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

March 14, 2008 Report # 646

Honorable Members of the City Council
City of Jacksonville

INTRODUCTION

In response to an October 18, 2007 letter fromSta¢e Attorney, we conducted an audit of the
City of Jacksonville’s county courthouse constmctiproject. This construction project was
authorized and funded as part of the City’s Bettarksonville Plan (BJP).

Contractors

The original project team consisted of a Programmaggment Consultan¢Jacobs Engineering
hired in November 2001), an Architect / Engineearf@on Design hired in October 2002) and a
Construction Manager @ Risk (Skanska Dynamic Pesthged in May 2003). By the end of
November 2004, the City terminated its contracthwacobs, Cannon, and Skanska and halted
the project due to the apparent inability of thésms to construct the courthouse within the
City’s project budget.

On January 29, 2007, the City hired a design-biiifd (Auchter/Perry-McCall) to design and
construct the courthouse. The City terminated toistract in May 2007 due to concerns over
Auchter’s financial condition.

The City then hired a second design-build firm @JarrConstruction) in December 2007.

Budget

BJP passed with $190 million allocated for the twamse project. The administration authorized
the movement of $21 million in contingency funds dopplement the original allocation,
increasing the project budget to $211 million. Whiebecame apparent that $211 million was
still not enough, the City Council increased theldpet, first to $232 million and then to $263.5
million.

At present, proposed legislation is before the @duo increase the project budget to $395.3
million. It is anticipated that a substitute bililmbe proposed by the Administration setting a
new cap of $350 million.

! Note that this report contains terminology thayra specific to the construction industry. Weéattached a
glossary with definitions provided to us by the RulVorks Department. This can be found at ATTACHNIT A.
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STATEMENT OF OBJECTIVES

The objectives of the audit were as follows:

1. To compile all courthouse costs expended to datebaeak the costs down by expense
category.

2. To analyze all bid documents and contracts relaidtie construction of the courthouse
to determine how the project was bid, how contnacteere selected, and the sufficiency
of the contracts.

3. To analyze ancillary courthouse projects, espsciaith regard to their cost (capital and
operating) to the City and its independent agenaresb the sufficiency of the delivered
project. The ancillary courthouse projects ideetifiare JEA’s chilled water plant, the
courthouse parking garage, and the Old FederaltGause.

STATEMENT OF SCOPE AND METHODOLOGY

The scope of our work was the Better Jacksonvilen FCourthouse Project from inception
through September 30, 2007.

We reviewed procurement documents, contracts, cegpiand communications between project
participants. We also compiled and analyzed acoogindata and interviewed project
participants.

STATEMENT OF AUDITING STANDARDS

We conducted our audit in accordance with genewrdlgepted government auditing standards
issued by the Comptroller General of the UnitedeStarhose standards require that we plan and
perform the audit to afford a reasonable basisotorjudgments and conclusions regarding the
organization, program, activity, or function un@erdit. This audit also included an assessment
of applicable management controls and compliandk vequirements of laws and regulations
when necessary to satisfy audit objectives. Weebelthat our audit provides a reasonable basis
for our conclusions.

AUDITEE RESPONSES

Responses from the auditee have been inserteithlios after the respective finding and
recommendation. We received these responses flamMosley, Chief Administrative Officer
for the City in a memorandum dated April 11, 200&. Mosley’s memorandum stated the
following: “Thank you for the opportunity to review the subphetft audit and offer a written
response thereto. | believe it was done very fairg impartially. We appreciate your findings,
and have revised certain operating procedures &est with your recommendations. There
were certain Findings and Recommendations to whistould like to respond and/or provide
clarification from the Administratian



OVERALL AUDIT CONCLUSION

The reason the new courthouse has not yet beenibliecause the available funding was not
enough for a courthouse of the design, size, acatiln that the City pursued. Rather than give
up, the City tried to find ways to supplement theding available in the Better Jacksonville Plan
and make the project happen.

AUDIT OBJECTIVE #1

Our first audit objective was to compile all costgended to date and break the costs down by
expense category. We obtained this information fteenCity’s general ledger.

Audit Objective #1 Conclusion

As of September 30, 2007 a total of $64,619,198va% charged to the courthouse project
(specifically Project PW1074 within the City’s aceding system). Of this total, approximately

$1.9 million was spent on renovations to the exgstiourthouse at 330 E Bay St and to the City
Hall Annex. The source of funding for these rerimres was established in ordinance 2003-
1408-E.

Land 23,118,666
Engineering 10,732,156
Other Construction Costs 30,571,115
Materials 197,263
Total :(difference is rounding) $64,619,200

Table 1 : Cost Breakdown by Categor§

Note that the above figures do not include expemrsssciated with construction of the JEA
chilled water plant, the construction of the coattbe parking garage, or the acquisition of the
old federal courthouse.

