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'J"arrya R. Jackson, Special Agent 
Anthoi~y Faris, Spsial Agent 
OfBcc: of the Inspset~r Ocneral 
19 iVea F1~gler St., Suite 220 
Mimi ,  FL 33 t 30 

Tt wag n pleaare for Jason. JM, Bill, Migillel and me to meet with you at ,4PX's k l i ~ m i  
sfice an Tuesday, Aug~~st 21, You iolrl us that UkG seeded 8'urBlci inrotmalion xr~d 
APA agreed M get rcxpnses ts OIG qttesEic;mns back ta you 2~3 , ,+on as possible, given lhtt 
OlG !lopes $0 complete its repork by Frid~y, August 24. 

11elie arc rhe qucsfiorra and &PAqs resprznses theretcf: 

1. QUESTION, How did APA arrive at ~IIG 23% r~iirexaeot expernse'? 

,WSWF,R. &PA exnployees are, sad ~ Z ~ V G  bleeaz, ctigible to 1$>8rticipttte in 
the Central Parkiisg System, Inc. Reticmeat Pmgrw~. B~riixg the first six 
yews (approximate) of  she crrmcnf rvfm~gctneak Agai.nel~t (which began 
in 1 996), APA e~~plnyees ivere beaeti~hries asader the E~~plt>lyw-ftiizdad 
retirenwnt plan pmt.k~td ta all etx'1.pLoyees with nnc: year oaf service or wore 
by Central Parking System, bc. 'fie averakl cornpimy mnt~ibuti~rr to thai 
program eyu~led apprrtxirnatelly to 2.5% or mnua1 payroll; %~encc the 2.5'h 
X I  a ,  Appsoxin~txtx:~y five years ago, the cornpai~y went ta a 
401K plstn with Employer mmtching employee crmt&b~%i~ns as desca*i.bed 
in fhc pfm. OTC:I~&.~I, the Empioyer cnsltributim cor~.tritlues kc) be 
r~ppr~xlnz~tcly 2.5% o f  taka1 payro-wTEl, 
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AMSWER, Az;. evidenced by tho neg~ti~t iai l i~ t'r;suIling f~om tila re~eat 
wP in which NsZ. was the highest rir&& prapas~r> ?hi% is an issue or 
coiatract ncgati&ZEo~, Am; na.t@ti q u ~ t i o n  En our r e ~ p a ~ l ~ e  LO rpe8tkan No. X 
above, the over;raiJ camp3kny ooan&ibutiarx to i k  pst>gr~n equab 
appr~ximatc-ly 2,9% of arnttal psyofl. &PA prg.posd, md C ~ C  County 
acseptcd this mctk&ofogy ;rs one that is filly undcy~ta:ursrf. md audirahle. 

3, QUESTION. What happens ra retimm~nt mor-ries cellectcd in crs~ess of 
anat& hag contrib;.&zti%kna? 

I ~ S W E R  TReac montes are nat ta%ckec% an a Z~catios~ by 1oc:etisn basis 
ant1 w~tuld be charactcrk~~d 8s "exp~wc rcir~bumemnts'' arrd are &ppiied 
rtg~inst coftecriorr shcrriagea, in  ather yatxrs or at althrzr Iacntions, 

4, QUESTION, Is i e  APKs inacmre.e;p&tion of the %99G cc3ntract that ex~css 
wU@c.r;tio~a, ova- e x p e n d i t ,  are pmgt? 

ANSWEB Excess calfmtions are not tracked on a Ibsmtion by Inc%tion or 
line item by iina itern basis. In nns~agm~nt  accekrnt arrang~mefltg, like 
L~IC Miami Airport* eestimafas m t ~ t  g~rsretinne;~ hs szlada of mecess.ity clad 
excess coilc~tians arg lumped ixx with ~ollectian shwatlges and czkk~gorized 
w **expmse reimbrrrsamenis'". 

ANSWER. As w&s tsxgJaix~d ia c a ~ ~ s p o ~ d t i i ~ e e  addr~szecl ta AAir-p~~t 
per-sannei in 20&, and as QZG rbpre3r;:nkikfi;ves CBH me Kim flxeir review OF 
Ceatm5 Par'kifrjj Sygt'ern" Workea C o m p ~ n ~ t  policies, 6e11traI 
Pukifzg le;j?s-ternbs Workel3 Compeixs8th~fll ~ P D ~ ~ I S M  ciwries wjth iB a 
$290,OUO per ciiars dedztctiblt;. The Employer i s  sm~~onsibie 10 xegixit to 
the carrier &IS. expensc;s mlated to each Work Cot~p c;il&im up to a $250,000 
per cE8hil dedu~tible. The rate shown 33-11 the p~ali~iw p r ~ v i d d  $0 
reflects &af dductibIIed APA drres riot pilcEPnrgg to the Airpart the n&r: i t  
pays to thc carrier b-ecdwe APA dam not srrti~ipate goimt;g b a ~ k  ta MDAD 
and calJmti;~ag h r n  the Airport eiwh month, ran a cl~Grn by clnaim beis, the 
monies E l  remits Em each cfaim, 



As witb the i+2tirm1ent: Expettss charge, and rn evidenced by the ?-weart 
contract negotiation% on the propasid DEW a p x r n a ~ t ,  this is a l ~ o  an isgk~e 

of ~01xtri:tct n e g ~ f i ~ h o ~ .  M A  hlly di~closed to the: airpart its ktwt to 
urlEize efic NCC1 1ra~"ratiil rab for p a ~ n g  .i-itf~ad~wts, and the airport 
approved such m~thatiolsgy on a yearly bash when the pmpoeed budget 
w a preze~illed, 4 - 

ANS WEB. It will- be sent u a ~ l ~ r  scpew8te WY 

3. QUESTION, CIIG rqtxa~r~ 8 cupy of the ca;rrmp$de Wark Comp loss run 
for the gmlk y years B~ginriirig 0r:tabe;t. 3,2003; Octcrbm 1, 20M; October 
1 ,  20435. 

ANSWER, Given the rrwd to a$ue at a k e d  udvmcc rcirnbursatlaent 
rate for %re~kelis Ci(;rmp~n~&tioa l;vi1h fix A~TJ;ICIP~, APk b~lieves ttx& @ie 
NCCJ-praxn~igaded rat% fir parking smndmtrs far the state afF3orida ta Cfbe 
the best rnwlrm of a pwpec reia~bwsem~nt, Skrch B prde tminc~i  
reimb~krsament rate will awes be exactly qua1 to fhe fc~tal of 
cxj,e~rditures for premiuarg, b ~ ~ k e r  co~nrsmiasicrn, erxd ciain)$, Snclctding 
claims BaldXing fees a~h.ilatb expended. It may be more* it may be Im,ss. 
Additianally, ws w&s cliswssed, tVark Camp clc'Jms c;au oRen take severaX 
yew5 k be c ~ n c f u d d  M A  datts not a~&cjyzaQ wci~nciIix'~g such 
claims exfpansa for each gxslicy year with tbe Airport -XI# ongoing 
monthly basig several years into the fatus. Aa wss d i ~ ~ ~ s s e d ,  tx?ia~y 
clnirsxs involve 011h;mirrg p&plmte as8 a nlantl~iy scconcilia~on o f  llle 
limnunt cbargea far exmplg, of each 2003 elaim for which m~gaing 
re~nitraraces are bekg nube would bc 11 nwiddy iadee-4, 

Further, as far hick BS Imuay 2006, M A  pra~ded &&GI w d f t e ~  
~Iarificadon fa MDAD on the methodnfogy of its Work Camp prcagam, 
irxcludi-ing t i r ~  high dcb.lectl&l~~ md had mimy subsegugt~t mr=ctings wit11 
armious dcpamed pwsotmel to discus8 a12 i;nsux&xxe~ reXsted rnttttew* 
Given the full ~~ndwsta~~difrg r>f APKs. ptogxm xnetlxc~dology, i t  is 
laot,ew~@Ery %hat eve11 dudt~g the rrn(en4 Stid pro~css, (in which wc 



ur~dmshxnd illat the R R  and dm8 csntrict w e f ~  reviewed by hU3i~'rp 
Risk Mmagnent dq3amenx); no ~estricti~si~ an a high-deductiblc' 
pmgrm was ~slentionsd, In fix& anEy in contract negoii&gens did 
l!&fJm-- For dl%: first tiaxe requrrr;e-- that APA ah~ain Gwt chlXar cctsim 
coverag@ for Work Corng. 

9. QUESTION, B ~ e r f  q c m  the lws rum pregentd to O K  a tbw ~ Q ~ I ~ E I B  3 

&go, OIG ca~lltrlodcx rhat there i s  qp1.a-xiwrardy a 323340439 ovcr prayw~~t 
far %he tkre~ matricr yecilrs w i n g  froxw Octabcr il, 2003 through 
Scptmx~ber 30,20il6. kIaw does APA ~nnstmc tkd difference? 

ANSWER, Respectfu'uEty, the penisiso OF thc qs~eskio&a ia i n c ~ r m r  b~cmse; 
i t  cIoe.s ma a~er.m~t far the Fact claim pewant3 tbr llsc 1hwa list& 
years are m~gtring. FVc~rk Chmp claims raely gel better and oi1cr.t geE 
worse aver time. BPA will canlinus tn rncer. ib abfigarion to compa~%&te 
workem far Work Camp claim, arkd $ u s  aot believe w ycriadic 
roc~i~ciliatiuin. with thtt to be caflml for in Menagenxett't 
Ag~cment. APA would not i~ltcrld to ask .M&%IJ fa'*r more &lads if the 
expease remiG~~ce by the Airposl for Work Con3p ~oxrer~ge far I givez~ 
year a:~a inadaqaate, Such a Befidt wouM ba absorbed by dxe cnmpaay in 
iea '"~L&SBPIS~ r~in~bur-s-enzent*' cdsgary. 

