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TASK FORCE ON CONSOLIDATION MINUTES

September 12, 2013
9:00 a.m.
City Council Chamber
1st floor, City Hall

117 West Duval Street

Attendance:  Council Members Lori Boyer (Chair), Chuck Arnold, Cynthia Austin, Shannon Blankinship, Elaine Brown, Betty Burney, Leon Carrera, Rena Coughlin, Lad Daniels, Ben Davis, Paul Dillard, Wyman Duggan, Georgette Dumont, Kay Ehas,  Broderick Green,  Tony Hill, Betty Holzendorf, Jordan Logue, Bill Mason,  Sam Mousa, Michael Munz, Jim Rinaman, Steve Rohan, Dwain Senterfitt, Opio Sokoni, Kerri Stewart, Giselle Carson (alt.), Paul Dillard (alt.)
Also: Jeff Clements – Council Research Division; Damian Cook – Task Force staff; Steve Cassada – Council Staff Services; Dana Farris – Legislative Services Division; Cindy Laquidara – Office of General Counsel
Chairwoman Boyer called the meeting to order at 9:01 a.m. and commissioners introduced themselves for the record.  Members who know they will be absent from a meeting were requested to notify staff in advance for the record.
Ms. Boyer noted that Judge Davis has provided the Task Force with a scrapbook compiled by this father, Judge Marion Gooding, of newspaper clippings from the 1960s during the era of governmental corruption that helped to lead to the consolidation effort.  Members were encouraged to peruse the interesting reading.  Ms. Boyer also noted that Dick Bowers, a speaker at last week’s meeting, has questioned the veracity of some of the materials posted on the Task Force’s web site.  She stated that the materials posted on the web site represent the opinions of the people who provided them and the Task Force staff is not fact-checking the documents.   They do not represent the opinion of the Task Force.
Ms. Boyer presented an overview of the Meeting 3 highlights.

Task Force Member Comments
Cynthia Austin stated for the record that she is a JEA board member and her firm represents the JTA.

Kay Ehas said that the Blueprint for Improvement contemplated that the City Council would be responsible for long-range planning for the city, which it does not appear to be doing.  Ms. Boyer stated that it seemed more like an administrative function since the Council has limited staff and expertise in that area. Elaine Brown said that it is hard for the Council to coalesce around a unified vision, but that individual council members with particular interests can bring their efforts to bear in the work of the independent authorities (port, airport, downtown development, transit, etc.). Lad Daniels said that the council is good at short-term planning but not so well at long-term planning because of term limits and lack of long-term continuity. Past council planning efforts have devolved into budgeting and capital allocation exercises.
Sam Mousa stated for the record that his firm does work with all of the independent authorities, as did Kerri Stewart.

Jim Rinaman said that in the early years of consolidation the City dealt mostly with zoning and short-term planning issues and not so much on long-term planning.  Now that growth has expanded throughout the City’s 840 square miles and into neighboring counties, the City needs to become much more active in the Northeast Florida Regional Council and work with neighboring counties to plan for the future of the whole region.

Leon Carrera stated that his firm also does work with many of the authorities.

Chuck Arnold requested information comparing Jacksonville’s budget, millage rate and revenue sources with other major cities and counties in Florida to determine how fairly taxed we really are.

Opio Sokoni suggested a panel discussion on race and consolidation.  Jim Rinaman suggested that the panel should be expanded to consider economics, education and race and ethnicity beyond a simple black/white division.

Cynthia Austin proposed a panel on what was promised by consolidation and what it has actually produced, not so much focused on race alone.
Chairwoman Boyer stated that she has received a suggestion for a panel of former City Council members, the Library Board has requested to speak as a sort of independent authority, and the Police and Fire Pension Fund board is also a quasi-independent authority.

Independent Authority Presentations
General Counsel Cindy Laquidara made a brief presentation on the history and variability among the City’s independent authorities. The JPA and JAA were split into separate authorities in the early 2000s because their missions were very different, their funding streams could not be co-mingled, and there were relatively few synergies of being together. They are both predominantly state agencies but the City does make same financial contributions so has some small degree of budgetary control.  The School Board is defined by the Florida Constitution as a county body operating a state function and has very little relationship with the City functionally or financially.  The School Board utilizes the Office of General Counsel but otherwise is largely independent of the City.
The JTA is unique among the authorities in that it was created under general state law rather than via a special act, and is not a City Charter entity. It is authorized to provide mass transit services as well as constructing state roads as other transportation authorities in the state do, and the JTA has expanded its road building function to local roads as well. The Jacksonville Housing Authority (public housing) was spun off from the old dysfunctional City HUD Department and is almost exclusively federally funded.  The Jacksonville Housing Finance Authority (bonding agency for private affordable housing) is a state agency with City board appointments.  The Downtown Development Authority, JEDC and new Downtown Investment Authority are examples of how the City can create its own authorities under the Charter to meet specific needs and to change the forms and functions as needs change.  The JEA is a very big, very complex organization and the City is limited in how much it can derive financially from the authority because of taxation implications.
Ms. Laquidara stated that the authorities vary widely in their finances, their legislative authorizations and their relationship with the City. In response to a question from Jim Rinaman about the City’s ability to change the School Board under its unique charter powers, she noted that the issue is not entirely settled despite several Florida Supreme Court cases that have some relation to that question.  The City’s unique consolidated status is still somewhat confusing to the courts and she recommended not investing too much time and effort in proposing substantial changes to the School Board until the legal status of the board in relation to the City’s state law and charter authority is clarified.

