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MINUTES OF SPECIAL MEETING OF THE CITY COMMISSION, CITY OF HALLANDALE BEACH, FLORIDA, HELD ON MONDAY, JULY 19, 2010 AT 6:30 P.M., CITY COMMISSION CHAMBERS, CITY HALL 400 S. FEDERAL HIGHWAY, HALLANDALE BEACH, FL 33009
1. CALL TO ORDER
Mayor Cooper called the meeting to order at 6:33 P.M.

1. ROLL CALL

Commissioners Ross and Sanders, Vice Mayor Julian, Mayor Cooper, Interim City Manager Antonio, City Attorney Jove – All present.
Commissioner London was absent – Excused.

Mayor Cooper referred to Commissioner London’s electronic correspondence asking for an excused absence as he was unable to attend tonight’s meeting due to illness.
2. PLEDGE OF ALLEGIANCE

3. CITY BUSINESS
A. DISCUSSION OF FORENSIC AUDIT - PRESENTATION BY PANELISTS:

1. PROFESSOR JOHN T. SENNETTI – NOVA SOUTHEASTERN UNIVERSITY

2. ANDREWS INTERNATIONAL (FORMERLY, VERASYS) – PRIVATE 

3. FORENSIC RISK ALLIANCE - PRIVATE

4. SC INTELLIGENCE INC.

5. COUNTY/MUNICIPAL INTERNAL AUDITOR – STEVEN G. CHAPMAN

The City Commission, Interim City Manager Antonio and panelists discussed the difference between an internal audit, a forensic audit and an Internal Control Review Report.  Interim City Manager Antonio explained the City’s procurement process and its internal controls.  Finally, the possible benefits of hiring an Internal Auditor were discussed. 

Louis Paredes, 100 Golden Isles Dr., commented on the need of internal audits to ensure transparency and asked if other cities do have Internal Auditors as part of their staff.

Steven G. Chapman, County/Municipal Internal Auditor, stated some cities do have Internal Auditors, while other cities do not.  An Internal Auditor will look at the city’s internal control process and ensure it is in compliance with the city’s ordinances and regulations and, if needed, advise the city commission of need changes within the process.

Luis Pellegrino, 1830 South Ocean Dr., asked a question regarding the difference between non-compliance and fraud.  Professor John Sennetti, NOVA Southeastern University, indicated that to commit fraud an individual needs to have the motive, opportunity and intent, and there are usually no controls in place to prevent this from happening.

Steven G. Chapman, County/Municipal Internal Auditor, explained the differences between External Auditing, Internal Auditing and Forensic Auditing.

The City Commission and panelists discussed the role, benefits and nuances of having an Internal Auditor on staff, including salary ranges.  Also discussed were the possible costs, opportunities and limitations of hiring an outside company to perform an Internal Audit on an as needed basis.

Louis Paredes, 100 Golden Isles Dr., referring to Mr. Good’s employment contract, spoke on protection measures to ensure City Ordinances are followed.

The City Commission and panelists discussed examples of fraud and instances when forensic auditing might be appropriate.

Luis Pellegrino, 1830 South Ocean Dr., asked which elements differentiate fraud versus non-compliance with established processes.  Panelist Maggi Smith explained the difference between neglect and intention to commit fraud.

Daniel Bolo, 1830 S. Ocean Drive, Beach Club, asked if a consistent pattern of non-compliance is considered fraud.  Panelist Maggi Smith explained that this could be a “flag” which should then be further investigated to verify if it is indeed fraud or neglect by the employee.

Louis Paredes, 100 Golden Isles Dr., questioned the difference between an Internal Control Review and a Forensic Audit.  Panelist Maggi Smith explained that an Internal Control Review is a Proactive approach, as opposed to an Internal Audit, which is a Reactive approach.

Mayor Cooper stated that elected officials need to reassure the Community that the City does have processes in place to prevent fraudulent actions.  Furthermore, she stated that she does not believe the City needs a Forensic Audit; however, believes that a solution could be to hire an Internal Auditor.

Answering a question from Mayor Cooper, City Attorney Jove indicated that a Charter Amendment would be needed to allow the City Commission to hire an Internal Auditor as a Constitutional Officer of the City.

Deputy City Clerk Sheena James read Commissioner London’s statement into the record.

Vice Mayor Julian stated that he would like to see an Internal Control Review of the City Manager’s department, including all of the department’s projects, checks over $25,000, and all Development Agreements, going back to January 0f 2005.  In addition, he would like to see the same done with the City’s Community Redevelopment Agency (CRA), and after the Internal Control Review is complete, he would like to hire an Internal Auditor to keep checks and balances.

Answering Commissioner Sander’s question, City Attorney Jove reiterated that, should the City Commission want to hire an Internal Auditor as a Constitutional Officer of the City, a Charter Amendment would be needed in order to create the position.  
The City Commission discussed the process to retain an Internal Auditor as a consultant.

Commissioner Sanders agreed with Vice Mayor Julian’s recommendation to be proactive and to move forward with conducting an Internal Control Review utilizing a consultant, and to move forward with the Charter Amendment.

Commissioner Ross spoke in support of staff and the City stating the City is transparent, there is no evidence of fraud and, therefore, no need for suspicion.

Louis Paredes, 100 Golden Isles Dr., asked the panelists what the logical business decision is: to conduct an Internal Control Review first or to move forward with hiring an Internal Auditor.

