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SECTION I - EMPLOYMENT AND DUTIES:

Engagement. JEA agrees to continue to employ Employee and Employee agrees to continue to
be employed by JEA, for a time period beginning on November 27, 2018 (the “Effective Date”),
and continuing until the employment relationship is terminated in accordance with the terms and

conditions of this Agreement (the “Term”).

Terms and Duties. Employee shall be employed as Managing Director and Chief Executive
Officer of JEA (hereinafter collectively “CEO™). Employee agrees to serve in this position and

" to perform diligently Employee’s duties and services with the dedication and in manner of

similarly situated executives and as reasonably directed by the Board.

Compliance with Policies and Procedures. Employee shall at all times comply with and be
subject to such policies and procedures as the Board may establish.

Diligence to Position. Employee shall devote full business time, energy, and best efforts to the
business of Employer with the dedication and in the manner of similarly situated executives;
provided, however, that it is agreed that this obligation shall not preclude Employee from
engaging in appropriate civic, charitable or religious activities or from serving on the boards of
directors of companies that are not competitors to JEA, as long as the activities do not materially
interfere or conflict with Employee’s responsibilities to JEA or Employee’s ability to perform
Employee’s duties of employment at JEA, within the sole discretion of the Board. Subject to the
foregoing, Employee may not engage, directly or indirectly, in any other business, investment,
or activity that interferes with Employee’s performance of his duties, is directly contrary to JEA’s
interests, or requires any significant portion of Employee’s business time; provided, however,
that Employee may own less than two percent (2%) of the voting stock of a corporation listed for
trading or traded over the counter on a recognized stock exchange in the United States.
Employee’s responsibilities and duties are generally described in the Position Profile for the
CEO, which may be amended from time to time and which is attached hereto as Exhibit A and

by reference made a part hereof.

Fiduciary Obligations. Employee acknowledges and agrees that, during the Term, Employee
owes a fiduciary duty of loyalty toward JEA, and will not intentionally injure the direct or indirect
interests of JEA, or benefit from any outside activities which Employee knows conflict with
interests of JEA or, upon discovery of any such conflict, allow such a conflict to continue.
Moreover, Employee agrees to disclose to JEA any facts which involve a conflict of interest

during the Term.

SECTION II - COMPENSATION AND BENEFITS:

Annual Compensation. Employee shall be paid an annual salary of $520,392.00 (the “Annual
Base Salary™), which shall be paid in equal installments in accordance with JEA’s standard
payroll practice, including deductions for all legally applicable taxes and withholdings. Once
every twelve (12) months (measured from, and contemporaneous with, the completion of JEA’s
annual audit), JEA shall conduct a performance review of Employee, including a review of the
market pricing peer group assessment of Employee’s Annual Base Salary by a nationally
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recognized compensation consultant and shall discuss the results of such review with Employee.
The Board shall make modifications to Employee’s Annual Base Salary as deemed to be
appropriate based upon this annual review of Employee’s performance.

Pay for Performance Program. The Board has established a Pay for Performance Program for
fiscal year 2018/2019, and anticipates continuing the Program or a similar program in future
years (all such programs are referred to in this Agreement as the “Program™). During the Term,
Employee shall be eligible to participate in the Program, or any other incentive compensation
program established by the Board in accordance with the terms of any such program.

Vehicle. Employee will have the use of an appropriately equipped JEA vehicle at the expense
of JEA to supplement Employee’s personal vehicle. In lieu of having use of a JEA vehicle, at
Employee’s option, JEA shall pay to Employee a monthly automobile allowance of $850.00, to
be paid on or before the first regular payday of each month following the Effective Date, subject
to withholding. It is specifically intended and understood that this allowance shall be provided
as compensation for unreimbursed expenses incurred by Employee within the territorial limits of
the JEA service territory and receipt of this allowance shall not prevent Employee from claiming
and being reimbursed for travel expenses resulting from travel by Employee outside the JEA
service territory in the manner provided by the Ordinance Code of the City of Jacksonville. JEA
and Employee understand and agree that $850.00 is an estimate of the total cost Employee would
incur if not provided with a JEA vehicle, including vehicle wear and tear and other costs that
cannot be measured with precision, and that the full $850.00 shall be paid without any obligation

on the part of Employee to provide proof of actual expenses.

Business Allowance. JEA shall pay to Employee a monthly allowance in the amount of
$2,200.00 for general business expenses incurred in Employee’s efforts to promote and represent
JEA beyond those identified in JEA employee policies. The business allowance shall be paid on
or before the first regular payday of each month following the Effective Date, subject to
withholding. Employee may expend the monthly allowance in such a manner as Employee
determines, in Employee’s sole discretion, in support of Employee’s performance of Employee’s

duties under this Agreement.

Parking Allowance. On or before the first regular payday of each month following the Effective
Date, Employee will be provided a monthly allowance in the amount of $50.00 for parking

(subject to withholding).

Expenses. Notwithstanding anything herein to the contrary, and in addition to other payments
provided for in this Agreement, JEA shall reimburse Employee for telephone, travel, continuing
education, and general business expenses incurred by Employee in accordance with JEA policies

and procedures.

Annual Leave. Employee will be provided annual Paid Time Off (“PTO”) in accordance with
JEA’s existing policies and procedures in effect from time to time. Without limiting the
generality of the foregoing, Employee shall be entitled to a minimum of two hundred and eighty
(280) hours of PTO during each year of employment commencing on the Effective Date. In
addition, JEA shall observe eleven (11) paid holidays and one floating holiday each year.
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Fringe Benefits. Employee shall be allowed to participate, on the same basis generally as other
employees of JEA, in all general employee benefit plans and programs, including improvements
or modifications of same, which on the Effective Date or thereafter are made available by JEA
to all or substantially all of JEA’s executive employees, or to JEA’s employees generally,
including any amendments thereto. Such benefits, plans, and programs may include, without
limitation, medical, health, and dental care, life insurance, disability protection, and flexible

_spending accounts. Except as specifically provided herein, nothing in this Agreement is to be
"construed or interpreted to provide greater or lesser rights, participation, coverage, or benefits

under the benefit plans or programs than provided to executive employees pursuant to the terms

"and conditions of such benefit plans and programs. JEA shall not by reason of this Agreement
“be obligated to institute, maintain, or refrain from changing, amending, or discontinuing, any
‘incentive compensation or employee benefit program or plan, so long as such actions are

similarly applicable to covered employees generally. Notwithstanding anything to the contrary
in this Agreement, for so long as Employee’s employment with JEA continues, JEA shall pay
the premiums required to maintain a life insurance policy, with $500,000.00 in coverage, payable
to one or more beneficiaries to be designated by Employee, and with a conversion provision that
will allow Employee to continue coverage upon and after termination of employment.

Pension Benefits, Employee shall be allowed to participate in the General Employees Pension
Plan, the JEA 401(a) Defined Contribution Plan, and in any other pension or retirement plan
made available by JEA to all or substantially all of JEA’s executive employees or to JEA’s
employees generally, including any amendments thereto. Any amounts which the Company
would contribute to any Section 401(a) defined contribution plan but for the Section 401(a) limit
under the Internal Revenue Code of 1986, as amended (the “Code”), shall be paid to Employee
as taxable compensation on a current basis.

SECTION III - TERMINATION OF EMPLOYMENT:

Termination. Subject to the terms of Subsections 3.1.4, 3.1.5 and 3.1.6 of this Agreement,
Employee’s employment with JEA may be terminated (i) by JEA immediately for “Cause” (as
defined in, and subject to the notice and cure provisions of, Subsection 3.1.1 of this Agreement);
(i) by Employee for “Good Reason” (as defined in, and subject to the notice and cure provisions
of, Subsection 3.1.2 of this Agreement); (iii} upon Employee’s death or upon Employee’s
“Disability” (as defined.in Subsection 3.1.3 of this Agreement); or (iv) by either party, without
Cause or Good Reason, upon thirty (30) days’ advance notice to the other party.

3.1.1 For purposes of this Agreement, “Cause” for termination of employment means: (i) a
willful breach by Employee of material duties, obligations and policies of JEA which
Employee fails to cure within ten (10) days after written notice from JEA specifically
identifying such breach; (ii) Employee’s gross negligence or gross neglect of duties and
obligations required in performance of Employee’s duties, or willful misconduct; (iii)
Employee’s continued violation of written rules and policies of the Board after written
notice of same and reasonable opportunity to cure; (iv) conviction of Employee for any
criminal act which is a felony; (v) commission by Employee in a public or private
capacity of theft, fraud, or misappropriation or embezzlement of funds; or (vi) misconduct
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as defined in Florida Statutes § 443.036(29). For purposes of this Agreement, termination
of employment “without Cause” means any termination of employment by JEA for any
reason not explicitly defined by this Subsection 3.1.1 as Cause for termination.

For purposes of this Agreement, “Good Reason” shall mean the occurrence of any of the
following: (a) a material diminution in Employee’s role, responsibilities, compensation,
benefits and/or title without Employee’s consent; (b) a directive by the Board to
Employee to take any action or to refrain from action when implementing said directive
would constitute a violation of applicable law; or (c) a material breach of this Agreement
by JEA. Without in any way limiting the foregoing, a reduction in Employee’s Base
Salary to a level of 95% or less of the Base Salary stated in this Agreement shall be
conclusively presumed to be a material diminution in Employee’s compensation.
Notwithstanding anything to the contrary in this Subsection 3.1.2 or in this Agreement,
Employee may terminate Employee’s employment for Good Reason only under the
following terms and conditions. A termination of employment by Employee for Good
Reason shall be effectuated by giving JEA written notice of the termination (the
“Notice of Termination for Good Reason”) within thirty (30) days after the event
constituting Good Reason, setting forth in reasonable detail the specific conduct that
constitutes Good Reason and the specific provisions of this Agreement on which
Employee relies in support of the assertion of Good Reason. JEA shall have thirty
(30) days from the receipt of the Notice of Termination for Good Reason within which
to (i) deny that an event of Good Reason has occurred, or (ii) correct, rescind or
otherwise substantially reverse the occurrence supporting termination for Good
Reason as identified by Employee. If JEA does not deny that an event of Good Reason
has occurred or if such event has not been cured within thirty (30) days after JEA
received the Notice of Termination for Good Reason, then the termination of
employment by Employee for Good Reason shall be effective upon expiration of said
thirty (30)-day period after JEA received the Notice of Termination for Good Reason.
If the event of Good Reason is cured within such thirty (30)-day period, the Notice of
Termination for Good Reason shall have no effect. If JEA disputes that Good Reason
exists, and does not within thirty (30) days cure the event cited by Employee as Good
Reason, and if Employee then elects to terminate employment, the parties agree to
arbitrate the dispute pursuant to Subsection 4.19. Any disputes between the parties
regarding this Subsection 3.1.2, including with respect to whether circumstances
giving rise to Good Reason exist, shall be resolved pursuant to the arbitration

procedure set forth in Subsection 4.19.

For purposes of this Agreement, the term “Disability” shall mean: if JEA provides long-

~ term disability insurance to its employees generally, and if JEA’s long-term disability

plan defines the term “Disability,” then that term shall have the same meaning in this
Agreement as in JEA’s long-term disability plan; otherwise, the term “Disability” means
a physical or mental incapacity as a result of which Employee becomes unable to continue
to perform Employee’s essential job functions, with or without reasonable

accommodation, for four consecutive months.
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3.1.4 If Employee’s employment is terminated by JEA for Cause, by Employee without Good

3.1.6

Reason, or as a result of Employee’s death or Disability, then (a) Employee shall be paid
all amounts and shall receive all benefits earned through the date of termination of
employment, and (b) all future compensation to which Employee would otherwise be
entitled and all future benefits for which Employee would otherwise be eligible shall
cease and terminate as of the date of termination, except that (c) Employee shall be
entitled to all vested benefits, to the right to continuation of benefits to the extent provided
by applicable benefits plans, COBRA, and other applicable law, and to all other nghts

provided by applicable law.

If Employee’s employment is terminated by JEA without Cause or by Employee for
“Good Reason” then, subject to Employee’s compliance with the covenants set forth in
this Agreement and Employee’s execution and non-revocation of the release of claims
substantially in the form of Exhibit B attached hereto, (a) Employee shall be paid all
amounts and shall receive all benefits earned through the date of termination of
employment, (b) JEA shall pay Employee a lump sum payment equal to twenty (20)
weeks of the current Annual Base Salary, less applicable taxes and deductions (such
payment will be made within thirty (30) days of the date Employee’s termination occurs),
(c) Employee shall become fully vested in any unvested amounts contributed on his
behalf to any available retirement plan that may then be in effect to the extent allowable
under the terms of the applicable plan and applicable law, (d) if Employee makes a timely
and effective election to continue health insurance coverage under COBRA, then JEA
shall pay directly to its COBRA provider the COBRA premiums necessary to continue
Employee’s coverage (and coverage for Employee’s covered dependents) under COBRA
for a period of twenty (20) weeks following the end of the month in which the termination
occurs, (e) Subsection 3.1.6 shall become operative, and JEA and Employee shall comply
with Subsection 3.1.6, and (f) Employee shall be entitled to all other vested benefits, to
all additional rights to continuation of benefits to the extent provided by applicable
benefits plans, COBRA, and other applicable law, and to all other rights provided by

applicable law.

JEA and Employee further agree that if, during the first six (6) years following the
Effective Date, Employee’s employment is terminated by JEA without Cause, or by
Employee for “Good Reason” then, beginning on the first Monday after the effective date
of termination of Employee’s employment with JEA, Employee shall serve as a
consultant to JEA for a period of twelve (12) months in accordance with the terms of the
Separation and Transition Agreement substantially in the form of Exhibit B attached

hereto.

SECTION IV — MISCELLANEOUS:

Eligibility to Work in the United States. Employee has provided previously to JEA the
appropriate documentation to verify Employee’s authorization to work in the United States.

Governmg Law; Binding Effect; Amendment. This Agreement shall be interpreted and

enforced in accordance with the laws of the State of Florida, and shall be binding on JEA’s
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successors (including any organization that succeeds to substantially all of the assets and business
of JEA) and assigns, and the term “JEA” whenever used in this Agreement shall mean and
include any such successor or assign. This Agreement shall not be assignable or transferable by
Employee or his beneficiaries or legal representatives. Notwithstanding the foregoing, in the
event of the death of Employee, payments that otherwise would have been made to Employee
shall instead be provided to Employee’s estate. No amendment or modification shall be effective
unless in writing by the parties, including the approval by the Board.

Savings Clause. Employee’s present benefits and rights are preserved, including but not limited
to accrued service credits, accrued leave, and accrued incentive compensation carried forward in

accordance with existing policies and procedures.

Public Records and Open Meetings (Sunshine) Requirements. Employee will become
familiar, with the assistance of JEA’s staff and JEA’s legal counsel, with the unique obligations
and parameters of the State of Florida’s public records and sunshine act laws, in order that JEA

maintain its record of compliance with such laws.

Legal Counsel. Employee shall be entitled to legal counsel from or approved by the Office of
General Counsel, paid for by JEA in a prompt and current manner as provided in Section 111.07,
Florida Statutes, as necessary if Employee is a defendant participant in a lawsuit against JEA for
actions that occurred during period of employment with JEA, excepting where a court has
adjudicated Employee as having committed intentional tort or torts.

Indemnification. Pursuant to Section 768.28(9)(a), Florida Statutes, Employee is not personally
liable in any action for any injury or damage suffered as a result of any act, event, or omission of
action in the scope of her or his employment or function. JEA hereby agrees to indemnify, defend
and hold Employee harmless from any and all claims, to the fullest extent permitted by Sections
111.07, 111.071 and 768.28(9)(a), Florida Statutes, and other applicable law. Without limiting
the scope of this Subsection 4.6, which the parties agree shall be construed as broadly as
permitted by applicable law, JEA’s agreement to indemnify, defend and hold employee harmless
includes claims arising out of the exercise of (or failure to exercise) Employee’s duties and
responsibilities to JEA, and to all other acts entitled to indemnification pursuant to Sections
111.07, 111.071 and 768.28(9)(a), Florida Statutes. If Employee’s claim for indemnification is
one for which indemnification is provided by Sections 111.07, 111.071 and 768.28(9)(a), Florida
Statutes, or by other applicable law, then Employee shall be entitled to the benefits and
protections of this Subsection 4.6 notwithstanding (i) any provision in this Agreement to the
contrary, (ii) termination of Employee’s employment, regardless of the reason for or
circumstances surrounding said termination, or (iii) the termination of this Agreement.

Confidentiality. Employee agrees and acknowledges that, in the course of Employee’s
employment with JEA, Employee may learn trade secrets and other proprietary information of
JEA. For purposes of this Agreement, “trade secrets” means any information protected by
Florida’s Trade Secrets Act, and “proprietary information” means any information obtained
during the course of Employee’s employment with JEA the disclosure of which would reasonably
be expected to create a material risk of harm to JEA’s legitimate business interests. JEA agrees
and acknowledges that, in the course of Employee’s employment with JEA, JEA may learn
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confidential information about Employee’s finances and other personal matters. Accordingly,
Employee agrees that Employee will not, during or after Employee’s employment with JEA,
disclose any of JEA’s trade secrets or other proprietary information, except in performance of
Employee’s duties as an Employee of JEA, and JEA agrees that it will not, during or after
Employee’s employment with JEA, disclose any confidential information about Employee.
However, nothing in this Agreement or in this Subsection 4.7 shall impose or be construed to
impose any limitation that is contrary to applicable law or applicable court order, or to limit the
parties’ opportunity to agree in the future to permit disclosures of information otherwise made

confidential by this Subsection 4.7.

Non-disparagement. Employee agrees not to disparage JEA, its officers or its Board members,
and JEA agrees not to disparage Employee, except that nothing in this Agreement or in this
Subsection 4.8 shall preclude either Employee or JEA from making truthful statements in legal
proceedings, to preclude Employee from providing information to or initiating or participating
in a proceeding before any federal, state or local administrative agency, or to impose any
limitation that is contrary to applicable law or applicable court order.

Authority. The person executing and delivering this Agreement on behalf of JEA is an
authorized officer, director or agent of JEA with full power and authority to bind JEA. Upon
execution and delivery of this Agreement by JEA, this Agreement shall constitute the legal, valid

and binding obligation of JEA.

Execution. This Agreement shall not become a binding and enforceable contract until signed by
Employee, the Chair of JEA’s Board of Directors, JEA’s Chief Financial Officer and JEA’s Chief
Legal Officer. This Agreement may be executed in multiple counterparts, each of which shall
be deemed to constitute an original, and which together, when signed by Employee, the Chair,
the Chief Financial Officer and the Chief Legal Officer, shall constitute a single, legally binding

contract.

Entire Agreement. This Agreement constitutes the entire agreement between the parties with
respect to the subject matter hereof. This Agreement supersedes all prior agreements and
understandings, both oral and written, between the parties with respect to the subject matter of

this Agreement.

Compliance with Sections 409A / 457. JEA intends that all payments provided under this
Agreement be exempt from, or comply with, the requirements of Sections 409A and 457 of-the
Code and any guidance promulgated under Sections 409A / 457 of the Code (collectively,
“Sections 409A / 457”) so that none of the payments or benefits will be subject to the additional
tax imposed under Sections 409A /457, and any ambiguities in this Agreement will be interpreted
in accordance with this intent. No payment or benefits to be paid to Employee, if any, under this
Agreement or otherwise, when considered together with any other severance payments or
separation benefits that are considered deferred compensation under Sections 409A /457 will be
paid or otherwise provided until Employee has a separation from service within the meaning.of
Sections 409A / 457. Each severance payment, installment, and benefit payable under Section 3
of this Agreement is intended to constitute a separate payment for purposes of U.S. Treasury

Regulation Section 1.409A-2(b)(2).
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All expenses or other reimbursements under this Agreement that would constitute nonqualified
deferred compensation subject to Sections 409A / 457, (i) shall be paid on or prior to the last day
of the taxable year following the taxable year in which such expenses were incurred by
Employee, (ii) no such reimbursement or expenses eligible for reimbursement in any taxable year
shall in any way affect Employee’s right to reimbursement of any other expenses eligible for
reimbursement in any other taxable year, and (iii) Employee’s right to reimbursement shall not
be subject to liquidation in exchange for any other benefit.

Confidential Disclosure in Reporting Violations of Law or in Court Filings. Employee
acknowledges and JEA agrees that Employee may disclose confidential information in
confidence directly or indirectly to federal, state, or local government officials, including but not
limited to the Department of Justice, the Securities and Exchange Commission, the Congress,
and any agency Inspector General or to an attorney, for the sole purpose of reporting or
investigating a suspected violation of law or regulation or making other disclosures that are
protected under the whistleblower provisions of state or federal laws or regulations. Employee
may also disclose confidential information in a document filed in a lawsuit or other proceeding,
but only if the filing is made under seal. Nothing in this Agreement is intended to conflict with
federal law protecting confidential disclosures of a trade secret to the government or in a court
filing, 18 U.S.C. § 1833(b), or to create liability for disclosures of confidential information that

are expressly allowed by 18 U.S.C. § 1833(b).

Notices. For purposes of this Agreement, notices, demands and all other communications
provided for in this Agreement shall be in writing and shall be deemed to have been duly given
when received if delivered in person, the next business day if delivered by overnight commercial
courier (e.g., Federal Express), or the third business day if mailed by United States certified mail,
return receipt requested, postage prepaid, to the following addresses:

If to JEA, to:

JEA
21 West Church Street
Jacksonville, FL 32202

If to Employee, to:

Aaron F. Zahn
at the address on file with JEA

Either party may change its address for notices in accordance with this Subsection 4.14 by
providing written notice of such change to the other party.

Survival. The provisions of this Agreement that are intended to survive this Agreement and
Employee’s termination of employment shall survive in accordance with their terms.

Severability. If any provision of this Agreement becomes or is deemed invalid, illegal or
unenforceable in any applicable jurisdiction by reason of the scope, extent or duration of its
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coverage, then such provision shall be deemed amended to the minimum extent necessary to
conform to applicable law so as to be valid and enforceable or, if such provision cannot be so
amended without materially altering the intention of the parties, then such provision shall be
stricken and the remainder of this Agreement (as applicable) shall continue in full force and

effect.

Waiver. Any failure of Employee to comply with any of his obligations under this Agreement
may be waived only in writing signed by JEA. Any failure of JEA to comply with any of its
obligations under this Agreement may be waived only in writing signed by Employee. No waiver
of any breach, failure, right or remedy contained in or granted by the provisions of this Agreement
shall constitute a continuing waiver of a subsequent or other breach, failure, right or remedy,

unless the writing so specifies.

Compliance with Applicable Laws. No provision of this Agreement shall be deemed to violate
applicable law and this Agreement shall be interpreted in accordance with this intent.

Arbitration. Except for suits seeking injunctive relief or specific performance or as otherwise
prohibited by applicable law, the parties hereby agree that any dispute, controversy or claim
arising out of, connected with and/or otherwise relating to this Agreement and the arbitrability
of any controversy or claim relating hereto shall be finally settled by binding arbitration. The
parties hereby knowingly and voluntarily waive any rights that they may have to a jury trial for
any such disputes, controversies or claim. The parties agree to resolve any dispute arising out of
this Agreement before the American Arbitration Association (the “AAA”) in accordance with
the AAA’s then existing National Rules of Resolution of Employment Disputes. The arbitration
shall be administered by the AAA and the hearing shall be conducted in Duval County in the
State of Florida before a neutral arbitrator, who must have been admitted to the practice of law
for at least the last ten (10) years (the “Arbitrator”). Each party further agrees to pay its or his
own arbitration costs, attorneys’ fees, and expenses, unless otherwise required by the AAA’s
then-existing arbitration rules. The Arbitrator shall issue an opinion within thirty (30) days of
the final arbitration hearing and shall be authorized to award reasonable attorneys’ fees to the
prevailing party, which decision of the Arbitrator shall be final, conclusive, unappealable and
binding on the parties. Subject to applicable law, the arbitration proceeding and any and all
related awards, relief or findings shall be confidential, except that any arbitration award may be
filed in a court of competent jurisdiction by either party for the purpose of enforcing the award. ]

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Employment
Agreement on the day and year above first written.

T

ATTEST: ¢ - JE}
\-/(6'/{ M) —-~—:,——~.\ A A (/H )’}/

L/Apnl Green, Ghalr

@e) 7/ Z 1'7/ 2

WITNESSES: - '
D -
7 / o~

I hereby certify that the expenditure contemplated by the foregoing Agreement has been
duly authorized, and provision has been made for the payment of the moneys provided therein

to be paid in respect of Fiscal Year 2019/2029.
=
=

‘Rya.ly’ annemacher, Chief Financial Officer

Approved:

Lynne Rhode, Chief Legal Officer

[Signature Page to Chief Executive Officer Employment Agreement)
4827-2555-8428.v8



Position Title
Location

Reports To

Reporting Structure

Position Summary

Responsibilities

EXHIBIT A

~ Position Profile
Managing Director & Chief Executive Officer (CEO)

Jacksonville, Florida

This position reports directly to the JEA Board of Directors (the “Board”),
comprised of seven members appointed by the Jacksonville Mayor,
confirmed by City Council, who serve staggered terms.

Current Reporting Structure under the CEO:

e President & Chief Operating Officer

e  Chief Financial Officer

e  Chief Public & Shareholders Affairs Officer

e  Chief Administrative Ofﬁéer

e  Chief Innovations and Transformation Officer

e  Chief Information Officer

This individual will be a forward-thinking, innovative leader capable of
conducting a strategic review of JEA and the industry landscape to
establish the long-term plans and objectives ensuring JEA will be relevant
and agile to adapt and thrive for decades to come. The Managing Director
& Chief Executive Officer (“CEO” henceforth) will be responsible for
establishing the overall direction of JEA, leading the business and overall
activities of the organization, and ensuring near and long-term financial
success and sustainability. The CEO will be tasked with identifying new
lines of business and revenue sources for JEA as well as establishing a
culture of continuous improvement and commercial success, always
seeking ways to improve efficiency and profitability.

The CEO will design the appropriate organizational structure to support
this strategy and is responsible for ensuring that the organization attracts
and retains a diverse mix of talent with the leadership, operational, and
commercial skills to drive a culture of internal and external innovation,

process excellence, and risk management.

In addition to working closely with the Board and his Executive
Management Team, the CEO will also work with public officials,
customers, industry leaders, suppliers, the financial community, and
environmental groups to ensure JEA continues to meet or exceed its
objectives in the safest, most reliable and cost effective manner.

e Provide strategic leadership for the orgé.nization by developing and

A-1
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implementing the strategic vision that outlines the long-term role of
JEA in the Jacksonville metro, the State of Florida, and the utility
industry as a whole. Working across the stakeholder community, the
CEO will conduct a detailed assessment of business including its
current objectives, market opportunities for business line expansion
and revenue growth, operational delivery capabilities, and customer
service to develop the near and long-term goals of JEA.

Pivotal to the strategic plan developed will be the identification of
potential additional revenue streams including competitive and retail
offerings such as retail solar, energy efficiency services and equipment
sales and/or leasing, leveraging JEA’s Dark Fiber and other
infrastructure assets, electrification of Jacksonville’s transportation
fleet, gas to electric energy conversions, etc.

In support of the business strategy developed, design and implement
the appropriate organizational structure to support a nimble,
collaborative, and innovative culture and enhanced delivery
capabilities. Utilize new-to-JEA collaboration and workflow
initiatives (idea generation forums, customer feedback reviews,
internal/external think tanks, etc.) to create a consistent internal engine
idea generation for growth and improvement.

Establish the appropriate policies to support the business strategy that
enable creativity, diversity, and commercial growth while also
protecting the assets, people, and information of JEA and those it

SCrves.

Facilitate stakeholder communication of strategy to gain buy-in;
clearly and continuously articulate the business strategy/direction to
the Board of Directors, regulators, senior management team and all

employees.

Effectively communicate risk and opportunity to facilitate decision-
making, prioritization and measurement of operating performance

against plan.

Represent JEA with its major customers, the financial community, the
public, and other stakeholders including local, state, and national
forums.

Manage company operations to ensure operational efficiency, safety,
quality service and cost-effective use of resources. Identify and
implement ongoing financial and operational improvements.

Define and execute a workforce development plan to attract and
engage a high performing team with the skills and competencies

A-1
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necessary to accomplish the goals of JEA today and in the future.
Identify and mentor future leaders for the organization, creating a
workplace of safe, reliable, cost-effective service with excellent
customer experience.

Enhance and maintain relationships with key constituents across the
region and the industry including elected officials, industry leaders,
suppliers, environmental groups and customers. Communicate
effectively to stakeholder groups with messaging appropriate for the
audience.

Define and oversee JEA’s Disaster Preparedness Plan and ensure the
appropriate training, logistics plan, and communication equipment are
in place to respond to emergency/disaster situations.

Lead public policy and public affairs activity, serving as the primary
spokesperson for the agency locally, regionally and nationally.

Increase understanding of the role of JEA in economic development
efforts across the region. Participate actively in legislative and
regulatory initiatives regionally and nationally.

Promote strong fiscal accountability and responsibility. -

Develop a culture of productivity, diversity, efficiency, flexibility, and
accountability to customers. Help JEA continue to evolve its internal
development capabilities and be a top employer of choice with a
diverse employment base with varying backgrounds.

A-1
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EXHIBIT B

Separation and Transition Agreement
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2.2

23

2.4

shall make hiﬁself or herself available to consult with JEA as reasonably requested by
JEA from time to time (the “Services”).

Consulting Fee. In exchange for the Services, commencing on the Separation Date, JEA
agrees to pay Service Provider a monthly fee of SfAMOUNT] (the “Monthly Fee”) for a
total fee of SJAMOUNT].? Except as to the Monthly Fee, no other payment or benefits
shall be due or payable to Service Provider for the Services. JEA may terminate Service
Provider’s service for Cause prior to the expiration of the Consulting Period and, in such
event, Service Provider shall forfeit his or her right to receive the Monthly Fee for the
remainder of the Consulting Period.

