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TO:
Honorable Council Members

RE:
20191125 - JEA Fact-Finding Workshop – Session 2
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November 12, 2019
Topic: A review of the findings of three key reports which were published in 2018.
Presenters: Michael Mace of Public Financial Management; Kyle Billy, the Council Auditor; and the Honorable John Crescimbeni, Chair of the Council’s 2017-18 Special Committee on the Future of JEA.
While admittedly a “rehashing” exercise for the returning Council members for those of us who were not on the Council at the time and for the voting public who may not have been as interested and engaged as they are now, this session is an effort to allow us to catch up with the analysis that was undertaken which led to JEA’s strategic planning work which then subsequently prompted the City Council to create a special committee and task the Auditor’s office to do an independent assessment of the value of JEA to the City (as opposed to a simple valuation of the utility as a singular entity.) 

The Future of JEA: Opportunities and Considerations (A report prepared by Public Finance Management)
PFM was commissioned by the management of JEA in late 2017 to “…prepare a report that addressed a number of topics that are relevant to a decision that JEA and/or the City might take regarding the City’s continued ownership…”  A copy of that report is contained herein for your review.  As per the document,  the intent of the report was “… not to make a recommendation on whether to retain JEA, sell JEA or seek some other relationship between the JEA, the City and JEA’s ratepayers.”  Rather its goal was to identify “…several important considerations that must be evaluated in order to make decisions as regarding JEA’s future.”  At this next session we will have an opportunity to better understand those considerations including the report’s effort to contrast the advantages of municipally-owned versus investor-owned utilities and the various criteria used to determine a utility’s market value.
The Potential Sale of JEA: Things to Consider (A report prepared by the Council’s Auditor Office)
The focus of this report was not about the market value of the utility per se, rather the utility’s overall value to the City. In addressing the potential void that would be created, in terms of JEA’s annual contribution to the City’s general fund, the Auditor points out that a portion would be replaced by ad valorem taxes and offers three options to offset the difference, two of which involve retiring debt and thereby generating considerable debt service savings. It then goes on to identify eighteen additional contributions JEA makes to the City, many of which could be adversely impacted should the utility be sold. Beyond that it offers a “mixed bag” of items that need to be taken into account as well as some specific recommendations should the status quo be maintained or the utility sold.  The session will provide Mr. Billy the opportunity to walk us through the report.

 Special Committee on the Future of JEA (A City Council committee chaired by John Crescimbeni)
The initial and subsequent changes to the charge to this special committee are largely similar to what we are undertaking with this series of workshops. More specifically it initially was charged to: 1) understand all aspects and implications of a potential sale of JEA, 2) gather the relevant facts the City Council should consider in its decision and 3) make recommendations to ensure a transparent and open process.  A little more than a month into its process the composition of the committee was expanded to include all the members of the Council, adopted its published title and changed the charge of the committee to: 1) understand JEA’s role in the consolidated government and 2) gather the relevant facts the entire City Council should consider in its responsibility to represent the citizens and taxpayers of the City. The final report proved to be quite comprehensive analysis of the utility, drawing upon information from not only the PFM and Council Auditor’s reports but the utility’s financial reports and the Florida Public Service Commission among others. Of particular interest (to me at least) are the unanswered questions noted in page fifteen of the report. While no specific recommendations are cited in the report it does anticipate a couple of specific challenges in its concluding section.

· Being locally owned and operated, “…has both tangible and intangible value…” which may prove to be the greatest obstacle to overcome in a decision to convert JEA to an investor owned utility.
· Consideration should be given to having JEA expand its operation so as to diversify its revenue streams which may require an amendment to JEA’s existing charter.

· Obligations associated with Plant Vogtle has the potential of adversely affecting the utility’s financial wellbeing for decades to come, a burden that will have to be shared with ratepayers if there is no change to organization.

We should look to Mr. Crescimbeni to put the questions and the report’s conclusions into context, keeping in mind that this report preceded JEA formally moving forward with its strategic planning process and while Mr. Zahn was still serving as the Interim CEO for the utility. 

Session #2 is scheduled for Monday, November 25, 2019 @ 11:00 AM in the Lynwood Roberts room.  We ask that you forward any specific questions you would like to see the presenters address as part of their presentation to Dr. Cheryl L. Brown CLBROWN@coj.net  and Jeff Clements JEFFC@coj.net one week prior (11/18/2019) to the next session.  
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