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Report of the Special Committee on the Future of JEA

1. The Special Committee

The entity that eventually became the Special Committee on the Future of JEA was created in response to
activities by the JEA Board that generated interest and concern in the community about the future of the
utility. At his last meeting before leaving the board in November 2017, outgoing Board Chairman Tom
Petway suggested that the time was right for the JEA to consider whether the services and financial
benefits derived from a privatization of JEA would better serve its customers and the citizens of
Jacksonville. New Board Chairman Alan Howard subsequently requested that JEA management engage a
qualified firm to appraise the value of JEA’s constituent utilities — electric, water/wastewater, and district
eeeling energy. Public Financial Management (PFM) was engaged by JEA to prepare such a report, which
delivered a draft copy to JEA Board members, City Council members and the Mayor’s administration on
February 2nd. The final report was delivered by PFM on February 14, 2018 at a Special Council Meeting
with some members of the JEA Board also in attendance.

On February 20", City Council President Anna Lopez Brosche created the Special Committee on the
Potential Sale of JEA with 5 members (Council Members John Crescimbeni (Chair), Danny Becton, Anna
Lopez Brosche, Garrett Dennis and Joyce Morgan). The committee was charged with 4 tasks:
e Understand all aspects and implications (who, what, when, where, and why) of a potential sale of
JEA, and the roles that various parties to such a potential sale will play in the process.
e Conduct necessary meetings and hearings to gather the relevant facts the entire City Council
should consider in its decision(s) related to a potential sale of JEA.
e Offer monthly (or more frequent, as necessary) updates as to the progress of this work to the City
Council at its regular meetings.
e Make recommendations to ensure a transparent and open process for the citizens of Jacksonville
as to the consideration of a potential sale of JEA.

The Special Committee did not have a final reporting deadline, but was requested to make a status report
at the June 26, 2018 City Council meeting, the last meeting before the end of Council Member Brosche’s
term as Council President.

In one of its first actions, the Special Committee considered an offer by the Jessie Ball duPont Fund to assist
the Council in its study of JEA-related issues by funding the services of a consultant to the Special
Committee. A subcommittee of the Special Committee met with the duPont Fund’s President and
developed a scope of services document and list of preferred consultant qualifications. The duPont Fund
eventually determined that it would contract with the consultant directly and commission their work on
behalf of the City rather than provide funding to the City to hire the consultant through its procurement
process.

The Special Committee on the Potential Sale of JEA met seven 7 times during March and April of 2018. At
the March 27" City Council meeting (revised committee charge memo issued April 19") the Council
President changed the name of the committee to the Special Committee on the Future of JEA and
expanded its membership to include all City Council members — Greg Anderson, Danny Becton, Anna Lopez
Brosche, Katrina Brown, Reggie Brown, Aaron Bowman, Lori Boyer, Doyle Carter, John Crescimbeni, Garrett
Dennis, Al Ferraro, Reggie Gaffney, Bill Gulliford, Tommy Hazouri, Jim Love, Joyce Morgan, Sam Newby,



Matt Schellenberg, Scott Wilson - with Council Member Crescimbeni continuing as Chairman. The charge of
the committee was changed to 2 items:

e Understand JEA’s role in the consolidated government, contributions to the City of Jacksonville,
governance practices, and future in the context of both changing technology and regulatory
environment.

e Conduct necessary meetings and hearings to gather the relevant facts the entire City Council
should consider in its responsibility to represent the citizens and taxpayers of the City of
Jacksonville.

The revamped Special Committee met an additional six_6 times from April through late June and issued its
final report on June 27th. A full record of the committee’s meetings (including minutes and verbatim
transcripts) and links to all of the presentations, handouts, studies, and other documentation provided to
the committee is available on the City Council’s website at http://www.coj.net/city-council/standing-
committees/special-committee-on-the-future-of-jea.

2. About JEA

The entity now known as JEA had its origins in 1893 when the citizens of Jacksonville approved a
referendum to issue bonds to fund the construction of a city electric generating plant. The City of
lacksonville operated an Electric Department for 70 years. -thes During this time the electric operation
was managed briefly by a Board of Bond Trustees and then by the City Commission. A substantial portion of
the utility’s net revenues were transferred to the City’s general operating fund, constituting a major
funding source for the city budget. When city/county consolidation was approved by the voters in 1967 the
new City Charter provided for the creation of an independent Jacksonville Electric Authority governed by a
7-member board appointed by the Mayor and confirmed by City Council. In 1997 the City transferred its
water and sewer utility operations to the JEA to achieve better operational efficiency and to take
advantage of economies of scale. The JEA has since expanded into an additional business line by
constructing three “district energy” plants in downtown Jacksonville in the early 2000s to provide chilled
water to serve the air conditioning needs of nearby buildings. One plant downtown serves City Hall, the
county courthouse, the main library and its parking garage, City Hall Annex, State Attorney’s Office and the
JEA headquarters. A second plant in the Sports Complex serves the Veterans Memorial Arena and Baseball
Grounds. The third plant in Springfield serves the UF Health Jacksonville hospital complex, the UF Proton
Beam facility and UF College of Medicine.

JEA is currently the seventh largest municipal utility in the country, serving 458,000 electric customers,
344,000 water customers, 267,000 sewer customers and 10,000 reclaimed water customers (JEA 2017
Report to Customers). The electric operation covers 900 square miles of territory through 745 miles of
transmission lines and 6,800 miles of distribution lines, and sold 13.9 million megawatt hours of power in
2017. The water operation covers 655 miles of territory with water drawn from 137 wells, treated at 37
water plants, distributed through 4,700 miles of distribution pipes, and delivered over 43 billion gallons to
customers in 2017. The sewer operation covers 680 square miles of territory with 4,000 miles of collection
mains transporting wastewater to 11 treatment plants, and treated over 30 billion gallons of wastewater in
2017. JEA’s operating revenues and expenses by-business-unit for the fiscal gquarter year ending Mareh-31;
2048 September 30, 2017 are attached as Exhibit A.

JEA’s owned electric generating capacity is 3,090 megawatts spread over 7 plants. 67% of its generating
capacity is fueled by natural gas (Kennedy Generating Station, Northside Unit 3, Brandy Branch, Greenland
Energy Center), 25% is solid fueled (Northside Units 1 and 2, Plant Scherer), and 8% other (Northside oil,



solar farms, landfill methane gas). The utility has 12 purchased power agreements in force (nine (9)
operational for 258.6 megawatts, and three (3) under construction for 212 megawatts) and has agreements
pending for five (5) additional privately owned solar generating plants (totaling 250 megawatts). JEA’s next
generation capacity expansion will take the form of the five (5) private solar plants, the eventual addition of
gas-fired capacity at the Greenland Road plant on the Southside [and the installation of a gas-fired unit at
the SIRPP site after the current plant is demolished and the site cleared?]. (See attached Exhibits B and C)
JEA and Florida Power and Light recently made a joint decision to decommission and demolish the solid-
fueled (coal/petroleum coke) St. Johns River Power Park (SIRPP) on Jacksonville’s Northside (see Section 5
below).