Status as an Independent Contractor. In all matters relating to the Services, nothing
under this Agreement shall be construed as creating any partnership, joint venture or
agency between JEA and Service Provider or to constitute Service Provider as an agent,
employee or representative of JEA. Service Provider shall act solely as an independent
contractor and, as such, is not authorized to bind any member of JEA to third parties.
Consequently, Service Provider shall not be entitled to participate during the Consulting
Period in any of the employee benefit plans, programs or arrangements of JEA in his
capacity as a consultant. Service Provider shall be responsible for and pay all taxes
related to the receipt of compensation in connection with the provision of the Services.
Service Provider shall not make any public statements concerning the Services that
purport to be on behalf of JEA, in each case without prior written consent from JEA.
Notwithstanding Service Provider’s status as an independent contractor in providing the
Services, to the fullest extent permitted by applicable law and JEA’s constituent
documents applicable to officers and directors of JEA, (a) Service Provider shall continue
to be entitled to indemnification for any loss, damage, or claim incurred by, imposed or
asserted against Service Provider in connection with the Services provided to JEA, and
(b) JEA shall pay the expenses incurred by Service Provider in defending any claim,
demand, action, suit or proceeding related thereto as such expenses are incurred by
Service Provider and in advance of the final disposition of such matter; provided that
Service Provider shall be entitled to the coverage under clauses (a) and (b) on the same
terms and conditions as were in effect prior to the Separation Date as reflected in Section
3.2.

Legal Counsel. The Service Provider shall be entitled to legal counsel, paid for by JEA,
as necessary if Service Provider is a defendant participant in a lawsuit against JEA for
actions that occurred during his period of employment and the Consulting Period with
JEA, excepting intentional torts.

SECTION III - SEVERANCE BENEFITS:

2 Note to Draft: To be calculated based on an annualized amount equal to the combined total of all items reflected
on Service Provider’s total compensation statement provided to Service Provide for the most recent 12-month
period.
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3.1

3.2

3.3

4.1

4.2.

Compliance with Employment Agreement. JEA shall comply with any and all of its
payment and benefit obligations of the Employment Agreement.

Indemnification. Pursuant to Section 768.28(9)(a), Florida Statutes, Service Provider is
not personally liable in any action for any injury or damage suffered as a result of any act,
event, or omission of action in the scope of her or his employment or function. JEA
hereby agrees to indemnify, defend and hold Service Provider harmless from any and all
claims, to the fullest extent permitted by Sections 111.07, 111.071 and 768.28(9)(a),
Florida Statutes, and other applicable law. Without limiting the scope of this Section 3.2,
which the parties agree shall be construed as broadly as permitted by applicable law,
JEA’s agreement to indemnify, defend and hold Service Provider harmless includes
claims arising out of the exercise of (or failure to exercise) Service Provider’s duties and
responsibilities to JEA, and to all other acts entitled to indemnification pursuant to
Sections 111.07, 111.071 and 768.28(9)(a), Florida Statutes. If Service Provider’s claim
for indemnification is one for which indemnification is provided by Sections 111.07,
111.071 and 768.28(9)(a), Florida Statutes, or by other applicable law, then Service
Provider shall be entitled to the benefits and protections of this Section 3.2
notwithstanding (i) any provision in this Agreement or the Employment Agreement to the
contrary, (ii) termination of Service Provider’s employment, regardless of the reason for
or circumstances surrounding said termination, or (iii) the termination of this Agreement.

No Other Compensation or Benefits. Except as otherwise specifically provided herein
or as required by the terms of any employee benefit plan, program or arrangement of
JEA, the Consolidated Omnibus Reconciliation Act or other applicable law, Service
Provider shall not be entitled to any compensation or benefits or to participate in any past,
present or future employee benefit plans, programs or arrangements of JEA on or after
the Separation Date.

SECTION IV — COVENANTS AND AGREEMENTS:

Incorporation by Reference. The covenants and agreements set forth in Sections 4.7,
4.8 and Section 4.13 of the Employment Agreement (the “Restrictive Covenants™) are
incorporated herein by reference as if such provisions were set forth herein in full.

Return of Property. All files, records, documents, manuals, books, forms, reports,
memoranda, studies, data, calculations, recordings, or correspondence, whether visually
perceptible, machine-readable or otherwise, in whatever form they may exist, and all
copies, abstracts and summaries of the foregoing, and all physical items related to the
business of JEA, whether of a public nature or not, and whether prepared by Service
Provider or not, are and shall remain the exclusive property of JEA, and shall not be
removed from its premises, except as required in the course of Service Provider’s
employment by JEA, without the prior written consent of JEA. No later than the
Separation Date, such items, including any copies or other reproductions thereof, shall be
promptly returned by Service Provider to JEA (or, if requested by JEA, destroyed by
Service Provider).

4816-1312-2461.v3



5.1

5.2

53

5.4

5.5

SECTION V - MISCELLANEOUS:

Governing Law; Binding Effect; Amendment. This Agreement shall be interpreted
and enforced in accordance with the laws of the State of Florida, and shall be binding on
JEA’s successors and assigns. This Agreement shall not be assignable or transferable by
Service Provider or his or her beneficiaries or legal representatives. Notwithstanding the
foregoing, in the event of the death of Service Provider, payments that otherwise would
have been made to Service Provider shall instead be provided to Service Provider’s
estate. No amendment or modification shall be effective unless in writing by the parties,
including the approval by the Board. '

Authority. The person executing and delivering this Agreement on behalf of JEA is an
authorized officer, director or agent of JEA with full power and authority to bind JEA.
Upon execution and delivery of this Agreement by JEA, this Agreement shall constitute
the legal, valid and binding obligation of JEA.

Execution. This Agreement shall not become a binding and enforceable contract until
signed by Service Provider, the Chair of JEA’s Board of Directors, JEA’s Chief Financial
Officer and JEA’s Chief Legal Officer. This Agreement may be executed in multiple
counterparts, each of which shall be deemed to constitute an original, and which together,
when signed by Service Provider, the Chair, the Chief Financial Officer and the Chief
Legal Officer, shall constitute a single, legally binding contract.

Entire Agreement. This Agreement constitutes the entire agreement between the parties
with respect to the subject matter hereof. This Agreement supersedes all prior
agreements and understandings, both oral and written, between the parties with respect to
the subject matter of this Agreement (including, without limitation, the Employment
Agreement (other than to the extent set forth herein and the Restrictive Covenants, which
shall remain in full force and effect)).

Compliance with Sections 409A / 457. JEA intends that all payments provided under
this Agreement be exempt from, or comply with, the requirements of Sections 409A and
457 of the Code and any guidance promulgated under Sections 409A / 457 of the Code
(collectively, “Sections 409A / 457”) so that none of the payments or benefits shall be
subject to the additional tax imposed under Sections 409A / 457, and any ambiguities in
this Agreement shall be interpreted in accordance with this intent. No payment or
benefits to be paid to Service Provider, if any, under this Agreement or otherwise, when
considered together with any other severance payments or separation benefits that are
considered deferred compensation under Sections 409A / 457 shall be paid or otherwise
provided until Service Provider has a separation from service within the meaning of
Sections 409A / 457. Each severance payment, installment, and benefit payable under
Section 3 of this Agreement is intended to constitute a separate payment for purposes of
U.S. Treasury Regulation Section 1.409A-2(b)(2).

All expenses or other reimbursements under this Agreement that would constitute
nonqualified deferred compensation subject to Sections 409A / 457, (i) shall be paid on

4
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5.6

5.7

5.8

59

or prior to the last day of the taxable year following the taxable year in which such
expenses were incurred by Service Provider, (ii) no such reimbursement or expenses
eligible for reimbursement in any taxable year shall in any way affect Service Provider’s
right to reimbursement of any other expenses eligible for reimbursement in any other
taxable year, and (iii) Service Provider’s right to reimbursement shall not be subject to
liquidation in exchange for any other benefit.

Notices. For purposes of this Agreement, notices, demands and all other
communications provided for in this Agreement shall be in writing and shall be deemed
to have been duly given when received if delivered in person, the next business day if
delivered by overnight commercial courier (e.g., Federal Express), or the third business
day if mailed by United States certified mail, return receipt requested, postage prepaid, to
the following addresses:

If to JEA, to:

JEA
21 West Church Street
Jacksonville, FL 32202

If to Service Provider, to:

Aaron F. Zahn
at the address on file with JEA

Either party may change its address for notices in accordance with this Subsection 5.6 by
providing written notice of such change to the other party.

Survival. The provisions of this Agreement that are intended to survive this Agreement
and Service Provider’s termination of employment shall survive in accordance with their
terms.

Severability. If any provision of this Agreement becomes or is deemed invalid, illegal or
unenforceable in any applicable jurisdiction by reason of the scope, extent or duration of
its coverage, then such provision shall be deemed amended to the minimum extent
necessary to conform to applicable law so as to be valid and enforceable or, if such
provision cannot be so amended without materially altering the intention of the parties,
then such provision shall be stricken and the remainder of this Agreement (as applicable)
shall continue in full force and effect.

Waiver. Any failure of Service Provider to comply with any of his or her obligations
under this Agreement may be waived only in writing signed by JEA. Any failure of JEA
to comply with any of its obligations under this Agreement may be waived only in
writing signed by Service Provider. No waiver of any breach, failure, right or remedy
contained in or granted by the provisions of this Agreement shall constitute a continuing
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5.10

waiver of a subsequent or other breach, failure, right or remedy, unless the writing so
specifies.

Arbitration. Except for suits seeking injunctive relief or specific performance or as
otherwise prohibited by applicable law, the parties hereby agree that any dispute,
controversy or claim arising out of, connected with and/or otherwise relating to this
Agreement and the arbitrability of any controversy or claim relating hereto shall be
finally settled by binding arbitration. The parties hereby knowingly and voluntarily
waive any rights that they may have to a jury trial for any such disputes, controversies or
claim. The parties agree to resolve any dispute arising out of this Agreement before the
American Arbitration Association (the “AAA”) in accordance with the AAA’s then
existing National Rules of Resolution of Employment Disputes. The arbitration shall be
administered by the AAA and the hearing shall be conducted in Duval County in the
State of Florida before a neutral arbitrator, who must have been admitted to the practice
of law for at least the last ten (10) years (the “Arbitrator”). Each party further agrees to
pay its or his own arbitration costs, attorneys’ fees, and expenses, unless otherwise
required by the AAA’s then-existing arbitration rules. The Arbitrator shall issue an
opinion within thirty (30) days of the final arbitration hearing and shall be authorized to
award reasonable attorneys’ fees to the prevailing party, which decision of the Arbitrator
shall be final, conclusive, unappealable and binding on the parties. Subject to applicable
law, the arbitration proceeding and any and all related awards, relief or findings shall be
confidential, except that any arbitration award may be filed in a court of competent
jurisdiction by either party for the purpose of enforcing the award.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Separation and
Transition Agreement on the day and year above first written.

ATTEST: JEA

[NAME], Chair

Date:

WITNESSES:

Aaron F. Zahn, Service Provider
Date:

I hereby certify that the expenditure contemplated by the foregoing Agreement has
been duly authorized, and provision has been made for the payment of the moneys provided
therein to be paid in respect of Fiscal Year 20[_ ]/20[__1.

. [NAME], Chief Financial Officer
Approved:

[NAME], Chief Legal Officer

[Signature Page to Separation and Transition Agreement]
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EXHIBIT A
MUTUAL RELEASE AGREEMENT

THIS MUTUAL RELEASE AGREEMENT (this “Agreement”) is made and entered
into on [DATE] by and between JEA, a body politic and corporate under the laws of the State of
Florida and an independent agency of the Consolidated City of Jacksonville (hereinafter referred
to as “JEA”), and Aaron F. Zahn, an individual currently residing in Florida, hereinafter referred
to as Service Provider. Capitalized terms used herein but not defined shall have the meanings
set forth in the Separation and Transition Agreement, dated as of [DATE] (the “Separation
Agreement”), by and between JEA and Service Provider.

WHEREAS, the Separation Agreement sets forth the terms and conditions of Service
Provider’s separation from service with JEA effective as [DATE]; and

WHEREAS, the Separation Agreement provides that, in consideration for certain
payments and benefits payable to Service Provider in connection with his or her separation from
service, Service Provider shall fully and finally release JEA from all claims relating to Service
Provider’s employment relationship with JEA and the termination of such relationship.

Accordingly, the parties hereto agree as follows:
SECTION I - RELEASE:

1.1 General Release by Service Provider. In consideration of JEA’s obligations under the
Separation Agreement and for other valuable consideration, Service Provider hereby
releases and forever discharges JEA and each of its respective officers, employees,
directors and agents from any and all claims, actions and causes of action (collectively,
“Claims”), including, without limitation, any Claims arising under (a) the Sarbanes-
Oxley Act of 2002, 18 U.S.C. § 1514; Sections 748(h)(i), 922(h)(i) and 1057 of the
Dodd-Frank Wall Street and Consumer Protection Act (the “Dodd Frank Act™), 7 U.S.C.
§ 26(h), 15 U.S.C. § 78u-6(h)(i) and 12 U.S.C. § 5567(a) but excluding from this release
any right Service Provider may have to receive a monetary award from the Securities and
Exchange Commission as an SEC Whistleblower, pursuant to the bounty provision under
Section 922(a)-(g) of the Dodd Frank Act, 7 U.S.C. Sec. 26(a)-(g), or directly from any
other federal or state agency pursuant to a similar program, or (b) any applicable federal,
state, local or foreign law, including, but not limited to, claims under Chapter 112 or
Chapter 760, Florida Statutes, that Service Provider may have, or in the future may
possess arising out of (x) Service Provider’s employment relationship with and service as
a director, employee, officer or manager of JEA, and the termination of such relationship
or service, or (y) any event, condition, circumstance or obligation that occurred, existed
or arose on or prior to the date hereof; provided, however, that the release set forth in this
Section 1.1 shall not apply to (i) the obligations of JEA under the Separation Agreement,
(ii) the obligations of JEA to continue to provide indemnification to Service Provider as
provided under applicable law or in the Separation Agreement and (iii) any Claims which
cannot be released under applicable law. Service Provider further agrees that the
payments and benefits described in the Separation Agreement shall be in full satisfaction
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of any and all claims for payments or benefits, whether express or implied, that Service
Provider may have against JEA arising out of Service Provider’s employment
relationship, Service Provider’s service as a director, employee, officer or manager of
JEA and the termination thereof. The provision of the payments and benefits described
in the Separation Agreement shall not be deemed an admission of liability or wrongdoing
by JEA. This Section 1.1 does not apply to any Claims that Service Provider may have
as of the date Service Provider signs this Agreement arising under the federal Age
Discrimination in Employment Act of 1967, as amended, and the applicable rules and
regulations promulgated thereunder (“ADEA”). Claims arising under ADEA are
addressed in Section 1.2 of this Agreement.

1.2 Specific Release of ADEA Claims by Service Provider. In consideration of the
payments and benefits provided to Service Provider under the Separation Agreement,
Service Provider hereby releases and forever discharges JEA and each of their respective
officers, employees, directors and agents from any and all Claims that Service Provider
may have as of the date Service Provider signs this Agreement arising under ADEA. By
signing this Agreement, Service Provider hereby acknowledges and confirms the
following: (a) Service Provider was advised by JEA in connection with Service
Provider’s termination to consult with an attorney of Service Provider’s choice prior to
signing this Agreement and to have such attorney explain to Service Provider the terms of
this Agreement, including, without limitation, the terms relating to Service Provider’s
release of claims arising under ADEA; (b) Service Provider has been given a period of
not fewer than twenty-one (21)3 days to consider the terms of this Agreement and to
consult with an attorney of Service Provider’s choosing with respect thereto; and (c)
Service Provider is providing the release and discharge set forth in this Section 1.2 only
in exchange for consideration in addition to anything of value to which Service Provider
is already entitled.

1.3 General Release by JEA. JEA hereby releases and forever discharges Service Provider
and each of his or her agents, representatives, attorneys, successors, assigns, heirs,
executors and administrators from any Claims that JEA may have, or in the future may
possess, arising out of (x) Service Provider’s employment relationship with and service
as a director, employee, officer or manager of JEA, and the termination of such
relationship or service, or (y) any event, condition, circumstance or obligation that
occurred, existed or arose on or prior to the date hereof; provided, however, that the
release set forth in this Section 1.3 shall not apply to any Claims which cannot be
released under applicable law.

1.4  Representation. Service Provider hereby represents that Service Provider has not
instituted, assisted or otherwise participated in connection with, any action, complaint,
claim, charge, grievance, arbitration, lawsuit or administrative agency proceeding, or

¥ Note to Draft: To insert for employees who are age 40 years or older and to be increased to 45 days for a group
termination.
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action at law or otherwise against any member of JEA or any of their respective officers,
employees, directors, shareholders or agents.

SECTION II - CESSATION OF PAYMENTS:

In the event that Service Provider (a) files any charge, claim, demand, action or
arbitration with regard to Service Provider’s employment, compensation or termination of
employment under any federal, state or local law, or an arbitration under any industry regulatory
entity, except in either case for a claim for breach of the Separation Agreement or failure to
honor the obligations set forth therein or (b) breaches any of the covenants or obligations
contained in or incorporated into the Separation Agreement, JEA shall be entitled to cease
making any payments due pursuant to Section 3 of the Separation Agreement (other than the
Accrued Obligations).

SECTION III - VOLUNTARY ASSENT:

Service Provider affirms that Service Provider has read this Agreement, and understands
all of its terms, including the full and final release of claims set forth in Section 1. Service
Provider further acknowledges that (a) Service Provider has voluntarily entered into this
Agreement; (b) Service Provider has not relied upon any representation or statement, written or
oral, not set forth in this. Agreement; (c) the only consideration for signing this Agreement is as
set forth in the Separation Agreement; and (d) this document gives Service Provider the
opportunity and encourages Service Provider to have this Agreement reviewed by Service
Provider’s attorney and/or tax advisor.

SECTION IV - REVOCATION:*

This Agreement may be revoked by Service Provider within the seven (7)-day period
commencing on the date Service Provider signs this Agreement (the “Revocation Period”). In
the event of any such revocation by Service Provider, all obligations of JEA under the Separation
Agreement shall terminate and be of no further force and effect as of the date of such revocation.
No such revocation by Service Provider shall be effective unless it is in writing and signed by
Service Provider and received by JEA prior to the expiration of the Revocation Period.

SECTION V — MISCELLANEOUS:

5.1 Governing Law; Binding Effect; Amendment. This Agreement shall be interpreted
and enforced in accordance with the laws of the State of Florida, and shall be binding on
JEA’s successors and assigns. This Agreement shall not be assignable or transferable by
Service Provider or his or her beneficiaries or legal representatives. No amendment or
modification shall be effective unless in writing by the parties, including the approval by
the Board.

4 Note to Draft: To insert for employees who are age 40 years or older.
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5.5

5.6

5.7

Authority. The person executing and delivering this Agreement on behalf of JEA is an
authorized officer, director or agent of JEA with full power and authority to bind JEA.
Upon execution and delivery of this Agreement by JEA, this Agreement shall constitute
the legal, valid and binding obligation of JEA.

Execution. This Agreement shall not become a binding and enforceable contract until
signed by Service Provider, the Chair of JEA’s Board of Directors, JEA’s Chief Financial
Officer and JEA’s Chief Legal Officer. This Agreement may be executed in multiple
counterparts, each of which shall be deemed to constitute an original, and which together,
when signed by Service Provider, the Chair, the Chief Financial Officer and the Chief
Legal Officer, shall constitute a single, legally binding contract. '

Entire Agreement. This Agreement constitutes the entire agreement between the parties

with respect to the subject matter hereof. This Agreement supersedes all prior
agreements and understandings, both oral and written, between the parties with respect to
the subject matter of this Agreement.

Notices. = For purposes of this Agreement, notices, demands and all other
communications provided for in this Agreement shall be in writing and shall be deemed
to have been duly given when received if delivered in person, the next business day if
delivered by overnight commercial courier (e.g., Federal Express), or the third business
day if mailed by United States certified mail, return receipt requested, postage prepaid, to
the following addresses:

If to JEA, to:

JEA
21 West Church Street
Jacksonville, FL 32202

If to Service Provider, to:

Aaron F. Zahn
at the address on file with JEA

Either party may change its address for notices in accordance with this Subsection 5.5 by
providing written notice of such change to the other party.

Survival. The provisions of this Agreement that are intended to survive this Agreement
and Service Provider’s termination of employment shall survive in accordance with their
terms.

Severability. If any provision of this Agreement becomes or is deemed invalid, illegal or
unenforceable in any applicable jurisdiction by reason of the scope, extent or duration of
its coverage, then such provision shall be deemed amended to the minimum extent
necessary to conform to applicable law so as to be valid and enforceable or, if such
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5.8

5.9

provision cannot be so amended without materially altering the intention of the parties,
then such provision shall be stricken and the remainder of this Agreement (as applicable)
shall continue in full force and effect.

Waiver. Any failure of Service Provider to comply with any of his or her obligations
under this Agreement may be waived only in writing signed by JEA. Any failure of JEA
to comply with any of its obligations under this Agreement may be waived only in
writing signed by Service Provider. No waiver of any breach, failure, right or remedy
contained in or granted by the provisions of this Agreement shall constitute a continuing
waiver of a subsequent or other breach, failure, right or remedy, unless the writing so
specifies. '

Arbitration. Except for suits seeking injunctive relief or specific performance or as
otherwise prohibited by applicable law, the parties hereby agree that any dispute,
controversy or claim arising out of, connected with and/or otherwise relating to this
Agreement and the arbitrability of any controversy or claim relating hereto shall be
finally settled by binding arbitration. The parties hereby knowingly and voluntarily
waive any rights that they may have to a jury trial for any such disputes, controversies or
claim. The parties agree to resolve any dispute arising out of this Agreement before the
American Arbitration Association (the “AAA”) in accordance with the AAA’s then
existing National Rules of Resolution of Employment Disputes. The arbitration shall be
administered by the AAA and the hearing shall be conducted in Duval County in the
State of Florida before a neutral arbitrator, who must have been admitted to the practice
of law for at least the last ten (10) years (the “Arbitrator”). Each party further agrees to
pay its or his own arbitration costs, attorneys’ fees, and expenses, unless otherwise
required by the AAA’s then-existing arbitration rules. The Arbitrator shall issue an
opinion within thirty (30) days of the final arbitration hearing and shall be authorized to
award reasonable attorneys’ fees to the prevailing party, which decision of the Arbitrator
shall be final, conclusive, unappealable and binding on the parties. Subject to applicable
law, the arbitration proceeding and any and all related awards, relief or findings shall be
confidential, except that any arbitration award may be filed in a court of competent
jurisdiction by either party for the purpose of enforcing the award.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Release
Agreement on the day and year above first written.

ATTEST: JEA

. [NAME], Chair

Date: '

I hereby certify that the expenditure contemplated by the foregoing Agreement has
been duly authorized, and provision has been made for the payment of the moneys provided
therein to be paid in respect of Fiscal Year 2019/2020.

[NAME)], Chief Financial Officer
Approved:

[NAME], Chief Legal Officer

SERVICE PROVIDER HEREBY ACKNOWLEDGES THAT SERVICE PROVIDER
HAS READ THIS AGREEMENT, THAT SERVICE PROVIDER FULLY KNOWS,
UNDERSTANDS AND APPRECIATES ITS CONTENTS, AND THAT SERVICE
PROVIDER HEREBY ENTERS INTO THIS AGREEMENT VOLUNTARILY AND OF
SERVICE PROVIDER’S OWN FREE WILL.

Aaron F. Zahn

[Signature Page to Mutual Release Agreement]
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zahnaf@iea.com
(312) 286-1040

OnJul 9, 2019, at 9:28 AM, Kendrick, Jonathan A. - Interim VP & HR Officer
<kendia@jea.com> wrote:

Aaron,

| don’t see a cooperation clause her. | believe Angie left a separation
document in her files. I'll head to the office and look and get thatto go if |
can find it. Lynne May have a copy of it , too, if she has any of Jody’s files.

Jon
Get Qutlock for iQS

—————————— Forwarded message ----------

From: "Strackbine, Scott I. - Compensation Specialist" <strasi
Date: Tue, Jul 9, 2019 at 9:15 AM -0400

Subject: McElroy Contract

To: "Kendrick, Jonathan A. - Interim VP & HR Officer" <kendia@iea.com>
Cc: "Maillis, Patricia L. - Director, Employee Services" <mailpl@]

Hi Jon,

Attached is the most recent contract for Paul McElroy. | was not able to
find any separation agreement in the G drive or Oracle.

Thanks,
Scott Strackbine

Compensation Specialist
Direct: (904) 665-7471

<imageQiiipgr<image(12.ipg><imagell3.ing><imagedid.jpg>

>

<imagel15.ipe

<CEO Contract 2015-2018 McElroy.pdf>



PAUL McELROY TRANSITION SERVICES AGREEMENT

THIS TRANSITION SERVICES AGREEMENT, (“this Agreement") is made and
entered into as of this 6™ day of April, 2018 by and between the JEA, a body politic and
corporate under the laws of the State of Florida and an independent agency of the
Consolidated City of Jacksonville, hereinafter referred to as JEA or Employer, and
Paul E. McElroy, an individual currently residing in Jacksonville, Florida, hereinafter
referred to as Employee or Chief Executive Officer/Managing Director.

WHEREAS, Employee has determined that he will not seek an extension of his
employment as CEO past 9/30/2018; and

WHEREAS, Employer and Employee desire to commence the transition of the
Chief Executive Officer/Managing Director position.

Now therefore JEA and Employee agree as follows:

1. The Employment Agreement for Chief Executive Officer/Managing
Director ("Employment Agreement”), dated August 21, 2015, shall remain in full force
and effect except as expressly modified herein.

a. Section 1.2 is hereby amended by deleting the first and last sentences
of such section in their entirety and adding the following new sentence
as the first sentence of such section: “Commencing on April 6, 2018,
Employee's duties shall solely consist of providing assistance as

required by JEA regarding the ftransition of the Chief Executive
Officer/Managing Director position.”

b. Section 1.4 is hereby amended by deleting the last sentence of such
- section in its entirety.

¢. Section 3.1.1 is hereby amended by deleting the phrase “equal to one

year" in its entirety and replacing it with the phrase “equal to 20
weeks.”

d. The last WHEREAS clause on page 2 is hereby deleted in its entirety.

2. By September 1, 2018, JEA shall have made all reasonable efforts to
complete all actuarial and tax calculations necessary for the City of Jacksonville
General Empioyees Pension Plan and the JEA Pension Restoration/Supplemental Pian.

3. in accordance with Paragraph 2.2 of the Employment Agreement,
Employee retains his eligibility to receive annual Performance Compensatior) as
expressly detailed therein and based on the fiscal year 2017/2918 bonus criteria
established by JEA, pro-rated through April 6, 2018, it a bonus is awa{ded for the
2017/2018 fiscal year after JEA completes its evaluation in respect of such fiscal year.



4 The Employee shall be entitied to continue to be included within the scope
of the engagement letter dated March 27, 2018 regarding testimony to City Council and
committees thereof, regarding the potential sale of JEA.

5. The Employee shall be entitled to legal counsel, paid for by JEA, as
necessary if Employee is a defendant participant in a lawsuit against the JEA for actions
that occurred during his period of employment with JEA, excepting intentional torts.

IN WITNESS WHEREOF, the parties hereto have duly executed this agreement as of
the day and year above first written.

Executed at Jacksonville, Florida as of this 6th day of April, 2018.

ol ¢ o e

Paul E. McElroy, Employee

JEA
By:_Audusstdry DV\M
wﬂs__ [Printed Name)
Inbedo CEC 2 CFO  [Title]
Approvgd ) //
- }”\ \4 /f DR

Office of General Counsel

#53754389_vi
GC-1200754-v5-4_2_18_McElroy Transition_Services_Agreement.docx






Building Community

Date:

4/5/2019

received email 040819

at.
johnn
riven

PAYMENT REQUEST

Posting Period: 04/2019

From:

(MMIYY YY)

Managing Director / CEO

To:

(JEA Organization Name And Location)

Accounts Payable Department, Customer Center.6" Floor

Payee Name:  Aaron Zahn

Please Issue Payment in Favor Of:

Vendor Number: 922622

M, if new O

{As Shown On Payment Supporting Documentation}

{As shown in Oracle, if known)

Site Name: Office

Address:
House number, street name, PO Box, etc. {As shown in Oracle, if known)
040519-922622
Invoice Number: 922622-040419
City, State, Zip Code
Project # Task # Expenditure Type (Name) Expenditure Organization Amount

021.50000.00000000.00 Training and Other Meeting

.923101.2017.0000 Expense Managing Director-CEQ 4,316.04

Description:  Expenses related to team building for new executive team

Description:

Description:

Description:

Description:

Description:
Note: in accordance with the JEA Procurenient Code (P-Code,) purchases in Total: $ 4,316.04

excess of $5,000 must be accompanied by a valid JEA-issued purchase order
unless exempted by the P-Code through Exe p.sion or Directive.

Paymént Method
Check

ACH-EFT
O Wire

(For ACH and Wire: )

b Authorization

L/ﬂ (Appointed Supervising Employee Signature)

Ryan Wannemacher

(Appoinied Supervising Employee Printed Mame)

Bank Name:

Bank City & State:
Routing / ABA:
Account #:

Special Handling Instructions:

Ok to pay per Naline Thompson 04/08/19

Preparer Name:

Lynette lvy

Pay Alone: O

Preparer Signature:

Due Date: (Net 30 from rec’d"if blank ):




$

BELMOND

CHARLEETON PLACE
CHARLESTON Q\l\v

Mr Aaron Zahn _ Room No. : 622
Po Box 50806 Arrival . 03/29/19
Jacksonville Beach FL 32240 Departure : 03/31/19

United States
Page No. : 1 o0of1

Folio No.
INFORMATION INVOICE Conf. No. @ 2473586
Invoice No. :
A/R Number : Date © 03/31119
Group Code :
Company Name UseriID : CEDWARDS@CPH,
Date Text ' Charges Credits
uUsb Usb
03/29/19 Room Charge 629.00
03/29/19 City Destination Fee ' 2.00
03/29/19 Room Taxes 88.34
03/30/19 Room Charge 629.00
03/30/19 City Destination Fee 2.00
03/30/19 Room Taxes ) 88.34
03/31/19 American Express Card 1,438.68
XOOKXXXXXXXXE003  XXIXX -
Total 1,438.68 1,438.68
Balance 0.00 USD

TERMS: DUE AND PAYABLE UPON PRESENTATION. | AGREE THAT MY LIABILITY FOR THS BILL IS NOT WAIVED AND AGREE TO BE HELD
PERSONALLY LIABLE IN THE EVENT THAT THE INDICATED PERSON, COMPANY, OR ASSOCIATION FAILS TO PAY FOR ANY PART OR THE

FULL AMOUNT OF THESE CHARGES.

