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Description of the Office of the State Auditor

The Office of the State Auditor serves as a watchdog for Minnesota taxpayers by helping
to ensure financid integrity, accountsbility, and codt-effectiveness in loca governments
throughout the State.

Through financid, compliance, and specid audits, the State Auditor oversees and ensures
that loca government funds are used for the purposes intended by law and that loca
governments hold themselves to the highest sandards of financia accountakility.

The State Auditor performs gpproximatey 250 financid and compliance audits per year
and has oversght respongibilities for over 4,300 locd units of government throughout the
date. The office currently maintains five divisons

Audit Practice - conductsfinancid and legd compliance audits for local governments;

Government Information - collects and anayzes financid information for dties, towns,
counties, and specid didtricts,

Legal/Special Investigations - provides legd andyss and counsd to the Office and
regponds to outsde inquiries aout Minnesota locd government law; as wdl as
investigates  dlegations of misfeasance, madfessance, and nonfessance in loca
governmern.

Pension Oversight - monitors invesment, financia, and actuarid reporting for over 700
public penson funds,

Tax Increment Financing (TIF) - promotes compliance and accountability in locd
governments use of TIF through financiad and compliance audits;

The State Auditor serves on the State Executive Council, State Board of Investment,
Land Exchange Boad, Public Employeg's Retirement Association Board, Minnesota
Housing Finance Agency, and the Rura Finance Authority Board.

Office of the State Auditor
525 Park Street, Suite 500
Saint Paul, Minnesota 55103
(651) 296-2551
sate.auditor@state.mn.us
www.auditor.state.mn.us

This document can be made available in aternative formats upon request. Cal 651-296-
2551 [voice] or £800-627-3529 [relay service] for assstance; or vidt the State Auditor’'s
web ste: www.auditor.state. mn.us.
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EXECUTIVE SUMMARY

Report Summary:

The State Auditor's Office conducted a review of the contractud practices rdating to the
Northstar Commuter Rail Project. In addition, we reviewed procurement card procedures
relating to the Project.

The Northstar Corridor is an 82-mile trangportation Corridor that runs adong highways 10
and 94 from downtown Minnegpolis to the S. Cloud/Rice area. The Northstar Corridor
Development Authority (NCDA) is a joint powers board made up of counties, regiond
rallroad authorities, cities, and townships dong the Corridor. Pat of NCDA'’s focus is
the implementation of the Northstar Commuter Rall Project within the Corridor. Anoka
County is respongble for managing NCDA'’ s funds and contracts for services.

Through our review, we found that the Anoka County Regiond Railroad Authority
(ACRRA) has dso been involved in contracts relating to the Northstar Corridor project.
ACRRA is acomponent unit of Anoka County.

Our review was limited to contracts for lobbying, legd, and communications services
from 2000 to May 2005. From January 1, 2000 to May 2005, NCDA and ACRRA spent
a combined $4.3 million on these services. NCDA receved $6.4 million in grant funds
from the Minnesota Department of Transportation, which reimbursed some of its codts,
including costs for some of the services we reviewed.

Contracting Procedures

Both NCDA and ACRRA have contracts for legd, lobbying, and communications
sarvices. Some of the contractors had contracts with only NCDA or ACRRA. However,
some of the contractors had contracts with both NCDA and ACRRA.

Four contractors had agreements with both NCDA and ACRRA. In severa instances,
three of the contractors invoiced NCDA and ACRRA for the same services performed.



In dl three of these cases, the contractor was paid on a monthly fee, not on an hourly
bass. We ae unaware of any agreement between NCDA and ACRRA indicating that
they are splitting the cost of these contractors. Nor did we find that the two entities
alway's received separate discernable work products under the contracts.

Contracts with only NCDA or ACRRA, were generdly sound with adegquate monitoring
procedures. However, we found a few ingances of contracts with vague definitions of
duties. In addition, some of the contracts were not Sgned by the parties.

Procurement Cards

As part of our review, we adso looked a the use of procurement cards for the Northstar
Project. Specificaly, we reviewed the procurement card history of employees who had
charges relating to the Northstar Project.

Through our review, we found that NCDA and ACRRA ae spending funds on med
expenses.  The manner in which the meads were documented mede it difficult to
determine whether the expenditures truly served a public purpose.

From January 1, 2000 to May 2005, the Executive Director of the Northstar Project had
over $8,000 of charges for med meetings. Most of these meals were at restaurants within
the Twin Cities Metropolitan Area.

The documentation for many of these meas included vague descriptions of the purpose
of the medtings, and only initids of the atendees In addition, only summary recepts
were provided to document the expenditures.

Key Recommendations:

NCDA and ACRRA should, where practicable, avoid both contracting for the
same or Smilar service relating to the Northstar Project.  Where possible, NCDA
and ACRRA should have one contract with its contractors and share the results
between them.

If NCDA and ACRRA have separate retainer contracts with the same contractor,
they should coordinate to ensure the contractor is not overcompensated.

Where practicd, NCDA and ACRRA should clearly define the duties of its
contractors to ensure they are getting the services for which they contracted.

For enforcesbility, al contracts and amendments should be authorized and signed
by al parties before any payments are made.

All  rembursement requests for meds should cdearly date the Specific
purpose/topic of the meeting.

All recapts for meds should include the full name of the mesting atendees and
the entity they represent.

A detalled receipt should be required before approving payment of procurement
card purchases.
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The State Auditor's Office conducted this review in response to concerns we received
regarding contracts et in association with the Northstar Commuter Rail Project.

Specificdly, we reviewed consulting contracts between the Northstar Corridor
Development Authority (NCDA) and the Anoka County Regiona Railroad Authority
(ACRRA) and contractors they hired to perform legd, lobbying, and communications
sarvices. In addition, we reviewed the use of sdected Anoka County procurement cards
for expenses relating to the Northstar Commuter Rail Project.

Basaed on our review, we beieve that NCDA and ACRRA'’s contracting procedures are
good; however, we believe some minor improvements can be made. We found that
Anoka County procurement cards were used to purchase numerous medls for employees.
We ds bdieve that both entities should cosdy monitor their employees use of
procurement cards.

. Backaground of NCDA and Northstar Commuter Rail Project

The Northstar Corridor is an 82-mile trangportation Corridor that runs dong highways 10
and 94 from downtown Minnegpolis to the . Cloud/Rice area. The Minnesota
Depatment of Transportation (Mn/DOT) and the Northstar Corridor Development
Authority (NCDA) sudied transportation options for the Corridor. After andyzing dl
posshilities, they recommended Northgdar Commuter Rail as the best trangportation
dternative for the Corridor. *

NCDA'’s god is to have the railway operationd by 20092 They project the capital costs
of the project to be $289 million (funding to be provided would include 50% federd,
33% state, and 17% locdl).

The NCDA is a joint powers board made up of counties, regiona ralroad authorities,
cities, and townships aong the Corridor. The stated purpose of the NCDA is to “andyze
the feaghility and environmenta impacts of integrated trangportation improvements
dong the Highway 10 Corridor, including highway improvements, commuter and freight

1 http:/mww.mn -getonboard.com/about.cfm
2 http:/www.mn -getonboard.com/about_facts.cfm
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rail, recreationa trails, safety and related land issues™ Representation on the NCDA is
asfollows

Anoka County

Anoka County Regiond Railroad Authority
Benton County

Benton County Regiona Railroad Authority
Hennepin County Regiond Railroad Authority
Morrison County

Morrison County Regiond Railroad Authority
Sherburne County

Sherburne County Regiond Railroad Authority
City of Anoka

City of Becker

City of Big Lake

City of Blaine

City of Clear Lake

City of Columbia Heights

City of Coon Rapids

City of Elk River

City of Fridley

City of Minnegpolis

City of Ramsey

City of Rice

City of &. Cloud

City of Sauk Rapids

City of Spring Lake Park

Becker Township

Big Lake Township

Clear Lake Township

Haven Township

Langola Township

St. Cloud Metro Transt Commissiont*

The NCDA was formed in 1997 by a joint powers agreement.’> Each member unit is to
have a representative and an dternate to serve on the NCDA.® NCDA has an executive

3 Joint Powers Agreement Establishing the Northstar Corridor Development Authority at Articlel.

* http://www.mn -getonboard.com/about_representatives.cfm. The following entities were elgible to join
NCDA when it was formed but are not members of NCDA: St Cloud/Stearns County Regional Railroad
Authority, Hennepin County, Stearns County, City of Sartell, City of Ramsey, Sauk Rapids Township,
Watab Township. See Joint Powers Agreement Establishing the Northstar Corridor Development
Authority.
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committee conssing of five membes respongble for gpproving invoices within
gpproved contract amounts, addressng personne issues and performing other duties set
forth in NCDA's bylaws.” The current Project Director is Mr. Tim Yantos, who is aso
the Deputy Anoka County Administrator.

The following dues have been paid to NCDA since 2000:

Dues Paid to NCDA®

Benton Sherburne Hennepin Anoka Morrison

County County County County County Total
2000 $16,175 $24,846 $29,004 $129,976 N/A $200,001
2001 $19,407 $29,811 $34,800 $155,949 N/A $239,967
2002 $59,500 $89,750 $109,750 $481,000 N/A $740,000
2003 $89,836 $171,363 $175,188 $776,972 | $15,034 $1,228,393
2004 $86,282 $210,792 $178,727 $808,603 | $5,000 $1,289,404
2005° $15,000 $1,799,718 $1,711,528 $7,526,754 N/A $11,053,000
Total $286,200 $2,326,280 $2,238,997 $9,879,254 | $20,034 $14,750,765

Anoka County is responsible for managing NCDA'’s funds and contracts for services®
We were informed that Anoka County’s accounting and financid management policies
and procedures apply to NCDA.

The Anoka County Regiond Railroad Authority (ACRRA) has dso been involved in
contracts relating to the Northstar Corridor project. ACRRA is a component unit of
Anoka County.™ The ACRRA is governed by a seven-member board consisting of the
Anoka County Commissioners, and has the power o levy taxes, issue bonds, and enter
into contracts. ACRRA was established for the preservation and improvement of loca
rall service. Although it is legdly separate from the County, the activity of the ACRRA is
included in Anoka County’s financid records as the Regionad Railroad Authority Specid

® Joint Powers Agreement Establishing the Northstar Corridor Development Authority.

® Joint Powers Agreement Establishing the Northstar Corridor Development Authority at VI § 1 A.

” Joint Powers Agreement Establishing the Northstar Corridor Development Authority at V1 § 3.

8 |nformation provided by Anoka County. All numbers have been rounded to the nearest dollar.

® Through October 2005.

10 Agreement for Financial Management Services Northstar Corridor Development Authority, 1997;
Amendment No. 1 to the Agreement for Financial Management Services Northstar Corridor Devel opment
Authority, 2001; and Amendment No. 1 to the Agreement for Financial Management Services Northstar
Corridor Development Authority, 2005. Anoka County is the fiscal agent for NCDA. The NCDA is
included in Anoka County’s financial records as an agency fund. An agency fund is a type of fiduciary
fund used “to report assets held in a trustee or agency capacity for others and therefore cannot be used to
support the government’s own programs.” GASB Statement No. 34, paragraph 69.

1 A component unit is alegally separate organization that a primary government must include as part of its
financial reporting entity for fair presentation in conformity with GAAP. It is important to underscore that
component units, by definition, must be legally separate entities.
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Revenue Fund because ACRRA’s governing body is subgsantively the same as the
governing body of Anoka County.?

ACRRA is the lead agency in efforts to develop mgor trangportation initiatives in Anoka
County, including the Northstar commuter ral line running through Anoka County from
Big Lake to Minnegpalis, as well as trangt hubs a Northtown and in Columbia Heights,
and severd pak and ride lots.  Anoka County is responsble for the accounting and
monitoring of the ACRRA.

Due to the $11 million increase in the amount of dues paid to NCDA, the State Auditor's
Office reviewed the various contracts and supporting documents for contract approval,
contract language, invoices, and use of RFP's Our findings are included in this report.

Mn/DOT distributes state and federal funds to NCDA. Mn/DOT’s Northstar Project
Office monitors al NCDA contracts that utilize federal and dtate funds for the Northstar
Project. Such contracts include consulting, engineering, studies, design, legd contracts
relating to the deveopment of the Project, and contracts relating to public involvement.
Mn/DOT monitors the contracts, the requests for reimbursements, and supporting
documents (i.e. invoices).  Mn/DOT contracts are reimbursement type contracts.
Contracts for lobbying and advocacy services cannot be funded with federad money. They
are not, therefore, monitored or reviewed for compliance by Mn/DOT. From January 1,
2000 through May 15, 2005, Mn/DOT digtributed $6,414,809.64 to NCDA for the
Northstar Project. See below for annud distributions:

Mn/DOT Paymentsto NCDA
Y ear Amount
2000 $1,990,291
2001 $1,641,915
2002 $1,194,233
2003 $238,460
2004 $965,823
2005 $384,087
Total $6,414,809

Mn/DOT and NCDA ae currently handling al of their contracts that do not involve
lobbying services by using federal contract procedures even if they are localy funded,
because some of the expenditures may be digble for federd funds in the future.
Mn/DOT informed us that it has begun monitoring al NCDA'’s contracts that could
possibly be reimbursed by federd fundsin the future.

12 Anoka County Comprehensive Annual Financial Report Y ear Ended December 31, 2004, at p. 26.
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Our review was limited to contracts for lobbying, legd, and communications services
from 2000 to May 2005. NCDA and ACRRA have spent over $4 million on these
activities snce January 2000.

. Effective Contract M anagement

Both Northstar Corridor Development Authority (NCDA) and Anoka County Regiond
Ralroad Authority (ACRRA) have spent over $4 million of public funds on lobbying,
legd, and communications services for the Northstar Project. Portions of some of these
contracts were reimbursed through grant funds from Mn/DOT. **  The chart below shows

the funds used on these various sarvices.

NCDA and ACRRA Total Payments made for

L obbying, Legal, and Communication Services*

Vendors 2000 2001 2002 2003 2004 2005** Total
LOBBYING SERVICES
FEDERAL LEVEL
Capital Partnerships, Inc. $ 61,000.00 $ 65001.00 $ 77,479.00 $ 68,725.00 $ 88,997.00 $ 21,775.00 $ 382,977.00
Mullenholz, Brimsek and Belair $ 43,750.01 $ 61,24999 $ 71,666.63 $ 71,166.59 $ 79,916.62 $ 20,916.66 $ 348,666.50
STATE LEVEL
Best and Flanagan $ - % -8 - $ $ 21,073.00 $ 7,725.00 $ 28,798.00
Government and Enterprise Services $ 25,000.00 $ 41,000.00 $ 45500.00 $ - $ - $ - $ 111,500.00
Messerli & Kramer $ 69,681.08 $ 5931091 $ 8572258 $ 75,000.00 $ 92,475.00 $ 19,859.47 $ 402,049.04
$ 199,431.09 $ 226,561.90 $ 280,368.21 $ 214,891.59 $ 282,461.62 $ 70,276.13 $1,273,990.54
LEGAL SERVICES
BNSF NEGOTIATIONS
Felhaber, Larson, Fenlon & Vogt, P.A. $ 6,651.59 $ $ $ - $ - $ -3 6,651.59
Greene Espel $ - % - $ $ 1894310 $ 11842344 $ 91,331.06 $ 228,697.60
Harkins Cunningham $ 3387193 $ 67,381.42 $ - 8 -3 - $ - $ 101,253.35
Robert Kessler $ 3732018 $ 4049812 $ 4,956.66 $ 8,498.83 $ $ $ 91,273.79
RELATED TO LAND USE AND
ENVIRONMENTAL SERVICES
Lindquist and Vennum $ 3377810 $ 19,84241 $ -3 - $ - $ - $ 5362051
$ 111,621.80 $ 127,721.95 $ 4956.66 $ 27,44193 $ 118,42344 $ 91,331.06 $ 481,496.84
COMMUNICATIONS
Himle Horner, Inc. $ 8,148.71 $ 388,889.66 $ 693,204.71 $ 569,635.09 $ 499,309.79 $ 90,982.02 $2,250,169.98
Jill Brown $ 118.12 $ 100.20 $ 198.75 $ 12,799.13 $ 3596247 $ 17,63259 $ 66,811.26
Gordon Voss $ 250750 $ 352750 $ 261375 $ -3 -3 -8 8,648.75
McCarron & Associates $ -8 - $ - $ 1135147 $ 21,289.01 $ 159859 $ 34,239.07
Northwoods Advertising $ - 8 $ $ -3 -3 -8 -
Shandwick $ 266,192.24 $ - % - % - $ - $ - $ 266,192.24
$ 276,966.57 $ 392,517.36 $ 696,017.21 $ 593,785.69 $ 556,561.27 $ 110,213.20 $2,626,061.30
Total $ 588,019.46 $ 746,801.21 $ 981,342.08 $ 836,119.21 $ 957,446.33 $ 271,820.39 $ 4,381,548.68

* Source: Vendor payment histories provided by the entities.

