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Special CIP Committee Meeting Minutes
November 19, 2014
1:00 p.m.

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

In attendance:  Council Members Lori Boyer (Chair), Matt Schellenberg, Greg Anderson, Bill Gulliford, John Crescimbeni 
Also: Council Member Jim Love and Don Redman; Phillip Peterson and Trista Straits – Council Auditor’s Office; Paula Shoup – Legislative Services Division; Peggy Sidman – Office of General Counsel; Jeff Clements – Council Research Division; Marc Stickney, Judy Garrard, Patti Coleman, Angela Moyer – Finance Department; John Pappas – Public Works Department
See attached sign-in sheet for additional attendees.

Meeting Convened:  1:21 p.m.
Council Member Boyer convened the meeting and the attendees introduced themselves for the record.  She announced that next week’s meeting will be held at 12:30 p.m. on Tuesday (not Wednesday), November 25th.
Recap of McGladrey meeting
Ms. Boyer briefly recapped her meeting on November 18th with the City’s external auditor, McGladrey, about how they audit the City’s books. McGladrey said that the City’s practice of pooling all available case is permissible by accounting standards unless specific legislation creating particular funds impose restrictions on fund segregation. Ms. Boyer asked McGladrey and the Council Auditor to review which of the City’s funds are currently restricted. With regard to the finding that some Better Jacksonville Project funds show expenditures in excess of project authorizations, McGladrey’s reviews are confined to verifying the accounting entries that some funds are due repayment at some future time to ensure that the “due to” and “due from” notations are all accounted for and balance. Patti Coleman of the Finance Department said that due to/due from funds are tabulated at year-end and reported in the CAFR. Council Member Anderson said that the City and JTA have resolved almost all issues with the exception of $13.5 million due to the JTA for a project already completed. McGladrey suggested that a formal document such as a promissory note or memorandum of agreement be adopted to formalize the City’s obligation to pay that money at some future time and to place the item clearly on both organizations’ books. CFO Ronnie Belton said that the funds are payable from BJP “pay-as-you-go” revenues when they are finally realized. Mr. Anderson said that the whole JTA/City BJP relationship needs to be documented so that future councils and administrations will understand what this committee’s research has found and what obligations remain to be funded. Council Member Crescimbeni suggested that the research of the subcommittee into the City/JTA funding arrangement be reduced to writing and that stand-alone legislation be passed by Council to formalize the future repayment of the $13.5 million, and that the Office of General Counsel be involved in drafting whatever formal agreement is proposed.
Overall cash deficit estimates
Marc Stickney of the City Treasury distributed and explained a spreadsheet showing Banking Fund authorizations and actual borrowing and cash deficits. Ms. Boyer said the spreadsheet, while informative, still does not answer the committee’s fundamental question about how much of a cash deficit exists in all funds, Banking Fund or otherwise. The Banking Fund currently has a current cash deficit (compared to project authorizations) of $13.9 million after the City closed on a $42 million bond issue today. Angela Moyer of the Budget Office said that the current Banking Fund total authorization is $404 million, some of which has been borrowed and some of which has not. Ms. Boyer is still concerned that cash has been borrowed out of some funds to pay deficits in other accounts and there is not sufficient Banking Fund borrowing authorization remaining to pay back those cash deficits; that is the crucial number that has not yet been produced. She wants to know what will happen to funds such as the BJP tree mitigation account and historic preservation trust fund account that have no more revenue coming in and are in a cash deficit position but still have outstanding obligations to be paid. Where will the money come from to make those accounts whole and pay for those projects? Mr. Belton said that the answer to the question involves a tremendous amount of research into thousands of subfunds and will take considerable time and effort to complete. Ms. Boyer asked for a snapshot at a point in time in order to give the committee an idea of at least the order of magnitude involved. She believes the Council can’t in good conscience authorize any more borrowing until it understands the current financial position and the size of the hole to be filled.
