OFFICE OF THE COUNCIL AUDITOR
Suite 200, St. James Building

MEMORANDUM

Date: | July 14, 2016

To: | Council Members

From: | Kirk Sherman, Council Auditg W

Subject: | Friends of Hemming Park

BACKGROUND

Authorization to enter into an agreement for the operation and management of Hemming Plaza
and an appropriation of $1 million to Friends of Hemming Park (FOHP) was approved by
Ordinance 2014-434-E. Of the appropriation, $800,000 was from the Downtown Development
Fund and $200,000 was from the General Fund/GSD. The following payments were made to
Friends of Hemming Park related to that appropriation:

10/8/2014 $ 300,000.00
1/22/2015 § 150,000.00
5/13/2015 $§ 150,000.00
8/17/2015 $ 150,000.00
9/22/2015 § 150,000.00
1/29/2016 _$ 100,000.00

$ 1,000,000.00

The following performance standards had to be met by FOHP to receive payment from the City.

I. FOHP will raise $250,000 in matching funds to help fund park services by the following
deadlines. The effective date was September 1, 2014.

¢ (-3 months after effective date $25,000
e (-6 months after effective date $100,000
¢ (-9 months after effective date $200,000
o (-12 months after effective date $250,000

2. Beginning November 1, 2014 FOHP will hold at least 5 events per quarter that will have
attendance in excess of 500 persons per event.

3. Beginning 6 months after the effective date FOHP will be fully staffed, file all quarterly
reports on a timely basis and conduct on time all quarterly stakeholder meetings.

The contract expires September 30, 2017. FOHP has the option to renew for up to two additional
one year terms and both parties have the right to terminate the contract without cause with ninety
days prior written notice.
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Ordinance 2015-556-E amended the contract to include all revenues raised by FOHP (e.g.
private donations, concessionaire fees, advertising fees, and event license fees) in the funding
amounts required to be raised to reach performance standard #1. The original contract only used
private donations for the measurement of the first performance standard.

Most recently, Ordinance 2016-198-E appropriated $100,000 from the Special Council
Contingency — Hemming Park account to provide additional funding for continued operations
and management of the park. The funds were limited to certain line items within FOHP
operations. A total of $250,000 was placed into this designated contingency account during the
FY 15/16 budget process.

During the review of Ordinance 2016-198-E, there were many inquiries regarding the financials
of FOHP. Our office was asked several questions, which are answered below based on our
analysis of FOHP financials.

Question #1
What was FOHP’s cash balance at May 24, 2016?

On May 24, 2016 there was a noticed meeting between Council Member Gulliford and then
Council Vice President Boyer at 11:30 am regarding Hemming Park. At that meeting there were
many numbers stated by FOHP. During that meeting, FOHP stated they had a cash balance of
approximately $17,000. At the May 24, 2016 Council Meeting, we were asked to verify the cash
balance stated at the noticed meeting earlier that day.

We analyzed FOHP’s bank statements and the cash balance as of May 24, 2016 was $17,262.

Question #2
What was FOHP’s accounts payable balance at May 24, 2016?

At the noticed meeting at 11:30 am on May 24, 2016, FOHP stated that they had an accounts
payable balance of approximately $10,000. At the May 24, 2016 Council Meeting, we were
asked to verify the accounts payable amount stated at the noticed meeting.

We received a listing of FOHP’s accounts payable information as of May 31, 2016 and verified
the amounts within their QuickBooks journals. We calculated the Accounts Payable balance of
$27,197 as of May 24, 2016 by deducting the payables incurred after that date. Per the accounts
payable aging schedule provided by FOHP, no accounts payable balances exceeded 30 days past
due.

Question #3

Have FOHP employees received salary increases?

Although FOHP provided W-2s for calendar year 2014 and 2015 and its 2016 payroll register for
January through June 10, 2016, we could not determine whether or not salary increases were
given due to having only one complete year of information to analyze. Upon request, FOHP
provided additional salary information.
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Based on the additional salary information received, two employees received a 3.5% increase in
pay that took effect December 9, 2015. According to FOHP records, the CEO also received a
bonus of $1,500 in December 2015. Also, it appears that a new position titled “Ambassador
Lead” was created and filled by an individual in the “Park Ambassador” position. This change in
position resulted in a 25% increase in the hourly rate for this employee.

Currently, there are only five employees working for FOHP, of which three are salaried and two
are hourly employees.

Question #4
What did FOHP spend money on?

FOHP received $1 million from the City approved by Ordinance 2014-434-E. We chose a twelve
month consecutive period (Oct. 1, 2014 to Sept. 30, 2015) to determine how the money was
spent by FOHP. Our office attempted to categorize FOHP expenses as seen in the table below.
See the footnotes on the following page.