Finding #1
The courthouse project was under-budgeted fronstdre. We have been unable to find a single

document that substantiates that the project doalg been built on the selected site or any new
site (as opposed to building on the existing cautie/city hall annex site) for the $190,000,000
cost included in the Better Jacksonville Plan. érfgrming our audit work, we did note the
following:

* A Duval County Judicial Master Plan Draft Prelimpn&ost Estimate dated October 20,
1999 for a courthouse on a new site totaled $193]938. This estimate did not include
site acquisition costs; the land for the site chaseded up costing $23,118,666.

2 See ATTACHMENT B for breakdown including major ¢actors.



A “Programming Status Report” prepared by Dan Wilagd Associates, dated

September 10, 2001, expressed concern about theadeof the $190,000,000 budget.

* In the "Preliminary Program Budget Validation” pegpd by Jacobs, the Program
Manager, we found a schedule indicating that atbouse of 896,303 square feet would
cost approximately $257 million, which included $2lion for land acquisition. This
document is dated September 12, 2001.

* In minutes from a meeting held on December 12, 2@@&lfound the following, “It was
determined that the final budget for the courthouseluding all costs would be $223
million, excluding parking. This figure also indes the cost of renovating the old
Federal courthouse.” Attendees included the Mattoe, Public Works director, the
courthouse project manager and other senior |elaigers

* InaJanuary 15, 2002 interoffice memo from Jasedgound the following, “We should
go back to the City and indicate that we need tithbtimnal $10 to $15 million (above the
$21 million) that was requested by Chris [Boruahprder to have an acceptable “design
to program.”

» Per the City’'s original Project Manager for the khause project, he knew and publicly

stated at the June 2002 design competition thatdbethouse could not be constructed

within the proposed budget. We have been unabletidy this statement because City

Procurement has been unable to find the recorditizeadesign competition deliberation.

Recommendation #1
We recommend that the City fund construction ota minified courthouse at the proposed site,
for the following reasons:
» the City is legally obligated, by the State of kdlar;, to provide a county courthouse
» the City has already acquired the new site
» JEA has constructed the chilled water infrastruetorserve a courthouse at the new site
» the parking garage for the courthouse has beertrootesd at the new site

Response to Recommendation #1
We concur and have introduced legislation (20073464 fund construction of a unified
courthouse. That legislation is presently understderation by City Council.

Finding #2

The City’s decision to build out instead of up i&@sed the cost of the project significantly. The
Federal Government built its courthouse as a 14ystower on one block in downtown
Jacksonville. In contrast, the City opted for artlhouse campus of 7 blocks, with one block
being the site of the old federal courthouse argl lmock being used for a parking garage. The
City acquired the old federal courthouse in excleafay a long-term parking lease valued at
$875,000. The City spent $23,118,666 to acquireother six blocks. The City’s costs include
much more than just the compensation for the |dihe. costs include appraiser and attorney’s
fees, tenant relocation costs, expert witness fa$s,demolition costs. The decision to build out
also increased costs by closing streets and incatipg their former footprint in the footprint of
the new courthouse. This decision caused the Gityndur millions of dollars of expense to
relocate the utilities that ran within the rightwdy of the former streets.



The City’s current planned design (the Turner d®sagcupies four blocks of land. The footprint
occupies two blocks completely and partially ocegpiwo more blocks with plazas filling the
remainder of these blocks to allow for the setbaicthe building so that its facade can be seen
and appreciated. This design leaves one blockabtaifor future use.

Recommendation #2

Consideration should be given to constructing tee ourthouse on one or two blocks of the
available five block site. The unused blocks cookdsold to put the property back on the tax
rolls and generate additional funding for the coowuse project. If the decision is made to
construct the courthouse on only one or two blothken consideration should be given to its
location in proximity to the parking garage.

Response to Recommendation #2

We respectfully disagree. A low rise building dassetting offers the opportunity to save
substantially on operating costs once the buildimgperational. It is estimated that savings
may be $600,000 annually. My research into whyranities build vertically suggests that
communities do this for one of two reasons; eitthely have a constrained site that will only
accommodate a tall building or they wish to enharbeir skyline. Neither applies in
Jacksonville. Also, a vertical structure would weg that the Clerk of Court's offices and
functions be spread across several floors. Thigcepis most accessed by the public and
therefore, we believe, it should be located on fto@ — the ground floor — and should be large
enough to accommodate most Clerk functions witlaglting the public to traverse multiple
stories by stairs, escalators or elevators.

Finding #3

We believe that millions of dollars can be savedtbhgosing less expensive interior and exterior
finishes for the courthouse. The interior finish@anned for some floors will cost more than
double the interior finishes planned for other floThe current design (ATTACHMENT C)
includes columns and cantilevered areas, whicheas® the cost of the building, but have no
function. The current design footprint (ATTACHMEND) will require the relocation of Monroe
Street to the south and leaves small odd shapdomp®rof two blocks that are not usable for
anything other than small parks or plazas.

Response to Finding #3

No building design has been agreed upon and, tbexeho interior or exterior finishes have
been determined. As this process moves forwdedgyicle cost and durability will be primary
factors for consideration in the selection of fires.

