Amended & Adopted 7/22/14


Amended 7/22/14


Introduced by the Council President at the request of the Mayor and amended by the Finance Committee:
[image: image1.wmf]2014-425.tif


RESOLUTION 2014-425-A
A RESOLUTION MAKING CERTAIN FINDINGS, AND APPROVING AND AUTHORIZING THE EXECUTION OF AN ECONOMIC DEVELOPMENT AGREEMENT BETWEEN THE CITY OF JACKSONVILLE (“CITY”) AND KRAFT FOODS GROUP, INC. (“COMPANY”), TO SUPPORT THE EXPANSION OF THE COMPANY’S OPERATIONS IN JACKSONVILLE, FLORIDA (THE “PROJECT”); AUTHORIZING A RECAPTURE ENHANCED VALUE (REV) GRANT OF $425,000; APPROVING AND AUTHORIZING EXECUTION OF DOCUMENTS BY THE MAYOR AND CORPORATION SECRETARY; AUTHORIZING APPROVAL OF TECHNICAL AMENDMENTS BY THE EXECUTIVE DIRECTOR OF THE OED; PROVIDING FOR CITY OVERSIGHT BY THE OED; TIMELINE FOR EXECUTION OF AGREEMENT BY THE COMPANY; AFFIRMING THE PROJECT’S COMPLIANCE WITH THE PUBLIC INVESTMENT POLICY ADOPTED BY RESOLUTION 2006-119-A AS AMENDED BY ORDINANCE 2012-213-E; REQUESTING TWO READING PASSAGE PURSUANT TO COUNCIL RULE 3.305; PROVIDING AN EFFECTIVE DATE.

WHEREAS, Kraft Foods Group, Inc. (the “Company”) has committed to a private capital investment of $16,000,000 to expand its operations in Jacksonville, as further described in the Project Summary attached hereto as Revised Exhibit 1, labeled as “Revised Exhibit 1, Revised Project Summary, July 15, 2014 – Finance”; and
WHEREAS, for the reasons more fully described in the Project Summary, the grant of REV Grant serves a paramount public purpose; and

WHEREAS, the City’s Office of Economic Development (“OED”) has reviewed the application submitted by the Company for community development, and, together with representatives of the City, negotiated the Economic Development Agreement and, based upon the contents of the Economic Development Agreement, has determined the Economic Development Agreement and the uses contemplated therein to be in the public interest, and has determined that the public actions and financial assistance contemplated in the Economic Development Agreement take into account and give consideration to the long-term public interests and public interest benefits to be achieved by the City; and

WHEREAS, the Company has requested the City to enter into an Economic Development Agreement in substantially the form placed Revised On File with the Legislative Services Division; now therefore,
BE IT RESOLVED by the Council of the City of Jacksonville:

Section 1. 
Findings. It is hereby ascertained, determined, found and declared as follows:

(a) The recitals set forth herein are true and correct.

(b) The location of the Company’s project in Jacksonville, Florida, (“Project”) is more particularly described in the Economic Development Agreement.  The Project will promote and further the public and municipal purposes of the City. 

(c) Enhancement of the City's tax base and revenues, are matters of State and City policy and State and City concern in order that the State and its counties and municipalities, including the City, shall not continue to be endangered by unemployment, underemployment, economic recession, poverty, crime and disease, and consume an excessive proportion of the State and City revenues because of the extra services required for police, fire, accident, health care, elderly care, charity care, hospitalization, public housing and housing assistance, and other forms of public protection, services and facilities.

(d) The provision of the City's assistance as identified in the Economic Development Agreement is necessary and appropriate to make the Project feasible; and the City's assistance is reasonable and not excessive, taking into account the needs of the Company to make the Project economically and financially feasible, and the extent of the public benefits expected to be derived from the Project, and taking into account all other forms of assistance available.

(e) The Company is qualified to carry out and complete the construction and equipping of the Project, in accordance with the Economic Development Agreement.

(f) The authorizations provided by this Resolution are for public uses and purposes for which the City may use its powers as a county, municipality and as a political subdivision of the State of Florida and may expend public funds, and the necessity in the public interest for the provisions herein enacted is hereby declared as a matter of legislative determination.

