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FINANCE ECONOMIC INCENTIVES SUBCOMMITTEE MEETING MINUTES

April 22, 2014
10:00 a.m.
City Council Conference Room A
Suite 425, City Hall

117 West Duval Street

Attendance:  Council Members John Crescimbeni (Chair), Greg Anderson, Matt Schellenberg 

Also: Council Members Lori Boyer, Warren Jones
See attached sign-in sheet for additional attendees.
The Chairman called the meeting to order at 10:02 p.m. and all attendees introduced themselves for the record. 
JEA presentation
Paul McElroy, CEO of JEA, made a PowerPoint presentation outlining Florida’s utility regulatory regime and the JEA’s rates and finances. He stated that the Florida Public Service Commission approves JEA’s rate structure, but not its specific rate amounts, unlike the rate control the PSC has over Florida’s investor owned utilities. The PSC does require that municipal-owned utility rates must comport with the utility’s Cost-of-Service study and must be equitable across customer classes (no price discrimination among classes and no subsidization of one class by another). The PSC did allow the investor owned utilities to do limited negotiated pricing in the 1990s when retail electric deregulation was being discussed but very little, if any, is being done in the current environment since the deregulation movement faded. Mr. McElroy said that JEA’s retail electric rates were very similar to Florida Power and Light’s rates for many years, then FPL became substantially less expensive in the last 5-6 years because of its greater reliance on natural gas as a fuel source, the price of which has been extremely favorable in recent years, and because of JEA’s debt service costs to cover its substantial debt level.
The JEA does offer a 25% discount to very large power users who are willing to allow the JEA to decrease their power supply on short notice if needed to meet a system-wide power emergency (such as very high usage during a summer heat wave). Approximately 30 companies accounting for7% of JEA’s power consumption receive the discount in return for the on-demand shutdown option. JEA is looking at a new incentive for high load companies who have very steady power consumption patterns and who generate considerable new jobs. The utility doesn’t think it makes sense to incentivize large power users that don’t generate many jobs (i.e. data server farms), but several committee members and Ted Carter of the Office of Economic Development said that the spinoff effects of having large capacity server farm might make Jacksonville attractive to high tech companies with large data needs, and that might be where the job creation takes place.
Mr. McElroy stated that power markets and pricing policies vary widely around the U.S. depending on the available fuel sources in different parts of the country (solar, hydroelectric, nuclear, fossil fuels) and on state regulatory systems, so rate comparisons among cities are not entirely informative. Electric rates vary widely across the Southeast and providers in Georgia and Alabama can offer many more discounts to different customer classes then utilities in Florida can provide. Florida has traditionally had a pricing structure that favored residential development rather than manufacturing, which plays a part in Florida being less competitive than other states for large manufacturing plants. Florida Power and Duke Power have an advantage over other utilities in the Southeast because of their legacy nuclear power plants, which are still producing fairly low-cost power for decades after their originally anticipated life spans.
The committee asked Mr. McElroy to expand the comparative rate charts he provided to show the taxes and franchise fees that apply in other jurisdictions so that they can have a true comparison of costs to consumers at varying consumption levels. Council Member Crescimbeni asked Deputy General Counsel Peggy Sidman to research what, if any, utility fees the City may waive for any class of users. Joe Whitaker of the Office of Economic Development recalled that the City had waived a portion of the utility service tax for the Anchor Glass Company some years ago when the company was considering moving its operations out of Jacksonville. Mr. McElroy said that it is very uncertain what will happen to utility rates when the federal government (EPA) makes its ruling on the limitation of CO2 emissions. If coal is virtually eliminated from the power generation picture because of air quality regulations, the it can be expected that natural gas prices will climb because of the lack of competitive alternative for power generation. He also noted that the impact of the City’s electric franchise fee falls disproportionately on big commercial users and poor residential customers.
Council Member Lori Boyer recounted the situation of a small business in her district which saw its flood insurance premium nearly quadruple with the recent change in the federal flood plain maps. She said that the City has spent many millions of dollars on stormwater management systems (e.g. the stormwater pumping system in San Marco) that may not be taken into account by the flood insurance program in assessing actual flooding risk. She wondered if it might be possible for the City to provide a business incentive, of sorts, in the form of assistance in paying the flood insurance premium or of convincing the rating agency or insurance companies that the probability of destructive flooding is actually less than might be indicated by the flood plain maps because of the remediation efforts already taken.
There being no further business, the agenda meeting was adjourned at 10:57 p.m.
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