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Special Committee on the JEA Agreement Meeting Minutes - amended
September 21, 2015
2:00 p.m.

Location: Don Davis Room, 1st floor, City Hall – St. James Building; 117 West Duval Street
In attendance:  Council Members Bill Gulliford (Chair), Greg Anderson, Matt Schellenberg, Lori Boyer
Also: Kirk Sherman and Robert Campbell – Council Auditor’s Office; Peggy Sidman and Jody Brooks – Office of General Counsel; Jeff Clements – Council Research Division; Paul McElroy, Melissa Dykes and Wayne Young – JEA; Sam Mousa – CAO; Mike Weinstein – CFO; Ali Shelton – Mayor’s Office
See attached sign-in sheet for additional attendees.

Meeting Convened: 2:01 p.m.
Chairman Gulliford convened the meeting and the attendees introduced themselves for the record. 
Chief Administrative Officer Sam Mousa distributed a revised COJ Payments to JEA spreadsheet with additional columns added as requested by the committee at its last meeting. Mr. Mousa also noted that the City’s landfill permit contains a requirement that the City’s landfill leachate must be transported to the Buckman Wastewater Treatment Plan for treatment. Permit requirements can be changed. 

The committee discussed item #9 on the committee’s issues list – salaries and compensation.  The JEA handed out a document describing the utility’s Pay for Performance Program for 2015. Council Member Schellenberg requested documentation from the JEA about the last 2 years of the pay for performance system regarding budget savings, performance targets and compensation distribution. In response to a question from Council Member Boyer, JEA CEO Paul McElroy stated that savings allocable for the pay for performance system are based on total operating expenditures, excluding fuel costs. He said that the board of directors established its most recent metrics for performance in 2012 using that year’s budget as the baseline. Ms. Boyer suggested that it might be better for the JEA to benchmark its pay for performance against industry standards or Florida competitors rather than JEA’s 2012 baseline. In response to a question from Council President Anderson, Mr. McElroy stated that the utility considers its total compensation package (base pay, performance pay and benefits) in determining how best to remain competitive in the marketplace for recruiting and retaining good employees. He noted that the safety and customer satisfaction metrics are valued very highly by the JEA and incentivize those important areas.
Mr. McElroy said that he is extremely focused on keeping per unit costs as low as possible within the bounds of sound utility practice so as to forestall any cost increases for as long as possible. Chairman Gulliford noted that decisions by previous JEA leadership to delay rate increases and to increase borrowing over time proved very problematic for the utility, and suggested that net revenue may be the best metric for determining the basis for the pay for performance pool. In response to a question from Council President Anderson, Mr. McElroy reported that the JEA has a workforce committee (equivalent to employees and compensation) that reviews the pay for performance program on a periodic basis and reports its recommendations to the board. Council Member Boyer noted that the City Council has no input ability to affect the JEA’s performance metrics and questioned whether the performance targets are set at a level low enough to almost guarantee achievement of the targets and distribution of performance pay each year. The City’s only real ability to impact JEA operations is via the contract for the annual City contribution and the appointment of JEA board members, so the City relies on the JEA board to exercise independent judgment and hold management accountable for efficient operations and reasonable financial policies and practices.
Mr. McElroy noted that the performance pay pool is worth between equates to approximately 1.5% and to 5% of the utility’s operating budget salary expense and the usual expectation is a payout of 3-3.5%.

Chairman Gulliford stated that the topic for the next committee meeting will be the JEA board and its functionality, independence and relations with JEA management.

President Anderson announced his intention to introduce legislation to extend the current annual contribution agreement for additional time while the Special Committee continues its work and deliberations. 
Council Member Boyer stated that Jeff Clements of the Council Research Division has been researching how other municipal utilities in Florida fund expansion of their water and sewer systems and has found that several of the large utilities utilize operating revenues for a substantial amount of their expansion expenditures.

The committee will meet again on Tuesday, October 13th.
Meeting Adjourned: 2:50 p.m.

Minutes:  Jeff Clements, Council Research Division
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