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Special Committee on the JEA Agreement Meeting Minutes
September 8, 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, Anna Lopez Brosche, John Crescimbeni
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 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. 
The committee reviewed the list of 13 discussion items developed at prior meetings.

#6 JEA real estate assets

JEA CEO Paul McElroy stated that when the transaction for sale of the former Southside Generating Station property occurs, the JEA will book $18 million in revenue to offset $26 million in remediation expenses already incurred on that property.  The transaction will create an $8 million loss on the utility’s income statement after the revenue offsets a portion of the accrued expenses. The remaining mitigation costs on the property will be transferred to the purchaser. In response to a question, Mr. McElroy stated that the JEA needs City Council approval to dispose of property for 10% or more less than appraised value or to dispose of property worth more than 10% of JEA’s total appraised value. 
#7 Infrastructure expansion policies
Mr. McElroy stated that at present the JEA’s only expansion plans are to address new growth and to maintain and rehabilitate existing systems; there are no plans to do infill expansion. In response to a question from Council Member Boyer he stated that the electric system expands by means of cooperative efforts with private developers, with the JEA supplying transmission lines and transformers to newly developing areas pursuant to state PSC regulations and standards. The process for water and sewer is very different with no equivalent requirement to serve and a very different cost recovery mechanism. Ms. Boyer prefers that the Office of General Counsel prepare a white paper on electric and water and sewer expansion policies and mandates. She is particularly interested in a comparison between the PSC mandate to provide electric service as a result of its exclusive provider right and the City’s grant of an exclusive right to provide water and sewer service to the JEA and whether that creates any sort of service mandate. Council Member Crescimbeni is interested in historical perspective on why the state laws and PSC policies appear to be so different for the two types of utilities. Assistant General Counsel Jody Brooks will have a report at the next meeting, if not the completed white paper. Ms. Boyer is interested in exploring to what degree the City could require the JEA to make its annual contribution in the form of in-kind utility installations rather than a cash contribution. Mr. McElroy cautioned that while Florida law does not limit the amount of contribution a local government may exact from its municipal utility, the amount of the contribution affects the utility’s rates which in turn affect the Jacksonville area’s competitiveness in the economic development arena concerning utility costs versus states that do limit utilities’ contributions to their governments. Ms. Boyer requested that the Council Research Division do some research on how water and sewer extensions are financed and performed in other jurisdictions.
#9 Salaries and compensation

Council Member Schellenberg requested detailed information on the performance metrics that justified the JEA performance pay bonuses recently reported in the newspapers.

#8 JEA service charges to the City of Jacksonville
City CAO Sam Mousa distributed and discussed a spreadsheet providing 5 years of information on JEA charges to the City for electricity (for City buildings, street lights, traffic signals, etc.), chilled water service for downtown buildings, landfill leachate disposal, septic tank phase-outs and BMAP (basin management action plan) water quality credits. Ms. Boyer asked for an additional column showing the FY15-16 proposed budget figures for each of the listed services. In response to a question from Chairman Gulliford about whether the City is legally obligated to send its landfill leachate to a JEA treatment plant, Robert Campbell of the Council Auditor’s Office said that the City is exploring other disposal options including an experimental method mixing leachate with other substances and using the resulting product as daily landfill cover. Chairman Gulliford suggested that the Beaches cities have excess capacity in their wastewater treatment plants and may be able to offer the City a competitive price for the treatment compared to the JEA’s price. The committee requested Mr. Campbell to provide information on the source of the increases in the City’s payments to JEA in FY15 for electricity and chilled water.
Ms. Boyer suggested the advisability of exploring a provision in the future annual contribution agreement to provide a mechanism to offset City utility charges against the annual contribution amount so as to avoid a situation where the two entities might be incentivized to increase their charges to each other. In response to a question from the Chairman, Mr. McElroy briefly outlined the economic rationale for the chilled water system and how it saves costs to the facilities it serves. He stated that JEA’s return on its investment in the chilled water system is very small; the utility got into the business largely because it reduced the construction cost of several large City buildings (courthouse, arena) by shifting the costs of heating and cooling from the City’s construction budget to the JEA’s books. He also stated that the JEA is interested in expanding the service to private buildings if conditions warrant.  Mr. Mousa stated that the City is also interested in additional customers using the chilled water system which will reduce the City’s costs for that service.
Mr. McElroy apologized to the committee for the misunderstandings that occurred during the change-over of mayoral administrations regarding the change in the cost of streetlights to the City; the JEA recognizes the need for better communication with the City on this and similar issues in the future. Ms. Boyer questioned the difference in capital cost allocations between the City and JEA for installation of different types of streetlights (standard “cobra head” versus decorative historic-style fixtures) and whether that difference sets any precedent for how capital costs for water and sewer facilities are shared.
Council President Anderson questioned whether some of the JEA agreements, MOUs, etc. could be combined into a single document for simplicity’s sake. Chairman Gulliford invited the Council Auditor to make any comments or recommendations on proposals he’d like to see in the interlocal agreement between the City and JEA.
The committee will meet again on Monday, September 21st.
Meeting Adjourned: 3:16 p.m.

Minutes:  Jeff Clements, Council Research Division
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