**Through May 2005.

13 1t is our understanding that a substantial portion of the following contracts were paid or were
reimbursable with grant funds from Mn/DOT: 2000-2001 contracts with Felhaber, Larson, Fenlon & Vogt,
P.A.; 2005 payments to Greene Espel (NCDA has indicated that it will be requesting the earlier payments
be reimbursed by grant funds); 2000-2001 contracts with Harkins Cunningham; 2000-2001 contracts with
Robert Kessler; 2000-2001 contracts with Himle Horner; 2005 contract with Northwoods Advertising,; and
2000 contract with Shandwick.
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Like dl public entities, both NCDA and ACRRA must ensure that proper contract
management procedures are used to protect these public funds. Many of the entities
contract management procedures were sound. However, there are a few ingtances where
both entities can improve their contract management procedures.

Effective contract management principles seek to provide a process that is open, fair, and
as objective as possble, to avoid actual or perceived favoritism or wrongdoing.'* As
with dl public spending, governmentd entities must be hed to a high standard regarding
the purpose and cost-effectiveness of contract expenditures.'®

From time to time, governmental entities need to hire consultants with specific technical
or professond traning.  Generdly, competitive bids are not required for these
professond sarvices contracts, dthough the governmentd entity may choose to use
competitive bidding. More commonly, governmental entities use requests for proposas
(RFPs) to find a consultant. With an RFP, the entity advertises a request for services, and
the interested professonas submit proposas describing what they will do and what it
will codt.

Generd consensus exigts regarding effective contract management principles that should
be followed by agencies entering into consultant contracts. For example, before hiring a
consultant, the League of Minnesota Cities suggests that the governmentd entity answer
the following questions*®

Are current employees capable of performing the job?

Are there dternaives to hiring an outsde conaultant, such as an advisory task
force, or dmilar consultant work on gmilar problems for other governmentd
entities?

What is the nature of the problem for which a consultant is necessary? For
example, the League of Minnesota Cities recommends that a city council should
be able to draft a brief statement (100 words or less) to describe what the
consultant is to accomplish, or the matter should be discussed further.

Can the decision to hire a consultant be justified to taxpayers?"’

The Minnesota Legidative Auditor hes identified amilar effective contracting principles
for state agencies entering into professonal/technical contracts®  When sdecting the

145ee Office of Legislative Auditor, Evaluation Report #03-02 (Professional/Technical Contracting, January
2003), at page 28, avalable at: http://www.auditor.leg.state.mn.us/ped/2003/pe0302.htm . See also
1FSe::)(;uary 2005 Update to the 2003 Evaluation Report.

16 See League of Minnesota Cities, Handbook for Minnesota Cities, Chapter 24, Section VII, available at
http://www.lmnc.org/handbook/chapter24.pdf.

171d. at page 24-32.

18 See Office of Legislative Auditor, Evaluation Report #03-02 (Professional/Technical Contracting,
January 2003), at pages 28 - 31.
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contractor, the Legidative Auditor dso includes the need for the agency to ensure that
there is no employee or organizationd conflict of interest.’® After assessing the need for
the contract and sdecting the contractor, the Legidaive Auditor has identified
contracting principles associated with the writing, executing, monitoring, and cosng of
the contract.?® Theseindude:

Clearly define roles, responsbilities, and performance expectations of the
contractor and agency staff.

|dentify avariety of toolsto monitor contract and contractor performance.

Link payment to the satisfactory completion of specific cortract tasks or services,
which should be spread throughout the life of the contract.

Periodically evaluate the progress of the contract and determine if it is prudent to
continue?!

State datutes incorporate many of these same safeguards for state agencies entering into
professond and technica services contracts?®  For example, state agencies wanting to
hire a consultant must be able to provide a description of why the proposed contract is
necessary, performance measures or other tools that will be used to monitor and evaduate
contract performance, and the agency’s plans to notify those who may be able to respond
to the solicitation.

As this brief review shows, there is generad consensus regarding the steps that should be
used by dl types of governmenta entities when hiring consultants.

Both NCDA and ACRRA have contracts for legd, lobbying, and communications
sarvices relaing to the Northstar Project. Some of the contractors have contracts with
only NCDA or ACRRA. However, some of the contractors have contracts with both
NCDA and ACRRA.

Overdl, the contracts are sound and contain adequate contract monitoring procedures.
However, we believe NCDA and ACRRA can take some additiona steps, as is typicd in
thiskind of review, to ensure that their contracts are monitored effectively.

191d. at pages 29 and 36.
22 Id. at page 29. Table 2.1 provides a summary of 18 contracting principlesfor state agencies.

Id.
22 The Department of Administration’s Materials Management Division has a Professional/Technical
Services Contract Manual that is available at: http://www.mmd.admin.state.mn.us’/mn05001.htm The
manual walks agencies through the contracting process, and could be used by any public entity.
23 See Minn. Stat. § 16C.08.
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A. Contracts with both NCDA and ACRRA

The State Auditor’'s Office reviewed four instances where NCDA and ACRRA had the
same contractors. We reviewed separate NCDA and ACRRA contracts with:2*

Himle Horner, Inc.

Capita Partnerships, Inc.
Messerli and Kramer, P.A.
Mullenholz, Brimsek, & Bdair.

Our review of these contracts reveaed that:

NCDA and ACRRA are both paying these contractors for smilar work.

All the contracts have Tim Yantos, Executive Director of the Northstar Project, as
the liaison between the entities and the contractors;

There is no evidence thaat NCDA and ACRRA ae splitting the costs of the
contracts,

The invoices and contracts did not contain evidence to ensure the Northstar
Project was not being billed twice for the same services.

In three of the four ingances, NCDA and ACRRA were both paying retainer fees for the
same or smilar work, without any agreement to suggest the entities were smply splitting
codts. Additiondly, there is nothing hat shows that NCDA and ACRRA aways received
separated discernable work products as a result of their individud contracts. Having each
entity approve its own contract amount makes it difficult to track the tota amount of
funds being spent on the Northstar Project for these services. It dso makes it difficult to
determine if services are being duplicated between the two entities.

1. Himle Horner

Both NCDA and ACRRA had contracts with Himle Horner Incorporated (Himle Horner).
The State Auditor’'s Office reviewed contracts between Himle Horner and NCDA dating
back to late 2000. We have aso reviewed contracts between Himle Horner and ACRRA
dating back to 2001.

Under both sats of contracts, Himle Horner was to provide public information and
involvement activities for the entities. More details on  NCDA's and ACRRA'’s contracts
with Himle Horner can be found a Exhibits A, A-1, A-2.

NCDA and ACRRA have pad the following amounts to Himle Horner under these
contracts:

24 \We did not review whether other NCDA members had additional contracts with these contractors.
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NCDA & ACRRA Paymentsto HimleHor ner™
2000 | 2001 2002 2003 2004 2005 Total
NCDA | $8,149 | $317,882 | $349,194 | $462,719 | $466,867 | $90,982 |  $1,695,793
ACRRA $0| $71,007 | $344,011 | $106,916 | $32,443 $0 $554,377
Total $8,149 | $388,889 | $693,205 | $569,635 | $499,310 | $90,982 |  $2,250,170

The State Auditor's Office reviewed the invoices sent to NCDA and to ACRRA from
Himle Horner. The invoices gave a detalled work description for the Himle Horner
employees, the hours they worked, and the rate charged.

A large amount of the sarvices peformed by Himle Horner related to medialevent
planning and preparation. Other examples of sarvices performed by Himle Horner
include:

Attending NCDA or executive board meetings and preparation for those
metings,

Preparing and updating opinion leader and supporter databases;

Legidative updates,

Drafting opinion leader updates,

Preparing Op-ed pieces;

Preparing generd advertissmentsincluding billboard, buttons, and stickers;

Organize, maintain, and sort news clips and “ Clipbook;”

Maintain the Northstar website.

From 2000 to May 2005, NCDA and ACRRA have paid over $2.25 million to Himle
Horner for these activities. The services performed are Smilar for both entities.

2. Capital Partnerships

Both NCDA and ACRRA have contracted with Capitd Partnerships, Inc. (Capita
Partnerships) for federal lobbying services. ACRRA has had a contract with Capitd
Partnerships since 1997.2° NCDA has had a contract with Capitadl Partnerships since
1999.2" All the contracts were on aretainer or set monthly fee basis.

Over the years, Capitd Partnerships scope of services was very smilar for both NCDA
and ACRRA. Although some of the specific defined duties are different, dl Capitd
Partnerships  duties under both contracts related to the advancement of the Northstar

25 | nformation obtained from vendor payment histories through May 2005 provided by the entities. All
numbers have been rounded.

28 ACRRA Agreement with Capital Partnerships Inc., December 10, 1997.

27 NCDA Agreement with Capital Partnerships Inc., January 1, 1999.
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Corridor Project. A more detailed breakdown of the contracts can be found at Exhibits B,

and B1.

From January 2000 to May 2005, NCDA and ACRRA made the following payments to
Capital Partnerships.

NCDA & ACRRA Paymentsto Capital Partnerships®

2000 2001 2002 2003 2004 2005 Total
NCDA | $28,000 | $35,001 | $34,983 | $32,065 | $40,415 $6,437 $176,901
ACRRA | $33,000 | $30,000 | $42,496 | $36,660 | $48,582 $15,338 $206,076
Total $61,000 | $65,001 | $77,479 | $68,725 | $88,997 $21,775 $382,977

Some of the duties specified under the contracts varied between the two entities.
However, it appears Capitd Partnerships billed both the entities for mogtly the same
We reviewed dl Capitd Partnership’'s invoices submitted to NCDA and

sarvices.

29

ACRRA from January 2000 to May 2005. Our review showed that many of the invoices
had the same services performed for each entity.*°

3. Messerli and Kramer
Both NCDA and ACCRA have had contracts with Messerli & Kramer, PA. (Messeli &
Kramer) to provide government relations services relating to the Northstar Corridor

project since November 4, 199931

Pursuant to the contracts, Messarli & Kramer was to provide the following services for
both NCDA and ACCRA:

Deveoping a drategy to maximize potential funding sources,

2 |Information obtained from vendor payment histories through May 2005 provided by the entities. All
numbers have been rounded. While during some of the years the entities may have paid more than the
contract amount this appears to be due to payments being made for a prior years contract after the end of a
calendar year. However, it does not appear that either entity went over the contracted amount.

29 see e.g. June 1, 2004 invoices from Capital Partnershipsto NCDA and ACRRA. Both invoices indicated
that Capital Partnerships performed the following services: 1) provided five periodic updates on the
progress of the House and Senate to convene a Conference Committee between SAFETEA and TEA -LU.
Just before the Memorial Day recess the Senate named Conferees and the House will name their conferees
in early June. 2) Monitored the impact of Northstar’s key congressional supporters of the events in the
Minnesota |egislature in not, to this point, funding Northstar. Support continuesto be high. 3) Conducted
extensive research to document project in federal New Rail Starts pipeline, which complete for scarce
federal resources with Northstar.

0V seeeg.id.

31 NCDA Agreement for with Messerli & Kramer, P.A. November 4, 1999, and ACRRA Agreement for
with Messerli & Kramer, P.A. October 26, 1999.
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Meeting with key decison makers a the Minnesota Depatment of
Trangportation, Metropolitan Council, the Legidature, the Governor's Office, and
any agency, individua or entity that may provide funding assistance;

Assging in any manner necessary to secure afinancia commitment from

the State for the Northstar Corridor; and

Closdy monitoring dl potentid funding initiatives.

Both entities paid Messerli & Kramer on a retainer fee arrangement. A breskdown of the
retainer amounts can be found a Exhibit C. From 2000 to May of 2005, the authorities
have paid the following amounts to Messerli & Kramer:

NCDA & ACRRA to Messerli & Kramer>®

2000 2001 2002 2003 2004 2005 Total

NCDA $34,681 $34,311 $35,723 | $35,000 | $34,675 $6,344 | $180,734
ACRRA $35,000 $25,000 $50,000 | $40,000 | $57,800 $13,516 | $221,316
Total $69,681 $59,311 $85,723 | $75,000 | $92,475 $19,860 | $402,050°°

The mgority of the invoices sent to NCDA and ACCRA indicated that the same services
were performed under both contracts®*  The services incduded atending committee
medtings, medting with legidators, monitoring legidative sessons, and  monitoring
legidative bills

The NCDA and ACRRA did not have any arangement indicaiing that the services
performed by Messerli & Kramer were being split among the entities. It appears thet
both entities were paying for Messerli & Kramer to perform the same services.

4. Mullenholz, Brimsek & Bdlair

Both NCDA and ACRRA contracted with Mullenholz, Brimsek & Bdar (Mullenholz)
for public affars work. The State Auditor's Office reviewed contracts between
Mullenholz and NCDA dating back to 1999. We reviewed contracts between ACRRA
and Mullenholz dating back to 2000.

Under the contracts, Mullenholz was to perform the same services for both NCDA and
ACRRA. The sarvices related to developing a funding drategy and coordinating
legidative efforts. A more detailed breakdown of the services can be found at Exhibit D.

32 Information obtained from vendor payment histories through May 2005 provided by the entities. The
numbers have been rounded.

33 While during some of the years the entities may have paid more than the contract amount this appears to
be due to payments being made for a prior years contract after the end of a calendar year. However, it does
not appear that either authority went over the contracted amount.

34 See e.g. April 11, 2005 invoicesto NCDA and ACRRA from Messerli & Kramer.
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Both entities paid Mullenholz on a retainer fee arangement. During these contracts, the
entities paid the following amounts to Mullenholz

NCDA & ACRRA Paymentsto Mullenholz, Brimsek & Belair®

2000 2001 2002 2003 2004 2005°° Total
NCDA $31,250 | $32,083| $30,000| $27,500| $35,000| $5,579 $161,412
ACRRA | $12,500| $29,167 | $41,667 | $43,666| $44,917 | $15,337 $187,254
Total $43,750 | $61,250 | $71,667 | $71,166| $79,917| $20,916 $348,666

The State Auditor’s Office reviewed the payments made under each contract. We found
no evidence that the entities pad more than the contract amount. However, after
September of 2000, most of the descriptions of services performed was the same for both
entities™’

5. Conclusi on/Recommendations

The State Auditor's Office questions why in some ingances NCDA and ACRRA were
being billed for the same services by some of their contractors. The identicad invoice
work descriptions give the gppearance that NCDA and ACRRA are each paying for the
same sarvices.  In addition, we did not find that NCDA and ACRRA dways received a
separate discernable work product for their individua contracts. Also, the contract and
billing procedures of the two entities leaves open the question of whether the Northstar
Project was paying twice for the same services.