While the JEA’s number of customers has steadily increased over the years, the utility’s volume of sales on
both the electric and water sides has leveled off or decreased in recent years. JEA has experienced actual
declines in both electric and water sales from their peaks in 2006 and 2007 (respectively) to 2016 —a 10%
decline from peak in electric sales and a 14% decrease in water sales. Electric sales peaked in 2006,
declined through 2013, and increased slightly through 2017. The decline and subsequent leveling off of
sales is largely attributable to the increased use of energy-efficient appliances and better energy efficiency
in building construction, along with the effects of the economic recession in 2008-09. Water sales peaked in
2007, declined steadily through 2014, and have resumed a slight growth trend. The decline in water usage
is largely attributable to increased emphasis in recent years on water conservation practices to preserve
the potable water supply and on more water-efficient appliances. (See attached Exhibits D and E)

The JEA contributes, in several forms, a substantial portion of the City of Jacksonville’s General Fund budget
each year. The largest portion comes from the JEA’s annual contribution to the City, the amount of which is
negotiated between the City and JEA on a typically 5-year basis. For many years the contribution has been
set at the greater of either a figure arrived at by multiplying a millage rate by JEA’s actual electric and water
sales amounts, or a contractually agreed upon minimum increase over the previous year’s contribution. The
electric-based contribution to the City has increased from $25.7 million in fiscal year 1978-79 to $92.3
million in FY2016-17; the water-based contribution has increased from $9.5 million in FY97-98 (the first year
after the transfer of water and sewer operations to JEA) to $23.6 million in FY2016-17. (See Exhibit F) The
JEA annual contribution increased each year from FY2004-05 through FY2015-16 as a result of the minimum
guaranteed increase. As a result of a newly negotiated agreement between the City and JEA that reduced
the guaranteed minimum annual increase from $2.5 million to a 1% increase over specific base year
amounts set for each of the five (5) years of the contract, the contribution increases in FY16-17 and FY17-18
were once again set by the sales calculation. (See Exhibits F1, F2 and F3)

The City levies a franchise fee on JEA of 3% on electric revenues (not to exceed $2.4 million per customer
per fiscal year) and on all water and sewer revenues. It also levies a utility service tax of 10% on all
purchases of electricity and water (in addition to metered or bottled natural, LP or manufactured gas not
related to JEA). Between 2009 and 2017 the franchise fee ranged from a low of $37.5 million to a high of
$41.7 million annually, while the utility service tax ranged from $70.7 million to $87.3 million. Both of these
fees would be levied on or collected by a private investor-owned utility should the JEA be privatized.

3. Value of JEA
The Special Committee learned that there is a distinction between a “valuation” study and an
“evaluation” study of a utility. A valuation study examines the monetary value of a utility’s assets and
attempts to determine what a buyer might be willing to pay for those assets. An evaluation study
considers broader strategic issues and community concerns, opportunities and challenges, etc. in



addition to simple asset value. The Council Auditor’s Office has previously produced two valuation
reports, at the request of council members. A 2007 report (#637) found that JEA had a net asset
value of $1.5 billion and estimated the value of its cash flow to the City (negotiated annual
contribution, franchise fee, utility service tax) at $2 billion. The value of the utility’s cash flow to a
private utility purchaser over 30 years was estimated at $3.15 billion. A 2012 report (#722) found that
JEA had a net asset value of $1.8 billion and estimated the value of its cash flow to the City at
between $2.04 and $2.49 billion (depending on the methodology). The net present value of the cash
flow over 30 years to a private utility purchaser was estimated at $1.04 to $1.22 billion.

As mentioned earlier, in February 2018, PFM released its valuation study to the City Council and
the JEA Board in a joint meeting. Michael Mace, Managing Director of Public Finance Management
Inc., presented four different value ranges calculated using four different methodologies:

$7.9 - $10.1 billion using the discounted cash flow model

$8.5 - $10.5 2 billion using the price-to-earnings ratio model

$7.5 - $10.3 billion using the cash flow multiple model

$8.1 - $11 hillion based on the rate base multiple model

Mr. Mace said that the valuations were done on a fairly conservative basis using moderate
assumptions and represent gross transaction value before retirement of debt (currently $6 5.3 billion)
and settlement of other outstanding long-term contracts and obligations (i.e. the JEA’s contractual
obligation on a power purchase agreement for a portion of the output of nuclear plant Vogtle under
construction in Georgia). A reasonable expectation for net proceeds from sale of JEA under current
market conditions would be $2.9 - $6.4 billion.

The Council Auditor’s Office was requested to produce a new study of JEA’s value, which was
released as Special Report #807 — The Potential Sale of JEA: Things to Consider. The valuation portion
of the report started from the PFM report’s estimated gross value of $7.5 to $11 billion, subtracted
out a variety of financial obligations that would have to be paid off using the proceeds of a sale and
arrived at a potential net proceeds value of $1.7 to $5.2 billion. JEA’s outstanding obligations include:
1) long term debt - $3.9 billion; 2) Plant Vogtle obligation - $1.2 billion; 3) accrued pension liabilities -
$541,025,000; 4) interest rate swap termination costs - $100 million; 5) accrued “other post-
employment benefits (OPEB) - $34,526,000; and 6) environmental liabilities - $21,654,000. The
Auditor’s report also included a list of other “things to consider” in determining the value of the JEA
as a City-owned asset, including: the value of the JEA’s annual contribution to the City as a reliable
source of revenue; JEA’s various cooperative projects with the City over the years (assistance in
funding septic tank phase-out initiatives, providing the City with water quality credits to meet the
City’s obligations, purchasing land for conservation purposes, development of a shared citywide radio
system, etc.); the value of the utility as a large company headquartered in downtown Jacksonville;
the value of JEA’s corporate sponsorship of local events and activities; the value of JEA’s sole focus on
Jacksonville rather than a larger utility’s responsibilities for a much larger service area; and the value
of JEA as a local employer and purchaser of goods and services, particularly in its commitment to
using the City’s Jacksonville Small and Emerging Business (JSEB) program.

The committee learned that a portion of the value of JEA’s assets is located in adjacent counties
which have the first right of refusal to purchase them in the event of privitazaion of JEA. and-that
value-would-notacerue-toJacksonvilleiftheutiliby-was-seld: The purchase price of JEA’s water and
sewer assets in Nassau County is $44.66 million and in St. Johns County it is $217.97 million. The
Nassau County assets are a stand-alone system operated by JEA. The St. Johns County assets are
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interconnected with Jacksonville’s system and the cost and process to bifurcate those two systems in
the event of a sale of JEA is unknown.

The Council Auditor’s Office contacted the Property Appraiser’s Office to learn how that office places
a value on JEA’s real and personal property assets as a non-taxable entity. Keith Hicks, Chief
Appraiser at the Property Appraiser’s Office, reported that JEA's property is inspected at least once
every five years as required by state law using a combination of physical inspections and aerial
photography, but acknowledged that the JEA does not undergo the same degree of detailed
inspection as a taxable entity would. He said that given the very complex appraisal needed to
estimate a value for JEA, the Property Appraiser’s Office recommended that an outside agency that
specializes in the utilities industry be consulted to develop an accurate estimated market value. The
Property Appraiser’s 2018 in-progress appraised value for JEA is $432,416,183 for real property and
$6,324,505,586 for tangible personal property, for a total appraised just value of $6,756,921,769.
(See Exhibit G)

JEA has several different kinds of value to the City, of which the annual financial contribution to the
City is only one. The Special Committee learned that JEA employees contribute thousands of hours
annually as both volunteers (using up to 8 hours of paid leave to participate in the activities of
approved non-profit organizations and events) and as ambassadors (engaging with JEA customers
through speaking engagements, participation in community events and educational programs). The
value of employee volunteer hours totaled $344,379 over the last three fiscal years. The JEA also
procures goods and services for its operations in the Northeast Florida economy, spending between
$110 million and $169 million per year in the 5-county Northeast Florida area over the past seven (7)
years. A substantial portion of that procurement spending is directed to small businesses through the
JEA’s participation in the City’s JSEB (Jacksonville Small and Emerging Business) program. JEAs
spending with JSEB companies (many of which are minority- or female-owned) over the past 10 years
has ranged from a low of $9-6 7.6 million in FY13-14 to a high of $30-6 16.9 million in F¥05-06 FY07-
08.

