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Special CIP Committee Meeting Minutes
June 1, 2015
3:30 p.m.

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

In attendance:  Council Members Lori Boyer (Chair), Bill Gulliford, Greg Anderson
Excused: Council Member Schellenberg
Also: Phillip Peterson – Council Auditor’s Office; Juliette Williams – Legislative Services Division; Peggy Sidman – Office of General Counsel; Jeff Clements – Council Research Division;  Ronnie Belton, Joey Greive, Marc Stickney – Finance Department; Nicole Spradley – ECA
See attached attendance sheet for additional attendees.

Meeting Convened: 3:47 p.m. 
Chairwoman Boyer convened the meeting with a quorum present. The topic of the day is debt affordability criteria, to be followed next week by a Banking Fund discussion.
Debt affordability
Chairwoman Boyer distributed copies of Ordinance 2006-829-E that adopted the original debt management parameters and Ordinance Code section 110.514 – the annual debt affordability analysis requirement, noting that the original definitions referred to “unreserved, undesignated” revenues. Marc Stickney of the City Treasury noted that the total debt figure includes debt issued by the School Board since local tax revenues are pledged to both City and School Board debt, making the taxpayers responsible for funding both debt streams. Ms. Boyer saw the need to clarify the definition of what taxable value is included in the calculations and whether or not that includes all or a portion of the taxable value of the Beaches cities and Baldwin. Her preference would be to amend the definition to clarify that a portion, but not all, of the taxable value of the Beaches and Baldwin is included in the calculation.
Mr. Stickney reported that “debt service as a percentage of expenditures” includes General Fund expenditures minus the Better Jacksonville Plan and enterprise fund operations. Phillip Peterson noted the difference between the General Fund (which includes the constitutional officers, enterprise operations, the Jacksonville Journey, Better Jacksonville Plan and the like) and the General Services District (just the non-enterprise City operating departments, which may be what people typically think of as general government services). Ms. Boyer advocated for a definition of “unrestricted, undesignated reserves” that excludes items such as fair share/mobility fee revenues, tree mitigation account funds, emergency reserves and others that are not yet assigned to a project, but are restricted in their use because of their source and the intention for their use. The committee was in agreement that with regard to debt affordability the term “unreserved” does not include the City’s emergency reserve funds, that the term “undesignated” does not include funds not yet allocated to projects but that are in special revenue funds restricted to particular uses (tree mitigation, fair share/mobility fee, etc.), and that the calculations reflect the expenditures of the General Services District, not the entire General Fund. Ms. Boyer will work with appropriate parties to develop two definitions – one keyed to Moody’s Investor Services’ definition of reserves and the other keyed to the more specific City GSD definition.
With regard to calculating the 10-year pay-down of debt, Mr. Stickney said that it represents a measure of the City’s ability to pay down all of its outstanding debt (including Better Jacksonville Plan and other debt) by 50% over 10 years, which is a measure of the ability to free up additional borrowing capacity in future years. The committee discussed the need for two measures – for General Services District uses and for the overall General Fund including a wide variety of borrowing and debt service sources.
The “debt per capita” figure includes overlapping debt because School Board debt is payable by the same tax base (cumulative millage effect from both the City and School Board). Ms. Boyer will suggest to the next Council President that a discussion be held between the Council and School Board about measuring the combined debt level of the two bodies. 
Mr. Peterson said that the Council Auditor’s Office is in the midst of research on debt affordability measures used in other consolidated governments and will report at a future meeting. Ms. Boyer also asked for additional information on any debt affordability measures the School Board may be using.

Waiver of debt targets minimums and maximums
The committee discussed criteria for waivers and whether there should be increased requirements for such waivers (i.e. simple majority vote for waiving one criterion, super-majority vote for waiving two or more criteria). City Treasurer Joey Greive cautioned that forces outside the City’s control (i.e. falling property values) could adversely impact the criteria and freeze the City’s borrowing ability. Council Member Gulliford suggested that waivers of a criterion over multiple consecutive years might trigger a super-majority requirement. Teresa Eichner of the Mayor’s Office suggested that a distinction could be drawn between causes for failure to meet the criteria and that violations caused by uncontrolled circumstances (i.e. falling property values) could be exempted from the super-majority vote requirement.
Motion: amend the debt affordability criteria to permit waiver of a single criterion in a single year by a simple majority vote, and to require a super-majority vote to waive multiple criteria in one year; the effect of the waiver would be to permit new net borrowing that would otherwise be prohibited because of the violation of the criteria – approved 3-0.
Baseline debt reporting
Treasurer Joey Greive suggested an annual baseline comparing current debt outstanding with the debt affordability parameters.
Motion: the Finance Department will annually submit a report by May 31st on current debt outstanding as of April 30th, payment schedules, etc. and by July 15th each year will submit a report comparing the current debt with the debt affordability parameters and showing the effects on the parameters of more and less borrowing than the current level in $10 million bands (3 bands above and 3 bands below the current level) – approved 3-0.
Mr. Greive asked for clarification as to whether the committee wants the baseline borrowing figure to include projects authorized but not yet started for which borrowing has not yet taken place. The committee agreed that the report should include the actual debt outstanding, with another table layering on the assumed Banking Fund borrowing for projects authorized but not yet begun (50% borrowing in year 1, 25% in year 2, 15% in year 3 and 10% in year 4). Mr. Stickney explained his methodology for allocating un-borrowed authorization over multiple years. Ms. Boyer expressed a preference for reporting unused Banking Fund authorization at a 50% rate every year until borrowing actually begins. 
Next week the committee will discuss the Banking Fund and will try to review stormwater utility issues
Meeting Adjourned: 5:12 p.m.
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