6. QUEST10.N. EIclw did APA arrive at tlre $2SO,O.IIO dductil-xle IcvcE'? 

itYSWER. r b  u ~ e  c m  im;f@os f iwe  is not a11 ~ i ~ l l k a i t d  "n1eiPxe5hol 
dsdoc~bte plans gv~fable md the $250,0QO per claim Bg~are gives M A  an 
in~antiva 1 : ~  innpigment ssrrpbyw saxe9 pra@%ars and giv~s it :In i~zcpj~:ntiva 
ta fo~tcr a 9afe work envimt~a~ent. 

jr* QUESTION, How &c~f;rs it benefit MDAD whea APA chsrgea ibe full 
state rate4 

ANSWER. APA's rnethodulf~gy i~rsujnks &IDAXI from Itre v ~ g a r k  of 
lWA% ~Wo~kers  Compensation loss axpcrlca~e at the airpart or at 811 other 
Cei~tral Parking Incntirsns. The NCCI rate is mx occq3ational [Parkil~g 
Aet;e;nd&nenrm~raswid~ sate far FSotida. &L 7;ff~.a, is  a c ~ ~ ~ ~ a c t ~ a f l y  
neetiat& and mulwdly 1 g M  Ggm for ale airport" saxpwsure, 

Additianally, w discussed in &e negutiatinxls aTtlle recently solicikti now 
agrei;x1re~f, fmm lSllc policy parspa~tivc, &itj method~lag3~ creates rz okrotxg 
in~attvc far tlzc cantmctar .to ~xptxd addigj-o~af lima amd xGgou'r@e$ S:XI 
~ l l k t y  krainiag an& impj@rnmt2;1Z.ian oF~.rrcrgrams that will rnir$ixniz@ &a risk 
of i~jury $0 t l ~  ~mplsryee, APk asumes &at safety of our ~~'tployecs ix 



,~s impodaat to M.DAD as it is to APA, Themhe ,  policies that pro~rwtc 
employee safety also providc a significant benefit: fa kDm. 

1% is irnl~a-t to note Lhai polisles that pmm~le ia strong bsr.ar%er ssnfety 
phiEosopBy resxixsXt in simificmt s~oooetric saving$ to MDAD in 1ang 
run, even whea utilizing %be NCCI mte, blarket w a d i t i o ~ ~ ~  beor this outz 
Por=.exemple, in tha rstmt bid h r  the new e ~ n t m ~ t  :to provide these - - 
set-viws* &PA% pmposd ~ibarker cmgensatiarm reirnb~lsenjm$ was the 
sma;nd I n w ~ t  as a p m ~ n t s ~ e  uf payr0L1 and in T D ~ &  dollas ta its 
t;tmpet4torg, APA's sate af s,(;ia%, of papi1  wsxs sfigi2fly higher t h m  the 
Zd\ve& prtliposad st 5.1 Tad, Th8 other :~WO ~~QPUSEG' worker I C U I X ~ E ~ ~ L ~ ~ O E X  

wintbmsancrsl as e perce~lgge of payraIl \vem 9.24% akxd 8.4496, 
r~spmfh@iy. 

8, QUESTION, Coilid APA provide to OJG pagw 1 8 - 21 o f  nhe BIG 'M"trk 
Camp Audit for the p f i ~ y  year L?~pi rn i~$ Q~t#1~@r 1 1, 2QG31 

ANSWER. Thig will be provided urxdw ~;ep~t-a;te ~ o k ~ e r ~  

I. QUESTIC3N. What is tbc basis for APA"s a~11ua2 Xiability in~msr~~x5:e 
slra~ge ICZ the air par^? 

mSWERc Tfx charge is based L I , ~ M  axe facikipts gpacl: cm~nt a ~ d  am1~1~1 
rweIxzi% wR~c$ c~mkirrtrd, $iv@ mtiBnate aof %he op~sation*~ exposum to 
lintritity claims. It is also bwed upan then cumerit market conclitions. 

2. QUESTION, Who prepgrcs $be tnonthly invoice how Q the atxmrxai: 
c~IcuIated? 

WS;WR% Thc monthly invoice is p rcp~~rd  By the Ctrrtrd Paickirrg 
SYIECP~I Riek M.mngemaart Depameznt and i s  bused spun tbc aniiual 
expmse amount, 2s tssel in t,hc i~ppro~ed budget. 

3. QXESTION. Docs Central Parking Syste~11 use a per space c&lcuia~.ian fix 
other Ffarida '1ocations? 

W E  The liability expense &'st other FlaPida focatkns is, similarIy, 
based zapon spnr;e cawnt wti a~nuaZ revezzue Ggx1res. 

4, QWSTlON, lf gome b,~3/6 ~tlxar tl~an spam r:ouE was used at atfxer 
Flakcia IOQ J i~ns ,  wb y we ~ I ~ C C  f:aunt~ not used? 



QUESTION. L there a way fur M A  ta dctr=aaninh= i& txcttaai G~;-nentl 
L<k;ibifity costs f'or Miami hI:c~.mationaI AirporZ. for the t i ~ e e  pars in 
quastium'? 

- - 
ANSPVER. ,@A does ant track its pa3icular results far s b a t i c ~ n  on a 
par  to YEW basis, whE& wrrdd invaka~e kac~ng ye@ras GP&$~Ms ~ n d  
nssaei~ted G X ~ B S ~ S  as ~ ~ O B C J  cfaians "ripea'' ovcx kl~e ge~erd years i t  caa 
f&r: to d a a i n e  an actual tdal claims !zxpen?nse tor a g i v ~ n  ymr. If JL~G~I 

an inquiry were to he conductad, the calculation would best be doa-tr 
~ppmxin~atcly eight to &a1 years after the a~rf uf each policy year in 
quc5tiss O ~ C E  ail Iinbitity cluirrxa for that year are cIos~d, e;ither tlwu-iag$~ 
su;ttf@mernt o r  the p 8 ~ e l l b  (rf judgment and % l t a k ~ ~ y  &ad zlU smcisrted 
attorney's fees. 

6. QU'mTlON, Wow did M A  tmive at the $354000 dedu~tibte? 

A .  As with kha JY~rkars Compensati~sn quegtiota, ahve, this 
figure ww orrived at Frascd upan t h ~  market pfn~e in which Cmtrixl 
Parking $yster;rr purchases its high dr;ductit>le General f,iahi ti ty policy. 

ANSWER. APA seeb t?o pravidc liability imurm~e k tkxe Airport bas& 
upon market conditiuras, indtwt~dent nf the expwiencr: o f  IIIa~tmi Parking 
System at ot11cr lecatiorss, a$ is wit11 Worker8 Ce~mp&ns;aGo~-r, 

8, QUESTION. "tV1.1at I~appem fa the differ~rtce b d w a n  the anaunt cherged 
8an.d the an~ouat pkt! out by Cerntrai Paking $yst;e~~? 

AMS't\rER, The alnuuilt th& is trot paid oat by C ~ E I I I - ~ ~  in, fuaa axaarplc, the 
year in w h i d  151e exgtmse i% chusgcd, ;%_re held en pay ~1ait3'ts a t h ~ y  are 
P S ~ B ~ R J C ~  in future yeas, 

9, QUESTION, Dues thc ~ox~tmct ~ ~ X Q W  iWDAZ). tu ca11~ct the ~ X G G S S  of the 
m1~2mt c11ar;ldi O.VC~" th%~l?r %mount paid wt'? 

ANSWER. ASS meatianed abava, the agllount ~wnrdly paid otrt far a give11 
y o u  will rzal be howq~ far mmy yeix9, a d  to give bath paTtiie~ B G ~ I ~ ~ ~ T s Q  

of %em~s In c~ma~ction ~4th &e liability ingumnee pmiuw for a given 
year, onw the agreed, budgeted antrwl expeoses are p;airl by MDAD, Ihmt 
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n s  further motnr;iliati@~~s in\frlilvinp either ~jmill;.ncc %ivm MDitkD to &PA 
or Fwm N A  te MDAD are rquimd. .&a referacad above ia reg& to 
the reeirmetkt chsg8 and the work@rrs wmp~xns~ticm mt$ the rkkks 
chargad for Liability Insumce a@ an ie;sr~& sfcon~acl negatiati~i~, AFA 
fully di~~i08ed ib proposed 3+1d ded~tckib1~ ~rnoatnt ts hfimi-Dade 
Gou~xty md MDAD ageed, tlxra~gh apavg l  O$ the yearby brdget, to thc 
pmaium amount r k ~ y  tvotrld mimtrufie. The recent eantract: negotiatiarrs - =. 

on tho pwposcd nmf agrmnmank ftra-ther ~vidarcs: i9ra f2it-A Bxat rkis i,a a 
contr'atua1 issue, 

id3, QIJESTgQN, Why anse ~erlaizrn locst.rions n;i.rm& on a11 ~addarsen~e~~ fbtend 
by OTG in orla sf the GL poiidas'? 

AXCrSMIER" Several ehactsarrds of Csagral Parking System lscatiot~% arc 
cavered viuia certiE'rsattge only, ff'dther 816 or &.IDAD i s  mvnm uPa.ny GL 
s r  Work Contp elaim that sl~nutd Slrave hem covcrd pursuarlt $0 the 
M&xage~mcnt Ag~eern~x~t ssmd hag not beet1 COVES& 811d Elas been referretd 
to MDA4D for paytns~t, pleaase let me knaw- 

1. QWSTION. Maw dam &PA cernputi: itrs managerncr~t fee4 

ANSWER. K~wmtfully, AQA will not. rwpond b this y~~estiorm, A 
bidBer48 metlmdology in arriving at an %tlxonnr to be bid irx any pul~lic 
prmtarexnernt is praTr~3:ld by Florida [saw gas a tmde weirel and is gmprietai-y 
infomiation. As you can irnagne, mce a bidder pubficfy disctosas its 
rnethodobgy, its cotnpetitars cktu 8dj us4 their bidsfing strategy EQ emure 
Bat they prevail in m y  fui~t~tt*e cmnpalitix~c proctiret~~ar;C, Discicfosure af this 
irnfam~titln tvalald put M A  at 8 ~ompetitjve di18d'ita~9t&g@ ill &hire 
competitive snfiei&tt-'Eion~. 

2. QUESTION. Why is dlPA's Sm h r  MIA Jam thitrz its fee far i,rckson 
McmoriaE E"'Sospit& Ft. Laulderdsle Airpart and West Palm Beach A ~ P I ~ C ~ I ~ ?  

