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Finance Audit Subcommittee Meeting Minutes 
May 14, 2012
4:00 p.m.
Topic:  Finance 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
Excused: Council Member Clark
Also in attendance: Council Member Lori Boyer; Kirk Sherman, Kim Taylor and Heather Reber  – Council Auditor’s Office; Peggy Sidman – Office of General Counsel; Ronnie Belton – CFO; Jessica Stephens – Legislative Services Division; Jeff Clements – Council Research Division; James Nealis – ECA; Marc El Hassan, Joe Andrews and Marcella Lowe – TRUE Commission; Tony Bates – Concerned Taxpayers of Duval County; Curtis Lee
Meeting Convened:  4:00 p.m.
Chairman Anderson convened the meeting and reviewed the agenda for the meeting.
SMG issues
Marc El Hassan, Chairman of the TRUE Commission, explained that the commission had appointed a subcommittee which met several times over the course of several months to review the Inspector General’s report and to hear testimony about alleged irregularities or weaknesses in the operation of the contract for management of the City’s public venues by the SMG Corporation.  The concerns revolved around the process by which SMG procured insurance for the venues, the hiring of a food vendor that is an affiliate company of SMG, and the overall management and oversight of the SMG contract by the Jacksonville Economic Development Commission, the City’s oversight agency.
Council Auditor Kirk Sherman indicated that he did not see much value in his office conducting a full-fledged audit on the identified issues at this point in time.  The issues of concern happened a number of years ago, a full audit could not be performed until after the upcoming budget process is completed, and it is unlikely that the results would yield much useful or actionable information at this point.  What is important is that the TRUE Commission and the Audit Subcommittee have raised contract issues that need to be taken into account by the administration in reviewing RFPs and selecting and contracting with the next public venues operator.  Having the new contract drafted much more tightly to explicitly deal with these identified issues/weaknesses should be the goal, and Mr. Belton and the administration are now well aware of the TRUE Commission’s and the subcommittee’s concerns.  

Mr. Belton said that he is open to input about the contract for the next venue manager, and welcomes the opportunity to discuss how the next contract will improve upon the existing contract.  The RFP responses are due back this Wednesday and the review process will begin.  He reported that there have been several amendments and additions to the RFP as potentially interested responders have asked for clarifications or made suggestions.  The requirement for respondents to have NFL football stadium management experience is being eased somewhat, as one of the potential respondents does not have NFL experience but has managed World Cup soccer venues that are arguably equivalent in size and complexity.  Council Member Crescimbeni noted that the City’s lease with the Jacksonville Jaguars for EverBank Field gives the Jaguars virtual veto power over the selection of a venue manager.  TRUE Commissioner Marcella Lowe said the cash handling has shown itself to be a perennial problem in City audits and needs to be tightened up, including cash handling and reporting by SMG.  Management and oversight of the venue contract is extremely important, and she knows that the NFL is particularly strict about enforcement of its rules with regard to teams and stadiums, so that needs to be taken into account in hiring a management company that can comply with those strict rules.
Contract management report
The TRUE Commission produced a report that identified several apparent weaknesses in the City’s contract management and tracking methodology.  Most fundamentally, the City lacks a centralized database into which all contracts are logged that has the capability to track and flag contract terms such as expiration dates, renewal options, reporting dates, and the like.  It appears that some, but not all, contracts are routed to the Corporation Secretary in the General Counsel’s Office where copies are kept and tracked using an Access database software.  Departments sometimes have trouble getting copies of contracts for work under their jurisdiction.  The Information Technology Division has been asked about writing a program to track contracts but they have said it would be an expensive project.  Mr. El Hassan stated that there are numerous contract management software packages on the market that would do the job.  Ronnie Belton said that the Brown administration realized this contract management weakness when they took office and agrees with the TRUE Commission’s recommendations.  They have looked at several software packages but they are expensive.  They’re looking for the best functionality and value for the dollar.  The administration also sees a great need to track contract change orders in a much better fashion.
Audit Schedule
Council Auditor Kirk Sherman distributed and reviewed a document entitled Council Auditor’s Office Work In Progress – May 14, 2012.  The courthouse audit will be performed in the next fiscal year, probably in the spring of 2013 after the building has been in use for some months, after all construction bills are paid, warranty repairs completed, etc.  The Property Appraiser’s Office audit has been very in-depth and very interesting – both sides seem to have learned a lot from the process.  Mr. Sherman noted that the annual follow-up report on previous audits will be much larger this year than usual.  For reasons as yet unknown there seem to be many more outstanding and uncompleted issues remaining than in years past.  He also noted that the budget process this year has the possibility of being very complicated if Phase II of the administrative reorganization and the JEDC restructuring bill are not completed by June.  That would lead to substantial comparability problems from one fiscal year to the next and could run up against the prohibition against doing administrative reorganizations simultaneously with the budget ordinance.  Mr. Sherman will bring the annual audit plan for work following the budget process to the next Audit Committee meeting or the meeting subsequent.
Council Member Boyer said that she has asked the Council Auditor to look at the $4 million contribution the City made to the Strand/Peninsula project on the Southbank for the construction of a riverfront park.  To her mind, what was constructed is less a riverfront park than a driveway and plaza for the apartment and condominium complex, and she is concerned with how the final product was arrived at.  Who made the call on what the final project looked like?  This brings up the larger issue of City Council delegations of power to the JEDC to make changes and fill in the details of development agreements and what projects eventually end up looking like.  This is especially relevant now as the Council debates what form the proposed Downtown Investment Authority will take and what powers the Council will delegate to it.

Council Member Boyer also raised questions about how the City utilizes the funds is collects from its annual stormwater utility fee.  She understands that a large percentage of the money collected goes to pay for employees in the right-of-way and park maintenance division who also work on stormwater projects.  She believes that $27 million is collected in stormwater utility fees, $18 million goes to salaries in the maintenance division that does work besides stormwater-related work, and of the $9 million remaining for capital projects, some portion of that goes to Public Works for engineering design and some goes to departmental overhead.  Ms. Boyer is also interested in the finances of the septic tank phase-out program.  The City was contributing $2.5 million per year for land acquisition which the JEA matched with $2 million for payment of sewer connection fees.  Recently the City didn’t appropriate its $2.5 million so did not receive JEA’s matching $2 million.  She also understands that this year the City borrowed its $2.5 million share from the Banking Fund rather than utilizing stormwater utility fee revenue.  All of this raises questions about the future of that program.
Meeting Adjourned:  4:55 p.m.

Minutes:  Jeff Clements, Council Research Division
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