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OVERVIEW 

BACKGROUND   

The Jefferson Parish Performing Arts Center (JPAC) is located at 6400 Airline Drive in Metairie and opened 

in the summer of 2015.  JPAC has a seating capacity of 1,063 in an 86,000 square foot theatrical venue 

able to accommodate theater productions, concerts, dance recitals, meetings, graduations, and other 

special events.  The facility includes a spacious lobby and terrace, catered services, and a hospitality suite.   

SMG Jefferson, LLC (SMGJ) was contracted to provide management, marketing, and operations services 

at JPAC.  The contract term with SMGJ began on December 10, 2014, and continues through December 

31, 2019. The term may be extended for an additional five (5) years upon mutual agreement of Jefferson 

Parish (the Parish) and SMGJ. (See Attachment A)  The Parish remits monthly payments to SMGJ for the 

services. 

The Parish entered into a Cooperative Endeavor Agreement (CEA) to designate the Jefferson Performing 

Arts Society (JPAS) as the “Artist in Residence” essentially giving JPAS free use of JPAC for thirty-two (32) 

weeks of engagements on an annual basis. (See Internal Audit #2018-007.)  For the other twenty (20) 

weeks of the year, revenues are generated for JPAC via facility rentals for dance recitals, concerts, theater 

productions and various catered meetings and events. (See Attachment G for Rental Rates.) Tickets are 

sold for theatrical productions with such revenues going to the production company versus JPAC, with the 

exception of productions that are co-produced in which case there is typically a revenue-sharing 

arrangement in place in lieu of facility rental. 

The Parish funds the balance of operations not covered by revenues (net loss).  JPAC has operated at a 

net loss since its opening in 2015. The source of funding for JPAC is largely from Culture and Parks Ad 

Valorem taxes.  (See Finding #7) 

OBJECTIVES   

The objectives of this review were to ensure compliance with the following Sections of the Management 

Agreement dated December 10, 2014, between the Parish of Jefferson and the SMG Jefferson, LLC, 

referenced by the Parish as Contract #RP-201C: 

1) Sections 4.3: SMGJ’s Compensation and Payment 

2) Section 5.1: Budgets, Operating Expenses, Operating Budget 

3) Section 5.3: Receipts and Disbursements; Accounts 

4) Section 6.2: Annual Reporting Requirements  

5) Section 6.3: Annual Plan 

6) Section 6.4: Monthly Reports 
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SCOPE 

The Management Agreement between SMGJ and the Parish was retrieved, along with related Council 

Resolutions (See Attachments A & B).  Select financial data was obtained from the AS/400 Financial 

Management System and parish files such as a contract payables listing for calendar years 2016 and 2017, 

Audited Financial Statements, and monthly JPAC Financial Statements.  

Invoices were selected for specific review. The Annual Operating Budgets for 2016 and 2017 and other 

financial data was requested from the vendor.  A roster of scheduled and completed events, advertising 

and promotional activities, and information regarding personnel counts and plans were also obtained.    

This review covers only the sections of the agreement as indicated in the Objectives section of this report 

and does not cover any other parts of the agreement. 

 

FINDING #1 

CRITERIA 

According to Section 4.3(a), SMGJ’s Compensation, of the Management Agreement, an annual fixed 

management fee in the amount of ninety thousand dollars ($90,000) payable in twelve (12) equal 

payments of seven thousand five hundred dollars ($7,500) due and payable to SMGJ on the first business 

day of each month of the Management Term (and extension thereof). 

According to Section 4.3, Payment, of the Management Agreement, all Management Fees payable shall 

be funded to SMGJ within 30 days following receipt of an invoice from SMGJ. 

FINDINGS 

A) Payments to SMGJ were not always made timely.  (General Services) 

B) Contract language appears to be inconsistent in regards to the due date of the payments to SMGJ.  

(Parish Attorney’s Office) 

OBSERVATIONS 

The Management Agreement contains two (2) Sections numbered 4.3. One titled, “SMGJ’s 

Compensation”, and the other titled, “Payment.”  

Seven thousand five hundred dollars ($7,500) was paid monthly to SMGJ for January 2016 through 

December 2017 services (twenty-four months).  According to Section 4.3(a), SMGJ’s Compensation, 

payments are due and payable to SMGJ on the first business day of each month.  Actual payments made 

ranged from twelve (12) days early to seventy-seven (77) days late.  Ten (10) payments or forty-two 

percent (42%) of the population of payments were paid late.   