AN3 WER See t-esporne to qwasdon Notlt- 1 above, 



As 0x6 i s  &wax-, the expense amc).imts for the above rf@se14h~i items me subjnd to =- 

at~aual revicw by .lm in the budgeting process and ovtcc Phc budg~ted fig~rses nix 
~ g w d ,  Ilkere ir; litele Iatiwd~ far APA to (;ICY bd~k ~ F P  kID$$g to r@que& inc~c&$d frklzchg 
ia tile everit: that M A  uladm8tirnatcrl atxeieipa4s;rt mpmsss. 

Cc: lason Finch 
Migag1 DeGrn~dy 
BilE Perry 
5M Denis 
St~vc McComaick 
Jim Bond 
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Detailed Schedule by Month for CPS' 401K Plan Contributions 
and MDAD Amounts Paid in Excess of Incurred Expenses 

Fiscal Year 2005 
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Central Parking System 
2 S. Biscayne Blvd. 
Suite 200 
Miami, FL 33131 

Phone: 305 372 5151 
Fax: 305 374 8271 
Websitc: parking.com 

Ms. Teresita Wagner 
Manager - Landside Operations 
Miami International Airport 
PO Box 592075 = 

Miami, FL 33159 

Dear Terry: 

I understand that you have inquired into the composition of, and in certain cases the 
calculation, for some of Central Parking System's benefits and other programs. The 
following paragraphs intend to provide clarity to your questions, albeit in an abbreviated 
form. If there exists any doubt or further questions arise please do not hesitate to let m 
know. 

Workers Co.~ensation 
CPS purchases a worker's compensation policy with a per claim deductible of $250,000 
and a third party administrator is used to process and pay filed claims. CPS charges the 
State of Florida manual rate for the position of Parking Attendant (job category 8392), 
which by definition we believe covers our employee pool at the airport. The rate is based 
upon the market, approved by the state for each job classification and encompasses past 
experience for many companies in the industry, not just CPS. As claims are often not 
settled in the fiscal year of their occurrence, it is very difficult to calculate with any real 
accuracy what our claims experience expense has been until years in the fbture. Further, 
we also elect to not penalize our clients if we experience a significant number of costly 
claims in any given year that would increase the cost beyond the manual rate. Therefore, 
we believe assessing the manual rate, which is based upon current industry conditions 
and not a single company, is the fairest and most auditabIe method to our clients for 
calculating workers compensation. 

Liability Insurance 
CPS, like many large companies in and out of the parking industry, sd&im%%~amajm~ 

~ ~ i ? R % 8 1 ~ I $ 3 Q O ; O O O ~    he higher deduct; ble, 
although more risky for CPS, forces us to remain proactive and focused on minimizing 
claims. Our risk management department, for example, issues weekly reports that 
highlight all claims within a city, and problem locations are reviewed by local, regional 
and corporate personnel. Solutions are generated to reduce claims, and given the size and 
geographical presence of CPS, we most likely have already encountered the problem (i.c., 

ATTACHMENT 3 CPC 
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garage design, hiring practices, etc.) in another city. Constant monitoring and a focus on 
safety reward our clients also through lower claims, higher customer satisfaction and 
increased profits. 

We price; our policies far locations an a per space and per market basis, which we believe 
allows us to be more competitive regionally and is a more accurate indicator of actual 
claims history. However, all clients are always free to seek competitive bids fiom 
insurance companies or to purchase the insurance and include CPS on the policy. Our 
very high retention rate of those clients who survey the market confirms that our pricing 
strategy most often represents a discounted rate than what they would typically be 
charged on a stand-alone basis. 

4 

Retirement Proman 
In an effort to recruit and retain a higher quaiity employee in any given market, CPS 
offers in our opinion a highly competitive benefits package, including a 401k retirement 
plan. The Company matches 100% of the first 3% of employee contributions and 50% of 
the following 2%. Once an employee makes a contribution, those hnds belong to the 
employee even if employment with CPS ceases. 

The cost associated with administering this plan is projected at 2.5% of our total payroll 
expense. Given the ever changing number of employees in the Company (23,000 as of 
Sept. 2005), to arrive at an exact percentage af payroll cost based on plan participation 
would certainly increase the plan's cost. While we finnly believe in the benefits of the 
program, we must also control its cost that at the end of the day are reimbursed by the 
client. The amount of additional personnel and/or system upgrades to define on a p a  
payroll period the exact percentage we believe would not benefit the average and in fact 
could increase cost. 

As you know CPS has been affiliated with the Miami International Airport since 1992 
and it is a relationship that we treasure. As businesspeople, we work hard every day to 
retain the trust of our clients, and I will make available any resource necessary to ensure 
to your total satisfaction that the above-referenced items have been filly-explained and 
assessed accurately to the airport. 

If1 can be of any assistance, please do nut hesitate to contact me or Senior Vice President 
Robert Cizek at (405) 525-9014 ext. 5. 

egional Manager 

cc: Monica Beltran 
JM Denis 
Steve McCormick 



AIRPORT PARKING ASSOCIATES 
MANAGEMENT -- LEASING - CONSULTANTS 

Miami International Airport Pwking 
Associates 
P.O. Box 996757 
Miami, FL 33299-6757 
Td: (305) 876-7598 

March 20,2006 
- - 

Rease Respond t o  'Phis Address: 
Mi& International Airport Parking 
Associates 
2401 2le1Avenue S, Ste 200 
Nashville, TN 37212-5300 

- . Writer's Direct Dial: 6 15-850-6227 
Writer's Direct Fay: 6 15-292-4082 

VIA FACSIMILE: (305) 876-72 1'2 
AND U.S. MAIL 

Ms. Teresita Wagner 
Manager - Landside Operations 
Miami International Airport 
Miami Dade Aviation Department 
PO Box 592075 
Miami, FL 33159 

Re: Miami International Airpod 

Dear Ms. Wag17er: 

1. In response t i  your request for copies of the liability policies provided by Central 
Parking System of Florida, Inc. on behalf of Airport Parking Associates ["APA] in 
compliance with the requirements found in the Management Agreement between 
APA and the County concerning the operation of the County's Public Parking 
facilities at the Airport, we are shipping to APA's Miami Airport office a copy of 
such policies for the three policy years, beginning October 1, 2003, 2004 and 
2005. This is a voluminous amount of material and, if we omitted anything, we'll be 
happy to work with the designated Airport representative to make sure the County 
has a complete set of the requested documents. 

2. In response to the County's request for a Spread Sheet showing the coverages 
provided by APA a n d  the annual policy premium for each, here is the price 
breakdown for the policy year that began on the dates indicated: 

ATTACHMENT 4 



Ms. Teresita Wagner 
March 20,2006 

A. Commercial General Liability Insurance $283,1.00 . $1 74,978 $1 50,269 
B. Garage I<eepe~-'s Legal Liability 34,188' 32,730 30,984 
C. Automobile Liability 2,300 2,200 1,800 
D. Fidelity Bond $ 34.729 $ 32.300 $ 27,550 

Providing insurance over and above coverages A, B, and C is an Umbrella I Excess 
Liability policy with a $10 Million limit. All of the Iisteg liability policies include the Airport 
as an Additional Insured. The policy numbers fdr each policy, for each year, are as 
shown on the Certificate of Liability Insurance issued by Willis, the insurance broker for 
Central Parking System of Florida, lnc. and APA (copies attached). 

The CGL policy provides cover to APA and the Airport for property damage and bodily 
injury claims that might be asserted by any of the 2,670,000 [approximate] customers 
that patronize the facility annually. 

The GKLL policy provides coverage in the event of darnage to or theft of the vehicles 
parked in the 8,392 spaces at the facility, for which damage or theft APA or the Airpol-t 
is legally liable. 

The Automobile Liability policy provides insurance for tt7e Airport: and APA for bodily 
injury or property damage claims alleged to arise out of the operation, by APA, of 
auton-rotive vehicles at the facility. 

The Fidelity Bond covers APA and the Airport for loss of funds caused by theft, robbery 
01- mysterious disappearance. This $1 Million lin?it coverage would apply to the $34.3 
Million [approximate] collected and deposited by APA annually on the Airpot-t's behalf. 

3. The policies purchased by APA to provide the coverages required of the Operator 
by the Management Agreement carry substantial deductibles, the responsibility for 
which falls to APA. For example, the first $350,000 of each Commercial General 
Liability claim is paid by APA. In pricing the insurance expense charged to the 
Airport Parking operation, APA must take into accou~~t its exposure for deductible 
payments and, more importantly, it must bring in a price to the Airport that is 
competitive with [and in most cases below] the market price for the required 
coverages. To this end, APA enlists the assistance of its broker [Willis] and'the 
Insurar~ce Department at Central Parking System. 



. . -  

. " Ms. Teresita Wagner 
March 20,2006 
Page 3 

4 In relation to the Airport's request far "L amount charged other locations, APA's 
only operation is the Miami Airport parking facility. Central Parking System of 
Florida, Inc. is not in a position to provide O the Airport the insurance expense 
charged at its other locations because of confidentiality restrictions. - - 

As always, please feel free to contact me if the Airport has further questions or requires 
additional information. 

- - - f 

Sincerely, 
, b.  .+. 

*&.-;7;; qf 

Secretary 

H JAlmir 
Ei~closu re(s) 
cc: JM Denis (Miami) wlenc 

Jason Finch (~ ' iami )  wienc. 
Steve McCormick (Houston Airport) wlenc. 
Robert Cizek (Atlanta) wlenc. 
D o ~ ~ n a  Williams (Corporate) wlenc. 

S:\Corpora1c\Legal\2ABBOTnFL\Miami\Airport\TWagner.Blc.03.20.06.doc 



OFFICE OF THE INSPECTOR GENERAL 

Response Submitted by 
Airport Parking Associates 

. . 
Non-Exclusive Management Agreement Between I 

the Miami-Dude Aviation Department and Airport Parking Associates for the 
Operation of the Public Parking Facilities at Miami International Airport 
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September 13,2007 

Christopher Mazzella r 4  
-3 
2 

Miami Dade County Inspector General -2 

C/3 
19 West Flagler 7-1 -a 
Suite 220 

L 2  
Miami, Florida 33 130 

91 -. -- 
Re: Response to OIG Draft Report of the Non-Inclusive Management 

Agreement Between the Miami Dade County Aviation Department S- 
F- 

and Airport Parking Associates, Inc. - IG07-04 - 

Dear Mr. Mazzella: 

Please be advised that our law firm represents Airport Parking Associates (APA) 
in the above-referenced matter. 

