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Finance Committee Budget Hearing #5 Minutes 
August 21, 2014
9:00 a.m.

Location:  City Council Chamber, 1st floor, City Hall – St. James Building; 117 West Duval Street,
     Suite 425

In attendance:  Council Members Richard Clark (Chair), Lori Boyer, Reginald Brown (arr. 9:09), Doyle Carter, John Crescimbeni, Kimberly Daniels (arr. 10:11), Bill Gulliford and Matt Schellenberg
Excused: Council Member Ray Holt

Also: Kirk Sherman, Kim Taylor, Brian Parks, Robert Campbell, Kyle Billy, Elena Korsakova  – Council Auditor’s Office; Paula Shoup – Legislative Services Division; Peggy Sidman – Office of General Counsel; Jeff Clements – Council Research Division; Chris Hand, Theresa Eichner and Margo Klosterman – Mayor’s Office; Glenn Hansen and Angela Moyer - Budget Office; Ronnie Belton - CFO
Meeting Convened:  9:02 a.m.
Chairman Clark convened the meeting and asked committee members for any issues remaining from previous meetings. Council Member Boyer said that she is accumulating proposed amendments and will present them at the appropriate time. Council Auditor Kirk Sherman reported that the Special Council Contingency account stands at $2,015,967, leaving a gap of $35.7 million remaining to be filled.
Page references from this point refer to Council Auditor’s Meeting #5 Handout
Supervisor of Elections
Motion: on p. 3 recommend tentative approval of Council Auditor’s recommendation #1 to place $100,000 of potential special election costs into a designated special contingency fund – unanimously approved.
Motion: on p. 3, recommend tentative approval of Council Auditor’s recommendation #2 to eliminate a duplicate charge of $75,000 for electricity charges – unanimously approved.

Supervisor of Elections Jerry Holland answered questions from committee members about the two potential special elections that might be necessitated by the re-drawing of several Florida Congressional districts and the qualification controversy regarding Florida House district 13. Mr. Holland stated that a special election for the Congressional district would cost approximately $1 million ($500,000 per cycle) and the state House district election would cost approximately $250,000 ($125,000 per cycle). Mr. Holland explained the reduction in the number of voting precincts and the enhanced effort to encourage voters to use early voting (19 sites) and absentee ballot voting to shorten lines on election day. Council Member Gulliford suggested that the election budget peaks and valleys could be leveled out by appropriating an equal amount each year regardless of the number of elections and carry-over the excess funds from low election years to high election years. Mr. Holland noted that his office is negotiating with JTA to allow free rides on the Connexions paratransit system to riders using the system to go to a polling place to vote.
Better Jacksonville Plan
Motion: on p. 7, tentatively approve Council Auditor’s recommendation to reduce the Build America Bond subsidy by $515,063 and increase Local Option Sales Tax revenue by the same amount – approved unanimously.

Page references from this point refer to the Council Auditor’s Independent Agency Handout

JEA
Principal Auditor Kyle Billy noted that the JEA’s contribution to the City is increasing by the $2.5 million minimum provided in the agreement between the City and JEA rather than by the millage calculation applied to electric and water sales; that contract expires at the end of 2016 and will need to be renegotiated by then. The JEA projects more customers but an overall reduction in both electric and water sales due to increased conservation measures. The utility is not doing any borrowing for capital improvements in FY14-15 – all capital improvements for electricity and water/sewer will be done from annual operating revenues. JEA CEO Paul McElroy explained JEA’s interlocal agreements with St. Johns and Nassau counties to pay fees to those counties for its operations there, which are at a rate of approximately 5% of gross revenues versus the 11% of revenue being paid as the contribution to the City of Jacksonville. Mr. McElroy stated that the JEA board’s priority for use of any excess revenues is to reduce outstanding debt. He reviewed the “payment for performance” program and explained that it is a “best practice” in the industry and accrues to the benefit of consumers in the form of better performance and efficiency, serving more customers with fewer personnel over time. 
JEA board chairman Mike Hightower announced that the JEA will be hosting a state-wide conference in September of Florida utilities to discuss the impact of future EPA regulations on greenhouse gas emissions and its effect on fuel types and costs. Council Member Boyer raised the issue of how to pay for the connection of homes and businesses not served by public water and sewer to the JEA’s system. JEA does not pay any of those costs and the costs are prohibitive for many citizens and businesses, so she hopes to find a way, perhaps through interlocal agreement, to achieve a mechanism for achieving those connections in some affordable way. 
Jacksonville Transportation Authority
Mr. Billy noted that the JTA budget reflects the extension of the local option gas tax recently approved by City Council which impacted on the proposed budget originally submitted in May. Council Member Boyer pointed out that the budget includes 2% performance-based wage increase for non-union employees and suggested that the committee may wish to consider applying the same philosophy to the other authorities that it applied to the JEA several years ago – strong discouragement of pay increases in years when customer rates are increased.
Motion: on p. 49, tentatively approve Council Auditor’s recommendation #1 to remove and replace Schedules O and P with revised schedules – unanimously approved.