Judy Garard of the Finance Department defined fund equity (cash plus receivables minus obligations) for the City’s accounting purposes and said that loans from one fund to another are closed out at year-end.  Patti Coleman of the Finance Department said that long-term loans from one fund to another would only happen pursuant to Council legislation for particular projects authorizing an inter-fund transfer, particularly where funds from private entities has been paid in to the City (i.e. fair share assessments, tree mitigation payments, etc.). Ms. Boyer questioned information previously given to the committee indicating that funds are administratively transferred from subfund to subfund as expenditure needs arise.
In response to a question, Mr. Stickney said that his preliminary calculations show that the BJP plan will turn cash positive (all cash deficits paid off, State Attorney’s Office completed, covering all debt service and outstanding obligations) by the end of FY17-18, assuming one more year of 4% growth in sales tax and then 2% growth thereafter. He is still awaiting further information from the City’s BJP financial advisor on several details before arriving at a final figure. Ms. Boyer said that if the BJP revenue shows potential to cover some of the originally authorized BJP projects that have been put on hold, then the Council probably does not want to remove those projects from BJP and switch them over to the General Fund CIP list.
Stormwater projects reconciliation
A.J. Soto of the Public Works Department reported that Subfund 461 (stormwater operating) cash carryover and contingency line items are going to be somewhat greater than previously projected so there may be as much as $624,000 additional that can be used for pay-as-you-go expenditures in the current fiscal year to offset the $1.9 million additional borrowing needed for this year’s stormwater projects. There is potential for an additional $324,000 in savings on debt service which, together with the cash carryover and contingency funds would total nearly $1 million for current year pay/go expenditures, although the Lincoln Villas project $300,000) will need to be funded from that source, leaving $684,000 for pay/go use.
Banking Fund reconciliation
Angela Moyer discussed the document she is preparing pursuant to a committee request at a previous meeting that will summarize and condense a 112-page document produced for this year’s budget hearings listing all capital projects not lapsed, to which columns will be added to show details of funding sources and where the project stands in terms of fund balance, budgetary authority, encumbrances, etc. The various subfunds associated with a particular project will be aggregated to an overall funding status for each project can be determined.  The document should allow the committee to determine what fund balances exist and how much additional Banking Fund borrowing would be necessary to complete the listed projects, after which the committee can determine what projects to recommend for deauthorization or completion and how much additional borrowing is needed. Ms. Moyer said the listing will not include the Information Technology Division capital projects list or the SMG sports complex capital projects fund since they have their own revenue sources.  The list should be available for next week’s meeting.
Art in Public Places
Council Member Anderson distributed two spreadsheets showing the public art allocation to the courthouse construction project. Philip Peterson of the General Counsel’s Office said that he has seen a budget transfer showing that the $897,880 for courthouse artwork was moved from a BJP account to the overall Art in Public Places account in 2002. Mr. Anderson indicated that the Courthouse Oversight Committee was unaware of that transfer during its discussions of the courthouse project budget and Council Member Crescimbeni questioned whether the transfer of the art funding out of the BJP budget meant that the unified courthouse project budget actually exceeded the $350 million cap when taking the total construction cost and the now non-BJP art expenditures into account. Kerri Stewart distributed 2 spreadsheets showing BJP and non-BJP public art projects and stated that their figures match the ordinance allocations and appear to balance exactly. She explained that $867,348 remains to be expended on art for the county courthouse and noted that the art expenditures on individual buildings did not always correspond to the exact amounts of Art In Public Places revenue generated by those buildings; some shifting of overall art funding among projects did occur. Council Member Crescimbeni volunteered to review the figures with Ms. Stewart for discussion at the next meeting.

Next meeting
Complete discussion of the stormwater utility and Art in Public Places, then move on to the BJP funding status update and to review of other capital project groups.
Meeting Adjourned: 3:05 p.m.

Minutes:  Jeff Clements, Council Research Division

   11.20.14   Posted 5:00 p.m.
Tapes:
    Special CIP Committee – LSD


    11.19.14
Materials:  Special CIP Committee handouts
    11.19.14
3

