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BACKGROUND 
 

On July 16, 2015, at a Gainesville City Commission meeting, the agenda included 
a new recommendation and response matrix related to the “Independent 
Navigant Investigative Review of the Gainesville Regional Utilities.” The original 
report had been presented to the City Commission on April 15, 2015.  The July 
16th meeting ran late and recessed at 11:29 PM, reconvening at 5:40 PM on July 
20, 2015. During that meeting, the City Commission “also requests staff to come 
back with options for a possible forensic audit of the GREC contract.” The 
motion (made by Commissioner Goston) passed 6-1.  
 

OBJECTIVES 

The objectives of this engagement were to determine the following: 

 What were reasonable options to present to the City Commission for 
the contracting of a “forensic audit” related to the GREC contract?  
 

WHAT WE FOUND 
 

 A forensic audit is the process of reviewing a person's or company's 
financial statements to determine if they are accurate and lawful.  

 Without a court order, there were no financial statements or personal 
financial records available likely to contain evidence of unlawful or 
inaccurate information related to the GREC purchase.  

 Other municipalities who have attempted to do a generalized forensic 
type audit often obtain reports similar to the Navigant report.  

 The only specific area identified with claimed indicators (red flags) of 
fraud was regarding the Consent and Agreement.   

 The City Auditor retained Akerman Law, LLP to review the Consent and 
Agreement issues, which had never been thoroughly investigated.  

 Akerman Law, LLP found several terms of the Consent and Agreement 
they determined to be ultra vires, or beyond legal authority. 
 

WHAT WE RECOMMEND 
 

 Do not proceed with a generalized forensic audit related to the biomass 
purchase power agreement process because the City Auditor can find 
no basis to do so. 
 

 Review the attached 62-page letter report (with 292 pages of exhibits) 
related to the Consent and Agreement produced by Akerman Law, LLP. 
Consider the report’s findings, determine if legal responses are 
warranted; and, act as the City Commission desires.     
 

 
 

Options for Consideration of a 
Forensic Audit Biomass Contract 

Evaluation of Proposed GREC Purchase 

 
EXECUTIVE SUMMARY 

May 17, 2017 
 

 
 

Why We Did This 
Engagement 
 

The City Commission 
directed the City Auditor to 
come back with options for 
a forensic audit. This 
engagement is not an audit 
but classified as a Non-
Audit Service – according to 
Government Auditing 
Standards.    
 

Related Facts 
 

 There has been no 
indication that GRU’s or 
the City’s financial 
statements contain 
inaccurate or unlawful 
information. 

 No basis has been 
established to obtain a 
court order. 

 Most of the persons 
publicly discussed in the 
context of a forensic audit 
were GRU former 
employees that have no 
obligation to participate in 
a forensic audit without a 
court order. 

 Other privately held 
contractors, including 
GREC, have no obligation 
to produce their financial 
statements, or their 
employees’ financial 
statements for a forensic 
audit without obtaining a 
court order. 
 
For more information on this or any 
of our reports, please visit: 
www.cityofgainesville.org/cityauditor.asp
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ENGAGEMENT PERSPECTIVE 

 
This engagement by the City Auditor’s Office was not an audit under Government Auditing Standards 
(yellow-book) but is classified as a Non-Audit Service. During this engagement, we held discussions and 
researched information and definitions. We sought out those with any particular knowledge of events 
that would indicate a forensic audit was reasonable. This engagement should not be used as the 
complete basis for a decision. The City Auditor’s role was to assist management and governance in its 
decision making. This engagement should be used as one piece of that decision-making process. 
 

WHAT IS A FORENSIC AUDIT 
 
A forensic audit included in “The Law Dictionary, Featuring Black’s Law Dictionary1” is defined asi:  
 

A forensic audit is the process of reviewing a person's or company's financial 
statements to determine if they are accurate and lawful. Forensic accounting is most 
commonly associated with the IRS and tax audits, but it may also be commissioned by 
private companies to establish a complete view of a single entity's finances. 

 
As to what a forensic audit is used for, the same reference states: 
 

Forensic audits are used wherever an entity's finances present a legal concern. For 
instance, it is used in cases of suspected embezzlement or fraud, to determine tax 
liability, to investigate a spouse during divorce proceedings or to investigate 
allegations of bribery, among other reasons. 