In 2013, the Northeast Florida Regional Council released an Economic Impact Analysis for JEA. The
study estimated the economic impact and value of JEA to Duval County in 2012. The annual impact of
JEA on Gross County Product (GCP) indicated:

e JEA contributed between $860 - $910 million to GCP
JEA contribution was 1.4% - 1.5% of Duval County GCP

e JEA directly and indirectly impacted 4,500 - 4,700 jobs

e JEA impacted Earnings/Personal Income $206 - $310 million
Only the tangible impacts were quantified in the analysis.

JEA is an economic development partner with the City in several ways. The utility has two “program
riders” or incentive programs for large corporate users of electric power - an economic development
rider and an economic stimulus rider. Currently, Sysco International Food Group Inc., Dresser
Equipment Group Inc., and Hans Mill Corporation are utilizing those riders. Pursuant to an Ordinance
Code provision, the City appropriates a portion of the JEA annual contribution (equal to one-quarter
mill multiplied by the gross kilowatt-hours delivered by the JEA during the preceding 12 months) to
the Jacksonville Port Authority for the purpose of land acquisition and development of any marine
terminal capital construction or improvement project, including payment of debt service on bonds
issued for capital projects. From FY 1996-97 to FY 2016-17, $63,584,846 of revenue from JEA was
pledged to JPA for debt service. For FY 2017-18, the amount pledged from the JEA assessment is
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$3,062,125. In the 1990s JEA also spent approximately $53,000,000 on electric, water and sewer
infrastructure at Cecil Field to assist the City in creating Cecil Commerce Center.

JEA is also a member, sponsor, or partner of dozens of organizations and events throughout its
service area. JEA is a dues-paying member of organizations ranging from the chambers of commerce
of Jacksonville, Clay County, St. Johns County and Amelia Island/Fernandina Beach to economic
development organizations (JAX USA Partnership, Nassau County Economic Development Board, Clay
County Economic Development) to industry associations (First Coast Manufacturers Association,
Associated Industries of Florida) to minority business organizations (Asian-American Chamber of
Jacksonville, First Coast Hispanic Chamber of Commerce, Jacksonville Black Chamber of Commerce,
Indo-US Chamber of Commerce), among others. JEA's paid memberships in these organizations has
ranged from a total of $257,000 to $563,000 over the past five (5) years. The utility participates
financially and through employee participation in scores of community events, ranging from the
World of Nations festival to the Martin Luther King, Jr. Breakfast, the United Negro College Fund to
Leadership Jacksonville, and the WICT TEACH event to Earth Day celebrations.

Another aspect of JEA’s value is the fact that as a municipal utility, JEA qualifies for reimbursement
from the Federal Emergency Management Agency (FEMA) for damages it sustains from significant
natural disasters. Private investor-owned utilities are not eligible for FEMA reimbursement for their
damages, so they apply to the Florida Public Service Commission for authorization to place storm
recovery charges on customer bills to recoup the cost of uninsured damages. JEA suffered
reimbursement-eligible damages in the amount of $14.6 million from Hurricane Matthew in 2016
and $17.4 million from Hurricane Irma in 2017, of which FEMA and the State of Florida will eventually
reimburse 87.5% ($30 28 million total for the two storms).

Another aspect of JEA’s value is its partnership with the City in various types of community
improvement projects. In 1998, JEA started the “Groundworks Program” to dedicate resources to the
water and sewer system just transferred to it by the City, which improved water quality so much that
the EPA lifted an administrative order previously imposed on the City to clean up its effluent into the
river. Over $3,618,940,436 has been invested by JEA in capital improvements to the water and sewer
system to date. JEA performed the project management function for the $75 million septic tank
remediation project that was part of the Better Jacksonville Plan and has spent approximately
$20,000,000 to purchase over 5,000 acres of preservation land to complement the City’s Preservation
Project. Rather than the City and JEA each constructing their own radio systems, JEA coordinated the
design and construction of a radio system that the City and JEA could both use- JEA is also and-is
performing and financing {estimated-cest-of approximately-S10-millien} the City’s LED (Light Emitting
Diode) streetlight conversion project at an estimated cost of $10 million. Pursuant to a 2016
interagency agreement between the City and JEA, JEA contributed $15,000,000 to be used in
conjunction with a $15,000,000 match from the City for water and sewer infrastructure te-faciitate
septictank-phase-outs. and It also agreed to transferred 30.34 metric tons of its excess Total
Nitrogen Water Quality Credits to the City at no cost (valued at $2.1 million per year) each year
through December 2023 to help the City meet its water quality improvement obligations to the
Florida Department of Environmental Protection.

A question was raised during the course of the special committee’s hearings about the potential
impact of the privatization of JEA on the Duval County Public Schools. Unlike a privately owned utility,
JEA does not pay any property taxes to the city, school district or other taxing entities. The City
receives the annual contribution pursuant to its contract with JEA but the School Board does not
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receive any financial contribution. The Council Auditor was asked to investigate the potential for
increased revenue to the School Board from a privatized utility paying the school millage levy. The
Auditor’s Office reported that the Duval County School Board (DCSB) would receive additional ad
valorem taxes, although the amount DCSB would receive is limited. The Auditor estimated that DCSB
would receive approximately $8 million per year for capital purposes, pursuant to the Local Capital
Improvement Millage for school districts, but explained that the DCSB would probably not receive
additional operating revenue from the sale of JEA. Based on the way the Florida Education Finance
Program (FEFP) formula works, increases in revenue from the Required Local Effort or the
Discretionary Local Effort millage levies would likely be offset by a corresponding decrease in State
funds. The Local Capital Improvement Millage however, is not part of the FEFP calculation. This
information was confirmed with the Florida Department of Education.

4. Plant Vogtle

One factor that has a substantial, but somewhat unknown, impact on estabhshmg JEA’s value is its
power purchase agreement for a 206MW share of the power output of Units 3 and 4 of the Plant
Vogtle nuclear plant under construction in Waynesboro, Georgla, the first new nuclear reactors to be
constructed in the U.S. in the last 30 years. JEA made the’ deasron to commit to purchasmg power
from the plant in 2008 for several reasons, including: 1)'a JEA Board decnsnon to meet 10% of its
power needs by 2018 from non-carbon, nuclear generating sources 2) steadlly growmg energy
demand in Jacksonville; 3) serious discussion by the federal government about severely limiting
carbon dioxide emissions, particularly from carbon burnlng power: plants and 4) the relatively high
cost of natural gas at the time. B

The plant was permitted for site work in 2009 and recelved a ction and operating license
(COL) in 2012. Westinghouse Nuclear, the contractor for the p eclared bankruptcy in 2017
and some parties urged the Georgia Public Service Commnssnon to'shut down the project. The GPSC
gave Georgia Power the approval to complete constructlon of the plants, but without the contract
that made Westinghouse responsible for most cost overruns. The construction cost of the project has
grown since the purchase power agreement was first executed, and JEA is required to pay for the
contracted capacity on a “take-or-pay” basis (that is, whether or not either additional Vogtle unit is
completed or is'operating or operable, and whether or not its output is suspended, reduced or
terminated, in whole or in part). JEA’s agreement to purchase power from Plant Vogtle does not have
acapon constructlon costs (although the primary companies involved in the construction do have a
cap of another $1 billion, after which they could pull the plug on the project). The PFM report
calculated a potentia’lbliability of $1.2 billion as a share of future construction costs for the plant,
which would accrue as a share of debt service even if the plant never produces power. JEA’s power
purchase obligations to Plant Vogtle end 20 years after power begins being produced, although the
expected lifespan of the plant is 40 years, and JEA can only re-sell Plant Vogtle-produced power to a
municipal utility, not an investor-owned utility.