Charleston Place Hotel - 205 Meeting Street - Charleston, SC 29401 - Phone: +1 843 722 4900 - CharlestonPlace.com



0
BELMOND
CHARLESTON PLACE

CHARLESTON

I

Mr Aaron Zahn Room No. : 543
Po Box 50806 Arrival 03/29/19
Jacksonville Beach FL 32240 Departure : 03/31/19
United States
Page No. 1 0f1
Folio No. 425602
INFORMATION INVOICE Conf. No. . 2473589
Invoice No. :
A/R Number Date 03/31/19
Group Code
Company Name User ID CEDWARDS@CPH,
Date Text Charges Credits
usb UsD
03/29/19 Room Charge 629.00
03/29/18 City Destination Fee 2.00
. 03/29/19 Room Taxes 88.34
03/30/19 Room Charge 629.00
" 03/30/19 City Destination Fee 2.00
03/30/19 Room Taxes 88.34
03/3119 American Express Card 1,438.68
XKXXKXXKXKXXKEQ03  XXIXX
Total 1,438.68 1,438.68
Balance 0.00 USD

TERMS: DUE AND PAYABLE UPON PRESENTATION. | AGREE THAT MY LIABILITY FOR THS BILL IS NOT WAIVED AND AGREE TO 8E HELD
PERSONALLY LIABLE IN THE EVENT THAT THE INDICATED PERSON, COMPANY, OR ASSOCIATION FAILS TO PAY FOR ANY PART OR THE

FULL AMOUNT OF THESE CHARGES.

Charleston Place Hotel - 205 Meeting Street - Charleston, SC 29401 - Phone: +1 843 722 4900 - CharlestonPlace.com



e

£
BELMOND
CHARLESTON PLACE <
CHARLESTON
Mr Aaron Zahn ) _ Room No. : 608
Po Box 50806 Arrival . 03/29/19
Jacksonville Beach FL 32240 Departure : 03/31/19
United States : '
Page No. : 1o0of1
Folio No. : 425620
INFORMATION INVOICE Conf. No. @ 2473587
v Invoice No. :
A/R Number : ' Date ©03/31/19
Group Code : ‘ . CEDW
Company Name UseriD ARDS@CPH,
Date " Text "~ Charges Credits
uUsb usb
03/29/19 Room Charge 629.00
03/29/19 City Destination Fee 2.00
03/29/19 Room Taxes 88.34
03/30/19 Room Charge 629.00
03/30/18 City Destination Fee 2.00
03/30/19 Room Taxes 88.34
03/31/19 American Express Card 1,438.68
HOOOKKXKXXXKE003  XX/XX
Total 1,438.68 1,438.68
Balance 0.00 USD

TERMS: DUE AND PAYABLE UPON PRESENTATION. | AGREE THAT MY LIABILITY FOR THS BILL IS NOT WAIVED AND AGREE TO BE HELD
PERSONALLY LIABLE IN THE EVENT THAT THE INDICATED PERSON, COMPANY, OR ASSOCIATION FAILS TO PAY FOR ANY PART OR THE

FULL AMOUNT OF THESE CHARGES.

Charleston Place Hotel - 205 Meeting Street - Charleston, SC 29401 - Phone: +1 843 722 4900 - CharlestonPlace.com



lvy, M. Lynette - Executive Assistant

From: - Orfano, Joseph E. - Treasurer

Sent: Friday, April 5, 2019 1:31 PM

To: Ivy, M. Lynette - Executive Assistant

Cc: Quarterman, Kristina M - Manager Operating Budgets; Nealy, Stephanie M. - Financial
Analyst Specialist

Subject: FW: Code

Lynette:

Forwarding the account code information from Kristina Quarterman. Could you please provide the amount of the
expenses to Kristina/Stephanie so that they can transfer funds sufficient to cover the expenses?

Thanks,

Joe Orfans
Treasurer

Direct: (904) 665-4541
Mobile: (904) 677-1873
Fax: (904) 665-8334

From: Quarterman, Kristina M - Manager Operating Budgets <quarkm@jea.com>

Sent: Friday, April 5, 2019 1:27 PM
To: Orfano, Joseph E. - Treasurer <orfaje@jea.com>; Nealy, Stephanie M. - Financial Analyst Specialist

<medlsm@jea.com>
Subject: Code

Joe,

Please code to:

02 1.50000.00000000.00.923101.2017.0000

I’m assuming we will need to do a budget transfer for this. We will happy to transfer \i/vhen provided the amount.

Thanks,
KQ



From: Ivy, M. Lynette - Executive Assistant

To: Cason, Arhonda D. (Randstad)
Subject: RE: Check Request for Aaron Zahn
Date: Tuesday, April 9, 2019 2:03:56 PM
Attachments: scan_ivvymi 2019-04-08-08-17-03.pdf
Hi Arhonda,

Sorry | meant to circle back to you yesterday. We actually only have the Board approve Aaron’s
travel expenses, while office expenses {which is what this one is being coded as) are approved by
Ryan {as is attached). | spoke to Joe about it yesterday afternoon .and he concurred. Did he happen
to speak with you or, if not, would you be able to check with him?

Thanks,
Lynette

From: Cason, Arhonda D. (Randstad) <casoad@jea.com>
Sent: Monday, April 8, 2019 2:05 PM

To: vy, M. Lynette - Executive Assistant <ivyml@jea.com>
Subject: FW: Check Request for Aaron Zahn

Importance: High

Hi Lynette

The attached payment request will need to be signed and approved by the board
(Alan Howard].

Once you have the signature approval please return for further processing.

Thanks

Ashonda Cason, 7ravel Adninistrator
rave & Tuition Services

W ek $1, 016
Jucksomville, 1, 3207
il casoad @2 jest oo
WS 0

From: Accounts Payable Customer Service <acctpaycustsiv@jea.com>
Sent: Monday, April 8, 2019 9:42 AM

To: Cason, Arhonda D. {(Randstad) <casoad@jea.com>

Subject: FW: Check Request for Aaron Zahn

Arhonda,



Please review attached PR.

Thank you.

Jen Lea
Accounts Clerk Senior
Direct: (904) 665-7122

From: lvy, M. Lynette - Executive Assistant <ivymi@jea.com>

Sent: Monday, April 8, 2019 9:10 AM

To: Accounts Payable Customer Service <acctpaycustsrv@jea.com>
Subject: Check Request for Aaron Zahn

Hello,
Please see attached, approved check request for Aaron Zahn.

Please let me know if you have any quest'ions.

Thanks,

Lynette

Lynette Ivy

Executive Assistant to the Executive Team and JEA Board of Directors
Direct: (904) 665-4567

Mobile: (904) 703-1874

ivyml@jea.com
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Agenda Item Il — Operations (Discussion/Action)

A. Consent Agenda — used for items that require no explanation, discussion or presentation
and are approved by one motion and vote. On motion by Secretary Lee Johnson and
second by Mr. Howard, Appendix A, B and C were unanimously approved.

Appendix A: Board Meeting Minutes March 26, 2019 — approved
Appendix B: Board Meeting Minutes April 2, 2019 — approved
Appendix C: FY2018 Annual Disclosure Reports — approved

B. Monthly Reports and Updates — The following monthly reports and updates are
submitted to the Board as information only. These items require no explanation,
discussion, presentation or action.

Appendix A: Monthly Financial Statements — received for information
Appendix B: Monthly Financial and Operations Detail — received for information

Appendix C: Monthly FY19 Communications & Engagement Calendar and Plan
Update — received for information

Appendix D: Sole Source & Emergency Procurement/Procurement Appeals Board
Report — received for information

C. Monthly Financials and Operations Dashboard — Melissa Dykes, President/COO,
presented the Q2 Financial Update Video to demonstrate how employees receive this
information and fielded questions from the Board.

D. JEA’s Procurement and Jacksonville Small and Emerging Business (JSEB) Program
Report — John McCarthy, VP & Chief Supply Chain Officer provided the JSEB Program
report for Q2.

E. Hurricane Readiness Readout — Kerri Stewart, VP & Chief Customer Officer gave a

’ brief overview of JEA’s Hurricane Readiness. Ms. Stewart advised of the lessons learned
from the last two storms and presented a video of this year’s hurricane exercise, which
was conducted in JEA’s new Emergency Operations Center and the secondary site at the
Cologix location. Ms. Stewart advised that this year’s exercise also consists of a Business
Continuity piece.

F. Quarterly Report — information for the Quarterly report was presented with III. C.

Agenda Item IV — Strategy (Discussion Only)

A. JEA’s Last 10 Years & Status Quo Baseline — Melissa Dykes, President/COO and
Ryan Wannemacher, CFO presented information on strategic planning and a report that
provided information to the Board on the last 10 years of JEA’s sales and revenue and
forecasts related to continuing to do business as it is today. Ms. Dykes also presented the
Integrated Water Resource Plan (IWRP) and provided information on JEA’s investment
in Water Evolution. Mr. Wannemacher presented information on technology disruption to
the industry that JEA is currently experiencing. The Board held discussions on these
topics following the presentation.

Board Chair Green requested a motion that management come back with strategic plans and
options. Upon motion by Secretary Lee Johnson and second by Ms. Flanagan the motion
carried. Due to this item not being on the approved Board agenda, legal advised that public
comments had to be reopened. There were no public comments related to this item.
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Acgenda Item V — Subject Matter Exploration (Opportunitie. Risks — Presentations
A. N/A

Agenda Item VI — Committee Report

A. Finance and Audit Committee — Committee Chair Flanagan presented the committee
report to the Board. Mr. Howard added that through the efforts of Mr. Hightower’s group
legislation was passed to allow shade meetings to discuss cyber security.

Agenda — May 20, 2019 — received for information

Draft Minutes — March 18, 2019 — received for information

FY2020 Budget Presentations — received for information

Quarterly Audit Services Update — received for information

Ethics Officer Quarterly Report — received for information

Electric System and Water and Sewer System Reserve Fund Quarterly

Report — received for information

JEA Energy Market Risk Policy Report — received for information

Next Meeting, August 19, 2019, 8:00 AM — 10:00 AM - received for information

9. Committee Discussions — received for information
a. Ernst & Young Engagement — Ted Hobson
b. Ernst & Young — John DiSanto
¢. Director, Audit Services — Steve Tuten
d. Council Auditor’s Office — Jeff Rodda

B. Nominating Committee
1. Resolution 2019 — 04 Amendment to Board Appointments — Chair Green
advised a correction was necessary to reflect the correct Board Appointments. A
motion was made to reflect April Green as Board Chair, Reverend Frederick Newbill
as Vice Chair and Camille Lee Johnson as Secretary by Mr. Howard and a second by
Secretary Lee Johnson which passed unanimously.

AR e

®° N

Agenda Item VII — Other Business

Old Business — Chair Green requested a monthly headquarters update.

Other New Business — None

Open Discussion — None

Managing Director/CEO’s Report — Mr. Zahn recognized the management team for
having two bills passed through Florida legislation including one for cyber security and
one for protecting public utility’s customer data.

Chair’s Report — Chair Green recognized the Senior Leadership team for their efforts
so far and challenged them and all JEA employees to continue current efforts and
provide ideas for future growth.

Public Comments were reopened and Ms. Judy Franklin addressed the Board regarding
transparency.

TowE»>

=

Agenda Item VIII — Closing Considerations
A. Announcements — Next Board Meeting — June 25, 2019

B. Adjournment

With no further business claiming the attention of the Board, Chair Green adjourned the
meeting at 11:07 AM.
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management team biographies, language on the subject of privatization and Plant Vogtle
material. Members of the Senior Leadership Team, as well as Office of General
Counsel have previously reviewed and approved the previous drafts and current
changes. On motion by Ms. Flanagan and second by Vice Chair Cumber, the Board
unanimously approved and authorized the Annual Disclosure Reports for the systems in
substantially the forms distributed on March 20, 2018, as amended through May 9,
2018, with additional changes as approved by the Interim Managing Director and Chief
Executive Officer of JEA and authorized the filing and use of the Annual Disclosure
Reports.

Compensation Committee Recommendation — Executive Contracts — Compensation
Committee Chair Flanagan stated the Committee met on May 14, 2018 for the purposes
of reviewing employment agreements for Aaron Zahn, Interim Managing Director/Chief
Executive Officer and Melissa Dykes, President/Chief Operating Officer. Committee
Chair Flanagan stated since the distribution of the contracts, the Committee
recommended to revise the effective date to May 15, 2018 on both agreements, as well
as remove the clause in section 2.5 providing 280 hours of leave during each year of
employment. The remainder of the contract remains intact as negotiated by the Board
Chair. The Committee also recommended an addendum adding a position description to
the agreement of Ms. Dykes. The Committee felt it was important to provide additional
time to Mr. Zahn to outline the roles and responsibilities of Ms. Dykes, while providing
the delegation of authority to the Compensation Committee Chair to review upon
completion. Ms. Brooks noted an error related to the effective date definition in the first
paragraph of Ms. Dykes’ agreement. On motion by Vice Chair Cumber and second by
Secretary Newbill, the Board unanimously approved the employment agreements as
recommended by the Compensation Committee, including the scrivener error, as well as
providing delegated authority to the Compensation Committee to work with Ms. Dykes
and Mr. Zahn on finalizing the position description for Ms. Dykes.

Agenda Item IV — Strategy (Discussion Only)

Agenda items were presented out of order, however, the minutes reflect the original order of
the agenda.

A.

Reorganization/Transition Steps — Mr. Zahn stated that customers, employees, and
shareholders are JEA’s top priority. Mr. Zahn noted that he has worked with Mayor
Curry, City Council Members, and JEA’s Senior Leadership Team and has completed a
reorganization. Mr. Zahn stated he has merged into step two by engaging council
members and listening to their perspective and focusing on a united community. Step
three will be focused on creating a successful shareholder framework. Chair Howard
stated he appreciated the work and effort of the Senior Leadership Team serving our

- customers. This presentation was received for information.

CEO Search Update — Compensation Committee Chair Flanagan stated the Committee
met on May 14, 2018 and reviewed the selection of an executive search firm for the
recruitment of the permanent Managing Director/CEO position. Ms. Flanagan thanked
Angie Hiers, Vice President and Chief Human Resources Officer and John McCarthy,
Vice President and Chief Supply Chain Officer for their work. Committee Chair
Flanagan reviewed the process to date starting with the direction of the Board at the
April 17, 2018 meeting for Committee Chair Flanagan to begin the request for proposal
process to select a firm. Upon receipt of the proposals, Committee Chair Flanagan
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narrowed the list down and conducted interviews with Heidrick & Struggles, Russell
Reynolds, and ZRG. Committee Chair Flanagan identified two important criteria
including the firm’s benchmarking and success statistics of hiring at the President/CEO,
Board of Directors, and senior management level, with the second criteria being fee
structure. Committee Chair Flanagan stated that based on their experience at hiring at
the President/CEO level, she recommends Heidrick & Struggles to conduct the search
for the permanent position of the Managing Director/CEO. In transparency, Committee
Chair Flanagan noted Heidrick & Struggles has the highest fee structure of the three
firms with 33% of the total compensation, Russell Reynolds at 30% with $120K
minimum, and ZRG at 29% with an $89K maximum. Based on this structure, and for the
purposes of understanding the materiality of the contract, Heidrick & Struggles could
cost $132K based on a $400K salary for the Managing Director/CEO. Committee Chair
Flanagan noted that Heidrick & Struggles’ experience outweighs the cost differential
and noted Heidrick & Struggles is the recommendation as approved by the
Compensation Commiittee at the May 14, 2018 meeting. Committee Chair Flanagan
shared with the Board the final scoring for each firm: Heidrick & Struggles — 72 points,
Russell Reynolds — 62 points, and ZRG — 65 points. Board Chair Howard called for a
Board Workshop prior to the June Board Meeting to develop a process and timeline for
the permanent CEO position. Board Members held discussions regarding the selection
of the CEO search firm. Ms. Green discussed the need for the entire Board of Directors
to meet and interview all three search firms. The basis for her request is transparency
and for the entire Board of Directors to understand the strengths of the firm. Chair
Howard called upon Ms. Hiers to provide additional information. Upon metion by Ms.
Green to allow an opportunity for all three of the top search firms to provide a
presentation to the Board, and with a second by Secretary Newbill, the Chair requested a
roll call vote: Cumber — No, Flanagan — No, Green — Yes, Newbill — Yes, Chair Howard
— No and the vote failed. Upon motion by Committee Chair Flanagan and second by
Mr. Cumber, to engage Heidrick & Struggles as the executive search firm, the Chair
requested a roll call vote: Cumber — Yes, Flanagan — Yes, Green — No, Newbill — Yes
and Chair Howard — Yes. The motion passed and direction was provided to Ms. Hiers to
begin working with Heidrick & Struggles to provide a contract to Ms. Brooks.

Chair Howard noted that he agrees with Ms. Green that the Board needs to be deliberate
regarding the selection of the permanent CEO and the process will be thorough and
transparent.

Agenda Item V — Subject Matter Exploration (Opportunities & Risks — Presentation)

A.

Introduction to Subject Matter Exploration Concept — No comments were provided.

Agenda Item VI — Committee Reports

A.

Finance & Audit Committee Report — Kelly Flanagan, Committee Chair reviewed the
Finance and Audit Committee meeting held on May 7, 2018, bringing items to the Board
for information.

1. Approval of Minutes — March 12, 2018 — received for information

2. FY2019 Budget Presentation — received for information

3. Quarterly Audit Services Update — received for information

4

. Ethics Officer Quarterly Report — received for information
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5. JEA Energy Market Risk Management Policy Report — received for information
6. Annual Disclosure Report — Open Discussion — received for information
7. Announcements
a. Next Meeting August 13, 2018, 8:00 — 10:00 am
8. Committee Discussion Sessions
a. Emest & Young
b. Director, Audit Services
c. Council Auditor’s Office

B. Compensation Committee Report — Kelly Flanagan, Committee Chair, reviewed the
Compensation Committee meeting held on May 14, 2018, bringing items to the Board
for information.

1. Approval of Minutes — November 27, 2017 — received for information
2. Executive Contracts — received for information

3. Executive Search Firm Selection — received for information

Agenda Item VII — Other Business

A. Old Business —

1. Dark Fiber Utility Services for the 21 Century Digital Utility — Paul Cosgrave,
Vice President and Chief Information Officer, presented the Board previously
approved Resolution 2018-01 authorizing JEA to invest in expansion and
enhancement of the existing fiber optic network with the intention to lease dark
fiber. Staff stated they believed a broader opportunity to create value for JEA
existed through partnership models. After further review and discussion, staff is
requesting the Board rescind the previously approved resolution. On motion by
Vice Chair Cumber and second by Ms. Green, Mr. Cumber made a statement that, as
a Board, the Board should consider bringing new revenue opportunities as a holistic
package. Chair Howard echoed Vice Chair Cumber’s statement, and posed questions
to think through and suggested before bringing dark fiber back for staff to take into
consideration other opportunities to present to City Council. The Board -
unanimously approved to rescind Resolution #2018-01 and come back to the board
with a more robust plan.

B. Other New Business — None

C. Open Discussion — Ms. Green provided clarification regarding statements previously
made regarding the transparency of the CEO search process.

Chair Howard informed the Board of his receipt of a letter from Council President
Brosche on May 10, 2018 and his intention to respond to her in writing. A copy of the
letter from Council President Brosche has been provided to Board Members by staff,
and a copy of Chair Howard’s response will be provided to Board Members, as well.

Board Members discussed the need for JEA to be supportive of the JCC study and other
similar 3™ party studies surrounding JEA in our community.

Board Members held discussions regarding indemnification for their role as Board
Members.
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Board Members requested information regarding Plant Vogtle and the statutes related to
a shade meeting.

Mr. Cumber reminded the Board at a previous Finance & Audit Committee a request
was made to have discussions related to rate restructuring.

Board Members held discussions regarding privatization. On motion by Vice Chair
Cumber and second by Secretary Newbill, the Board unanimously approved, absent a
future Board decision, any activities tied to a privatization effort would be put on hold.

D. Interim Managing Director/CEQO’s Report — Mr. Zahn announced the opening of the
Northwest Regional Water Treatment Plant, a $10M project. It increases capacity and
reliability of public water supply for the northern edge of Duval County. Mr. Zahn
commended Hai Vu, Manager Water Plants E&C and staff under the leadership of Brian
Roche for completing the project on time and budget. Mr. Roche also acknowledged the
soon to be completed Blacksford Wastewater Reclamation Facility, a $65M project that
will increase the capacity of the plant from 2 to 6 million gallons per day. Mr. Zahn
commended Raynetta Marshall, Director Water/Wastewater Project Engineering &
Construction. Mr. Zahn presented the Septic Tank Phase Out program, a $38M
partnership funded by JEA and the City of Jacksonville. There are three specific
projects, which have been funded based on Health Department, and other community
priorities, approved by City Council, and include Biltmore, Beverly Hills and
Christobel. The Project Outreach team has acquired the 70% ownership participation
threshold for two of the projects to move forward. The project will then move to the
design/engineering, bid and construction phase. Mr. Zahn thanked Greg Corcoran and
team for their work.

E. Chair’s Report — Chair Howard thanked Board Members for their discussions. Chair
Howard noted the Jacksonville Civic Council (JCC) is engaged in their own review of
JEA as part of their Comparative Public Finance project. Staff continues to provide
information to them to assist. A presentation was provided by Michael Ward,
Jacksonville Civic Council Committee Chair to City Council on May 10, 2018. Chair
Howard requested Aaron Zahn, and Melissa Charleroy, Executive Assistant to schedule
a Board Workshop for the month of June and invited a representative from Heidrick &
Struggles. The purpose of the workshop will be to formulate a process and timeline for
the permanent Managing Director/CEO position.

Agenda Item VIII — Closing Considerations

A. Announcements — Next Board Meeting — June 19, 2018

B. Adjournment

With no further business claiming the attention of the Board, Chair Howard adjourned the
meeting at 1:29 PM.
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OFFICE OF THE COUNCIL AUDITOR
Suite 200, St. James Building

MEMORANDUM

Date: | November 18, 2019
To: | All Council Members
From: | Kyle S. Billy, Council Auditor

Subject: | JEA Performance Unit Plan

This memorandum is about the JEA “Long-term Performance Unit Plan” (Plan) approved by the
JEA Board on July 23, 2019. The Plan concerns me due to its significant potential cost to JEA
and the potential reduction of proceeds to the City from a Recapitalization Event.

Members of my staff and I met with JEA officials on October 31, 2019, to discuss the proposed
Plan. This discussion was based on the resolution approved by the JEA Board on July 23, 2019,
and other documents (drafts of the JEA Long-Term Performance Unit Plan and the Long-Term
Performance Unit Agreement) received on August 14, 2019, and on questions submitted by my
office on August 9, 2019. During the meeting on October 31, 2019, JEA officials indicated that
there had been some changes to the documents based on our initial set of questions. They also
indicated that there could be additional changes made in the future based on our discussions at
that meeting. Later that day, we sent JEA a summary of outstanding and additional questions.
Included in the list were questions asking for a legal opinion on whether the Plan requires City
Council approval and whether it is required to be collectively bargained. While waiting for
responses to our questions, I prepared to issue a memo notifying City Council of my concerns
due to the timing of the rollout of the Plan (JEA planned to distribute the Plan agreements to
employees in December and sell the first Performance Units in January of 2020.) However, on
November 13, 2019, I received a copy of a letter from JEA’s Managing Director and CEO to the
City’s General Counsel (see Attachment A) stating that implementation of the Plan has been
postponed indefinitely. While the postponement alleviates my immediate concerns, the Plan has
not been formally rescinded by the JEA Board. That is why I am still issuing this memo. Below
is information about the Plan and support for why the Plan should be formally rescinded or
amended by the JEA Board.

PURPOSE OF THE PLAN

The stated purpose of the Performance Unit Plan is to “provide a means by which employees of
JEA may be given incentives to (i) remain with JEA, (i1) drive value for customers, (iii) drive
value for the community of North East Florida, (iv) drive environmental value, and (v) drive
financial value for JEA and the City of Jacksonville.” The purpose further states “JEA hereby
seeks to retain the services of Employees and to provide incentives for such Employees to exert
maximum efforts for the success of JEA and for the benefit of JEA’s customers and the
community it serves and the City of Jacksonville.”

117 West Duval Street Jacksonville, Florida 32202-3701 Telephone (904) 255-5500 Fax (904) 255-5478
WWW.coj.net
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HOW DOES THE PLAN WORK?

Employees may purchase Performance Units for $10 each through payroll deduction and then,
after the three-year Performance Period, JEA will pay each Participant of the plan the
Redemption Price per Performance Unit. The JEA Board has authorized a pool of 100,000
Performance Units.

As seen on Schedule A to JEA’s Long-Term Performance Unit Plan (See Attachment B), the
Redemption Price shall increase by $100.00 per Performance Unit for each Value Change
Percentage increase of 1.00% in excess of the Challenge Value Target (10% increase over the
Base Year Value for the performance period) and shall decrease by $0.50 per Performance Unit
for each Value Change Percentage decrease of 1.00% below the Base Year Value for the
performance period. The scenarios below show JEA’s minimum cost, maximum cost, cost based
on recent financial performance, cost based on JEA projections, and cost based on various
Recapitalization Event scenarios.

Minimum Cost: Zero. The minimum cost is zero because the Redemption Price may be equal to
or less than the Purchase Price.

Maximum Cost: Unlimited. The maximum cost is unlimited because there is no cap on the
value of a Performance Unit.

Cost Based on Recent Financial Performance: $101,350,000. Based on the Fiscal Year 2018
audited financial statements (Current Year Value) compared to the Fiscal Year 2015 audited
financial statements (Base Year Value), the Redemption Price of a Performance Unit would be
$1,023.50. If 100,000 Performance Units had been issued for this period, the net cost to JEA
would be $101,350,000 ($102,350,000 payout by JEA less $1,000,000 paid in by employees).

Cost Based on JEA Projections: $15,778,000. Based on Fiscal Year 2019 unaudited financial
statements and Fiscal Year 2022 forecasted amounts provided by JEA’s Chief Financial Officer,
the Redemption Price of a Performance Unit would be $167.78. If 100,000 Performance Units
are issued for this period, the net cost to JEA would be $15,778,000 ($16,778,000 payout by JEA
less $1,000,000 paid in by employees).

Cost Based on Various Recapitalization Event Scenarios: We ran additional calculations to
demonstrate the possible costs of the Plan if a Recapitalization Event occurs.

A) (B) © (D) (E) ¥)

Net Proceeds Total Payout | Net Proceeds
to City on 100,000 to City After
Before Purchase Increase in Performance Payment of

Payment of Price Per Value Per Redemption Units Performance

Performance | Performance | Performance Price (D *100,000 Units

Units Unit Unit B+0O) Units) (A-E)

$3 billion $10 $0 $10 $1.0 million $3.0 billion
$4 billion $10 $3,140 $3,150 | $315.0 million $3.7 billion
$5 billion $10 $6,356 $6,366 | $636.6 million $4.4 billion
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OVERALL WEAKNESSES AND CONCERNS

In addition to estimating the potential cost of the Plan, we also reviewed the Plan for weaknesses

and concerns and have compiled the following list:

1. The Performance Unit Plan has not been vetted and approved by City Council.

2. There is no cap to the value of a Performance Unit.

3. The Challenge Value Target is too easy to achieve. (Looking at JEA’s audited financial
statements for the past ten years (2019 is based on unaudited financial statements), we
determined that JEA has hit this target in 9 out of the past 10 three-year periods. See
Attachment C).

4. The value of a Performance Unit is affected by changes in rates.

The value of a Performance Unit is affected by newly adopted Governmental Accounting

Standards and changes in accounting policies which are not tied to the actual

performance of JEA. Changes like these can cause significant fluctuations. Examples

include:

a. Accounting Standards Change: The Fiscal Year 2014 financial statements were
restated for comparison purposes for Fiscal Year 2015 to show the unfunded
pension liability. The change resulted in a decrease in the Net Position of
$352,105,000 for Fiscal Year 2014.

b. Accounting Policy Change: The Fiscal Year 2015 financial statements included a
change in accounting policy which had a net positive change of $151,490,000 in
Net Position for Fiscal Year 2015.

6. The value of a Performance Unit would be affected by the sale of JEA assets such as real
estate or JEA’s fiber network. (Real estate is recorded in the financial statements at
historical cost. Therefore, the sale of the SIRPP site or any other JEA real estate not held
for investment purposes would increase the value of the Performance Units.)

7. The value of a Performance Unit would increase due to developer contributions or even
contributions from the City. (For example, when developers complete a subdivision, they
may deed over the utility infrastructure to JEA. This would increase the value of the
Performance Units. If the City donated assets to JEA, it would increase the value of the
Performance Units.)

8. The value of a Performance Unit would be affected by in-kind contributions from JEA to
the City (e.g. nitrogen credits).

9. The Plan is not limited strictly to JEA employees. The Plan specifically includes “each
actively employed eligible attorney from the Office of General Counsel of the City of
Jacksonville who is dedicated exclusively to JEA.” In addition, the CEO can recommend
and the Plan Administrator (Chair of JEA Compensation Committee) can approve
participants that are not JEA employees.

10. The Plan Administrator has the ability to delegate any or all responsibilities to any
member of JEA’s senior executive management. (This could create a conflict of interest
and should be reviewed by the City Ethics Officer.)

11. JEA’s CFO, who is eligible to participate in the Plan, is responsible for calculating the
Redemption Price.

12. If any payments under the plan are subject to any excise tax, interest or penalties under
the IRS Code, JEA will have to pay to such employee an amount equal to the full amount
of the penalties. (This could further increase the cost of the plan.)
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WEAKNESSES AND CONCERNS THAT APPLY TO A RECAPITALIZATION EVENT
1. The value of a Performance Unit can increase significantly due to a Recapitalization
Event. (If 100,000 Performance Units were sold as authorized, over $300 million would
be distributed to the holders of Performance Units for every billion dollars in proceeds
over $3 billion that the City receives.)
2. There is no prohibition in the Plan to offering Performance Units to employees after an
ITN award has been made and the value of a Performance Unit is known, should a
Recapitalization Event occur.