Recommendation #3

We recommend that the Administration bring the masi alternatives for the courthouse’s
footprint, design, interior, and exterior finishesthe City Council or a committee thereof for
their review and approval. The overriding concesinguld be functionality and cost.

Response to Recommendation #3
Ordinance 2007-401 continues the Courthouse Archital Review Committee (CARC) — also
known as the Rinaman Committee -which was esta&dlishOrdinance 2004-1339. The CARC




includes two members of City Council, (the Prediderd District 4 member), as well as five (5)
others from various City and judicial offices, th&cksonville Bar Association and BJP Citizens
Oversight Committee. Under 2007-401, CARC willresponsible for approving both the

exterior and interior design of the courthouse ts@re it meets the goals of quality, durability,
security and functionality for the public and theliciary.

Finding #4

It appears that the City gained little or nothiray the monies paid to the design-build firm
Auchter/Perry-McCall. Approximately $1.2 million waspent on this contract. Another
$200,000+ is being claimed by Auchter and subsidiims. According to the City’s current
courthouse project manager, the City’s currentgiebuild firm, Turner Construction / KBJ, is
not reusing the design work begun by Auchter/Pdtcgall. As such, in hindsight, the work
was a waste of taxpayer dollars.

Response to Finding #4

The work done by the former design-build team, fardRerry-McCall (APM), provided value
on the Courthouse project. APM prepared a couatslity master plan that reaches to 2035,
studied multiple alternative phasing scenarios, @nolvided cost estimates for each alternative.
APM's analysis allowed us to go from considerirgieninal court function only scenario (2004-
1339) to the unified legislation currently beforégyOQCouncil (2007-401). APM's scope of work
in its $1.17 Million authorization did not contaany design work so there was no design work
to reuse. Rather, their work product containeckmdative concepts and scenarios as described
above that will continue to provide value as we entmvthe next phase of this project.

Recommendation #4
We recommend that the committee referenced in Remndation #3 review the plans prepared
by Auchter/Perry-McCall to determine what, if anyty can be salvaged.

Finding #5
Old Federal Courthouse acquisition costs of $875,0@re not assigned to the courthouse
project. Therefore, total courthouse expendituresuaderstated by this amount.

Recommendation #5
For proper accounting purposes, the $875,000 afisitipn costs for the old federal courthouse
should be charged to the courthouse project.

Response to Recommendation #5

We respectfully disagree. The old federal couri'owas acquired from the General Services
Administration via an economic development convesaand there was not a plan for a
courthouse at that time. The transaction was casegdrof a commitment to provide the GSA
parking spaces that were not being used in the K\&tteet garage for a period of 20 years.

Council Auditor Rebuttal
Proper accounting dictates that the acquisitiotsdos charged to the courthouse project.




AUDIT OBJECTIVE #2

Our second audit objective was to analyze all bidudhents and contracts related to the
construction of the courthouse to determine how pghgect was bid, how contractors were
selected, and the sufficiency of the contracts. &&ined the courthouse contracts from the
Public Works Department and we reviewed bid/soweection documentation maintained by
the Procurement Division.

Audit Objective #2 Conclusion

We noted a number of flaws with the wording and aggment of City contracts. For example,

* We noted contract payments based on the passaigeeof

* We noted inconsistencies between, and within, ectdr This was also a finding in our
audits of the Main Library (Report #612) and HDRefiRrt #613).

* We noted contracts where the City’s interests weteadequately protected.

* We found that City representatives authorized emtdrs to perform work prior to
execution of a contract and/or amendment.

* We also noted instances where City funds were adggbaonnecessarily.

Finding #6

The contracts for the Construction Manager andAttehitect/Engineer were flawed in that the
payments for contract services were determined sghadule that was based on flassage of
timerather than thpercentage of completiasf the project.

In our review we found correspondence between ithgs(revious project manager and a City
attorney where the project manager stated thatetdgon for a passage of time basis of payment
was to “reduce the administrative burden of dedigdayment review.”

As a result of a passage of time basis and the inggoourthouse delays, the City paid
$6,669,830 in construction manager fees when nticaéconstruction had begun.

Recommendation #6
Payments to contractors should be based on themage of completion of a project or some
other logical methodology, not on the passagenoé ti

Response to Recommendation #6

We agree. Payments made to contractors buildimgesiaing, and engineers/architects designing
something, are paid based on percentage of coropletConsultants who are strictly providing
management services are paid hourly, very muchliive City employees are paid.

Finding #7

The contract between the City and Auchter/Perry-Blt@r design-build services is dated
January 29, 2007. Article 8.1.1(a) states that s for the lump sum pre-design phase
services totaling $1,170,440.55 shall be paid opprtion to the percentage of work completed.
The contractor submitted its first invoice on Febigul, 2007, just three days after the contract



was executed. The City paid the invoice in the amof $672,514, which represents 57% of the
contract amount. It is not possible that the cattracompleted 57% of the work in three days.

If a contractor performs work without a signed caaot, but with the City’s knowledge, the City
could be forced to pay for this work even if a cant is never executed.