This letter is written in response to the above-referenced Draft Report by the 
Office of the Inspector General (OIG). At the outset, we respectfully indicate our 
significant disagreement with the flawed methodology and analysis utilized therein, and 
the seemingly complete lack of guidance from any source knowledgeable in pension and 
insurance issues. Indeed, it appears that the OIG used fragmentary information to arrive 
at findings unsupported by the data. APA therefore respectfully disputes and vigorously 
disagrees with all of the conclusions drawn by the OIG in its August 30, 2007 Draft 
Report. 

In any retrospective evaluation of contract compliance, a review of the parties' 
conduct in negotiations leading to an agreement, and the management of that agreement 
by the parties, is a compelling indication of whether the respective parties operated in 
conformance with the agreement. The practice of the parties seems to be totally 
disregarded in the OIG's Draft Report. 

Moreover, it is highly troubling to see that the OIG has also failed to do a simple 
market analysis to determine industry standard practices and the competitive nature of the 
reimbursement expenses on the issues analyzed in comparison with those proposed by its 
competitors. For example, had the OIG reviewed the proposals in the recent RFP 
for these services, it would have found that APA proposed the second lowest quote 
(despite having the highest payroll) for Worker's Compensation Insurance, and the 
second lowest Liability Insurance quote among the four (4) competitors. While the 
OIG questions the methodology by which APA calculates these expenses, it made no 
attempt to determine whether such methodology is standard in the industry. A review of 
the 10-K S.E.C. disclosures would have apprised the OIG of the fact that both 
Standard Parking and AMPCO, two (2) of the competitors in the recent RFP utilize 
the same methodology. This simple market analysis conclusively demonstrates that 

Douglas Ent rance  1 
800 Douglas Road, Suite 850, Coral Gables, Florida 33134 P. 305.444.7737 F. 305.443.2616 



APA's methodology was wholly consistent with industry standards, and its quotes were 
extremely competitive. 

The OIG also ignores the significant advantages to MDAD of the methodology 
used by APA (and other companies in the industry) to calculate these expenses. The 
evidence in this regard demonstrates that both MDAD and APA at all times acted in good 
faith and negotiated terms that furthered the County's strong public policy regarding 
worker and passenger safety and efficient management of claims. Indeed, the negotiated 
terms provided certainty with respect to the amount of these expenses borne by MDAD 
as the risk of large losses were transferred to APA, thus creating a strong incentive for 
APA to control these costs by operating in a safe manner for employees and the general 
public. These non-economic, yet significant policy issues, were simply ignored by the 
OIG. Indeed, the OIG seemed to overstep its role as a public watchdog agency by in 
effect implicitly setting its own public policy considerations by which it would negotiate 
an agreement and then evaluating the agreement's effectiveness in meeting its narrow and 
myopic parameters. 

It is important to note that at no time has the OIG made a claim that APA has 
failed to disclose its proposed expense or methodology for arriving at such expenses 
on the scrutinized categories. Indeed, the OIG acknowledges that even as late as 2006, 
APA complied with every information request made by the Miami-Dade Aviation 
Department's (MDAD) Risk Management Division. Certainly, it cannot even be 
inferred that APA would have tried to conceal the methodology by which it arrived 
at these expense numbers, since such methodology is publicly disclosed and 
available through a review of the Central Parking's previous SEC 10-K filings. 

As noted throughout this response, the fact that the OIG has not sought any expert 
advice or opinion in the area of pensions and insurance also severely undermines its 
analysis and conclusions on the scrutinized issues. In contrast, this response includes 
attachments from experts in the insurance and pension fields. These experts have 
independently reviewed APA's methodology and expense calculation, finding them to be 
reasonable and consistent with industry practice. 

The OIG has had over nine (9) months to thoroughly review these issues. It is 
truly hard to understand, based on the time it has invested in its review, why the OIG did 
not engage in any credible market analysis or why it chose not to review the public record 
and filings which establish normal industry practices and methodologies for calculation 
of these expenses. In the ten (10) days that APA has been given to provide a response, 
APA has done its best to provide a comprehensive response divided by issue categories 
for ease of reference. 

Section I will address the negotiations between APA and Miami-Dade County 
(County) through MDAD, as well as the course of conduct of the parties throughout the 
performance of the contract. This analysis clearly evidences multiple annual approvals 
by MDAD of the budgets presented by APA and the rate at which expenses were agreed 
upon. 
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Section I1 will address the three (3) categories of expenses reviewed by the OIG. 
Section 11-A will discuss the issues related to the 401-k Retirement Plan contributions. 
As with the two (2) other issues analyzed below, APA will demonstrate that all proposed 
expenses were fully disclosed and approved by MDAD and the agreed reimbursement 
level of 2.5% (two point five percent) was reasonable and fully supportable. 

In Section 11-B, we will provide our comments regarding the OIG's flawed 
analysis of the Worlcer's Compensation Insurance issue. As the evidence demonstrates, 
the agreed upon expense was directly tied to the State of Florida's published average rate; 
an agreed upon index that, in effect, also served as the agreed metric for costs to MDAD 
that could be incurred through employee claims. Although we cannot speak for MDAD 
it seems evident that MDAD also recognized that this methodology created a strong 
incentive for APA to invest additional resources to promote worker and passenger safety 
in MIA's parking facility. 

Section 11-C will analyze the issues regarding the Garage Liability Insurance. As 
the evidence demonstrates, the speculative analysis of the OIG in this regard, with the 
benefit of hindsight as to what insured risks have actually materialized to date, is clearly 
unsupportable. 

Also in Sections 11-B and 11-C, we review the results of the recent RFP process, as 
well as normal industry practices as disclosed by APA's competitors in their 10-K S.E.C. 
filings, and as verified by experts in the pension and insurance industry. This analysis 
conclusively demonstrates that APA's methodology is the same one utilized bv its 
competitors. Additionally, we will review the proposed expenses quoted in the recent 
open and competitive FWP process for these services, which will demonstrate 
conclusively that APA's expense calculations were competitive. And finally, Section I11 
provides our conclusions and recommendations in regard thereto. 

1. Contractual Terms of the Non-Exclusive Management Agreement Executed 
on or about January 23, 1997 and Conduct of the Parties Throughout The 
Term of Agreement. 

The agreement by which the parties have been governing themselves initially 
called for a term of five (5) years, with an additional five (5) separate terms of one (1) 
year each upon the sole discretion of the County. Under its terms, APA manages the 
multi-level parking structures at MIA, the toll plazas, revenue control devices, entrances 
and exits. As part of its obligations, it faithfully collects and deposits all gross revenue 
on behalf of MDAD and fully accounts for same. In that regard it must be strongly noted 
that throughout the entire decade that APA has managed these facilities, all gross revenue 
has been properly accounted for. Indeed, revenue collection has grown from $26.4 MM 
in 1997 to a projected $42MM in 2007. 

Sections 3.07 and 3.08 of the Agreement relate to the audit rights of the County, 
and the requirement to furnish annual certified statements of all revenues and expenses. 
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APA has maintained all books of accounts and records of gross receipts and reimbursable 
expenses as required by Section 3.09 of the Agreement. These records and the yearly 
audits demonstrate that at all times APA fully disclosed all its gross revenues and 
expenses. 

Section 3.10 related to the Annual Operating Budget sets forth the methodology 
for preparing a budget with proposed expenses, and the methodology for approval. It 
states in pertinent part as follows: 

The Annual Operating Budget is to be prepared in 
accordance with instructions from the Department. Said 
submitted Annual Operating Budget shall be subject to 
approval by the Department, during the annual budget 
hearing held, and shall be used by the Department in 
preparing its annual budget for the year commencing 
October 1st. 

The Annual Operating Budget shall reflect the 
proiections of the Operator as to monthly and annual 
totals for the revenues and expenses for each major 
financial account and line item, each distinct group of 
revenue and expense centers and individual operating 
units including estimated requirements for overtime and 
operational contingencies, equipment acquisitions, and the 
proper distribution of overhead and operator compensation 
to individual centers and units. It shall be presented in a 
monthly format, in total and by operating unit with 
comparisons to the prior year and the current year budget 
and actual. The annual operating budget shall include a 
detailed listing of the recommended staffing for the 
facilities, wage rate and other "employee expenses" 
information. 

The Operator shall submit a written narrative explaining the 
basis and assumptions used in preparing said budget, such 
as, but not limited to, the opening or closing of operating 
units, recommended new services, costs of products and 
labor, airport passenger traffic, and so forth. 

The Operator, in making expenditures hereunder, shall 
not exceed the expenditures percentages and ratios that 
are approved annually in each line item for the 
approved Annual Operating Budget, without the prior 
approval of the Department. In the event that the 
Operator is required to make expenditures in excess of the 
amount included in a monthly increment of the approved 
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annual operating budget, because of emergencies or 
operational necessity, and provided such expenditures are 
reasonable and are otherwise reimbursable hereunder, the 
Operator shall request approval from the Department prior 
to making such expenditures. The Budget may be 
modified during any contract year, at the direction of, 
and through written approval of the Director, or hislher 
Designee. (Emphasis added) 

The above-quoted provision, which was drafted by the County and was followed 
by APA in each contract year, insures that all proposed expenses are fully disclosed and 
subject to approval or rejection by MDAD. Exhibit (I) attached to this letter is a 
composite of documents evidencing approvals of the annual budget in different contract 
years. Exhibit (2) is a composite of the certified statements and audits related to this 
agreement. The terms of the contract itself, and the yearly approvals of the annual budget 
conclusively demonstrate that at all times APA fully disclosed the proposed expenses and 
that they were reviewed and approved by MDAD consistent with the terms of the 
agreement. 

