Amended & Enacted 6/24/14

Introduced by Council President Gulliford and amended by the Rules Committee:
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ORDINANCE 2014-409-E
AN ORDINANCE APPROPRIATING $13,436,410 FROM THE Miscellaneous REVENUE account to SPecial council contingency – Capital projects for future APPROPRIATION BY cOUNCIL; AMENDING ORDINANCE 2014-295-E; REQUESTING EMERGENCY PASSAGE UPON INTRODUCTION; PROVIDING AN EFFECTIVE DATE.


BE IT ORDAINED by the Council of the City of Jacksonville: 

Section 1.  
Appropriation.  For the 2013-2014 fiscal year, within the City’s budget, there are hereby appropriated the indicated sum(s) from the account(s) listed in subsection (a) to the account(s) listed in subsection (b):


(a)
Appropriated from:



Miscellaneous Revenue



JXSF011TL – 36910




$13,436,410
(b) Appropriated to:

Special Council Contingency – Capital Projects


JXRS011CCOR





$13,436,410

Section 2. 
Purpose.  The purpose of this appropriation is to place funds into the Special Council Contingency – Capital Projects for future appropriation.   

Section 3.

Amending Ordinance 2014-295-E. In 2014-295-E, the Council intended for the money to be comingled in the general fund and lose their identity.  Upon deposit, the funds were still identified as “Shipyards/Landmar/Trilegacy Settlement,” which does not allow the funds to lose their identity. Attached hereto as Exhibit 1 is a copy of the Bond Counsel letter dated June 13, 2014.


Section 4. 
Requesting emergency passage upon introduction pursuant to Council Rule 4.901 Emergency. Emergency passage upon introduction of this legislation is requested. The nature of the emergency is to secure the funds for proper deliberation by Council.  

Section 5.

Effective Date. This ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature. 

Form Approved:

__/s/ Paige Hobbs Johnston
Office of General Counsel

Legislation Prepared By: Paige H. Johnston
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Memorandum

TO: Council President Bill Gulliford
FROM: Jéan E. Wilson, Esquire

CC: Jason Gabriel, Esquire
Peggy Sidman, Esquire
Lawsikia Hodges, Esquire

DATE: June 13,2014

RE: Jacksonville Shipyards Project - Tax Restrictions on Use of Bankruptcy Settlement
Funds

The following is in response to your request for further guidance in connection with our
prior memoranda to staff of the City of Jacksonville, Florida (the "City") dated April 18, 2014
and May 8, 2014 relating to the applicable tax restrictions on the use of the settlement funds
received as:a result of claims made by the City in a bankruptcy case involving the "Jacksonville
Shipyards Project" (the "Shipyards Project"). While there remain questions as to whether the
settlement ‘ﬁmds are subject to tax restrictions, we recommended to the City that the most

conservative approach is to treat all such amounts as unexpected investment proceeds of the

bond issuelffto which they relate (the City's $46,735,000 Excise Taxes Revenue Bonds, Series

2001B (thg| "Series 2001B ET Bonds") which were refunded by a portion of the City's

0 Special Revenue Refunding Bonds, Series 2012C (the "Series 2012C Bonds")) and

O—=0z

$183,980,0

to apply the amounts to costs to which unexpected investment proceeds of such bond issue may

be.applied for federal income tax purposes, as described in our prior memoranda.
-
|

Youhave inquired as to whether there are any restrictions on the use of the settlement

funds either by time, amount or purpose so long as the expenditure is for a governmental

purpose. /l\‘s we discussed during our telephone conference yesterday, the essence of the advice
t

ORL 298846155v1
Exhibit 1

Page 1 of 3
contained in prior memoranda is that the City can elect to spend the settlement funds to pay the
debt service on the Series 2012C Bonds or pay costs related to the Shipyard Project. However,
since the Shipyards Project has been dormant for a number of years, it is unlikely that there any
additional capital costs related to the Shipyard Project to be funded. As such, since these were
unexpected proceeds, the City could elect to repurpose the settlement funds to fund other capital
assets which are governmental in nature, subject to bond counsel review to confirm that such
capital projects meet all of the applicable requirements under the tax code.

In order to provide the City with greater flexibility, our prior memoranda advised that the
City could alternatively invoke a special tax rule (Treasury Regulation §1.148-6(d)(6)) by
depositing the settlement funds in a comingled fund in which general tax and other revenue of
the City are maintained (e.g. the General Fund) and then spend a like amount from the General
Fund on governmental expenditures of the (;ity paid to third parties within six months-of the date
the moneys were commingled into the General Fund. As we discussed, in order to take
advantage of this special tax rule, the settlement funds must be truly commingled into the
General Fund and not be identifiable with the Shipyard Project or the settlement funds from the

bankruptcy|case. Once the City has fully complied with the requirements of this special tax rule,

the settlemcie!nt funds will be deemed to have been spent for tax purposes and moneys remaining
in the General Fund can then be spent without any further tax limitations or restrictions with

respect to t!i}:ne, amount or purpose. However, given that the Shipyards Project and the bond
|
issue whicly‘originally funded the Shipyards Project were the subject of a prior [RS audit and

voluntary cpmpliance agreement with the IRS, the City should take care so that nothing is done

with the se'litjlement funds (before or after complying with this special tax rule) which would

incent the IR?S to further investigate the Shipyards Project or the related bond issue, including the
}

I
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establishment of reserve accounts which could be related to or tracked to any portion of the
settlement funds.
I trust that the foregoing has been responsive to your queries, however, if you should

have any additional questions or if you wish to discuss this matter in more detail, please do not

hesitate to contact me.
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