Recommendation #7

Although City contract documents and bid speciitrad state that contractors should not start
work early, the City should consider moving thisdaage to a more prominent location in
procurement documents.

As part of their training, City employees who pagate in the procurement of goods and
services need to be educated regarding the negaiiv&equences to the City if an employee
encourages a contractor to begin work prior to etien of a contract or even if a City employee
knows that the contractor is actively working oa tontract, but chooses to look the other way.

Response to Recommendation #7
We agree and will insert the "do not start" langeaghn a more prominent place in the
procurement documents.

Finding #8

In the Cannon contract for Architect/Engineer seesi per paragraph 4.1.1, “the amount of each
invoice shall be based on a payment schedule fon éasign phase to be mutually agreed
between the City and the AE for each design prasepon as practicafter (emphasis added)
the issuance of the Notice to Proceed.”

Recommendation #8

The City should not enter into any contract wheriiguity surrounds payment terms. No part
of a contract should be left blank, to be decidedhe future. All terms should be decided and
included prior to execution of the contract.

Response to Recommendation #8
We concur.

Finding #9

Cannon Design, the City’s AE firm, was not contuathy required to estimate the cost of their
design. The agreement originally called for Canmorprovide estimating services, but this
requirement was removed to reduce cost and tce stifly thoughts that Cannon estimating
against its own design was a conflict of interésstead the City paid Jacobs (the program
manager) and Skanska (the construction managpertorm cost estimates.

Recommendation #9
The City should consider requiring all architect®stimate the cost of their design.




Response to Recommendation #9

We concur in the case that a project is designkhidd. However, when a construction
manager at risk is under contract with the City baild the A/E's design, the construction
manager's estimate governs.

Finding #10
We noted the following instances where we belieat tCity funds were expended

unnecessarily:

* As part of Skanska’'s compensation, an earned feetwde awarded each quarter, if
Skanska met certain requirements. A committeeegtetkanska on various aspects of
their job (safety, quality, etc) and, assumingghlgrade was awarded, Skanska was paid
$126,667. Skanska was paid the earned fee forgfeanters for a total of $506,668. It is
astonishing that no City representative workedalb payment of these ‘earned fees’ and
realign the earned fee structure with the actuastraction.

» $298,498 was paid to Skanska as compensationdorittanagement of the underground
utilities relocation. This management service wathin the scope of their contract;
however City staff authorized this $298,498 to l@@dpas compensation above their
contract fee. If the services were truly above baglond those contemplated in their
contract, then a change order should have beerugxkcNo such change order was
executed.

* The City paid a former employee $1,250 for his tiavel expenses associated with
testifying in eminent domain proceedings. The erygdowas subpoenaed. There was no
reason to pay him.

Recommendation #10

As part of their training, City employees who neg@ contracts and/or approve payments
should be reminded that they are stewards of pdibtids and as such, they are responsible for
protecting and using these funds in a prudent nrafiie tone at the top must assure employees
that not only will management be supportive if tligyestion payments or costs, but that this is
expected.

Response to Recommendation #10
We concur with the recommendation and will apprataiy move forward.

Finding #11
Even though project estimates were over budgetalation of the Architect/Engineer contract

(with Cannon Design), the City did not force coraptie or stop the project. Section 1.1.13 of
the Architect/Engineer contract requires that “Bstimated cost of the Project will not exceed
the budget at the end of each design phase. THigyalude cost reconciliation with the CM and
PMC prior to authorization by the City to proceeitivihe next phase of design.” Section 1.2.15
states that “AE must design and PROJECT must babtamf being constructed within the
budget established by CITY as set forth in ExHibit

We found reconciliations that came in over budget,the City authorized Cannon to proceed
into the next phase of design.



Recommendation #11
The City should hold its contract managers respbasior enforcing the provisions of the
contracts they are managing.

Response to Recommendation #11
We concur.

Finding #12
City Engineers authorized Auchter/Perry-McCall wrfprm approximately $200,000 of work

that was outside the scope of the contract withitkention of including the work in a future
amendment.

Recommendation #12
See recommendations #10 and #11.

Response to Recommendation #12
We concur.

Finding #13
The 13 contracts we reviewed are not standard amfbrm. We found language to be

inconsistent from one contract to the next as notede examples below:

* In the event of an internal inconsistency withised of contract documents, an ‘order of
precedence’ clause establishes, in writing, theromd which the documents will govern.
We found a myriad of differences between the ordemprecedence clauses in the
contracts we reviewed. We also noted two contrds did not include a precedence
clause.

* In the City's contract with the Construction Manggkanska, we found that there are
two order of precedence clauses, which contradich ether.

* We found inconsistent use of contract fee summarigsecifically in contract
amendments. At times, the fee summary indicategtbiel dollar value of the amendment
and at other times, it includes the amount of thsebcontract plus the amendment. We
found these inconsistencies even from one amendneetite next within the same
contract. As an example, the first amendment taPtlogram Manager contract (Jacobs)
is unclear. It is arguable whether the contract,ssubbsequent to the first amendment,
was $350,000 or $600,000.