We found numerous examples where Capitd Partnerships, Messarli & Kramer, and
Mullenholz, sent invoices to both NCDA and ACRRA that contained the same service
description and the same number of hours performed. The invoices appear to be charging
both entities for the exact same services. We question why both entities, which work so
closdly together on this project and have desgnated the same person as liaison for the
contracts, would both pay for the same services.

There is no evidence from the contracts or the invoices that NCDA and ACRRA ae
merdy plitting the codts of these sarvices If NCDA and ACRRA’s contracts with
theses vendors are merdy a cost-shaing mechaniam, the arangement should be

% Information obtained from vendor payment histories through May 2005 provided by the entities.
Although we reviewed contracts in effect prior to 2000, our review focused on payments made after
January 1, 2000.

36 Totals through May 2005.

37 See e.g. February 28, 2005 invoices from Mullenholz to NCDA and ACRRA. Both invoices described
the activities as “Discuss TEA-21 and FY 2006 appropriations with Congressional offices. Work w/
Northstar on preparation of TEA -21 and FY 2006 request documents. Transmit TEA -21 request forms to
Congressional offices. Advise Congressional office of developments at the Minnesota legislature.”
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explaned in ether an agreement between the two entities, or within each contract
between the contractors and NCDA and ACRRA.

Our review of the Himle Horner contracts did not reved smilar concerns. The contracts
cdled for Himle Horner to be compensated on an hourly basis for the services it
performed. Our review of the invoices from Himle Horner did not reved any indtances
of NCDA and ACRRA both being billed for the same services.

Another concern we have is that the duplicate NCDA and ACRRA contracts masks the
actud costs of the project. To determine the amount of public funds spent for
professiona services, one has to review payments made by the two separate entities®
This arrangement makes it difficult to follow the amount of public funds expended on the
Northstar Project.

We recommend that wherever possible, al contracts relating to the Northstar Corridor
Project be funded through one entity, NCDA. In the dternative, if NCDA and ACRRA
have separate retainer contracts with the same contractor, they should coordinate to
ensure the contractor is not overcompensated.

We recommend that the two entities consult with each other to determine if they can
enter into one contract with the contractor or if one entity can enter into the contract and
share the results with the other entity. Such an arangement would encourage efficient
cooperation between the entities, may save public funds, and should prevent the Northstar
Project from paying twice for the same work product.

We aso recommend that where NCDA and ACRRA each have a retainer agreement
contract with the same contractor to peform the same or smilar services, the entities
have documentation, whether in the contract itsdlf or in the invoices, that ensures that the
two entities are each recelving a separae discernable benefit that from the other paying
entity.

B. Other Contracts

The State Auditor's Office dso reviewed other professond service contracts for the
Northgtar Project entered into by either NCDA or ACRRA individudly. We reviewed
contracts for lobbying, legd, and communicaions sarvices: We reviewed the following
NCDA and ACRRA contracts:

ACRRA contract with Jill Brown (Communications)®®
ACRRA contracts with Best & Flanagan (Lobbying)*°

38 |n addition, there may be other members of NCDA that have contracts for similar services relating to the
advancement of the Northstar Project. Any such contracts, if they exist, would make it even more difficult
to determine the total costs of the Project.

39 Moreinformation on this contract can be found at Exhibit E.
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ACRRA contracts with Government & Enterprise Services (Lobbying)*
ACRRA contracts with Gordon O. Voss (Lobbying)*2

NCDA contracts with Felhaber, Larson, Fenlon& Vogt PA (Legd)*®
NCDA contracts with Greene Espel, PLLP (Legd)**

NCDA contracts with Harkins Cunningham (Legal)*®

NCDA contracts with Robert Kesser (Legal)*®

NCDA contracts with Lindquist and Vennum (Legdl)*’

NCDA contracts with McCarron and Associates (Communications)*®
NCDA contracts with North Woods Advertising (Communications)*®
NCDA contracts with Shandwick (Communications).>

Our review focused on contract management procedures including:

Clear definition of duties;

Billing practices,

Contract monitoring;

Conflict of interests provisons, and
Assgnment of duties.

NCDA and ACRRA have spent $4,381,549 on the contracts listed above. Overdl, we
found that the contracts contain provisons that hep ensure effective management.
However, we offer the following recommendations to further improve these contracts.

1 Definition of Duties
In some of the contracts we reviewed, the definition of duties to be provided by the

contractors was vague®® For example, in the NCDA contract with McCarron and
Associates, the contractor was to provide the following services:

40
41
42
43
44
45
46
47
48
49
50

More information on this contract can be found at Exhibit F.

More information on this contract can be found at Exhibit G.

More information on this contract can be found at Exhibit H.

More information on this contract can be found at Exhibit I.

More information on this contract can be found at Exhibit J.

More information on this contract can be found at Exhibit K.

More information on this contract can be found at Exhibit L.

More information on this contract can be found at Exhibit M.

Moreinformation on this contract can be found at Exhibit N.

Moreinformation on this contract can be found at Exhibit O.

More information on this contract can be found at Exhibit P.

*l Se eg., ACRRA Agreement with Jill C. Brown, December 11, 2001, ACRRA with Government &
Enterprise Services, February 8, 2000, at Exhibit A, Consulting Agreement with Gordon O. Voss, May 1,
2000 and ACRRA Agreement with Gordon O. Voss for consulting services, and NCDA Agreement for
with McCarron, January 9, 2003 at Exhibit A.
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Policy and drategic advisory services relating to the development of the Northstar
Corridor commuter rail project.

Liason and communications activiies with  NCDA member and potentia
member units of government.

Public outreach.

Attend meetings and provide such other advisory services as may be requested by
the NCDA chair, Executive Committee or Authorized Representative >

This description does not provide a detailled explanation of specific services and specific
expected results NCDA was to receive.  Without a clear definition of duties, it is difficult
for the entities to determine if they are getting the sarvices they intended. If there was
ever a dispute over whether services were performed as intended, the entities would have
adifficult time showing what they were suppose to receive.

However, some of the contracts provide a detalled explanation of the services and results
the entities were to receive®® For example both the contracts with North Woods
Advertisng and Shandwick gave very detailed descriptions of the work those consultants
were to perform.>* The contracts explained in detail the work to be performed, as well as
the expected results.>®

We recognize that there are some instances where a broad definition of duties is needed
to maintain flexibility in the contracts. However, the State Auditor’'s Office recommends
that, where practica, both entities define the duties of their contractors as specificdly as

possible.

2. Conflicts of Interest Provisions

It is important that NCDA and ACRRA continue to include conflicts of interest
provisons in their contracts. Two of the contracts we reviewed did not contain a conflict
of interest clause, the contract with Jill Brown and the corntract with Gordon Voss. We
recommend that the entities put conflict of interes clauses in dl their contracts with
consultants.  These dauses will dearly inform the consultants of the public entities
conflict of interest requirements.

2 NCDA Agreement with McCarron, January 9, 2003 at Exhibit A.

53 ACRRA Agreement with Best & Flanagan, LLP, January 1, 2005, Exhibit A, Consulting Agreement
with Gordon O. Voss, May 1, 2000 and ACRRA with Gordon O. Voss for consulting services, NCDA
Agreement with Harkins Cunningham, Attorneys-At-Law, May 6, 1999 at Exhibit A, NCDA Agreement
with Robert L. Kessler, Attorneys-At-Law, May 6, 1999, at Exhibit A, NCDA Agreement with Lindquist
and Vennum, September 2, 1999 at Exhibit A, NCDA Agreement for with North Woods Advertising,
November 6, 2003 at Exhibit A, and NCDA Agreement for with Shandwick May 6, 1999 at Exhibit A.

> NCDA Agreement for with North Woods Advertising, November 6, 2003 at Exhibit A, and NCDA
Agreement for with Shandwick May 6, 1999 at Exhibit A.

%5 NCDA Agreement for with North Woods Advertising, November 6, 2003 at Exhibit A, and NCDA
Agreement for with Shandwick May 6, 1999 at Exhibit A
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3. Liaison Reports

The State Auditor was pleased with the requirement that the contractors provide reports
to a NCDA or ACRRA liaison. In al the contracts, Tim Yantos was to act as the liaison
between the contractor and NCDA or ACRRA. The State Auditor’s Office recommends
that NCDA and ACRRA continue to require their contractors to report to the liaison.
These reports dlow the liaison and the governing boards to monitor the work being done,
and to determine whether their objectives are being met.

4, Requests for Proposals

Some of the contracts indicated they were the result of a request for proposa (RFP) by
either NCDA or ACRRA. Both entities should continue to use an RFP process whenever
possble, including when renewing contracts. A RFP process that is open, far, and
objective, alows public entities to receive the best vaue.

5. Contract and Amendment Sgnatures

Some of the contracts and contract amendments were not signed before payment was
made. For enforceability, we recommend that dl contracts and amendments be
authorized and signed by al parties before any payments are made.

6. Conclusions/Recommendations

Generdly, NCDA and ACRRA are usng sound contract management procedures. We
recommend that al their contracts.

Contain clear definitions of duties;

Continue to contain conflicts of interest provisons,

Clearly define who is the daff liason, and require monthly reports of
specific work performed;

Go through a RFP process where appropriate; and

Be signed by al parties before payments are made.

[1. Procurement Cards

As pat of our review, we aso looked at the use of procurement cards for the Northstar
Project.  Specificdly, we reviewed the procurement card hisory of the following
employees who had charges relating to the Northstar Project:

Executive Director of the Northstar Project
Anoka County Public Information Specidist
Anoka County Divison Manager for Public Services
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The procurement card is a credit card based program used to purchase low vdue items
and services®® The procurement @rd promotes better service by adlowing the cardholder
to obtain goods and services quickly and conveniently.>” It aso reduces the amount of
paperwork needed to obtain, and make payment on, those goods.®

Through our review, we found that NCDA and ACRRA are spending funds on med
expenses.  The manner in which the meds were documented meade it difficult to
determine whether the expenditures truly served a public purpose.

Procurement cards are issued to employees of Anoka County. As previoudy stated,
Anoka County is the fiscd agent for NCDA and ACRRA. Therefore, any expenditures
made on County procurement cards for the Northstar Project are governed by the
County’s policies.

The County’s palicies authorize the following med and refreshment expenditures:

For staff and volunteers while performing duties on Election Day;

For daff involved in the trangport of those who are in-custody, incarcerated or
otherwise under the control of county employees,

As a courtesy to the public, dected officids of other jurisdictions, business
partners or others who may attend scheduled meetings of the County Board or its
committees;

For a breskfagt, lunch or dinner meeting of the County Board, its committees, or
any of its members, County Elected Officids, County Locd Officds and
attendant staff, when mesetings must be scheduled over medl periods as a matter of
practicdity or to accommodate schedules;

When pat of a dructured agenda for a depatmentd meeting, conference,
workshop or other meeting and the officid or employee has been authorized to
attend;

For County sponsored meetings, conferences or workshops where participants
include County and non-County attendees, a regidration fee may or may not have
been charged;

At meetings (such as divison or department wide quarterly meetings, senior saff
or management meetings, county-wide or divison/department wide meetings for
dl managers, supervisors, etc.) when the refreshment and/or meds are necessary
to sugtain the flow of the meeting and to retain the attention of the attendees,

%6 Anoka County Procurement Card Purchasing Program User Manual, at 1.
57 Anoka County Procurement Card Purchasing Program User Manual, at 2.
%8 Anoka County Procurement Card Purchasing Program User Manual, at 2.
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For meedtings by County officids and/or employees with associates from other
jurisdictions or with busness partners, if authorized by the Divison manager or
department heed, and for a specific purpose.®®

From 2003 to July 2005, the procurement cards for the employees we reviewed were
used to pay for numerous meas. The procurement card bills were then paid by ether
NCDA or ACRRA as determined by the card holder. For the employees we reviewed,
the total amounts spent on meals within the Twin Cities area were®®

Total Procurement Card Chargesfor Meals Within the Twin Cities Area’"

Employee 2003 2004 2005 Total
Executive
Director $2,487.00 $3,890.00 $2,051.00 $8,428.00
Public
Information $122.00 $15.00 $0.00 $137.00
Specidist
Divison $126.00 $72.00 $321.00 $519.00
Manager

It gppears that public funds are routindy being used to pay for meas for NCDA and
ACRRA employees. For example from January 2003 to July 28, 2005, we counted
aoproximatdy 222 med medtings within the Twin Cities Area on the Executive
Director’s procurement card charged to the NCDA and the ACRRA.®® From January 1,
2003 to July 28, 2005, an employee for the State of Minnesota would have had 659
working days. That means that there was a medl charged on the Executive Director’'s
procurement card approximately every third working day.®* This percentage would be
more if vacation and sick days were taken into account.

The mgority of the 222 med medtings on the Executive Director's procurement card
indicated that med meetings were held “to accommodate schedule” The State Auditor's
Office recommends that NCDA and ACRRA make every effort to schedule meetings
during regular working hours a an office, rather than meeting & a restaurant and
incurring med expenses.  The entities should dso ensure that med meetings are truly
needed to accommodate schedules of the attendees. The person approving the

%9 Anoka County Financial Policies, at p. 48.

€0 We counted charges in the following cities: Anoka, Blaine, Bloomington, Brooklyn Center, Brooklyn
Park, Coon Rapids, Fridley, Minneapolis, New Brighton, Roseville, and St. Paul.

81 procurement card histories were provided to us by Anoka County.

62 2005 amounts are through July 2005.

53 An additional 37 meals were charged to the Anoka County HRA during that time.

64 222/659= 34%. We counted six days in which two or more meals were charged on the Executive
Director’s procurement card. See Cardholder Activity Report and Expense Statement for the Executive
Director of the Northstar Project, July 31, 2003, April 1, 2004, April 2, 2004, August 30, 2004, October
28, 2004, and May 24, 2005. This would bring the actual ratio of days charging a meal to work days down
dlightly.
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expenditures should ensure that they are truly needed.®® The approving party should aso
ensure that the expenditures conform to the County’ s policies on procurement card use.

In the Executive Director's example, dl the mea meetings included other people. The
State Auditor's Office was unable to determine who else was present at these meetings
because the attendees were only identified by initids. In addition, very few of Executive
Director’s charges included a detalled receipt. Instead, a summary receipt was turned in
which only indicated the totd amount spent on the medl. Based on the dollar amounts on
the individual expenditures, it appears that the procurement card was used to pay for the
medsof adl theindividuds in attendance.

In contragt, the receipts associated with the Public Information Specidist’s and the
Divison Manager's procurement cards included the names of the other attendees a the
medl meetings. Most of their charges included detailed receipts.

During our review of the detailed receipts that were provided to us, we noticed that med

meetings were paid by NCDA, on procurement cards, for NCDA'’s contractors.  For
example, a May 19, 2005, entry on the Divison Manager’s procurement card indicated a
meal a Oceanaire Seafood Room in Washington D.C. The purpose of the meeting with
NCDA’s federd consultants was to discuss congressonad medtings. Among the
attendees liged a the meeting were, employees from Capitd Partnerships, Mullenhoff,
Brimsek & Beare, McCarron and Associates and the Anoka County Divison Manager.

The tota of this bill was $320.07. All these contractors, however, had clauses in their
contracts that charged the entities for their expenses, which would include mesls.

Most of the meds purchased on the Executive Director's é)rocurement cad were a
restaurants in Anoka, Coon Rapids, Minneapolis, and St. Paul.®®  Only a few were out of
town. In contrast, most of the meals purchased on the Public Information Specidist’s and
the Divison Manager’'s procurement cards were a redtaurants outsde the Twin Cities
metropolitan area.

Based on our review of the use of County procurement cards we recommend that:

All reimbursement requests for meds clearly date the specific purposeitopic of
the meeting.

All receipts for meds incdlude the full name of the mesting attendees and the
entity they represent.