Expense Category Amount Percentage
Advertising $ 15,365.12 1.61%
Contracted Services $ 425,153.10 44,54% A
Dues/Subscription $ 11,669.02 1.22% B
Event Expenses $ 55,272.17 579% C
Food/Drinks $ 11,058.46 1.16% D
Gift $ 640.00 0.07% E
Insurance $ 17,328.36 1.82%
IT Services $ 3,095.00 0.32%
Miscellaneous $ 28,247.07 2.96% F
Office Supplies/Miscellaneous Supplies $ 70,788.91 742% G
Park Equipment $ 27,617.31 2.89%
Parking/Tolls $ 4,714.96 0.49% H
Payroll $ 157,870.46 16.54%
Phone/Wi-Fi $ 1,684.49 0.18%
Reimbursement $ 17,635.52 1.85% 1
Signage h) 20,919.15 2.19%
Taxes and Benefits $ 63,071.44 6.61%
Travel/Mileage $ 2,802.78 0.29%
Postage/Printing $ 8,642.52 091%
Petty Cash $ 10,900.00 1.14% J
Total Expenses for 10/1/14 to 9/30/15 $§  954,475.84 100.00%




Footnotes:

A: Table of Contracted Services:

Name Amount

Amason's Portable Toilets $ 5,791.38
Centerstage Entertainment and Events S 1,930.50
DvI $160,941.61
EMTs for Pogopalooza S 4,195.00
Herding Cats Unlimited - Special Events Support $ 24,750.00
IM Sulzbacher - Social Services Outreach $ 50,705.59
J50 S 23,916.25
Kayla Hughes - Program Support S 12,500.00
Landscaping $ 22,511.00
Marlando R. Romo - Sound Services S 10,700.00
Musicians for Café or Events S 20,487.00
Office Cleaning S 2,202.06
PRI Productions S 6,305.76
Ronald L. Hubbard - Various Design Projects S 2,649.70
Sarah Collins - Marketing Support S 3,340.00
Shannon Harper/Sharper Social - Social Media Support S 4,800.00
Shaun Thurston - Mural Painting in the Park $ 5,000.00
Sight and Sound Productions, LLC - TedXJacksonville Equipment &  3,960.00
StartUpsCPA - Accountant S 3,332.87
Turner Pest Control S 1,780.00
Venturesome Consulting - Financial Planning and Analysis S 3,650.00
Wicklund Construction, Inc. - for Café Construction S 17,038.00
Xpogo, LLC - Pogopalooza in Hemming Park S 11,000.00
Yoga 4 Change - Yoga in the park $ 4,550.00
All other contracts under $1,700 $ 17,116.38

Total_$425,153.10

B: Includes payments for software subscriptions and licenses, Amazon Prime membership, Jax
Chamber fees

C: Purchase of beverages for events to be sold by FOHP, ice, table rentals, sound engineering,
tent and event supplies, movie licensing and some catering

D: Meeting lunches for office staff, partners and sponsors and snacks for the office

E: $40 to include inside Easter eggs, $100 gift card and $500 donated for funeral expenses for a
DVI employee

F: Hemming Park T-Shirts, fingerprinting, an Apple TV, all access passes for One Spark, One
Spark Swag, beer mugs with logo for an event, postage and printing, credit card processing fees,
employee drug tests, penalties for late filing of unemployment tax and sales tax, and certificate
of use fee for alcohol license

G: IKEA Office furniture, Office Chairs, SLR Camera and lenses, computers and other
peripherals, tents, chairs and tables, a drone, and some supplies for events



H: Monthly parking for 6 spaces in the Library Garage and payment of parking citations

I: Reimbursements to employees, President of the FOHP Board ($2,662) for purchase of
computers, and Herding Cats Unlimited, Inc. for various purchases, as well as, travel
reimbursements, reimbursements for fingerprinting and repayment of short term loan from the
CEO of $7,000

J: All petty cash was redeposited

Question #5
Does FOHP need the full $150,000 proposed to be appropriated by bill 2016-385?

As of May 31, 2016 it appears as though FOHP was insolvent. The cash balance was $7,819, the
accounts receivable balance was $1,970 and the total accounts payable balance was $28,710.

Under Ordinance 2016-198-E, the appropriated funds were restricted to certain line items based
on FOHP’s chart of accounts. We summarized the monthly expenditures within the specific line
items to calculate an average monthly expenditure amount. Based on this analysis, the average
monthly expenses of FOHP were $50,000 - $60,000. However, there were additional expenses
that were booked to other line items not identified in 2016-198-E. These expenses averaged
$15,000 a month. The combined $65,000 - $75,000 of average monthly expenditures would
quickly consume the $100,000 appropriated by Ordinance 2016-198-E; therefore, creating the
apparent need for the additional $150,000 appropriation should FOHP continue their spending
trends.

It should also be noted that during our analysis it was brought to our attention that part of the
$100,000 Southwest Airlines Heart of the Community Grant awarded to FOHP was used for
operations. This grant was to be used exclusively for expenses associated with physical
improvements, expanded amenities, programming support, and project evaluation. With approval
from the grantor, FOHP plans to use part of the appropriation from bill 2016-385 to repay
$74,618.29 of the grant that has been used to fund FOHP operations over the last several months.

Given FOHP’s intent to repay a large portion of the grant funds, only $75,381.71 of the proposed
$150,000 appropriation would be available for FOHP use.

Recommendations:

1. We recommend that FOHP establish a bank account strictly for City contributions so that
City funds are not commingled with other revenues.

2. We recommend that FOHP utilize a revised chart of accounts. Currently, for example,
salaries are within multiple accounts.

3. Some of the expenditures of FOHP question the prudency with which they spend public
funds. As a result, we recommend that if bill 2016-385 moves forward, certain expenses
should be expressly prohibited.

4. FOHP should attempt to work with City departments to see if any FOHP expenses could
be provided by the City at a lower cost. This could include internet/phone services, pest
control and cleaning.



Additional Information

During our analysis we noted certain expenses that needed additional explanation. We sent a list
to FOHP and asked them to comment on the expenses. Please see attached Exhibit 1.

We will present this memorandum to the July 18, 2016 Neighborhoods, Community Investmenis
and Services Committee and the July 20, 2016 Finance Committee for discussion along with
proposed Ordinance 2016-385.
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