* We found one contract without an audit rights claud/e found that the audit rights
clauses in the remaining contracts were not unifama did not sufficiently provide for
the City’s benefit.

* A sample invoice is contained within the Cannoneagrent (Exhibit 1); however the
contract contains no language requiring that sulechitnvoices be in the form of the
sample.

We also noted similar findings in our audit rep@®612 released on May 3, 2006) on the Main
Library Project and our audit report (#613 releasedviarch 24, 2006) on the HDR Engineering

-10 -



Contract. Discrepancies were noted between conttagtiage and contract exhibits, specifically
in the area of compensation.

Recommendation #13

1. The City needs to adopt standard contracts as agela process to update standard
contracts when the need arises.

2. The Office of the General Counsel should insuré the interaction between agreement
language and exhibits create no ambiguity as ta t@mbined meaning. Language
should be clear and consistent throughout theesntintract, including attachments and
exhibits.

3. Specific to order of precedence clauses, the COmyukl also include “exhibits to
amendments”.

4. Public Works should modify the standard contrae &mmary to include the Prior
Contract Amount, the Amendment Amount, and the AdeeinContract Amount.

5. Regarding audit rights clauses, we recommend tlee afsstronger, more detailed
language. We have an example from a State of RElarahtract, which we will be happy
to provide.

Response to Recommendation #13

1. The City does have standard contracts for degrgfiessional contracts, professional services
for non design professionals, and bid contracthie &pparent problem with this matter is that
the several contracting parties offered their ovamitacts. What should be done is to attach the
City contract format to all requests for proposalgh the notation that the city contract will be
used.

2. The OGC agrees that contract language shouldié® and consistent throughout the entire
contract.

3. The OGC agrees that order of precedence pmwssshould include exhibits. Indeed the
order of precedence is driven by what is contaimethe exhibits on a project-by-project basis.
Typically the order of precedence, in the everd obnflict, could be, in decreasing precedence,
(1) the language of written amendments to the ewitt(2) the language of the contract and (3)
the language of exhibits to the contract, but dolyhe extent of the conflict. On the other hand,
depending upon the exhibits the order of precedenoé be, in decreasing precedence, (1) the
language of written amendments to the contract; t{®) language of the exhibit and (3) the
language of the contract. There is no consistet¢ioof precedence, but only to the extent of the
conflict. It would always be fact driven based ttve circumstances of the contract. The
important thing is to have the provision in thethagerest of the City. OGC does not agree with
the recommendation that an order of precedenceidecl'exhibits to amendments" because once
the amendment is signed by the parties to the aontthe amendment becomes part of the
contract, not of the amendment.

4. OGC is able to work with existing forms and take position as to this recommendation.

5. OGC takes no position as to the audits righésige. However if the Council Auditor has
something that will better protect the city, OGQl we pleased to revise its standard forms.

-11 -



Finding #14
The Florida Department of Revenue (FDOR) gave titye fizrmission to implement a sales tax

savings program for Better Jacksonville ProgranP{Bdrojects, contingent on the inclusion of
specific language within the contract. This prograftows the City to directly purchase

construction materials, thereby saving the saheghat would have been paid if the contractor
had purchased the materials. The City Council agatdhe use of the program in Ordinance
2001-835-E. The ordinance, by itself, does not appesatisfy FDOR'’s requirement.

Recommendation #14

The City should include the explanation and requésts of the sales tax savings program in all
bid specifications, RFPs and contracts to allow @i to engage the program, anytime it

chooses. The Administration should contact FDORBM@in an opinion on whether the City can

use the recovery program on construction projeatsiade of BJP. If the City receives a favorable
opinion, Chapter 126 of the municipal code couldabeended to allow the use of a tax recovery
program on construction activities outside of BJP.

Response to Recommendation #14
We concur and will pursue expansion.

Finding #15
None of the courthouse project contracts adequatefine the term “value engineering”. We

found that what was called value engineering mayeHaeen more appropriately referred to as
scope reduction or expense delaying. For exampiedaction in ceiling heights would be better
described as a scope reduction whereas the shelliogurtrooms would better be described as
expense delaying.

Recommendation #15
Construction contracts should include definitiohsumbiguous terms (e.g. value engineering) to
facilitate the ease of understanding between theddid the various parties involved.

Response to Recommendation #15

We concur that all ambiguous terms should be défindowever, it should be noted that value
engineering (and others), for example, are consioncandustry terms generally well understood
by the contractors and engineers under contra¢ch&City.

AUDIT OBJECTIVE #3

Our third audit objective was to analyze ancillapurthouse projects, especially with regard to
their cost (capital and operating) to the City @asdndependent agencies and the sufficiency of
the delivered project. We reviewed the agreemeetiwden the City and JEA for chilled water,
the agreement between the City and MetropolitakiRguSolution (MPS) for the construction
and operation of the courthouse parking garage,thadcagreement between the City and the
Federal Government for the Old Federal CourthoWse.also reviewed accounting data for the
projects and discussed the projects with variotg, GEA, and JEDC employees.