Section 3.1 1 addresses the obligation to provide monthly pro forma budgets 
implementing the approved yearly budget. This section states as follows: 

On the date of each month, the Operator shall submit a 
monthly pro forma budget on a form(s) provided by the 
Department, listing the management fee and all projected 
reimbursable expenses, including types, quantities, and 
estimated costs, required through the end of the following 
month. The Department shall approve or disapprove, 
all or portions of the categories of expenses or 
individual items contained in the monthly budget. Only 
the expenses approved by the Department may be 
reimbursed to the Operator. Changes to the monthly 
budget may be made only through prior written approval of 
the Department. As part of the monthly budget, the 
Operator will include the projected number of 8-hour 
cashier shifts broken down by day, shift and location. 
(Emphasis added) 

This provision, also drafted by the County, provided MDAD with a second 
opportunity to approve or disapprove "all or portions of the categories of expenses or 
individual items contained in the monthly budget". Again, the public records show that 
APA properly disclosed the monthly expenses and they were approved, each time, by 
MDAD. 
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In its Draft Report, the OIG has quoted only one section of the Agreement, Article 
4.02 dealing with reimbursements. The section quoted with emphasis added by the OIG 
states as follows: 

The reimbursable expenses are to be presented in a monthly 
revenuelexpense report, as directed in the Parlting 
Procedures Manual. Reimbursable expenses slzall mean 
nll operating budgeted expenses incurred by the Operator 
in the operation of the facilities, as well as all other 
expenses not provided for in the budget but which are 
specifically approved by the Project Manager, or hidher 
designated representatives, in writing. Inter-company 
communication shall not be included as a reimbursable 
expense. Reimbursable expenses are separate from, and in 
addition to, the monthly management fee. (Emphasis 
supplied by OIG) 

Seemingly, the OIG relies on only this section to conclude that APA overstated its 
expenses related to the 401-k Plan, Worlter's Compensation, and General Liability 
Insurance. However, a fair review of that Section, when read in conjunction with the 
previous sections quoted above regarding the annual and monthly budget, leads to the 
opposite conclusion. Article 4.02 defines reimbursable expenses as "all operating 
budgeted expenses incurred by the Operator in the operation of the facilities". The term 
"budgeted expenses" in that Section refers to the proposed expenses in the annual and 
monthly budget that are specifically approved by MDAD. The phrase "incurred by the 
Operator" refers to such amounts as the Operator was entitled to charge (incur) for goods 
or services actually provided by APA based on the approved budget. The course of 
conduct of the parties is consistent with this interpretation. Therefore, a fair and accurate 
analysis of that Section, and the multiple approvals of the annual and monthly budgets by 
MDAD, demonstrates that APA fully complied with this provision. 

This same Section provides for the right of MDAD's Project Manager to verify 
amounts claimed on the Monthly RevenueIExpense Report, for the right of the 
Department to contest in writing any disputed amount, and to pursue clarification and 
resolution of any disputed items within thirty (30) days of receipt of the written notice of 
the Department. The public records amply demonstrate that the non-questioned expenses 
were both approved in compliance with Section 3.10 and not disputed pursuant to the 
provisions of 4.02 when presented to MDAD for payment, and confirmed in annual 
audits. 

Article 14.01 relates to the insurance required in the performance of the 
Agreement. This includes 14.0 1 (B) "Worker's Compensation Insurance for all 
employees of the Operator and required by Florida Statute 440" and 14.01(C) 
"Comprehensive General Liability in an amount not less than $1,000,000.00 combined 
single limit per occurrence for bodily injury and property damage". The contract 
language is silent as to the rate that will be charged for Worker's Compensation 
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Insurance, and whether the Operator may secure Garage Liability Insurance with a high 
deductible. Significantly, this Section also states in pertinent as follows: 

The County reserves the right in its sole discretion to 
waive the insurance coverage described in Article 
14.01(B), (C), and (D) above, at its expense, but shall not 
be obligated to do so, and in the event that the County 
provides the said coverage, the annual operation budget 
shall be reduced by the sum budgeted by such 
insurance. Nothing herein will release the Operator of 
liability assumed by this agreement. (Emphasis added) 

Section 14 is crucial to any analysis and understanding of the parties' negotiations 
with respect to Worlter's Compensation and General Liability Insurance. Its language 
makes clear that at all times during the term of the contract, the County had the right 
to secure this insurance independently and deduct the proposed expense from the 
Annual Operating Budget. In light of these provisions, the public record conclusively 
demonstrates that APA had a right to propose insurance solutions in this regard and that 
MDAD had the sole discretion to approve APA's proposed expenses or delete those 
from the budget. In that regard, Section 14.07 also provided MDAD with a right to 
examine the original policies of insurance and "to determine the true extent of coverage". 
These records were at all times available to MDAD and the OIG. 

Finally, Article 20 sets forth the dispute resolution mechanisms agreed to by the 
parties in the event that there is a disagreement or dispute regarding compliance with its 
terms by either party. The fact that MDAD has never triggered this provision is also 
compelling evidence of APA's compliance with the terms of the agreement. 

We respectfully submit that it is highly troubling to see that the apparent strategy 
of the OIG is to use its regulatory power to "leverage" an unjust economic settlement of 
what is in fact a non-existent dispute between the actual contracting parties. In that 
regard, the OIG would be well-served by reviewing established precedents that stand for 
the proposition that a government entity may not use it's regulatory or police power to 
leverage its position in a contractual relationship. 

Moreover, the OIG's request that the County impose a retroactive Dispute 
Resolution Provision in the proposed new agreement as a condition of proceeding with 
the award is, in effect, a suggestion by the OIG that the County violate well-established 
Florida law. As confirmed by Assistant County Attorney Hugo Benitez in a public 
hearing, a governmental agency may not impose an additional post-submission 
requirement, applicable only to one proposer, as a condition to proceeding with a contract 
award. These actions by the OIG call into question the legal propriety of the OIG's 
recommendations in this regard. 

11. The Questioned Reimbursed Expenses 
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A. 401-k Retirement Plan Contributions 

As set forth in APA's August 23, 2007 letter to Ms. Tanya Jackson, of the OIG, 
the 2.5 percent monthly retirement expense that was repeatedly disclosed and approved in 
the annual budget process, was an estimate consistent with the overall retirement 
contributions made by APA's partner, Central Parking Corporation, on behalf of all 
employees over the past several years to the company's ERISA qualified 401-k 
Retirement Plan. The methodology utilized to arrive at that figure was fully consistent 
with provisions of Section 3.10 which states that "the annual operating budget shall 
reflect the projections of the Operator as to monthly and annual totals of revenue and 
expenses". (Emphasis added) 

MDAD, as the drafter of the Management Agreement, is assumed to have been 
fully cognizant that certain budgeted projected expenses, would, of necessity, be 
estimates. Depending upon the level of employee participation, in any given year the 
particular expense may ultimately be below or above the agreed upon percentage. By 
approving the retirement expense at a constant figure throughout the contract year, the 
parties, in effect, negotiated a reimbursement for this expense that was easily 
ascertainable, auditable, and which reflected an agreed upon allocation of risk that no 
longer fluctuated based on how many employees participated in any given month. The 
goal of the management agreement was clearly to give MDAD certitude as to thc costs 
involved annually in operating the airport's parking facility. As noted in the preceding 
Section, once the annual budget had been approved, the Operator had no vested right to 
obtain additional reimbursement for any expenditure that would exceed the budgeted 
amount. 

The employer matching contribution data clearly indicates that as APA1s 
retirement plan continues to gain acceptance among APA1s employees, the amount of 
employer matching contributions continue to increase. Looking at the current trends, the 
employer-contributed amount could easily exceed the reimbursable expense sum in future 
years. Under the current contract, APA would be required to absorb such an overage out 
of its fees in the absence of a "totally discretionary" approval by MDAD to cover the 
increased reimbursement amount. Therefore, the evidence shows that both the parties 
understood that they were negotiating and approving a percentage reimbursement figure 
that could have resulted in additional cost for either contracting party. 

Indeed, in this regard we have attached an evaluation by John E. Lucas, J.D., 
C.P.A., C.P.C., a principal of Bryan, Pendleton, Swats and McAllister, L.L.C. Mr. Lucas 
(an attorney, a Certified Public Accountant, and a Certified Pension Consultant) whose 
credentials include over twenty (20) years of experience working with employee benefit 
programs, reviewed Central Parking System's Pension Plan and confirms that the 2.5% 
figure is less than the average retirement cost of 3.1 % for non-union employees based on 
the United States Bureau of Labor Statistics. He also points out that, depending upon the 
level of employee participation, the cost of the program could very well exceed the 
agreed upon 2.5% figure. He states in pertinent part as follows: 
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Currently, Central Parking System sponsors a 401(k) plan 
to provide retirement benefits for its employees. Through 
the 401(k) plan all eligible employees are offered fully 
vested company matching contribution if they make a 
40 1 (k) contributioi~. The match formula provides the 
en~ployee with a match of 100% for the first 3% of 
compensation, plus an additional 50% on the next 2% 
deferred. Therefore, under the plan, if an employee makes 
a 401(k) contribution of 5% of pay, that employee will 
receive a company matching contribution equal to 4% of 
Pay. 

Ultimately, this means that Central Parking System's 
commitment to employee retirement programs may be as 
high as 4% of its payroll. (See Exhibit (3)) 

Finally, the OIG notes that CPS and Jackson Memorial Hospital (JMH) entered 
into the same agreement as the MDAD Agreement, with a reimbursement rate of 2.5 
percent of its total payroll as reimbursement for retirement expenses. Thereafter, JMN 
negotiated a reduction, which reduced it to 1.5 percent of its total salaries. This 
observation fully supports APA's position that it was wholly appropriate in this industry 
to reach agreement on retirement contribution expenses as a set percentage of its payroll. 
Moreover, the fact that JMH negotiated a reduced percentage based on its particular 
history of employee participation proves APA's point that this item was at all times an 
issue of contract negotiation, not an analysis of overpayment. Additionally, even though 
it negotiated a reduction, JMH continued to accept the methodology for calculating 
expenses to be expressed as a set percentage of the total payroll. 