OVERALL CONCLUSION

The Plan is potentially a very costly use of JEA resources that would be magnified by a
Recapitalization Event. Regarding a Recapitalization Event, the City Council should keep in
mind that plans have already been approved by the JEA Board to help retain and protect
employees, including guaranteeing to the employees three years of substantially comparable
compensation and benefits in effect at the Closing Date, providing an additional year’s pay
spread over two years, and providing a pension for years of service not worked by employees
who are not eligible for retirement at the time of a Recapitalization Event. Although JEA
leadership has decided to postpone indefinitely the implementation of the Plan, the JEA Board
has not taken action to formally rescind the Plan or modify it to correct its weaknesses.

RECOMMENDATION
I recommend that you request that the JEA Board take action to formally rescind the
Performance Unit Plan or make the following changes to the Plan.

1. Ifthe Plan is not rescinded, the City Council should request a legal opinion as to whether
the Plan requires City Council approval.

2. Put a cap on the maximum redemption value of a Performance Unit and a cap on the

overall payout of the Plan.

Increase the Challenge Value Target.

4. Exclude the following from impacting the value of a Performance Unit.

Recapitalization Event

Change in rates charged by JEA

Newly adopted accounting standards and changes in accounting policy

Sales of JEA assets

City contributions to JEA

Developer contributions to JEA
g. In-kind contributions from JEA to the City (e.g. nitrogen credits)

Prohibit the delegation of Plan responsibilities to those eligible to participate in the Plan.

Limit Plan participation to JEA employees.

7. Require JEA’s external auditor to calculate or certify the Redemption Price for
Performance Units.

8. Eliminate the provisions whereby if any payments under the Plan are subject to any
excise tax, interest or penalties under the IRS Code, JEA will have to pay to such
employee an amount equal to the excise tax, interest, or penalties.
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Attachments:

Attachment A - Letter from Aaron Zahn to Jason Gabriel

Attachment B - Schedule A to JEA Long-Term Performance Unit Plan

Attachment C - Graph Depicting the Value Change Percentage Compared to the Challenge

Value Target Percentage

CC: JEA Board of Directors
Aaron Zahn, Managing Director and Chief Executive Officer, JEA

Ryan Wannemacher, Chief Financial Officer, JEA
Herschel Vinyard, Chief Administrative Officer, JEA
Sherry Hall, Chief Government Affairs Officer, JEA
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Attachment A

November 12, 2019

Mr. Jason Gabriel

City of Jacksonville General Counsel
117 W Duval St, Suite 400
Jacksonville, FL 32202

Re: JEA Long Term Performance Unit Plan (the “Plan”)
Mr. Gabriel:

This letter pertains to the Plan approved by the JEA Board of Directors
(“Board”) by Resolution 2019-10 on July 23, 2019. The stated purpose of the Plan is
to provide a means by which employees of JEA may be incentivized to: (i) remain at
JEA, (i) drive value for customers, (iii) drive value for the community of Northeast
Florida, (iv) drive environmental value, and (v) drive financial value for JEA and the
City of Jacksonville. The Board developed the Plan out of a desire to develop a long-
term incentive program, in line with market standards, that furthered the Board’s total
compensation policy approved in January 2019. The Board reviewed the Plan
framework as recommended by a third party compensation consultant, Willis Towers
Watson, in June 2019. Finally, the Board adopted the Plan in July 2019 and instructed
JEA executive leadership to work with the Chair of the Compensation Committees
(“Plan Administrator’) to implement the Plan.

This letter is to inform you that JEA leadership, in consultation with the Chair
of the Board (“Chair”), the Plan Administrator and OGC, has decided to postpone
indefinitely the implementation of the Plan.

As you are aware, JEA executive leadership has been diligently working to
implement the Plan with the Office of General Counsel (“OGC”), Pillsbury Winthrop
Shaw Pittman, LLP, Foley Lardner LLP, and relevant state and local bodies. Given
the long-term nature of the Plan and the Plan obligations, JEA leadership wanted to
ensure all employment, corporate, ethics, tax, and other related matters associated with
the Plan were in accordance with applicable statues and regulations. To that end, JEA
greatly appreciates the deliberate, methodical and meticulous work of OGC and all of
its advisors.

The decision to not implement the Plan is based in the incongruity of the Plan’s
long-term nature and the very real potential short-term implications of the JEA’s
strategic planning process. As such, the Chair, Plan Administrator and JEA leadership
believe the Plan would be best implemented, if ever, post decision on the strategic
direction of JEA as determined by the Board.
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Accordingly, the Board is expected to recommend one of the following five
options as a strategic direction for JEA:

1) Scenario #1: Status Quo Plan;

2) Scenario #2: Traditional Utility Response Plan;

3) Scenario #3: Community Ownership Plan;

4) Scenario #4: Initial Public Offering (IPO) Plan; or,

5) Scenario #5: Strategic Alternative from ITN 127-19.

Should the Board choose Scenarios 3, 4, or 5 the Plan would be moot from a
long-term incentive basis. Should the Board choose Scenario 1 or 2, the Plan has a
more appropriate role in driving employee behavior to increase customer, community,
environmental and ultimately financial value of JEA.

Please accept this letter as a final decision on this matter until further notice.
As always, JEA, and specifically the Plan Administrator, welcomes OGC input and

advice on how to appropriately administer the Plan absent a full implementation with
its employees.

Sincerely:

Aaron F. Zahn
Managing Director & Chief Executive Officer

Cc:
JEA Board of Directors
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OFFICE OF THE CITY COUNCIL

117 WEST DUVAL STREET, SUITE 425
4™ FLOOR, CITY HALL
JACKSONVILLE, FLORIDA 32202

December 5, 2019

Mr. Aaron Zahn

Chief Executive Officer, JEA
21 W. Church Street
Jacksonville, FL 32202

Dear Mr. Zahn,

Over the last several months, JEA has been engaged in an Invitation to Negotiate (“ITN”) process through which JEA
is entertaining a recapitalization event, commonly understood as offering JEA up for sale. During the course of the
ITN process, JEA has encountered a series of public relations problems undermining the public’s trust in the fairness,
transparency, and necessity of the ITN process. In particular, JEA’s entertaining of a Long Term Performance Unit
Plan (“PUP Plan”) sparked a degree of outrage unique in our community’s history. From a distance, it appears the
PUP Plan could have been intended to enrich JEA employees and executives at the expense of JEA rate-payers and
the people of Jacksonville generally should a recapitalization occur. In order to restore trust, a full vetting of the PUP
Plan is required.

It is clear from listening to our colleagues on the Jacksonville City Council, they would like a full and entirely thorough
review of the PUP Plan. Their and our outrage is palpable. Likewise, we have spoken with Mayor Lenny Curry, and
he too encouraged us to fully vet and review the PUP Plan in an open and transparent process. Thus, the purpose of
this letter is to: (1) Inform you we are noticing a meeting for December 16, 2019, at 1:00 PM at Jacksonville City
Hall to thoroughly examine the PUP Plan (the official Notice of which this letter is attached); (2) Request you provide
for said meeting persons with the most knowledge of the PUP Plan; and (3) Request from you all documents related
to the PUP Plan be produced to us not later than close of business on Wednesday, December 11, 2019.

With respect to persons to be present at said meeting, we would appreciate your appearance or that of your designee(s)
with the most knowledge of the PUP Plan including, but not limited to, persons who can speak to: (1) The origin of
the PUP Plan; (2) The development of the PUP Plan; (3) All persons associated with the PUP Plan and their roles in
its development; (4) The drafters of any documents related to the PUP Plan or produced in response to the documenets
requests below; (5) Communications related to the PUP Plan with other authorities, including but not limited to, the
Office of General Council, the Jacksonville City Council Auditor, and/or the Florida State Attorney General; (6)
Presentation of the PUP Plan to the JEA Board; and (7) Any decisions related to implementation, expansion, and/or
termination of the PUP Plan.

In addition to providing knowledgeable persons to discuss the PUP Plan at our noticed meeting, we also request the
production of documents not later than close of business on Wednesday, December 11, 2019. When gathering and
producing these documents, please understand we make this request under Florida Public Records Law and the
oversight authority of the Jacksonville City Council over any City entity, including JEA. Thus, the assertion of any
privilege will not apply. However, should you nonetheless assert a privilege, please provide a privilege log explaining
the privilege asserted and the document withheld with sufficient clarity so it may be properly identified and any
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OFFICE OF THE CITY COUNCIL

117 WEST DUVAL STREET, SUITE 425
4™ FLOOR, CITY HALL
JACKSONVILLE, FLORIDA 32202

assertion be challenged. Likewise, please produce any documents as they are covered in the usual course of business
or you may organize and label them to correspond with the categories in this request. These requests shall encompass
all items within your possession, custody, or control. If there is any confusion regarding any request, please feel free
to respond to us so we may clarify, but in any event, please review all definitions with the widest possible meaning.
Finally, while responding to these requests, please utilize the following definition of “Document” found in the

[1]

footnote

In accordance with the requirements above, please provide the following documents:

1. All documents related to the PUP Plan;

All documents related to the development of the PUP Plan;

All documents related to communications with other authorities related to the PUP Plan, including but not
limited to, the Office of General Council, the Jacksonville City Council Auditor, and the Florida State
Attorney General;

All documents related to the presentation of the PUP Plan to the JEA Board,;

All documents related to the implementation, expansion, and/or termination of the PUP Plan.

All documents regarding the cost and/or value of the PUP Plan; and

All documents related to any communications regarding the PUP Plan.

bl N

N

Thank you for your cooperation regarding this matter. While we fully expect and encourage your full cooperation, we
hereby reserve all rights, privileges, and/or recourses related to the above mentioned matter.

Regards,

/s/ Rory Diamond

Rory Diamond

/s/ Ron Salem
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OFFICE OF THE CITY COUNCIL

117 WEST DUVAL STREET, SUITE 425
4™ FLOOR, CITY HALL
JACKSONVILLE, FLORIDA 32202

Ronald Salem

"Document" means any written, recorded, or graphic material of any kind, whether prepared by
you or by any other person, that is in your possession, custody, or control. The term includes
agreements; contracts; letters; telegrams; inter-office communications; memoranda; reports;
records; instructions; specifications; notes; notebooks; scrapbooks; diaries; plans; drawings;
sketches; blueprints; diagrams; photographs; photocopies; charts; graphs; descriptions; drafts,
whether or not they resulted in a final document; minutes of meetings, conferences, and telephone
or other conversations or communications; invoices; purchase orders; bills of lading; recordings;
published or unpublished speeches or articles; publications; transcripts of telephone conversations;
phone mail; electronic-mail; ledgers; financial statements; microfilm; microfiche; tape or disc
recordings; and computer print-outs.

The term "document" also includes electronically stored data from which information can be
obtained either directly or by translation through detection devices or readers; any such document
1s to be produced in a reasonably legible and usable form. The term "document" includes all drafts
of a document and all copies that differ in any respect from the original, including any notation,
underlining, marking, or information not on the original. The term also includes information stored
in, or accessible through, computer or other information retrieval systems (including any computer
archives or back-up systems), together with instructions and all other materials necessary to use or
interpret such data compilations.

Without limitation on the term "control" as used in the preceding paragraph, a document is deemed
to be in your control if you have the right to secure the document or a copy thereof from another
person.
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Rondinelli, Mellissa

From: Conner, Makenzi

Sent: Friday, December 13, 2019 1:09 PM

To: Rondinelli, Mellissa

Subject: FW: PUP Sample Calculation

Attachments: Performance Unit Calc Example for JEA - updated with JEA projections.xlsx;

ATT00001.htm

Please include this email and the attachments.
Thank You,

Ma&enzi Conner

Makenzi Conner

Executive Council Assistant
District 13

Office of City Council

117 W. Duval Street, Suite 425
Jacksonville, FL 32202

(904) 255-5152

msconner@coj.net

From: Reber, Heather

Sent: Friday, December 13, 2019 12:50 PM
To: Diamond, Rory

Subject: Fwd: PUP Sample Calculation

Begin forwarded message:

From: "Wannemacher, Ryan F. - Chief Financial Officer" <wannrf@jea.com>
Date: November 13, 2019 at 5:19:21 PM EST
Subject: RE: PUP Sample Calculation

EXTERNAL EMAIL: This email originated from a non-COJ email address. Do not click any links or open any attachments
unless you trust the sender and know the content is safe.

Kim,

Attached is the updated spreadsheet. Your methodology is correct. | went ahead and filled in the table
with FY2019 unaudited and our projected FY2022 numbers so you can see how we are looking at it.

There was one formula error in cell C16 which | corrected in the attached spreadsheet.

Thank you,
Ryan
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Ryan Wannemacher
Chief Financial Officer
Direct: (904) 665-7223

From: Taylor, Kim
Sent: Wednesday, November 13, 2019 3:21 PM

To: Wannemacher, Ryan F. - Chief Financial Officer

Cc: Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hall, Sherry L.; Vinyard,
Herschel T. - Chief Administrative Officer

Subject: RE: PUP Sample Calculation

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Ryan,

Although we did get your email earlier today concerning the PUPs, would you mind still confirming that
the sample calculation methodology is correct in the email we sent you last Thursday.

Thank you,
Kim

Kim Taylor, CPA

Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville
Ph: (904) 255-5488

Fax (904) 255-5478

From: Taylor, Kim

Sent: Thursday, November 07, 2019 1:08 PM

To: wannrf@jea.com

Cc: Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hall, Sherry;

vinyht@jea.com
Subject: PUP Sample Calculation

Ryan,

We wanted to send a sample calculation to you of the value of a Performance unit to make sure you
agree with the methodology and the calculation. Could you please provide us your comments on the
attached example that compares FYE 2018 to FYE 2015. Thank you in advance.

Kim
Kim Taylor, CPA
Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville
Ph: (904) 255-5488
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Fax (904) 255-5478

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed confidential
and exempt from Florida’s Public Records Laws should be clearly marked. Under Florida law, e-
mail addresses are public records. If you do not want your e-mail address released in response to
a public-records request, do not send electronic mail to this entity. Instead, contact JEA by phone
or in writing.
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For JEA

Current Year
Category Base Year Value Value
Performance Period 2019 2022
Net position 2,976,663,000 3,350,788,657
City Contribution 132,802,000 121,794,000
Customer Credits - -
Current/Base Year Total Value $ 3,109,465,000 $ 3,472,582,657
Value Change Percentage 111.68%
Challenge Value Target 110.00%
Target Value Threshold 100.00%
Percentage Above Challenge Value Target 1.68%
Value per Performance Unit| $ 167.78 |
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From: Maillis, Patricia L. - Director, Employee Services

To: andrea.deeb@willistowerswatson.com; Wathen, David (Atlanta)
Subject: FW: SUPER URGENT

Date: Monday, January 7, 2019 11:51:20 AM

Andrea/David,

See Angie’s request below. Please assist us with this. | can be available to talk this afternoon.
Pat

From: Hiers, Angelia R. - VP & Chief Human Resources Officer

Sent: Monday, January 7, 2019 11:23 AM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>
Subject: SUPER URGENT

Pat,

Will you please contact Towers Watson and ask them if they would provide by the beginning of the
workday tomorrow, a short scenario (SCOPE) of the possible engagement with us. It does not need
to include price as of yet. In other words, what they will do for us. It doesn’t need to be the final,
just what they think will be involved as we start the project. We need to give this to our
Compensation Chair tomorrow.

It should include the following:

1. Towers will assist with design of a STl and Long Term Incentive structure that will incent
employees to perform their best work in accordance with our culture values and guiding
principles.

2. Theincentive plan will be connected to metrics as set forth by the company’s strategic plan.

Call me if you need to.
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From: Wathen, David (Atlanta)

To: Maillis, Patricia L. - Director, Employee Services; Deeb, Andrea (Atlanta); Hiers, Angelia R. - VP & Chief Human
Resources Officer

Cc: Strackbine, Scott I.; Hwang, Paul (Atlanta); Kelly, Tom (Charlotte); Meng, Patrick (Atlanta)

Subject: RE: Follow-up from Meeting - FY19 Metrics

Date: Monday, March 25, 2019 2:40:23 PM

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

Yes, based on the input from last week’s meeting, we are pulling together materials for the April
committee meeting that will address the following:

e Review current compensation philosophy

e Evolution as to how compensation programs got to their current state

e Current gaps to market in compensation levels — specifically calling out gaps in base salary, short
and long-term incentives by organizational level and actions to take to close those gaps to
market. These proposed pay adjustments will detail by grade what base salary, short-term and
long-term incentive opportunities should be

e Short-term incentive plan design — based on the meeting last week, our takeaway is the short-
term incentive plan design you proposed was not changing materially other than the introduction
of a Net Income measure. |s there anything you need from us as it relates to short-term incentive
plan design?

e Long-term incentive plan design — we will provide a more detailed LTI design given Aaron’s
feedback around the draft strawman design we shared. It will include target incentive
opportunities by level, where applicable, as well as performance measure weightings and a
proposed formula for determining a Performance Share Unit (PSU) value. As it relates to the LTI
plan performance measures (rates customers pay, change in net book value and contribution to
the city), we would look to Ryan to provide guidance on what performance hurdles should be at
Threshold, Target and Maximum, as he has insights into historical performance, future
projections, business strategy, etc., but we can certainly provide guidance as to what probability
payout distributions look a well-designed incentive plan

o Overview of best practices to consider for modernizing total rewards
As it relates to determining an applicable formula for valuing a PSU in the long-term incentive plan, we
need some additional information. Would you please check with Ryan to see if he could provide us

information on key drivers of long-term performance, such as:

1) Historical financials, most importantly on book value as of year-end and anything impacting that
other than income/surplus generated in a year less any cash contributions/outlays made

2) Better understanding (and history) of cash contributions made to City and the basis by which the
contribution level in a given year is determined and/or could be evaluated. Percentage of
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income/surplus or something else. Also understanding of timing on those contributions and how
they impact book value — for example, contribution made in 2018 based on surplus generated in
2017 and so are reflected in year-end book value for 2018 but not 2017.

3) How “customer rates” are determined and evaluated, along with historical JEA information as well
as historical/current information on relevant comparators or index

4) Any information on forward looking projections/estimates on these same items.

We are working to deliver the next draft of materials by the end of next week, assuming we get the
financial data requested above. Please let us know if we need to schedule a call to talk through these
additional data needs or if we are missing anything in the materials we are pulling together for the
committee meeting.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Monday, March 25, 2019 10:08 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea (Atlanta)
<andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

Importance: High

David,
Angie received some feedback from Aaron today regarding our meeting last week.

Aaron indicated he had expected to receive an example of a plan (not just a few options). Based on
the feedback and input that you received in the meeting last week, will you be providing a draft plan
that will detail more of the values by grade or level, the metrics, thresholds, timing of payouts, etc.?
If so, what is the timing on receipt of this information?

Pat

From: Maillis, Patricia L. - Director, Employee Services

Sent: Thursday, March 21, 2019 8:58 AM

To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea (Atlanta)
<andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)

<michael.patrick@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

As LTI structure takes form, | think we will need to state at some point where gaps in STI may be
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made up in LTIl or reference Total Comp so that we also have flexibility to shift the mix, if the
company chooses. It seems the message will or should focus on Total Comp (not just the cash
components).

Again, thanks. Talk soon.

Pat

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Wednesday, March 20, 2019 6:41 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea (Atlanta)
<andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

Nice to meet you yesterday. We enjoyed getting to meet the JEA team. Also, hanks for the update on
the STI plan. We are working through assessing the gaps to market based on current STl levels, not
proposed, but will likely be in touch with you and Scott if we have any follow up questions or data needs.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Wednesday, March 20, 2019 9:24 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea (Atlanta)
<andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>

Subject: Follow-up from Meeting - FY19 Metrics

David and Andrea,

Thank you for a great meeting yesterday.

As follow-up to our conversation yesterday, wanted to provide some clarification on the current
state of the STl plan. There have been no changes to date in total opportunity for employees.

There were originally discussions regarding not having a payout for 2019, but this was not
communicated to employees and so employees are thinking it is status quo. At the beginning of the
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performance period, October 1, 2018, there was clear communication regarding the 2019 goals.
These were new in many respects so it was not clear (from my perspective as to which of the goals
would translate to the STI). Last week, | was asked to incorporate the new goals into the plan. No
change in payout values, (except maybe the executives — this discussion has not been finalized).

Providing you the new dashboard so you can see the goals(the first 21, in four categories that align
with our Corporate Measures of Value; Customer Value, Financial Value, Environmental Value and
Community Impact Value. To the far right of the attached spreadsheet, is Compensation’s
calculations re the payout values for each metric based on the achievement of a meets or exceeds.
The leadership team has confirmed that we will have these 21 measures. This is Comp’s draft for
cost modelling.

The one item that is up in the air is a comment made by the team last week re “make the spreads
between the meets and exceeds wider”.

The plan has progressed over the last 5 years from a set payout based on achievement of 5
operational measures, then $500 - $3000 for all employees, much like a Profit Sharing Plan with little
to no differentiation and below the market for all managers and above. In 2014, , we incorporated
individual performance factor for the appointed further differentiating the payout between line and
management employees. In 2016, we increased the payouts further for the management to director
level (and have done minor fine tuning since). We were not able to do this for the SLT due to optics,

so we focused on making sure their base pay was at or moving towards 50t percentile. Today, the
difference between a meets and exceeds for non-SLT is 160%. | am going to pitch that this is wide

enough for now and that we don’t want to make changes based on this project. However, | do not
think that we will win this battle with the SLT pieces.

As we have discussed, with the addition of a broad based LTI plan, the LTI component can make up
that difference in market value for the non-management and lower level managers that don’t
normally receive LTl in the market place. We probably still need to increase some levels of
management STI with the addition of the LTI as well.

Pat Maillis

Director, Employee Services
Direct: (904-665-4132)
Cell : (904-703-3453)

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed
confidential and exempt from Florida’s Public Records Laws should be clearly marked. Under
Florida law, e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this entity.
Instead, contact JEA by phone or in writing.
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Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual property of Willis
Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no responsibility for, use in any context
or for any purpose other than for the intended context and purpose. If you are not the intended recipient or if we did not authorize your
receipt of this material, any use, distribution or copying of this material is strictly prohibited and may be unlawful. If you have received this
communication in error, please return it to the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of these
communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy notice by emailing

unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed
confidential and exempt from Florida’s Public Records Laws should be clearly marked. Under
Florida law, e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this entity.

Instead, contact JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual property of Willis
Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no responsibility for, use in any context
or for any purpose other than for the intended context and purpose. If you are not the intended recipient or if we did not authorize your
receipt of this material, any use, distribution or copying of this material is strictly prohibited and may be unlawful. If you have received this
communication in error, please return it to the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of these
communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy notice by emailing

unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC
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From: Hiers, Angelia R. - VP & Chief Human Resources Officer

To: Maillis, Patricia L. - Director, Employee Services
Subject: Re: Follow-up from Meeting - FY19 Metrics
Date: Tuesday, March 26, 2019 9:46:47 AM

Aaron feels we are good on STI but they dropped the ball on LTI. We need to focus on it.

On Mar 25, 2019, at 3:47 PM, Maillis, Patricia L. - Director, Employee Services
<mailpl@jea.com> wrote:

Please review the below from David and provide me any feedback on whether this
covers what Aaron is expecting. If appropriate, | can send this to Aaron, Ryan and you to
get feedback?

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Monday, March 25, 2019 2:40 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>; Hiers, Angelia R. - VP & Chief Human
Resources Officer <hierar@jea.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)
<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick.Meng@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Yes, based on the input from last week’s meeting, we are pulling together materials for the
April committee meeting that will address the following:

<!I--[if IsupportLists]-->e  <l--[endif]-->Review current compensation philosophy

<!--[if IsupportLists]-->e  <l--[endif]-->Evolution as to how compensation programs
got to their current state

<!I--[if IsupportlLists]-->e  <l--[endif]-->Current gaps to market in compensation levels
— specifically calling out gaps in base salary, short and long-term incentives by
organizational level and actions to take to close those gaps to market. These
proposed pay adjustments will detail by grade what base salary, short-term and
long-term incentive opportunities should be

<I--[if IsupportLists]-->e  <l--[endif]-->Short-term incentive plan design — based on
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the meeting last week, our takeaway is the short-term incentive plan design you
proposed was not changing materially other than the introduction of a Net Income
measure. |s there anything you need from us as it relates to short-term incentive
plan design?

<!--[if IsupportLists]-->e  <!--[endif]-->Long-term incentive plan design — we will
provide a more detailed LTI design given Aaron’s feedback around the draft
strawman design we shared. It will include target incentive opportunities by level,
where applicable, as well as performance measure weightings and a proposed
formula for determining a Performance Share Unit (PSU) value. As it relates to the
LTI plan performance measures (rates customers pay, change in net book value and
contribution to the city), we would look to Ryan to provide guidance on what
performance hurdles should be at Threshold, Target and Maximum, as he has
insights into historical performance, future projections, business strategy, etc., but
we can certainly provide guidance as to what probability payout distributions look a
well-designed incentive plan

<!I--[if IsupportLists]-->e  <!--[endif]-->Overview of best practices to consider for
modernizing total rewards

As it relates to determining an applicable formula for valuing a PSU in the long-term incentive
plan, we need some additional information. Would you please check with Ryan to see if he
could provide us information on key drivers of long-term performance, such as:

<!I--[if IsupportLists]-->1) <!--[endif]-->Historical financials, most importantly on book
value as of year-end and anything impacting that other than income/surplus
generated in a year less any cash contributions/outlays made

<!I--[if IsupportLists]-->2) <!--[endif]-->Better understanding (and history) of cash
contributions made to City and the basis by which the contribution level in a given
year is determined and/or could be evaluated. Percentage of income/surplus or
something else. Also understanding of timing on those contributions and how they
impact book value — for example, contribution made in 2018 based on surplus
generated in 2017 and so are reflected in year-end book value for 2018 but not
2017.

<!I--[if IsupportLists]-->3) <l--[endif]-->How “customer rates” are determined and

evaluated, along with historical JEA information as well as historical/current
information on relevant comparators or index

<!--[if IsupportLists]-->4) <!--[endif]-->Any information on forward looking
projections/estimates on these same items.

We are working to deliver the next draft of materials by the end of next week, assuming we
get the financial data requested above. Please let us know if we need to schedule a call to
talk through these additional data needs or if we are missing anything in the materials we are
pulling together for the committee meeting.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services
Sent: Thursday, March 21, 2019 8:58 AM
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To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

As LTI structure takes form, | think we will need to state at some point where gaps in STI
may be made up in LTl or reference Total Comp so that we also have flexibility to shift
the mix, if the company chooses. It seems the message will or should focus on Total
Comp (not just the cash components).

Again, thanks. Talk soon.

Pat

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Wednesday, March 20, 2019 6:41 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)

<michael.patrick@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Nice to meet you yesterday. We enjoyed getting to meet the JEA team. Also, hanks for the
update on the STI plan. We are working through assessing the gaps to market based on
current STI levels, not proposed, but will likely be in touch with you and Scott if we have any
follow up questions or data needs.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Wednesday, March 20, 2019 9:24 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>

Subject: Follow-up from Meeting - FY19 Metrics
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David and Andrea,
Thank you for a great meeting yesterday.

As follow-up to our conversation yesterday, wanted to provide some clarification on the
current state of the STl plan. There have been no changes to date in total opportunity
for employees. There were originally discussions regarding not having a payout for
2019, but this was not communicated to employees and so employees are thinking it is
status quo. At the beginning of the performance period, October 1, 2018, there was
clear communication regarding the 2019 goals. These were new in many respects so it
was not clear (from my perspective as to which of the goals would translate to the STI).
Last week, | was asked to incorporate the new goals into the plan. No change in payout
values, (except maybe the executives — this discussion has not been finalized).

Providing you the new dashboard so you can see the goals(the first 21, in four
categories that align with our Corporate Measures of Value; Customer Value, Financial
Value, Environmental Value and Community Impact Value. To the far right of the
attached spreadsheet, is Compensation’s calculations re the payout values for each
metric based on the achievement of a meets or exceeds. The leadership team has
confirmed that we will have these 21 measures. This is Comp’s draft for cost modelling.

The one item that is up in the air is a comment made by the team last week re “make
the spreads between the meets and exceeds wider”.

The plan has progressed over the last 5 years from a set payout based on achievement
of 5 operational measures, then $500 - $3000 for all employees, much like a Profit
Sharing Plan with little to no differentiation and below the market for all managers and
above. In 2014, , we incorporated individual performance factor for the appointed
further differentiating the payout between line and management employees. In 2016,
we increased the payouts further for the management to director level (and have done
minor fine tuning since). We were not able to do this for the SLT due to optics, so we

focused on making sure their base pay was at or moving towards 50th percentile. Today,
the difference between a meets and exceeds for non-SLT is 160%. | am going to pitch
that this is wide enough for now and that we don’t want to make changes based on this
project. However, | do not think that we will win this battle with the SLT pieces.

As we have discussed, with the addition of a broad based LTI plan, the LTI component
can make up that difference in market value for the non-management and lower level
managers that don’t normally receive LTl in the market place. We probably still need to
increase some levels of management STI with the addition of the LTI as well.

Pat Maillis

Director, Employee Services
Direct: (904-665-4132)
Cell : (904-703-3453)
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Florida has a very broad Public Records Law. Virtually all written communications
to or from State and Local Officials and employees are public records available to
the public and media upon request. Any email sent to or from JEA’s system may be
considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida’s Public
Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a
public-records request, do not send electronic mail to this entity. Instead, contact
JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to the
original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy
notice by emailing unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written communications
to or from State and Local Officials and employees are public records available to
the public and media upon request. Any email sent to or from JEA’s system may be
considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida’s Public
Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a
public-records request, do not send electronic mail to this entity. Instead, contact
JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to the
original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC
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From: Hiers, Angelia R. - VP & Chief Human Resources Officer

To: Wannemacher, Ryan F. - Chief Financial Officer
Subject: Follow-up from Meeting - FY19 Metrics
Date: Tuesday, March 26, 2019 2:43:33 PM

Please see the email below based on the conversation with David from Towers. He needs some
information in order to give us the deliverable by the end of next week. Let’s talk!!