-12-



Audit Objective #3 Conclusion

The chilled water system, the courthouse parkirrg@® and the old federal courthouse building
all appear to be sufficient, meaning that they appe be adequate for their intended purposes.
Nothing has come to our attention to indicate otise.

Regarding costs, the courthouse project is notgoeliarged for any capital or operating costs for
the chilled water project, the courthouse parkilagage, or the acquisition of the old federal
courthouse. We noted nothing that would make usktthat the capital cost incurred by JEA to
construct the chilled water system is not reasaable noted nothing that would make us think
that the capital cost incurred by MPS to constthetparking garage is not reasonable. The cost
to acquire the old federal courthouse appears ve baen a very good deal for the City. The
General Services Administration of the Federal Gowvent traded the old federal courthouse to
the City in exchange for a parking lease value$igats,000 when the land alone is worth several
million dollars.

The City Public Buildings Division pays the utilityills for public buildings and therefore is
paying the chilled water operating costs for theirtwouse. JEDC is using funds from the
Northbank Tax Increment District to make the cdskwfloans to MPS for the parking garage.
The City’s Public Parking Division has lost the eaue from the 104 parking spaces leased to
the General Services Administration for 20 yearsxohange for the old federal courthouse.

Finding #16
Per its contract with JEA, the City is paying JE&thnd charges for chilled water of $29,647.50

per month ($355,770 annually) from September 17266ough August 31, 2009 at which time
the demand charges increase to $89,545.50 per niphi74,546 annually). This is wasted
money on the City’s part since the City has no neekeat and cool a courthouse which it has
not constructed. JEA constructed its chilled walent to meet the City’s needs and timetable
for the courthouse and main library. The librargusrently using chilled water and the new City
Hall Annex (former YMCA building) will also use died water for its heating and cooling
needs. Demand charges are JEA’s way of coverirfikéd costs, such as debt service, that it has
to pay, regardless of the amount of system usage.

Recommendation #16
Refer to Recommendation #1.

Response to Recommendation #16
We concur and have introduced legislation (200734l fund a unified courthouse. That
legislation is presently under consideration byy@ouncil.

Finding #17
City loans to MPS for the purchase of the parkiagage sites and for the funding of parking

garage operating deficits are not recorded in tiig<Cgeneral ledger. Per the contract between
the City and MPS, the City is financing MPS’ pursbaf the parking garage sites. These loans
total $8,040,405.47 as of March 14, 2008, but datek as far as March 1, 2005 for the first

$2,000,000 which was for the land beneath the aamlasports complex garages. When asked
why the loans were not recorded on the City’s gankedger, JEDC responded that they met
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with GAD (General Accounting Division) not too loraggo and were in the process of booking
the loans. While we appreciate that things are ggsbbmoving in the right direction, these notes
should be recorded promptly, not months or yedes.la

Recommendation #17
The Administration should record the loans to MRBSaa asset on the City’s general ledger as
expeditiously as possible.

Response to Recommendation #17
As of 9/30/08, the City will report the loan andl@bility as either a contingent liability or a
loan receivable.

Finding #18
One of the selling points of the JEDC Redevelopnaeat for MPS to construct and operate the

parking garages for the courthouse, the sports ompnd the arena was that MPS would pay
property taxes. However, the City may not recéineefinancial benefit of the taxes for decades,
as explained below.

Contract section 6.1 requires the City to make sa@nthe developer to enable the developer to
have sufficient cash flow to cover all Project @igrg expenses, debt service on the project
bonds plus required reserves, and an 8 to 10 peretemn on the developer’s $3,000,000 equity
investment in the project. Property taxes are goeese of the project. Because the project
operates at a deficit, the City is effectively loanthe money to MPS to pay the City its property
taxes. Exhibit Q to the Redevelopment Agreemeatsshedule of project projections. Based on
this schedule, the City can expect to start rengiyarincipal payments on its loans in year 28 of
the project. That is the earliest time that they @itll start receiving the benefit of the property
taxes. We also noted that MPS paid the 2006 prppexes late (in July), not only failing to take
advantage of the discount for early payment, batrnng a penalty for late payment. As of
March 14, 2008, MPS has not yet paid the 2007 ptppaxes.

Recommendation #18

If the amount of loans to MPS exceeds $16,000,0@0eaend of 2011, the City has an option to
purchase the parking garages pursuant to Sect®roféthe Redevelopment Agreement. We
recommend that the City do this in order to redtiee City’s future cash outflows under the
Agreement and to take advantage of the most fal@mlychase price, which ends 60 days after
the 2011 financial results are delivered to the.Giifter this window of opportunity closes, the
parking garages can still be purchased pursua®éttion 6.1 of the Redevelopment Agreement,
but the purchase price increases significantlyymmsto this section. Should the City not be able
to purchase the garages pursuant to Section 6A8l] thave to evaluate whether or not it makes
financial sense to purchase the garages pursu&sciion 6.1.