(g) This Resolution is adopted pursuant to the provisions of Chapters 163, 166 and 125, Florida Statutes, as amended, the City’s Charter, and other applicable provisions of law.
Section 2. 
Economic Development Agreement Approved.
There is hereby approved, and the Mayor and Corporation Secretary are authorized to enter into an Economic Development Agreement (“Agreement”) between the City and the Company, substantially in the form dated July 7, 2014 and placed Revised On File with the Legislative Services Division (with such “technical” changes as herein authorized), for the purpose of implementing the recommendations of the OED, as are further described in the Project Summary attached hereto as Revised Exhibit 1, labeled as “Revised Exhibit 1, Revised Project Summary, July 15, 2014 – Finance”.  

The Agreement may include such additions, deletions and changes as may be reasonable, necessary and incidental for carrying out the purposes thereof, as may be acceptable to the Mayor, or his designee, with such inclusion and acceptance being evidenced by execution of the Agreement by the Mayor or his designee.  No modification to the Agreement may increase the financial obligations or the liability to the City and any such modification shall be technical only and shall be subject to appropriate legal review and approval of the General Counsel, or his or her designee, and all other appropriate action required by law (“technical” is herein defined as including, but not limited to, changes in legal descriptions and surveys, descriptions of infrastructure improvements and/or any road project, ingress and egress, easements and rights of way, design standards, access and site plan, which have no financial impact).

Section 3. 
Payment of REV Grant.

(a) The REV Grant shall not be deemed to constitute a debt, liability, or obligation of the City or of the State of Florida or any political subdivision thereof within the meaning of any constitutional or statutory limitation, or a pledge of the faith and credit or taxing power of the City or of the State of Florida or any political subdivision thereof, but shall be payable solely from the funds provided therefor as provided in this Section.  The Economic Development Agreement shall contain a statement to the effect that the City shall not be obligated to pay any installment of its financial assistance to the Developer except from the non-ad valorem revenues or other legally available funds provided for that purpose, that neither the faith and credit nor the taxing power of the City or of the State of Florida or any political subdivision thereof is pledged to the payment of any portion of such financial assistance, and that the Developer, or any person, firm or entity claiming by, through or under the Developer, or any other person whomsoever, shall never have any right, directly or indirectly, to compel the exercise of the ad valorem taxing power of the City or of the State of Florida or any political subdivision thereof for the payment of any portion of such financial assistance.

(b) The Mayor, or his designee, is hereby authorized to and shall disburse the annual installments of the REV Grant as provided in this Section in accordance with this Resolution and the Economic Development Agreement.

Section 4. 
Designation of Authorized Official/OED Contract Monitor.  The Mayor is designated as the authorized official of the City for the purpose of executing and delivering any contracts, notes and documents and furnishing such information, data and documents for the Agreement as may be required and otherwise to act as the authorized official of the City in connection with the Agreement, and is further authorized to designate one or more other officials of the City to exercise any of the foregoing authorizations and to furnish or cause to be furnished such information and take or cause to be taken such action as may be necessary to enable the City to implement the Agreement according to its terms.  The OED is hereby required to administer and monitor the Agreement and to handle the City's responsibilities thereunder, including the City's responsibilities under the Agreement working with and supported by all relevant City departments.
Section 5.  
Further Authorizations.  The Mayor, or his designee, and the Corporation Secretary, are hereby authorized to execute the Agreement and all other contracts and documents and otherwise take all necessary action in connection therewith and herewith. The Executive Director of the OED, as contract administrator, is authorized to negotiate and execute all necessary changes and amendments to the Agreement and other contracts and documents, to effectuate the purposes of this Resolution, without further Council action, provided such changes and amendments are limited to amendments that are technical in nature (as described in Section 2 hereof) and further provided that all such amendments shall be subject to appropriate legal review and approval by the General Counsel, or his or her designee, and all other appropriate official action required by law.  
Section 6.    
Oversight Department.
The OED shall oversee the project described herein.  
Section 7.  
Execution of the Agreement. If the Agreement approved by this Resolution has not been signed by the Company within ninety (90) days after the OED delivers or mails the unexecuted Agreement to the Company for execution, then the City Council approval of the Project and authorization for the Mayor to execute the Agreement is automatically revoked, provided however, that the Executive Director of the OED shall have the authority to extend such ninety (90) day period in writing at his discretion for up to an additional ninety (90) days.