The following graph illustrates the timing of each payment.  The horizontal axis value of zero (0) indicates 

an on-time payment, whereas a positive value represents a late payment and a negative value indicates 

an early payment. 
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Based on a sample of three (3) invoices or twelve point five percent (12.5%) of the population of invoices, 

payments were funded and remitted to SMGJ within thirty (30) days of receipt as per the terms of the 

second Section 4.3, Payment, of the Agreement. 

Language within both 4.3 Sections indicate different requirements, that is, invoices “due and payable” on 

the first business day of each month versus “funded” within thirty (30) days of receipt of an invoice.  

However, the language in both sections appears to be inconsistent or, at a minimum, confusing to the 

reader. 

SUGGESTIONS 

A) Payments to SMGJ should be made timely in accordance with Section 4.3(a) of the Management 

Agreement.  (General Services) 

B) Contract terms should be labeled with unduplicated numbering and should contain clear and 

consistent terms.  (Parish Attorney’s Office) 

RESPONSE FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with the findings presented by Internal Audit. 

Upon coming into office, we learned that the JPAS and JPAC agreement monitoring was designated to 

General Services.  The review of this audit has further acknowledged that General Services is not the 

proper designee for the monitoring of this agreement, which requires a detailed review of reports relative 

to a business they are not familiar with as well as a review of financial statements.     

As there is no Parish department dedicated to such a task nor technically assigned to the agreement, we 

will assign a member of the President’s Office staff as well as the Alario Center Manager to review reports. 

We will also request a member of Finance and/or the Accounting Department to review financial 

statements, reimbursement submittals and monitor payments.  This situation is also applicable to other 

Jefferson Parish agreements.  We will be more attentive regarding designation of contract monitoring as 

these agreements go before the Council. 
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We will also speak with SMGJ and work with the Parish Attorney’s Office to send proper notice to clarify 
the intentions regarding confusing payment terms and comply with Section 4.3(a) of the Management 
Agreement. 
 

RESPONSE FROM JEFFERSON PARISH ATTORNEY’S OFFICE 

The Parish Attorney’s Office has reviewed Internal Audit Report #2018-006 SMG Jefferson - JPAC: Contract 

#RP-201C Finding #1 and, in general, concurs with the recommendations of the Internal Audit Department 

based upon the facts detailed in the Report.  The contract language for the fixed fee (Section 4.3(a) 

provides that the annual fixed management fee is “due and payable” on the first day of each month, while 

Section 4.3(b) provides language relating to the Performance Incentive Fee which is an annual payment 

based on increases in Adjusted Gross Income for the facility.  Section 4.3 (which should have been labeled 

4.3 (c)) provides that any and all fees defined in the foregoing paragraphs shall be “funded” by the Parish 

within 30 days following receipt of invoices.  The Parish Attorney’s Office agrees that the language is 

somewhat confusing here but it is not inconsistent.  The references refer to what is “due and payable” 

versus the mechanism for “funding” the same.  As such, the language is not inapposite.  We do not deem 

it necessary to amend the contract at this time but in future agreements the number formatting should 

be corrected so as not to create confusion. The Parish Attorney’s Office suggests that when the contract 

is renewed or amended that this matter be addressed but the contract remains enforceable in its current 

format.  

 

FINDING #2 

CRITERIA 

According to Section 5.1 of the Management Agreement, on or before May 1 for each year of the 

Management Term, SMGJ shall prepare and submit the Annual Plan, which shall include the Annual 

Operating Budget and Annual Cash Flow Plan for JPAC and the performance of SMGJ’s Scope of Services 

for the upcoming Fiscal Year.   

According to Section 6.3 of the Management Agreement, on or before May 1 in each year during the 

Management Term, SMGJ shall provide the Parish an annual management plan for the succeeding Fiscal 

Year (the “Annual Plan”), which shall include the annual operating budget and annual cash flow budget 

described in Section 4.6 for the next Fiscal Year. 

FINDINGS 

A) The Annual Cash Flow Plan, reporting on the performance of SMGJ’s Scope of Services, and annual 

management plan was not submitted to Jefferson Parish in accordance with Sections 5.1 and 6.3 of 

the Management Agreement.  (General Services) 

B) The Management Agreement contains a reference to a section within the agreement which does not 

exist.  (Parish Attorney’s Office) 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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OBSERVATIONS 

SMGJ submitted an Annual Operating Budget for 2016 and 2017 which was approved by Jefferson Parish.  

An Annual Cash Flow Plan for JPAC was requested from SMGJ; however, the Accounting Manager 

indicated that they do not prepare such a plan.  Likewise, reporting on the performance of SMGJ’s Scope 

of Services and formal Annual Management Plan was not available. 