Response to Recommendation #18
The City will actively consider the acquisitiorarfid when the trigger opportunity arises to most
efficiently address the current and future obligas associated therewith.
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Finding #19
The City’s incentives to MPS to construct and opeethe parking garages for the courthouse,

arena, and sports complex are expensive and eqjllire considerable time and attention from
City employees. The project requires the on-gomgpivement of City employees in JEDC,
Office of General Counsel, General Accounting, dréasury. Twice annually, developer
reports are received and reviewed, cash flow sylmgments must be made, loans are accrued,
and notes are recorded.

The City is loaning millions of dollars, which wilikely become tens of millions, to the
developer for a project in which the City does hold an ownership interest. We noted that the
City does not even hold a first mortgage on theerty sold to MPS. Instead, the City holds a
subordinated promissory note. While we do not belithat a subordinate promissory note is
adequate collateral for the $5.7 million of landieththe City sold to the developer, we
understand that the lack of a first mortgage hadotwith the structure of the deal that the City
agreed to. The investors who purchased the boretstosfund construction of the garages hold
the first mortgage on the land.

Recommendation #19

To more fully describe an economic development psap JEDC fact sheets should be modified
to disclose lifecycle costs for City personnel adlvas lifecycle project costs and the City's
security for its investment.

Response to Recommendation #19
Where extraordinary circumstances warrant and tbetg are reasonably calculable, the City
will attempt to introduce life cycle costing in @omic development proposal analyses.

ADDITIONAL FINDINGS

Finding #20
The Committee which judged the design competitiod gelected the winning design only

contained one engineer. The City’s Professionalies Evaluation Committee (PSEC) selected
the design of the courthouse from the four finaliSthe membership of PSEC is as follows:

* Procurement Chief or his designee, who will seisvéha chair

* One representative from the Finance Department

* One representative from the Office of the GenemlrGel

» Two representatives from the using agency for whieh professional services will be
performed; these two individuals will also serveles PSEC subcommittee

In reviewing the tabulation of the rankings of ttesign competition, we noted that the engineer
was theonly member of PSEC who did not rank the Cannon ddsign

The design competition did have a Competition AdisCommittee. This committee did have
a component of individuals with an engineering lgarokind. However, (a) the committee had no
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voting rights and (b) the role of the Advisory Corttee was unclear. The competition program
described the Advisory Committee as follows:

“The Competition Advisory Committee is charged withe responsibility of
reviewing all submissions of the selected Desigmf@etition architects.”

Recommendation #20

For design competitions, the makeup of the seleat@mmmittee should be changed to include a
substantial representation from architects andreggs. In addition, the City should consider the
use of a scoring matrix for design competitionsalhivould award points for categories such as
constructability, construction cost, future mairgece costs, etc. The City may wish to study the
approach used by the U.S. General Services Admatimt (GSA). The GSA utilizes a five-
person Evaluation Board comprised of experts infiblels of architecture and engineering to
evaluate design submissions. No indication of asthip is allowed on the presentation boards.
The Lead Designer and his/her team are listedgaaded envelope attached to the back of the
presentation boards.

Response to Recommendation #20
| will direct Public Works and Procurement to jdinpursue the implementation of an improved
process for design competitions.

Finding #21
The role of the City’s contracted Program Managérd was paid $6,581,721.12) seems to be

duplicative of the services that should have besmviged or were being provided by the
Construction Manager and the City’s own engineers.

Response to Finding #21

The Program Manager consultant was hired for tharttmuse to avoid permanently growing
Public Works' staff. This approach was succesefulthe arena, ball park, libraries and
roadway programs.

Recommendation #21

The City should consider hiring more full-time emggrs to oversee projects rather than hiring
contractors and consultants. We believe that foletemployees will actually be less expensive
and are more likely to look out for the City’s begerests.

Response to Recommendation #21

We generally concur with your recommendation andildiaconsider hiring more in-house
engineers on a project by project basis. In thecdjr case of the courthouse, we are not hiring
a new program manager, but are rather managingpttogect using current City employees.

Finding #22
We noted the following problems with the PSEC eattbn matrix. Although the matrix scoring

was revised in the 2004 procurement code rewriee,still believe that the matrix could be
improved upon.
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» The PSEC evaluation matrix has two criteria (volunfework and past record of
performance) which work against each other. Essénit is impossible to be awarded
the highest score (i.e. 100%). We question theggpijateness of a scoring matrix with
an unattainable measure.

* During the Pre-Bid Proposal Conference for the GBbr(struction Manager) @ Risk
(June 2002), a City engineer described the evalnatiatrix. In describing at least two
of the 10 categories, it was said that the entirgpdint range of the category would not
be used. Specifically, this was mentioned for‘@rrent Workload’ and the ‘Quotation
of Rates, Fees, Charges’. In addition, verbal comarg indicated that the
Approach/Workplan category was “probably the maspartant”, but it was reiterated
that the category would still be worth only 10 pgeifthe same as every other). If this
category was truly the most important, it seemd thahould have been worth more
points than other categories.