5. St. Johns River Power Park
As mentioned earlier, JEA and Florida Power and Light, the joint owners of SIRPP, made the decision
in 2017 to decommission and demolish the plant before the end its useful life. The JEA determined
that its share of the plant represented excess generating capacity that was more expensive to
maintain and operate than the cost of purchasing power from other sources in the short term, and
that eventually JEA’s share of the output of the Plant Vogtle nuclear plant under construction in
Georgia would supplant the need for the SIRPP output when that plant comes on line. The shutdown
of the coal-fired SIRPP will also reduce JEA’s CO? output by 30% by 2020. Melissa Dykes, President
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and Chief Operating Officer of the JEA, estimated that the total savings to JEA's customers over the
next 10 years resulting from the closure would be $450-460 million, representing the difference in
purchasing the needed 150 - 200MW of power rather than operating a 1,000MW plant to supply that
amount. She distributed a table showing the operating cost of SIRPP (5122.9 million in FY16, $140.1
million in FY17) versus purchasing 200MW of power from the natural gas-fired Plant Wansley in
Georgia ($35.2 million in FY18, $44.1 million in FY19).

6. Legal and regulatory issues and procedures
The Special Committee learned early in its work that, pursuant to the City Charter, JEA has the

authority to issue an RFP to privatize the utility without City Council’s prior approval. Sale of more
than 10% of the of JEA (defined by the Office of General Counsel as 10% of assets as of the last audit
report) does require City Council approval, and sales cannot be done in multiple increments of less
than 10% to avoid Council approval. General Counsel Jason Gabriel told the committee that a
decision to consider a sale of JEA must take into account at least 4 components: 1) interlocal and
franchise agreements with St. Johns and Nassau Counties; 2) real estate assets and obligations; 3)
required regulatory approvals (state and federal); and 4) a water/wastewater “public interest
determination” required by state law. In response to a question posed by several council members
about a potential role for the voting public in a potential sale of JEA, the Office of General Counsel
ruled that voters cannot use the petition and referendum method to amend the City Charter to give
themselves a role in a proposed JEA sale.

The PFM February 2018 valuation study listed as a “Key Value Driver for Sales Price” an item entitled
Utility Rate Guarantees which read “Acquirers will often agree to keep rates the same or lower for
some period of time following the acquisition. Rate regulation for a buyer of JEA’s assets will
ultimately transition to the Florida Public Service Commission. The pricing and duration of rate
constraints may have a significant impact on acquisition price.” In response to a question about the
potential for utility rate guarantees during his presentation to the Special Committee in May, Keith
Hetrick, the General Counsel of the Florida PSC, said that local governments do not have the power
to impose rate freezes, which would probably constitute a “taking”. Utilities have the right to request
rate increases of the PSC to recover their operating and capital costs and to generate a reasonable
rate of return on invested capital.

7. JEA’s rates compared to other public and private utility rates
The Special Committee heard that rate comparisons among utilities can be tricky because factors
aren’t uniform from jurisdiction to jurisdiction (i.e. differing franchise fee and utility service tax rates,

presence or absence of storm recovery surcharges by investor owned utilities, etc.). Generally
speaking, JEA's rates have historically been somewhere in the middle of the range of rates for utilities
in Florida, both municipally owned and privately owned. From 2010 through 2018, JEA’s residential
electric rate (assuming 1,000 kWh of consumption) was in the middle of the 4 major private utilities,
with Florida Power and Light and TECO being less expensive and Progress Energy/Duke Power and
Gulf Power being more expensive each year by varying amounts. (See Exhibits H1;-H2are-H3) In
January April 2018 JEA’s residential rate was in the bottom third half of all Florida utilities, public and
private. (See Exhibit H2) Similarly, in April 2018 JEA’s water and sewer rates ranked in the bottom



third of 18 water and sewer systems in Florida (based on residential service with 5/8 inch meter and
6,000 gallons of consumption). (See Exhibit )

The Florida Public Service Commission regulates the rates charged by private utilities based on
several factors reasonable recovery of certain costs of operation (fuel, environmental compliance,
conservation programs and nuclear pre-construction costs) and a reasonable rate of return on the
utility’s base rate (facility and equipment cost) and debt expense. The rate-setting process is codified
in state law and is a litigated process with sworn testimony, witnesses and experts testifying on both
sides. Rates for private utilities must be uniform within rate classes across their entire contiguous
service areas in Florida. The PSC also allows IQUs to impost approved surcharges for storm damage
restoration following major storms, and these surcharges apply to all of a utility’s customers within
the state, regardless of whether a particular area suffered storm damage or not.

8. JEA’s current and projected business model

As mentioned earlier, JEA's number of customers has steadily grown but electric and water consumption
has declined for a number of years following the Great Recession and the growth projections for both are
basically flat if not slightly declining for the foreseeable future. Overall JEA has experienced actual
declines in both electric and water volume sales from their peaks in 2006 and 2007 (respectively) to 2017
—a 10% decline from peak in electric sales and a 14% decrease in water sales. JEA makes several different
forecasts of future sales trends for different purposes, including one for JEA’s financial planning purposes
and another for the Florida Public Service Commission for capacity planning purposes.

On-site solar power generation on business and residential properties is a small but growing trend as the
quality of solar panels and battery technology improves. 1,436 residential customers and 59 commercial
customers currently have customer-owned solar systems, so self-produced power serves a small
proportion of the total demand and is not yet a threat to JEA's centralized generation model, but the
trend bears watching. JEA currently needs to have a certain amount of generating capacity available at all
times to serve its customers, including those who generate a lot of their own solar power, so JEA is acting
as the backup power supply for solar users who will need its services when weather or other conditions
reduce solar generation. The development of affordable, efficient customer-owned on-site storage
batteries will be a key to the growth of solar power use and the timing of its impact on JEA's generating
capacity needs.

Given the trends in electric and water sales, JEA has given some thought to expanding into other lines of
business to produce additional revenues, including pole attachment revenues, wireless colocation leasing
revenue, dark fiber leasing, natural gas sales, solar panel leasing, fuel cells and micro-turbines. (See Exhibit
J) Other utilities around the country, facing the same challenges of declining sales, have diversified into
energy marketing, liquefied natural gas (LNG) processing and sales, renewable energy development (wind
and solar), distributed generation (i.e. combined heat and power generators, fuel cells, batteries), and
telecommunications (fiber optics, tower leasing, internet services).



JEA’s Interim CEO Aaron Zahn informed the Special Committee that the JEA board will spend the next 6
months to a year mapping a strategy for its future in consultation with its employees and stakeholders. He
said he has instructed the employees and management of JEA to focus on five (5) priorities for the
present: 1) focus on core business — serving electric water and sewer customers with excellence; 2) look
forward — implement a smooth transition of leadership; 3) listen and align our purpose with shareholder
trustees - JEA’s board of directors, City Council and the Mayor will establish consensus around a
framework upon which to measure a strategic plan for the future of JEA; 4) question the possibilities of
greatness and innovate; and 5) be stewards of a united community and lead with integrity. Mr. Zahn plans
to have the JEA board thinking strategically and planning for a changing future. He said that board agendas
will include several categories of issues — routine operational issues, deep dives into particular topics, and
long range planning discussions. Issues will undergo a 3-step progressive process of “discuss, deliberate
and decide”.

