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FINANCE COMMITTEE BUDGET HEARING MINUTES
August 20, 2009

Location:  City Council Chamber, City Hall – St. James Building; 117 West Duval Street,
In attendance:  Chairman Stephen Joost, Committee Members Bill Bishop, John Crescimbeni, Johnny Gaffney, Ray Holt, Denise Lee, Don Redman, Jack Webb, Clay Yarborough and Council President Richard Clark
Guests: Council Members Michael Corrigan Warren Jones, Kevin Hyde, Ronnie Fussell, Glorious Johnson
Also:  Peggy Sidman and Steve Rohan – Office of General Counsel; Kirk Sherman, Kim Taylor, Tommy Carter, Tutu Adineran – Council Auditor’s Office; Sharonda Pender - Legislative Services Division; Sherry Hall, Alan Mosley, Adam Hollingsworth – Mayor’s Office; Cheryl Brown – Council Director;  Jeff Cements – City Council Research; Mickey Miller – Chief Financial Officer; Kent Olson – Budget Officer
Meeting Convened:  8:30 a.m.
Chairman Joost announced that committee members will be on the clock today with a 5 minute time limit to keep the work of the committee on schedule. He asked Deputy General Counsel Steve Rohan to repeat his comments from the previous meeting about the proper relationship between the Council’s budgetary authority and the collective bargaining process.  Mr. Rohan reiterated the City Council has a duty to produce a balanced budget and a responsibility to approve collective bargaining agreements after they have been agreed to by the City and the collective bargaining units.  Realizing that the results of the collective bargaining process may not necessarily agree with the budget as adopted, the Council may need to adjust the budget when the bargaining process is complete, or reject the bargained agreement and send the administration and unions back to the bargaining table.
Council Auditor Kirk Sherman reviewed two handouts – a table of where the Special Contingency Fund stood as of the end of the first budget hearing, and a table of the effect of the 3% across the board cut on General Fund GSD departmental budgets.  The departments will be describing how they intend to cover that lapse when they make their departmental presentations.
Mayor’s Office
Page 2 – Auditor’s recommendations #1 and #2 tentatively approved.
1) Increase property appraisal protest fee revenue by $50,000.

2) Defund 2 vacant positions but retain for future use.

Page 5 – Auditor recommends a reduction in the auto allowance from $7,000 to $3,600, eliminating 1 allowance.

Motion – Yarborough moves to eliminate both auto allowances – failed
Motion – Clark moves to delete $42,835.20 for Jaguars football tickets

Motion – Lee moves to amend the Clark amendment to keep the City Council’s skybox and give council members the option to buy the tickets on their own – approved.  
The Clark amendment as amended by the Lee second amendment was tentatively approved.
President Clark stated that he would provide a mechanism to allow council members to reserve the tickets they want and pay for them.
Auditor’s recommendation is tentatively approved as amended by the Clark/Lee amendment.
President Clark moved to delete the following list of City boards and commissions:

· Environmental Protection Board

· Historic Preservation Commission

· Human Rights Commission

· Art in Public Places Commission

· Library Board

· Cultural Services Grant Committee

· Duval Election Advisory Board

· Sports and Entertainment Board

· Fire Museum Board

· Council on Elder Affairs

· Jacksonville Small and Emerging Business (JSEB) Monitoring Board

· TRUE Commission

· Combine the 2 Better Jacksonville Plan oversight committees into 1 body

After considerable discussion the motion was tabled to a future meeting.

President Clark moved to delete the Office of Inspector General from the budget.  The motion was tabled until Mr. Clark could return from the Tourist Development Council meeting which he, as Chair of the Council, needed to convene in another meeting room.
Finance Department
Self-insurance

Page 11 - Auditor’s recommendations #1, 2 and 3 tentatively approved
· 1) Reduce gross premiums for workers’ compensation by $1,409,628 and for general liability by $719,609, totaling $2,129,237.
· 2) Increase transfer from retained earnings by $2,145,902.
· 3) Reduce paid loss for workers’ compensation by 4,237.

Extension of 3% across-the-board reduction to additional subfunds
Motion: Council Member Bishop moved to apply the 3% across-the-board cut adopted for departments in General Fund subfund 011 to all of the other subfunds in the budget. After considerable discussion the motion was clarified to state that the 3% cut would be applied to the overall budgets of all City agencies and all subfunds to the extent possible, recognizing that some particular items and subfunds cannot and should not be subject to a flat across-the-board cut.  The Auditor’s Office and city administration will work together to identify specific items and subfunds that cannot feasibly be subjected to the reduction.
Motion: Council Member Webb moved to limit the expanded application of the 3% across-the-board cut to the Internal Service Funds only (subfunds 511-581) and to defer discussion of extension to the other budget subfunds until a future meeting – approved.