Motion: on p. 49, tentatively approve Council Auditor’s recommendation #2 to increase the Local Option Gas Tax line item from $27,327,093 to $2,8275,683 and revise the operating contingency line item on Revised Schedule P – unanimously approved.
Motion: on p. 49, tentatively approve Council Auditor’s recommendation #3 to revise Section 5.2 of the budget ordinance narrative – unanimously approved.
Motion: on p. 49, tentatively approve the JTA’s request to revise Section 5.1 of the budget ordinance narrative to increase the number of full-time employees from 720 to 729 and to reduce the number of part-time hours from 167,440 to 158,074 – unanimously approved.
Jacksonville Aviation Authority
The committee posed questions to JAA Executive Director Steve Grossman regarding the taxability of JAA properties that are not used directly for airport purposes, i.e. for commercial development. The committee requested the General Counsel’s Office to research the legal issues involved in Federal Aviation Administration regulations on the transferability funds by agencies that received federal aviation funding.
Motion: on p. 60, tentatively approve Council Auditor’s recommendation #1 to decrease the services and supplies expenditure line by $69,579 and increase the operating contingency line by like amount – unanimously approved.
Motion: on p. 60, tentatively approve Council Auditor’s recommendation #2 to correct the line item title from Part-Time Employee Hours to Temporary Employee Hours – unanimously approved.
Motion: on p. 60, tentatively approve Council Auditor’s recommendation #3 to make technical corrections to Schedule H – unanimously approved.
Jacksonville Port Authority
Motion: on p. 60, tentatively approve Council Auditor’s recommendation #1 to decrease Shared Revenue from Primary Government by $678,768 and reduce Debt Service by the same amount – unanimously approved.
Motion: on p. 60, tentatively approve Council Auditor’s recommendation #2 to remove and replace Schedule J with Revised Schedule J for formatting purposes – unanimously approved.
JPA CEO Brian Taylor and Finance Director Michael Poole answered questions from Council Member Greg Anderson about JPA borrowing and debt service. In response to a question from Council Member Boyer, Mr. Taylor indicated that the $1 million allocation in the City’s budget this year to JPA for harbor deepening is for short term needs and the authority will be coming to the City in future years to discuss potential City contributions to the overall deepening project (approximately $180 million local share will be needed over 5 years). 

Page references from this point refer to Council Auditor’s Meeting #5 Handout
Chairman Clark noted that the Friday budget hearing has been re-noticed to allow the meeting to extend beyond 1:00 p.m. if the work is not completed by that time. Deputy General Counsel Peggy Sidman distributed copies of a Finance Committee ordinance to impose a moratorium on administrative transfers of CIP funds until October 1, 2014, which will be introduced at next Tuesday’s Council meeting.

Finance Department
Motion: on p. 10, tentatively remove the 1 additional position in the Budget Office along with the associated salary and benefits in the amount of $53,822 – unanimously approved.
Council Member Boyer questioned the allocation of Jacksonville Beach Pier lease revenue to the Finance Department and then borrowing via the Banking Fund for capital improvements needed at the pier.

Motion (Boyer): on p. 10, allocate the Jacksonville Beach Pier revenue into a reserve account for pier repairs and improvements – approved unanimously.

Motion (Schellenberg): on p. 10, delete the $35,000 addition in travel for the Finance Department – unanimously approved.
Risk Management
Mr. Sherman noted that the premiums for worker’s compensation are increasing to prevent the recurrence of the deficits that fund has shown in the past several years. 