9. Independent evaluations of JEA’s value and role in the community still underway

Two independent evaluations of JEA are still ongoing. The Jessie Ball duPont Fund, a national
foundation headquartered in Jacksonville, carries on the philanthropic tradition of Mrs. duPont by
making grants to organizations that she supported during her lifetime with the aims of “building the
capacity of eligible organizations, building the assets of people, families and communities, and
promoting civil society.” As a recipient of a gift from Mrs. DuPont, the City is an eligible recipient of
the Fund’s grant-making. As mentioned earlier, the Jessie Ball duPont Fund offered to assist the
Special Committee’s efforts to study a vital community issue by funding the services of a consultant.
The Fund eventually opted to hire a consultant itself rather than make a grant to the City to hire a
consultant through its procurement process. The Fund contracted with the Public Utility Research
Center at the University of Florida to assist the City. Dr. Ted Kury, the Director of Energy Studies for
the Center, explained why the Center is interested in studying the JEA privatization issue.
Privatization of municipal utilities is a relatively rare occurrence and the Center is interested in
exploring the question of “value” in the context of the overlap of utility owners and users (the
citizens of Jacksonville) and how they consider making such a decision. He said that he can find no
similar research on this question of value to municipal utility owners/customers, se and is excited by
the prospect. He is particularly anxious to explore the “quality of service” aspect — what do customers
really value about JEA? Dr. Kury anticipates that study should be completed by the end of 2018.

The other study of JEA has been commissioned by the Jacksonville Civic Council. The Civic Council is a
nonpartisan, nonprofit organization which brings together chief executives from the nonprofit,
business and government sectors of Jacksonville to study important community issues. The Civic
Council assembled a team of local business executives, chaired by CSX former CEO Michael Ward, to
examine issues related to JEA’s value to the community. At a Special Committee meeting Mr. Ward
said that fundamentally the proper question to be asked is not whether to sell JEA or not, it’s how to
best maximize the value of the asset to the City and it taxpayers. The group will perform a cash flow
analysis that will lead to ideas for enhancing JEA's value (i.e. sale/leaseback of assets, leveraging JEA’s
very strong balance sheet, alternative operating models, etc.) as one part of its analysis. The Civic
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Council has retained Gerry Hartman, an engineer and certified appraiser from Central Florida, as a
utility industry expert to provide in-depth analysis of JEA. Mr. Ward said the nature study will depend
in part on the ultimate goal —is it to determine how much JEA might be worth to private buyer? Is it
to run JEA better in its current business lines? Is it to determine how to monetize various JEA assets
to generate cash? He also said that the study, which will take 9-12 months, will definitely produce
some good ideas and suggestion, some of which JEA will likely want to adopt to make itself a better
utility.

10. Unanswered questions

One issue that the special committee heard several times in different contexts concerned unfulfilled
promises from the city/consolidation era: do the City and/or JEA have any legal or moral obligation to
provide water and sewer service to areas of the pre-consolidation city that do not have those
services? Who will pay to extend the mains and hook up the individual properties? Can JEA use its
operating revenues to pay for extension of service to new customers?

The broader questions that underlies the whele-exercise-undertaken-by the creation of the Special
Committee is are:

e What is the true value of the utility to the City government and to the citizen/taxpayers who
are its ultimate owners?

e What factors should be considered relevant in determining whether the JEA should be
privatized or not?

e How should purely monetary considerations be balanced against the intangible value that
JEA provides to the region?

e What process should be used to perform that balancing test and involve the citizens in
helping to make a final privatization decision?

11. Conclusions
Based on the hours of testimony provided by invited speakers in Special Committee meetings, the
hundreds of facts identified by numerous presenters, and extensive discussion among the committee
members, the following conclusions can be reached:

e Regardless of any of the various measures of its monetary worth, JEA is one of Jacksonville’s
most important civic assets and decisions about its future should be made with the utmost
care.

e Having a utility headquartered in and solely focused on serving Jacksonville and the
immediately surrounding counties has both tangible and intangible value, in large part
because the utility’s decisions will be made by board members who are local residents and
who will make those decisions based solely on what's best for the customer/owners in the
immediate service area.
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The ability of JEA, as a municipal utility, to receive FEMA reimbursement for damages
caused by natural disasters has value because it shifts part of the cost burden of restoring
and rebuilding infrastructure after a storm from the ratepayers to the federal government.

Because of the success of energy conservation measures in reducing electric and water
consumption and sales, JEA needs to consider expanding its operations into other related
business lines to diversify its revenue streams and ensure continued financial health.

JEA’s Plant Vogtle obligations have the potential to seriously affect the utility’s financial
well-being for several decades to come, depending on how long the construction process
takes, how much the plant eventually costs, whether it eventually produces power or not,
and what that power costs when finally available in comparison with the cost of power from
other sources (i.e. natural gas or solar) at the time. "

As a municipal utility owned by the City of Jacksonville, JEA is more likely to enter into
voluntary agreements with the City to tackle community needs and opportunities (i.e. septic
tank phase-out, transfer of water quality credits; environmental conservation efforts, cost-
sharing on projects of mutual interest, etc.) on financial terms favorable to the City than
would an investor owned utility whose primary responsibility is to maximize shareholder
value. s SR

| EXHIBITS AND APPENDICES

12



Report of the Special Committee on the Future of JEA - Exhibits & Appendices

FINANCIAL SUMMARY

Combined Electric System, Bulk Power Supply System, St Johins River Power Park System, Water and Sewer and District Energy System (in thousands of dollars)

2017-16
Operating revenues:
Electric $1,382,206
Waler and sewer 448,057
District energy systenl 8,185
Other, net 36,729
Total operating revenues 1,875,177
Operating expenses:
Fuet and purchased power 536,250
Maintenance and other operating expense 392,142
Depreciation 386.699
State utility and franchise taxes 69,683
Recognition of deferred costs and revenues, net (4.075)
Total operating expenses 1,380,699
Operating income 494,478
Nonoperating revenues (expenses):
Interest on deht (182,892)
Investment income (loss) 10,576
Allowance for funds used during construction 11,774
(Other nonoperating incone, net 5918
Earnings from The Energy Authority 6,335
Gain (loss) sale of asset -
Other interest, net (451)
Total nonoperating expenses, net (148,840)
Income before contributions and special item 345,638
Contributiens (to) from:
General fund, City of Jacksonville (115,823)
Capital contributions:
Developers and other 66,875
Reduction of plant cost through contributions (42.069)
Total contributions (91,017)
Special item .
Change in net position 254,621
Net position-beginning of year, originally reported 2.376,925
Effect of change in accounting -
Net position-beginning of year, as restated 2,376,925
Net position-end of year $2,631.546

Total Operating Revenues and Expenses

Muitons of Cetars

Fescal Year
serd Heveres — EXperaes

2016-15 2015-14 2014-13 201312
$1,321,713 $1,324,883 $1,431.167 §1,383,696
417,404 379.789 383,643 381,677
8,337 8.778 3,682 8,471
34,298 35,930 38,389 38.975
1,781,752 1,749.380 1,861,881 1,812.819
485,874 517,239 585,021 539,646
380,219 374,166 364,764 371,041
382,432 366.486 375,505 378,067
71,244 72,510 72221 70,237
(1,527) {11,168) 49,271 64,305
1,318,242 1,319.233 1,445,782 1,423,296
463,510 430,147 415,099 389,523
(184,457) (198,199) (223,736} (235,228)
14,225 12,904 20,546 (13,240}
9,407 5123 3,894 3.986
8,765 11.833 7,280 7,530
6,136 1,461 3,567 4,325
: (199) - "
{d03) {68) (38) (134)
(146,327) (166,545) (188.487) (232,761)
317,183 263,602 226,612 156,762
(129,187) (111,688} {109,188) (106,687)
53,652 52,709 38,845 29,292
(31,632) (33.105) : :
(107,167) (92,084) (70,343} (77,355)
151,490 . ’
210,016 323,008 156,269 79,367
2,166,909 1,843.901 2,039,137 1,981,311
- (352,105) (30,941)
2,166,900 1,843,901 1,687,632 1,960,370
$2,376.925 $2,166,909 $1,843.901 $2,039.737
Sources of Capital Project Funding
1
% 60
[ 500
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g i
LM e Bl a0 W W
Fiscal Year
thectric Debr mm— Water and Sewer Internal
S lecinic Interna IS Debl
W \Vater and Sewet Debt = D5 Iniernal