Section 8.   
Public Investment Policy. This Resolution conforms to the guidelines provided in the Public Investment Policy adopted by City Council Resolution 2006-119-A, as amended by Ordinance 2012-213-E.

Section 9.   
Requesting Two Reading Passage Pursuant to Council Rule 3.305.  Two reading passage of this legislation is requested, as the maximum City-provided investment from all City resources exceeds $300,000 and the Project conforms to the Public Investment Policy as set forth in Section 8 herein.
Section 10. Effective Date.   This Resolution 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: John C. Sawyer, Jr.
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OFFICE OF ECONOMIC DEVELOPMENT
OFFICE OF MAYOR ALVIN BROWN
JACKSONVILLE, FL

MEMORANDUM

TO: Theodore N. Carter
Executive Director

THROUGH: Paul Crawford
Deputy Director

FROM: Joe Whitaker
Business Development Project Manager

SUBJECT: Incentive Summary Project Coffee (CONFIDENTIAL)

DATE: Revised July 7, 2014

Company: Kraft Foods Group, Inc. (Kraft)

Three Lakes Drive

Northfield, IL 60093-2753
Background Kraft Foods Group, Inc. (Kraft) was founded in 1903 and is headquartered in
Northfield, IIL It is one of North America’s largest consumer packaged food and beverage
companies | ywth annual revenues of more than $18 billion. Kraft operates over 35
manufacturing facilities and more than 30 distribution centers in the United States and Canada
and has a'pproxmately 22,500 employees in North America. Kraft is a publically traded
company Ilsted on the NASDAQ Exchange symbol (KRFT) currently trades in the range of
$50.54 - $59 56 per share. Current price is $58.67 per share and has a market cap of $34.9
billion.  Kraft's Beverages business currently has a coffee roasting and packaging facility in
downtown 'Jacksonwlle with 227 employees located at 735 E. Bay Street within Jacksonville’s
Enterprise 'Zone and the Northbank Downtown Community Redevelopment Area. The
Jacksonville; |coffee facility comprising 390,000 square feet of building improvements is located
on 8.6 acres of property. The project site is located within City Council District 7 and Census
Tract (201991 10.00.

Kraft is beir'wg represented by the Deloitte Tax, LLP, Atlanta office to evaluate the Jacksonville
coffee plant for expansion. There are two Kraft-owned coffee roasting plants located in the US:
Jacksonvnlle| FL and San Leandro, California. However, Kraft operates numerous packaging
facilities W|th|n the US. The Jacksonville Kraft facility competes with other facilities in the
Beverage busmess unit for expansion projects. Each business unit competes for limited funds
to maintain and expand its operations. Incentives play an important role in assessing not only
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the current proposed project, but also future investments in Jacksonville. The plants competing .
for this project include Jacksonville, FL, San Leandro, CA and a facility in Allentown, PA.

The project under consideration is a two phase project. Phase I is the addition of a new coffee
line costing $7 million. Phase II is the addition of a new bag line at a cost of $9 million.
Collectively the project will result in the investment of approximately $16 million for the
purchase of manufacturing equipment and result in the creation of 10 new full-time jobs
providing an annual salary of $57,400 each per year plus benefits valued at an additional
$36,200 per year for a total of $93,600. New annual payroll after both phases become
operational in 2016 will total $936,000.

To assist Kraft to expand in Jacksonville will require financial assistance from the City of
Jacksonville. The average annual wage of the new jobs at $57,400 is 124% of the Duval
County average wage of $46,374. The increased private capital investment totaling $16 million
in tangible property purchases will increase the county ad valorem tax base over the useful life
of the assets and meets the existing Public Investment Policy guidelines.

The financial assistance proposed to support the Kraft expansion in Jacksonville at its current
location is a City of Jacksonville Recaptured Enhanced Revenue (REV) Grant up to 50% of the
incremental increase in the county portion of ad valorem taxes generated from their proposed
private capital investment of up to $16 million for seven (7) years not to exceed $425,000.

The proposed City of Jacksonville REV Grant incentive is a material factor in assisting Kraft to
expand its manufacturing capacity at Jacksonville within the Enterprise Zone and North Bank of
downtown. The REV Grant proposed at 50% for seven (7) years is within the guidelines of City
of Jacksonville Public Investment Policy. No waiver of the Public Investment Policy is required.