Based on the input from last week’s meeting, we are pulling together materials for the April committee
meeting that will address the following:

e Review current compensation philosophy

e Evolution as to how compensation programs got to their current state

e  Current gaps to market in compensation levels — specifically calling out gaps in base salary,
short and long-term incentives by organizational level and actions to take to close those gaps to
market. These proposed pay adjustments will detail by grade what base salary, short-term and
long-term incentive opportunities should be

e  Short-term incentive plan design — based on the meeting last week, our takeaway is the short-
term incentive plan design you proposed was not changing materially other than the introduction
of a Net Income measure. |s there anything you need from us as it relates to short-term incentive
plan design?

e Long-term incentive plan design — we will provide a more detailed LTI design given Aaron’s
feedback around the draft strawman design we shared. It will include target incentive
opportunities by level, where applicable, as well as performance measure weightings and a
proposed formula for determining a Performance Share Unit (PSU) value. As it relates to the LTI
plan performance measures (rates customers pay, change in net book value and contribution to
the city), we would look to Ryan to provide guidance on what performance hurdles should be at
Threshold, Target and Maximum, as he has insights into historical performance, future
projections, business strategy, etc., but we can certainly provide guidance as to what probability
payout distributions look a well-designed incentive plan

e Overview of best practices to consider for modernizing total rewards

As it relates to determining an applicable formula for valuing a PSU in the long-term incentive plan, we
need some additional information. Would you please check with Ryan to see if he could provide us
information on key drivers of long-term performance, such as:

1) Historical financials, most importantly on book value as of year-end and anything impacting that
other than income/surplus generated in a year less any cash contributions/outlays made

2) Better understanding (and history) of cash contributions made to City and the basis by which the
contribution level in a given year is determined and/or could be evaluated. Percentage of
income/surplus or something else. Also understanding of timing on those contributions and how
they impact book value — for example, contribution made in 2018 based on surplus generated in
2017 and so are reflected in year-end book value for 2018 but not 2017.

3) How “customer rates” are determined and evaluated, along with historical JEA information as well
as historical/current information on relevant comparators or index

4) Any information on forward looking projections/estimates on these same items.
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We are working to deliver the next draft of materials by the end of next week, assuming we get the
financial data requested above. Please let us know if we need to schedule a call to talk through these
additional data needs or if we are missing anything in the materials we are pulling together for the
committee meeting.

Best regards,

David
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From: Wannemacher, Ryan F. - Chief Financial Officer

To: Hiers, Angelia R. - VP & Chief Human Resources Officer
Subject: RE: Follow-up from Meeting - FY19 Metrics

Date: Tuesday, March 26, 2019 2:56:59 PM

Angie,

Separately, one other thing that | noticed as | was going back through the slides is that the
calculations for the target TCC and TDC were based on the existing JEA base salary and not the
competitive market base salary. This understates the magnitude of the total market comp
discprancies because the STl and LTl is expressed as a % of the base which in all cases is lower than
the market base salary. When they update their presentation can we be sure that they apply the %
for STl and LTI to market base so that we get an accurate comparison when we look at target vs

actual TCC and TDC for 50" percentile?

Thank you,
Ryan

Ryan Wannemacher
Chief Financial Officer
Direct: (904) 665-7223

From: Hiers, Angelia R. - VP & Chief Human Resources Officer
Sent: Tuesday, March 26, 2019 2:43 PM

To: Wannemacher, Ryan F. - Chief Financial Officer
Subject: Follow-up from Meeting - FY19 Metrics

Please see the email below based on the conversation with David from Towers. He needs some
information in order to give us the deliverable by the end of next week. Let’s talk!!

Based on the input from last week’s meeting, we are pulling together materials for the April committee
meeting that will address the following:

e Review current compensation philosophy

e Evolution as to how compensation programs got to their current state

e Current gaps to market in compensation levels — specifically calling out gaps in base salary,
short and long-term incentives by organizational level and actions to take to close those gaps to

market. These proposed pay adjustments will detail by grade what base salary, short-term and
long-term incentive opportunities should be

e  Short-term incentive plan design — based on the meeting last week, our takeaway is the short-
term incentive plan design you proposed was not changing materially other than the introduction
of a Net Income measure. Is there anything you need from us as it relates to short-term incentive
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plan design?

e Long-term incentive plan design — we will provide a more detailed LTI design given Aaron’s
feedback around the draft strawman design we shared. It will include target incentive
opportunities by level, where applicable, as well as performance measure weightings and a
proposed formula for determining a Performance Share Unit (PSU) value. As it relates to the LTI
plan performance measures (rates customers pay, change in net book value and contribution to
the city), we would look to Ryan to provide guidance on what performance hurdles should be at
Threshold, Target and Maximum, as he has insights into historical performance, future
projections, business strategy, etc., but we can certainly provide guidance as to what probability
payout distributions look a well-designed incentive plan

e Overview of best practices to consider for modernizing total rewards

As it relates to determining an applicable formula for valuing a PSU in the long-term incentive plan, we
need some additional information. Would you please check with Ryan to see if he could provide us
information on key drivers of long-term performance, such as:

1) Historical financials, most importantly on book value as of year-end and anything impacting that
other than income/surplus generated in a year less any cash contributions/outlays made

2) Better understanding (and history) of cash contributions made to City and the basis by which the
contribution level in a given year is determined and/or could be evaluated. Percentage of
income/surplus or something else. Also understanding of timing on those contributions and how
they impact book value — for example, contribution made in 2018 based on surplus generated in
2017 and so are reflected in year-end book value for 2018 but not 2017.

3) How “customer rates” are determined and evaluated, along with historical JEA information as well
as historical/current information on relevant comparators or index

4) Any information on forward looking projections/estimates on these same items.

We are working to deliver the next draft of materials by the end of next week, assuming we get the
financial data requested above. Please let us know if we need to schedule a call to talk through these
additional data needs or if we are missing anything in the materials we are pulling together for the
committee meeting.

Best regards,

David
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From: Maillis, Patricia L. - Director, Employee Services

To: Wathen, David (Atlanta)
Subject: Re: Follow-up from Meeting - FY19 Metrics
Date: Wednesday, March 27, 2019 8:58:46 AM

This is not the first time he has put it out there. No comments at this meeting. Believe he uses
each opportunity to be transparent and so the topic won’t be a surprise. He got board approval
to change the philosophy several weeks ago.

Ryan and Aaron’s goal is to reach provide market on all levels and include components that
make the company on par with IOUs of similar revenues, output and customers.

I did some research on past practices and this is not the first time that JEA would have a market
based compensation plan. Back in the 90’s and early 2000’s, the company had a plan that paid
out as high as 35% of Pay for appointed (all apptd). While I do not agree with this
methodology and not sure they actually did the market analysis to show this is appropriate, they
definitely were seeking to be the more competitively compensated companies in the national
public sector space.

Now, the kicker is, the optics. Several years later, constituents pushed back and the plan
suspended. Aaron is willing and wants to take the risk on this. He knows to go for the ideal
state and if we get push back, we’ll deal with it.

Can you give me the specifics on what you need for the financial data for the PU plan and I will
get Ryan on it right away?

Pat
Sent from my iPhone

On Mar 26, 2019, at 9:39 PM, Wathen, David (Atlanta)
<david.wathen@willistowerswatson.com> wrote:

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Thanks Pat for sharing. How was the proposed compensation framework Aaron presented
received by the Board? Anything we should be sensitive to when putting forth our
recommendations on the pay adjustments and LTI plan design?

Also, do you think you will be able to provide the financial data we requested to help in
determining the best approach for valuing a performance share unit?

Thanks.

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]
Sent: Tuesday, March 26, 2019 3:21 PM
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To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea

(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)
<thomas kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)
<Patrick.Meng@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

David,

Attached are the slides from today’s JEA Board of Director meeting. Suggest taking a

look at slides 22 —24. Aaron is laying the groundwork on LTI.

From: Maillis, Patricia L. - Director, Employee Services
Sent: Tuesday, March 26, 2019 11:27 AM

To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>; Hiers, Angelia R. - VP & Chief Human

Resources Officer <hierar@jea.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)
<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick.Meng@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

Will send you today’s pieces from the Board meeting re Compensation. Aaron
referenced the methodology today.

Below looks good.
LTI —agree with the below. Strong emphasis on LTI and proposed plan design

Some of my notes from our meeting on LTI:

3 Financial Factors (can be measured over 5 years):
Rates

Net Book Value

Contribution to the City of Jacksonville

Dashboard is centered around the corporate measures of value:
Customer Value

Financial Value

Environmental Value

Community Impact Value

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>
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Sent: Monday, March 25, 2019 2:40 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>; Hiers, Angelia R. - VP & Chief Human
Resources Officer <hierar@jea.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)
<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick. Meng@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Yes, based on the input from last week’s meeting, we are pulling together materials for the
April committee meeting that will address the following:

<!I--[if IsupportLists]-->e  <!--[endif]-->Review current compensation philosophy

<!I--[if IsupportLists]-->e  <!--[endif]-->Evolution as to how compensation programs
got to their current state

<I--[if IsupportLists]-->e  <l--[endif]-->Current gaps to market in compensation levels
— specifically calling out gaps in base salary, short and long-term incentives by
organizational level and actions to take to close those gaps to market. These
proposed pay adjustments will detail by grade what base salary, short-term and
long-term incentive opportunities should be

<!--[if IsupportLists]-->e  <l--[endif]-->Short-term incentive plan design — based on
the meeting last week, our takeaway is the short-term incentive plan design you
proposed was not changing materially other than the introduction of a Net Income
measure. |s there anything you need from us as it relates to short-term incentive
plan design?

<I--[if IsupportLists]-->e  <!--[endif]-->Long-term incentive plan design — we will
provide a more detailed LTI design given Aaron’s feedback around the draft
strawman design we shared. It will include target incentive opportunities by level,
where applicable, as well as performance measure weightings and a proposed
formula for determining a Performance Share Unit (PSU) value. As it relates to the
LTI plan performance measures (rates customers pay, change in net book value and
contribution to the city), we would look to Ryan to provide guidance on what
performance hurdles should be at Threshold, Target and Maximum, as he has
insights into historical performance, future projections, business strategy, etc., but
we can certainly provide guidance as to what probability payout distributions look a
well-designed incentive plan

<I--[if IsupportLists]-->e  <!--[endif]-->Overview of best practices to consider for
modernizing total rewards
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As it relates to determining an applicable formula for valuing a PSU in the long-term incentive
plan, we need some additional information. Would you please check with Ryan to see if he
could provide us information on key drivers of long-term performance, such as:

<!--[if IsupportLists]-->1) <!--[endif]-->Historical financials, most importantly on book

value as of year-end and anything impacting that other than income/surplus
generated in a year less any cash contributions/outlays made

<!I--[if IsupportLists]-->2) <!I--[endif]-->Better understanding (and history) of cash

contributions made to City and the basis by which the contribution level in a given
year is determined and/or could be evaluated. Percentage of income/surplus or
something else. Also understanding of timing on those contributions and how they
impact book value — for example, contribution made in 2018 based on surplus
generated in 2017 and so are reflected in year-end book value for 2018 but not
2017.

<!I--[if IsupportLists]-->3) <l--[endif]-->How “customer rates” are determined and

evaluated, along with historical JEA information as well as historical/current
information on relevant comparators or index

<!--[if IsupportLists]-->4) <!--[endif]-->Any information on forward looking
projections/estimates on these same items.

We are working to deliver the next draft of materials by the end of next week, assuming we
get the financial data requested above. Please let us know if we need to schedule a call to
talk through these additional data needs or if we are missing anything in the materials we are
pulling together for the committee meeting.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Monday, March 25, 2019 10:08 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

Importance: High

David,
Angie received some feedback from Aaron today regarding our meeting last week.
Aaron indicated he had expected to receive an example of a plan (not just a few

options). Based on the feedback and input that you received in the meeting last week,
will you be providing a draft plan that will detail more of the values by grade or level, the
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metrics, thresholds, timing of payouts, etc.? If so, what is the timing on receipt of this
information?

Pat

From: Maillis, Patricia L. - Director, Employee Services

Sent: Thursday, March 21, 2019 8:58 AM

To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

As LTI structure takes form, | think we will need to state at some point where gaps in STI
may be made up in LTI or reference Total Comp so that we also have flexibility to shift
the mix, if the company chooses. It seems the message will or should focus on Total
Comp (not just the cash components).

Again, thanks. Talk soon.

Pat

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Wednesday, March 20, 2019 6:41 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Nice to meet you yesterday. We enjoyed getting to meet the JEA team. Also, hanks for the
update on the STI plan. We are working through assessing the gaps to market based on
current STI levels, not proposed, but will likely be in touch with you and Scott if we have any
follow up questions or data needs.

Best regards,

David
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From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Wednesday, March 20, 2019 9:24 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>

Subject: Follow-up from Meeting - FY19 Metrics

David and Andrea,
Thank you for a great meeting yesterday.

As follow-up to our conversation yesterday, wanted to provide some clarification on the
current state of the STl plan. There have been no changes to date in total opportunity
for employees. There were originally discussions regarding not having a payout for
2019, but this was not communicated to employees and so employees are thinking it is
status quo. At the beginning of the performance period, October 1, 2018, there was
clear communication regarding the 2019 goals. These were new in many respects so it
was not clear (from my perspective as to which of the goals would translate to the STI).
Last week, | was asked to incorporate the new goals into the plan. No change in payout
values, (except maybe the executives — this discussion has not been finalized).

Providing you the new dashboard so you can see the goals(the first 21, in four
categories that align with our Corporate Measures of Value; Customer Value, Financial
Value, Environmental Value and Community Impact Value. To the far right of the
attached spreadsheet, is Compensation’s calculations re the payout values for each
metric based on the achievement of a meets or exceeds. The leadership team has
confirmed that we will have these 21 measures. This is Comp’s draft for cost modelling.

The one item that is up in the air is a comment made by the team last week re “make
the spreads between the meets and exceeds wider”.

The plan has progressed over the last 5 years from a set payout based on achievement
of 5 operational measures, then $500 - $3000 for all employees, much like a Profit
Sharing Plan with little to no differentiation and below the market for all managers and
above. In 2014, , we incorporated individual performance factor for the appointed
further differentiating the payout between line and management employees. In 2016,
we increased the payouts further for the management to director level (and have done
minor fine tuning since). We were not able to do this for the SLT due to optics, so we

focused on making sure their base pay was at or moving towards 50th percentile. Today,
the difference between a meets and exceeds for non-SLT is 160%. | am going to pitch
that this is wide enough for now and that we don’t want to make changes based on this
project. However, | do not think that we will win this battle with the SLT pieces.

As we have discussed, with the addition of a broad based LTI plan, the LTI component

can make up that difference in market value for the non-management and lower level
managers that don’t normally receive LTl in the market place. We probably still need to
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increase some levels of management STI with the addition of the LTI as well.

Pat Maillis

Director, Employee Services

Direct: (904-665-4132)

Cell : (904-703-3453)

<l--[if lvml]--><!--[endif]--><!--[if lvml]--><|--[endif]--><I--[if lvml]--><!--[endif]--><!--[if
lvml]--><!--[endif]--><!--[if lvml]--><image013.jpg><!--[endif]-->

Florida has a very broad Public Records Law. Virtually all written communications
to or from State and Local Officials and employees are public records available to
the public and media upon request. Any email sent to or from JEA’s system may be
considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida’s Public
Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a
public-records request, do not send electronic mail to this entity. Instead, contact
JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to the
original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written communications
to or from State and Local Officials and employees are public records available to
the public and media upon request. Any email sent to or from JEA’s system may be
considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida’s Public
Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a
public-records request, do not send electronic mail to this entity. Instead, contact
JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to the
original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@willistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written communications
to or from State and Local Officials and employees are public records available to
the public and media upon request. Any email sent to or from JEA’s system may be
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considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida’s Public
Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a
public-records request, do not send electronic mail to this entity. Instead, contact
JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to the
original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@willistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

<image002.jgxage004.jpg>  <image006.jpg>
<image010.jpg>
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From: Dykes, Melissa H. - President/COO

To: Stewart, Kerri - VP & Chief Customer Officer

ce T

Subject: KW - would you please edit based on your recollection of the meeting? Thanks.
Date: Wednesday, March 27, 2019 2:34:23 PM

Managers,

Each month Aaron and | meet with Union Leaders to keep them apprised of developments in the business and hear the concerns they have from their members. The purpose is to
develop relationships with individual union leaders while encouraging them to flex their leadership and communication capabilities with their membership. This note summarizes
what we discussed with union leaders at yesterday’s meeting.

- We've heard the feedback “loud and clear” that employees want more communication from us, and therefore asked representatives from our communications team to join
the meeting. With their expertise we can better design communications to reach more employees more effectively in a more timely manner.

- Herschel Vinyard will be joining our team on Monday, completing our SLT organizational structure. Herschel is a former secretary of the DEP and an expert in state-wide
water issues. Our leadership team is now divided into four functions: Taking Care of the Customer, Community, and Environment Today (Melissa Dykes, President/COO),
Taking Care of the Customer, Community, and Environment Tomorrow (Julio Romero Aguero, Chief Innovation & Transformation Officer), Open Communication on What
We're Doing and Why (Herschel Vinyard, Chief Administrative Officer), and Be Fiscally Responsible with Our City’s Asset (Ryan Wannemacher, Chief Financial Officer). The
chart below was included in the Board presentation “Year in Review” at this week’s Board meeting.

- We also recapped a Board discussion: Where are we going? The slide below was discussed with the Board and illustrates where we are early in the process and what comes
next. We have established a baseline in our cultural health and are now working to establish a baseline for the business. Once we have both baselines, we will focus on where
the business is headed in the next step and identify which cultural practices are critical to the success of that path. Eventually culture and business strategy merge, where we
develop tactics for execution of business strategy (the “what”) and the cultural elements we can drive through those tactics (the “how”).
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Total compensation strategy update: Market analysis is coming over the next couple months. Long-term compensation is tricky: we are creating a new and unique
instrument which takes some time. Please be patient.

Seeing senior leaders out in the field remains important to union members, particularly in informal settings. Communications are requested to be accessible and user-
friendly. More focus on successes, and raise awareness of JEA’s news channel on YouTube.

Ask: If you have ideas about tactics please send them to Julio.
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From: Wathen, David (Atlanta)

To: Maillis, Patricia L. - Director, Employee Services
Subject: RE: Follow-up from Meeting - FY19 Metrics
Date: Wednesday, March 27, 2019 3:25:34 PM

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

Thanks for the update. | think model Ryan provided today is good for now. We will review that and let
you know if we have any questions.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]
Sent: Wednesday, March 27, 2019 8:59 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>
Subject: Re: Follow-up from Meeting - FY19 Metrics

This is not the first time he has put it out there. No comments at this meeting. Believe he uses each
opportunity to be transparent and so the topic won’t be a surprise. He got board approval to
change the philosophy several weeks ago.

Ryan and Aaron’s goal is to reach provide market on all levels and include components that make
the company on par with I0Us of similar revenues, output and customers.

I did some research on past practices and this is not the first time that JEA would have a market
based compensation plan. Back in the 90’s and early 2000’s, the company had a plan that paid out
as high as 35% of Pay for appointed (all apptd). While | do not agree with this methodology and not
sure they actually did the market analysis to show this is appropriate, they definitely were seeking to
be the more competitively compensated companies in the national public sector space.

Now, the kicker is, the optics. Several years later, constituents pushed back and the plan suspended.
Aaron is willing and wants to take the risk on this. He knows to go for the ideal state and if we get

push back, we'll deal with it.

Can you give me the specifics on what you need for the financial data for the PU plan and | will get
Ryan on it right away?

Pat
Sent from my iPhone
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On Mar 26, 2019, at 9:39 PM, Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>
wrote:

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Thanks Pat for sharing. How was the proposed compensation framework Aaron presented
received by the Board? Anything we should be sensitive to when putting forth our
recommendations on the pay adjustments and LTI plan design?

Also, do you think you will be able to provide the financial data we requested to help in
determining the best approach for valuing a performance share unit?

Thanks.

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Tuesday, March 26, 2019 3:21 PM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)
<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick.Meng@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

David,

Attached are the slides from today’s JEA Board of Director meeting. Suggest taking a
look at slides 22 — 24. Aaron is laying the groundwork on LTI.

From: Maillis, Patricia L. - Director, Employee Services

Sent: Tuesday, March 26, 2019 11:27 AM

To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>; Hiers, Angelia R. - VP & Chief
Human Resources Officer <hierar@jea.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)

<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick.Meng@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

Will send you today’s pieces from the Board meeting re Compensation. Aaron
referenced the methodology today.
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Below looks good.
LTI — agree with the below. Strong emphasis on LTI and proposed plan design

Some of my notes from our meeting on LTI:

3 Financial Factors (can be measured over 5 years):
Rates

Net Book Value

Contribution to the City of Jacksonville

Dashboard is centered around the corporate measures of value:
Customer Value

Financial Value

Environmental Value

Community Impact Value

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Monday, March 25, 2019 2:40 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>; Hiers, Angelia R. - VP & Chief
Human Resources Officer <hierar@jea.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Kelly, Tom (Charlotte)

<thomas.kelly@willistowerswatson.com>; Meng, Patrick (Atlanta)

<Patrick.Meng@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Yes, based on the input from last week’s meeting, we are pulling together materials for the
April committee meeting that will address the following:

e Review current compensation philosophy

e Evolution as to how compensation programs got to their current state

e Current gaps to market in compensation levels — specifically calling out gaps in
base salary, short and long-term incentives by organizational level and actions to
take to close those gaps to market. These proposed pay adjustments will detail by
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grade what base salary, short-term and long-term incentive opportunities should be

e  Short-term incentive plan design — based on the meeting last week, our takeaway
is the short-term incentive plan design you proposed was not changing materially
other than the introduction of a Net Income measure. Is there anything you need
from us as it relates to short-term incentive plan design?

e lLong-term incentive plan design — we will provide a more detailed LTI design given
Aaron’s feedback around the draft strawman design we shared. It will include
target incentive opportunities by level, where applicable, as well as performance
measure weightings and a proposed formula for determining a Performance Share
Unit (PSU) value. As it relates to the LTI plan performance measures (rates
customers pay, change in net book value and contribution to the city), we would
look to Ryan to provide guidance on what performance hurdles should be at
Threshold, Target and Maximum, as he has insights into historical performance,
future projections, business strategy, etc., but we can certainly provide guidance as
to what probability payout distributions look a well-designed incentive plan

e  Overview of best practices to consider for modernizing total rewards

As it relates to determining an applicable formula for valuing a PSU in the long-term
incentive plan, we need some additional information. Would you please check with Ryan to
see if he could provide us information on key drivers of long-term performance, such as:

1) Historical financials, most importantly on book value as of year-end and anything

impacting that other than income/surplus generated in a year less any cash
contributions/outlays made

2) Better understanding (and history) of cash contributions made to City and the basis

by which the contribution level in a given year is determined and/or could be
evaluated. Percentage of income/surplus or something else. Also understanding
of timing on those contributions and how they impact book value — for example,
contribution made in 2018 based on surplus generated in 2017 and so are reflected
in year-end book value for 2018 but not 2017.

3) How “customer rates” are determined and evaluated, along with historical JEA

information as well as historical/current information on relevant comparators or
index

4)  Any information on forward looking projections/estimates on these same items.

We are working to deliver the next draft of materials by the end of next week, assuming we
get the financial data requested above. Please let us know if we need to schedule a call to
talk through these additional data needs or if we are missing anything in the materials we
are pulling together for the committee meeting.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]
Sent: Monday, March 25, 2019 10:08 AM
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To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

Importance: High

David,
Angie received some feedback from Aaron today regarding our meeting last week.

Aaron indicated he had expected to receive an example of a plan (not just a few
options). Based on the feedback and input that you received in the meeting last week,
will you be providing a draft plan that will detail more of the values by grade or level,
the metrics, thresholds, timing of payouts, etc.? If so, what is the timing on receipt of
this information?

Pat

From: Maillis, Patricia L. - Director, Employee Services

Sent: Thursday, March 21, 2019 8:58 AM

To: 'Wathen, David (Atlanta)' <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)
<michael.patrick@willistowerswatson.com>

Subject: RE: Follow-up from Meeting - FY19 Metrics

As LTI structure takes form, | think we will need to state at some point where gaps in
STI'may be made up in LTl or reference Total Comp so that we also have flexibility to
shift the mix, if the company chooses. It seems the message will or should focus on
Total Comp (not just the cash components).

Again, thanks. Talk soon.

Pat

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>

Sent: Wednesday, March 20, 2019 6:41 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott I. <strasi@jea.com>; Hwang, Paul (Atlanta)
<paul.hwang@willistowerswatson.com>; Patrick, Michael (Atlanta)

<michael.patrick@willistowerswatson.com>
Subject: RE: Follow-up from Meeting - FY19 Metrics
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[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Pat:

Nice to meet you yesterday. We enjoyed getting to meet the JEA team. Also, hanks for the
update on the STI plan. We are working through assessing the gaps to market based on
current STl levels, not proposed, but will likely be in touch with you and Scott if we have any
follow up questions or data needs.

Best regards,

David

From: Maillis, Patricia L. - Director, Employee Services [mailto:mailpl@jea.com]

Sent: Wednesday, March 20, 2019 9:24 AM

To: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>; Deeb, Andrea
(Atlanta) <andrea.deeb@willistowerswatson.com>

Cc: Strackbine, Scott |. <strasi@jea.com>

Subject: Follow-up from Meeting - FY19 Metrics

David and Andrea,
Thank you for a great meeting yesterday.

As follow-up to our conversation yesterday, wanted to provide some clarification on
the current state of the STl plan. There have been no changes to date in total
opportunity for employees. There were originally discussions regarding not having a
payout for 2019, but this was not communicated to employees and so employees are
thinking it is status quo. At the beginning of the performance period, October 1, 2018,
there was clear communication regarding the 2019 goals. These were new in many
respects so it was not clear (from my perspective as to which of the goals would
translate to the STI). Last week, | was asked to incorporate the new goals into the

plan. No change in payout values, (except maybe the executives — this discussion has
not been finalized).

Providing you the new dashboard so you can see the goals(the first 21, in four
categories that align with our Corporate Measures of Value; Customer Value, Financial
Value, Environmental Value and Community Impact Value. To the far right of the
attached spreadsheet, is Compensation’s calculations re the payout values for each
metric based on the achievement of a meets or exceeds. The leadership team has
confirmed that we will have these 21 measures. This is Comp’s draft for cost
modelling.
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The one item that is up in the air is a comment made by the team last week re “make
the spreads between the meets and exceeds wider”.

The plan has progressed over the last 5 years from a set payout based on achievement
of 5 operational measures, then $500 - $3000 for all employees, much like a Profit
Sharing Plan with little to no differentiation and below the market for all managers and
above. In 2014, , we incorporated individual performance factor for the appointed
further differentiating the payout between line and management employees. In 2016,
we increased the payouts further for the management to director level (and have done
minor fine tuning since). We were not able to do this for the SLT due to optics, so we
focused on making sure their base pay was at or moving towards 50t percentile.
Today, the difference between a meets and exceeds for non-SLT is 160%. | am going to
pitch that this is wide enough for now and that we don’t want to make changes based
on this project. However, | do not think that we will win this battle with the SLT pieces.

As we have discussed, with the addition of a broad based LTI plan, the LTI component
can make up that difference in market value for the non-management and lower level
managers that don’t normally receive LTI in the market place. We probably still need
to increase some levels of management STI with the addition of the LTI as well.

Pat Maillis

Director, Employee Services

Direct: (904-665-4132)

Cell : (904-703-3453)
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Florida has a very broad Public Records Law. Virtually all written
communications to or from State and Local Officials and employees are public
records available to the public and media upon request. Any email sent to or from
JEA’s system may be considered a public record and subject to disclosure under
Florida’s Public Records Laws. Any information deemed confidential and exempt
from Florida’s Public Records Laws should be clearly marked. Under Florida law,
e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this

entity. Instead, contact JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to
the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of

these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written
communications to or from State and Local Officials and employees are public
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records available to the public and media upon request. Any email sent to or from
JEA’s system may be considered a public record and subject to disclosure under
Florida’s Public Records Laws. Any information deemed confidential and exempt
from Florida’s Public Records Laws should be clearly marked. Under Florida law,
e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this

entity. Instead, contact JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to
the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of
these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe @willistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written
communications to or from State and Local Officials and employees are public
records available to the public and media upon request. Any email sent to or from
JEA’s system may be considered a public record and subject to disclosure under
Florida’s Public Records Laws. Any information deemed confidential and exempt
from Florida’s Public Records Laws should be clearly marked. Under Florida law,
e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this

entity. Instead, contact JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to
the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of

these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@uwillistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed
confidential and exempt from Florida’s Public Records Laws should be clearly marked. Under
Florida law, e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this entity.

Instead, contact JEA by phone or in writing.

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual property of Willis
Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no responsibility for, use in any context
or for any purpose other than for the intended context and purpose. If you are not the intended recipient or if we did not authorize your
receipt of this material, any use, distribution or copying of this material is strictly prohibited and may be unlawful. If you have received this
communication in error, please return it to the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of these
communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy notice by emailing

unsubscribe@uwillistowerswatson.com.
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This e-mail has come to you from Willis Towers Watson US LLC
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From: Maillis, Patricia L. - Director, Employee Services

To: Kendrick, Jonathan A. (Jon) - Interim VP & HR Officer
Subject: FW: Updated Committee Meeting Materials
Date: Monday, April 29, 2019 12:29:19 PM
Attachments: JEA Comp Committee Draft 4.22.19 v2.pptx
Comp Committee 1.15.19 Presentation - Total Market Compensation Strategy.pdf
Importance: High
Jon,

Back in January, Angie directed me to have Willis Towers Watson conduct a Compensation Study of:
CEO Compensation; Total Compensation for all employees with a focus on base salary, total cash and
total compensation. Additionally they were asked to provide guidance on the design of LTI plans and
to make recommendation on the cost and the structure. | can fill you in on the history of work dating
back to September 2018 and why we chose WTW.