Exhibit 1



Report of the Special Committee on the Future of JEA - Exhibits & Appendices

JEA Generating Sources and Capacities

2018
Kennedy 7 146
Kennedy 8 86
Northside 1 1,627
Northside 2 1,570
Northside 3 2,029
Northside 33 1
Brandy Branch 1 63
Brandy Branch Combined Cycle 2,3&4 4,238
Greenland Energy Center 1 68
Greenland Energy Center 2 35
St. Johns River Power Park 1 0
St. Johns River Power Park 2 0
Scherer 4 958
All Purchases | 1,776
{ Total 12,597
Summer Capacity - MW 2018
Kennedy 7 150
Kennedy 8 150
Northside 1 293
Northside 2 293
Northside 3 524
Northside 33 212
Brandy Branch 1 150
Brandy Branch Combined Cycle 2,3&4 501
Greenland Energy Center 1 150
Greenland Energy Center 2 150
St. Johns River Power Park 1
St. Johns River Power Park 2
Scherer 4 194
Purchase — Wansley 7 200
Purchase — Summer Seasonal - 25
Purchase — Trail Ridge - 15
Total 3,007
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Report of the Special Committee on the Future of JEA - Exhibits & Appendices

{EA Power Purchase Agreements

Currently Operational Megawatts
Trailridge/Sarasota Landflll Gas 15.6
Ainsworth Wind 10
Jax Solar 12
INW Jacksonville Solar 7
{Blair Solar 4
loid plank Road Solar 3
Simmons Road Solar 2
Starrat Solar 5
Wansley Combined Cycle 200
Under Construction

0ld Kings Solar (due 2018) |
Sunport Sojar/Battery (due (2018) 5
Vogtle 3 & 4 Nuclear (due 2021/2022) 206
[Pending

[5x 50 MW Solar (pending award, PPA negotiations) 250
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Report of the Special Committee on the Future of JEA - Exhibits & Appendices

JEA Solar Power Purchase Agreements

PPA .
Project Vendor Location Size l"’:::ke Term
{yrs)
2009 Hwy 301 N 12
Jacksonville Solar PSEG/juwi Jacksonville, FL 322'2 4 MW 09/30/2010 30
NW JAX Solar EOF Renewables 2600 Arnold Rd
Partners | (formerly named groSolar) | _Jacksonvile, FL32218 | 7MW | SPO0A7 | B
Old Plank Rd Solar 12850 Hance Ln
Farm COX/PECVelo Jacksonvile, FL32220 | 3MW | 10317 | 20
3838 Newcomb Rd
SunPort Solar NatfonalSolar Jacksonwille, FL 32218 5 MW Q4 2018 20
1308 Blair Road,
Blair Rd Solar Hecate Jacksonville, FL 32221 4MW 01/23/18 20
11300 Simmons Rd,
Simmons Rd Solar InmanSolar Jacksonville, FL 32218 2MwW 01/17/18 20
14120 Webb Rd,
Starratt Rd Solar inmanSolar sacksonwille, FL32218 S MW 12/20/17 20
8321 Old Kings Rd. 1MW Q32018 20

Old Kings Solar Mirasol

Jacksonville, FL 32219
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) Report of the Special Committee on the kuture of JEA - Exhibits & Appendices )

JEA Electrlc Sales

Revised to show 10 year
projection — May 2018
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) Report of the Special Committee on the }-'uture of JEA - Exhibits & Appendices )

JEA Water Sales

130,000 - Revised to show 10 year
’ projection — May 2018
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Report of the Special Committee on the Future of JEA - Exhibits & Appendices

Council Auditor's Office
Budgeted JEA Contributions and lilage Rate History

e e e e e e e )

Footnotes;

1 - Ord 78-351-185 Amendad Ch, 128 of the Ord Codo and 86! the JEA calculation rato 6 4.60 mitis mullipied by the gross kilawalt hours said by (e

suthorty dusing the 12 month pericd ending on May 31 of tha curven! flscal year.

2 - Ord 82-591.400 Repoated tha 1970 Ordinance Coda and tnctuded with this tegisiation was (e increasa of the JEA contribution from 4.60 mills to

4,76 mils mutlipSed by the gross kiiowall hours Soid by tie authorily during the 12 maonth pedod ending on Moy 31 of e fiscal year.

3 - Ord §8-1081-832 Amanded Section 105.202 ¢f the Ordinance Coda end increased the contridution celoulation sate from 4.78 mills to 5.0 mils

multipted by tio gross kilowall hours 53id by the suthorlly duttag (he 12 month pertod ending 6a May 31 of tho fiscal yzer.

4 - Ord 93-82-1385 sevising, repeating 2nd renumbaring Artcto 21, e JEA Charter. This Ordinance increasad the contribution calcutation

from 5.0 mils to 5.25 mils mulliptied by the gross kilowatt hours sold by tho autharlly during the 12 month perlod ending on May 31 of the fiscal ysar.

§ - 010 97-12-E and Ord 57-220-€ Amendad Asticle 21 (JEA Chastar) by authorzing SEA (0 12ka over tho Water and Sower and e

sssassment calculation rala of 1,75 mills. Tho takeover occumad on June 1, 19687 and per the CAFR for ihe year ending Septambaer 30, 1957 the

General Fund received tie $3,039,682.

8- Ord 93-253-E Amanded Asticto 21 (JEA Chaitar) and incrossed the assessmen] caloulation from 6.26 mils to 5.50 mills muttiplicd by tho gross

kiiowatl hours delivesad or such amaunt, if nocassary, which will refloct 8n incraass on 8n annual basis of $3,000,600 per yeer using the FY 18983

assessment as the base yaar for such addiional smount. Also, as saen in the 1887/1853 FY iina, thare was a contribulion of $9,628,823 from JEA'S

gmdmcmxa&rmmrsvmwum 1, 16807, This was 2ls0 noled n the FY 1897/68 Budga! Ortinance and the CAFR forthe
September 30, 1983.

7 - Ord 2003-1320-€ Amendad Article 21 (JEA Chartar) and increased tho essassment calcutation from $.50 mills 10 5513 mils muiliped by gross

kilowalt-hours dellvorsd by JEA and aiso increased the waler and sewer assessment from 1.76 mills {o 2,149 mids mutipliod by the number of cubic

fea1 of potabls walar and cublc fest of sower servico exclucing recialmod water service provided to customers during (s 12 month period ending on

Apl] 30th of the current (1scal year (Ihe same with elactiic). Also, SEA was to pay the city 6ach (iscal yeer from Flscal Year 2004-2005 through Fiscal

Year 2007-2008 an addiional amount nacessary to ensura 8 minimum annual incrasse of $2,750,000.

8- Ond 2007-1132-€ Amendad Articto 21 (JEA Charter) by decreasing tha mintmum annug) iltorease from $2,750,600 lo $2,500,000

9 - Ord 2015-764-E Amsanded Article 21 (JEA Charter) by selting a new miliage fonmula and a base level contribution that incroases 1% esch year for

fva yaars. The annus) contribution is the greater of the milage caiculation or te annual incroass from tho base tovel amount for the applicabla yor.