The County requires a detailed receipt before approving payment of procurement
cad purchases. A public entity cannot properly track expenditures without

8 Procurement charges are to be approved by the employee’ s manager for payment.
% We counted 97 meal's charged to the Executive Director’s procurement card at restaurantsin Anoka. The
Executive Director works at the Anoka County Government Center located in Anoka.
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receiving a detailed receipt to ensure that the purchases were for a proper public
67

purpose.

The entities avoid unnecessary meetings in which their contractors need to be

reimbursed for medls.

We have previoudy provided Anoka County with advice relating to procurement card
procedures. In the State Auditor's Office audit of Anoka County for the year ended
December 31, 2002, we included the following comment on the County’'s use of
procurement cards.

The County Board and other specificdly authorized County officids are
required by law to audit and dlow clams againg the County. Without
adequate documentation, it is impossble for the County to determine that
the amounts charged on the procurement cards are for a public purpose. In
the case of employee med reimbursements, adequate documentation is
needed to determine whether the meds exceed the county’s med
dlowance and complied with other aspect of the County’ stravel policies.

Internal Revenue Service regulations require that med reimbursements be
included in taxable income when an employee is not in overnight satus. It
appears that at least three of seven transactions included meds where the
employee was not in overnight datus. We saw no indication that these
amounts were included in the employees income.

The County’s procurement card policy requires employees to submit back-
up documentation to support procurement card transactions. We
recommend the County more closdy monitor the documentation
submitted by its employees to ensure that it adequately describes and
supports the transactions made.  In addition, we recommend that employee
med reémbursements made through procurement card transactions be
included in taxable income when the employee is not in overnight status®

In its response to this audit comment, Anoka County informed us that it was reminding
employees holding procurement cards they need to identify dl persons incuding
themsdves, atending, and the purpose of the meeting.

During our current review, we were provided with a November 7, 2003 interoffice
memorandum deding with the County’s use of procurement card transactions. ®°  The
memorandum acknowledged our 2002 comments, and cdled for dl procurement

67 Especially for restaurant purchases, a detailed receipt is needed so a public entity can be sure public
funds are not being spent on alcohol.

%8 Anoka County Management and Compliance Report for the Year Ended December 31, 2002, Schedule 1
ap.3.

%9 November 7, 2003, memorandum from Anoka County Accountant.
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cardholders to provide receipts and judifications for al food establishment purchases
induding:

The purpose of the charge or reason for the mesting; and
A listing of al person, including the cardholder, for the charges listed.”

The memorandum requested a detailed description for the meetings, including:

What was the purpose of the meeting; and
The main topic of discussion.

The memorandum sressed that “for restaurant meetings, it is imperative that you include
the purpose of the meeting, again providing the topic may help.”"?

In a hand written note on the copy of the memorandum we recelved, the accountant
makes clear that a more detailed description of the issues is needed then “HRA issues and
RRA issues””™ In addition, the accountant stresses that names should be included, not
just initids.”

All employees should follow the accountant’s recommendations which are based on our

2002 audit findings. Card holders should:

Provide more detail of the purpose of the meeting;
Provide detailed receipts, and
The names of those attending should be included with the receipts.

These procedures will help in determining whether public funds were properly used.

IV.  Conclusion

The State Auditor's Office is not commenting on the Northstar Commuter Rail Project
itsedf. The decison of what projects a public entity funds is a matter of public policy left
to its eected officias and public employees. The role of the State Auditor's Office & to
ensure that public entities spend public fundsin a responsible manner to meet their gods.

Therefore, the State Auditor’'s Office is recommending that the NCDA and ACRRA
review the recommendations in this report to more closely monitor their contracts rdaing

0 November 7, 2003, memorandum from Anoka County Accountant.
1 November 7, 2003, memorandum from Anoka County Accountant.
2 November 7, 2003, memorandum from Anoka County Accountant.
3 November 7, 2003, memorandum from Anoka County Accountant.
4 November 7, 2003, memorandum from Anoka County Accountant.
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to the Northstar Project. The entities should be sure that they are working together to
meet their common objective a minimum expense.

In addition, NCDA and ACRRA should ensure that public funds are being used
responsibly in regards to medls for their employees. Public funds should only be used for
meal meetings when necessary.

The State Auditor’'s Office thanks Anoka County and their gaff for their assstance in this
matter.



Exhibit A

Background of NCDA and ACRRA Contractswith
Himle Horner Incor porated

NCDA

We reviewed contracts between NCDA and Himle Horner Incorporated (Himle Horner)
in effect snce November 2, 2000 Generaly, dl the contracts required Himle Horner to
provide public information services for NCDA, to enhance vighility and support for the
Northstar Project, and to assist lobbyists in their communication efforts®>  The services to
be performed were defined in each of the contracts® A sample of the services Himle
Horner was to provide can be found at Exhibit AL

All the contracts between NCDA and Himle Horner were paid on an hourly basis with a
maximum contract amount set for each contract and amendment*  The contract
maximums for each year were asfollows

Year NCDA
2000 $40,000°
2001 $250,000
2002 $500,000°
2003 $600,000
2004 $450,000
2005 $500,000
Total $2,340,000

In al the contracts we reviewed between NCDA and Himle Horner, Mr. Tim Yantos, was
the authorized representative of NCDA and the liaison with Himle Hormer.” Mr. Yantos
is NCDA’s Executive Director, ACRRA’s Executive Director, the Northstar Project
Director and Deputy Anoka County Adminigrator. Mr. Yantos was to indruct Himle
Horner to perform the various services described in the agreement.®  Himle Horner was to

1 Mn/DOT monitored and provided grant funds for an early contract between NCDA and Himle Horner
until 2001.
2 See, e.g., NCDA Agreement for Professional Serviceswith Himle Horner Incorporated, January 8, 2004,
at Exhibit A.
3 NCDA'’s December 7, 2000 Agreement with Himle Horner did not include an explanation of services to
be performed; however, the contract contains the same contract number as a November 2, 2000 contract
that did include an explanation of servicess. NCDA Agreement for Professional Services with Himle
Horner, dated December 7, 2000 and November 2, 2000, at Exhibit A.
* See, e.g., NCDA Agreement with Himle Horner, November 2, 2000, at C. Himle Horner was also to be
reimbursed for out-of-pocket expenses for direct costs.
> NCDA’s November 2, 2000 Agreement with Himle Horner was effective for the time period November 2,
2000 through December 31, 2000.
® $500,000 is the contract maximum for a contract that began September 6, 2001 and ended December 31,
2002. NCDA Agreement for Professional Services with Himle Horner, September 6, 2001. NCDA aso
had another contract that was in effect for all of 2001. NCDA Agreement for Professional Services with
Himle Horner, December 7, 2000.
; See, e.g., NCDA Agreement with Himle Horner dated December 2, 2004, at B.4.

Id.
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submit oral or written reports on its progress in completing its work as requested by Mr.
Yantos or the NCDA's administrative team.® All reports, invoices and other materias
prepared pursuant to the agreements were to be sent to Mr. Y antos.'°

All NCDA'’s contracts with Himle Horner contained conflict of interest provisions!*
ACRRA

ACRRA had two separate contracts with Himle Horner during the time period 2001 to

2004. Under the firgt contract, Himle Horner was to provide the following services for
ACRRA:

1. Professond servicesfor public information and public involvement relating to
the Northstar Corridor and other rail and trangit programs of the ACRRA.

2. Devedop drategies and public information tools for the furtherance of such
projects as requested by the ACRRA's Authorized Representative '

Under this contract, ACCRA was to reimburse Himle Horner on an hourly basis with a
maximum contract amount.®® The contract was amended four times extending the time of
sarvices out to December 31, 2004 and increasing the contract maximum to a total of
$190,000.*

In addition to this contract, ACRRA entered into another contract with Himle Horner in
July 2002 Under this contract, NCDA authorized an agreement with ACRRA to
provide $95,000 to the ACRRA to provide public information services relaing to the
Northstar Commutter Rail project.'®

The Jduly 2002 contract was to reémburse Himle Horner on an hourly bass up to
$320,000.1" The July 2002 contract contained a detailed list of services Himle Horner
was to provide and a budgeted breskdown of the cost of those services!® The services
Himle Horner was to provide are spelled out in Exhibit A2. The July 2002 contract was
extended to June 30, 2003.2°

°1d. & B.5.
1914, &t B.4
Md. aH.9.
12 5ee ACRRA Agreement for Professional Services with Himle Horner, March 13, 2001 at Exhibit A.
¥ld.acClandC2.
14 see ACRRA Amendments No. 14 to the Agreements for Professional Services with Himle Horner,
dated December 5, 2003, December 6, 2002, December 11, 2001 and July 10, 2001.
12 See ACRRA Agreement for Professional Services with Himle Horner, July 9, 2002.
Id.
1d.aClandC2.
'81d. at Exhibits A and B.
19 See ACRRA Amendment No. 1 to the Agreement for Professional Services with Himle Horner,
December 6, 2002.
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In al the contracts we reviewed between ACRRA and Himle Horner, Mr. Tim Yantos
was the authorized representative of ACRRA and the liaison with Himle Hormer?® Mr.
Yantos was to indruct Himle Horner to perform the various services described in the
agreement.’’  Himle Horner was to submit reports on its progress in completing its work
as requested by Mr. Yantos?? All reports, invoices and other materials prepared pursuant
to the agreement were to be sent to Mr. Y antos >

All ACRRA's contracts with Himle Horner contained conflict of interest provisions?*

20 ACRRA Agreementsfor Professional Serviceswith Himle Horner dated March 13, 2001 and July 9,

ACRRA Agreementsfor Professional Serviceswith Himle Horner dated July 9, 2002, at B.5. authorized
reports to be requested by Mr. Y antos or by ACRRA’s Administrative Team.

2 ACRRA Agreements for Professional Serviceswith Himle Horner dated March 13, 2001 and July 9,
2002, at B.4.

24 ACRRA Agreements for Professional Serviceswith Himle Horner dated March 13, 2001 and July 9,
2002, at H.9.
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Duties of Himle Horner Inc. in March 10, 2005 contract with NCDA*

l. Contract Objectives

For the period of January 1, 2005 through December 31, 2005, Himle Horner will
continue to aggressvely communicate public information and promote public
involvement in the Northsar Commuter Rall Project. In order to accomplish those
objectives, Himle Horner will:

a. Provide draegic counsd to the project management team on
communication and public affarsissues.

b. Keep corridor residents and project supporters informed about the benefits
and progress of the Northgar Commuter Rail Project, the Authority’s
proposd to the 2005 Legidaure and activities within the 2005 legidative
sesson.

I. Key audiences will include project supporters, new and established
resdents within desgnated project configuration, and other
Minnesotans with an interest in transportation issues.

c. Continue to support discusson of the project among state opinion leaders,
news media and various interest groups.

d. Prepae and make materids avalable to assst lobbyists as they
communicate with policymekers as they consder policy options for the
project.

e. Provide drategy and materials to respond to questions and issues raised by
the media, opinion leaders and other interested parties.

f.  Continue to aggressvely promate public involvement.

To accomplish these objectives, the tasks identified below will be implemented
during the course of this contract. The individud tasks may be modified by the
Authority depending on the status of funding for the NCDA.

. Consultant Duties
a. Straegic Counsd — Provide drategic counsd to the project management
team on public information, communications and public affairs Srategy.
I. Attend NCDA drategy meetings, a needed, to asss in
development of public affairs and communications programs.
ii. Attend monthly NCDA Executive Committee and Board meetings
to report on communication activities.
iii. Serve as drategic counse to NCDA Executive Director and other
members of the Northgtar project management team.
Iv. As reguested, manage research projects to assst the NCDA
Executive Director in  developing project drategy and
communicate the results of that research to key audiences.

1 NCDA Agreement for Professional Serviceswith Himle Horner, December 2, 2004, at Exhibit A.
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b. Public Outreach and Communication — Keep corridor residents and project

supporters informed about the features, benefits and Status of the Northstar
Commuter Rail project.

i
ii.
ii.
iv.
V.
Vi.

Vil.

viil.

Xi.

Xii.

Xiii.

c. Othe

Update and maintain information distribution databases

Enhance and maintain opinion leader databases.

Produce 6-8 supporter updates/notifications.

Produce at least 4 opinion leader update mailings

Provide materidsinformation for power point presentations with
new project information for public presentations.

Manage regular web gdte updates with timely information for the
public on the project.

Keep supporters engaged in the project and assst them with
information should they want to communicate on behdf of
Northstar.

Develop new opportunities and venues for supporters to
communicate their support for the project.

Work with other public communications consultants to identify
new supporters and engage them in project discussions.

Work with other public communications consultants  to
communicate information a&bout the project to new corridor
residents.

Asss NCDA in ther outreach/cooperative efforts with business
leaders.

Assg NCDA with requests from individuds or dcitizens
support/action groups.

Provide assstance to the NCDA in organizing “Day at the Capitol”
activities.

Public Communications Activiies Respond to questions and

criticism from interested parties.

iv.

V.

Vi.

Redraft key project informationa materids to reflect changes in
the project scope.

Regularly update information kit materid and the Northstar Web
gte as new information becomes available.

Reprint materids, if needed.

Asss NCDA in bringing intereted parties into the corridor to
understand the trangportation chalenges facing the region.

Develop drategy to respond to questions and criticism about the
project.

Develop materidls, as needed, to respond to questions and
criticiam.

d. News Media and Opinion Leaders — Continue to support discussion of the

project among dtate opinion leaders, news media and various interest
groups, providing public communication materids with information about
the features, benefits and status of the Northstar project.

Regularly update mediakit.
Arrange mediainterviews/tours for Northstar spokespersons.



VI,

Vil.
Viii.

iX.

X.
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Prepare 8- 10 news releases/media updates

Prepare 3-5 opinion pieces for digtribution.

Record and distribute at least 6 radio actudlities.

Arrange vidts with editoria boards and the capitol press corps for
NCDA representatives as legidative activity occurs.

Respond to media requests.

Track news dips and didributes them to individuds identified by
the NCDA.

Update the web dte with timely information for access by the
media and opinion |leaders.

Coordinate other media activity as needed.

Public_Affars Information — Provide materids to assst lobbyids in their

communication efforts, as requested, including:

i.
i
iii.
iv.

Background information for newly dected legidators.
Support materids for use during the 2005 legidative session.
PowerPoint presentation for use by the lobbying team.
Respond to requests for information from public officids.
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Duties of Himle Horner Inc. in July 9, 2002 contract with ACRRA®

On behdf of the Northstar Corridor Development Authority, the Anoka County Regiona
Rall Authority will implement a communications plan amed a informing and involving
the public about the Northstar Commuter Rail Project.

During the baance of 2002, the consultant will:

- Keep the generd public informed about the project and the NCDA'’ s decison to
continue to pursue sate and federd funding. Communications efforts will now
include residents of Centrd Minnesotawho may use Northstar in addition to the
traditional corridor resdents. A greater level of communication to residents of
Greater Minnesotais also required.

- Aggressivey promate public involvement.

- Provideinformation to candidates running for various public offices o they can
make informed decisions about the project.

- Deveop effective coditions with other trangportation supporters across
Minnesota.

To accomplish these objectives, the following tasks must be implemented during the
course of this contract.

1. Public Communication

T @O o0 o

J.

Maintain information distribution database.

Enhance and maintain opinion leader database.
Re-group database into new legidative digtricts.
Produce 5 Updates.

Produce 5 Updates for opinion leaders.

Draft updated power point presentation.

Retain project coordinator to make presentations, staff displays, personally
drop literature, etc.

|dentify new supporters.

Conduct telephone supporter identification if necessary.
Obtain resolutions of support from third parties.

2. Candidate Communication

a

b.

C.

d.

Draft letter/info kit and distribute to dl legidative candidates and
Minnesota House and Senate leadership.

Develop an outline of future candidate updates.

Supply questions about the Northstar project to organizers of candidate
forums.

Mail letters to successful candidates following the primary and generd
elections.