* Financial Responsibility is one of the ten critetiaed to judge the best qualified
proposer. Even if PSEC ranks a proposer low omtiz responsibility, the proposer
could still be awarded City business. Proposersilshioot be allowed to compete if they
are not financially responsible. The real questiay be whether or not the proposer can
obtain a performance bond for the contract.

Recommendation #22
The City should review its scoring matrix to deterenthe most effective criteria and the
appropriate weighting of said criteria.

City Procurement officials should not reduce thievehble score values for a given criterion

after the RFP has been issued. If the intenteptiocurement is to give certain criterion a lower
weight, this should be described in the RFP it¥@BEC should not arbitrarily reduce the score
range after the fact.

Response to Recommendation #22

We generally concur with this recommendation that all categories should be equally
weighted and | will direct Public Works and Procoment to jointly pursue revising the Code
and scoring matrix to more truly reflect the dedigualities and weights of each criterion.

We appreciate the assistance and cooperation weeecfrom JEA, the JEDC, the Office of the
General Counsel, the Procurement Division, the ieutdrking Division and the Public Works
Department through the course of this audit.

Respectfully submitted,

Kirk A. Sherman, CPA
Council Auditor
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ATTACHMENT A

Glossary of Construction Terminology
Prepared by City of Jacksonville Public Works Depatment

Architect / Engineer

A firm or person licensed under Florida Statutepddorm professional architectural or
engineering services. The City contracts with &\l design our Public Works projects through
the Request for Proposals process based on gatbfis.

Construction Documents

The phase of design after Design Development wéléo®nstruction details are defined and
drawn, all finishes are defined and specified, g&eral requirements of the construction are
specified. This is the set of drawings the corttnabuilds the project by.

Construction Manager

A general contractor who does not actually selfqrar any of the construction work on a
project, but rather bids the parts of the projettto subcontractors who build the work under the
supervision of the construction manager. Constsnghanagement is a professional service
whereby the firm is selected based on its quatifics, not price.

Construction Manager @ Risk

Same as above, except now the construction maretgame point in the project, guarantees
the maximum price the project will cost for a sfiegcope, and is responsible for covering any
costs that exceed the guarantee. This procesHyusitiudes some incentive (additional profit)
for completing the project below the guaranteedimarn price.

Design / Bid / Build

A project delivery system where the owner contrdatsctly with an architectural/engineering
(A/E) firm to design a project under the supervisiad the owner. When the design is complete,
the owner solicits bids from general contractorbudd the project in accordance with the A/E's
plans, and awards the contract to the lowest resplenbidder.

Design / Build

A project delivery system where a single entityeisponsible for both designing and building a
project.

Design Development

The phase of design of a vertical project wherspdices and systems in the building are defined
and designed, but many details lacking.

Fast Track

General term which typically means that constructiall start before design is complete. Only
applies to Design-Build and Construction Managejqut delivery systems.



Guaranteed Maximum Cost
This is not a term or phrase that Public Works uses

Guaranteed Maximum Price

The maximum amount of money the construction manaffers to build the project for with a
specified scope. Any costs above that amounthar eesponsibility of the construction manager,
not the owner.

Lump Sum Payment Type

A fixed fee for a fixed scope of work, payable whka fixed scope of work has been
satisfactorily completed regardless of the expems@red by the vendor in completing the
scope.

Maximum Not To Exceed Payment Type

Primarily used when a lump sum payment amount dammonutually negotiated and agreed
upon - perhaps the scope is a bit unclear. Paymemade based on the vendor's actual cost
incurred in good faith to complete the scope ofkybut not to exceed the agreed upon
maximum.

Program

A series of related projects governed by one olpragram budget, but not necessarily
restricted by specific budgets for each individmalject in the program.

Program Manager

A consulting firm hired by the City to lead the ilementation of a program by directing and
leading the designers and construction contraciottse projects in the program.

Project

A single specific work (involving procurement, engering and construction) with a defined
scope and fixed budget.

Value Engineering

The process of reducing the cost of a project witlooitting scope, but rather by changing
materials, construction means and methods, finjsheades, etc., such that the original
functionality and operational goals are still avieie.



ATTACHMENT B
Council Auditor's Office

Courthouse Audit
Breakdown of Monies Spent

Table 1 from Report Body

Land $ 23,118,666
Engineering 10,732,156
Other Construction 30,571,115
Materials 197,263
Total : $ 64,619,200 <—
Breakdown Including Major Contractors

Auchter/Perry-McCall Joint Venture $ 1,170,441
Bellsouth Telecommunications 415,000
Cannon Design 8,548,319
Dan Wiley & Associates 321,205
Global Performance 466,668
Jacobs Engineering 6,581,721
R.B. Gay Construction 1,848,503
Skanska 15,860,109
Other Construction & Engineering 4,215,566

Subtotal : 39,427,531
Land 23,118,666
Materials 197,263
Expenditures on Current C/H and City Hall Annex 1,875,738
Total : $ 64,619,198 <+

** Any difference is due to rounding **
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