JEA Presentation
JEA CEO Paul McElroy stated that the JEA has recently invested a great deal of time and effort into refocusing its mission and vision and making improvements to its customer satisfaction ratings, which have risen dramatically in the last year. The authority is a major economic engine for Jacksonville, and is responsible for 1.5% of Duval County’s gross county product in the form of jobs, payroll, procurement and financial contributions to the City. The authority is willing to make as large a financial contribution to the City as is fiscally prudent given the effects of those contributions on the utility’s bond ratings and borrowing costs.  Standard and Poor’s already considers the JEA’s annual contribution to the City ($109.2 million for FY14) as substantial and Moody’s penalizes the JEA for the size of the contribution by lowering JEA’s adjusted debt service. The amount of the contribution is based on a contract negotiated every 7 years between the JEA and the City Council.
Chairwoman Boyer posed several of the Task Force’s written questions to Mr. McElroy for responses, and asked that he provide written responses to all the questions for distribution to the members.  With regard to the congruence of JEA’s mission and vision with that of the City, Mr. McElroy stated that he did not really perceive that the City has a clear, unified goal and mission statement to which the JEA can relate, except that it plays a big part in the local economy and can be a positive factor in economic development efforts.  With regard to City central services he indicated that in the past the JEA found the City’s cost allocation method for central services indecipherable and the service less than adequate.  Since many of JEA’s needs are very industry-specific, complex and specialized, it makes more sense for the utility to handle its own central services in-house, except for the legal services provided by the Office of General Counsel. 

In response to a frequently recurring question about the possible sale of JEA to private investors, Mr. McElroy stated that the last time the issue was analyzed by the Council Auditor’s Office a couple of years ago, the net sale value of the utility (after paying off over $1 billion in outstanding bonds) was about $1 billion. The decision was made at that time, as it has been made in the past, that the JEA has more long-term value to the City as a public utility focused on low rates, customer service, economic development and a substantial annual contribution to the City budget than as a 1-time windfall from sale of the assets. The JEA is also a partner, sometimes unrecognized, in City projects and initiatives such as providing the chilled water system to reduce the construction cost of City buildings, helping the City to meet its federally-mandated water quality targets for the St. Johns River, and providing reduced electric rates as an economic development incentive for large power users.
Task Force members asked Mr. McElroy for information on the amount and sources of nutrient loads in the St. Johns River, about the condition of water and sewer infrastructure in all areas of the city, about the ratio of JEA’s spending on new system extensions in suburban areas versus rehabilitation of older systems in long-developed parts of town, about plans for how to expand water and sewer service to under-served communities where no new development is taking place, and about the potential for converting lighting to new, energy-efficient LED lights.  The sufficiency of the JEA’s annual financial contribution to the City compared to a private utility’s property taxes and franchise fees was mentioned several times, as was the disparity in utility services between older and newer developed parts of the city.  Mr. McElroy noted that in areas developed in recent decades (since the 1970s), private developers pay for the installation of water and sewer lines and pass the cost on to the homeowners in the price of the lot and house.  The cost to retrofit areas currently on well water and septic tanks is in the hundreds of millions of dollars and JEA doesn’t have the resources to bear those costs.