3. Transportation Codlition
a. Continue discussions with the Minnesota Chamber with agoa of

incluson of the Northstar project in the chamber’ s legidative agenda

1 ACRRA Agreement for Professional Services with Himle Horner, July 9, 2002, at Exhibit A.
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b. Deveop materias for use in meetings with other potentia codition
members such as AARP, &ic.
c. Coordinate communications efforts with other members of a codition.
4. Mdeids
Desgn and implement adightly revised look for selected materias.
Regularly ypdate information kit materid as new information appears.
Redraft brochure and print.
Re-print window stickers.
Inventory existing materials — determine need for re-prints.
f.  Reprint information request cards.
5. Corridor Resident Newd etter
a. Produce one newdetter to be distributed to the entire corridor in
September.
6. Web Site
a. Redesign home page.
b. Update with new information asit becomes available.
c. Providefor interested party registration.
d. Promote Northgtar links from other Sites.
7. Billboards
a. Place billboards between September 5 and November 5
8. NewsMedia
Produce mediakit.
Track news clips and distribute.
Produce 7-12 news releases/media updates.
Record and distribute at |east two radio actualities.
Arrange dl aspects of mediatour for Northstar spokespersons in Greater
Minnesotain Augus.
Arrange corridor and capitol press corps mediavistsin August —
September, and November.
0. Write 2 op-ed pieces, one for each metro and non-metro audiences.
h. Deveop letter to editor effort.
i. Develop outline of possible media story pitches/timing.
j.  Write and distribute one Northstar festure article.
9. Research
a. Deveop and implement corridor poll update.
b. Communicate poll results.
C. ldentify issues that need fresh issue research over summer/fal and
recommend who should do it.
10. Other Communications
a. Draft and digtribute pre-written newdetter Sories.
b. Draft and distribute commuter rail success stories.
11. Provide Ongoing Strategy Development and Public Information Advisory Series

©Poo oW

PaooTe
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Background of NCDA and ACRRA Contractswith Capital Partnerships

We reviewed contracts between NCDA and ACRRA with Cgpitd Partnerships, Inc.
(Capitad Partnerships) dating back to 1997.

The initid contract we reviewed between NCDA and Capitd Partnerships was entered
into on January 1, 1999 and was in effect from that date until December 31, 1999 The
contract was amended twice to extend to December 31, 2001.> From January 1, 2002 to
December 31, 2004, NCDA had three contracts with NCDA dl cdling for the same
services relating to Northstar®> The most recent contract between NCDA and Capitd
Partnerships is from January 1, 2004 to December 31, 2005.*

ACRRA entered into a contract with Capital Partnerships on December 10, 1997.°> The
contract was amended Sx times to extend its length for another year through December
31, 2004° On December 3, 2004, ACRRA contracted with Capita Partnerships for
services through December 31, 2005.”

In dl the contracts, Capitd Partnership’'s man focus was to work on obtaning federd
funds for the Northsar Ral Project. The most recent contracts we reviewed cal for
Capita Partnerships to perform the same duties for both NCDA and ACRRA.®2  The
specific duties of these contracts are at Exhibit B1.

Under both NCDA and ACRRA contracts Capita Partnerships was to be paid on a set
monthly basis for the following annud amounts:

Retainer Amountsfor Capital Partnershipsfrom NCDA and ACRRA

Y ear NCDA ACRRA

1998 NA $60,000
1999 $30,000 $30,000
2000 $30,000 $30,000
2001 $35,000 $30,000
2002 $35,000 $40,000
2003 $35,000 $44,000

1 NCDA Agreement with Capital Partnerships, January 1, 1999 at |.

2 NCDA Amendment to the Agreement with Capital Partnerships, December 9, 1999 at 1, and NCDA
Amendment to the Agreement with Capital Partnerships, November 2, 2000 at 1.

3 NCDA Agreement with Capital Partnerships, December 6, 2001 at Exhibit A, and NCDA Agreement
with Capital Partnerships, November 3, 2002 at Exhibit A, and NCDA Agreement with Capital
Partnerships, December 4, 2003 at Exhibit A.

* NCDA Agreement with Capital Partnerships, December 2, 2004.

> ACRRA Agreement with Capital Partnerships, December 10 1997.

6 ACRRA Amendments to Agreement with Capital Partnerships, December 4, 1998, December 14, 1999,
December 12, 2000, December 11, 2001, December 6, 2002, and December 5, 2003.

" ACRRA Agreement with Capital Partnerships, December 7, 2004.

8 NCDA Agreement with Capital Partnerships, December 2, 2004, at Exhibit A, and ACRRA Agreement
with Capital Partnerships, December 3, 2004 at Exhibit A. Aside from one service listed in the ACRRA
contract, the scope of servicesin the contracts areidentical.
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2004 $37,500 $45,000
2005 $38,625 $46,350
Total $241,125 $325,350

In al the contracts we reviewed between NCDA and ACRRA and Capitd Partnerships,
Mr. Yantos, the Northstar Project Director and Deputy Anoka County Commissioner,
was the authorized representative of NCDA and ACRRA and the liason with Capitd
Partnerships® Mr. Yantos was to instruct Capitd Partnerships to perform the various
services described in the agreement.!® Capital Partnerships was to submit reports on its
progress in completing its work as requested by Mr. Yantos. All reports, invoices and
other materials prepared pursuant to the agreement were to be sent to Y antos.™

Three of the contracts we reviewed were not signed by any party.? In addition, one of
the amendments to ACRRA’s contract was not signed.™

All NCDA's and ACRRA’s contracts with Himle Horner contained conflict of interest
provisons.**

® See eg. ACRRA Agreement with Capital Partnerships, December 3, 2004 at B (3). The 1999-2002
NCDA contracts also list Paul McCarron as an Authorized Representative.

VY seeeg.id.

" seeeg.id. a B(4).

12 NCDA Agreements with Capital Partnerships, December 4, 2003, and December 2, 2004. ACRRA
Agreement with Capital Partnerships, December 3, 2004.

13 ACRRA Amendment to the Agreement with Capital Partnerships, December 5, 2003.

14 See e.g. ACRRA Agreement with Capital Partnerships, December 3, 2004 at H (6).
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Services Capital Partnershipsto Provideto NCDA and ACRRA!

Development of Funding Strategy: Provide advice to the NCDA members and
ACRRA on how additiond federal funds to the Northstar Corridor project can
be identified, accessed and acquired, including but not limited to planning,
engineering, design and congtruction funds.

A. Work with the NCDA and ACRRA to appropriate federd funds for the
Northstar Corridor for fiscal years 2005 and 2006.

B. Work with the NCDA and ACRRA on a federd legidative drategy to
desgnate trangt New Ral Start funds for the Northstar Corridor through
the Twin Cities Trangtways project or through some other entity.

C. Work with the ACRRA to secure the reauthorization of the Northstar
Commuter Rail Project in the next surface transportation funding bill.>

. Work with the Federd Trangt Adminigtration (FTA) to:

A. Egablish the Northstar Corridor in the FTA’s lig of funding priorities sent
to Congressin 2005.

B. Identify the dements needed to direct earmarked trangt capitd funds
expeditioudy to the project.

C. Implement a process to place ether the Twin Cities Transtways project or
the Northgtar project in line to receive a Full Funding Grant Agreement
(FFGA).

. Coordination of Legidative Efforts Provide key legidators and daff with
approprigte  information and  technicd/politicd  guidance regarding  the
proposed highway project and its funding needs as follows:

A. Attend Congressond Committee hearings as gppropriate.

B. Assg Caodition members and daff in preparing for meetings with
Members of Congress or testifying a hearings.

C. Organize Washington vidgts on behdf of the project for Northstar and

D

ACRRA representatives.
. Meet/Coordinate with loca government lobbyists as directed by the
NCDA and ACRRA.
Draft brief summaries of key meetings’hearings as appropriate.
Work with the NCDA and ACRRA on agreed upon assignments that
would advance the misson of the NCDA and ACRRA where feasble and
appropriate.
G. Follow-up on mesdtings with NCDA and ACRRA members and daff to
ensure that information needs are adequately addressed.
H. Prepare any necessary correspondence with Members of Congress or other
federd officids.

nm

1 NCDA Agreement for with Capital Partnerships Inc., December 2, 2004, at Exhibit A, and ACRRA
Agreement with Capital Partnerships Inc., December 3, 2004 a Exhibit A.

2 The ACRAA contractsisworded “to secure federal appropriations. . ..”

3 This service appearsin the ACRRA contract, but not the NCDA contract.
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Background of NCDA and ACRRA Contractswith
Messerli & Kramer, P.A.

We reviewed contracts between Messarli & Kramer, PA. (Messerli & Kramer), and
NCDA and ACRRA dating back to 1999. Messarli & Kramer had separate contracts
with esch entity. Both the NCDA and the ACRRA contracts cdled for the following
services.

Deveoping a srategy to maximize potentia funding sources,

Medting with key decison makes a the Minnesota Depatment of
Trangportation, Metropolitan Council, the Legidature, the Governor's Office, and
any agency, individud or entity that may provide funding assstance;

Assding in any manne necessary to secure a financid commitment from the
State for the Northstar Corridor; and

Closdly monitoring | potentia funding initiatives*

NCDA and ACRRA each agreed to pay Messarli & Kramer monthly retainer fees, plus
dlowable direct expenses? Over the course of the contracts, Messerli & Kramer were to

be paid the following retainer amounts®

Year NCDA ACRRA
1999 $35,000

2000 $65,000
2001 $35,000

2002 $35,000 $45,000
2003 $35,000 $50,000
2004 $37,500 $52,500
2005 $38,625 $54,075
Total $216,125 $266,575

Mr. Tim Yantos is NCDA’'s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Administrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and ACRRA, and the
ligson with Messerli & Kramer* Mr. Yantos was to instruct Messerli & Kramer to

1 Exhibit A to NCDA Agreements for Professional Services with Messerli & Kramer dated December 2,
2004, December 4, 2003, November 7, 2002, December 6, 2001 and November 4, 1999; and Exhibit A to
ACRRA Agreements for Professional Services with Messerli & Kramer dated December 3, 2004 and
October 26, 1999. The language in Exhibit A to the contracts describing the servicesisidentical.

2 NCDA Agreements for Professional Services with Messerli & Kramer dated December 2, 2004,
December 4, 2003, November 7, 2002, December 6, 2001 and November 4, 1999, at C; NCDA
Amendment No. 1 to the Agreement for Professional Services with Messerli & Kramer dated November 2,
2000; ACRRA Agreements for Professional Services with Messerli & Kramer dated December 3, 2004 and
October 26, 1999, at C; and Amendments to ACRRA Agreements for Professional Services with Messerli
§¢ Kramer dated December 11, 2001, December 6, 2002, and December 5, 2003.

Id.

* NCDA Agreements for Professional Services with Messerli & Kramer dated December 2, 2004,
December 4, 2003, November 7, 2002, December 6, 2001 and November 4, 1999, at B.3; and ACRRA
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perform the various services described in the agreement® Messarli & Kramer was to
submit oral or written reports on its progress in completing its work as requested by Mr.
Y antos.®

Three of the contracts we were provided for review were not signed by any party.”

All NCDA's and ACRRA’s contracts with Messarli & Kramer contained conflict of
interest provisions®

Agreements for Professional Services with Messerli & Kramer dated December 3, 2004 and October 26,
1999, at B.3. Mr. Paul McCarron was included as an additional authorized representative on the December
6, 2001 and November 4, 1999 NCDA Agreements with Messerli & Kramer, and on the October 26, 1999
ACRRA Agreement with Messerli & Kramer. The October 26, 1999 ACRRA Agreement identifies Mr.
McCarron as ACRRA’s Chair.

> NCDA Agreements for Professional Services with Messerli & Kramer dated December 2, 2004,
December 4, 2003, November 7, 2002, December 6, 2001 and November 4, 1999, at B.3; and ACRRA
Agreements for Professional Services with Messerli & Kramer dated December 3, 2004 and October 26,
1999, at B.3.

®1d.aB.4.

” NCDA Agreements for Professional Services with Messerli & Kramer dated December 4, 2003, and
December 2, 2004. ACRRA Agreement for Professional Services with Messerli & Kramer dated
December 3, 2004.

8 NCDA Agreements for Professional Services with Messerli & Kramer dated December 2, 2004,
December 4, 2003, November 7, 2002, December 6, 2001 and November 4, 1999, a H.7; and ACRRA
Agreements for Professional Services with Messerli & Kramer dated December 3, 2004, at H.6, and
October 26, 1999, at H.7.
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Background of NCDA and ACRRA contractswith
Mullenholz, Brimsek & Belair

We reviewed contracts between Mullenholz, Brimssk & Bear (Mullenholz) and both
NCDA and ACRRA dating back to 1999.

Under the contracts, Mullenholz was to perform the same services for both NCDA and
ACRRA. The sarvicesto be provided were defined as.

Devdopment of Funding Strategy: Provide advice to the NCDA and ACRRA

members on how additiond federa funds for the Northstar Corridor project can
be sourced, accessed and acquired, including but not limited to, planning,
engineering, design and congtruction funds.

Coordingtion of Legidative Efforts Provide key legidators and dgaff  with

aopropriate information and technica/political guidance regarding the Northstar
Corridor project and its funding needs:

(0]
(0]

(0]

o

Attend Committee hearings as appropriate;

Assg Codition members and daff in prepaing for medtings with
Members of Congress or testifying at hearings;

Organize Washington vidts on behdf of the project for Northstar
Representatives,

Meset/coordinate with local government lobbyists as directed by the
NCDA and ACRRA,;

Draft brief summaries of key meetings/hearings as appropriate;

Work with the NCDA and ACRRA in agreed upon assgnments that
would advance the misson of the NCDA and ACRRA where feasble and
gopropriate, in conjunction with the Twin Cities Trangtways Project;

Follow-up on mesetings with NCDA and ACRRA members and daff to
ensure that information needs are adequately addressed;

Prepare any necessary correspondence with members of Congress or other
federd officas

Advie and assis the NCDA and ACRRA in edablishing a base of
funding in the House and Senate annual appropriation process,

Assg the NCDA and ACRRA to pogtively influence the incluson of
funding for the Northstar Corridor in the House and Senate appropriations
bills

Provide a summary of the congressond actions to the NCDA and
ACRRA at the completion of the appropriations process.*

! See e.g. ACRRA Agreement with Mullenholz, December 14, 1999, Exhibit A, and NCDA Agreement
with Mullenholz, January 1, 1999, Exhibit A.
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In exchange for these services, Mullenholz was to be paid a retainer fee in the following
amounts:

Y ear NCDA ACRRA
1999 $30,000 NA

2000 $25,000 $25,000
2001 $30,000 $30,000
2002 $30,000 $40,000
2003 $30,000 $44,000
2004 $32,500 $45,000
2005 $33,475 $46,350
Total $210,975 $230,350

In dl the contracts we reviewed between NCDA and Mullenholz, Mr. Tim Yantos, was
the authorized representative of NCDA and the liason with Mullenholz?  Mr. Yantos is
NCDA'’s Executive Director, ACRRA’s Executive Director, the Northstar Project
Director and Deputy Anoka County Adminisrator. Mr. Yantos was to ingtruct
Mullenholz to perform the various services described in the agreement>  Mullenholz was
to submit ora or written reports on its progress in completing its work as requested Ly
Mr. Yantos or the NCDA’'s adminisrative team.*  All reports, invoices and other
material's prepared pursuant to the agreements were to be sent to Mr. Y antos.”

Two of the contracts we reviewed were not signed by any party.®

All NCDA’s and ACRRA’s contracts with Mullenholz contained conflict of interes
provisions.’

2 See, eg., NCDA Agreement with Mullenholz dated December 2, 2004, at B. 3. Paul McCarron is also
listed as an Authorized Representative for NCDA for 1999-2002 and in the 2000 ACRRA contract which
\SNas extended by amendment through 2004.