The Bishop motion as amended by the Webb motion was tentatively approved.
Council President Clark having returned, the committee resumed discussion of the Clark motion to delete the budget of the Inspector General’s office.  Inspector General Pam Markham explained the 2-year history of the office and recounted its work in the area of internal audits and performance improvement consulting for City departments.
Motion: Council Member Webb moved to place the budget for the Inspector General’s Office “below the line” and refer the matter to the Rules Committee for study and a recommendation – failed.
The Clark motion to delete the budget of the Inspector General was tentatively approved.

The commission was in recess from 12:10 to 1:07 p.m.

Insured Programs

Group Health Insurance – Mr. Sherman reported that the administration has issued an RFP for a group health insurance provider and is currently reviewing the responses.  The budget includes a 10% increase in group health costs for next year, and the hope is that a new contract can be had within that budget.  The City has looked at the option of self-insurance for employee health care and found that it does not appear to be economically advantageous at this time. Council Member Crescimbeni asked if expansion of the City’s health insurance plan to cover some or all of the independent authorities would result in better rates and was told that the City’s claim experience in recent years has been better than that of the independent authorities, so it would not be to the City’s financial advantage to add those groups to our policy.
General Employee Pension Plan

Page 17 – Auditor’s recommendation #1 to increase Professional Services by $122,500 to correct an accidental omission of pension plan custodial fees – tentatively approved.
Motion:  Council Member Bishop moved to apply the 3% across-the-board cut to the operating budgets of all departments outside of the General Fund - tentatively approved.

In response to a question by Council President Clark about whether the City could administer all three pension plans (including the Police and Fire Pension Fund which now has its own administrative structure), Steve Rohan stated that the City used to administer that plan until it was split into a separate entity by act of the Florida Legislature via a J-bill.  To return the plan to City administration would require a charter amendment repeal the former action and reincorporate the fund administration into the City administration.

Human Rights Commission

Council Member Holt inquired about the commission’s role and the amount of duplication that exists between the work of the City’s commission, the Florida Human Relations Commission, and federal agencies that investigate and enforce allegations of violations of housing discrimination and equal employment opportunity laws.  Charlene Taylor-Hill, Executive Director of the Human Rights Commission, explained that the commission enforces several City ordinances that are not enforceable by state or federal agencies.  The committee deferred discussion of the commission to the next meeting, where it will be taken up in the context of the broader discussion of all City boards and commissions.
JEDC
Council Member Webb inquired what the City’s obligations are to fund the JEDC – what is contractually obligated at the present time?
Cecil Field Trust Fund

Page 28 - Auditor’s recommendations #1, 2, 3 and 4 tentatively approved:
· 1) Increase the transfer from S/F 751 (JEDC) to S/F 759 by $602,214 and cancel the transfer from S/F 759 fund balance.

· 2) Decrease S/F 759 rent revenue by $75,000, decrease professional services by $29,408, increase transfer from S/F 751 to S/F 759 by $45,593 and increase transfer from fund balance by S/F 751 by the same amount.
· 3) Decrease S/F 751 miscellaneous services and charges by $429,784 and move the expenditure for Cecil Field maintenance contract from S/F 751 to S/F 759.
· In order to rectify improper fund balance appropriations in prior years:

· de-appropriate all budgeted transfers from fund balance;

· appropriate actual revenue surpluses existing on September 30, 2009;

· authorize journal entries by the Accounting Division to eliminate actual revenues posted to FAMIS for past transfers from fund balance;

· balance S/F 759 with a transfer from JEDC fund balance to restore a positive cash balance.

President Clark stated that he had been meeting with the administration to determine what the role of the JEDC needs to be, what functions need to be performed in-house, and whether there are other organizations/entities that could perform some of its functions.  Council Members Johnson and Gaffney stated that many of the jobs with companies that the JEDC recruits and announces with great fanfare do not go to Jacksonville residents.

Steve Rohan clarified for the committee the provisions of the ordinance, cited by several speakers, that prohibits an administrative reorganization from being proposed as part of the City budget ordinance.  The ordinance was intended to prevent confusion caused by reorganizing City departments using the budget ordinance as the vehicle; it does not prohibit administrative reorganizations entirely during the budget consideration process if made by a separate ordinance.
SMG public facilities
Bob Downey, SMG’s general manager in Jacksonville, described the market conditions and general performance of each of the venues under SMG’s management.  