Project Ratid‘male & Benefits:

# of Jobs To Be Capital Investment Intangibles
Created And Or Retained
Retain 227 'jobs @ $57,400 Up to $16.0 Million Annual payroll retained totals $13
average plus benefits million valued at $91 million over the
payout period of 7 years; and
Expansion will create 10 new Generates a new $574,000 annual
jobs @ $57;400 average plus payroll valued at $4.3 million over the
benefits . _payout period of 7 years; and
New taxes from $16 million private
capital investment over 7 vyears,

generates $854,748; Net Revenue
generated less REV Grant totals
$429,748 to downtown TIF

| Suppoerts a Jacksonville’s objective of
Il assisting a Target Industry Business
! (Manufacturing) expand.
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1. Supporting Kraft Foods Group, Inc. expansion in Jacksonville will increase the
tax base of the City of Jacksonville. County portion of ad valorem taxes generated
from their proposed $16 million private capital investment from years 2015 — 2034 totals
$1,019,775. Estimated revenue generated over the seven year REV_Grant

payout period is $854,748. REV Grant payout is estimated to be up to $425,000.
Net ad valorem tax revenue generated for the Northbank Tax Increment District over

the seven year payout totals $429,748.

2. Supporting Kraft’'s manufacturing expansion in Jacksonville creates semi-
skilled jobs within a target industry in the community. Kraft will create 10 new
full-time manufacturing jobs. The average wage of the new jobs to be created is
$57,400 plus benefits valued at $36,200 for a total of $93,600. The average wage of
$57,400 is 124% of the Duval County average wage. Annual payroll including benefits
of the new jobs is estimated to be $936,000. Payroll generated over the life of the
agreement for the new jobs totals $7 million,

3. Supporting Kraft's expansion in Jacksonville encourages new private capital
investment in Jacksonville. The company proposes to invest up to $16 million in
manufacturing equipment. The project will result in an increase in the county ad
valorem tax base of $1,019,775 over the 20 year tax schedule period and provide
$658,466 to support Duval County Schools.

Project Incentives:

The City of Jacksonville:
The City of Jacksonville Recaptured Enhanced Value (REV) Grant proposed totals up to
$425)000. The proposed REV Grant is to be paid out over seven years equal to 50% of
the n;cremental increase in the county portion of ad valorem taxes generated from the
private capital investment in tangible personal property for seven years after the new
private capital investment is placed on the tax roll. The REV Grant proposed does not
require a waiver of the City of Jacksonville Public Investment Policy.

Basecili|upon the tax schedule the Kraft expansion in Jacksonville will result in a net
increase in ad valorem taxes over the seven year incentive period totallng $429,748 and
over the 20 year tax schedule will total $594,775.

The P roposed expansion of Kraft in Jacksonville is important for the following reasons:
4
« iy City retains and supports the expansion of a target industry business (food and
', beverage manufacturing) in Jacksonville; and

Company proposes to create 10 new full-time economic based jobs generating
IIan annual payroll of $936,000 and over the life of the incentive payout period
i generates a total payroll of $7,020,000. New payroll leveraged against REV

Grant incentive totals $16.52:$1; and

For every $1 provided in Rev Grant Assistance the company will invest $37.65 in
Hnew taxable private capital investment.

!
i
i!
it
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o Company will retain 227 existing full-time jobs generating an annual payroll of
$12.4 million and over the life of the incentive payout retains a payroll of an
additional $87 million for a grand total-of $94 million in payroll; and

¢ Company proposes to invest at least $16 million in tangible personal property
within Jacksonville’s Enterprise Zone and Northbank downtown tax increment
district generating over $855,000 in new tax revenue over the 7 year incentive
period resulting in a net increase in taxes of $594,775 within the TIF including
$658,000 in new taxes to the Duval County School System.

e Supporting an existing business in the community like Kraft, a leading
manufacturer of consumer packaged food and beverages, is good business.
Supporting a publically traded company like Kraft that manufactures consumable
products with great brand names will keep Jacksonville on its radar for future
investments.

We request approval to file this economic development legislation for the reasons cited above
utilizing a two reading process at the earliest date once Kraft has authorized us to proceed on
their behalf. Please contact Joe Whitaker at 630-1624 if you have any questions regarding this
project.

cc: 1. Kelne
A. Wallace
G. Parolla
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