Section 6.3 of the Agreement references Section 4.6; however, Section 4 includes only 4.1, 4.2, and 4.3 

(two times).    

SUGGESTIONS 

A) Reports, as required per the Management Agreement, should be collected and reviewed by the 

parish.  (General Services) 

B) References within the Management Agreement should be clear and valid.  (Parish Attorney’s Office) 

RESPONSE FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with the Internal Audit findings. 

The Administration will assign a member of the President’s Office staff as well as the Alario Center 

Manager to review reports and evaluate performance relative to SMGJ’s Scope of Services as well as the 

annual management plan once submitted. We will also request a member of Finance and/or the 

Accounting Department to review the annual management plan. 

Reference sections for all RFPs are reviewed during regular meetings of General Advisory Board (GAB).  

This practice and precaution intended to catch errors prior to advertisement will continue; however, these 

reviews are subject to human error and may still be overlooked. 

RESPONSE FROM JEFFERSON PARISH ATTORNEY’S OFFICE 

The Parish Attorney’s Office has reviewed Internal Audit Report #2018-006 SMG Jefferson - JPAC: Contract 

#RP-201C Finding #2 and, in general, concurs with the recommendations of the Internal Audit Department 

based upon the facts detailed in the Report. A review of the agreement between the parties reveals in 

Section 6.3, references to Section 5.6, and describing the “Annual Plan.”  Internal Audit is correct, there is 

no Section 5.6 in the Agreement.  Instead, the Annual Plan is described/defined in Section 5.1, rather than 

Section 5.6.  This would appear to be an error in the versions of the draft agreement that were not 

corrected in the final version.  As the requirement is detailed elsewhere (See Section 5.1), and what 

comprises the annual plan is defined therein the intent of the agreement can be ascertained from the four 

corners of the document. Again, the Parish Attorney’s Office agrees that the language is somewhat 

confusing because of the misidentification of sections. However, we do not deem it necessary to amend 

the contract at this time. In future agreements this can be rectified. The Parish Attorney’s Office suggests 

that when the contract is renewed or amended that this matter be addressed but the contract remains 

fully enforceable in its current format. Furthermore, the Parish Attorney’s Office agrees that Reports, as 

required per the Management Agreement, should be collected and reviewed by the parish. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 



 

6 | P a g e  
 

FINDING #3 

CRITERIA 

According to Section 6.2 of the Management Agreement, SMGJ shall deliver to the Parish annual financial 

statements within 30 days after the close of each Fiscal Year prepared in accordance with Generally 

Accepted Accounting Principles. 

FINDING 

Annual financial statements were not delivered to the Parish within 30 days after the close of each Fiscal 

Year. 

OBSERVATIONS 

For the Fiscal Year Ended December 31, 2016, the annual audited financial statements were sent to the 

Parish on July 28, 2017.  The statements should have been sent by the end of January 2017, which means 

they were approximately six (6) months late.  Other financial records were delivered to the parish by 

February 9, 2018; however, they did not contain draft financial statements.  For the Fiscal Year Ended 

December 31, 2017, the annual audited financial statements were approximately three and a half (3.5) 

months late.  The following exhibit contains details of the dates and reports submitted. 

 

SUGGESTION 

Annual financial statements should be obtained from SMGJ within 30 days after the close of each Fiscal 

Year in accordance with the Management Agreement.  Such statements should be reviewed and 

monitored by the Parish. 

RESPONSE FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with the Internal Audit findings. A tickler or calendar file will be administered for follow up by 

staff in the Parish President’s Office in order to ensure compliance for the remaining term of the 

agreement. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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FINDING #4 

CRITERIA 

According to Section 6.4 of the Management Agreement, on or before the last day of each month during 

the Management Terms, SMGJ shall provide to the Parish a written monthly report in a form approved by 

the Parish setting out JPAC’s anticipated activities and financial condition for the upcoming month and 

reporting on the prior month’s activities and finances. 

FINDING 

Monthly reports are not provided to the Parish on or before the last day of each month as required by 

Section 6.4 of the Management Agreement. 

OBSERVATIONS 

The General Manager prepares a report monthly that contains financial and customer satisfaction data 

along with key information regarding operational activities, including successes and challenges.  (See 

Exhibit 4A for an example of the monthly report.)  This type of reporting is occurring on a monthly basis; 

however, it is typically sent to the Parish by the middle of the subsequent month.  For example, the June 

2018 report was sent to the Parish on July 17th.  