Motion: on p. 12, tentatively approve Council Auditor’s recommendation to eliminate the transfer of $81,127 from fund balance and offset with an increase in investment pool earnings - unanimously approved.

The committee requested the Council Auditor’s Office to provide information on vacant positions, length of vacancy, and value of salary and benefits for all vacant positions for all future departments covered in budget hearings.

Group Health
Kelly O’Leary, Director of Employee Services, stated that the cost savings from self-insurance for employee health are estimated at $4 - 5 million for calendar year 2015 (pro-rated for the fiscal year). Bob Parr, Chief of Compensation and Benefits, said that self-insurance will require the build-up of reserves equal to 2 months of expected payments ($12-14 million) over the course of 15 months. Two positions are proposed to be added to administer the self-insurance for employee health.
Motion (Boyer): on p. 16, tentatively eliminate the 2 new positions, with salary and benefits, proposed for self-insurance administration – approved 5-1 (Schellenberg opposed).
Motion: on p. 17, tentatively approve the Council Auditor’s recommendation to reduce the revenue line items for employee premiums by the amount of the City’s annual allocation from a sale of life insurance stock and offset by a transfer from Fund Balance in the amount of $239,197 - unanimously approved.
Motion: on p. 18, tentatively approve the Council Auditor’s recommendation to place $200,000 for the wellness and fitness program in a cash carryover account - unanimously approved.
The committee welcomed a visiting delegation from Jacksonville’s Sister City of Nelson Mandela Bay Municipality (formerly Port Elizabeth) in the Republic of South Africa to the meeting.

City Council 
Motion: on p. 21, tentatively approve departmental request #1 for an additional allocation for Council Member parking to account for potential parking costs for council members being elected and taking office in 2015 - unanimously approved
Motion: on p. 21, tentatively approve departmental request #2 to increase the communications allowance by a total of $16,800 – unanimously approved.
Motion: on p. 21, tentatively approve departmental request #3 for an increase in the printing and binding line by $8,500 - unanimously approved.

Motion: on p. 22, tentatively approve departmental request #4 to allocate funding from the professional services line item to create a 2% pool for performance-based salary increases to be determined by the City Council Executive Committee - unanimously approved.
Council Member Boyer asked for a calculation of the amount that City Council member salaries are being reduced by the refusal of pay raises for the past several years, in addition to the 50% reduction from the county commissioner salary established by the Florida Legislature.
Motion (Boyer): amend the City Council budget to reflect the dollar amounts of the foregone council member salaries as offsetting revenue and expense entries – unanimously approved.
Council Member Daniels questioned why city council members are paid 50% of the rate for county commissioners for doing what is actually a full-time job. Council Member Brown asked for information on the history of the 2% pay reduction that has been in effect for City employees since 2010 and how it relates to council member salaries. Peggy Sidman explained that council member salaries are governed by a specific Ordinance Code provision fixing council member salaries at 50% of the amount provided for county commissioners by the Florida Legislature and a provision in the annual budget ordinance relating to the ability to waive the automatic salary adjustment.
The committee was in recess from 12:23 to 1:22 p.m.

Kirk Sherman stated that information distributed to the committee by parties unknown before the lunch break contained erroneous information about salary increases in the Council Auditor’s Office.
Tourist Development Council
Motion: on p. 24, tentatively recommend approval of Council Auditor’s recommendation #1 to increase transfer from fund balance by $1,080,331 – unanimously approved.

Motion: on p. 24, tentatively recommend approval of Council Auditor’s recommendation #2 to increase the authorized expenditures for operations and to increase the contingency account amount to $699,505 - unanimously approved.
Downtown Investment Authority
Motion: on p. 27, tentatively recommend approval of Council Auditor’s recommendation to reduce miscellaneous services and charges to $5,600 and allocating the remaining $144,513 to Special Council Contingency – unanimously approved.
Motion (Boyer): on p. 27, tentatively transfer Jim Klement and his salary and benefits from DIA to the OED budget - unanimously approved.

Motion (Boyer): on p. 27, tentatively approve transfer of $150,000 in revenue from the Southbank CRA tax increment fund as a revenue source to the DIA budget, supplanting cash carryover - unanimously approved.
Office of Economic Development
Motion: on p. 31, tentatively approve Council Auditor’s recommendation to remove $25,000 in salary for partial funding for a Director of the Office of International Trade - unanimously approved.

