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Santa Clara | AGENDA REPORT

The Center of What's Possible

Date: November 27, 2017
To: Ad-Hoc Stadium Audit Committee
From: Executive Director for the Stadium Authority

Subject: Status of Harvey M. Rose Associates’ Measure J Compliance Audit
Recommendations as of November 22, 2017

EXECUTIVE SUMMARY

On June 28, 2016, the Santa Clara Stadium Authority Board selected Harvey M. Rose
Associates, LLC to perform a comprehensive Measure J audit of Stadium Authority finances.
The audit covered the two-year period beginning April 1, 2014 through March 31, 2016 (Stadium
Authority Fiscal Years of 2014-15 and 2015-16).

The audit report was completed and presented to the Stadium Authority Board on August 24,
2017. The report included thirty-seven (37) recommendations to improve Stadium Authority and
City processes. In preparing the audit recommendations, Harvey M. Rose consultant's expressed
that the absence of access to non-NFL related documents resulted in the inability to complete the
entire scope of their work.

Staff has prepared a standard audit recommendation tracking matrix listing the audit
recommendations and the standard designation for the status of the recommendation (e.g.,
Complete, Partially Complete, or Not Implemented) and action taken so far. This matrix will be
used as a tool to demonstrate staff's progress going forward and will continue to be presented to
the Ad-Hoc Stadium Audit Committee at future meetings.

In preparing the matrix, staff analyzed the recommendations to determine if they should be
categorized as business process improvements, risk management, financial disclosures, or
management corrective action. Using this methodology, staff then determined the current status
of the recommendations. The following table reflects staff's progress towards implementing the
thirty-seven audit recommendations:

Status Progress (# of Audit Recommendations)
Complete 10
Partially Complete 14
Not Implemented 13
TOTAL 37

WORK PLAN PROPOSAL FOR THE AD HOC COMMITTEE

City staff reviewed the audit recommendations and is providing a framework for addressing the
many audit recommendations over time. With the number of items requiring follow-up on Stadium
Authority directives, staff thought that a good start to these monthly Ad Hoc Committee meetings
would be to set a short-term horizon to address the audit recommendations that are most timely
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for key upcoming milestones. The proposal provides about a four month horizon of the audit
recommendations that we plan to address, recognizing that timing and prioritization is very
important to maximize budget development, manage resources/capacity, and address other key
operational matters.

Key to this framework is to complete those recommendations that are urgent, could be
implemented with ease, and/or without significant dedication of time/resources. Next steps for
moving forward are proposed as follows:

« Budget Development (ETA = March 2018) - Staff has prioritized audit recommendations
that have an impact on budget development and proposes that the Ad Hoc Committee
provide input on them, as well. To that end, the following audit recommendations are
those that we should focus on at our November and January meeting, so that we can
schedule closed session discussions, Stadium Authority Board agenda items in December
and/or January. Additionally, this proposal allows for staff to follow up with ManCo at our
monthly meetings in December and January. Those recommendations are: 1A, 1D, 1G,
1H, 1K, 1M, 1R, 2B, and 2H. Those audit recommendations are highlighted in the
attachment.

o Marketing Plan (ETA= February/March 2018) - Staff would like to bring this matter to a
higher level of agreement focusing on Authority policies (i.e.. goals and outcomes) and
present current status in January, so that any required changes could be integrated into
budget development for the upcoming fiscal year.

o Additional Due Diligence (ETA = July 2018) - As discussed in this report, Harvey Rose
was not able to audit all relevant documents as they were not available during the audit
work without signing a non-disclosure agreement (NDA), nor were the documents in
possession of the Stadium Authority. In the meantime, ManCo has provided these
documents to the Stadium Authority. Staff is reviewing the documents for completeness
as they were previously reviewed at ManCo offices. Discussion with Harvey Rose
representatives conclude that the soonest the firm can support any audit follow-up work
would be in late June 2018. Therefore, upon discussion with ManCo, staff may issue a
Request for Proposal (RFP) for a new contract that permits the completion of any
outstanding audit work that was not completed during the first audit. The continuation of
the audit will require coordination for budget review with ManCo, Stadium Authority Board
action (possibly in January or February), release of an RFP, evaluation of proposal(s), and
award of a new contract.

As always, if there is an opportunity or capacity to advance other audit recommendations, we will
certainly do so; but, staff would like to agree on a short term work plan on how our work and time
is best used so that we are responsive and accountable to the Board.

ADVANTAGES AND DISADVANTAGES OF ISSUE

The status of the audit recommendations will provide an update on staff's progress towards
implementing and improving current processes and procedures. There are no identified
disadvantages.
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ECONOMIC/FISCAL IMPACT

There is no fiscal impact to the Stadium Authority with this status update. However, staff is
currently analyzing the audit data to determine the reimbursement amount that the Stadium
Authority will owe the City's General Fund.

RECONMENDATION

That the Stadium Authority Board Receive the Status of Harvey M. Rose Associates’ Measure J
Compliance Audit Recommendations as of November 22, 2017.

Dl f P

Deanna J. Santana /
Executive Director for Stadium Authority
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