According to the General Manager, he needs to wait for the financials to be complete before he can 

prepare the report.  Internal Audit believes that reporting on or before the last day of each month is an 

unrealistic timeframe to produce such a report. 

SUGGESTIONS 

A) The General Manager should strive to produce and send the monthly report to the Parish in a timely 

manner.  Any future contract should be reviewed and revised to include a realistic timeframe for the 

monthly reporting component of the contract. 

B) The Department should have the content of the monthly reporting tailored to include the following 

in the Performance Dashboard: 

1)  Facility usage by Event Category (Assemblies, Concerts, Performing Arts, JPAS, etc.). 

2) $3.00 Facility Fee earned then remitted to the Parish, along with the amount of fees waived.  

(See Finding #6 for more details.) 

RESPONSES FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with the Internal Audit findings.  

Over the past year, the Parish Administration has noticed that the required reporting in most CEAs and 

IGAs was not being received and/or monitored.  Standard contract language indicates reporting 

requirements and such reports to be turned in to the Internal Auditor.  Therefore, we are in the process 

(originally started in Q1 2018) of working with Internal Audit and EIS to create an online system that will 

allow for easy submittal of reports required in each agreement.   

Further, no database exists to track reporting requirements, which agencies should be submitting nor a 

direct department contact for report review.  We have assigned personnel in the Parish President’s Office 
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to create this tracking list and tasked them with sending notification to agencies contracting with the 

Parish regarding reporting submittal deficiencies; this will be sent once the online submittal system is 

functioning as it would be too difficult to track manually at this time with limited resources.  It will also 

allow for continuity. 

Upon coming into office, we learned that the JPAS and JPAC agreement monitoring was designated to 

General Services.  The review of this audit has further acknowledged that General Services is not the 

proper designee for the monitoring of this agreement, which requires detailed review of reports relative 

to a business they are not familiar with as well as a review of financial statements.     

We have evaluated resources and determined the Alario Center Director to be the most qualified staff 

member to review the SMGJ reports as the business of the Alario Center should be similar to the JPAC.  

We will also assign a member of the President’s Office staff to review deliverables regarding performance 

and will request a member of Finance and/or the Accounting Department to review any financials 

provided.   

As recommended, the reports will continue to be furnished by SMGJ once the financials are complete; 

reminders will be sent to SMGJ by Parish President Office staff if they are not received by the 15th day of 

the subsequent month. Future contracts will be reviewed and revised to include a realistic timeframe for 

the monthly reporting component.  We will also reach out to SMGJ to ensure the recommended 

performance indicators and deliverables are included in the report. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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EXHIBIT 4A 
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FINDING #5 

CRITERIA 

According to Section 5.3 of the Management Agreement, all budgeted or pre-approved travel and 

professional expenses of individuals not employed at JPAC by SMGJ shall be paid as incurred when 

included in the Agreed Annual Budget.  All non-budgeted travel and professional expenses shall be paid 

only with the prior written approval of the Parish. 

FINDINGS 

A) Travel and meal expenses while below budget in total, appear to be excessive on a per transaction 

basis. 

B) Internal controls are not in place to require appropriate documentation to substantiate meal 

expenses or to prevent duplicate payment of travel expenses. 

OBSERVATIONS 

Actual travel and related expenses were below budget in total for fiscal years 2017 and 2016; however, 

when vouching individual transactions, Internal Audit noted amounts in excess of reasonable and prudent 

expenditures per parish policies and procedures. Internal Audit vouched fifty-two point four percent 

(52.4%) of Travel and Related Expenses incurred in 2017, and thirty-five point nine percent (35.9%) in 

2016.   

 

 

Travel and Related Expenses are included in the “General and Administrative” line item on the Income 

Statement.  (See Attachment C.) 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. ***  
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Notable results are as follows: 

Travel 

 Hotel rooms rates were noted at two hundred seventy-seven dollars ($277) and three hundred 

twenty-three dollars ($323) per night on two (2) different trips.  (See Attachment D.) 

 Meal expense incurred while traveling included breakfast for one with a cost of fifty-one dollars 

($51). (See Attachment D.) 

 A hotel room deposit in the amount of $277.95 was paid twice.  Once at the time the deposit was 

required, and a second time after the stay was complete. (See Attachment D.) 

Meals & Entertainment 

When vouching Meals & Entertainment expenses, seventy-six point four percent (76.4%) of 2017 and 

eighty-four point five percent (84.5%) of 2018 meal expenses vouched were for internal meetings such as 

holiday meals for SMGJ staff, staff meetings, and staff team building activities. 