Motion: on p. 33, tentatively approve of Council Auditor’s recommendation #1 to move $15,000 in hardware/software maintenance and license costs and $9,000 in repairs and maintenance from Off-Street Parking to properly reflect expenditures from this sub-fund and increase cash carryover by $24,000 in On-Street Parking and reduce cash carryover in Off-Street Parking by the same amount - unanimously approved.

Motion: on p. 33, tentatively approve Council Auditor’s recommendation #2 to reduce parking fine revenue by a net of $50,000 and to correctly budget parking fine revenue allocation to the Police and Fire Pension Fund - unanimously approved.

Motion: on p. 34, tentatively approve Council Auditor’s recommendation #3 to decrease parking late fees by $45,000 to reflect historic actuals and to offset the decrease by a decrease in hardware/software maintenance and licenses ($21,000) a decrease in cash carryover of $24,000 - unanimously approved.
Motion: on p. 36, tentatively approve Council Auditor’s recommendation to increase the number of part-time hours by 1,417 - unanimously approved.

Motion: on p. 38, tentatively approve Council Auditor’s recommendation #1 to move $114,223 in miscellaneous services and charges to cash carryover - unanimously approved.

Motion: on p. 38 tentatively approve Council Auditor’s recommendation #2 to eliminate increases in motor vehicle inspection fees - unanimously approved.
Office of Sports and Entertainment
Council Member Boyer questioned whether the proposed budget reflects any commitment of the City via Ordinance 2014-289 to provide funding to the new Jacksonville Sports Council. The administration will research and provide information.

The committee asked questions of the Council Auditor and the administration regarding the quintupling of costs for the installation of temporary seating for the Florida/Georgia football game at EverBank Field. The quantity of seats has increased with the removal of permanent seats in the north end zone and the quality of the seats was improved. In addition, the seating installation contract was re-bid and the only bid was much more expensive than in previous years. Joel Lamp of the Office of Sports and Entertainment explained that the contract had not been rebid in 5-6 years so some increase was expected, the quality of seats was improved at the request of the universities of Florida and Georgia to match the quality of the permanent seats removed, and a $250,000 premium is going to have to be paid this year because there are Jaguar games in the 2 weekends preceding the game and the seat installation will have to be done on an expedited basis. Chris Hand, Mayor’s Chief of Staff, emphasized the economic benefit produced by the game weekend and the need to stay on good terms with the two universities as the existing contract to play the game in Jacksonville comes up for renegotiation in 2016. Council Member Gulliford recommended that the City bid the north and south end zone seat installations separately next year to obtain the best possible price for installation of the two different qualities of seats.
Council Member Boyer asked about the potential to offset the cost of the seat installation through increased electronic signage revenues. She also questioned the inclusion in the budget of maintenance costs for the north end zone water features and video board maintenance which she believed were contractually the responsibility of the Jaguars and asked who is responsible for carefully scrutinizing the Jaguar and SMG contracts to determine which party is responsible for what expenses and justifying the proposed budget amounts. Keith Van Der Leest, Assistant General Manager for SMG-Jacksonville, explained what maintenance costs apply to the brand new video boards – there are costs for preventive maintenance needed to keep the 3-year manufacturer’s warranty in effect. He also explained the substantial increase in the number of SMG personnel involved in operating the video board system and in servicing the new north end zone pools, cabanas and seats. Chairman Clark noted that this discussion is illustrative of the responsibilities the City Council has agreed to take on when it voted to approve stadium improvements, new libraries, a new courthouse, etc. Council Member Crescimbeni expressed dissatisfaction with the quality of information the City Council is receiving when it makes important decisions about new public facilities and the operational and maintenance costs those decisions will entail. He is of the opinion that the Council is being ill-informed or misinformed when it is making these long-term decisions. Council Member Gulliford suggested that the City explore the feasibility of purchasing the seats for the Florida/Georgia game installation and then hiring a company to assemble and disassemble them annually.
Motion (Schellenberg): on p. 45, remove the $112,756 for Mayor’s Initiatives in the list of FY14/15 proposed events and transfer the funding to help offset Florida/Georgia game expenses – unanimously approved. 
Council Member Boyer noted that the Ordinance Code requires the administration to provide estimates of future operation and maintenance costs for all capital improvements incorporated into the CIP, but the Council has never been vigilant about requiring that it be done. 
Special Events Division

Motion: on p. 46 tentatively approve Council Auditor’s recommendation to reduce the budget for Memorial Wall/Sea & Sky event by $205,000 to correct erroneous budgeting – unanimously approved.
SMG – EverBank Field
Motion: on p. 52, tentatively approve Council Auditor’s recommendation #2 to remove Sec. 9.3 of the budget ordinance re: SMG purchasing policies – unanimously approved.
Motion: on p. 52, tentatively approve Council Auditor’s recommendation #3 to increase investment pool earnings – unanimously approved.