Id.
“1d. aB.4.
°|d.aB.4
® NCDA Agreement with Mullenholz. December 2, 2004. ACRRA Agreement with Mullenholz,
December 3, 2004.
" See e.g. NCDA Agreement with Mullenholz, December 2, 2004 at H(6), ACRRA Agreement with
Mullenholz, December 3, 2004 at H(6).
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Background of ACRRA’s Contract with Jill C. Brown

ACRRA entered into a contract with JIl C. Brown (Brown) in December of 2001. Under
the contract Brown was to provide public relations consulting services as requested by
ACRRA.! Therewas no other explanation of what services Brown was to perform.

The contract commenced on January 1, 2002 and terminated December 31, 20022 The
contract was authorized by ACRRA on December 11, 20013 The contract states an
hourly rate for Brown of $53.00, with a contract maximum of $5,000. The contract
requires Brown to present itemized billing to ACRRA for payment.”

The contract was amended four times extending its terms through 2005.° The maximum
compensation for the amended contract was increased to $115,000, a an hourly rate of
$58.90 per hour.”

As of May 2005, the ACRRA had paid $66,811.26 under the contracts with Brown
keeping ACRRA within the contracted amount.

The contract with Brown did not explain who would assgn her work or whom she was to
report to.

The contract with Brown did not contain specific conflict of interest provisions.

! See ACRRA Agreement with Jill C. Brown, December 11, 2001, at |1.

2 See ACRRA Agreement with Jill C. Brown, December 11, 2001 at |.

3 See ACRRA Agreement with Jill C. Brown, December 11, 2001.

* See ACRRA Agreement with Jill C. Brown, December 11, 2001 at 111.

® See ACRRA Agreement with Jill C. Brown, December 11, 2001 at 1V.

% See ACRRA Amendment No. 1 to the Agreement for with Jill C. Brown, December 6, 2002; ACRRA
Amendment No. 2 to the Agreement for with Jill C. Brown, November 12, 2003; and ACRRA Amendment
No. 4 to the Agreement for with Jill C. Brown, December 3, 2004.

” ACRRA Amendment No. 4 to the Agreement for with Jill C. Brown, December 3, 2004 at § 2. One
amendment authorized an increase in the contract mid-year. See ACRRA Amendment No. 3 to the
Agreement for with Jill C. Brown, October 12, 2004.
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Background on ACRRA'’s Contractswith Best & Flanagan

ACRRA entered into an agreement with Best & Hanagan, LLP (Best & Flanagan) on
January 1, 2005.

The contract included an exhibit listing the following services to be performed by Best &
Hanagan:

Attend hearings and mesdtings with legidators and dae adminidrators.  Times,
dates, people in atendance and a brief recap of each meeting will be recorded and
submitted monthly with the monthly invoice to ACRRA.

Attend staff or other meetings as needed or as requested by the ACRRA or staff.
Times, dates, people, in atendance and a brief recap of each meeting will be
recorded and submitted monthly with amonthly invoice to ACRRA.

Provide legidaiors, legidaive doaff, and adminidration daff with reguested
informetion.

Coordinate with ACRRA the participation and testimony in legiddive hearings or
essentid meetings by ACRRA officids, adminidrators or saff.

Furnish legidative andyds and briefings regading assgned issues and
legidation to the ACRRA Board and other individuals as directed by the ACRRA.
Monitor and track al relevant legidative updates to the ACRRA Board.

Prepare and submit bi-monthly legidative updates to the ACRRA while the
Minnesota Legidature is in sesson.  These updates will be submitted by mail or
emal whilethe Legidatureisin sesson.

Provide a summary on assgned issues and legidation to the ACRRA a the
completion of the Legidative sesson.  This summary will be submitted in a
timely fashion after the Legidature adjourns.

During the interim, legidative activities shdl be coordinated with the ACRRA.
Any activities undertaken on behdf of the ACRRA will be reported on in the
same manner during the Legidative session.*

The contract called for Best & Flanagan to be reimbursed for al work and expenses in a
fixed lump sum of $23,175 for 20052 Payment was to be made in 12 equad installments
pursuant to invoices submitted to ACRRA.3

Asof May 2005, ACRRA had paid $28,798 to Best & Flanagan.

Mr. Tim Yantos is NCDA’s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Administrator.  Under the contract,
Mr. Yantos was the authorized representative of ACRRA and the liaison with Best &
Flanagan.* Mr. Yantos was to instruct Best & Flanagan to perform the various services

1 ACRRA Agreement with Best & Flanagan, January 1, 2005, Exhibit A.
2 ACRRA Agreement with Best & Flanagan, January 1, 2005 at C (1).
3 ACRRA Agreement with Best & Flanagan, January 1, 2005 at D (1).
4 ACRRA Agreement with Best & Flanagan, January 1, 2005 at B (3).
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described in the agreement’ Best & Flanagan was to submit reports on its progress in
completing its work as requested by Mr. Yantos® All notices, requests, demands, and
other communications under the contract were to be sent to Mr. Yantos.”

Although the contract was approved in December 2004 and was set to begin in January
2005, ACRRA was making payments to Best & Flanagan without a contract® It appears
that in 2004, ACRRA paid Best & Flanagan $21,073 without a contract in place.

The copy of the contract provided to this office was not sgned by ether party.

The contract contained a conflict of interest provision.®

> ACRRA Agreement with Best & Flanagan, January 1, 2005 at B (3).

5 ACRRA Agreement with Best & Flanagan, January 1, 2005 at B (4).

" ACRRA Agreement with Best & Flanagan, January 1, 2005 at H (5).

8 The contract provides that the “agreement is entered into as of the 1% day of January, 2005,
notwithstanding the date of the signatures of the parties. . ..” See ACRRA Agreement with Best &
Flanagan, January 1, 2005.

® ACRRA Agreement with Best & Flanagan, January 1, 2005 at H (6).
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Background on ACRRA'’s Contractswith Government & Enterprise Services

ACRRA contracted with Government & Enterprise Services on February 8, 2000.*
Government & Enterprise Services was to provide “professona and consulting services
to the ACRRA, which are necessary to complete the work described [in an attached
exhibit].”? Government & Enterprise Services was to:

Work with the Northstar Corridor Development Authority (“NCDA”), the
Minnesota Depatment of  Trangportation (“Mn/DOT”) and the
Metropolitan Council to assst in communications and the facilitation of
the development of the Northgtar Corridor Commuter Rall Project by the
NCDA and Mn/DOT.3

The chair was authorized to enter into the contract on February 8, 2000 by the ACRRA.*
The contract with Government & Enterprise Services was to end on December 31, 2000.°
However, on December 12, 2000 ACRRA entered into an amendment (Amendment 1) to
the origina contract extending it until December 31, 2001.° Amendment 1 was signed by
ACRRA representatives on January 22, 2001.

Amendment 1 changed the scope of servicesto:

[Government & Enterprise Services] will work with [ACRRA], under the
direction of the Divison Manager of the Anoka County Governmentd
Services Divison or her designee to:

1. Provide heawy involvement with Mebropolitan Council activities
induding monitoring mesting activities of:
a. thefull Metropalitan Council,
b. development of the Transportation Policy Plan; and
c. ral committee and trangportation committees

2. Act asliaison with MnDOT Commissioner and his office;

3. Monitor report on the activities of the newly formed Mgor
Transportation Projects Group; and

4. Provide advice as needed ®

Findly, on December 11, 2001, ACRRA entered into another amendment (amendment 2)
to extend the origind contract to December 31, 2002.° Amendment 2 did not have any
changes in the services by Government & Enterprise Services.

1 ACRRA Agreement with Government & Enterprise Services, February 8, 2000.

2 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at B (1).

3 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at Exhibit A.

4 ACRRA Agreement with Government & Enterprise Services, February 8, 2000.

> ACRRA Agreement with Government & Enterprise Services, February 8, 2000.

& Amendment 1 to ACRRA Agreement with Government & Enterprise Services, December 12, 2000.

7 Amendment 1 to ACRRA Agreement with Government & Enterprise Services, December 12, 2000.
Amendment 1 was signed by Paul McCarron, Chair of ACRRA.

8 Amendment 1 to ACRRA Agreement with Government & Enterprise Services, December 12, 2000 at 2-3.



Exhibit G

The contract called for Government & Enterprise Services to be compensated at $2,500
per month for a contract maximum of $30,000, including expenses. Amendment 1 and 2
raised the compensation to $3,500 per month for a contract maximum of $114,000.%°
Ove the length of the contractss ACRRA pad Government & Enterprise Services
$111,500.

Mr. Tim Yantos is NCDA's Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Administrator.  Under the
contracts, Mr. Yantos was the authorized representative of ACRRA and the liaison with
Government & Enterprise Services!!  Mr. Yantos was to insruct Governmert &
Enterprise Services to perform the various services described in the agreement.!?
Government & Enterprise Services was to submit reports on its progress in completing its
work as requested by Mr. Yantos'® All reports, invoices and other materias prepared
pursuant to the agreement were to be sent to Y antos.*

All ACRRA'’s contract with Government & Enterprise Services contained conflict of
interest provisions'®

® Amendment 2 to ACRRA Agreement with Government & Enterprise Services, December 11, 2001.

10 Amendment 1 to ACRRA Agreement with Government & Enterprise Services, December 12, 2000 at 1-
2, and Amendment 2 to ACRRA Agreement with Government & Enterprise Services, December 11, 2001
a 1-2.

1 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at B (3).

12 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at B (3).

13 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at B (4).

14 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at D (5).

15 ACRRA Agreement with Government & Enterprise Services, February 8, 2000 at 6.
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Background on ACRRA’s Contracts with Gordon O. Voss

We reviewed two separate contracts between ACRRA and Gordon O. Voss (Voss) dating
back to 2000.

ACRRA entered into a consulting agreement with Voss to begin on May 1, 2000 and
continue until modified or canceled! The scope of services for the contract was as
follows

[Voss| shdl perform services for the ACRRA, including work on behdf of
the ACRRA to conault and facilitate the development of a Srategy for
funding and implementing the Northstar Corridor commuter rail project.
Specific tasks shal be defined, scheduled and coordinated on the
ACRRA'’s behdf by Paul McCarron, Chair, or his desdgnee. [Vosg is an
independent contractor and not an employee of the ACRRA. The
workplace shall be the [Voss g office?

ACRRA entered into another contract with Voss to begin on tember 11, 20013 The
contract, by amendment, was in effect until December 21, 2002." The scope of services
for the contracts and amendments remained unchanged.

The origind agreement provided for Voss to be paid a an hourly rate of $85 with
appropriate travel expenses for a maximum of $5,000.° The second contract increased
the contract maximum to $10,000.° Over the life of the contracts, ACRRA paid Voss
$8,648.75.

The contract and its amendments did not contain any provisions relating to who wasto
assgn work, or conflicts of interest.

! Consulting Agreement with VVoss, May 1, 2000.
2 Consulting Agreement with Voss, May 1, 2000.
3 ACRRA Agreement with Voss September 11, 2001.
4 Amendment 1 to ACRRA Agreement with at 1.
® Consulting Agreement with Voss, May 1, 2000.
6 ACRRA Agreement with Voss, September 11, 2001.
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Background on NCDA'’s Contracts with Felhaber, Larson, Fenlon & Vogt P.A.

In May 1999, NCDA entered into a legal services contract with Felhaber, Larson, Fenlon
& Vogt, PA. (Felhaber).! The contract indicates that it was approved by NCDA on May
6, 1999. The term of the contract was from May 14, 1999 to December 31, 2000.3

The duties Felhaber was to provide were described as.

1. Representation of NCDA in negotiations with BNSF.

2. Deveopment and drefting of al necessary agreements with BNSF,

induding bu not limited to an advanced planning and preiminary

enginering  agreement, a condruction and capitd  improvements

agreement and potentidly an operating agreement.

Advise the NCDA on matters relating to railroad law and regulation.

Advise the NCDA on matters relaing to NEPA requirements and the

development of an Environmentd Impact Statement.

5. Advise the NCDA on matters relating to FTA regulations and federd
procurement requirements.

6. Provide lega services as requested by the NCDA and its authorized
representatives.*

s w

Felhaber was to receive $195 per hour for al work and services provided.> NCDA was
dso required to pay Fehaber's expenses including; facamile transmissons long-
distance phone tolls, mileage, parking, meds and travel costs® The amount paid to
Felhaber was not to exceed $50,000.” On December 9, 1999, NCDA amended the
contract to increase the maximum compensation to $80,000.2

Over the life of the contracts and the amendment, NCDA paid Felhaber $6,651.59 for
services under the contract.’

Mr. Tim Yantos is NCDA's Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminigtrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liaison with
Felahber!® Mr. Yantos was to instruct Felahber to perform the various services
described in the agreement!’  Felahber was to submit reports on its progress in

1 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999.

2 NCDA Agreement for Legal Services with Felhaber, May 6, 1999.

3 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at A.

“ NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at Exhibit A.

> NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at C (1).

5 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 a C (1).

" NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at C (2).

8 NCDA Amendment 1 to the agreement for Legal Services with Felhaber, December 9, 1999 at 1 (2).
® Most of the payments were reimbursed with federal grant fund through Mn/DOT.
10 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at B (4).

11 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at B (4).
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completing its work as requested by Mr. Yantos!?  All reports, invoices and other
materials prepared pursuant to the agreement were to be sent to Y antos.*

The contract contained a conflict of interest provision.**

12 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at B (5).
13 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at B (4&5).
14 NCDA Agreement for Legal Serviceswith Felhaber, May 6, 1999 at H (9), p.8.
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Background on NCDA'’s Contractswith Greene Espel, PLLP

NCDA entered into two contracts with Greene Espd, PLLP (Greene Espd). The
contracts, which extend over different time frames, cdl for smilar services The origind
contract was made on November 6, 2003.1 NCDA approved the contract on November 6,
2003.2 The contract’s term was from November 6, 2003 to March 30, 2004.3 The tem
was later extended to May 15, 2004, by an amendment.* The contract was signed by the
NCDA chair on December 4, 2003.°

Greene Espd was to provide the following services pursuant to the contract:

1. Represent the NCDA in negotiations with BNSF.

2. Deveop and draft al necessary documents relating to the progress of
negotiations.

3. Provide weekly progress reports to the Minnesota Department of
Transportation, as requested by the NCDA's authorized representative
(Tim Yantos).

4. Provide progress reports, as requested, to the NCDA, its Executive
Committee and other dected officds the Commissoner of
Transportation and the Governor.

5. Provide research and related legal services, as requested by the NCDA or
its authorized representative®

The contract amendment did not contain any signatures, however it states that the NCDA
approved the amendment on April 1, 2004.”

Greene Espd was to charge an hourly rate ranging from $115 to $285 depending on who
was providing the services® Greene Esped was dso to be rembursed for third party
duplicating for large proects, travd expenses, courier deliveries to non-dients,
internationa long distance calls and extraordinary electronic research.’ However, the
total fees and expenses were not to exceed $100,000 for this contract.*°

According to the second contract, on March 25, 2004 the NCDA issued a request for
proposal (RFP) for legd services for commuter rall negotiations for the Northsar
Corridor commuter rail project! As a result of the RFP, NCDA entered into the second

1 NCDA Agreement for Legal Services with Greene Espel, November 6, 2003.

2 NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003.

3 NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003.

* NCDA Amendment No. 1 to the Agreement for Legal Services with Greene Espel, April 1, 2004.
> NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003.

5 NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003, Exhibit A.

" NCDA Amendment No. 1 to the Agreement for Legal Services with Greene Espel, April 1, 2004.
8 NCDA Agreement for Legal Services with Greene Espel, November 6, 2003, at C (1).

9 NCDA Agreement for Legal Services with Greene Espel, November 6, 2003, at C (1).

10 NCDA Agreement for Legal Services with Greene Espel, November 6, 2003, at C (2).

11 NCDA Agreement for Legal Services with Greene Espel, May 6, 2004.
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contract with Greene Espd.'?> The term of the new contract was May 15, 2004 to
December 31, 2006."