B. Worker's Compensation Insurance 

As noted in the Draft Report, "in each of the annual budgets submitted by CPS to 
MDAD since the first year of the contract, CPS has expensed its Worker's 
Compensation Insurance (WC) premium at the "State Rate" for parking garage 
employees (Class Code 8392). The "State Rate" is the National Council on 
Compensation Insurance (NCCI) computed rate for that class of workers in the State of 
Florida". Therefore, for the last ten (10) years, the public records demonstrate that APA 
proposed, and MDAD accepted, this easily ascertainable and auditable rate as 
reimbursement for this required insurance. The OIG Report also notes that "MDAD was 
aware that CPS was receiving a discount off the State Rate based on a high deductible 
that CPS elected to include in its policy. One MDAD official opined that CPS was 
entitled to that discount based on CPS' assumption of risk". (Emphasis added) 

The Report goes on to describe how CPS received adjustments or discounts to the 
premium cost that it paid for this insurance. This was a result of its negotiating its policy 
on a global basis (including all its facilities), its Experience Premium (claims history) as 
well as it's Loss Reimbursement Plan (a deductible of $250,000). Incredibly, it then 
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goes on to state that "MDAD did not receive the benefit of these premium reductions". 
This statement completely fails to account for the fact that only APA (not MDAD) 
assumed the risk resulting from a high deductible. It fails to explain why MDAD should 
have received a benefit for reduction for such insurance premium if it was not assuming 
any portion of that significant risk. 

Based on data and methodology never disclosed in the OIG Draft Report, the 
OIG states that "based on the information, rates, adjustments and discounts listed in each 
annual policy, the OIG determined that portion of the policy premium allocable to CPS' 
employees working at MIA based on its expensed payroll amounts". The Report is 
devoid of any explanation of this "OIG methodology1' or of its support based on 
normal industry analysis of the cost based on allocation of risk. Moreover, this 
uneducated analysis fails to account for the fact that actual cost of Worlcer Compensation 
claims in any given year cannot be fully determined for several years after the claim is 
accrued and presented. The OIG failed to lalce payments and claims handling expenses 
into account (especially given that this significant factor was emphasized in APA's 
February 26, 2006 letter to the County, as well as the August 21, 2007 meeting with OIG 
representatives and APA's August 23, 2007 letter in response to OIG queries). It also 
failed to recognize that current claims expenses and reserves can grossly underestimate 
ultimate claims exposures which are as recent as 2004-2006. 

APA's proposal to charge these expenses at the "State Rate" and MDAD's 
acceptance thereof created a negotiated agreed amount for MDAD's exposure on this 
category of expense which reflects the significant risk shouldered by APA. This method 
of charging these expenses transfers all of the risk for Worker's Compensation claims 
costs to APA, and creates incentives for APA to minimize these expenses by conducting 
its operations in a safe manner, thereby minimizing health and safety risks to its 
employees. Obviously, the cost of APA's efficient handling of these claims, and its 
emphasis on worker safety are also not factored into this undisclosed analysis. 
Respectfully, this type of unknown, non-industry standard, post-mortem analysis would 
not be accepted by any expert in the field as having any reliability or basis in fact. 

1) OIG Failed To Conduct A Basic Market Analysis To Determine 
Whether APA1s Methodology in Calculating the Worker's 
Compensation Reimbursement Expense Was Consistent With 
Standard Industry Practice And Whether Its Quotes Were 
Competitive, 

Finally, we respectfully submit that instead of utilizing obscure and undisclosed 
methodologies to attempt to support its predetermined conclusions, the OIG should have 
been enlightened by a market-based analysis. After all, the whole premise behind 
competitive solicitation for these services is that the market-based approach usually 
yields proposals that are fairly quoted. Conveniently, the OIG completely ignored the 
response APA provided to the OIG in its August 23, 2003 letter. In said correspondence, 
APA noted that in the recent RFP soliciting proposers to provide these services, APA's 
proposed Worker Compensation reimbursement was the second lowest as a percentage 
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of payroll and in total dollars to its competitors. APA's rate of 5.93% of payroll was 
slightly higher than the lowest proposed at 5.17%. The other two proposers' worker 
compensation reimbursements as a percentage of payroll were 9.24% and 8.44% 
respectively. (See Exhibit (4)) As with the current contract, APA's proposal on the 
Worlcer's Compensation component was calculated using the "State Rate". 

Moreover, we are at  a loss to understand why, in the nine (9) months that the 
OIG invested in reviewing these issues, it made no attempt to ascertain whether the 
methodology APA used in calculating this expense was consistent with industry 
practice. The OIG, in its Draft Report, is critical of the fact that APA carries a $250,000 
deductible on its Worlter Compensation policy, seemingly seeking to imply that there is 
something wrong with this practice. Had the IG contacted other service providers in the 
industry, or simply reviewed the SEC 10-K disclosures of those public companies, it 
would have learned that the practice of carrying a significant deductible is standard 
within the industry. For example, Standard Parking Company's 10-K disclosure' states as 
follows: 

[W]e purchase Worker's Compensation insurance for all 
eligible employees and umbrella/excess liability coverage. 
Under our various liability and Worker's 
Compensation insurance policies, we are obligated to 
reimburse the insurance carrier for the first $250,000 of 
any loss. As a result, we are, in effect, self-insured for 
all claims up to that deductible level ... We believe that 
our insurance coverage is adequate and consistent with 
industry practice ... Because of the size of the operations 
covered and our claims experience, we purchase insurance 
policies at prices that we believe represent a discount to the 
prices that would typically be charged to parking facility 
owners on a stand-alone basis ... Pursuant to our 
management contracts, we charge to such clients an 
allocated portion of our insurance-related costs at rates 
that we believe are competitive. (Emphasis added) 

This is exactly the methodology utilized by APA in the scrutinized 
Agreement. In light of our competitors' statements regarding utilization of this 
methodology in the industry, we cannot understand how the OIG can even imply that 
APA's practices in this regard are in any way irregular. 

AMPCO Systems was another participant in the recent RFP to provide these 
services. Its parent company, ABM, filed the following disclosures in its 10-K filing:2 

[H]istorically, many of our clients have chosen to obtain 
insurance coverage for their risks associated with our 

' See Exhibit (5). 
See Exhibit (6). 
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services, by being named as additional insured under our 
master liability insurance policies. In addition, pursuant 
to our management and service contracts, we charge 
certain clients an allocated portion of our insurance- 
related costs, including Worker's Compensation 
insurance at rates that, because of the scale of our 
operations and claims experience, we believe are 
competitive.. .The company uses an independent actuary to 
evaluate estimate claim cost and liability no less frequently 
than annually to ensure that its self-insurance reserves 
are appropriate. Trend analysis is complex and highly 
subjective. The interpretation of trends requires the 
knowledge of all factors affecting the trends that may or 
may not reflective of adverse developments. (Emphasis 
added) 

Indeed, had the OIG reviewed these public filings and/or sought professional 
advice, it may have better understood that arriving at a competitive quote is "highly 
complex and subjective". We respectfully submit that the results of the recent open 
competitive procurement, and an analysis of standard industry practices, wholly discredit 
the OIG's finding that the expense calculation utilized by APA is in any way excessive or 
irregular. 

C. Garage Liability Insurance 

The methodology utilized by the OIG to speculate that MDAD purportedly 
overpaid APA for Garage Liability Insurance is equally unsupportable utilizing any 
industry standards. Thankfully, at least the OIG acknowledges in its Draft Report that it 
is difficult to arrive at what would be an appropriate amount by which to determine this 
expense. Indeed, the analysis conducted in any risk assessment model varies greatly. 
That is why when one obtains three (3) quotes for insuring the same structure, 
automobile, or other property, one is usually quoted different amounts by all three (3) 
insurers. 

Without any support for its methodology or assumptions, the OIG first analyzes 
the premium charged to CPS by its insurer for its nationwide policy. It then analyzes the 
reimbursed expense for that year and concludes that because it is approximately ten 
(10%) percent of the nationwide policy premium it must be excessive. However, within 
its analysis, it makes no attempt to quantify the additional cost(s) that an insurance 
analysis would allocate for that $350,000.00 per occurrence deductible. Indeed, most of 
the claims expense under the policy is paid by CPS because most claims are less than the 
deductible. 

Apparently struggling to find a methodology that supports the outcome desired by 
the OIG, it then attempts to analyze the premiums paid in comparison with a recent rate 
obtained for a stand alone liability insurance policy for MIA (obtained in March of 2007 
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at MDAD's request). This policy was obtained after APA's request for a quote for the 
airport parking operation was declined by several other carriers and brokers. As the OIG 
is aware, often times an insurance quote for the first year of policy coverage can be 'a  
"low ball" in order to acquire the business; then, the premium is adjusted in subsequent 
years to reflect true market conditions. 

Utilizing the OIG's methodology, assuming one had obtained an automobile 
liability policy from Allstate for the last three years at $3,000.00, and in the fourth year 
obtained a quote from Geico for $2,000.00, would the OIG conclude that Allstate had 
overcharged $1,000.00 a year for its coverage? This example demonstrates the fallacy of 
the OIG's assessment. 

The OIG speculates, by subtracting the current cost of the recent policy from the 
paid reimbursed expense, that MDAD overpaid in excess of $100,000.00 per year for 
Garage Liability Insurance. However, assuming that in each of the last three (3) years, 
APA had experienced just one claim that had exceeded the $350,000.00 deductible, 
would the OIG be asserting that MDAD saved $750,000.00 in potential liability 
insurance? ($1,050,000.00 in self insured payment versus $300,000.00 assumed excess 
overpayment). 

Respectfully, this unenlightened level of analysis is not what the public would 
expect of the OIG. Had the OIG sought expert advice on these issues, it would have 
understood that its analysis had no basis in fact and was clearly unsupportable. Attached 
as Exhibit (7), you will find the opinion of Roger C. Sullivan, Jr., A.I.C., A.R.M., a 
distinguished insurance consultant with over thirty seven 37 years of claims, operational 
management and technical experience as a senior executive in the property and casualty 
insurance industry. Mr. Sullivan, who serves on a multitude of insurance industry 
organizations and committees, has also authored several profiles, monographs, and 
claims reports on industry matters, and has provided expert testimony and appeared on 
televised panel discussions on diverse insurance issues. Mr. Sullivan was aslted to 
review the 2004 through 2006 commercial general liability and garage keeper's legal 
liability issues analyzed in the OIG Draft Report. He states as follows: 

I reviewed the prior three year (2004, 2005 and 2006) 
Commercial General Liability and Garage Keeper's Legal 
Liability claim loss experience, as well as taking into 
account the following risk characteristics; 

Pedestrian and auto traffic volume of five million 
customers a year. 