MIELAGE MILLAGE | BUDGETED ELECTRIC| BUBGETED WATER
FOR FOR oy ciry DOLLAR
FISCAL | ELECTRIC WATER CONTRIBUTIONS CONTRIBUTIONS TOTAL AMOUNT
YEAR Ordtan dget Ordinances) | (Budgot Ordina CONTRIBUTIONS CHANGE
Par JEA's Chiartor, lrom FY 158380 h FY 1977070, JEA was required to contrtbuto annually to the City of Jacksonvillo, 8
percentago not to exceed 30% cf cofined gross rovenues, -
| 07/70' | 450 /A 25,73, 25,731,850
1979/80 4.50 N/A 26,259,521 25259521
1980/81 .50 N/A 25,430,587 _25430587 828,934
1981/82 450 N/A 25,807,300 25,507,300 476,713
| 1982/83 4.50 N/A 25,803,338 25,503,338 103,86
1883/84% 478 N/ 27,819,985 22819935 | 2016647
1984/85 4.76 N/A 28830837 | 1,064,852
1988, 4.76 A 29,457,188 29,457,188 572,349
i §jaT | ate o 31,134,950 3112455 | 1,667,368
1987/88 4.76 N/A 33,778,052 33,778,0 2,633,498
1956/89° $.00 N/A 37.450,566 37.490966 | 3712914
1989/90 5.00 N/A 37,759,359 32.759,359 263,393
1850791 5.00 N/A 40,063,483 40,053,483 | 2304124
1991/92 5.00 N/A 41,529,616 _41529,616 | 1,466,133
1992/93 5.00 N/A 42,323,106 42,323,108 793,450
1993/34* 5.25 NA - 43,261,617 43,261,617 938,511
| 1994795 | 525 N/A 48,570,887 48,570, 5309,270
1895/96 5.25 N/A 48,738,841 48,793,891 227,954
1996/97° 5.25 175 52,800.571 3,035,682 55,836,283 | _ 7037412
1997/58° 525 175 52,039,278 9528923 61,568,201 | 5,731,848
1958/99*¢ 5.50 s 57,056,117 9,437,643 66,493,760 | 4,925,559
1999/2000 5.50 175 60,898,145 10,536,135 71.434.280 | 4,940,520
| 200072001 550 178 62,589,663 11,048,610 73638278 | 2,203,958
2001/2002 5.50 175 65,489,556 11,116,676 76,606,232 | 2,967,954
| 2002/2003 5.50 178 67,039,278 11,456,781 78496089 | _ 1.889,827
200372004 5513 2149 70,039,278 13,148,260 83,187,538 | 4,691,479 | Minimum (ncroasa  Excass
2004/2005 $.513 2143 68,676,620 17,260,918 85937538 | 2,750,000 2,750,000 -
2008/2005 5.513 2.149 21,030,754 17,656,784 88687938 |  2.750,000 2,750,000 :
2006/2007 5.513 2.149 73,100458 337,080 91,437,538 | 2,750,000 2,750,000 .
2007/2008 5.513 2.199 73,846,762 20,340,776 54,167,538 | 2.750.000 2,750,000 -
2008/2000% __ ss1 2.149 76,094,120 20,593,418 96,687,538 00,000 .
2009/2010 5.513 2149 79,007,260 160,278 59,187,538 | 2,500,000 2,500,000 -
1010/2011 .513 2149 81,921,684 19,765,854 101,687,538 | 2,500,000 2,500,000 -
2011/2012 $13 2.149 83,037,710 21,149,828 104,187,538 | 2,500,000 2,500,000 -
2012/2013 513 2.149 83,959,075 | 718,463 106,687,538 | 2,500,000 2,500,000 -
| 2013/2014 513 2.149 87,313,021 21,869,517 109,187,538 | 2,500,000 2,500,000 .
(203402005 5.513 2149 90,108,598 21,878,540 111,687,538 | 2,500,000 2,500,000 -
2015/2016 5.513 2.149 91,720,162 22,462,355 114,187,538 | 2,500,000 2,500,000 -
2016/2007° 2.468_ 389.200 92,270,692 23,552,258 115,822,950 1,635,412 | 1%or 115325413 4 7
2017/2018 7.468 369.200 91471795 148,020 116,619, 795865 | 1% or16482708 | 137,107
TOTALS $ 2.251,520,707_$ 371,928,200 § 2,623448,507
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Report 6f the Special Committee on the Future of JEA - Exhibits & Appendices

CALCULATION OF JEA ELECTRIC CONTRIBUTION

-CITY WATER/SEWER CONTRIBUTION FORMULA

{1) kWh sales information is basad on JEA's CMFTR124 monthly reports.
(2) Interchange, the sale of electricity to other utilities, is not included in the
contribution formula.

(3) The current City contribution formula is based on multiplying 7.468 mills
times total electric kWh sales less interchange sales for the

twelve months (12) ending April 30th of each year.

Pursuant to Ordinance § 106.218, one quarter of a mifl or $3,062,125 has
been dedicated to the JPA for port expansion.

{1) Consumption information taken from JEA's CMFTR124 monthly reports.

(2) Total Adjustments include Summer Discount, Water Large (largs industrial
{customer), Sewer LTD (wholesale sewer rate) and Water Reuse Consumption.
{3) The current City contribution is based on muttiplying 389.20 mills times total
water/sewer kGal sales less reuse sales for the twelve (12) months ending April

30th of the prior year.

FOR FISCAL YEAR 2017-2018 FOR FISCAL YEAR 2017-2018
Less Net Water Sewer Adjust;nents Total Net
Total Interchange kWh Consumption Consumption Total ‘Consumption
Month kWh Sales (1) kWh Sales (2) Sales MONTH kGals (1) kGals (1) kGalg (2) kGals

May 2016 953,860,830 1,014,000 952,846,830 fMay 2016 3,307,729 2,167,549 (138,060) §,337,218

June 1,187,678,293 27,295,000 1,160,383,293 June 3,663,119 2,379,591 (148,110) 5,894,600

July 1,289,228,317 4,194,000 1,285,034,317 July 3,696,744 2,371,763 {158,413) 5,910,094
August 1,322,732,224 16,818,000 1,305,914,224 August 3,781,184 2,376,493 (178,795) 5,978,883

" September 1,312,328,044 56,878,000 1,255,450,044 September * 3,653,920 2,339,033 (171,118) 5,821,838

October 1,087,642,427 45,558,000 1.042,084,427 October 3,131,673 2,095,904 (133,424) 5,094,153

November 878,412,157 26,434,000 851,978,157 November 3,063,516 2,023,264 (133,927) 4,952,853

December 887,333,577 7,449,000 879,884,577 December 3,281,733 2,199,082 (159,777) 5,321,038

January 2017 957.813,362 11,339,000 946,474,362 January 2017 3,059,853 2,185,173 (121.653) 5,093,372

February 815,852,726 5,813,000 810,039,726 February 2,682,345 1,875,600 {123,646) 4,434,298

March 863,809,753 5,719,000 858,080,753 March 3,141,915 2,156,949 {143,492) 5,155,371

April 918,433,823 18,115,000 900,318,823 April 3,510,812 2,297,649 (187,533) 5,620,928

Totals 12.475,125,533 226,626,000 12,248,499,533 Totals 39,974,542 26,438,050  (1,797,945) 64,614,647

(3) 0.007468 (3) 0.3892000

$ 91,471,795 $ 25,148,020

Notes: ) Notes:
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JEA Contribution Calculation

A Millage Calculation
Electric $ 91,471,795 78.44%

Water 25,148,020 21.56%
$ 116,619,815

B Floor (per Ordinance plus 1%)
FY2015/16  § 114,187,538 Base Year

FY 201617  § 115,329,413
FY201718  § 116,482,708

Conclusion ' :
The millage calculation of $116,619,815 is greater than the minimum payment of $116,482,708 therefore, the millage in the amount of $116,619,815 is
the JEA contribution for FY17/18.