 

Meetings & Conventions 

A one hundred nineteen dollar ($119) meal expense was incurred while the General Manager (GM) was 

at the International Entertainment Buyers Association (IEBA) in Nashville, TN.  Such expense was 

reimbursed to the GM without an itemized receipt, only a credit card receipt was attached to the expense 

report. There were not any notations indicating the business purpose or if any other person was in 

attendance. (See Attachment D.) 

In total, two hundred fifty-three dollars and fourteen cents ($253.14) was spent on meals during the four 

(4) day Nashville trip calculating to a per diem rate of sixty-three dollars and twenty-eight cents ($63.28).  

The published Parish per diem reimbursement rate is fifty-four dollars ($54.00) for Nashville, TN and 

would need to be adjusted downward for any meals provided at the conference.  According to the IEBA 

website, three (3) breakfasts and two (2) lunches were provided at the conference which requires a 

reduction of sixty-nine dollars ($69) from the potential reimbursement.  The total excess reimbursement 

if the Parish policies and procedures were followed was one hundred six dollars and fourteen cents. 

($106.14). 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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SUGGESTIONS 

A) The next budget should give consideration to amounts actually needed and be prepared with 

reasonable expenditure amounts in mind.  The Parish Travel and Training Policies & Procedures 

and published per diem rates should be used as a guide in determining the reasonableness of 

travel and related expenses. 

B) SMGJ should review internal controls and place proper procedures in place to substantiate meal 

expense reimbursement within parish policies and procedures, and to detect duplicate payments 

of travel expenses.  The $277.95 duplicate payment to the General Manager should be returned 

to the Parish. 

RESPONSES FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with the Internal Audit findings; however, the agreement did not require compliance with Parish 

travel and expense policies.  We will review this finding with the Parish Attorney’s Office to determine if 

the Parish can enforce or request the review of these expenditures if they are not exceeding budgeted 

amounts that have been pre-approved.  We will also inquire about the duplicate payment to the General 

Manager. 

This Administration will consider requiring similarly contracted agencies to follow Parish policies in future 

agreements that allow for reimbursement of such expenses and include such language in future contracts. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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FINDING #6 

CRITERIA 

According to Jefferson Parish Ordinance No. 25030 (October 21, 2015), there shall be a three dollar ($3.00) 

facility fee on tickets purchased at the Jefferson Parish Performing Arts Center to defray the costs of 

operating the facility.  The JPAS Arts Adventure Series performances, as well as, student groups are 

exempt from the payment of the facility fee.  (See Attachment E.) 

FINDING 

Facility fees due to the parish are not remitted in a timely fashion. 

OBSERVATIONS 

As a result of the request for information related to this review which was sent to SMGJ on June 8, 2018, 

the SMGJ Accounting Manager indicated that the $3.00 facility fee had not been paid for the following 

nineteen (19) performances held in JPAC during 2017, and that SMGJ was in the process of reconciling the 

accounts to determine correct payment amounts to Jefferson Parish. 

2017 Facility Fees Not Paid  
As of June 8, 2018 – Per SMGJ 

 
Event Dates 

Under the Streetlamp 2/27/2017 

Rockin’ Road to Dublin 2/21/2017 

Jim Brickman Concert 03/30/2017 

War on the Catwalk Drag Show 9/15/2017 

Miss LA Pageant 10/20-21/2017 

The Big Teasy 10/22/2017 

Men are from Mars, Women are from Venus 10/27/2017 

Evening with Ronnie Lamarque 11/11-14/2017 

A Christmas Carol 12/21-22/2017 

A Very Electric Christmas 12/23/2017 

Rat Pack is Back 8/4-5/2017 

Harry Potter in Concert 8/26/2017 

JPAS – Tarzan 3/3-28/2017 (AAS 3/21-22) 

Articulate Motions Dance Academy 6/3,15/2017 

JPAS – Guys & Dolls, Jr. 4/10-24/17 

JPAS – Singin’ in the Rain, Jr. 7/21-31/2017 

JPAS – Chicago 9/18 – 10/17/2017 

JPAS – U.S. Marine Corp Band 11/12/2017 

JPAS – Tuck Everlasting AAS 12/12-13/2017 

 

In some cases, seventeen (17) months have passed, as of the timing of this report, without the imposed 

$3.00 facility fee being remitted to the parish.  The performances in gold above were subsequently paid 

to Jefferson Parish in late June through mid-July 2018. 
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Per the AS/400 Financial Management System, a total of $135,021 has been remitted for the $3.00 facility 

fee during the calendar years 2016, 2017 and year to date as of July 31, 2018.  Of that approximately 

$120,579 is related to the 2016 and 2017 years.   