Gross Revenue of $35,000,000+ per year. 

A parking space count of 8000. 
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Location and litigious jurisdiction of Miami-Dade 
County with the resulting claim of frequency increase 
in average paid severity and increase cost of defending 
litigation. 

In my professional opinion, the average annual premium of 
$21 1,879 for the three year period was reasonable and 
reflective of generally observed industry premium cost. In 
my experience, a risk bearing the aforementioned 
characteristics would have difficulty in finding a broad 
market willing to accept this risk without a substantial 
increase in premium above the current rate. 

In the fourth paragraph of the OIG's discussion of this item, it states that, in its 
opinion, CPS' "explanations" in its February 27th and August 23rd correspondence "do not 
coincide with the insurance documentation reviewed by the OIG". However, the Report 
does not list any specific example whatsoever of such inconsistency. 'The OIG professes 
to find the voluminous documentation provided by CPS, at the request of the OIG, to be 
"perplexing". However, there is no evidence that the OIG sought advice and counsel 
from any insurance expert, that could have easily explained these documents and the 
significant cost factor involved in the $350,000.00 of allocated risk to APA. 

As with Worker's Compensation, the potential total cost of APA's Liability 
Insurance with the airport operation can not be currently known by anyone, given that it 
will likely be several more years before all claims for any of the three (3) policy years are 
presented, settled, or fully litigated. 

1) OIG Failed To Conduct A Basic Market Analysis To Determine 
Whether APA's Methodology in Calculating the Liability Insurance 
Expensewas Consistent With Standard Industry Practice And 
Whether Its Quotes Were Competitive. 

As with Worker's Compensation Insurance, the OIG chooses to ignore the 
market-based approach, and instead, embarks on the above-referenced analysis which has 
no factual or legal support. Had the OIG reviewed the submissions of the four (4) 
proposers in the recent RFP to provide these services, it would have found that 
again, APA proposed the second lowest liability insurance quote using the same 
methodology employed in the current Agreement. The two higher quotes exceeded 
APA's proposed amount by $33,678 and $58,323 respectively. (See Exhibit 4) As 
explained in the previous Section, a review of APA's competitors' practices in regard to 
liability insurance coverage would have informed the OIG that the methodology utilized 
by APA is wholly consistent with standard industry practice. In its Draft Report, the OIG 
states that: 

We recognize that Central Parking Corporation, by electing 
very high deductibles, in essence was self-insured and in 
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turn acted as its own insurance company charging MDAD 
for insurance coverage. 

Further, in its Conclusion and Recommendations Section, it states that: 

Finally, the liability insurance expenditure was simply an 
unsubstantiated premium that CPS imposed on MDAD. 

In essence, without any understanding of standard industry practices, the OIG 
reaches its own conclusion that the model utilized by APA which includes a significant 
deductible, is somehow inappropriate and/or that it has somehow overcharged MDAD 
through use of this methodology. However, because the OIG never conducted any 
analysis whatsoever to determine standard industry practices, its "conclusion" has no 
basis in fact. Indeed, as noted in the Section above, Standard Parking (APA's 
competitor) has disclosed that it also carries a significant deductible ($250,000) and, 
"as a result we (Standard) are, in effect, self-insured for all claims up to that 
deductible level". Moreover, it asserts that "we (Standard) believe that our 
insurance coverage is adequate and consistent with industry practice."3 

We respectfully submit that the overwhelming evidence, easily gleaned from 
public records and public filings, conclusively demonstrates that APA at all times 
followed standard industry practices in calculating this expense. The evidence shows that 
it is standard industry practice for companies in the parking business to allocate a 
premium corresponding to the allocation of self-insured risk. As stated by Standard 
Parking in its 10-K disclosure, "[Wle standard charge to such clients an allocated 
portion of our insurance-related costs at rates that we believe are competitive." This 
analysis wholly discredits the OIG's conclusion that APA overcharged for its liability 
insurance. 

Finally, the OIG's attempt to draw a comparison between JMH and MIA 
operations is very much misplaced given the discrepancy in foot traffic and type of 
exposure associated with JMH, as compared to MIA. For example, MIA's facility 
revenue per space is triple the per space revenue of JMH. This reflects significantly 
increased foot traffic (per space) which translates to a greater exposure (in premium 
expense) per space. 

111. Conclusion 

The OIG has engaged in a review of reimbursed expenses, proposed and agreed 
by the parties through the years, with the benefit of total hindsight. However, when two 
(2) parties sit at a negotiation table and, in good faith, agree on a methodology for 
calculating expenses which are driven by variables beyond their control, they are not able 
to access the proverbial "crystal ball" that would accurately predict outcomes throughout 
the contract period. Therefore, parties negotiate based on factors ltnown to them at the 

' See Exhibit 5.  
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time, and allocate risk in a manner acceptable to both parties. The costs of these 
reimbursable expenses are based on good faith allocations of risk. 

The overriding conclusion drawn by APA after having read the Draft Report is 
that the approach taken by the OIG in this case, varies significantly from that which 
we've seen from other independent governmental agencies. In contrast to an evidence- 
based, empirical, neutral approach taken by auditors, the OIG seems to have reached a 
conclusion at the outset, and then engaged in an undisclosed and unsubstantiated 
methodology with which it seeks to support its predetermined conclusion. Examples of 
the OIG's tendentious methodology are found in the leading questions apparently asked 
of MDAD in connection with Worker's Compensation Insurance (see second paragraph 
of Worker's Compensation discussion) and the undisclosed and "secret" calculations 
made by the OIG in developing its "findings" with reference to Worker's Compensation 
and General Liability Insurance. Perhaps the OIG has consciously refused to disclose its 
methodology, because it knows that it would be easily discredited by any insurance 
expert. 

Moreover, the fact that the OIG has presented no evidence whatsoever that it even 
attempted to ascertain normal industry practices, and whether the expense numbers 
subject to this review were supportable based on a simple competitive market analysis 
evidences that its conclusions are rank speculations with no basis in fact. In contrast, the 
evidence presented in this response includes: 

1.  Public filings by APA's competitors that conclusively prove 
that the methodology utilized by APA to arrive at these 
expense numbers is the same methodology used by its 
competitors and is wholly consistent with standard industry 
practices. 

2. Results of an open and competitive RFP process which 
demonstrates that, using the methodology in question, APA's 
quotes for these expenses were highly competitive. 

3. Independent expert analysis and opinion which proves that 
APA's expense calculations are in-line with standard industry 
practices, and totally supportable based on facts and market 
conditions. 

Respectfully, it borders on reprehensible for the OIG to criticize MDAD or APA 
for entering into an Agreement that, based on the facts as verified above, was made on 
terms that were consistent with normal and accepted industry practices, and verified 
through a competitive market-based methodology. 

MDAD and APA operated for the last ten (10) years 'under a carefully worded 
Management Agreement, which was drafted by attorneys representing the County. In 
drafting and managing this Agreement, it cannot be said that the County was in a position 

MIGUEL DE GRANDY P.A. 
1 f ;  

ATTORNEYS AT LAW 



of competitive disadvantage, or somehow overwhelmed by the resources available to 
APA. Indeed, the County has one of the largest and finest public law offices in the 
country at its disposal. It can draw expertise from its own Risk Management Division, 
and has highly trained staff professionals who routinely negotiate and manage contracts 
of much greater magnitude than the one subjected to this review. For over ten (10) years, 
the parties have worked well under that Contract, providing top level service to parking 
patrons at the airport, while collecting and depositing on behalf of the County well in 
excess of a quarter billion dollars. 

In addition to the multi-layered annual budget review process conducted yearly by 
MDAD, APA's operation was audited annually by an external auditor employed by the 
Department. Those audits took no issue with APA's methodology in meeting its duties 
under the management agreement, including the requirement to provide insurance and the 
reimbursement of retirement expense. 

The OIG's investigation has taken several months and has involved the inspection 
of thousands of pages of documents. Notwithstanding this investment in time and 
energy, the OIG has not arrived at any supportable findings as to the alleged expense 
amount for any of the three (3) items listed above that is documented to be inconsistent 
with the provisions of the Management Agreement. 

APA therefore respectfully and emphatically disagrees with each and every one of 
the OIG's unsubstantiated "findings" and speculative "conclusions" as set forth in the 
August 30'" Draft Report. 

Attachments 

cc: Jim Bond, Airport Parking Associates 
Ben Parrish, Airport Parlting Associates 
George Burgess, County Manager 
Jose Abreu, Aviation Director 
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OFFICE OF THE INSPECTOR GENERAL 

Response Submitted by the 
Miami-Dade Aviation Department 

Non-Exclusive Management Agreement Between 
the Miami-Dude Aviation Department and Airport Parking Associates for the 

Operation of the Public Parking Facilities at Miami International Airport 
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M 1 r n I . m  Memorandum ma 3 
Date: September 13,2007 

To: Christopher Mazzel 

From; Jose Abreu, 

Between the Miami-Dade Aviation Department and Airport Parking 
Associates for the Operation af the Public Parking Facilities at Miami 
International Airport 

The Miami-Dade Aviation Department ("MDAD" or the "Department"), appreciates the time 
and effort expended by the Office of the Inspector General ('OIG") in conducting the above 
investigation, as well as the professionalism of its staff. 

The conclusion of your investigation is the culmination of the concerns about the insurance 
expenditures that were first reported to the OIG by the Department's Risk Management 
Division in August 2006, and discussed in detail with OIG1s staff in October 2006. You will 
also recall that shortly thereafter, 1 asked that the OIG formally investigate the anonymous 
allegations that began in December 2006, and urged the OIG to thoroughly examine 
subsequent accusations. The Department further requested the OIG's suggested 
modifications to the new contract before the investigation was complete, and re-opened 
negotiations to implement €hose modifications, in addition to additional terms and 
conditions to safeguard the Department and Miami-Dade County (the "County"). 