To date, Aaron does not have a contract. He is seeking to implement /add an LTI plan to our
compensation package. Because LTl is rarely found in the government sector, Angie and | sought a

3rd party counsel on this, WTW. Typically, Angie would have worked directly with the
Compensation Committee Chair and led them through the study for the CEO Compensation and the
resultant contract. In the past, WTW has been present at the Committee Meeting and led the
discussion with the Committee and had meetings with the Chair prior to the actual meeting. The
CEO was not typically in the discussions with the Chair. Last Comp Committee, Aaron indicated that
we were going to do this study(see attached ) ad that he would not finalize his compensation until
the study was complete for the whole company.

Aaron (and Ryan W) received the attached last week. Angie and | reviewed this with WTW prior and
made modifications/edits — so the next step would be for Aaron and WTW to have a call to discuss
and make the final changes. Compensation Committee is scheduled for May 28 at 1:00.

| do not get the impression that he is happy with the product. Let’s plan to talk about this so | can
give you the history and put our heads together to make sure Aaron gets the product he is seeking.

Pat

From: Maillis, Patricia L. - Director, Employee Services

Sent: Monday, April 29, 2019 11:22 AM

To: Taylor, Brandi N. - Executive Assistant <taylbn@jea.com>
Subject: FW: Updated Committee Meeting Materials

From: Maillis, Patricia L. - Director, Employee Services

Sent: Thursday, April 25, 2019 10:24 AM

To: Zahn, Aaron F. - Managing Director/CEO <zahnaf@jea.com>
Subject: RE: Updated Committee Meeting Materials
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Here is the PPT version as well.

From: Maillis, Patricia L. - Director, Employee Services

Sent: Thursday, April 25, 2019 8:51 AM

To: Zahn, Aaron F. - Managing Director/CEO <zahnaf@jea.com>
Subject: RE: Updated Committee Meeting Materials

Hi Aaron,

Heard you are traveling. Do you want me to convert the Adobe doc to a PowerPoint? I've also left a
physical copy in your office.

Pat

From: Zahn, Aaron F. - Managing Director/CEO <zahnaf@jea.com>

Sent: Wednesday, April 24, 2019 6:25 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>

Cc: Wannemacher, Ryan F. - Chief Financial Officer <wannrf@jea.com>; Strackbine, Scott I. -
Compensation Specialist <strasi@jea.com>; Dykes, Melissa H. - President/COO <dykemh@jea.com>
Subject: Re: Updated Committee Meeting Materials

Can you please get me the ppt? Thanks.

Aaron F. Zahn

JEA

Managing Director & Chief Executive Officer
Email: zahnaf@jea.com

Phone: (312) 286-1040

On Apr 24, 2019, at 8:33 AM, Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>
wrote:

Aaron and Ryan,

Attached is the draft Comp Committee presentation regarding the compensation study
and recommendations from Willis Towers Watson. Once you have had an opportunity
to review, we can schedule a brief conference call with WTW should there be any

modifications needed and discuss Committee prep.

Pat

From: Wathen, David (Atlanta) <david.wathen@willistowerswatson.com>
Sent: Monday, April 22, 2019 4:58 PM
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To: Hiers, Angelia R. - VP & Chief Human Resources Officer <hierar@jea.com>; Maillis,
Patricia L. - Director, Employee Services <mailpl@jea.com>; Strackbine, Scott I. -
Compensation Specialist <strasi@jea.com>

Cc: Deeb, Andrea (Atlanta) <andrea.deeb@willistowerswatson.com>; Hwang, Paul
(Atlanta) <paul.hwang@willistowerswatson.com>; Meng, Patrick (Atlanta)
<Patrick.Meng@willistowerswatson.com>

Subject: Updated Committee Meeting Materials

[External Email - Exercise caution. DO NOT open attachments or click links from
unknown senders or unexpected email. ]

Angie, Pat and Scott:

Attached is the updated committee meeting materials. We incorporated all of the edits we
discussed on our last call. Please review and let us know if there are any additional
changes.

Best regards,

David Wathen
Senior Director, Rewards

Willis Towers Watson

5 Concourse Parkway (Please note new address and work phone number)
Atlanta, GA 30328

Work: 678.684.0751

Cell: 404.285.9848

Email: david.wathen@uwillistowerswatson.com

Visit Executive Pay Matters to stay up-to-date on developments, trends and issues in executive
compensation and governance

Notice of Confidentiality

This email contains confidential material prepared for the intended addressees only and it may contain intellectual
property of Willis Towers Watson, its affiliates or a third party. This material may not be suitable for, and we accept no
responsibility for, use in any context or for any purpose other than for the intended context and purpose. If you are not
the intended recipient or if we did not authorize your receipt of this material, any use, distribution or copying of this
material is strictly prohibited and may be unlawful. If you have received this communication in error, please return it to
the original sender with the subject heading "Received in error," then delete any copies.

You may receive direct marketing communications from Willis Towers Watson. If so, you have the right to opt out of

these communications. You can opt out of these communications or request a copy of Willis Towers Watson's privacy

notice by emailing unsubscribe@willistowerswatson.com.

This e-mail has come to you from Willis Towers Watson US LLC

<JEA Comp Committee Draft 4.22.19 v2.pdf>
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From: Maillis, Patricia L. - Director, Employee Services

To: Kendrick, Jonathan A. - Interim VP & HR Officer
Cc: Strackbine, Scott I. - Compensation Specialist
Subject: RE: comp draft

Date: Tuesday, May 7, 2019 9:34:51 AM

Hi,

Looked at it last night. Sending an email to David at WTW shortly. Will copy you.
Started thinking about page 30 and 31.

| believe that Aaron is seeking to align with the Board’s approve compensation philosophy — total

compensation at 50t percentile. Suggest they remove the Proposed and perform the cost
calculation based on delta between what we pay today and the market. Assuming we are adopting

full market 507, Please run this by him and I will include this in my email.

Also made a minor tweak to the p 7 2017 pension change.
* Effective beginning FY18, the defined benefit plan was closed to new hires. All new hires will
participate in the new defined contribution plan.

As a note, sometime folks are not aware that typically, each component of compensation is
calculated independently because it is submitted separate. Therefore, the variable components of
compensation specifically, incentives, total cash and total comp will not be an aggregate of the
differences. Data includes those that are eligible but do not receive, those that receive and those
that don’t have the element of compensation. This is not the issue Aaron is questioning — just
offering it as a sidebar fyi.

Pat

From: Kendrick, Jonathan A. - Interim VP & HR Officer <kendja@jea.com>
Sent: Monday, May 6, 2019 4:35 PM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>
Subject: FW: comp draft

From: Zahn, Aaron F. - Managing Director/CEO <zahnaf@jea.com>

Sent: Monday, May 6, 2019 3:34 PM

To: Kendrick, Jonathan A. - Interim VP & HR Officer <kendja@jea.com>

Cc: Bartley, La'Trece M. - Mgr Executive Administration <bartlm@jea.com>; Wannemacher, Ryan F. -
Chief Financial Officer <wannrf@jea.com>

Subject: comp draft
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Jon—
See attached. We should talk. I've edited but still have a number of comments “in red”

Aaron Zahn

Managing Director & Chief Executive Officer
Direct: (904) 665-4396

Mobile: (312) 286-1040

Fax: (904) 665-4238

Email: zahnaf@jea.com
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From: Rhode, Lynne C. (City of Jacksonville)

To: "Roesle-Parde, Kort Parde"
Subject: RE: CONFIDENTIAL ATTORNEY WORK PRODUCT
Date: Tuesday, June 4, 2019 3:09:40 PM

| don’t think there are many specifics yet. They are looking at a long-term (1-3 year) incentive (form
of typically cash or stock) bonus program based on JEA’s financial performance and available to all
(management and non-management) employees. | think if we hit those four general brackets, that
will suffice. Any specific program can be analyzed later. Does that make sense?

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: Roesle-Parde, Kort Parde <KParde@coj.net>

Sent: Tuesday, June 4, 2019 1:46 PM

To: Rhode, Lynne C. (City of Jacksonville) <rhodlc@jea.com>
Subject: RE: CONFIDENTIAL ATTORNEY WORK PRODUCT

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Lynne,

I think there is some confusion because I literally have no information regarding how or what
type of program JEA intends to implement. I have only spoken with you and just received the
memo from the other firm.

I will work on this tonight and believe I can answer most of the questions you have posed but
any information you can provide me with will really help the end product.

Thank you,
Kort

Sent from my Verizon Motorola Droid
On Jun 4, 2019 1:38 PM, "Rhode, Lynne C. (City of Jacksonville)" <rhodlc(@jea.com> wrote:

EXTERNAL EMAIL: This email originated from a non-COJ email address. Do not click any links or
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open any attachments unless you trust the sender and know the content is safe.

Thanks Kort. | think there are some key questions/thoughts that need developing.

(1) You state on p. 4 that statutory language would not permit a bonus based on JEA's overall
financial improvement. Why not? This is THE KEY question and needs to be fleshed out. |
don’t see that restriction anywhere.

(2) Need toinclude language confirming (if accurate) that an LTIP award of cash or stock to any
employee is permissible

(3) Need toinclude language/ analysis about how LTIPs are consistent (if accurate) with
municipal purpose, public purpose, and ethical considerations

(4) I'don’t understand the “consequences” section and think it can come out. We don’t need
details on specific aspects of the plan at this point. We just need to know if a long-term
incentive cash or stock bonus program available to all employees and based on JEA's
financial performance is permissible.

(5) Need statement about relationship between FS 215.425 and Ord Chap 116

(6) JEA Charter 21.08 gives JEA broad authority over employment policies — | think JEA’s Charter
(as the relevant Special Law) must be included in the analysis. JEA employees, by Charter,
are expressly subject to City Charter Art 16 & 17 (Civil Service, which excludes management).

(7) While the 943.22 and 1012.02 programs for police and teachers may be examples for a
footnote, don’t think they (or their restrictions, except potentially to show the lack of such
express restrictions on utilities) are really relevant to the analysis

(8) All of the 116 examples can just be a footnote — don’t need the details if they are not
relevant to the LTIP.

(9) Civil Service and union discussions can be shortened to a note about compliance as long as
you don’t see any specific conflict with an LTIP (they know that CS and Unions are a factor in
any bonus program)

Overall, | think they are looking for a more direct answer (yes, no, or maybe as to each aspect)
related to the specific contemplated LTIP program. | think the structure of that analysis (considering
at each step constitutional, state, and local laws and ethical factors) would be most useful as — (1)
Authority for bonus programs by independent agencies generally, (2) general constraints on such
programs, (3) authority for and constraints on the LONG TERM (1-3 years) aspect of the incentive
program, (4) authority for and constraints on the availability of the incentive program to
MANAGEMENT AND ALL OTHER employees, (5) authority for and constraints on use of FINANCIAL
PERFORMANCE as the program’s metric , and (6) authority for and constraints on the TYPE of the
award (cash, stocks, other).

I don’t know if you have any availability to discuss before tomorrow, but if so | am generally available
today/tonight and can also be reached on my cell — 904-212-7943 — if not, we can discuss tomorrow
at 10.

Lynne C. Rhode

Vice President and Chief Legal Officer
21 West Church Street Jacksonville, FL 32202
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Office: (904) 665-4115
Email: rhodlc@jea.com

From: Roesle-Parde, Kort Parde <KParde@coj.net>

Sent: Tuesday, June 4, 2019 11:39 AM

To: Rhode, Lynne C. (City of Jacksonville) <rhodlc@jea.com>
Subject: CONFIDENTIAL ATTORNEY WORK PRODUCT

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Lynne,

As discussed here is the rough draft for us to start with. | look forward to speaking with you
tomorrow morning. | have attached it both in word and pdf, just in case it helps.

Kort

Tracey Kort Parde

Assistant General Counsel

480 West Duval Street, Suite 480
Jacksonville, Florida 32202

Direct: (904) 255-5079
Fax: (904) 630-1316
E-mail: kparde@coj.net

Disclaimer regarding Uniform Electronic Transactions Act (UETA) (Florida Statutes Section
668.50): If this communication concerns negotiation of a contract or agreement, UETA does
not apply to this communication; contract formation in this matter shall occur only with
manually-affixed original signatures on original documents.

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed
confidential and exempt from Florida’s Public Records Laws should be clearly marked. Under
Florida law, e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this entity.
Instead, contact JEA by phone or in writing.

JEA0636






From: Rhode, Lynne C. (City of Jacksonville)

To: "Roesle-Parde, Kort Parde"
Subject: RE: CONFIDENTIAL ATTORNEY WORK PRODUCT
Date: Tuesday, June 4, 2019 3:09:40 PM

| don’t think there are many specifics yet. They are looking at a long-term (1-3 year) incentive (form
of typically cash or stock) bonus program based on JEA’s financial performance and available to all
(management and non-management) employees. | think if we hit those four general brackets, that
will suffice. Any specific program can be analyzed later. Does that make sense?

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: Roesle-Parde, Kort Parde <KParde@coj.net>

Sent: Tuesday, June 4, 2019 1:46 PM

To: Rhode, Lynne C. (City of Jacksonville) <rhodlc@jea.com>
Subject: RE: CONFIDENTIAL ATTORNEY WORK PRODUCT

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Lynne,

I think there is some confusion because I literally have no information regarding how or what
type of program JEA intends to implement. I have only spoken with you and just received the
memo from the other firm.

I will work on this tonight and believe I can answer most of the questions you have posed but
any information you can provide me with will really help the end product.

Thank you,
Kort

Sent from my Verizon Motorola Droid
On Jun 4, 2019 1:38 PM, "Rhode, Lynne C. (City of Jacksonville)" <rhodlc(@jea.com> wrote:

EXTERNAL EMAIL: This email originated from a non-COJ email address. Do not click any links or
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open any attachments unless you trust the sender and know the content is safe.

Thanks Kort. | think there are some key questions/thoughts that need developing.

(1) You state on p. 4 that statutory language would not permit a bonus based on JEA's overall
financial improvement. Why not? This is THE KEY question and needs to be fleshed out. |
don’t see that restriction anywhere.

(2) Need toinclude language confirming (if accurate) that an LTIP award of cash or stock to any
employee is permissible

(3) Need toinclude language/ analysis about how LTIPs are consistent (if accurate) with
municipal purpose, public purpose, and ethical considerations

(4) I'don’t understand the “consequences” section and think it can come out. We don’t need
details on specific aspects of the plan at this point. We just need to know if a long-term
incentive cash or stock bonus program available to all employees and based on JEA's
financial performance is permissible.

(5) Need statement about relationship between FS 215.425 and Ord Chap 116

(6) JEA Charter 21.08 gives JEA broad authority over employment policies — | think JEA’s Charter
(as the relevant Special Law) must be included in the analysis. JEA employees, by Charter,
are expressly subject to City Charter Art 16 & 17 (Civil Service, which excludes management).

(7) While the 943.22 and 1012.02 programs for police and teachers may be examples for a
footnote, don’t think they (or their restrictions, except potentially to show the lack of such
express restrictions on utilities) are really relevant to the analysis

(8) All of the 116 examples can just be a footnote — don’t need the details if they are not
relevant to the LTIP.

(9) Civil Service and union discussions can be shortened to a note about compliance as long as
you don’t see any specific conflict with an LTIP (they know that CS and Unions are a factor in
any bonus program)

Overall, | think they are looking for a more direct answer (yes, no, or maybe as to each aspect)
related to the specific contemplated LTIP program. | think the structure of that analysis (considering
at each step constitutional, state, and local laws and ethical factors) would be most useful as — (1)
Authority for bonus programs by independent agencies generally, (2) general constraints on such
programs, (3) authority for and constraints on the LONG TERM (1-3 years) aspect of the incentive
program, (4) authority for and constraints on the availability of the incentive program to
MANAGEMENT AND ALL OTHER employees, (5) authority for and constraints on use of FINANCIAL
PERFORMANCE as the program’s metric , and (6) authority for and constraints on the TYPE of the
award (cash, stocks, other).

I don’t know if you have any availability to discuss before tomorrow, but if so | am generally available
today/tonight and can also be reached on my cell — 904-212-7943 — if not, we can discuss tomorrow
at 10.

Lynne C. Rhode

Vice President and Chief Legal Officer
21 West Church Street Jacksonville, FL 32202
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Office: (904) 665-4115
Email: rhodlc@jea.com

From: Roesle-Parde, Kort Parde <KParde@coj.net>

Sent: Tuesday, June 4, 2019 11:39 AM

To: Rhode, Lynne C. (City of Jacksonville) <rhodlc@jea.com>
Subject: CONFIDENTIAL ATTORNEY WORK PRODUCT

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Lynne,

As discussed here is the rough draft for us to start with. | look forward to speaking with you
tomorrow morning. | have attached it both in word and pdf, just in case it helps.

Kort

Tracey Kort Parde

Assistant General Counsel

480 West Duval Street, Suite 480
Jacksonville, Florida 32202

Direct: (904) 255-5079
Fax: (904) 630-1316
E-mail: kparde@coj.net

Disclaimer regarding Uniform Electronic Transactions Act (UETA) (Florida Statutes Section
668.50): If this communication concerns negotiation of a contract or agreement, UETA does
not apply to this communication; contract formation in this matter shall occur only with
manually-affixed original signatures on original documents.

Florida has a very broad Public Records Law. Virtually all written communications to or from
State and Local Officials and employees are public records available to the public and media
upon request. Any email sent to or from JEA’s system may be considered a public record and
subject to disclosure under Florida’s Public Records Laws. Any information deemed
confidential and exempt from Florida’s Public Records Laws should be clearly marked. Under
Florida law, e-mail addresses are public records. If you do not want your e-mail address
released in response to a public-records request, do not send electronic mail to this entity.
Instead, contact JEA by phone or in writing.
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From: Rhode, Lynne C. (City of Jacksonville)

To: "MKirwan@foley.com"; Lutrin, Jessica; Wannemacher, Ryan F. - Chief Financial Officer
Cc: Vinyard, Herschel T. - Chief Administrative Officer; KHyde@foley.com
Subject: RE: PUP
Date: Friday, August 23, 2019 2:58:45 PM
Attachments: image003.png
image004.png

| would suggest a call, perhaps Monday, to discuss any additional thoughts on the Plan That way we
can save some time and make sure we are all on the same page. | will ask my assistant Jill to work on
setting up a call.

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: MKirwan@foley.com <MKirwan@foley.com>

Sent: Friday, August 23, 2019 2:54 PM

To: Lutrin, Jessica <jessica.lutrin@pillsburylaw.com>; Wannemacher, Ryan F. - Chief Financial Officer
<wannrf@jea.com>

Cc: Vinyard, Herschel T. - Chief Administrative Officer <vinyht@jea.com>; Rhode, Lynne C. (City of
Jacksonville) <rhodlc@jea.com>; KHyde@foley.com

Subject: RE: PUP

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Thanks Jessica. | would think the carve out for debt should be a bit broader. Perhaps the following:
“and (y) the assumption or payment of any principal and interest, as well as payment of any
prepayment fees or penalties and other defeasance costs on JEA’s bonds and borrowings)...”

I think we should delete the audit requirement since there would likely not be an audit after a sale of
the entire utility.

Michael B. Kirwan
Foley & Lardner LLP

One Independent Drive | Suite 1300
Jacksonville, FL 32202-5017
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P 904.633.8913

View My Bio [foley.com

Visit Foley.com [foley.com]

From: Lutrin, Jessica <jessica.lutrin@pillsburylaw.com>

Sent: Friday, August 23, 2019 11:21 AM

To: Wannemacher, Ryan F. - Chief Financial Officer <wannrf@jea.com>

Cc: Vinyard, Herschel T. - Chief Administrative Officer <vinyht@jea.com>; Rhode, Lynne C. (City of
Jacksonville) <rhodlc@jea.com>; Hyde, Kevin E. <KHyde@foley.com>; Kirwan, Michael B.
<MKirwan@foley.com>

Subject: RE: PUP

** EXTERNAL EMAIL MESSAGE **
As discussed with Ryan and Michael, below are the proposed edits to the definition of “Current Year

Value”. Any thoughts are welcome.

“Current Year Value” means, with respect to each Performance Period, the sum of (i)
JEA’s Net Position, as shown on JEA’s audited financial statements for such Performance
Period (or, in the case of a Recapitalization Event, JEA’s Net Position as shown on JEA’s
[audited] financial statements immediately following the Closing Date), (ii) the aggregate
consideration paid, distributed, credited or otherwise provided to the City of Jacksonville
whether in cash or in-kind (excluding (x) any public service taxes or franchise fees and (y) the
payment of any principal and interest on JEA’s bonds and borrowings) during the twelve (12)-
month period prior to the end of the Performance Period, and (iii) the aggregate consideration
(including refunds, rebates and distributions) paid, distributed, credited or otherwise provided
to the customers of the JEA Group during the twelve (12)-month period prior to the end of the
Performance Period. For the avoidance of doubt, for purposes of calculating the amounts in
clauses (i), (ii) and (iii), any consideration and change in Net Position, as applicable, in
connection with the Recapitalization Event shall be taken into account.

From: Wannemacher, Ryan F. - Chief Financial Officer <wannrf@jea.com>

Sent: Friday, August 23, 2019 10:37 AM

To: Lutrin, Jessica <jessica.lutrin@pillsburylaw.com>

Cc: Vinyard, Herschel T. - Chief Administrative Officer <vinyht@jea.com>; Rhode, Lynne C. (City of

Jacksonville) <rhodlc@jea.com>; khyde@foley.com; mkirwan@foley.com
Subject: Re: PUP

Jessica,

Thanks for following up. | agree that it makes sense to clarify that the contribution to the city should
not include the debt pay off. It should be any amounts after the payment of debt.
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Thanks
Ryan

Get Outlook for i0S

On Fri, Aug 23, 2019 at 10:11 AM -0400, "Lutrin, Jessica" <jessica.lutrin@pillsburylaw.com> wrote:

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Hi Ryan,
I hope you are well.

I just spoke with Michael Kirwan at Foley and, based on his calculations, the PUP formula is
spitting out much larger numbers than we anticipated. Do you have any PUP formula calculations
that you could please share with us? It would be helpful to see your calculations (even if rough) so
that we can reconcile the calculations to the formula and adjust the formula in the PUP, if
necessary.

Thank you,
Jessica

Jessica Lutrin | Partner

Pillsbury Winthrop Shaw Pittman LLP

31 West 52nd Street | New York, NY 10019-6131
£+1.212.858.1090

jessica.lutrin@pillsburylaw.com | website bio [pillsburylaw.com

pillsburylaw.com
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The contents of this message, together with any attachments, are intended only for the use of the
individual or entity to which they are addressed and may contain information that is legally
privileged, confidential and exempt from disclosure. If you are not the intended recipient, you are
hereby notified that any dissemination, distribution, or copying of this message, or any
attachment, is strictly prohibited. If you have received this message in error, please notify the
original sender or the Pillsbury Winthrop Shaw Pittman Help Desk at Tel: 800-477-0770, Option 1,
immediately by telephone or by return E-mail and delete this message, along with any
attachments, from your computer. Thank you.

Florida has a very broad Public Records Law. Virtually all written communications to or from State
and Local Officials and employees are public records available to the public and media upon request.
Any email sent to or from JEA's system may be considered a public record and subject to disclosure
under Florida’s Public Records Laws. Any information deemed confidential and exempt from
Florida’s Public Records Laws should be clearly marked. Under Florida law, e-mail addresses are
public records. If you do not want your e-mail address released in response to a public-records
request, do not send electronic mail to this entity. Instead, contact JEA by phone or in writing.

The contents of this message, together with any attachments, are intended only for the use of
the individual or entity to which they are addressed and may contain information that is legally
privileged, confidential and exempt from disclosure. If you are not the intended recipient, you
are hereby notified that any dissemination, distribution, or copying of this message, or any
attachment, is strictly prohibited. If you have received this message in error, please notify the
original sender or the Pillsbury Winthrop Shaw Pittman Help Desk at Tel: 800-477-0770,
Option 1, immediately by telephone or by return E-mail and delete this message, along with
any attachments, from your computer. Thank you.

The information contained in this message, including but not limited to any attachments, may
be confidential or protected by the attorney-client or work-product privileges. It is not
intended for transmission to, or receipt by, any unauthorized persons. If you have received this
message in error, please (i) do not read it, (i1) reply to the sender that you received the message
in error, and (iii) erase or destroy the message and any attachments or copies. Any disclosure,
copying, distribution or reliance on the contents of this message or its attachments is strictly
prohibited, and may be unlawful. Unintended transmission does not constitute waiver of the
attorney-client privilege or any other privilege. Legal advice contained in the preceding
message is solely for the benefit of the Foley & Lardner LLP client(s) represented by the Firm
in the particular matter that is the subject of this message, and may not be relied upon by any
other party. Unless expressly stated otherwise, nothing contained in this message should be
construed as a digital or electronic signature, nor is it intended to reflect an intention to make
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an agreement by electronic means.
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From: Lutrin, Jessica

To: Rhode, Lynne C. (City of Jacksonville)
Subject: PUP

Date: Monday, August 26, 2019 6:46:00 PM
Attachments: imagefd38a4.PNG

imageafb4f2.PNG
JEA - Long-Term Performance Unit Plan 4819-6312-2076 v.9.docx
Redline - JEA - Long-Term Performance Unit Plan.pdf

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. |

Hi Lynne,

As discussed, attached please find a revised draft of the plan (clean and a redline). There were no
changes to the form of agreement.

Please let me know if you have any questions.

Best,
Jessica

Jessica Lutrin | Partner

Pillsbury Winthrop Shaw Pittman LLP

31 West 52nd Street | New York, NY 10019-6131
t+1.212.858.1090

jessica.lutrin@pillsburylaw.com | website bio [pillsburylaw.com]

[pillsburylaw.com]

The contents of this message, together with any attachments, are intended only for the use of
the individual or entity to which they are addressed and may contain information that is legally
privileged, confidential and exempt from disclosure. If you are not the intended recipient, you
are hereby notified that any dissemination, distribution, or copying of this message, or any
attachment, is strictly prohibited. If you have received this message in error, please notify the
original sender or the Pillsbury Winthrop Shaw Pittman Help Desk at Tel: 800-477-0770,
Option 1, immediately by telephone or by return E-mail and delete this message, along with
any attachments, from your computer. Thank you.
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From: Lutrin, Jessica

To: Rhode, Lynne C. (City of Jacksonville)
Subject: PUP

Date: Monday, August 26, 2019 6:46:00 PM
Attachments: imagefd38a4.PNG

imageafb4f2.PNG
JEA - Long-Term Performance Unit Plan 4819-6312-2076 v.9.docx
Redline - JEA - Long-Term Performance Unit Plan.pdf

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. |

Hi Lynne,

As discussed, attached please find a revised draft of the plan (clean and a redline). There were no
changes to the form of agreement.

Please let me know if you have any questions.

Best,
Jessica

Jessica Lutrin | Partner

Pillsbury Winthrop Shaw Pittman LLP

31 West 52nd Street | New York, NY 10019-6131
t+1.212.858.1090

jessica.lutrin@pillsburylaw.com | website bio [pillsburylaw.com]

[pillsburylaw.com]

The contents of this message, together with any attachments, are intended only for the use of
the individual or entity to which they are addressed and may contain information that is legally
privileged, confidential and exempt from disclosure. If you are not the intended recipient, you
are hereby notified that any dissemination, distribution, or copying of this message, or any
attachment, is strictly prohibited. If you have received this message in error, please notify the
original sender or the Pillsbury Winthrop Shaw Pittman Help Desk at Tel: 800-477-0770,
Option 1, immediately by telephone or by return E-mail and delete this message, along with
any attachments, from your computer. Thank you.
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From: Rhode, Lynne C. (City of Jacksonville)

To: Maillis, Patricia L. - Director, Employee Services

Cc: Kendrick, Jonathan A. - VP & Chief Human Resources Officer
Subject: RE: Confidential - Feedback on PUPs Plan Docs

Date: Friday, September 13, 2019 3:29:02 PM

Pat,

Thanks for sending your concerns. Responses below. It is important to note that this plan has been
fully vetted, including through four subject matter expert attorneys, prior to be presented to the JEA
Board for approval in July.

1) Agree that the letter is too technical. It is being revised. It is wholly appropriate to
reference the financial statements in the assessment of risks.

2) The example is a placeholder in the g&a section that has not been filled in yet but will be
completed before the information is distributed.

3) This is for tax reasons: risk of forfeiture is a critical fact for tax purposes. Can give you more
color if you would like to discuss.

4) Yes

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>

Sent: Thursday, September 12, 2019 2:36 PM

To: Rhode, Lynne C. (City of Jacksonville) <rhodlc@jea.com>

Cc: Kendrick, Jonathan A. - VP & Chief Human Resources Officer <kendja@jea.com>
Subject: Confidential - Feedback on PUPs Plan Docs

Hi Lynne,

| reviewed the PUP docs from the v9/10. From an employee and benefits perspective, here are
some concerns:

1) The documents read very legalize. Typically there is a Plan document that is very legal and
formal in nature (which is appropriate), however, the employee letter and an exhibit(s)
would be highlights of interest with references to see the Plan doc. The exhibit should
include an example of the how the benefit is calculated: metrics, calculation and potential
results. Referencing the Financial Statements is not appropriate.
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2) The Plan does not provide clear calculation of how monies will grow.

3) The goals for the Plan as a Retention Tool don’t align with a tool where an employee is
investing their dollars. There is no Company investment. Usually when there is an
investment from the employee it is to ensure success and ownership in the company. The
Plan appears to hold employees captive. Understand there are Plans that have provisions to
vest, but this is typically where there is an investment made by the company, not the
employee. While there are typically penalties associated with certain investments for early
withdrawal, e.g., timeframes to retain the investment, | do believe that most investments
tools have forfeiture rules, whereby a person may receive a refund, but not a return of your
money at SO (unless it is a stock and it crashes). Employees who separate from the company
whether for cause or voluntarily should have the right to a refund of their money or if the
value is less than their purchase, the decreased value. Increased value can have the caveat
of vesting or retention.

Example: If an employee voluntarily or involuntarily terminates, they will be refunded 100%
of the value of the units at the purchase price. They will not be eligible for any increase in
the value. If the value has decreased, the person may only receive the value of the units as
of the termination date.

4) Does this Plan comply with all applicable non-qualified IRS rules for government Deferred
Compensation plans.