The $3.00 facility fee is based on the number of tickets sold.  Tickets are sold through various methods, 

and statistics were not available to Internal Audit.  For this reason, an estimated total amount due to the 

parish for 2016 and 2017 was calculated based on attendance at JPAC as tracked by SMGJ. Total 

attendance excluding banquets, meetings, and other events for 2016 and 2017 combined was 86,275. 

This results in a total of $258,825, due for the $3.00 facility fee which suggests that $138,246, is still owed 

to the Parish as of the timing of this report.  (See Attachment F for usage data.) 

Calculated Facility Fees Due to JP  $ 258,825 

Less: Actual Facility Fees Remitted to JP $ 120,579 

Estimated Amount Due to JP (as of July 31, 2018) $ 138,246 

 

SUGGESTIONS 

A) Amounts due to the parish for the $3.00 facility fee should be paid in a timely manner.  The 

Department should work with SMGJ to determine the specific amount due and to collect all 

outstanding fees.  A monitoring mechanism needs to be put in place by the Department to ensure 

that future amounts due are collected timely. 

B) A system should be put in place to collect fees at the time tickets are sold, or the process should 

otherwise be streamlined so that such a backlog does not occur in the future. Consider changing the 

$3.00 fee basis from tickets sold to attendance for all types of events which would match revenues to 

actual facility usage since all who purchase a ticket do not attend an event.  This could potentially 

streamline the process as well.  The imposed fee could be collected from the facility renter versus at 

the time of ticket sales. 

RESPONSES FROM JP DEPARTMENT OF GENERAL SERVICES 

We agree with Internal Audit’s findings and will assign a member of the President’s Office staff to review, 

reconcile and communicate with SMGJ regarding facility fee payments.  A tickler or calendar file will be 

administered for follow up by staff in the Parish President’s Office in order to ensure compliance for the 

remaining term of the agreement. 

We will continue the practice of assessing the fee based on tickets sold as this is an easily reconcilable 

method based on reporting available.  However, we will consider other fee structures for future 

agreements. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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FINDING #7 

CRITERIA 

According to Section 5.3 of the Management Agreement, SMGJ shall establish and maintain operating, 

payroll and other bank accounts incumbent to the promotion, operation, and management of JPAC.  SMGJ 

shall be the signatory authority for such accounts, and SMGJ shall indemnify and hold the Parish harmless 

for any misuse or misappropriation of funds by its officers, employees or agents.  All Adjusted Gross 

Income collected or received by SMGJ shall be deposited into such accounts and Operating Expenses shall 

be paid by SMGJ from such accounts.  The funding of all of the foregoing accounts shall be made by the 

Parish to cover all projected Operating Expenses and Capital Expenses at JPAC to the extent not covered 

by the Adjusted Gross Income. 

FINDING 

The operations of JPAC have resulted in a net loss since its opening in 2015.  The Parish has provided 

funding related to JPAC of $771,269, and $825,707, for fiscal years 2017 and 2016, respectively. 

OBSERVATIONS 

SMGJ has one checking account to which all income is deposited, and from which all operating and payroll 

payments are remitted.   

For Fiscal Years 2017 and 2016, Income for the operations of JPAC consisted of Direct Event Income for 

performances, concerts, assemblies, etc., Ancillary Income such as concessions and novelty sales, and 

Other Income.  Total Income for 2017 and 2016 was $476,720, and $461,057, respectively.  The Direct 

Event Income includes an imputed amount for facility rents in 2017 and 2016 of $234,378, and $301,151, 

respectively, which was waived for JPAS, the artist-in-residence.  The income does not include the $3.00 

facility fee per ticket as imposed by Ordinance #25030 (See Finding #6) as it is parish revenue and not 

JPAC revenue. 

 

(See Attachment C for financial data.) 
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Total Operating Expenses for 2017 and 2016 was $780,046, and $743,890, respectively.  Operating 

Expenses consisted mainly of Salaries and Related expenses, Utilities, Repairs and Maintenance, General 

and Administrative, Operational Supplies and Insurance.   

 

Salaries and Related Expenses equaled $507,098 and $417,777, for 2017 and 2016, respectively.  Included 

in this expense were amounts allocated by SMGJ for Executive Oversight (Director of Operations, Director 

of Finance, and Human Resources).  Internal Audit attempted to determine the method of allocation for 

such salaries but SMGJ executive management simply indicated that the amounts were “determined by 

corporate.” After repeated requests, SMGJ would not provide further details as to the allocation 

methodology.  Typically, allocated salary amounts are determined based upon time studies.  Without 

further details of the allocation method, it was not possible for Internal Audit to determine the 

appropriateness of the amounts allocated and ultimately paid for by Jefferson Parish.   