Panelist Maggi Smith spoke in support of hiring an Internal Auditor and charging him/her with the Internal Control Review as the first task to be performed.

Vice Mayor Julian stated he wanted to move forward with the Charter Amendment in order to hire an Internal Auditor.

Robert Fisher, 2076 S. Ocean Drive, commented on Commissioner London’s and Mr. Paredes’ e-mails and encouraged an investigation on past City Manager Good’s contracts.

Mary Guzzo, 3177 S. Ocean Drive, spoke in support of Commissioner London’s actions and thanked the City Commission for holding the Special Meeting.

Barbara Southwick, no address provided, spoke against a forensic audit.

Louis Paredes, 100 Golden Isles Dr., speaking on behalf of the United Condominium Association of Hallandale Beach, encouraged Vice Mayor Julian to endorse an Internal Control Review Audit for the last five years for CRA, the City Manager’s Office and Development Agreements. 
MOTION
BY VICE MAYOR JULIAN TO DIRECT STAFF TO DRAFT A REQUEST FOR PROPOSALS TO HIRE AN INTERNAL AUDITOR TO CONDUCT AN INTERNAL CONTROL REVIEW AUDIT OF THE CITY MANAGER’S OFFICE, INCLUDING ALL DEVELOPMENT PROJECTS, CONTRACTS OVER $25,000, AND ALL DEVELOPMENT AGREEMENTS BACK TO JANUARY 2005 AND TO CONDUCT AN INTERNAL CONTROL REVIEW AUDIT OF THE COMMUNITY REDEVELOPMENT AGENCY WITH THE TIME FRAM TO BE DECIDED.

Both Mayor Cooper and Interim City Manager Antonio clarified that an Internal Control Review Audit does not tie itself to time, but rather is an internal review of the controls in place, which might have to go back in time to determine whether the controls were in place, and spoke of the importance of defining a scope of services.

Vice Mayor Julian reiterated his desire to hire someone to look at what has been done in the past and questioned the benefits of conducting an internal control review moving forward versus looking at the past practices.

Professor Sennetti responded stating that the City already has conducted an external audit, which is based on Risk Basis Auditing: this type of auditing looks at problem areas.  In view that the City has already looked at those areas, and nothing suspicious has come out, it would pertinent to conduct a Special Report.  With a Special Report, the auditors will be looking at a specific scope/instances when there might have been wrong doing, as well as the motive and intent of wrong doing.

Responding to a question by Commissioner Sanders, Professor Sennetti responded that to complete the Special Report the internal auditor will look at the scope and time frame requested by the City Commission.

MOTION
BY VICE MAYOR JULIAN TO DIRECT STAFF TO HIRE THE CITY’S NEW AUDITORS TO PROVIDE A SPECIAL REPORT.  THE REPORT WILL FOCUS ON THE CRA, ALL DEVELOPMENT PROJECTS, DEVELOPMENT AGREEMENTS, AND CONTRACTS OVER $25,000.
Mayor Cooper asked for clarification on the scope of services to audit the Development Agreements.  Interim City Manager indicated that they would be looking at the process as well as the payments.

After further discussion by the City Commission, Mayor Cooper called the Question.  Deputy City Clerk James read the Motion on the Table as follows:
MOTION
BY VICE MAYOR JULIAN TO DIRECT STAFF TO HIRE THE CITY’S NEW AUDITORS TO PROVIDE A SPECIAL REPORT.  THE REPORT WILL FOCUS ON THE CRA, ALL DEVELOPMENT PROJECTS, DEVELOPMENT AGREEMENTS, AND CONTRACTS OVER $25,000.
Interim City Manager Antonio requested clarification on the scope of services to review Development Projects: it was clarified that the referral was to Development Agreements.
MOTION
BY VICE MAYOR JULIAN, SECONDED BY COMMISSIONER SANDERS, TO DIRECT STAFF TO HIRE THE CITY’S NEW AUDITORS TO PROVIDE A SPECIAL REPORT.  THE REPORT WILL FOCUS ON THE CRA, ALL DEVELOPMENT AGREEMENTS, AND CONTRACTS OVER $25,000.  The Motion carried on a 3/1 Voice vote (Commissioner Ross voted No and Commissioner London was absent from the meeting.)
MOTION
BY VICE MAYOR JULIAN, SECONDED BY COMMISSIONER SANDERS, TO DIRECT THE CITY ATTORNEY TO RESEARCH THE FEASIBILITY OF CONDUCTING A REFERENDUM TO AMEND THE CITY’S CHARTER TO HIRE AN INTERNAL AUDITOR AS A CONSTITUTIONAL OFFICER OF THE CITY: RESEARCH TO INCLUDE TIME AND LANGUAGE TO BE PLACED ON THE BALLOT, AS WELL AS THE COSTS ASSOCIATED WITH THE NEW POSITION SHOULD THE REFERENDUM BE ADOPTED BY THE ELIGIBLE VOTERS OF THE CITY.  The Motion carried on a 3/1 Voice vote (Commissioner Ross voted No and Commissioner London was absent from the meeting.)
There being no further business before the City Commission, Mayor Cooper adjourned the meeting at 9:34 P.M. 





RESPECTFULLY SUBMITTED,





_______________________                            





               Mayor

ATTEST:

________________________                        

          City Clerk
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