The contract dlowed Greene Espd to subcontract some of its work to Madon, Ededman,
Borman & Brand, LLP (Madon).** The duties of Greene Espd and Masion were defined
as.

1. Negotiate agreements with the BNSF for find design, the construction
and operation of the Northstar Commuter Rail project, as well as other
related agreements.

2. Deveop and draft al necessary agreements and negotiating
documents.

3. Provide research and other related lega services, as requested by the
NCDA or its authorized representative, including research and legd
sarvices related to ralroad usage rights, congtruction, risk and ligbility
alocation and management and operations.

4. Provide progress reports to the NCDA,, its Executive Committee, and
other dected officids, the Commissoner of Trangportation, the
Minnesota Depatment of Transportation, the Attorney Generd’s
office, and the Governor, as requested.

5. Provide such other lega services as may be requested by the NCDA,
as needed to further the project.

In order to accomplish the scope of work, it is anticipated that the firms
will generdly dlocate responghility for the provison of savices as
described below. The parties acknowledge, however, that this alocation
of responshility may be dtered as negotiations proceed. The following is
not intended to limit the services to be provided.

Greene Espd, PLLP, will assume primary responsibility for the following:

1. Negotiate remaining capital improvements required for Phase | and
Phasell.

2. Negotiate key aspects of the Congtruction and Operating Agreements
and other related documents and agreements.

3. Coordinaeinterna and externa communications regarding the
progress of the negotiaions, including internd negotiations datus
reports, written reports, presentations to the NCDA Boad and
Executive Committee, communications with BNSF  documenting
progress and maintaning momentum, and communications with media
as requested by the NCDA.

12 NCDA Agreement for Legal Services with Greene Espel, May 6, 2004.
13 NCDA Agreement for Legal Serviceswith Greene Espel, May 6, 2004 at A.
14 NCDA Agreement for Legal Services with Greene Espel, May 6, 2004 at Exhibit A.
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Madon, Eddman, Borman & Brand, LLP, will assume primary
responghility for the following:

1. Andyze, sructure and negotiate the financia components of the
project.

2. Anayze, structure and negotiate red estate and facilities acquisitions.

3. Document the set of agreements required for this project.

4. Providelegd expertisein the following aress. red estate law,
congtruction law, environmenta law, insurance law, tax law and
employment law. '

Under this contract Greene Espdl was to charge an hourly rate raging from $165 to $325
depending on who was providing the services!® Greene Espdl was aso to be reimbursed
for direct costs incurred to the extent that they were reasonable and are properly dlocable
to the project, including traved, lodging, long-distance telephone, postage, deliveries,
photographic work.>” However, the total fees and expenses were not to exceed $200,000
for this contract.'®

As of April 2005, Greene Espe collected $228,697.60 under both contracts with
NCDA.*

The contracts between NCDA and Greene Espel called for Mr. Tim Yantos, the Northstar
Project Director and Deputy Anoka County Commissoner, to be the authorized
representative of ACRRA and the liaison with Greene Espd.?® Mr. Yantos was to
instruct Greene Espd to perform the various services described in the agreement?:
Greene Espel was to submit reports on its progress in wmpleting its work as requested by
Mr. Yantos*? All reports, invoices and other materias prepared pursuant to the
agreement were to be sent to Mr. Yantos. %

The contracts contained a conflict of interest provisions®*

15 NCDA Agreement for Legal Serviceswith Greene Espel, May 6, 2004 at Exhibit A.

16 NCDA Agreement for Legal Services with Greene Espel, May 6, 2004 at Exhibit A.

1" NCDA Agreement for Legal Serviceswith Greene Espel, May 6, 2004 at C (1).

18 NCDA Agreement for Legal Serviceswith Greene Espel, May 6, 2004 at C (1).

91t is our understanding that payments made in 2005 have been reimbursed to NCDA with federal grant

funds through Mn/DOT. We have aso been informed that NCDA will be seeking reimbursement, through
rant funds of payments made in 2003 and 2004.
% Seee.g., NCDA Agreement for Legal Services with Greene Espel, November 6, 2003, at B (4).

21 ee e.g., NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003, at B (4).

22 e e.9., NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003, at B (5).

2 e e.g., NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003, at B (4).

24 ee e.g.. NCDA Agreement for Legal Serviceswith Greene Espel, November 6, 2003, at H (9), p. 7.
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Background on NCDA'’s Contracts with Harkins Cunningham

On May 6, 1999 NCDA contracted with Harkins Cunningham, Attorneys At Law
(Harkins Cunningham) of Washington DC.* The term of the contract was from May 14,
1999 to December 31, 2000. The terms of the contract were extended to December 31,
2001 by a contract amendment.?

Harkins Cunningham was to provide the following services.

1. Representation of NCDA in negotiations with BNSF.

2. Devdopment and drafting of al necessay agreements with BNSF,
induding but not limited to an advanced planning and preiminary
enginesring agreement, a condruction and capitd  improvements
agreement and potentially an operating agreement.

3. Advisethe NCDA on matters rdating to raillroad law and regulation.

4. Advise the NCDA on matters relating to NEPA requirements and the
development of an Environmenta Impact Statement.

5. Advise the NCDA on maters relaing to FTA regulations and federd
procurement requirements.

6. Provide lega services as requested by the NCDA and its authorized
representatives.

Harkins Cunningham was to charge an hourly rate between $25 for legd assstants and
document clerks to $370 for work done by attorney Paul A. Cunningham.* NCDA would
ds remburse Hakins Cunningham for expenses for third party duplicaing for large
projects, travel expenses, courier ddivers to non-dients, internationd long distance cdls
and extraordinary eectronic research.’ The contract maximum for was $50,000° On
December 19, 1999, the contract maximum was increased to $290,000. On November 2,
2000 it was increased again to $540,000.” From 2000 to 2001, NCDA paid $101,253.35
to Harkins Cunningham.®

Mr. Tim Yantos is NCDA’s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminisrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liaison with
Harkins Cunningham. ® Mr. Yantos was to instruct Harkins Cunningham to perform the

1 NCDA Agreement with Harkins Cunningham, May 6, 1999.

2 NCDA Amendment No. 2 to the Agreement with Harkins Cunningham, November 2, 2000. Amendment
No. 2 was signed by the NCDA chair on February 6, 2001.

3 NCDA Agreement with Harkins Cunningham, M ay 6, 1999 at Exhibit A.

* NCDA Agreement with Harkins Cunningham, May 6, 1999 at C (1). The hourly rates were increased to a
range of $40-$410in Amendment No. 2.

> NCDA Agreement with Harkins Cunningham, May 6, 1999 at C (1).

5 NCDA Agreement with Harkins Cunningham, May 6, 1999 at C (2).

" NCDA Amendment No. 1 to the Agreement with Harkins Cunningham, December 9, 1999 at 1, and
NCDA Amendment No. 2 to the Agreement with Harkins Cunningham, November 2, 2000.

8 We were informed that most of the funds paid under this contract were later reimbursed to NCDA with
federal grant funds through Mn/DOT.

® NCDA Agreement with Harkins Cunningham, May 6, 1999 at B (4).
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various services described in the agreement!® Harkins Cunningham was to submit

reports on its progress in completing its work as requested by Mr. Yantos!* All reports,

invoiceelzand other materias prepared pursuant to the agreement were to be sent to
Y antos.

The contract contained a conflict of interest provisions®

10 NCDA Agreement with Harkins Cunningham, May 6, 1999 at B (4).
1 NCDA Agreement with Harkins Cunningham, May 6, 1999 at B (5).
12 NCDA Agreement with Harkins Cunningham, May 6, 1999 at B (4).
13 NCDA Agreement with Harkins Cunningham, May 6, 1999 at H (9), p.8.
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Background on NCDA’s Contract with Robert Kesder

On May 6 1999, NCDA contracted with Robert Kesder, Attorney at Law (Kesder) for
legd services® The contract was signed by the NCDA chair on August 19, 19992 The
term of the contract was from May 14, 1999 to December 31, 2000.3 The contract was
|later extended to December 31, 2001.*

Kesder was to provide the following services.

1. Representation of NCDA in negotiations with BNSF.

2. Development and drafting of al necessary agreements with BNSF,
induding but not limited to an advanced planning and prdiminary
enginesring agreement, a condruction and capitd  improvements
agreement and potentially an operating agreement.

3. Advisethe NCDA on matters rdating to raillroad law and regulation.

4. Advise the NCDA on maiters relaing to NEPA requirements and the
development of an Environmenta Impact Statement.

5. Advise the NCDA on maters relaing to FTA regulations and federd
procurement requirements.

6. Provide lega services as requested by the NCDA and its authorized
representatives.”

Kesder was to be paid a an hourly rate of $250.° NCDA would aso reimburse Kessler
for expenses for facamile transmisson, long-disance phone tolls, mileage, parking,
meds and travel costs’ The contract maximum was $50,000 for the initid contract®
However, the contract maximum was increased to a totd of $65,000 in December of
1999 and then to atotal of $115,000 in November 2000.°

From January 1, 2000 to May 2005, Kesder had been paid $91,273.79 from its contracts
with NCDA.®  However, these payments were made from ACRRA accounts, not
NCDA's.

Mr. Tim Yantos is NCDA’s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminigrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liason with

1 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999.

2 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999.

3 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999.

* NCDA Amendment No. 2 to the Agreement for Legal Serviceswith Kessler, November 2, 2000.

> NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999, at Exhibit A.

® NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at C (1).

" NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at C (1).

8 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at C (2).

® NCDA Amendment No. 1 to the Agreement for Legal Services with Kessler, December 9, 1999, and
NCDA Amendment No. 2 to the Agreement for Legal Serviceswith Kessler, November 2, 2000.

191t is our understanding that the majority of the funds spent under this contract were reimbursed to NCDA
with federal grant funds through Mn/DOT.
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Kesser.! Mr. Yantos was to instruct Kesser to perform the various services described
in the agreement.? Kesder was to submit reports on its progress in completing its work
as requested by Mr. Yantos'® All reports, invoices and other materials prepared pursuant
to the agreement were to be sent to Y antos.**

The contract contained a conflict of interest provision.™

1 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at B (4).
12 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at B (4).
13 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at B (5).
14 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at B (4).
15 NCDA Agreement for Legal Serviceswith Kessler, May 6, 1999 at H (9), p. 7.
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Background on NCDA'’s Contract with Lindquist and Vennum

On September 2, 1999, NCDA contracted with Lindquist and Vennum for legd services
for the performance of land use and environmental services! According to the contract, a
reques for qudifications (RFQ) was issued in July 1999, Lindquig and Vennum
responded and NCDA approved the contract’ The term of the contract was from
September 2, 1999 to February 29, 20002 The contract was eventudly extended to
December 31, 2001.*

Theinitid contract caled for Lindquist and Vennum to provide the following services:

1. Prepae an inventory and description of  dternative  protective
devices/officia controls.

2. Examine and prepare a discusson of datutory authority for the enactment
of the various devices/officid controls and any potentia legd condraints,
limitations or problems regarding implementation.

3. Deveop, with involvement of the advisory committee modd officid
controls (likely amoratorium and atrandt overlay zoning digtrict).

4. Develop enactment process descriptions and modd resolution(s).

5. Presentation regarding land use control implementation documents.®

The contract was later amended to add the following tasks for the year 2000:

1. Generd Environmenta and Land Use Assgance to Executive
Team and Board including:

Review and assst with preparation of letters, reports,
resolutions in  connection with the Northstar Corridor
Project EIS;

Interaction with accessory agency dtaff including Mn/DOT,
Anoka County, MN Environmenta Qudity Boad
regarding environmental review issues,

2. Devdopment of communications for submisson to EQB and
Federd Trangt Adminigration with regad to land acquistion
and/or independent project development for securing necessary
environmental clearances,

3. Work with member cities, towns and counties regarding land
acquisition and development within the Corridor to avoid potentid
adverse impacts on project EIS or subsequent implementation
tasks,

1 NCDA Agreement with Lindquist and Vennum, September 2, 1999.

2 NCDA Agreement with Lindquist and Vennum, September 2, 1999.

3 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at A.

* NCDA Amendment No. 2 to Agreement with Lindquist and Vennum, November 2, 2000. Amendment
No. 2 was approved by NCDA on November 2, 2000 and was signed by NCDA chair on June 7, 2001.

°> NCDA Agreement with Lindquist and Vennum, September 2, 1999 at Exhibit A.
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4. Work with cities and towns within the Corridor in connection with
the development and adoption of daion area moratoriums and
supplementa  land use planning programs, assstance regarding
legd issues rdaing to adminigration of station area moratoriums;

5. Development of trandt overlay zoning ordinance for adoption by
ctes and towns within the Northstar Corridor with particular
reference to station areas; and

6. Provide assstance as requested regarding general lega needs of
the NCDA and the provison of advice regarding the Board's
environmental and land use authority and constraints.®

Lindguist and Vennum was to be compensated a an hourly rate of between $110 for
legal assistant work to $200 for senior atorney work.” The contract maximum was
initialy $10,000 but was then raised to $180,0002 In addition, Lindquist and Vennum
was to be reimbursed for out-of-pocket expenses for direct costs necessary to complete
the work, induding expenses such as facamile transmissons, long-distance phone tolls,
mileage, parking, meds and travel costs® In 2000 and 2001, NCDA paid Lindquist and
Vennum $53,620.51 under the contracts.

Mr. Tim Yantos is NCDA’'s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminigrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liason with
Lindquist and Vennum.!® Mr. Yantos was to instruct Lindquist and Vennum to perform
the various services described in the agreement.!' Lindquist and Vennum was to submit
reports on its progress in completing its work as requested by Mr. Yantos*? All reports,
invoiceslefﬂd other materias prepared pursuant to the agreement were to be sent to Mr.
Y antos.

The contract contained a conflict of interest provision.**

® NCDA Amendment No. 1 to Agreement with Lindquist and Vennum, December 9, 1999.

" NCDA Agreement with Lindquist and Vennum, September 2, 1999 at C (1).

8 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at C (2), and NCDA Amendment No.
1 to Agreement with Lindquist and Vennum, December 9, 1999 at 1, and NCDA Amendment No. 2 to
Agreement with Lindquist and Vennum, June 7, 2001 at 2.

9 NCDA Agreement with Lindquist and VVennum, September 2, 1999 at C (1).

10 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at B (4).

1 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at B (4).

12 NCDA Agreement with Lindquist and Vennum, September 2, 1999zt B (5).

13 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at B (4).

14 NCDA Agreement with Lindquist and Vennum, September 2, 1999 at H (9), p. 8.
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Background on NCDA’s Contract with McCarron and Associates

We reviewed three separate contracts between NCDA and McCaron and Associates
(McCarron) dating back to 2003.

On January 9, 2003, NCDA entered into an agreement with McCarron to provide
professond services relating to the Northstar Corridor Project.t The term of this contract
was from January 1, 2003 to December 31, 2003.2

Under the agreement, McCarron was to provide the following services.

1 Policy and strategic advisory services reating to the development of
the Northstar Corridor commuter rail project.

2. Liaison and communications activities with NCDA member and
potential member units of government.

3. Public outreach.

4, Attend mesetings and provide such other advisory services as may be
requested by the NCDA Chair, Executive Committee or Authorized
Representative®

For McCarron’s work, NCDA was to pay McCarron a retainer of $20,000 in 12 equal
monthly instdlments*  In addition, McCarron was to be reimbursed for his expenses
incurred while performing the services under the contract.”

On December 4, 2003, NCDA entered into a contract with McCarron to assst NCDA in
its funding gods for the Northstar Corridor Project® The contract added “media outreach
adtivities’ to the ligt of duties in the origind contract. © The terms of the contract was
from January 1, 2004 to December 31, 2004.2

McCarron was to be paid a retainer amount of $23,000 over 12 months for this contract.’
McCarron's expenses were covered in the retainer fee.X°

Findly, on December 2, 2004 NCDA entered into an additiond agreement with
McCarron to asist NCDA in achieving its Northstar Corridor Project funding goas!!