Further, SMGJ would not provide third-party payroll registers to Internal Audit.  Without such reports, it 

was not possible to determine that payroll amounts paid by Jefferson Parish were related to only positions 

for the operations of the performing arts center.  Also, included in the salary expense are Bonuses 

awarded to the General Manager, Director of Operations, and Director of Finance.  

General and Administrative expenses include Travel and Related Expenses which were vouched and 

exceptions noted via Finding #5.   

The detailed general ledger was reviewed for all other expenses resulting in nothing remarkable. 

The performing arts center experienced a loss from operations for both 2017 and 2016 of $303,326, and 

282,833, respectively. Recall that the Total Income includes an imputed amount for facility rents which 

were waived (not received or collected), for the artist-in-residence.   
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The parish provides funding for the operations of JPAC, exclusive of capital, for three (3) different 

components: SMGJ Management Fee, a Management Fee Incentive, and Loss from Operations of JPAC.  

Additionally, the Parish provides an Annual Reimbursement for the Artist in Residence, Free Office Space 

to JPAS, and a subsidy to JPAS in the form of Rent Waived for performances held at JPAC. For fiscal years 

2017 and 2016, the Parish provided funding for operations and subsidies related to JPAC in the amount 

of $771,269, and $825,707, respectively, as follows:   

 

The sources of funding for these components is from Culture and Parks Ad Valorem taxes (22540-3554) 

for Total Operational Funding and JPAS-JPAC Rent Waived, and the General Fund (10010-0850) for the 

Artist in Residence. 

Operational funding needs were as a result of the facility being unutilized 42% of the time in 2017, and 

38% of the time in 2016.  Additionally, JPAS utilized the facility for 36% of the time in 2017, and 50% of 

the time in 2016, in accordance with the CEA in place which allows them usage for 32 weeks out of the 

year, or approximately 62% of the time.  Funding needs would increase if JPAS utilizes the facility to the 

full extent allowed.  

 

(See Attachment F for Schedule of usage by month.) 

 



 

18 | P a g e  
 

SUGGESTIONS 

A) Consider restructuring the CEA with JPAS to include usage at a fixed amount of rent waived along with 

parameters for the number of day’s usage.  This will enable the parish to better plan for funding needs 

and potentially increase revenues for rental of the facility. 

B) Review the SMGJ budget to ensure that necessary items are included that would lend to the promotion 

and rental of the facility. 

C) Review the SMGJ staffing structure to determine if the facility is right-staffed and employees are 

appropriately compensated, including allocation and bonus structures. 

D) Review the SMGJ budget relative to Travel and Meal expenses to ensure amounts budgeted and spent 

are prudent and necessary. 

RESPONSE FROM JP DEPARTMENT OF GENERAL SERVICES 

Most civic centers operate at a net loss.  The JPAC has an extra “hurdle” as there are two agencies that 
are allowed to utilize and compete for booking dates at the center; this also lends to pointing fingers if 
dates are not used. 

This Administration contributes the decrease in net loss to the negotiation of the JPAS agreement, which 
allowed for more days for SMGJ/JPAC to book events/performances and a conversation with both parties 
acknowledging the need to work together to increase the value and decrease the deficit of the facility. 

The current agreement with SMGJ allows for the shared resources and expertise of the company; 
however, it leaves little control over the direct operation of the business and facility which is clearly 
recognized in this audit.  In order to gain more insight and hopefully reduce the net loss, we will have the 
Alario Center Director review the reports.  As she manages a similar facility, she can evaluate the staffing 
structure, bonus structures, etc.  She can also work with SMGJ staff to try to accommodate clients in one 
of the two Jefferson Parish facilities.  Likewise, she will turn leads over to SMGJ if the Alario Center is not 
a “good fit” for the potential client.  This data will be tracked as well. 

 

*** The remainder of the page was intentionally left blank.  Please continue to the next page. *** 
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SUMMARY  

In summary, the review highlighted the need for both the Parish and SMGJ to adhere to the provisions of 

the Management Agreement in place.  The Parish should work with SMGJ to ensure that adequate internal 

controls are in place when processing expense reimbursements, and for SMGJ to remit the imposed $3.00 

facility fee to the Parish in a timely manner.  An opportunity exists for the Parish to review the CEA with 

the Artist-in-Residence to either continue or revise the level of support given.  An additional opportunity 

exists for the Parish to review the overall operations of JPAC to determine any way the facility can achieve 

a break-even financial position or minimize the amount of public funds necessary to support JPAC so that 

funds may be allocated to other areas as necessary. 