Page 32 – Auditor’s recommendations #1 and 2 tentatively approved.
· 1) Move electricity and water from SMG sub-fund 4A2 to City sub-fund 4A1 and reduce transfer to support SMG operations by $2,228,000.

· 2) Reduce contractual services expense by $205,000, reducing General Fund contribution and increasing Special Council Reserve.

Motion: Council Member Yarborough moved to put the 6 salary lines for the 6 public assembly facilities “below the line” for future discussion – approved.

In response to a question from Council Member Webb about whether the 3% lapse applies to the SMG operating budgets, Kirk Sherman stated that that issue needs clarification.  Mr. Webb stated that his understanding was that the Finance Committee’s intent was to cut 3% from everything that can be cut, and that the Council Auditor, with the assistance of the General Counsel’s office, will tell the committee what can and cannot be touched (specific line items and subfunds).
Veteran’s Memorial Arena 
Page 32 – Auditor’s recommendations #1, 2 and 3 tentatively approved
· 1) Move electricity and water from SMG sub-fund 4A2 to City sub-fund 4A1 and increase transfer to support SMG operations from $221,072 to $1,306,028.
· 2) Do not budget Investment Pool Earning of $30,076, based on current trends.
· 3) Reflect BJP debt service for the arena in the arena sub-fund 4B6.

Baseball Grounds of Jacksonville

Page 38 - Auditor’s recommendations #1, 2, 3 and 4 tentatively approved.
· 1) Move electricity and water from SMG sub-fund 4A2 to City sub-fund 4A1 and decrease transfer to support SMG operations from $780,209 to $457,524.

· 2) Move Rental of Facilities under 4C1 to Rental of City Facilities – Supplemental and increase to $100,000; reduce transfer from Convention Center aby $7600.

· Reduce Other Ticket Surcharge – Club/Suites in the City Activity by $100,000 and increase Other Ticket Surcharge – Facility Fee by $100,000.
Times-Union Center: Page 41 - Auditor’s recommendations #1, 2 and 3 tentatively approved.
· 1) Move electricity and water from SMG sub-fund 4D2 to City sub-fund 4D1 and decrease transfer to support SMG operations from $$815,633 to $557,433.

· 2) Place Symphony Rent in sub-object 36203B Rental of City Facilities – SMG Revenue and reduce Transfer from Convention Center to $951,207.

· 3) Reflect General Fund debt service for the center in sub-fund 4D6.
Prime Osborn Convention Center

Mr. Sherman announced that the City’s bonds for construction of the convention center have been paid off, freeing up $3.4 million from debt service per year.  
Page 44 - Auditor’s recommendations #1 and 2 tentatively approved.

· 1) Move electricity and water from SMG sub-fund 4E2 to City sub-fund 4E1 and decrease transfer to support SMG operations from $609,800 to $262,800.

· Reduce Convention Development Tax revenue by $533,807 and budget $524,315 for Contractual Services Expense; this will have a negative impact on Special Council Contingency of $1,058,122.

Equestrian Center

Discussion deferred pending a plan for operation of the center to be presented by Council Member Davis.

In response to a question from Council Member Crescimbeni about the high utility costs at the Arena, Mr. Downey attributed much of the amount to a combination of the recent JEA rate increases, the $800,000 chilled water access charge and annual usage cost for air conditioning, and the costs to dehumidify the building because the chilled water system does not dehumidify like a conventional air conditioner.  The chilled water system saved $10-12 million in construction costs and on-going maintenance of an air conditioning system, but the trade-off is the high JEA bill.
Downtown Vision, Inc.
Jay Southerland (board chair) and Terry Lorrince (executive director) of DVI made a presentation about the district’s funding and activities.  Declining downtown property values have reduced the district’s ad valorem revenue and the JEA has eliminated its voluntary contribution to the district entirely at the same time that the district is increasing its workload to make up for shortfalls in City-provided maintenance downtown.  Steve Rohan explained the City’s annual financial support to the district in lieu of paying a tax millage on City property.

Motion: Council Member Yarborough moved to put the DVI budget “below the line” until further information is forthcoming – fails
Motion: Council Member Yarborough moved to leave the DVI budget amount unchanged from the current fiscal year to the next, except for a reduction of the salary line by $36,720 – fails
Pages 49 – Auditor’s recommendations on page 49 failed.
The amendments having failed, the DVI budget was tentatively approved as originally proposed.
Meeting Adjourned:  3:57 p.m.

Minutes:    Jeff Clements, Chief of Research 
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