Pat Maillis

Director, Employee Services
Direct: (904-665-4132)
Cell : (904-703-3453)
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From: Rhode, Lynne C. (City of Jacksonville)

To: khyde@foley.com; "Lutrin, Jessica"
Subject: RE: Edits
Date: Thursday, September 26, 2019 3:11:18 PM

Hi Kevin and Jessica,

Just circling back on this. When do you anticipate having a revised PUP booklet for Melissa’s
review? Also, could we please schedule a call to discuss processes, including the appropriate
process for reallocation of any PUPs not purchased in the first round? | am relatively available
tomorrow after 11am as well as Monday afternoon and much of Tuesday next week.

Thank you,

Lynne

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: Rhode, Lynne C. (City of Jacksonville)
Sent: Monday, September 16, 2019 5:26 PM
To: khyde@foley.com

Subject: FW: Edits

FYl — Per our conversation today, | asked Jessica to get you a redline for your review. Thanks Kevin!

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com

From: Rhode, Lynne C. (City of Jacksonville)

Sent: Monday, September 16, 2019 4:01 PM

To: 'Lutrin, Jessica' <jessica.lutrin@pillsburylaw.com>
Subject: Edits
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Hi Jessica,

| hope you had a nice weekend! Please see attached comments/edits to the booklet. Could you
please review, edit and respond as needed and send a redline to Kevin for his input as well then
circle back up with me?

Thank you,

Lynne

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com
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JEA LONG-TERM PERFORMANCE UNIT PLAN
RECITALS:

WHEREAS, all Employees of JEA, a body politic and corporate under the laws of the
State of Florida and an independent agency of the Consolidated City of Jacksonville (“JEA”),
perform valuable services for the customers and citizens they serve;

WHEREAS, JEA provides a work environment which emphasizes safety and a positive
culture;

WHEREAS, JEA operates in a rapidly evolving business climate to provide energy,
water and wastewater utility services;

WHEREAS, JEA desires to recognize the past and continued service of its Employees;

WHEREAS, JEA desires to have long-term incentives, in accordance with its total
compensation philosophy approved by the Board in January 2019 and the compensation
framework approved by the Board in June 2019, that motivates Employees to drive the customer,
community and environmental value of JEA;

WHEREAS, in recognition of the Employees obtaining performance standards that shall
be individually determined and evaluated based on the Employees’ proportionate contribution to
JEA, JEA desires to allow Employees to participate in a long-term performance unit plan on the
terms and conditions set forth herein; and

WHEREAS, except as otherwise recommended by JEA’s Chief Executive Officer and
approved by the Administrator, all Employees are eligible to participate in the plan.

SECTION 1
PURPOSE

() The purpose of this JEA Long-Term Performance Unit Plan (this “Plan”) is to
provide a means by which employees of JEA may be given incentives to (i) remain with JEA,
(i1) drive value for customers, (iii) drive value for the community of North East Florida, (iv)
drive environmental value, and (v) drive financial value for JEA and the City of Jacksonville.

(b) JEA hereby seeks to retain the services of Employees and to provide incentives
for such Employees to exert maximum efforts for the success of JEA and for the benefit of JEA’s
customers and the community it serves and the City of Jacksonville.

SECTION 2
CERTAIN DEFINITIONS

As used in this Plan, the following terms shall have the meanings given to them in this
Section 2. Certain other terms are defined elsewhere in this Plan.
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(a) “Administrator” means the Chair of the Compensation Committee of the Board
and, following a Recapitalization Event, the entity designated in the definitive agreement entered
into in connection with such Recapitalization Event to act as the representative of JEA’s interests
under such agreement (and, in the absence of such a designation, the Chair of the Board).

(b) “Agreement” means a Long-Term Performance Unit Agreement in the form
prescribed by the Administrator for the purchase of Performance Units under this Plan.

(©) “Applicable Law” means any constitution, law, statute, ordinance, rule,
regulation, regulatory requirement, code, order, judgment, injunction or decree enacted, issued,
promulgated, enforced or entered by a federal, state, provincial or local government or other
political subdivision thereof, any entity, authority or body exercising executive, legislative,
judicial, regulatory or administrative functions of any such government or political subdivision.

(d) “Board” means the Board of Directors of JEA.

(e) “Cause” means (x) in the case where a Participant has an employment agreement,
consulting agreement or similar agreement in effect with JEA at the time of purchase of the
Performance Units that defines a termination for “cause” (or words of like import), “cause™ as
defined in such agreement or (y) in the case where a Participant does not have an employment
agreement, consulting agreement or similar agreement in effect with JEA at the time of purchase
of the Performance Units or where there is such an agreement but it does not define “cause” (or
words of like import):

(i)  the Participant has been convicted of, pled guilty or no contest to or
entered into a plea agreement with respect to, (A) any felony under Applicable Law or
(B) any crime involving dishonesty or moral turpitude;

(ii1))  the Participant has engaged in (A) any willful misconduct or gross
negligence or (B) any act of dishonesty, violence or threat of violence, in each case with
respect to this clause (B), that would reasonably be expected to result in a material injury
to the JEA Group;

(iv)  the Participant willfully fails to perform the Participant’s duties to the JEA
Group and/or willfully fails to comply with lawful directives of the Board;

(v) the Participant materially breaches any term of any contract to which the
Participant and any member of the JEA Group is a party; or

(vi)  the Participant materially breaches any term of this Plan and/or his or her
Agreement;

provided that, with respect to clauses (iii), (iv) and (v) and if the event giving rise to the
claim of Cause is curable, JEA provides written notice to the Participant of the event within
thirty (30) days of JEA learning of the occurrence of such event, and such Cause event remains
uncured fifteen (15) days after JEA has provided such written notice; provided further that any
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termination of the Participant’s employment for “Cause” with respect to clause (iii), (iv) or (V)
occurs no later than thirty (30) days following the expiration of such cure period.

Notwithstanding the foregoing, to the extent that this definition of “Cause” is inconsistent
with a definition of “cause” (or words of like import) in any applicable and lawful collective
bargaining agreement or the applicable and lawful Civil Service and Personnel Rules and
Regulations of the City of Jacksonville (the “Civil Service Rules™), the definition of “cause” (or
words of like import) in such collective bargaining agreement or the Civil Service Rules, as
applicable, shall control.

€3] “Closing Date” means the date on which the Recapitalization Event occurs.

(2) “Code” means the Internal Revenue Code of 1986, as amended, and the rules,
regulations and guidance issued thereunder.

(h) “Deferral Election” means an election by an Employee under the Agreement to
defer pay to purchase Performance Units under this Plan; payable for services to be performed in
calendar years beginning after the date the Election Notice becomes irrevocable. An Employee
shall make a new Deferral Election with respect to each Performance Period to the extent that
such Employee is eligible to participate in this Plan for such Performance Year.

(1) “Disability” means (i) if JEA provides long-term disability insurance to its
employees generally and if JEA’s long-term disability plan defines the term “disability,” then the
same meaning as in JEA’s long-term disability plan or (ii) if JEA does not provide long-term
disability insurance to its employees generally, a condition that renders a Participant unable to
engage in substantial gainful activity by reason of any medically determinable physical or mental
impairment as determined by JEA’s absence management vendor; provided, however, that the
absence management vendor has no obligation to investigate whether Disability exists, unless
the Participant or representative thereof puts JEA on notice within ninety (90) days after the
Participant’s termination of employment.

)] “Election Notice” means the notice or notices established from time to time by
the Administrator for making Deferral Elections under this Plan. The Election Notice shall
include the amount of compensation to be deferred and the number of Performance Units to be
purchased (subject to any minimum or maximum amounts set forth herein). Each Election
Notice shall become irrevocable as of December 31st of the calendar year immediately
preceding the calendar year in which the Purchase Date occurs (or such earlier date as
determined by the Administrator).

(k) “Employee” means, except as otherwise recommended by JEA’s Chief Executive
Officer and approved by the Administrator, any (i) full-time employee of the JEA Group who
has been employed by any member of the JEA Group for at least three (3) months prior to the
Purchase Date eranyand (ii) full-time attorney from the Office of the General Counsel of the
City of Jacksonville who is dedicated exclusively to JEA for at least three (3) months prior to the
Purchase Date.

JEA0655



Q) “Involuntary Termination” means, with respect to a Participant, a termination of
the Participant’s employment by any member of the JEA Group without Cause or due to such
Participant’s death or Disability.

(m)  “JEA Group” means JEA and its affiliates, assigns, subsidiaries and successors.

(n) “Participant” means any Employee who makes a Deferral Election to purchase
Performance Units under this Plan.

(o) “Performance Period” means a three (3)-year period used to measure the Value
Change Percentage beginning on the applicable Purchase Date and ending on the earlier to occur
of the third anniversary of the Purchase Date erand the Closing Date.

(p) “Performance Unit” means a bookkeeping entry representing a potential right to
receive a payment under this Plan.

(q) “Purchase Date” means the date on which Performance Units are purchased by
Participants under this Plan, which shall be each January 15th of the calendar year following the
calendar year in which JEA’s annual financial statements audit is completed (or, if January 15th
falls on a weekend or a holiday, the next business day thereafter). The first Purchase Date under
the Plan shall be January 15, 2020.

(r) “Purchase Price” means the price to be paid by a Participant for each Performance
Unit under this Plan which shall be no less than $10.00 per Performance Unit.

(s) “Recapitalization Event” means the closing and funding of a transaction or a
series of related transactions in accordance with Article 21 of the Charter of the City of
Jacksonville and any other Applicable Law that results in either (i) unencumbered cash proceeds
to the City of Jacksonville of at least Three Billion Dollars ($3,000,000,000) or (ii) at least fifty
percent (50%) of the net depreciated property, plant and equipment value of either JEA’s electric
system or JEA’s water and wastewater system being transferred, assigned, sold or otherwise
disposed of.

(t) “Redemption Price” means a price per Performance Unit payable by JEA to each
Participant calculated in accordance with the redemption price schedule substantially in the form
attached hereto as Schedule A (the “Redemption Price Schedule”); provided, however, that if the
Threshold Value Target (as defined on Schedule A attached hereto) set forth on the Redemption
Price Schedule is not attained during the applicable Performance Period, the Redemption Price
for such Performance Period may be reduced to $0. The Redemption Price shall include the
Purchase Price per Performance Unit.

(u) “Retirement Eligible Employee” means an Employee who has attained one of the
retirement milestones as described in the General Employees Retirement Plan.

(v) “Vesting Date” means the earhierto-oeceurof{(i)-thefirst-anntversary—ofthe-last
day of the Performance Period-and-(i)-the-date-on-which-aReeapitalization Event-oceuss.
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SECTION 3
ADMINISTRATION; CERTIFICATION

(a) Appointment; Delegation. This Plan shall be interpreted and administered by the
Administrator, whose actions shall be final and binding on all persons, including the
Participants. The Administrator may delegate all or any of its responsibilities hereunder to the
Board, a committee of the Board or any member of JEA’s senior executive management.

(b) Powers. The Administrator, in its sole but reasonable discretion, shall have the
power, subject to, and within the limitations of, the express provisions of this Plan:

(1) to determine whether any individual has status as a Participant, the
number of Performance Units that may be purchased by a Participant, and whether a
Participant is entitled to payment hereunder;

(ii)  to determine for a Participant any additional terms and conditions of
participation in this Plan not inconsistent with the terms of this Plan, which such
additional terms and conditions shall be set forth in the Agreement;

(ii1))  to certify whether or not the performance metrics set forth on the
Redemption Price Schedule for the applicable Performance Period have been attained,
including whether or not the Value Target for the applicable Performance Period has
been attained;

(iv)  to establish procedures to allow Employees to make deferral elections
(provided that such procedures shall be designed to comply with requirements of
Applicable Law);

(v) to take all other action as may be required hereunder; and
(vi)  to interpret this Plan.

Notwithstanding the foregoing, JEA’s Chief Financial Officer shall determine the amount
of the Redemption Price.

(©) Certification. As soon as practicable following the completion of JEA’s financial
statements audit for the applicable Performance Period and in no event later than thirty (30) days
following the end of such Performance Period, the Administrator shall certify in writing the
Value Change Percentage as set forth on the applicable Redemption Price Schedule for such
Performance Period. Notwithstanding the foregoing, if a Recapitalization Event occurs, the
Administrator shall certify in writing the Value Change Percentage as set forth on the applicable
Redemption Price Schedule for such Performance Period no later than thirty (30) days following
such Recapitalization Event.

SECTION 4
EFFECTIVE DATE; NUMBER OF PERFORMANCE UNITS
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(a) Effective Date. This Plan is effective as of July 23, 2019 (the “Effective Date™).

(b) Performance Unit Limit. The aggregate number of Performance Units which may
be purchased by Participants under this Plan is one hundred thousand (100,000) Performance
Units.

SECTION 5
VESTING; REDEMPTION PRICE

(a) Agreement. Each Performance Unit purchased under this Plan by a Participant
shall represent a contractual right to receive, on the terms and subject to the conditions of this
Plan and the applicable Agreement evidencing such purchase, payments under this Plan on the
terms and subject to the conditions of this Plan and the applicable Agreement.

(b) Number of Units. The number of Performance Units purchased by each
Participant shall be set forth in such Participant’s Agreement.

(©) Time of Purchase. On or before the Recapitalization Event, upon the conclusion
of JEA’s annual financial statements audit, Employees may purchase Performance Units on an
annual basis. Following the Recapitalization Event, no Performance Units may be purchased.

(d) Vesting Schedule. The Performance Units purchased by any Participant shall
vest on the Vesting Date if a Participant’s employment with any member of the JEA Group had
not previously terminated. Notwithstanding the foregoing, in the event of a Participant’s
Involuntary Termination prior to the applicable Vesting Date, such Participant shall be eligible
to receive all of his or her Performance Units and such Performance Units shall vest on the
Vesting Date. Any amount payable to a Participant pursuant to the foregoing sentence shall be
paid to such Participant at the same time as the Redemption Price for the Performance Units (to
the extent unpaid) would have been paid had there been no termination of employment.

(e) Forfeiture. Unvested Performance Units held by a Participant whose employment
with any member of the JEA Group is terminated prior to the applicable Vesting Date shall be
forfeited for no consideration (but only after giving effect to any vesting pursuant to Section
5(d)). Performance Units forfeited pursuant to the preceding sentence may be available for
purchase by other Participants in accordance with the terms of this Plan. If a Participant forfeits
all or any of his or her Performance Units, he or she shall be refunded the Purchase Price paid by
such Participant for such Performance Units; provided, however, that any forfeiture due to a
termination of employment for Cause or a resignation of employment for any reason shall result
in a forfeiture of unvested Performance Units and the Purchase Price paid for such unvested
Performance Units.

® Retirement Eligible Employees. Notwithstanding Section 5(d), if a Participant
becomes a Retirement Eligible Employee prior to the applicable Vesting Date and such
Participant retires from employment with any member of the JEA Group prior to the Applicable
Vesting Date, such Participant’s Performance Units shall vest on the applicable Vesting Date.
Any amount payable to a Participant pursuant to the foregoing sentence shall be paid to such
Participant at the same time as the Redemption Price for the Performance Units (to the extent

6
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unpaid) would have been paid had the Participant not retired from employment. The
Administrator shall determine in its sole and absolute discretion whether a Participant’s
termination shall qualify as a retirement for purposes of this Section 5(f).

(2) Civil Service Reversion. If at any time during the period commencing on the date
on which an Employee is notified by JEA of his or her eligibility to participate in the Plan and
ending on the last day of the Performance Period, such Employee’s designation changes from
appointed to civil service (whether or not such change is voluntary), the level at which such
Employee participates in the Plan shall be adjusted to reflect such change. If such change occurs
(1) at any time prior to the Purchase Date, the number of Performance Units that such Employee
shall be eligible to purchase shall be reduced to a number of Performance Units that is equal to
the number of Performance Units such Employee would have been eligible to purchase had such
Employee been civil service on the date on which such Employee was notified of his or her
eligibility to participate in the Plan or (ii) at any time on or after the Purchase Date, but prior to
the last day of the Performance Period, the Employee shall forfeit a number of Performance
Units such that the Employee shall have purchased a number of Performance Units that is equal
to the maximum number of Performance Units such Employee would have been eligible to
purchase had such Employee been civil service on the Purchase Date (it being understood that
such number of forfeited Performance Units may be zero) and JEA shall refund to the Employee
the aggregate Purchase Price in respect of such forfeited Performance Units. Performance Units
forfeited pursuant to the preceding sentence may be available for purchase by other Participants
in accordance with the terms of this Plan.

(h) Redemption Price. On the applicable payment date, each Participant shall receive
an amount equal to the number of his or her vested Performance Units multiplied by the
Redemption Price per Performance Unit.

SECTION 6
PURCHASE OF PERFORMANCE UNITS; PAYMENT AND DISTRIBUTIONS

(a) Purchase of Performance Units. To reeeive—a—Purehase—Prieepurchase
Performance Units under this Plan, a Participant must pay to JEA a Purchase Price for each
Performance Unit that he or she would like to purchase. To pay the Purchase Price for a
Performance Unit, an Employee must elect to defer a portion of his or her pay by completing an
Election Notice and filing it with the Administrator no later than December 31st of the calendar
year immediately preceding the calendar year to which the Deferral Election relates. The
Election Notice must specify the amount of pay that the Employee would like to defer (such pay
must be payable for services rendered in a calendar year beginning after the date the Election
Notice becomes irrevocable) and the number of Performance Units that such Employee would
like to purchase. The Administrator shall notify each Employee of the maximum number of
Performance Units that the Employee is eligible to purchase (it being understood that an
Employee may not defer an amount of pay in excess of the aggregate Purchase Price for the
maximum number of Performance Units that may be purchased by such Employee).

(b) Payments. On the terms and subject to the conditions set forth in this Plan and
any Agreement, a Participant who holds vested Performance Units as of the applicable Vesting
Date shall be entitled to receive the Redemption Price for such Performance Units. Payments

7
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shall be made to the Participants no later than thirty (30) days following the date on which
performance is certified pursuant to Section 3(c).

SECTION 7
CONDITIONS TO RECEIPT OF PAYMENT

A Participant’s right to receive a payment in consideration for his or her Performance
Units is conditioned on his or her execution of an Agreement and all of the following: (a) the
Participant’s continuous employment with any member of the JEA Group through the Vesting
Date (except as set forth herein), (b) the Participant’s execution and non-revocation of a release
of claims in favor of the JEA Group (“Release™) in a form reasonably satisfactory to JEA, (c) the
Employee’s compliance with the covenants set forth in the Agreement, and (d) satisfaction of the
conditions set forth in Section 215.425(3), Florida Statutes. Within sixty (60) days prior to the
anticipated payment date, JEA shall deliver the Releases to the Participants and, to the extent
required by Applicable Law, the Participants shall have twenty-one (21) or forty-five (45) days
from the date of the Releases are delivered to the Participants to review the Releases and an
additional seven (7) days to revoke the Releases. Each Participant must have executed an
irrevocable Release prior to the applrcable payment date to receive any payment 1n respect of his
or her Performance Units e - e

SECTION 8
AMENDMENT AND TERMINATION OF PLAN

() General. This Plan (including the template Redemption Price Schedule attached
hereto and any Redemption Price Schedule created for specific Performance Periods) may be
amended or terminated at any time or from time to time by the Board; provided, however, that
no such amendment or termination shall impair the then-existing rights of a Participant with
regard to this Plan without such Participant’s written consent.

(b) Final Distribution. This Plan shall automatically terminate upon the payment or
distribution of all amounts owed to all Participants under this Plan following a Recapitalization
Event.

SECTION 9
MISCELLANEOUS

() Rounding. All payments provided under this Plan shall be rounded down to the
nearest whole cent.

(b) Tax Withholding. The JEA Group shall be entitled to make deductions from the
payments hereunder in respect of any applicable income and employment tax, up to the
maximum amount permitted by Applicable Law, subject to the JEA Group’s normal withholding
procedures.

(c) Unfunded Plan. This Plan is intended to constitute an “unfunded” program, and
no amounts shall be set aside to fund any payments hereunder prior to the end of the

8
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Performance Period. JEA’s obligations under this Plan are unfunded and unsecured, and the
Participants have no rights other than those of general unsecured creditors of the JEA Group
with respect to any payment hereunder.

(d) Sections 409A and 457(f). This Plan and any AgreementAgreements are intended
to provide payments that are exempt from Sections 409A and 457(f) of the Code (“Code
Sections 409A and 457(f)”), or alternatively that comply with Code Sections 409A and 457(f),
and the terms of this Plan and any Agreements shall be construed and administered in a manner
that is exempt from or in compliance with Code Sections 409A and 457(f), as appropriate. Each
payment hereunder is intended to be treated as one of a series of separate payments for purposes
of Code Sections 409A and 457(f). Notwithstanding anything herein to the contrary, no
amendment may be made to this Plan or any Agreement if it would cause this Plan, any

Agreement or any payment hereunder or thereunder not to be in compliance with Code Sections
409A and 457(%).

(e) Successors and Assigns.

(1) This Plan and any Agreements shall be binding on and shall inure to the
benefit of JEA and its successors (including any organization(s) that succeeds to a
substantial portion of the assets and business of JEA) and assigns, and the term “JEA”
whenever used in this Plan and any Agreements shall mean and include any such
successors or assigns. This Plan and any Agreements shall be assigned to and assumed
by any successor of JEA (including any organization(s) that succeeds to a substantial
portion of the assets and business of JEA) and this Plan and any applicable Agreements
may be assigned in part to and assumed by any successor of a substantial portion of the
assets and business of JEA as determined by the Administrator in its sole discretion,
which such determination shall be final and binding on JEA, the Participants (and their
respective beneficiaries) and any such successor. Upon such assignment and assumption,
the rights and obligations of JEA under this Plan and any applicable Agreements shall
become the rights and obligations of such successor. Further, JEA shall require any
successor to assume expressly and agree to perform this Plan and any applicable
Agreements in the same manner and to the same extent that JEA would be required to
perform this Plan and any such Agreements if no such succession had taken place. This
Plan and any Agreements shall be administered in a manner which best reflects the spirit
and purpose of this Section 9(e)(i), and the Board may amend or clarify this Plan and/or
any Agreements to reflect the spirit and purpose of this Section 9(e)(i) in accordance with
the amendment procedures set forth in Section 8§(a).

(i)  Neither this Plan nor any Agreements nor any right or interest hereunder
or thereunder shall be assignable or transferable by any Participants or their beneficiaries
or legal representatives, except by will or by the laws of descent and distribution.
Notwithstanding the foregoing, in the event of the death of a Participant, payments that
otherwise would have been made to the Participant shall instead be made to the
Participant’s estate.

() Governing Law. All questions concerning the construction, validity and
interpretation of this Plan and any Agreement shall be governed by the laws of the State of
9
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Florida, applicable to contracts to be executed and performed entirely therein, regardless of the
laws of any other jurisdiction that might otherwise govern due to applicable conflicts of laws
principles.

(2) Arbitration. Except for suits seeking injunctive relief or specific performance or
as otherwise prohibited by law, the parties hereby agree that any dispute, controversy or claim
arising out of, connected with and/or otherwise relating to this Plan and/or any Agreement and
the arbitrability of any controversy or claim relating hereto shall be finally settled by binding
arbitration. The parties hereby knowingly and voluntarily waive any rights that they may have
to a jury trial for any such disputes, controversies or claim. The parties agree to resolve any
dispute arising out of this Plan and/or any Agreement before the American Arbitration
Association (the “AAA”™) in accordance with the AAA’s then existing National Rules of
Resolution of Employment Disputes. The arbitration shall be administered by the AAA and the
hearing shall be conducted in Duval County of the State of Florida before a neutral arbitrator,
who must have been admitted to the practice of law for at least the last ten (10) years (the
“Arbitrator”). Each party further agrees to pay its or his own arbitration costs, attorneys’ fees,
and expenses, unless otherwise required by the AAA’s then-existing arbitration rules. The
Arbitrator shall issue an opinion within thirty (30) days of the final arbitration hearing and shall
be authorized to award reasonable attorneys’ fees to the prevailing party, which decision of the
Arbitrator shall be final, conclusive, unappealable and binding on the parties. Subject to
Applicable Law, the arbitration proceeding and any and all related awards, relief or findings
shall be confidential, except that any arbitration award may be filed in a court of competent
jurisdiction by either party for the purpose of enforcing the award.

(h) Survival. The provisions of this Plan and any Agreement that are intended to
survive this Plan and any Agreement and to survive the Participant’s termination of employment
shall survive in accordance with their terms.

(1) Severability. If any provision of this Plan or any Agreement becomes or is
deemed invalid, illegal or unenforceable in any applicable jurisdiction by reason of the scope,
extent or duration of its coverage, then such provision shall be deemed amended to the minimum
extent necessary to conform to Applicable Law so as to be valid and enforceable or, if such
provision cannot be so amended without materially altering the intention of the parties, then such
provision shall be stricken and the remainder of this Plan or any Agreement (as applicable) shall
continue in full force and effect.

) Collective Bargaining; Civil Service Rules. If or as required, JEA shall
collectively bargain this Plan and/or any Agreement with unions representing covered bargaining
unit employees of JEA. This Plan and any Agreement shall not be interpreted to be inconsistent
with the Civil Service Rules, as applicable.

(k) Penalties. In the event that any payments under this Plan and/or any Agreement
to any Participant are subject to any excise tax, interest or penalties under the Code (the
“Penalties™), the JEA Group shall pay to such Participant an amount equal to the full amount of
the Penalties. Such payment is intended to place the Participant in the same economic position
such Participant would have been in if the Penalties did not apply and shall be calculated in
accordance with such intent. Notwithstanding anything to the contrary contained herein, the
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JEA Group shall not make any Participant economically whole for Penalties caused by, relating
to or arising from such Participant’s breach of this Plan or any Award Agreement or such
Participant’s failure to comply with his or her obligations under Applicable Law.

)] Compliance with Applicable Law. No provision of this Plan and/or any
Agreement shall be deemed to violate Applicable Law and this Plan and any Agreement shall be
interpreted in accordance with this intent.

(m)  Determinations. All determinations regarding the Performance Units, including
the amount of the Redemption Price, shall be made by JEA in its sole and absolute discretion in
accordance with the terms of this Plan and any Agreement, and shall be final, conclusive and
binding on all parties.

(n) Section Headings. The headings in this Plan are inserted for convenience only
and shall not be deemed to constitute a part hereof nor to affect the meaning hereof.

(0) Savings Account. The aggregate Purchase Price paid by the Participants in
respect of the Performance Units shall be deposited by JEA into a FDIC-insured savings
account. JEA shall be entitled to any interest on the amount deposited into the savings account.

[Remainder of Page Intentionally Left Blank]
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SCHEDULE A
[YEAR] REDEMPTION PRICE SCHEDULE

The Redemption Price shall increase by $100.00 per Performance Unit for each Value
Change Percentage increase of 1.00% in excess of the Challenge Value Target and shall decrease
by $0.50 per Performance Unit for each Value Change Percentage decrease of 1.00% below the
Threshold Value Target, but in no event shall the Redemption Price per Performance Unit be
less than $0.00.

For purposes of this Schedule A, the following defined terms shall mean:

(a) “Base Year Value” means ${AMOUNT].!

(b) “Challenge Value Target” means [PERCENT].?

(c) “Current Year Value” means, with respect to each Performance Period, the sum
of (i) JEA’s Net Position, as shown on JEA’s audited financial statements for such Performance
Period (or, in the case of a Recapitalization Event, JEA’s Net Position as shown on JEA’s
audited financial statements immediately following the Closing Date), (ii) the aggregate
consideration paid directly or otherwise transferred to the City of Jacksonville whether in cash or
in-kind (excluding any public service taxes or franchise fees) during the twelve (12)-month
period prior to the end of the Performance Period, and (iii) the aggregate consideration
(including refunds, rebates and distributions) paid, distributed, credited or otherwise provided to
the customers of the JEA Group during the twelve (12)-month period prior to the end of the
Performance Period. For the avoidance of doubt, for purposes of calculating the amounts in
clauses (i), (ii) and (iii), any consideration and change in Net Position, as applicable, in
connection with the Recapitalization Event shall be taken into account.

(d) “Value Change Percentage™ means a percentage equal to the Current Year Value
divided by the Base Year Value.

(e) “Threshold Value Target” means [PERCENT].?

Any amounts paid, distributed, credited or otherwise provided in a form other than cash
shall be valued at the value ascribed to them in the documents governing, or if none, then at their
fair market value as determined by the Administrator in its sole discretion.

' For the first performance period, this amount will be equal to the Current Year Value for fiscal year 2019 as
reflected on the audited financial statements when available.

2 For the first performance period, insert 110%.

3 For the first performance period, insert 100%.
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From: Rhode, Lynne C. (City of Jacksonville)

To: "Lutrin, Jessica"; KHyde@foley.com
Subject: PUP and PUA
Date: Thursday, October 3, 2019 10:21:46 AM

Attachments: JEA - Form of Long-Term Performance Unit Agreement AS REVISED (FINAL).docx
JEA - Long-Term Performance Unit Plan AS REVISED (FINAL).docx

Kevin and Jessica,

Attached are the FINAL versions of the Plan and the Plan Agreement. For purposes of pending
memos etc., | wanted to make sure we all have the same final (as revised and housed in our internal
JEA folder) documents.

Best,

Lynne

Lynne C. Rhode

Vice President and Chief Legal Officer

21 West Church Street Jacksonville, FL 32202
Office: (904) 665-4115

Email: rhodlc@jea.com
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From: Bradley, Danielle

To: Dykes, Melissa H. - President/COO

Cc: Lutrin, Jessica; Hunt, Peter J.; Krawitz, Justin

Subject: PUP Invitation Booklet - Confidential; Attorney-Client and Work Product Privilege
Date: Friday, October 18, 2019 1:18:57 PM

Attachments: image08e85e.PNG

imageea491f.PNG
JEA - Long-Term Performance Unit Plan - Invitation Booklet 4816-7518-1216 v.11.docx
Redline - JEA - Long-Term Performance Unit Plan - Invitation Booklet.pdf

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Privileged & Confidential
Attorney-Client Communication and Work Product

Hi Melissa,

It was great speaking with you. As discussed, please see attached for a clean version of the long-
term performance unit plan invitation booklet. Also attached for your reference is a redline against
the version most recently circulated to JEA.