While this report is meant to stand alone, Internal Audit Report #2018-007: Jefferson Performing Arts 

Society was written as a companion to this report.  Please refer to such report for supplemental 

information.   

Internal Audit recommends that the Department of General Services should review and take appropriate 

actions as noted in the Findings #1 through #7.  Additionally, the Parish Attorney’s Office should review 

and take appropriate actions as noted in Findings #1 and #2. 

 

REPORT WRAP UP 

Internal Audit obtained responses from all departments which are noted in the “Response From…” section 

of each Finding.  A response from the Parish Administration can be found in Attachment #2, immediately 

following this report.  Additionally, comments from the management company, SMG Jefferson, LLC, can 

be found in Attachment #3. 

 

****END**** 
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ATTACHMENT 1 

AUDITOR INDEPENDENCE STATEMENT 

 

According to Ordinance No. 25549 (April 4, 2018), Sec.2-162.2(a) and (d), the Director of Internal Audit 

“shall engage in audit activities and complete audits in an independent manner, free of any organizational 

or personal impairment.  The Director shall attest in writing that all audit activity was concluded with 

independence, free from organizational or personal impairment.” 

 

 

The following is the required attestation meant to comply with both professional standards and Jefferson 

Parish Ordinance No. 25549. 

ATTESTATION: 

Internal Audit Report #2018-006 was conducted with independence and free from organizational or 

personal impairment. 

 
TARA HAZELBAKER, CPA 
DIRECTOR OF INTERNAL AUDIT 

 

  



 

21 | P a g e  
 

ATTACHMENT #2 

RESPONSE* FROM PARISH ADMINISTRATION 

 

The SMGJ agreement was procured prior to this Administration taking office and executed with a 5-year 

agreement term.  Upon coming into office, we reviewed this agreement as we were charged with the 

renewal of an agreement with the Artist-In-Residence for the facility, The Jefferson Performing Arts 

Society (JPAS).  We noted several concerns regarding conflicts, performance indicators and incentives that 

could have been improved upon; however, the agreement term as well as contract conditions had already 

been negotiated and executed with no legal reason to terminate. 

While the SMGJ contract contains a 5-year renewal option, this Administration does not intend to exercise 

it.  We believe there is opportunity to go through a competitive procurement process to create more 

profitable terms, or at the very least vastly reduce the deficit.  In addition, the contract should be 

examined for proper internal controls within partner/contracted organizations.  We are also considering 

managing the facility in-house.  

As was also acknowledged in several finding responses, there are several agreements where there is no 

Parish department dedicated to report/deliverable monitoring. We will be more attentive regarding 

designation of contract monitoring as these agreements go before the Council. 

 

*Response received via email on September 4, 2018,  

from Natalie Newton, Jefferson Parish Deputy Chief Operating Officer. 
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ATTACHMENT #3 

RESPONSE* FROM SMG JEFFERSON, LLC 

*Response received via email on September 24, 2018, from Jose Torres, JPAC General Manager.  Exhibits 

referenced within are on file with the JP Department of Internal Audit.
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ATTACHMENT A 

MANAGEMENT AGREEMENT BETWEEN SMGJ AND JEFFERSON PARISH 
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ATTACHMENT B 

RESOLUTION 124045: RATIFYING AGREEMENT BETWEEN  

SMG JEFFERSON AND JEFFERSON PARISH 
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ATTACHMENT C 

INTERNALLY PREPARED FINANCIAL STATEMENT EXCERPTS 

 

Agrees to Audited Financial Statements 
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ATTACHMENT D 

TRAVEL AND RELATED EXPENSE DOCUMENTS 

 

 

 

 

$1,111.80 

/ 4 nights 

$277.95 per night 

Hotel charge at $323  

per night 

Breakfast = $51.04 
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Omni Nashville Hotel deposit of $277.95 paid on 3/31/17. 
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Omni Nashville Hotel total of $1,191.27 paid on 10/30/17. 
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The $1,191.27 reimbursed on 

10/30/17 included the $277.95 

deposit.  
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$119.17 meal expensed reimbursed 

without itemization, stated business 

purpose, or number in party. 
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ATTACHMENT E 

ORDINANCE NO. 25030 - $3.00 FACILITY FEE 
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ATTACHMENT F 

 CALENDAR YEARS 2016 & 2017 JPAC USAGE 
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ATTACHMENT G 

JPAC RENTAL RATES 

 

 

 