Jacksonville Transportation Authority Presentation
JTA CEO Nathaniel Ford gave an overview of the authority’s history and current mission.  The JTA was originally established as an expressway authority in the 1950s to construct state roads, then became a City authority after consolidation and took up mass transit by taking over the city’s private bus service in the 1970s. With the swap of sales taxes for toll removal and the advent of the Better Jacksonville Plan in the early 2000s, JTA is a multi-function transportation agency involved in roads, buses, paratransit, the Skyway, and planning for Bus Rapid Transit and eventually light rail operations.  The JTA’s mission to provide safe, efficient, reliable transportation services meshes well with the City’s goal to be the best place in America to live, work and raise and family.  Good cities need good transportation.
Task force members asked for additional follow-up information on transit-oriented developments (TODs), particularly whether the JTA faces that same federal restrictions on competing with private sector providers in that arena as it does on services like the Jaguars game day shuttle.  A question was posed about the JTA’s funding future should the local option gas tax not be extended past 2016 and about the authority’s use of internal attorneys to supplement the representation of the Office of General Counsel.  Mr. Ford stated that the personnel hold law degrees and are licensed in the State of Florida, but are not actively practicing law.  They hold other jobs, but are applying their legal expertise to JTA issues.  Mr. Ford described the recent creation of Northeast Florida Regional Transportation Commission, a 6-county state-created entity that will plan, but not operate, integrated transportation systems for the region.  Mr. Ford emphasized that JTA is a mass transit and state road building agency and is not interested in taking over construction or maintenance of local streets and drainage systems.  In response to a question about JTA whether mass transit would be better operated by another entity leaving JTA to return to its original role as a state expressway agency, Mr. Ford stated that he has assembled a talented management team with a wide range of expertise in every area of transportation and he sees the authority playing a big role in helping the region to connect all of its transportation resources into a true multimodal system.
Jacksonville Port Authority Presentation
JPA CEO Brian Taylor gave a brief overview of the port’s mission and activities.  The JPA is a landlord port, meaning that it leases wharves, warehouses and other facilities to private operators who then deal with the shipping lines.  The seaport and airport functions of the original Port Authority were split into separate agencies in the late 1990s and since the division both authorities have flourished.  JPA’s volume of business is up, the number of personnel is down, there has been big growth in service to and from the Asian market and a cruise ship operation has been developed.  JPA’s primary value to the city and the region is as an economic engine providing jobs and payroll. The authority is a quasi-state agency whose board has 7 members, 4 appointed by the governor and 3 by the mayor. He sees the consolidated government as a real asset for the area, making it much easier to get projects done with a minimum of wasted time and effort trying to coordinate multiple parties.
Mr. Taylor responded to the list of provided questions.  With regard to central services he stated that JPA has very specialized needs for homeland security and proprietary client data software and financial security so provides its IT services in-house.  The Office of General Counsel provides almost all legal services except for very specialized areas such as maritime law and complex bond transactions.  The authority does some of its procurement through the City and with the state where possible.  Overall the authority has 20 employees providing central services at a cost of just over $2 million.  With regard to City funding and return on investment Mr. Taylor stated that in the 1960s used to provide the authority with the cash equivalent of 1.5 mills of property tax levy (which today would produce $61 million). For many years the City has provided an annual appropriation of $800,000, all of which is allocated to debt service.  With regard to the reason for the separation of the airport and seaport functions, he stated that the missions of the two halves of the agency were very different, their clientele were different, and there were very few economies of scale or operating synergies.
In response to a question from Opio Sokoni about what the JPA is doing with regard to economic development and infrastructure in areas around port facilities, Mr. Taylor said the authority is always evaluating opportunities for property acquisitions to expand the port’s capacity.  He also agreed to provide information on how other ports deal with their central service operations in relation to their city or county governments.  Lad Daniels suggested that a subcommittee topic for discussion should be how an authority with a $52 million annual budget is going to be able to tackle a $1.2 billion harbor dredging project.  Chairwoman Boyer requested additional information on how the port authority interacts with the City’s Planning and Development Department, particularly with regard to land use and zoning changes that may affect port facilities.
Jacksonville Aviation Authority Presentation
JAA CEO Steve Grossman said that over the course of his career he has worked in aviation operations run by a variety of kinds of entities and he believes that an independent authority is definitely the preferable model. Each of Jacksonville’s authorities has a very different clientele and they need to be able to focus solely on their particular mission and serving their customers.  He stressed that the JAA is governed by strict federal laws and FAA regulations, so must be particularly specialized in and attentive to that regulatory environment.  The JAA is completely funded by federal funding and operational revenues, and is a stand-alone business enterprise as far as City finances are concerned.
Mr. Grossman provided responses to the Task Force’s specific questions.  With regard to central services he noted that the authority’s 4-airport system has very specific needs and they feel that the services are best provided by in-house personnel who are integrally involved in the agency and know the specific needs of their clientele.  The JAA does leverage City and state procurement contracts where possible.  With regard to finances, the JAA board makes its decisions first and foremost based on its fiduciary responsibility to the authority and in conformance with the federal regulations mentioned above.  The authority’s mission to provide the best possible air service to the region dovetails nicely with the City’s mission to be the best place to live, work and raise a family, since good air service is a fundamental component of economic development and a thriving economy. With regard to the exemption of JAA-owned properties from property taxes and their effect on private property developers, Mr. Grossman stated that FAA regulations restrict the sale of non-aviation-related properties, so land can only be leased and not sold, which is a disadvantage in the development arena.  He said the JAA would be amenable to a change in the state law to make authority-owned properties taxable if used for private development, as long as the taxation did not apply to directly aviation-related uses such as runways, taxiways and apron areas.  He said that since the JAA has very little private development activity taking place on its properties at this time, this would be a good time to pursue that change if the City is interested.
Task Force General Discussion
Chairwoman Boyer said that she heard a theme in several of the presentations about the authorities being interested in buying additional property for their operational needs and thinks consideration should be given to the effect on the City’s tax rolls, the aspects of competition with private developers, and potential financial returns to the City.
Shannon Blankinship wondered how the independent authorities relate to each other, and whether they are competitive or cooperative.

Cynthia Austin suggested that from her perspective there is more disconnect than competition among the authorities. She believes they tend to be silo-oriented and inward looking, concentrating only on their particular mission and function. She suggested the need to find a way to develop a broader community vision and to tie everyone’s efforts together.

The next meeting will on Thursday, September 19th at 9:00 a.m. and the subject will be the Constitutional officers.
There being no further business, the meeting was adjourned at 12:09 p.m.

Jeff Clements, Council Research Division (904) 630-1404
Posted 9.13.13
12:00 p.m.
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