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Finance Audit Subcommittee Meeting Minutes 
March 20, 2012
2:00 p.m.
Topic:  Finance Audit Committee agenda meeting
Location:  Conference Room A, City Hall – St. James Building; 117 West Duval Street,
     Suite 425

In attendance:  Council Members Greg Anderson (Chair) and John Crescimbeni (arr. 2:06)
Excused: -Council Member Clark

Kirk Sherman, Kyle Billy and Heather Reber – Council Auditor’s Office; Jessica Stephens – Legislative Services Division; Jeff Clements – Council Research Division; Paul Crawford – JEDC; Alison Luker – Mayor’s Office; Ronnie Belton – CFO; Chris Quinn – Jacksonville Chamber of Commerce; Sonia Johnson and James Nealis – ECAs; Tony Bates – Concerned Taxpayers of Duval County; Curtis Hart
Meeting Convened:  2:05 p.m.
Chairman Anderson convened the meeting and announced that items on the agenda would be taken up slightly out of order.
V. Government auditing standards/peer review results

Council Auditor Kirk Sherman reported that his office hosted its peer review process site visit during the first week of March and received a very favorable report.  The review team made two suggestions for improvement with regard to documentation of the Council Auditor’s Office’s independence.

II. JEDC update

JEDC Acting Executive Director Paul Crawford reported that his agency is working with the Council Auditor’s Office to examine economic incentive agreements as directed by the Audit Subcommittee.  They are finding that many of the personnel at the recipient companies (accounting and human resource personnel and executives) are no longer the same as those in place when the contracts were first signed, so there is some retraining necessary to ensure understanding of the obligations of the agreements.  The JEDC leadership is working with the Chief Financial Officer Ronnie Belton to determine the proper placement for the contract overview function.  Mr. Crawford also reported that the RFP for a new public facilities management contract currently held by SMG has been drafted and sent to the Office of General Counsel for refinement in preparation for publication.
Alison Luker of the Mayor’s Office reported that the Mayor’s Economic Development Compliance Task Force had held its third meeting yesterday and heard a report on the Council Auditor’s Office’s JEDC audit.  One task force member has been reviewing additional incentive contracts for compliance and another has been looking at internal structure issues.  The task force is debating whether contract management should be internal to the economic development agency or external in another part of the City government.  The Office of General Counsel is also working on improving the standard contract documents.  The task force will report to the Mayor by the middle of May.
Kirk Sherman said that his staff is scheduling site visits to incentive recipient companies over the next several months.  He also reported that he has recently hired one new entry level auditor to fill an existing vacancy and has interviewed and tentatively selected another to fill the new position recently authorized by Council.

III. SMG issues

Chairman Anderson said that he had expected a TRUE Commission member to be in attendance to discuss the commission’s interest in several aspects of SMG’s operation of the City’s public assembly facilities relating to issues raised by a prior Inspector General’s report.  Staff was asked to extend an invitation to the commission to attend the next meeting.
Paul Crawford said that the Inspector General had raised two issues about SMG’s management of parking in the Sports Complex area – accurate vehicle counts and cash handling. In response to a suggestion that those issues should be included in the facilities management RFP, Mr. Crawford indicated that those operational details should be included in the contract with the future facilities operator, not in the RFP for the selection process.  In response to a question, Mr. Crawford explained that there are two separate charges for services provided by the Sheriff’s Office for events in any of the SMG-managed facilities.  One is the cost of police officers required by City ordinance to be inside the venue during an event, the number of which is determined by the expected attendance and the nature of the event.  That cost is built into the rental charge for the venue and paid by the promoter or event operator.  The other is the cost of JSO traffic control on the public streets outside the venues; that cost is paid by SMG out of its parking, concession and other operating revenues separate from the facility rental charge.  Mr. Crawford explained the balancing act that goes along with charging SMG the full cost of all City support services.  The possibility exists that full cost recovery might increase the cost of the event to the point where a promoter might not bring the show to Jacksonville, or that the promoter would pass on the costs in higher ticket prices that might cause depress attendance and make the event economically infeasible.
IV. Audit schedule

Kirk Sherman distributed a list of the Auditor’s Office’s work program for the next year which includes items required by state law, items required by the Ordinance Code, requirements of government auditing standards, requests from the Council, its committees and individual council members, budget-related work and traditional internal audits.  In response to a question, Mr. Sherman indicated that his office has occasionally encountered resistance from Constitutional officers over the extent of the Auditor’s scope of authority.  When necessary they take the matter to the General Counsel for a ruling.

VI. Contract management report – TRUE Commission

Staff was requested to invite a TRUE Commission representative and Chief of Procurement Cole Cartledge to the next meeting to discuss the commission’s report and recommendations.

Public Comment

Tony Bates of Concerned Taxpayers of Duval County stated that his organization had several concerns/ issues arising from the JEDC audit: 1) contract compliance, which seems like it is under control given recent activity by the Audit Committee and Council Auditor; 2) the need for a cost/benefit analysis of economic development incentives – is the City getting its money’s worth for the investment; 3) waivers of established criteria and requirements undermine recoupment of public investment; 4) issues raised by former SMG Jacksonville general manager Bob Downey – Mr. Bates understands that Mr. Downey met with Council Auditor staff last week and the auditors will determine the validity of Mr. Downey’s allegations; 5) concern that the public facilities management RFP is moving so quickly; he understood from the last Audit Committee meeting that it wouldn’t be drafted until mid-March and now he finds that it has been completed, is being finalized by the Office of General Counsel and will probably be on the street in the next week or two with a two month response deadline.  He has heard some sentiment in the community that the document’s specific requirements and response deadline excessively favor SMG getting the contract again.
CFO Ronnie Belton stated that the RFP is a good one and the truly qualified companies in the business can respond effectively within two month.  The City wants a good company in place by the end of this summer.  In response to a question from Council Member Crescimbeni about whether new Procurement Chief Cole Cartledge had participated in the drafting of the RFP, Mr. Belton indicated that he had not since he had just joined the staff and the project was nearly complete.  He did hear the discussion of the RFP at the last Professional Services Evaluation Committee meeting. where the document was approved.
Meeting Adjourned:  3:03 p.m.
Minutes:  Jeff Clements, Council Research 

     3.21.12   Posted 5:00 p.m.
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    Audit Subcommittee meeting– LSD
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