 

CITY AUDITOR’S QUALIFICATIONS 

The City Auditor has the following experience related to forensic audits: 
 

 Certified in Financial Forensics by the AICPA - current 

 Certified Public Accountant – current 

 Certified Fraud Examiner - current 
 
Prior forensic audit work related to frauds and questioned finances at: 
 

 Appropriated funds of the United States Marine Corps 

 Non-appropriated accounts of US Military base activities  

 Appropriated funds from Department of Defense programs 

 Project funds from major US DOD military programs at Space and Naval Warfare Center, 
Charleston, SC 

 Nashville and Davidson County financial statements and accounts 
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 Various corporate financial statements related to contracts with the US Federal Government 

 Not-for-profit organizations working with grants passed through by city/county operations 

 
BACKGROUND 
 
On July 16, 2015, the Gainesville City Commission held a regularly scheduled meeting. Among the items 
on the agenda was a new response matrix from Navigant as a follow-up to the Navigant Investigative 
Review that was delivered to the Commission on April 15, 2015. Due to the discussion running very late, 
the meeting recessed at 11:29 PM until July 20, 2015, at 5:40 PM. When the meeting reconvened, the 
discussion on the biomass contract with GREC was restarted. During the discussion, Commissioner 
Goston recommended that staff (City Auditor) come back with options for a forensic audit. After some 
discussion and public comment, a motion was passed to require the GRU General Manager to move 
forward with the Navigant response matrix and staff (City Auditor) to come back with options for a 
forensic audit.  
 

CITY AUDITOR’S ACTIONS 

In the first few months after the motion was passed, the City Auditor spent many hours auditing the 
GRU invoice process for GREC invoices. That report was issued September 15, 2015, and required much 
follow-up due to the ongoing error of the Construction Cost Adjuster being applied improperly by GREC 
(the cost adjuster is still applied in an inverted manner when compared to the PPA contract (US 
Dollar/Euro in contract but Euro/Dollar used by GREC)2.  

The City Auditor was reminded of the forensic audit tasking at an Audit and Finance Committee meeting 
in January 2016, and began looking at how the engagement might proceed and whose books and 
records might be reviewed. Various forensic audits by other municipalities were reviewed via the 
internet and also researched by talking to other city audit staffs. For those instances where the financial 
records to be targeted were unclear, the resulting report was not significantly different from the 
Navigant Investigative Review of 2015 and the price could be expected to be $250,000 to $500,000 or 
more (the City paid Navigant $334,000 for their 2015 efforts).  

The City Auditor met with attorneys and the GRU GM on January 25, 2016, to discuss options. It was 
decided that the City Auditor should first contact those firms who submitted proposals for the 
Investigative Review performed by Navigant to get their ideas on how they might proceed on a new 
forensic engagement. The City Auditor did reach out to Navigant, Windham Brannon, and EnerVision for 
general discussions but quickly came to the inevitable questions as to the specific scope of work, target 
of the engagement, and how access would be obtained.  

                                                 
2 A later review by Akerman Law, LLP determined that several past GRU employees had many times wrongly agreed with the resulting 
computation figure so that in an arbitration environment where rules of evidence are not used, GREC might prevail, even though “four corners 
of the document” criteria would determine GRU has overpaid GREC approximately $56,000 per month since December 2013.      

 



 

Consideration of a Forensic Audit Biomass Contract - FINAL REPORT  
 

 
 
 
 
4

 

ARBITRATION DEMAND 

On March 10, 2016, GREC filed an arbitration demand against GRU and the City of Gainesville. As per 
Government Auditing Standards, 6.29, an auditor should “avoid interfering with ongoing legal 
proceedings. An auditor should evaluate the impact on the engagement, and if it may be appropriate to 
withdraw from the engagement or defer further work to avoid interfering with the legal proceedings.” 
Since the City Auditor had been unable to determine any particular set of financials (organization or 
person) to audit, the City Auditor chose to wait until the arbitration ended or a cleared path for the 
engagement arose.  

NEGOTIATION WITH GREC FOR PURCHASE 

In late 2016 and early 2017 as the GRU and GREC arbitration proceeded, expectations were that some 
issues would be disposed of by summary judgements that could start arriving soon. Then the City 
Auditor became aware that the GRU GM and the GREC CEO were negotiating to purchase the GREC 
plant with a non-disclosure agreement (the City Auditor was not privy to the non-disclosure agreement 
and was not aware of when it began). The City Auditor eventually concluded that there was a realistic 
chance that GRU and the City of Gainesville would come to terms with GREC to consider purchasing the 
GREC plant. At this point in time, the City Auditor decided to come back to the City Commission with 
what few options there might be for a forensic audit. Knowing that there were no particular financial 
records that the City had access to, there were only limited options.  

CONSENT AND AGREEMENT 

A vocal and concerned citizen informed the City Auditor during this period that he had several instances 
of what he considered indicia (indicators, red-flags) of fraud. The City auditor met with the citizen on 
March 20, 2017. The resulting one-hour and 16-minute interview and a written narrative of 
approximately four pages from the citizen provided a basis for consideration in a forensic environment. 
The primary area of concern was the Consent and Agreement between the City and GREC. The citizen 
mapped out circumstances that he believed could be indicators of fraud. Much of the information was 
related to GRU employees and GREC contractors in 2011.  