Recommended Budget FY 17/18

Electric S 91,471,795 78.44%
Water 25,148,020 21.56%
$ 116,619,815

Notes: ’ J
A (C .nlu.ulalcd as 7408 mills times gross kilowatt-hours detiverad by JEA 10 users of electricity in JEA' service aren {less interchunge sisles) plus the amount v..llculntcd by multiplying 389.20 mill
by the minber of hGals (1300 sallons) of potuble water and sewer service (excluding reclaimed water sales) provided to consumers during the twelve (12) month period
ending April 30th of the presious year.

B Nutwithstanding the comriburion cap caleutated in Part A ahove, JEA shall pay the City each (iscal year, from 2016/2017 through 2020/2021, an additional amount if necessary, to ensure a
mininem annual incresse of 196 using the fiscal year 2015-2016 combined ussessment of $1 14,187,538 as the base year.

Alllmuglt the annual transter of avaifable revenue from JEA to the City is based upon formulas that are applied specifically to the respective utility systems operated by JEA, JEA's Charter allows it
1o ufilize any of its revenues regardless of source to satisfy its total annual obligation to the City.

JEA's Churter does not curvently require u contribution fram the District Engrzy System (Chilled Water).
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Council Auditor'’s Office
JEA Payment Information

FY 2009 - 2018
Description FY 2018 * FY 2017 FY 2016 FY 2015 FY 2014
Contribution to General Fund from JEA| § 116,619,815 | $ 115,822,950 | $ 114,187,538 | $ 113,687,538 | S 109,187,538
City Franchise Fee collected by JEA| _ 38,765,323 | _ 38,244,055 |. 39,202,965 | 39,599,067 | _ 39,018,021
City Utility Service Tax collected by JEA|  89,245,441| 86,667,471 | 87,289,621 | 84,546,762 | 83,275,603

Total

$ 244,630,579

S 240,734,475

$ 240,680,123

$ 235,833,367

$ 231,481,162

Description

FY 2013

FY 2012

FY 2011

FY 2020

FY 2009

Contribution to General Fund from JEA

S 106,687,538

$ 104,187,538

$ 101,687,540

S 99,187,528

$ 96,687,546

City Franchise Fee collected by JEA

. 37,603,803

39,320,997

41,743,481

37,541,551

City Utility Service Tax collected by JEA

‘80,784,137

85,125,451

*".80;369,088

70,727,230

Total

$ 225,922,726

$ 224,292,672

$ 228,556,472 S 218,047,571 S 204,956,327

* FY 2018 numbers are projections from the Budget Office’s 12/31/17 quarterly summary that are reasonable.
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2017 2017

JEA REAL:R TPP VALUES 2018 as 0f 4:9-18 .
2018 Just Values Taxable Values Total Mills GS Dist  City Mills GS Dist Est Tax Total Est Tax City
Real $432,416,183 $0 0.0182313 0.0114419
TPP $6,324,505,586 $0 .
Total $6,756,921,769 $0 $123,187,468 $77,312,023
Totals Justvalues = Taxable Values Est Tax Total Est Tax City
$6,756,921,769 $0 . $123,187,467.85  $77,312,023.19
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Revised Rosidential Electric Rate Comparison to rellect 1,000 kWh across all years

| 2000] 2011] 2012] zou3] 201a] 2015] 2016] 2017] 2018[30-'18 Variance
Miami ! F P&L 5107.31| $107.89] §108.25] $110.01] $115.85] $111.70] 5105.72| $118.34] 5114.77 7%
Tampa ! TECO $128.50] $122.11( $122.01| $117.43] $125.41| 5124.13( $121.68| 5120.60] 5121.98 -5%
|Jacksonvilla ! JEA 5134.91| 613501 $130.90] $130.90] $130.90] 5125.91| 5123.63| $123.34/ 5123.34] 9%
Pensacala/ Gull Powar $142,56] $139.08| $133.44] $135.95| $150.93| $159.30] 5155.65] $158.56] 5165.37] 16%
SL Petersburg ! Progress/Ouke $147,53] $13539] 5139.49| $132.62 $142.74] 5138.16] 5127.71] 5135.38] 5141.65] A%

Rasidential Electric Rate Comparison
{1,000 k\Wh)

EH
1
i

- u’ . w . "

* FPL rates include: energy, fucl, base charge, conservation, envircnmental, capacity, storm charges, gross receipts tax, public service tax, and
franchise fee.

*TECO rates include: energy, fuel, base charge, conservation, environmental, capacily, gross receipts tax, public service tax, and franchise fee. No
storm charges.

*Gulf Power rates include: energy, fuel, base charge, conservation, environmental, capacity, gross receipts lax, public service tax, and franchise fee.
By B
No storm charges.

*Duke Encrgy rates include: enargy, fuel, base charge, conservation, ervironmental, capacity, gross receinls Lax, public service tax, and franchise fee.
Na storm charges.

*JEA rates include: energy. luel, base charge, conservation, environmental, gross receiols tax, public service tax, and franchise fee. No storm or
caepacity charges.

fAugutt data earep! 2018)
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Report of the Special Committee on the Future of JEA - Exhibits & Appendices
- JEA New Revenue Task Force - Potential Business Plan List 6/02/15

| Title | Description . | Status |

Timber Harvesting Manage 4000+ acres by cutting plantation pines; use ongoing  Business Plan Implemented. High Revenue
BMP and reforestation. Timber harvesting in progress. expected FY15 - FY16.

Transmission Operator  JEA has certified operators and complies with NERC. JEA can Business Plan implemented. High Potential

TOP register/accept NERC Compliance Responsibility for another Revenue. No utilities have contracted for
utility. Six potential customers within Florida. this service.

Dark Fiber Leasing JEA has offered this in the past; formalize process and expand  Business Plan 100% Complete. Marketing to
to include wireless and telecommunication companies. Begin  target four new customers in FY15.
leasing available fiber within JEA’s easement rights. Potential High Revenue.

Solar “Garden” Photovoltaic (PV) utility sized solar generated electricity;

Natural Gas Sales -
Marketing

Security Services:
Physical, Consulting,
Maintenance
Security Physical
Compliance {CIP)
Service
Transmission &
Distribution Services

Distributed Generation
{DG) — Various Project

ideas

offers customers a solar energy option. {implementation
expected by December 2016)

JEA is the largest importer/user in NE FL. Become provider of
natural gas to commercial and industrial customers through
TEC’s Natural Gas Choice program.

Provide consulting services to local clients that need physical
security services and security equipment maintenance
services.

JEA Security personnel to provide CIP-014 “Third Party
Reviewer” service. Combined with Security Services Business
Plan.

JEA to provide transmission and distribution (T&D)
maintenance services {using JEAs skilled electric staffing) to
Florida municipals to enhance their delivery system to their -
customers (infrared, substations, inspections, breakers, etc.).
Renewables, fuel cells, micro-turbines, “concession” utility
services are being considered by DG Council.

Business Plan 100% Complete. Revenue
TBD. Selecting Solar Offering Options
through Market Research.

Business Plan Implemented. High Revenue

. expected to begin in FY16.

Business Plan 100% Complete. Low
Revenue. Benefit includes lowering JEA's
contract unit pricing (cost reduction).
Business Plan 100% Complete. Target
customers once CIP rule is implemented.
Low Revenue.

Business Plan 100% Complete. Target NE
Florida Utilities. Business has potential to
grow from low revenue to high revenue.

Business Cases being developed by DG
Council. Mitigates loss of electric sales.

Process: (1) Submit New Idea; (2) Research Idea; (3) Risk & Revenue Rating; {4) Business Case (Scope); (5) Business Plan/Detailed Study; (S) Implementation

by assigned project manager.
Low Revenue is typically less than $100,000 per year; however, a Low Risk ranking may allow project to be considered on a case by case basis.

e _____J

NRTF Update 06/02/2015
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