Motion: on p. 52, tentatively approve Council Auditor’s recommendation #4 to reduce Jaguar supplemental rent by $94,960 - unanimously approved.

SMG – Veterans Memorial Arena
Motion: on p. 59, tentatively approve Council Auditor’s recommendation to increase investment pool earnings by $9,774 – unanimously approved.

Motion: on p. 62, tentatively approve Council Auditor’s recommendation to transfer $1,706,661 among several SMG and City General Fund EverBank Field and Veteran’s Memorial Arena accounts – unanimously approved.
Council Members Schellenberg and Crescimbeni questioned Joel Lamp of the Sports and Entertainment Office and John Sawyer of the Office of General Counsel about where the authorization lay for City staff to waive rental payments by the Jacksonville Suns due to scheduling conflicts with Jaguar pre-season games. Mayor’s Chief of Staff Chris Hand pledged to investigate and provide a response to the committee. Ms. Boyer expressed the expectation that the Office of General Counsel will scrupulously examine the Jacksonville Suns agreement with the Jacksonville Armada soccer team to ensure that it is ironclad on the City’s behalf and the City will not incur any additional expenses through that contract.
In response to a question for Council Member Gulliford, Kirk Sherman confirmed that when the administration refinanced a number of bonds to lower interest rates in 2013, the transaction provided for small principal-only payments through FY22-23, with full principal payments beginning the following fiscal year.

Ritz Theater
Motion: on p. 84, tentatively approve the Council Auditor’s recommendation to remove the utilities allocation of $35,496 as the building is directly billed for water and electric utilities - unanimously approved.

Ms. Boyer noted that, with regard to the City’s support for One Spark, this year’s budget contains a $50,000 increase to $100,000 overall and places all of the funding into the DIA budget with no contribution from the Special Events Division, which provided $25,000 last year. The DIA board recommended $25,000.
Special Events Divison
Motion: on p. 45, tentatively return all special events budgets back to their FY13-14 levels, except for Florida/Georgia game expenses (retain full $2,203,235) and the Mayor’s Initiatives (delete the $112,756) – unanimously approved.

Northwest/Northside East Tax Increment District
Council Member Boyer explained the history of the two tax increment districts on the Northbank downtown and stated that two accounting subfunds should have been maintained even after the two districts were combined for planning purposes.
Motion: on p. 87, tentatively approve the Council Auditor’s recommendation to correct the cash carryover from a negative amount to a positive amount and balance that with a transfer from fund balance of $577,589 – unanimously approved.

Motion: on p. 87, recommend that two separate subfunds be re-created to account for the revenues two CRA tax increment districts beginning at least for FY14-15 and re-creating prior years as needed to determine appropriate account balances – unanimously approved.

Southbank Tax Increment District
Motion: on p. 88, tentatively approve the Council Auditor’s recommendation to budget $55,000 for Hilton Hotel debt repayment and increase the cash carryover by the same amount - unanimously approved.
Chairman Clark said that his intention is to invite all council members to the budget hearing next Friday to solicit their ideas about where to make cuts to meet the revenue availability, which the council agreed to do when they adopted the current year millage rate rather than an increase. Mr. Gulliford questioned the conventional wisdom that the consolidated form of government is less expensive than separate cities and counties and stated that residents of Orlando pay a lower combined city/county millage rate than do Jacksonville residents. He believes Jacksonville is experiencing the effects of its history of millage rate reductions and is now overly dependent on borrowing and fund-shifting to meet everyday operating expenses.

Mr. Clark announced that at the start of the day the committee faced a deficit of $35,700,000, which has been reduced to $34,842,560 by the committee’s actions today.
Meeting Adjourned:  4:07 p.m.

Minutes:  Jeff Clements, Council Research Division
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