Some of the arguments required legal analysis along with research time. Akerman Law, LLP had 
previously been used on two occasions to research elements surrounding the GREC contract (the 
Equitable Adjustment and the Construction Cost Adjuster) and would afford a quicker start to look into 
these issues since other firms might have needed one hundred or more hours to familiarize themselves 
with all of the various documents, organizations, and individuals. The City Auditor first contacted the 
City Attorney to see if she objected to an outside attorney being used (the City Auditor agreed to pay for 
the external work out of current budget by using budget dollars of a temporarily unfilled position). The 
City Attorney had no problem with the request and Akerman Law, LLP was soon retained to investigate 
the particulars around the Consent and Agreement to determine if there were actually indicators of 
fraud or other irregularities that could be used as the basis for a forensic audit.  

The City Auditor has long heard discussions by citizens of the Consent and Agreement and potential 
problems that might be associated with it. However, the document and its related issues were not 
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addressed by the Navigant Investigative Review which did thoroughly address the Power Purchase 
Agreement. Additionally, the Equitable Adjustment for Change of Law (which cost GRU almost an 
additional $10,000 per day for the next 30 years) had also previously been individually investigated by 
Akerman Law, LLP and the City Attorney leaving the Consent and Agreement as the final remaining 
important document that had not been researched and pursued or put to rest.  

AKERMAN LAW, LLP FINDINGS  

Akerman Law, LLP completed the engagement and provided their report to the City Auditor on May 12, 
2017. They reviewed the matters surrounding the instances made by the concerned citizen regarding 
the Consent and Agreement. Akerman Law, LLP produced a 62-page report as well as 292 pages of 
exhibits. The resulting letter report had two primary results with regard to the City Auditor’s task from 
the City Commission.   

1) Akerman Law, LLP found no additional information that would be useful to enable a forensic 
audit to be conducted or contracted for by the City Auditor’s Office. 

2) Akerman Law, LLP did find several outstanding legal issues that are beyond the scope and 
expertise of the City Auditor’s Office and should be referred by the City Auditor to the City 
Commission for consideration and consultation with the City Attorney and/or outside counsel. 

Significant points in the Akerman Law, LLP report: 

 Akerman Law, LLP located no identifiable attempts to conceal documents or commit fraud 
during their limited engagement.  

 Akerman Law, LLP determined that the Consent and Agreement was signed by GREC CEO 
Gordon, GRU GM Hunzinger, and approved as to form and legality by GRU Attorney Manasco3 
on June 30, 2011. 

 Akerman Law, LLP determined that the PPA required GRU’s cooperation for normal consents to 
GREC’s lenders, providing they did not cause one of three things to occur (provision 20.2) 
regarding GRU: change the economic terms of the agreement, materially increase purchaser’s 
(GRU’s) costs, or materially change the risks allocated between the parties.  

  Akerman Law, LLP found three sections (agreements outside the scope of normal consents) of 
the Consent and Agreement that they identified as ultra vires4 (without authority) that violated 
provision 20.2 of the PPA Contract referred to above.  

 Deleting the PPA’s cross-default clause 25.1.2 (intolerable to lenders) 

 Changing the determination method of calculating the fair market value of the plant 
after the 29th year for the purpose of GRU purchasing it from GREC 

 Changing the determination of the initial dependable capacity 

                                                 
3 June 30, 2011, was also Mr. Skip Manasco’s last day as a GRU temp employee. He previously left regular employment on September 1, 2010.  
4 According to the report, there is no statute of limitations on ultra vires acts. 
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 Akerman Law, LLP found one section of the Consent and Agreement that may be an ultra vires 
act.    

 Providing guidance on the method for calculating direct damages due to a default by 
GRU or GREC 

 The City Attorney presented the primary issues (changes to the PPA) to the City Commission on 
January 16, 2014, where it was referred to the Audit and Finance Committee. 

 Akerman Law, LLP determined that given the elapsed time period, there would be multiple 
defenses available to GREC for employment against an ultra vires case. 

 

CONCLUSION  
 

No matters were found reasonable for inclusion in any sort of forensic audit by the City Auditor. The 
matters that were found are legal issues and outside the scope of the City Auditor’s expertise. Any 
interested party should read the attached letter report, review the exhibits, and consult with counsel for 
a full understanding of the issues. The items included above are particular highlights that would need to 
be considered in the full context of the arguments presented in the report. 

AUDIT TEAM 
 

Carlos L. Holt, CPA, CFF, CIA, CGAP, CFE, City Auditor 

Eileen M. Marzak, CPA, CFE, Assistant City Auditor 
 
 

Recommendations to the City Commission Action 

1) Do not proceed with a generalized forensic audit 
related to the biomass purchase process because the 
City Auditor can find no basis to do so. 
 

 

2) Review the attached 62-page letter report (with 292 
pages of exhibits) related to the Consent and 
Agreement produced by Akerman Law, LLP. Consider 
the report’s findings, determine if legal responses are 
warranted; and, act as the City Commission desires.     
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