I n  summary, given the Department was the entity which first contacted the OIG and 
identified potential issues with the contract, we are at a loss to understand' the hostile, 
accusatory tone of the OIG's report. The goal should be to  unearth ANY improprieties 
associated with this, or any contract involving the Department, rectify said improprieties, 
and implement measures to ensure such improprieties cannot be repeated. The 
Department has furthered this objective by fully funding the staff and expenses o f  a 
satellite OIG office at MDAD and actively supporting its work. Therefore, in spite of the 
aforementioned tone, we continue to look forward to a partnership with the OIG, whose 
work we consider to be an integral part of the Department's internal control system: 

Contract Manauement 1 k e s  

The Department agrees that the amounts paid for retirement plan matching, workers' 
compensation insurance, and garage liability insurance exceeded the actual cost: incurred by 
the parking management company. The department does not agree that payment of these 
charges was due to "mere accounting mistakes on behalf of MDAD" nor "unwitting reliance 
on CPS' monthly Reimbursable Expense Report." The Department also takes exception to 
the OIG's repeated assertion that these expenditures. should have been verified and 
recomputed monthly. 
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Response to OIG Report 
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In the past, the Department vested a great deal of authority in its contract managers, 
particularly those overseeing management agreements. Although this is no longer the 
practice, the insurance and retirement plan-related decisions made by the Landside Division 
during the term of the current parking management agreement were consistent with 
contract administration practices and the agreement as negotiated over ten (10) years ago. 
The fact.,th.at,,the~e,,ddeecisiip~s may b.e deemed 1es.s. than, p.rudent. today. d.o,es. not .n.e.cessadly ,. , , 

mean they arose from a lack of oversight (as the OIG's report states). This is particularly 
true regarding insurance (especially workersf compensation), which is widely 
misunderstood, 

Pale of the Risk Manauement Division 

The Risk Management Division's function is to advise the Department, as to ( i )  appropriate 
insurance terms in contracts, and (ii) ensure that complying insurance certification is 
maintained for all entities requiring insurance. Risk Management neither conducts detailed 
audits of compliance with the insurance provisions of contracts, nor routinely reassesses 
insurance requirements for existing contracts (absent extenuating circumstances). Instead, 
its focus is t o  protect the County by determining that all entities doing business on aviation 
property are properly insured. MDAD's internal contra1 structure is currentlv organized so 
that Risk Management's involvement is at the inception of a contract. A t  that point it is 
responsible for ensuring that the most advantageous insurance requirements are included 
in the contract document(s), and monitoring compliance with those terms over the life of 
the agreement. This requirement is memorialized in Departmental Standard Operating 
Procedure ("DSOP") Number 07-01, attached hereto. 

Risk Management staff became aware of the issues associated with the insurance 
arrangement in the parking contract in 2006 when Landside asked for help in drafting the 
insurance clauses in the proposed contract. Shortly thereafter they contacted the OIG. The 
Department believes that the staff of Risk Management reacted appropriately and timely by 
immediately contacting the OIG. To imply that another course of action would have been 
preferable or should have been taken is evident: only when viewed from the vantage of 
hindsight. 

Conclusbn and Recommendation 

The Department has made a number of organizational changes in the ten (10) plus years 
since the current parking contract was awarded. The Landside Division no longer manages 
the parking management agreement. Commercial contracts (such as the parking 
management agreement) are now managed by the Commercial Operations Division. This 
arrangement gives primary responsibility for aviation-related functions to operating 
divisions and concentrates business oversight in the Business Retention & Development and 
Finance and Strategy Divisions, Further, contract managers are no longer permitted to 
make decisions of this sort without consulting the relevant intradepartmental experts and 
the County Attorney's Office. 
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The Risk Management Division, as stated above, now reviews the insurance requirements of 
all contracts prior to award and advises as to the suitability of bath coverage and the form 
of the policy. The Finance Division now independently reviews reimbursement packages for 
propriety.. 

G0jn.g. .forward.,., the. ?ep.art:.m.ent ... infends . to  ..,. exercise .the.. audit pro.vislor?. in. the ... ex!sti,ng , . . . .. 
contract, which allows an audit t o  be performed up to three (3) years after the termination 
of the contract, to obtain a more comprehensive picture of its fiscal history, 

The Department also, of its own volition, addressed the OIG's concerns by re-opening 
negotiations on the proposed contract and strengthening insurance and other provisions, 
including prohibiting reimbursement of estimated expenses of any kind. The Department 
will also require that all services and procurement completed by the management company 
must be conducted through a competitive process that entails a minimum of three (3) bids 
unless circumstances justify a lesser number or sole source. 

I n  summary, although the OIG repeatedly asserts that there was no oversight bn the 
parking management agreement, this is simply not proven and not factual. To equate 
oversight of all the operational aspects of the management agreement (which were not 
investigated) with this single issue is overreaching. Nevertheless, the Department believes 
that the control improvements enumerated above will significantly decrease the likelihood 
of similar problems in the future. 

I look forward to reviewing your final report with recommendations as well as APA's 
response before making a recommendation to the County Manager. 
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Departmental Standard Operating Procedure 
Miami-Dade County Aviation Department 
DSOP NO. 07-01 
Effective; June 20,2007 

SUBJECT: MDAD RISK MANAGEMENT .,,-. m .. .. REVIEW .-... ,- ..,,.,... ,- AND . .. APPRQVAL , - , .- ,OF. ALL. . , 

MANAGEMENT AGREEMENTS, LEASES, PERMITS, CONCESSION A~REEME.RTS;~ "' 

PROFESSIONAL SERVICE AGREEMENTS, CONSTRUCTION .CONTRACTS AND. 
PROCUREMENT AGREEMENTS . .  ' 

' .  
. 

PURPOSE AND SCOPE: To establish uniform policy and procedures .for .alf wiitten 
Miami-Dade Aviation Department (MDAD) agreements to be reviewed by MDAD Risk . , 

Management for appropriate insurance language while in the draft stage and again prior 
' 

to being made available to potential contractors. 

1. AUTHORITY: 

DSOP No. 00-01. Departmental Standard. Operating Proc&d~~res , ' . . . 

II. DEFINITIONS: 

A. ,Cantracts - for the purposes of this DSOP, include but are not limited to; 

Purchase Orders and Blanket Agreements (Pas) 
Professional Engagement Agreements (PEAS) - previously PSAs 
Project Specific Services Agreements {PSSAs) - professional 
Agreements 
Concession Agreements 
Permits . . 

Leases 
Bond Agteements 
Construction Contracts 
Management Agreements. 

8. Contract Managers - for the purposes of this DSOP, include. but are not . , ' 

limited to: 

I. Project Managers . . 

2. Property Managers . ,  
3. Program Managers 
4. Individuals authorized by the Aviation Department tb ordk, 

coordinate, or direct the provision of gpnds or s e ~ i c & s  frdm an .. 

entity outside the Aviation Department as .part .of their assighed , 

duties. . .. . , 
. a 

. . 

Ill. POLICY: . . 
. . , ,  . . 

A. It is the policy of the Department that its Contracts cont in ~i&umnce . ' ' 

. requirements to protect the Aviation Department and Miami-Dade C~unty . . 

against lossgs, claims and lawsuits as result of Contractor . . negligence. . . ' 

. . . . . .  
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B. It is the policy of the Department that the insurance language in all naw 
and renewal Cantracts be reviewed for accuracy by MDAD Risk 
Management while in the draft stage and again after any amendments 
are made to ,the contract language prior to being made available to 
potential contractors. 

. ..... . .  ... . . . .- ,  . , . . , , .  
C. MDAD Risk Management $hail review aKd' appi~i@"ei;itleri~~ df'insuwnce""' 

' ' 

prior to execution d the Contract and commencement of Contractor 
operations. 

D. MDAD Risk Management shall have the responsibility of establishing an 
insurance file on Contracts and maintaining and'monitoring the insurance 
throughout the term of the Contract. 

E. MDAD Risk,Managernent will notify the appropriate Division in the event 
of non-compliance with the insurance requirements. 

IV. PROCEDURES FOR INSURANCE CONTRACT LANGUAGE REVIEW AND 
FtNAL CONTRACT APPROVAL 

A. All drafts of new or renewal Contracts must be submitted to MDAD Risk 
Management for review of the insurance language. 

B. The final draft of the Contract document must be submitted again to 
MDAD Risk Management prior to being made available to contractors for 
a final review of insurance language to insure that any recommended 
changes are incorporated in the final document. 

C. The Contract Manager 'shall collect the initial required insurance 
documents before the execution of the Cofitcact andlor commencement of 
operations and submit to MDAD Risk Management for approval. 

D. All Contracts must have the MDAD Risk Management stamp and signed 
approval of insurance before executionlcommencement. of the contract 
and/or before occupancy occurs. 

V. MONITORING AND MAlNTAlNlNG OF INSURANCE AND NON- 
COMPUANCE PROCEDURES 

A. MDAD Risk Management shall establish a file to maintain and monitor the 
insurance for all Contracts until termination of the agreement. 

B. MDAD Risk Management will send reminders to each Cdntractqr in the 
month preceding the insurance expiration with the Department and will 
copy the MDAO Contract Division Manager an the letter.' 

C. If the renewal certificate is not received prior to expiration, a non- 
compliance list will be sent to the responsible Division Director and 
Assistant Aviation Director with a request that MDAD Risk Management 
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be notified within 30 days of the action taken in response to the non- 
complian~e to protect the Aviation Department and Miami-Dade County. 

D. Contract Managers will promptly notify MDAD Risk Management in 
writing when the name on a Contract changes or a new entity assumes a 
Contract. The Contract Manager must obtain new insurance under the 
new name for MDAD Risk Management approval. 

,, .. ... " . . , . . .  " - -.,,. ,, ,, , , ,  , ,  , , 

E. Contract Mana,gers will notify MDAD Risk Management in writing when a 
contract is terminated/expiredlcompleted so that MDAD Risk 
Management can close its file on the respective contract. 

VI. RISK MANAGEMENT REVIEW OF INSURANCE REIMBURSABLE ITEMS 
IN MANAGEMENT AGREEMENTS 

Contract Managers handling Management Agreements which include 
insurance as a reimbursable item will submit all invoices pertaining to 
insurance to Risk Management for approval prior to payment. All requests for 
approval must have complete documentation of expenses attached. 

RRIOGATION: None 

CROSS REFERENCES: 

Date:, 


