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To: County Manager 

From: Inspector General 

Date: 

Subject: Update on the OIG's Review Regarding the Proposed Resolution 
Authorizing Execution of a Lease Agreement Between Miami-Dade 
County and Sermar USA, U C ,  to Establish, Maintain and Operate 
Bulk Cement Operation at the Purr ofMiami (Agenda Item 4C, 
CEERC meeting, March 14, 2006) 

On March 14, 2006, the Miami-Dade County Board of County Commissioners' 
(BCC) Community Empowerment & Economic Revitalization Committee (CEERC) 
voted unanimously to approve the forwarding of a proposed 25-year lease agreement 
between Miarni-Dade County and SERMAR USA, LLC (Sermar) to establish, maintain 
and operate a bulk cement operation at the Port of Miami (Port) to the full BCC for its 
review and approval. 

During the CEERC hearing on the proposed 25-year lease, the former Seaport 
Director made several statements regarding the "due diligence" performed by Seaport 
staff with respect to Sermar's proposal and as to what was represented by Sermar. The 
former Seaport Director further stated that staff was satisfied that the proposal, as 
represented by Sermar, would not create an undue burden on operations at the Port. 
However, it was also stated that there were some remaining issues with the other Port 
operators as to roadway access. 

While the proposed lease was unanimously approved by the CEERC, the Office 
of the Inspector General (OIG) had its own questions regarding the substance of the due 
diligence review and the process in which this proposa1 and the resulting negotiations 
manifested. This was especially relevant as a representative from another cement frrm 
expressed that his company had been turned away when attempting to propose a bulk 
cement operation at the Port of Miami. Consequently, the OIG had asked that this item 
be deferred until we completed a thorough review. 

On March 15, 2006, the OZG, by memorandum requested the Seaport to provide 
information regarding the chronology of events resulting in the proposed lease 
agreement and information regarding the due diligence performed by Seaport staff. By 



way of a binder of materials received from the Seaport on March 24, 2006, it was 
readily apparent to the OIG that a due diligence, in the traditional sense, was not 
performed. What was forwarded to the OIG as the Seaport's review of the company 
and its principals was meager and, apparently, not initiated until after receipt of the 
OIG request for information. 

Thereafter, the OIG initiated its own due diligence review of the company and 
its proposal. We advised the Mayor and BCC by memorandum on March 30, 2006 that 
the OIG provided each principal of Sermar with a "Due Diligence Questionnaire" and 
we asked that the BCC postpone any consideration of the proposed lease until the OIG 
had an opportunity to complete a more thorough due diligence review. Under separate 
cover, a Due Diligence Questionnaire comprised of thirty-two (32) questions was sent 
to each of the two Serrnar principals. 

The County Manager issued a memorandum on April 3 ,  2006 to both the 
Seaport Director and the Assistant County Manager over the Seaport. This 
rnemorandum advised them that the County Manager still had some questions that 
remained unanswered and that he concurred with the OIG's request that this item not be 
placed on the BCC's agenda until his concerns were addressed and the OIG had 
completed its due diligence. 

The principals of Serrnar provided their responses to the Due Diligence 
Questionnaire back to the OIG on April 21, 2006. We have reviewed their responses 
and the process through which this project went forward for County approval. In this 
regard, the OIG has interviewed numerous individuals in association with these events. 
We have also visited other bulk cement operations, including a dome storage facility, 
which is the type of facility being proposed here at the Port of Miami. 

Based on our review, we strongly believe that the depth of the due diligence 
undertaken by the Seaport was inadequate. There remain concerns about the 
environmental impacts to the surrounding area and how this cargo operation would 
adversely affect what is already a congested roadway. The OZG also has concerns 
about certain terms of the agreement and the lack of consideration of other potential 
parties offering proposals for utilizing the identified County property. Lastly, other 
OIG concerns emanate from some of the detail gathered from the responses to the 
OIG's questionnaire. These relate to Serrnar's lack of experience in bulk cargo 
shipping and the process and manner in which Serrnar's principals lobbied County staff 
and County officials on the proposed lease agreement. 

These concerns are addressed in further detail in the pages that follow. 
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