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: Introduction ------_

In 2003, the Shreveport Convention Center Hotel Authority , operating for the benefit of
the City of Shreveport, entered into a Qualified Management Agreement with HRI
Lodging, Inc., engaging HRI to manage and operate the hotel. A Franchise License
Agreement exists between HRI Lodging and Hilton Inns, Inc.; and it allows use of the
Hilton name and access to and benefit of all Hilton branding and marketing. The hotel
opened in June of 2007.

The annual budget and financial reporting for
the Hilton is prepared by HRI and submitted to
the City to be included in the City's Annual
Operating budget as the Convention Center
Hotel Enterprise Fund. Debt Service is paid
by the City.

This report provides the results of the
scheduled performance audit of Shreveport
Convention Center (Hilton) Hotel. The
purpose of this audit was to evaluate the
effect iveness and efficiency of Hotel
operations under the guidelines set forth in the
Management agreement. The objective of this
audit is to determine the following:

Operating under the Hilton®

name, the Convention Center

Hotel is a 313-roomfacility that

offers high-end amenities and

has a lobby bar, three on-site

restaurants, and a Starbucks®

coffee shop.

~ Is HRI Lodging, Inc. in compliance with the Qualified Management Agreement
and the Franchise License Agreement?

~ Does the Hotel have policies and procedures in place to protect the City's
assets?

~ How does the Convention Center Hotel's key operating performance
measurements compare to other Hilton Hotels in the U.S. and other hotel
brands in the Shreveport-Bossier area?
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. Recommendation Evaluation Risk Criteria
-- - - ------ - ----- -- - - - ~--- - ---

The chart be low summarizes the recommendations outlined in the report and our
eva luation of risk for the recommendations. We eva luated the importance of each audit
recommendation by ass igning each a level of risk. The risk levels, as defined in the

chart below, were dete rmined based on the possible results for the entity if the
recomm endation is not implemented. This report contains three find ings with seven
recommendations.

Risk Levels

High Risk

Possibility of fraud, waste,
and abuse of City assets;
Interrupted and/or disrupted
operations; Entity's mission
not being met; Adverse
publicity.

Medium Risk

Possibility of continuing,
significant operating in-
efficiencies and high-level
non-compliance issues.

Low Risk

Possibility of continuing
operating inefficiencies and
some low-level non­
compliance issues.

Recommendations

~ At the close of each calendar year, HRI transfer Net Operating
Profit to the City in order to mitigate Debt Service covered by the
City (Finding: Operating Profit)

~ The City of Shreveport/Convention Center Hotel Authority
consistently monitor Net Operating Profit on an interim basis
(Finding: Operating Profit)

~ Effective immediately, HRI no longer charge additional fees for
services executed under the Management Agreement (Finding:
Purchasing Fees)

~ City Hotel Authority should determine whether or not HRI should
refund the additional fees to either the Hotel Operating Account or
to the City of Shreveport. (Finding : Purchasing Fees)

~ City Hotel Authority review Hotel Fixed Asset purchases no less
than twice per year. (Finding: Purchasing Fees)

~ HRI submit interim accounting at the close of each Accounting
Period (Finding: Monthly Reports and Annual Audit)

~ HRI select an independent certified public accountant to audit
Hotel's financial statements at each year end (Finding: Monthly
Reports and Annua l Audit)

None
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Monthly Reports and Annual Audit

HRI did not submit interim accounting/financial reports to the Hotel Authority in accordance
with the contract. At the commencement of our work accounting reports for the previous
three months had not been received; and on three occasions during the eight months of field
work, we had to initiate HRI submitting accounting reports to City Administration as it
became necessary to complete our work. Accounting reports, as of November 30, 2015,
have been submitted; however, none of the year-end financial statements have been
audited by an independent certified public accountant.

Section 5.1.1
Within twenty (20) days after the close of each Accounting Period, Manager shall deliver an

interim accounting to Owner showing a balance sheet, Gross Revenues, Deductions,
Operating Profit, departmental income statements, and sources and uses of cash.

Section 5.2
An annual audit conducted by a certified public accountant selected by Owner and paid from

Gross Revenues as a Deduction shall be made of the Hotel's financial statements.

Recommendation 6: We recommend HRI submit interim accounting at the close of each
Accounting Period per the guidelines in the Management Agreement.

Recommendation 7: Within thirty (30) days of year-end, HRI should select an independent
external auditor. The Hotel Operating Budget should include the estimated cost of audit
services. Within six (6) months of each year-end, HRI should submit a financial statement
audit report prepared by an independent certified public accountant.

Hotel Management Response: No objection regarding recommendation 6, it should be
noted that the period indicated represents three consecutive months in 2015 during which
the property controller 's position was in transition. Currently all monthly reports have been
forwarded to the City accounting offices and are completely up to date. No other exceptions
have taken place during the duration of the contract. A CPA firm has been retained to review
all required financial statements

City of Shreveport Management Response:

• Recommendation 6: HRI has filled the vacant property Controller's position that was
cause for the 3-month consecutive lapse in financial reporting. HRI has resumed monthly
reporting and shall continue with enforcement from city finance.

• Recommendation 7: A CPA firm has been retained and the Hotel has agreed to perform
an annual independent external audit of the Hotel financials as required by paragraph 5.2
of the agreement. Annual enforcement of the completion of this audit will be provided City
Finance.
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