1 NCDA Agreement with McCarron, January 9, 2003.

2 NCDA Agreement with McCarron, January 9, 2003 at .

3 NCDA Agreement with McCarron, January 9, 2003 at Exhibit A.

* NCDA Agreement with McCarron, January 9, 2003 at |11 A.

> NCDA Agreement with McCarron, January 9, 2003 at |11 A.

® NCDA Agreement with McCarron, December 4, 2003.

" NCDA Agreement with McCarron, December 4, 2003 at Exhibit A.
8 NCDA Agreement with McCarron, December 4, 2003.

% NCDA Agreement with McCarron, December 4, 2003 at B (2).

10 NCDA Agreement with McCarron, December 4, 2003 at B (2).

1 NCDA Agreement with McCarron, December 2, 2004. NCDA authorized ts Chair to negotiate and
executive an agreement on December 2, 2004.
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The copy of the contract we reviewed was not sgned by either paty. The term of the
agreement was from January 1, 2005 to December 31, 2005.2

McCarron was to provide the following services:

1. Advisor to the NCDA Chairperson on loca and state governmental issues.
2. Media spokesperson for the Authority, meet with media Satewide to
discuss Northstar issues.™®

McCarron was to be paid a retainer amount of $25,000 to be paid over 12 months*
McCarron's expenses were covered in the retainer fee

From 2003 to March 2005, NCDA had paid McCarron $34,239.07 This amount is under
the contract maximums for the M cCarron contracts.

Mr. Tim Yantos is NCDA’s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminigtrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liason with
McCarron.’®  Mr. Yantos was to instruct McCarron to perform the various services
described in the agreement. 7 McCaron was to submit reports on its progress in
completing its work as requested by Mr. Yantos'® All reports, invoices and other
materials prepared pursuant to the agreement were to be sent to Y antos.*®

All three contracts contained a conflict of interest®®

12 NCDA Agreement with McCarron, December 2, 2004.

13 NCDA Agreement with McCarron, December 2, 2004 at Exhibit A.

14 NCDA Agreement with McCarron, December 2, 2004 at B (1).

15 NCDA A greement with McCarron, December 2, 2004 at B (2).

6 NCDA Agreement with Paul McCarron, January 9, 2003 at |l C, and NCDA Agreement with McCarron,
December 4, 2003 at A (3), and NCDA Agreement with McCarron, December 2, 2004 at A (3).

1" NCDA Agreement with Paul McCarron, January 9, 2003 at Il C, and NCDA Agreement with McCarron,
December 4, 2003 at A (4), and NCDA Agreement with McCarron, December 2, 2004 at A (4).

18 NCDA Agreement for Legal Services with McCarron, January 9, 2003 at 11D, and NCDA Agreement
with McCarron, December 2, 2005 at A (4).

19 NCDA Agreement with Paul McCarron, January 9, 2003 at Il C, and NCDA Agreement with McCarron,
December 4, 2003 at A (3), and NCDA Agreement with McCarron, December 2, 2004 at A (3).

20 NCDA Agreement with Paul McCarron, January 9, 2003 at VIII F, and NCDA Agreement with
McCarron, December 4, 2003 at G (6), and NCDA Agreement with McCarron, December 2, 2004 at G (6).
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Background on NCDA'’s Contracts with North Woods Advertising

On November 6, 2003, NCDA contracted with North Woods Advertisng (North Woods)
to perform public information services for the Northstar Project’ According to the
contract, NCDA issued a Request for Proposads (RFP) for public information services?
On November 6, 2003, NCDA selected North Woods as best meeting the needs of NCDA
as st forth in the RFP and based on an evauation of written proposal and ord
interviews®

The teem of the initid contract with North Woods was from November 6, 2003 to
December 31, 2004.* The term was later extended to December 31, 2005.°

Incorporated into the contract was a four page “scope of services’ defining the duties of
North Woods as well as eight pages of budget information for the project® Among the
services North Woods was to provide were:

Northstar Commuter Rail News Updates which included postcards and website
updates;

Northgar Commuter Coach Survey which included the printing, digtribution and
retrieval of questionnaires. In addition to tabulation and reporting of the results;

Public Mesetings with corridor residents and potentia riders, and

Communication and Publicity for/a Public Medtings which included press
relations and flyers, legdl notices, posters, and comment cards.”

NCDA was to pay North Woods in accordance with the budget it prepared for the
project® The contract maximum for the project was $245,285 plus expenses® From
January 1, 2000 to May 2005, NCDA has not made any payments to North Woods.'°

Mr. Tim Yantos is NCDA'’'s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Administrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liaison with
North Woods.*' Mr. Yantos was to instruct North Woods to perform the various services
described in the agreement.?  North Woods was to submit monthly reports summarizing

1 NCDA Agreement for Professional Serviceswith North Woods, November 6, 2003.

2 NCDA Agreement for Professional Services with North Woods, November 6, 2003.

3 NCDA Agreement for Professional Services with North Woods, November 6, 2003.

* NCDA Agreement for Professional Services with North Woods, November 6, 2003, at A.

> NCDA Amendment No. 1 to the North Woods contract, December 2, 2004.

® NCDA Agreement for Professional Services with North Woods, November 6, 2003 at Exhibit A.
" NCDA Agreement for Professional Serviceswith North Woods, November 6, 2003 at Exhibit A
8 NCDA Agreement for Professional Services with North Woods, November 6, 2003 at C (1).

® NCDA Agreement for Professional Serviceswith North Woods, November 6, 2003 at C (1).

19 The contract is al so being monitored by Mn/DOT asit is eligible to receive federal grant funds.
1 NCDA Agreement for Professional Serviceswith North Woods, November 6, 2003 at B (5).

12 NCDA Agreement for Professional Services with North Woods, November 6, 2003 at B (5).
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the progress made on each task listed in the “scope of services” **  All reports, invoices
and other materials prepared pursuant to the agreement were to be sent to Y antos. '

The contract contained a conflict of interest provision.*

13 NCDA Agreement for Professional Services with North Woods, November 6, 2003 at B (2).
14 NCDA Agreement for Professional Services with North Woods, November 6, 2003 at B (5).
15 NCDA Agreement for Professional Serviceswith North Woods, November 6, 2003 at G (9).
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Background on NCDA'’s Contract with Shandwick

We reviewed two separate contracts between NCDA and Shandwick. On May 6, 1999,
NCDA contracted with Shandwick to assst with public information and public
involvement in Mgor Invesment Study and the Environmenta Impact Statement for the
Northstar Corridor.* According to the contract, on February 26, 1999 NCDA issued a
Request for Proposds (RFP) for public involvement and public information services?
Shandwick submitted a response and was selected by NCDA as best meeting the needs
st forth in the RFP.3

The term of the agreement was from May 14, 1999 to December 31, 2000.*

The contract contained the detailed work description from Shandwick’s response to the
RFP. Thework description called for Shandwick to perform the following duties.

Develop a detailed public involvement and public information work plan;
Conduct necessary research needed to develop the work plan;

Implement recommended work plan for public involvement;

Implement recommended work plan for public informetion;

Evduate the impact of the public involvement and public

information activities, on an on-going bas's;

Maintan a record of public comments and public involvement activities
throughout the project;

Prepare a final report documenting the public information drategies used
including public information materids developed, didribution drategies
used, and audiences reached; and

Devdop a recommendation for continued public involvement and public
information in 2001.>

The description of services provided further detall for each of the services mentioned
above. It asoincluded timetables and budgets for each of the tasks it was to perform.®

The contract was later amended to include additiona servicesincluding:

Public information activities;

Public involvement ectivities, and

Other activitiesincluding project management and
recommendations for 2001 work plan.

1 NCDA for Professional Services with Shandwick May 6, 1999. The contract was signed by the NCDA
Chair on October 21, 1999.

2 NCDA Agreement for Professional Services with Shandwick May 6, 1999.

3 NCDA Agreement for Professional Serviceswith Shandwick May 6, 1999.

* NCDA Agreement for Professional Serviceswith Shandwick May 6, 1999.

> NCDA Agreement for Professional Serviceswith Shandwick May 6, 1999 at Exhibit A.

6 NCDA Agreement for Professional Serviceswith Shandwick May 6, 1999 at Exhibit A.

" NCDA Amendment No. 2 to the Agreement for Professional Serviceswith Shandwick June 1, 2000.
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The additiond sarvices were not as detailed as the initid contract.

Shandwick was to be reimbursed a hourly rates raging from $35 for intern work to $250
for work by the charman.® The contract maximum was initialy $200,000 but was later
raised by a contract amendement to $358,128.65.°

On June 18, 2000, NCDA entered into an additional contract with Shandwick. This
contract was for Shandwick to assst with a public information demongtration project for
the N?lrthstar Corridor.X® The term of the contract was from June 18, 2000 to August 31,
2000.

Under the contract, Shandwick was to perform the following media relations activities for
the Northstar Corridor Train Demongtration:

Preplanning activities,

Media Relations activities including drafting press release and on
gte coordingtion; and

Drafting talking points for NCDA spokespeople '

The contract included a breakdown of the costs of each activity.

The contract was to be hilled a the same hourly rate as the other contract between
Shandwick and NCDA. The contract maximum was $15,000.

In 2000, NCDA paid $ 266,192.24 under the contracts.*®

Mr. Tim Yantos is NCDA’'s Executive Director, ACRRA’s Executive Director, the
Northstar Project Director and Deputy Anoka County Adminigtrator.  Under the
contracts, Mr. Yantos was the authorized representative of NCDA and the liason with
Shandwick.'* Mr. Yantos was to instruct Shandwick to perform the various services
described in the agreement.’®  Shandwick was to submit reports on its progress in

8 NCDA Agreement with Shandwick May 6, 1999 at C (1).

® NCDA with Shandwick May 6, 1999 at C (2), and NCDA Amendment No. 1 to the Agreement for with
Shandwick February 3 2000, and NCDA Amendment No. 2 to the Agreement with Shandwick June 1,
2000,

19 NCDA Agreement with Shandwick June 18, 2000.

1 NCDA Agreement with Shandwick June 18, 2000.

12 NCDA Agreement with Shandwick June 18, 2000 at Exhibit A.

13 We were informed that the majority of the funds spent for this contract were reimbursed to NCDA with
federal grant funds through Mn/DOT.

14 NCDA Agreement with Shandwick May 6, 1999 at B (4). NCDA Agreement with Shandwick June 18,
2000 a B (4).

15 NCDA Agreement with Shandwick May 6, 1999 at B (4). NCDA with Shandwick June 18, 2000 at B
4.
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completing its work as requested by Mr. Yantos'® All reports, invoices and other
materials prepared pursuant to the agreement were to be sent to Yantos. **

Both contracts contained conflict of interest provisions.*®

16 NCDA Agreement with Shandwick May 6, 1999 at B (5). NCDA Agreement with Shandwick June 18,
20002 B (5).

17 NCDA Agreement with Shandwick May 6, 1999 at B (4). NCDA Agreement with Shandwick June 18,
2000 2 B (4),

18 NCDA Agreement with Shandwick May 6, 1999 and June 18, 2000 at H (9).



COUNTY OF ANOKA

OFFICE OF COUNTY ADMINISTRATION

GOVERNMENT CENTER
2100 3RD AVENUEe* ANOKA, MINNESOTA 55303-2265
(763) 323-5700

February 6, 2006

Ms. Patricia Anderson
Office of the State Auditor
State of Minnesota

Suite 500

525 Park Street

St. Paul, MN 55103-2139

Dear Ms. Anderson:

On behdf of the Northstar Corridor Development Authority (*NCDA”) and the Anoka County
Regiond Railroad Authority (*ACRRA”), we are writing to offer our response to the draft Northstar
Corridor Project Review (“Report”), prepared by your office and which will be released on February
6, 2006. We have carefully reviewed the Report and have offered detailled comments regarding the
draft to your daff. The purpose of this letter is to formdly respond to the Report's key
recommendetions.

Overdl, we are very pleased that you found that the NCDA’s and ACRRA’s contracts were generaly
sound with adequate monitoring procedures.  We fully undersand that as eected officids, we are
gewards of the public trus and must closdy monitor expenditures of public funds and provison of
sarvices by contractors. Our Boards have determined that the Northstar Rail Project is a critical
public project that will hep in meeting our transportation goas, and we believe that the expenditures
made to date have been made responsibly and have in fact resulted in dgnificant progress over the
last five years.

Our response to your key recommendations is as follows:

1 Recommendation: NCDA and ACRRA should avoid both contracting for the same or
amilar service relating to the Northstar Project. Where possble, NCDA and ACRRA should
have one contract with its contractors and share the results between them.

Response: The NCDA and ACRRA ae two separate legd entitiess Each has the lega
authority to enter into contracts. Each has its own board of eected officids. Benton County
Commissioner Duane Grandy currently chairs the NCDA. Anoka County Commissoner Dan
Erhart currently chairs the ACRRA. While there is some commondlity of interest between the
two boards, it is not complete commondity. In other words, ACRRA has some legidative
interests that are not shared by the NCDA. Separate contracts ensure that the independent
interests of the two boards are represented at the State L egidature and in Congress.

FAX: 763-323-5682 Affirmative Action / Equal Opportunity Employer TDD/TTY: 763-323-5289
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These contracts are consgtent with the practice among organizations that have a common
interest in matters before the legidature or Congress. They enter into ‘retainer” contracts that
do not provide for an hourly fee. When a contractor is attending a hearing of interest to a
number of clients, it is unredidic to divide the time spent between dients on an hourly bass.
It is common, however, to advise dl clients that they were in attendance at the hearing.

We agree that when services are required that are appropriate for an hourly fee based contract,
such a contract basis should be utilized. Full vaue was received from the contracts under
condgderation. We will work to insure that when retainer contracts are used, contractors will
address the unique aspects of their work under the contract in their invoicing.

Recommendation: Where practica, NCDA and ACRRA should clearly define the duties of
its contractors to ensure they are getting the services for which they contracted.

Response: We concur that, when practicable, duties of contractors should be defined as
specificaly as possble; and we will continue to work to be as clear as possble in the drafting
of scopes of work for our contractors. This is particularly important when contractors are
billing by the hour and charged with ddivering a specific work product. However, it is not
dways possble with respect to the contracts to provide information to legidators or
Congressmen 0 that informed decisons can be made. It is difficult to accuraiely gauge, at
the beginning of a year, what direction the State Legidature or the Congress might take.
Consequently, the activities associated with the legdative process must be continuoudy
adjusted to meet the Stuation. If contracts are too specific we would be constantly amending
contracts.  And, as time is of the essence in many cases, the processing time for an
amendment would preclude timely action by contractors.

Recommendation:  For enforceability, adl contracts and amendments should be authorized
and sgned by dl parties before any payments are made.

Response: The ACRRA and the NCDA follow Anoka County’s Financid Policies which
require authorization and signature prior to payments being made. The NCDA and ACRRA
will continue to make every effort to comply with this provison of the Anoka County
Financid Policies.

Recommendations:

= Al rembursement requests for meds should dealy state the specific purpose/topic of the
mesting.

= All recepts for meds should include the full name of the meeting atendees and the entity
they represent.

= A detaled recept should be required before approving payment of procurement card
purchases.

Response:  The Anoka County Financid policies contain a section related to Procurement
Cards (Appendix L), and these policies address the above listed concerns. It is our
respongbility to ensure compliance with our policy. The Divison Manager of Finance and
Centra Services will underteke a new training initigtive for employees so tha Anokas
employees fully understand and comply with the County’ s palicies.
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Thank you for your review and recommendation. If you have any questions, please cdll.

Sincerdy,
Duane Grandy, Chair Dan Erhart, Chair
Northstar Corridor Development Authority Anoka County Regiond Railroad Authority

/sky



