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FINANCE ECONOMIC INCENTIVES SUBCOMMITTEE MEETING MINUTES

January 28, 2014
10:00 a.m.
Lynwood Roberts Room
1st floor, City Hall

117 West Duval Street

Attendance:  Council Members John Crescimbeni (Chair), Matt Schellenberg, Greg Anderson
See attached sign-in sheet for additional attendees.
The Chairman called the meeting to order at 10:07 a.m. and all attendees introduced themselves for the record. 
Ted Carter, Executive Director of the Office of Economic Development, suggested that the committee invite state economic development officials to come to a future meeting and talk about the state’s incentives since they are so vital to Jacksonville’s incentive packages. He reviewed a report of past incentive grants and the status of current projects. An OED web site revision is underway that will provide a great deal more information to the general public in the near future, including projects that were approved by City Council but then cancelled, decertified by the state or otherwise abandoned. Council Member Anderson suggested that a project checklist be developed showing all stages of a project from initial application through Council approval, execution of city and state contracts, verification of capital investment and job creation, receipt of annual reports, and disbursement of incentives over the life of the project.

Jerry Mallot of the JAXUSA Partnership reported that the Partnership has hired a consultant (Avalanche Consulting of Austin, Texas) to review the competitiveness of Jacksonville’s economic incentive programs. The consultant found that the City’s incentives are average but not exceptional, and that the city is competitive for small- and medium-sized projects but not very competitive for really large projects such as auto assembly plants, in large part because of the relative non-competitiveness of the State of Florida’s incentives. Mr. Mallot identified several problematic areas in the City’s economic incentives process: 1) lack of confidentiality (no use of code names for client companies); 2) speed of transaction processing; 3) some lack of synchronization between City and state incentive requirements; 4) lack of flexibility and a closing fund to provide last minute cash to seal a deal; and 5) focusing the REV grant solely on the amount of capital investment while the QTI deals only with job creation. He said that a local closing fund that had Council-established guidelines and some Council participation would be helpful.  The Countywide Economic Development Fund is used for that purpose now.

Mr. Mallot said that to land a really big project the City would have to be very flexible and creative and not inflexibly bound to its programs and rules. The QTI as currently structured penalizes companies for failing to reach 80% of the pledged job creation goal; achieving only 79% of the goal subjects a company to the loss of the entire QTI award. There needs to be more of an emphasis on rewarding success than on penalizing failure. Council Member  Crescimbeni suggested the need for three sets of recommendations: 1) what needs to be changed at the state level to make Florida more competitive with its neighboring states, and 2) what can Jacksonville do to make itself more creative and attractive to prospects, and 3) what can be done to better retain and grow local companies. Changing policies at the state level is very difficult for a variety of reasons, including the differing development patterns and needs of different parts of the state, the power of politics, and negative media coverage of economic development incentives in parts of the state.
Paul Crawford, Deputy Director of the OED, reviewed the City’s existing public investment policy. The current policy was adopted as a result of the work of a 2004 City Council Special Committee on Economic Development Incentives which focused on incentivizing economic-based jobs (jobs that attract money into the Jacksonville economy from outside the area) and did relatively little for local economy jobs. The project analysis matrix focuses on the creation of new jobs and capital investment, not on job retention. The matrix awards extra points for projects locating in economically distressed areas and areas where redevelopment planning efforts have already taken place (neighborhood action plans, corridor studies, Town Centers, etc.). The two primary incentives are the state’s Qualified Targeted Industry (QTI) program and the City’s Recapture Enhanced Value (REV) grant program. Both are back-loaded programs, providing incentives after jobs are created and capital investment is made. This has the effect of favoring larger companies that have the wherewithal to pay project costs up-front and to wait years for the payout. This doesn’t work well for companies that don’t have the resources to pay all project costs up-front. The Northwest Economic Development Fund and Countywide Economic Development Fund are used for smaller, less standard projects that don’t fit the QTI/REV grant model. The Northwest Economic Development Fund was operated by the JEDC until 2008 when the program was transferred to the Neighborhoods Department because that department was deemed to be closer to the needs of the neighborhoods and more flexible in dealing with non-standard underwriting issues.  The primary vehicles for targeting incentives to the downtown area are the Historic Preservation Trust Fund and a downtown residential development incentive. 
Mr. Crawford said that 83% of Jacksonville’s incentive deals in the past 5 years have used the QTI and 30% have used REV grants, with a smattering of other programs making up a small percentage of the deals. Jacksonville is very tied to the state incentives and is competitive with other jurisdictions within Florida with our incentive offerings. The state uses a return on investment (ROI) model based on projected taxes generated by a project for determining whether a project merits state incentive assistance, and expects a minimum 5:1 ratio (5 tax dollars for each incentive dollar invested) before a project is deemed eligible for assistance. Other states and localities, including Jacksonville, evaluate incentive requests based on the number of jobs, the amount of capital investment, and associated economic activity likely to be generated by a project.  Mr. Crawford said the incentive negotiation process works something like buying a car from a dealership – once the buyer has chosen the make, model and equipment package that suits his needs, he then negotiates with several dealers to make the best financial deal possible, and that’s where incentives come into play.
In response to a question from Council Member Anderson about whether the 2006 Public Investment Policy has worked as expected, Mr. Crawford said that is generally has for incentivizing high wage jobs, but hasn’t worked as well for small businesses or for attracting projects to economically distressed areas.  Downtown project incentives were working fairly well until the great recession stopped development in its tracks, and the same could be said for the effort to attract new capital investment, also stopped dead by the recession.
Joe Whitaker, Business Recruitment and Retention Coordinator for the OED, reviewed the project scoring matrix which includes 5 categories or ratings, each with a maximum of 20 points available. After a project is scored in each of the categories, the point total is compared to the Public Investment Policy standards to determine what amount of incentives for which the project qualifies. If the points don’t qualify for a desired incentive, then a waiver must be requested from the City Council to deviate from the policy. The scoring matrix has not been changed since its adoption in 2006 except for a reduction in the points given for amount of tangible personal property taxes to be paid and an increase in the points given for real property taxes. Council Member Boyer suggested the need to look at how the matrix and policy treat projects proposing to utilize existing vacant buildings rather than constructing new buildings despite the existing vacancies. The policy may be incentivizing behavior that exacerbates an existing vacancy problem.
Council Member Crescimbeni invited the OED to make any suggestions it feels appropriate to help improve the incentive process and outcome. Council Member Boyer asked the OED to list the policy waivers granted over the past several years to see if a pattern emerges that identifies policy problem areas that may need to be changed. Joe Whitaker said that most of the states across the Southeastern U.S. can give full property tax abatements, for both city/county and school district millage, for a number of years, which is very attractive. That is something that the state of Florida doesn’t allow, so Jacksonville uses the REV grant as a rough equivalent of property tax abatement to try and remain competitive.

Todd Roobin, Manager of Film and TV for the OED, briefly reviewed the City’s film and television projects for the last several years and presented the return on investment figures for those projects using a national ROI model for the film and television production industry. Florida’s state tax credits for film and TV were exhausted several years faster than expected, so there are no state tax credits to be offered at the moment. The 2014 Legislature will be asked to replenish the tax credit program so that Florida can again be competitive in the field, and Governor Scott seems to be supportive. Mr. Roobin thinks that because of its climate and attractiveness, Jacksonville could benefit from a local film and TV incentive program even if the state does not renew its tax credit program.

The next meeting will be on February 11th.
There being no further business, the agenda meeting was adjourned at 12:13 p.m.

Jeff Clements, Council Research Division (904) 630-1404
Posted 2.4.14  9:00 a.m.
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