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Special Committee on the JEA Agreement Meeting Minutes
August 11, 2015
2:00 p.m.

Location: Lynwood Roberts 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, Wayne Young – JEA; Sam Mousa – CAO; Mike Weinstein – CFO; Ali Shelton – Mayor’s Office
See attached sign-in sheet for additional attendees.

Meeting Convened: 2:02 p.m.
Chairman Gulliford convened the meeting and the attendees introduced themselves for the record. 
11. Legal services

CAO Sam Mousa will meet with Peggy Sidman of the General Counsel’s Office and develop a report for the next meeting.
9. Exclusivity of JEA control over utilities
Paul McElroy, CEO of the JEA, reported that the JEA negotiated with the City for its right of exclusive control over utilities within Jacksonville and the utility has the power to waive its exclusivity rights on a case-by-case basis, which it has done a very few times. In response to a question from Council Member Boyer, Mr. McElroy indicated that JEA has the power to waive its exclusivity without any City involvement. Council Member Boyer and Mr. Mousa believe that the City has a legitimate role to play in determining when service exclusivity is requested to be waived. The group discussed the process by which infrastructure provisions are made for new developments in outlying areas of the city and the fact that the City does not have much utility jurisdiction over developments that choose to go with wells and septic tanks rather than connecting to public utilities. Chairman Gulliford asked Mr. McElroy to have JEA staff do an economic analysis of what sizes of developments would be economically feasible. Mr. McElroy recounted the history of why the decision was made to give JEA the exclusive provision rights in response to the environmental problems caused by dozens of small, poorly funded, poorly run water and sewer utilities in the 1960s to 1980s.
In response to a question from Council Member Boyer, Mr. McElroy indicated that a private natural gas provider in the City believes it has the exclusive right to provide gas pursuant to its franchise agreement, a position with which both the City and JEA disagree. The committee asked the OGC to provide an opinion on whether the City has already granted exclusive utility provision rights to other providers of gas, cable TV, and other utility services that the JEA might be allowed to provide pursuant to its charter. 

7. Future distributed operations and opportunities for JEA 
Mr. McElroy explained that there are a wide variety of potential models in which the JEA might participate, ranging from direct provision of new services to consulting services for customers to assist them in making utility decisions. Ms. Boyer noted that this issue was added to the committee’s issue list because of the considerations involved in the City’s independent authorities purchasing land that comes off the tax rolls and impairs the City’s property tax revenues, operating business ventures in competition with private industry. Chairman Gulliford suggested that the City should participate in some way in the revenues the JEA derives from any alternative lines of business it may choose to engage in. Mr. McElroy briefly described the parameters of the federally-authorized PACE (Property Assessed Clean Energy) program, an energy savings mechanism that connected venture capitalists with energy efficiency equipment suppliers with contractors with property owners to generate energy efficiencies and cost savings to end users using products financed through a mechanism that places the cost of the improvements on the property’s ad valorem tax bill in a first lien position. 
He said that the issue of alternative business lines is important to JEA because of the need to diversify its revenue streams to offset the declines in water and electricity sales over the past several years and the impact of those declines on the JEA’s revenues and ability to pay the City annual contribution. The City and JEA have a vested interest in working together to solve the looming problem, particularly in the context of cost increases that will result from the imposition of new EPA carbon reduction regulations. Finance Director Mike Weinstein noted that the JEA and City should coordinate when JEA considers new product lines because the City may be asked to provide economic development incentives to companies that may be competitors in those business lines. Mr. McElroy said that the final EPA rule changed from the early version, which penalized solid fuels and substantially benefitted natural gas, to the final version that emphasizes a shift from all carbon-based fuels (oil, gas and coal) to alternative and renewable sources (wind, solar, hydrothermal, etc.).
Other issues
In response to a question from Council Member Schellenberg, Mr. McElroy explained the recent discussion by the JEA board about developing a pilot program to test potential variable rates based on electricity use at different times of day. 
Patrick Johnson, St. Johns County Attorney, addressed the committee on the subject of the amount of the JEA annual contribution to the City and its impact on St. Johns County residents. Chairman Gulliford cautioned that the City has right as the owner of the JEA to expect a fair share of revenue through the annual contribution, the franchise fee, and a reasonable return on the City’s investment in JEA’s assets.

Council Member Boyer noted that JEA has a policy of maintaining uniform rates city-wide and has also extended that policy to its operations in Nassau and St. Johns Counties so that all customers pay the same rate. She understands that this is not the policy for other utilities in the state, which charge a lower rate to urban customers where service provision costs are less and a higher rate in more rural areas where service costs are higher due to greater distances to run lines, etc. She suggested that the uniform rate policy may distribute costs in a way that contradicts the JEA’s argument that it cannot afford to provide infill infrastructure to unserved areas because it can’t ask current rate payers to subsidize the cost of the new extensions. If the cost of serving urban areas is less than serving rural areas, then the uniform rate policy may unfairly allocate costs to urban customers who are subsidizing more expensive rural customers.
The committee will meet again on August 25th.
Meeting Adjourned: 3:13 p.m.

Minutes:  Jeff Clements, Council Research Division
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