Please let me know if you have any questions.
Kind regards,
Danielle

Danielle Bradley | Associate

Pillsbury Winthrop Shaw Pittman LLP

31 West 52nd Street | New York, NY 10019-6131
£+1.212.858.1128
danielle.bradley@pillsburylaw.com | website bio

[pillsburylaw.com]

The contents of this message, together with any attachments, are intended only for the use of
the individual or entity to which they are addressed and may contain information that is legally
privileged, confidential and exempt from disclosure. If you are not the intended recipient, you
are hereby notified that any dissemination, distribution, or copying of this message, or any
attachment, is strictly prohibited. If you have received this message in error, please notify the
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original sender or the Pillsbury Winthrop Shaw Pittman Help Desk at Tel: 800-477-0770,
Option 1, immediately by telephone or by return E-mail and delete this message, along with
any attachments, from your computer. Thank you.
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From: Stewart, Kerri - VP & Chief Customer Officer

To: "Melissa Stone"; Michael Munz
Subject: Performance Units
Date: Sunday, October 27, 2019 6:14:27 PM

Attachments: VI. A. 1. Comp Presentation DRAFT 7.19dmgvFINAL.pptx

This is the presentation that was given to the board about the Performance Unit Program. While it
was approved, the 3 of us need to discuss before November board meeting. k
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From: Scheetz, Michael

To: Maillis, Patricia L. - Director, Employee Services
Subject: JEA - Performance Unit Plan - Enrollment Material
Date: Monday, November 4, 2019 2:10:43 PM
Importance: High

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

Following our conversation on Friday, | made a number of internal inquiries regarding the
preparation of enroliment materials for the new plan. Since the enrollment materials are all
generated based on how a plan is setup and established on our recordkeeping we will be unable to
have the necessary material in four weeks as it takes 60 to 90 days to establish new plans on the
system.

| tried but was not successful in pushing for an exception.
| am heading out for meetings the rest of the day. | will be around most of the day tomorrow.
Regards,

Michael M. Scheetz

Client Engagement Manager | Government Markets
Workplace Solutions

MassMutual

100 Bright Meadow Boulevard | Enfield, CT 06082
C:(813) 244-0059

MassMutual.com [massmutual.com] | retiresmart [retiresmart.com] | racebook [facebook.com] | twitter

[twitter.com] | Linkedin [linkedin.com]

This e-mail transmission may contain information that is proprietary, privileged and/or
confidential and is intended exclusively for the person(s) to whom it is addressed. Any use,
copying, retention or disclosure by any person other than the intended recipient or the intended
recipient's designees is strictly prohibited. If you are not the intended recipient or their
designee, please notify the sender immediately by return e-mail and delete all copies.

Registered Representative of MML Investors Services, LLC, Member SIPC and a
MassMutual subsidiary.
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From: Scheetz, Michael

To: Maillis, Patricia L. - Director, Employee Services
Subject: FW: A Proposal for JEA Non-Qualified Plan
Date: Friday, November 8, 2019 10:36:07 AM
Attachments: image005.png
image003.png
image006.png
image008.png
image009.png
MassMutual Pricing Proposal for JEA Non-Qualified Plan.pdf

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

| am forwarding to your attention the proposal for the annual recordkeeping for the Non-Qualified
Performance Unit Plan. Since we do not know the number of participants that will participate in the
plan, we had to make some assumptions. We extracted from the database a list of employees with
compensation over $150,000 with the assumption this group of employees are the most likely to
contribute. Based on that extraction we arrived at 37 participants for pricing purposes.

Let me know if you have any follow up questions.
Regards,

Michael M. Scheetz

Client Engagement Manager | Government Markets
Workplace Solutions

MassMutual

100 Bright Meadow Boulevard | Enfield, CT 06082
C:(813) 244-0059

MassMutual.com [massmutual.com] | Retiresmart [retiresmart.com] | Facebook [facebook.com] | Twitter
[twitter.com] | tinkedin [linkedin.com]

From: Girard, Chad <CGirard@MassMutual.com>
Sent: Friday, November 08, 2019 10:19 AM

To: Scheetz, Michael <mscheetz@massmutual.com>
Subject: FW: A Proposal for JEA Non-Qualified Plan

Please let me know if you need anything else.

Chad Girard

Sales Consultant
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Workplace Solutions & Strategic Distribution

MassMutual

C: (413) 386-5658

100 Bright Meadows Blvd
Enfield, CT 06082

MassMutual.com [Mmassmutual.com] | Retiresmart [retiresmart.com] | Facebook [facebook.com] | Twitter
[twitter.com] | tinkedin [linkedin.com]

We are pleased to present the following
proposal for JEA Non-Qualified Plan.

$5,500 Annual Applicable Fee using S This proposal is based on the following
shares information provided to MassMutual:

For Profit/Top Hat Plan
S0 Assets

$370,000 Cash Flow
37 Participants

Thank you for considering MassMutual as your retirement plan solutions
provider.

We can help drive better outcomes for your client’s retirement plan and
help their employees retire on their own terms.

We look forward to working with you on this opportunity. For more
information or assistance, please contact:

John Dolan, Managing Director, at 413-426-6232

Chad Girard, Sales Consultant, at 860-562-1197
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www.massmutual.com [massmutual.com]

This e-mail transmission may contain information that is proprietary, privileged and/or
confidential and is intended exclusively for the person(s) to whom it is addressed. Any use,
copying, retention or disclosure by any person other than the intended recipient or the intended
recipient's designees is strictly prohibited. If you are not the intended recipient or their
designee, please notify the sender immediately by return e-mail and delete all copies.

Registered Representative of MML Investors Services, LLC, Member SIPC and a
MassMutual subsidiary.
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From: Banks Willis

To: "Melissa Stone"; Stewart, Kerri - VP & Chief Customer Officer
Cc: Michael Munz; Maddie Milne
Subject: Kerri and Melissa: PUP messages
Date: Thursday, November 14, 2019 2:35:05 PM
Attachments: image001.png
image002.png

JEA PUP Postpone key messages DRAFT 11.14.19.docx

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Kerri and Melissa —

| translated Aaron’s initial PUP letter to OGC into the attached one-page backgrounder and key
messages. Michael asked that | send, please see attached.

Thanks!
Banks

BANKS WILLIS // Vice President Corporate Reputation
w 904.398.5222 ¢ 202.577.5847

daltonagency.com

140 West Monroe // Jacksonville, FL 32202

CONFIDENTIALITY NOTICE: This communication may include confidential information and is intended only for the use of the addressee(s). If you are not the
intended recipient, please notify the sender immediately and do not disclose, store or copy the e-mail or any related attachments
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From: Kendrick, Jonathan A. - VP & Chief Human Resources Officer
To: Maillis, Patricia L. - Director, Employee Services
Subject: RE: A Proposal for JEA Non-Qualified Plan
Date: Monday, November 18, 2019 9:42:04 AM
Attachments: image002.png
image004.png
image005.png
image006.png
image007.png

We should have a longer lead time when it’s decided to proceed. And you’re right — no longer
needed right now. Thanks.

From: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>

Sent: Monday, November 18, 2019 8:21 AM

To: Kendrick, Jonathan A. - VP & Chief Human Resources Officer <kendja@jea.com>
Subject: FW: A Proposal for JEA Non-Qualified Plan

Jon,

If there is an intent to roll this plan out in the future, e.g., 2021, we would prefer 6 mos get contract
signed and set-up automated enrollment and administration.

NOTE: assuming we no longer need this at this time.

Pat

From: Scheetz, Michael <mscheetz@massmutual.com>

Sent: Friday, November 8, 2019 10:36 AM

To: Maillis, Patricia L. - Director, Employee Services <mailpl@jea.com>
Subject: FW: A Proposal for JEA Non-Qualified Plan

[External Email - Exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email. ]

Pat:

| am forwarding to your attention the proposal for the annual recordkeeping for the Non-Qualified
Performance Unit Plan. Since we do not know the number of participants that will participate in the
plan, we had to make some assumptions. We extracted from the database a list of employees with
compensation over $150,000 with the assumption this group of employees are the most likely to
contribute. Based on that extraction we arrived at 37 participants for pricing purposes.

Let me know if you have any follow up questions.
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Regards,

Michael M. Scheeiz

Client Engagement Manager | Government Markets
Workplace Solutions

MassMutual
100 Bright Meadow Boulevard | Enfield, CT 06082
C:(813) 244-0059

MassMutual.com [massmutual.com] | Retiresmart [retiresmart.com] | Facebook [facebook.com] | Twitter
[twitter.com] | tinkedin [linkedin.com]

From: Girard, Chad <CGirard@MassMutual.com>
Sent: Friday, November 08, 2019 10:19 AM

To: Scheetz, Michael <mscheetz@massmutual.com>
Subject: FW: A Proposal for JEA Non-Qualified Plan

Please let me know if you need anything else.

Chad Girard

Sales Consultant
Workplace Solutions & Strategic Distribution

MassMutual

C: (413) 386-5658

100 Bright Meadows Blvd
Enfield, CT 06082

MassMutual.com [massmutual.com] | Retiresmart [retiresmart.com] | Facebook [facebook.com] | Twitter
[twitter.com] | tinkedin [linkedin.com]

We are pleased to present the following
proposal for JEA Non-Qualified Plan.

$5,500 Annual Applicable Fee using S This proposal is based on the following
shares information provided to MassMutual:
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For Profit/Top Hat Plan
S0 Assets

$370,000 Cash Flow
37 Participants

Thank you for considering MassMutual as your retirement plan solutions
provider.

We can help drive better outcomes for your client’s retirement plan and
help their employees retire on their own terms.

We look forward to working with you on this opportunity. For more
information or assistance, please contact:

John Dolan, Managing Director, at 413-426-6232

Chad Girard, Sales Consultant, at 860-562-1197

www.massmutual.com [massmutual.com]

This e-mail transmission may contain information that is proprietary, privileged and/or
confidential and is intended exclusively for the person(s) to whom it is addressed. Any use,
copying, retention or disclosure by any person other than the intended recipient or the intended
recipient's designees is strictly prohibited. If you are not the intended recipient or their
designee, please notify the sender immediately by return e-mail and delete all copies.

Registered Representative of MML Investors Services, LLC, Member SIPC and a
MassMutual subsidiary.
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From: Eads, Shawn W. - VP & Chief Information Officer

To: Zahn, Aaron F. - Managing Director/CEQ
Subject: Random Thought

Date: Friday, November 22, 2019 5:47:05 AM
Aaron,

Thinking this morning over coffee and I wonder if the concept of long term incentive is just missing one piece and
that is a cap. At GEA we had long term incentive that could pay out more than a target but it couldn’t be unlimited.
Is there a way to institute a ceiling? Was thinking if we could come up with a solution maybe in Dec the board
could modify the system but not eliminate it. Maybe that shows the board believes in the concept and changed a
“hole” in the first version.

We still may want to delay implementation until 2021 but it shows a progressive, pro employee stance.

I’m a rookie at the politics but I’'m always thinking of ways to figure it out.

Shawn

Sent from my iPhone
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N \WELCOME

A. | Call to Order
B. | Time of Reflection
C. | Pledge to Flag
D. | Introductions
E. | Adoption of the Agenda — Action
Safety Briefing — Aaron Zahn, Managing Director/CEO
G. | Sunshine Law/Public Records Statement — Lynne Rhode, Chief Legal Officer

A. | Comments from the Public Public

B. | Council Liaison’s Comments Council Member Danny Becton

[N OPERATIONS (DISCUSSION / ACTION)

Definition: The “Operations” section of the Board Meeting is for business matters requiring Board discussion, Board action,
or for matters being submitted to the Board as information only.

A. | Consent Agenda — The Consent Agenda consists of agenda items that require Board approval but are routine in nature
or have been discussed in previous public meetings of the Board. The Consent Agenda items require no explanation,
discussion or presentation and are approved by one motion and vote.

Consent Agenda Reference Material (Provided in Appendices)

Appendix A: | Board Meeting Minutes June 25, 2019 Action

Appendix B: | Approval of Bond Counsel Action

B. | Monthly Reports and Updates — The following monthly reports and updates are submitted to the Board as
information only. These items require no explanation, discussion, presentation or action.

Monthly Reports and Updates (Provided in Appendices)

Appendix B: | Monthly Financial Statements Information

. .| Monthly FY18 Communications & Engagement .
Appendix C: Calendar and Plan Update Information
Appendix D: Sole Source & Emergency Information

P " | Procurement/Procurement Appeals Board Report

Appendix E: | Corporate Campus Update Information

. . . Melissa Dykes, .
C. | Monthly Financial and Operations Dashboard President/COO Information

D. | Strategic Planning Senior Leadership Team Action

A. PSIZinarlo 2A: Traditional Utility Response Implementation Senior Leadership Team

JEA0679



SEA.

e

Total Market
Compensation
Strategy

Performance Unit Plan
July 2019
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Work together to elevate the entire team

Core competencies accelerate results
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External Influences

onomic | Labor Market | Cultural Norms | Regulatory

Business Strategy Organizational Culture

Human Resources Strategy

Total Rewards Strategy

Compensation
Benefits
Work-Life Effectiveness
Performance Management
Talent Development
Recognition

Attract P Motivate

Organization Employee

results & engagement
performance & experience

Retain Engage

NS

ELEVATE THE ENTIRE TEAM

1. Ensure JEA’s corporate compensation philosophy is
aligned with JEA’s Guiding Principles

2. Encourage long-term culture of value creation

3. Establish formal compensation policy to align behavior
to 4 Corporate Measures of Value and market based
compensation

4. Ensure policy promotes collaboration to drive Vision and
Mission

Employee incentives should drive “value” & “teamwork”
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JEA Board Policy Manual

(Revision to Policy 2.7 adopted by JEA Board on January 22, 2019)

“With respect to employment, compensation, and benefits to employees,
consultants; and contract workers, the CEO shall-promote a compensation
philosophy that encompasses salary/wages, retirement benefits, incentives and
health and welfare benefits that aligh with and drive JEA’'s Corporate Measures
of value: 1) Customer; 2) Financial; 3) Environmental; and 4) Community

Impact.
JEA's total compensation Total compensation will meet the market (50% percentile), which is where the
structure should both majority of companies in the industry and geographical area reside. Total

compete with the market for
talent & drive results aligned
with “guiding principles”

compensation will include Base Salary, Short Term Incentives and Long Term
Incentives. The 50th percentile pays competitively for behavior that meets

expectations. Short term and long term incentives will align to and drive JEA's
Corporate Measures of Value. Internal equity will be achieved by evaluating
AN\ differences in skill, effort, responsibility and working conditions among jobs.”

JEA'S COMPENSATION
PHILOSOPHY
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)

Establish a Formal Compensation Policy to Aligh with:
1) Talent Market and 2) Guiding Principles

Market 50 percentile

Customer Value

50% Total
Market
Compensation

Short term Community Impact Value

incentive Environmental Value

Financial Value

AN

s
DRIVING SHORT AND Profitability

LONG-TERM BEHAVIOR

Market for
Talent

Alignment
with
Guiding
Principles
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PERFORMANCE UNIT PROGRAM

e Compensation committee proposes adoption of a performance
unit plan (“PUP”) which would be a new benefit program
provided to employees

e |tis designed to allow employees to participate in the upside
and downside as the business changes

* Employees will be eligible to purchase JEA performance units
for $10 per unit

¢ Units will increase or decrease in value based on the financial
performance of JEA over a 3-year performance period

* Employees will be required to remain employed through the end
of the performance period to benefit from any increase in value

* For the first performance period (FY2020 to FY2022) it is
recommended that 30,000 performance units be made
available for purchase
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EXAMPLE REDEMPTION VALUE OF THE PUPS

Employee pool would
gain a positive return
on investment based
on increased value

Employee pool
would not lose nor
gain any money

Employee
investment would
decrease based on
decreased value

= Employee PUP pool equal to 10% of value created in excess of the challenge target value
= Employees must increase the value of JEA by at least $300 million by 2022 to receive the benefit

= Calculated value is sum of the net position, city contribution and any refunds to customers
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JEA COMPENSATION COMMITTEE MINUTES
January 15, 2019

The Compensation Committee of JEA met on Tuesday, January 15, 2019, in the 8" Floor Conference
Room, JEA Plaza Tower, 21 W. Church Street, Jacksonville, Florida.

Agenda Item I — Opening Considerations

A. Call to Order — Interim Committee Chair Johnson called the meeting to order at 9:00 AM with
Committee Member April Green in attendance, as well as Board Chair Alan Howard in
observance. Also present were Aaron Zahn, Melissa Dykes, Angie Hiers, Jody Brooks, Mike
Hightower, Gerri Boyce, Gina Kyle and David Bauerlein, Florida Times-Union.

B. Adoption of Agenda — The Agenda was adopted on motion by Ms. Green and second by
Board Chair Howard.

C. Approval of Minutes — The May 14, 2018 minutes were approved on motion by Ms. Green and
second by Board Chair Howard.

Agenda Item II — New Business

A. Introduction — Aaron Zahn, Managing Director/CEO introduced the subjects that would be
discussed during the meeting.

B. JEA Total Compensation Philosophy — Aaron Zahn, Managing Director/CEO reviewed the Total
Market Compensation Strategy, which demonstrates a commitment to results and the values of
JEA. Mr. Zahn spoke of the process of alignment of stakeholders to JEA’s corporate initiatives
and the path taken to gain consensus of all stakeholders to the Guiding Principles and Corporate
Measures. He spoke of the need to elevate the entire team and ensure that employee incentives
drive value and teamwork. Mr. Zahn then provided the definition of total compensation and short
term/long term incentives and provided a recommendation for a change in the JEA Board Policy
Manual to incorporate these changes. This item was presented for information to the committee.

C. 5-to-5 Innovation Program — Melissa Dykes, President/Chief Operating Officer and Angie Hiers,
VP & Chief Human Resources Officer presented the 5-to-5 Innovation Program, which is JEA’s
new ideas program. With this program, employees are encouraged to present ideas and are
rewarded for developing and submitting innovative ideas that benefit JEA and the community.
Employees who submit an idea that is implemented will be eligible for incentives ranging from
$500 to $5,000 depending on the scope, cost savings and/or revenue generation associated with
the idea and corresponding results. This item was presented for information to the committee.

D. Executive Contract — Aaron Zahn, Managing Director/CEO and Interim Committee Chair
Johnson discussed the executive contract and discussed extending the current contract until July
31, 2019, to allow time for the total compensation plan to be worked out prior to finalizing the
contract for the Managing Director/CEQO. Contract discussions were deferred.

E. Other New Business
F. Announcements

1. Schedule Next Meeting as Appropriate
G. Adjournment
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Compensation Committee January 15, 2019 Page - 2

APPROVED BY:

Camille Johnson, Interim Committee Chair
Date:

Submitted by:

Cheryl Mock
Executive Assistant
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COMMITMENT TO
RESULTS & VALUE
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Company Culture and Strategy Driven by Good Well Aligned "Total
Compensation Program”

DRIVING ORGANIZATIONAL CULTURE

I
EMPLOYEE ENGAGEMENT & BEHAVIOR

RETAINING AND ATTRACTING TALENT

I
ALIGNMENT OF COMPANY AND EMPLOYEE GOALS

l
STRATEGY TO DRIVE THE BUSINESS

I
TAKING CALCULATED RISKS & EXECUTE

l
ACHIEVE EXTRAORDINARY RESULTS

AANNNNNVMMNNNNNNNNNN +

) LEADING BY EXAMPLE ALIGNMENT OF COMPENSATION TO RESULTS
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ALIGNING TO RESULTS & VALUE

* Board wants all employee compensation to be aligned with: 1) Total Compensation Philosophy; and 2) driving
Results vs. Baseline

* Board to agree on TC Philosophy and Baseline before finalizing Total Compensation Program for all employees

August  ...... December January February March April

BOD : - Total
Strategic Guiding Baseline / Status Compensation
Framework inci

Approval Erinciples ’* o [FoEeEs: ’—> Program Approval

BOD Guiding otal Comp Baseline / Status J Total Compensation
Strategy Principles Philosop Quo Forecast Program Framework

f
¢ A4

L CEO Tied to i
CEO Transition N Final Contract
CEO 00'51?5:!3),;:0?:‘%8 g Crenom Approved by Board
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TOTAL COMPENSATION
PHILOSOPHY
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“Guiding Principles” More Than Talk

Initial
Transition
Discusssion
with BOD

Strategic Framework
Introduced to City
Council

ANNNNNNNNNNNNNNNNNNNNNNY

PROCESS OF
ALIGNMENT

Strategic
Framework
Introduced to
BOD for Review

July August
: i p—
1 I
! : R
o] R
JEA Management Ok
Feedback Review of
Strategic
Framework for SLT

LR |
30!

BOD Approval
of Strategic
Framework

Management

el Discussion of

Guiding
Principles

BOD Final
Comment on
Strategic
Framework

City Council,
Mayor and BOD
Alignment
Achieved

Result: Alignment of
Stakeholders to JEA
Corporate Initiatives
JEA’s corporate initiatives and
measures of progress aligned

around Strategic Framework
and Guiding Principles

_______________

Board Selects Leadership and
Finalizes Guiding Principles

Management
and SLT
Agreement on
Guiding
Principles

v
0
COMPLETE
2019 | \GNmENT oF
PV, sTrATEGIC

—_ FRAMEWORK,
3| GUIDING
P | PRINCIPLES
AND STRATEGIC
PLAN
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Administration Employee behavior tied to driving

Employee  Feedback Input ity Councl metrics that measure the 4 values
Feedback ity Counci . . . Afl
cechac Report on JEA outlined in the Guiding Principles:
CLty((:j(;unﬁll / Customer 1) Customer
eedbac Feedback . :
2) Financial
3) Environmental

Strategic 4) Community impact

Framework *
See Dashboard & supporting metrics
. Result
Guiding :
Principles (Metrics)

Result
(Metrics) ' I Supporting
metrics
\\__> SLT Goal Result
a8 (Metrlcs) I Supporting

Corporate
Goals

metrics

Director Result
Goals (Metrlcs) Supporting
metrics
> BEEIKEELS Resu.lt
(Metrics)

Employees alighed to Board and COJ
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we as employees drive these four basic

Corporate Measures

1) Customer Value

2) Financial Value

3) Environmental Value

4) Community Impact Value

Employee behavior key to maximizing value

JEA0697



Work together to elevate the entire team

Core competencies accelerate results

JEA0698
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ELEVATE THE ENTIRE TEAM

1. Ensure JEA’s corporate compensation philosophy is
aligned with JEA’s Guiding Principles

2. Encourage long-term culture of value creation

3. Establish formal compensation policy to align
behavior to 4 Corporate Measures of Value and
market based compensation

4. Ensure policy promotes collaboration to drive Vision
and Mission

Employee incentives should drive “value” & “teamwork”

11
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JEA’s current total
compensation structure aims

to compete with the market
for talent

A2NNNNNNVNVNMNMNNNRNNNNN

JEA'S COMPENSATION
PHILOSOPHY

JEA Board Policy Manual

(Policy 2.7 adopted by JEA Board on June 17, 2014)

“With respect to employment, compensation, and benefits to employees,
consultants, contract workers and volunteers, the CEO shall not cause or allow
jeopardy to financial integrity or to public image. Accordingly, the CEO will not:

Promote a compensation philosophy that is contradictory to JEA’s philosophy
of providing a total rewards package that encompasses salary/wages,
retirement benefits, incentives and health and welfare benefits.

Salary/wages will meet the market (50% percentile), which is where the
majority of companies in the geographical area reside. The 50th percentile
pays competitively for behavior that meets expectations. Additional
consideration will be given to behaviors that exceeds expectations which are
typically rewarded at the 75th percentile. Internal equity will be achieved by
evaluating differences in skill, effort, responsibility and working conditions
among jobs.”

12
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AN

) HOW DO WE DEFINE TOTAL COMPENSATION?

BASE + SHORT TERM + LONG TERM

INCENTIVE INCENTIVE
JEA $132.8 $5.2 $0.0
50% Percentile $124.9 $10.5 $5.5

Above numbers exclude healthcare and retirement

Dollars above are in millions

JEA’s total compensation structure does not reward value creation

13
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(Thousands of Mwh)

2007 to 2017 JEA lost Avg. of $130 MM / yr in FCF ($1.4B of cash) vs IRP Case

Industry Macro Trends Impacting JEA

23,000 - ——Projection based on Annual Growth Rate 1979-2006 o
. Energy Efficiency (2000’s tech trend)
21,500 - ——2006 Sales Projection (IRP-Based)
20,000 —— Annual Growth Rate 2006-2017 * Mandates account for >90% of reduction in electric
sales
18,500 - .
* 30% lower sales in 2017 than forecasted
17,000 - back in 2006
15,500 -
14,000 Distributed Generation (2010’s tech trend)
12,500 - _ e Solar growth increasing in JEA territory 67% CAGR
11,000 - yd since FY 14
9,500 - * >$2.5MM of Net Income lost to distributed
eneration annuall
8,000 - & y
6,500 - _— ; ),
1111 I I Distributed Storage & iDER (2020’s tech trend)
L A A A A N NN NN .
Rl NN s abanooe0s0853838983838 e Similar cost / performance trends to distributed
2222223223223 32332232RARARRAARRIRRIRKRRKRRRR

generation being withessed

e Storage will change the entire energy sector once

I cost parity with utility achieved

WHY FOCUS AND COMPENSATION
ALIGNMENT MATTERS
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JEA’s total compensation
structure should both

compete with the market for
talent & drive results aligned
with “guiding principles”

AANNNNNVNVVMMNNRRNNNNN

JEA'S COMPENSATION
PHILOSOPHY

RECOMMENDED: JEA Board Policy Manual

(Revision to Policy 2.7 adopted by JEA Board on June 17, 2014)

“With respect to employment, compensation, and benefits to employees,
consultants;- and contract workers-and-volunteers, the CEO shall-netcause-or

a a¥aYa a a a a akdaYe a a¥la a a'a o¥a A Nrollng a¥a ARY
C v O v

noet: Ppromote a compensation philosophy previding-a-total rewardspackage
that encompasses salary/wages, retirement benefits, incentives and health and
welfare benefits that align with and drive JEA's Corporate Measures of value: 1)
Customer; 2) Financial; 3) Environmental; and 4) Community Impact.

Total compensation Salary/wages-will meet the market (50% percentile), which
is where the majority of companies in the industry and geographical area
reside. Total compensation will include Base Salary, Short Term Incentives and
Long Term Incentives. The 50th percentile pays competitively for behavior that
Mmeets expectations. Short term and long term incentives will align to and drive
JEA's Corporate Measures of Value. Internal equity will be achieved by
evaluating differences in skill, effort, responsibility and working conditions

among jobs.”
15
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)

Establish a Formal Compensation Policy to Aligh with:
1) Talent Market and 2) Guiding Principles

Market 50 percentile M?rkEt for
alent
Customer Value
50% Total Short term Community Impact Value
Compensation Environmental Value Alignment
Financial Value Gmﬂ:\g
Principles
Long term =meendl Financial Value
et —
DRIVING SHORT AND Profitability
LONG-TERM BEHAVIOR

16
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ADAPTABLE
CULTURE
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Cultural Values
Safety

Service
Growth?
Accountability
Integrity

Ideas

CULTURE EATS
STRATEGY
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CULTUREIS
CELEBRATED
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L. Vision: Improve lives by accelerating innovation
Driving Toward Success

Willing to take appropriate and calculated
risks and fail from time to time in order to
achieve extraordinary results

Mission: Provide the best service by becoming the center
of our customer’s energy and water experience

PMpo

Working Not to Fail

Culture and individuals motivated by
risk aversion striving not to fail rather
than to succeed

dly-changing
ANV

WHERE ARE WE
GOING?

identity he|
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INTRODUCING THE
5 to 5 Innovation Incentive Program

e 5to 5is about culture

e Purpose of the 5 to 5 Innovation Incentive Program is to
encourage and reward employees for developing and submitting
innovative ideas (Ideas being one of JEA’'s core values) that benefit
JEA and our community.

 Employees who submit an idea that is implemented will be eligible
for incentives ranging between $500 to $5,000 depending on the
scope, cost savings, and/or revenue generation associated with
the submitted idea and corresponding results.

* |deas will align with JEA’s corporate measures:

e Customer Value
e financial Value

R e Environmental Value

ACCELERATING AN » Community Impact Value
INNOVATIVE CULTURE
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Work together to elevate the entire team

Core competencies accelerate results
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ELEVATE THE ENTIRE TEAM

1. Ensure JEA’s corporate compensation philosophy is
aligned with JEA’s Guiding Principles

2. Encourage long-term culture of value creation

3. Establish formal compensation policy to align
behavior to 4 Corporate Measures of Value and
market based compensation

4. Ensure policy promotes collaboration to drive Vision
and Mission

Employee incentives should drive “value” & “teamwork”
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Compensation Efforts to Date

January February - June

Board.App".)va.l of: d presented to the Board
¢ Guiding Principles

e Development of a

Compensation
Framework ed with the assistance of Willis Towers Watson
* Extending CEO contract

through 7/31/19
e Change to Board Policy

Manual
ontract prepared
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JEA Board Policy Manual

(Revision to Policy 2.7 adopted by JEA Board on June 17, 2014)

“With respect to employment, compensation, and benefits to employees,
consultants; and contract workers, the CEO shall-promote a compensation
philosophy that encompasses salary/wages, retirement benefits, incentives and
health and welfare benefits that aligh with and drive JEA’'s Corporate Measures
of value: 1) Customer; 2) Financial; 3) Environmental; and 4) Community

Impact.
JEA's total compensation Total compensation will meet the market (50% percentile), which is where the
structure should both majority of companies in the industry and geographical area reside. Total

compete with the market for
talent & drive results aligned
with “guiding principles”

compensation will include Base Salary, Short Term Incentives and Long Term
Incentives. The 50th percentile pays competitively for behavior that meets
expectations. Short term and long term incentives will align to and drive JEA's

Corporate Measures of Value. Internal equity will be achieved by evaluating
AN differences in skill, effort, responsibility and working conditions among jobs.”

JEA'S COMPENSATION
PHILOSOPHY
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)

Establish a Formal Compensation Policy to Aligh with:
1) Talent Market and 2) Guiding Principles

Market 50 percentile M?rkEt for
alent
Customer Value
50% Total Short term Community Impact Value
Compensation Environmental Value Alignment
Financial Value Gmﬂ:\g
Principles
Long term =meendl Financial Value
et —
DRIVING SHORT AND Profitability
LONG-TERM BEHAVIOR
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Compensation Benchmarking Summary

Appointed Population vs. Market 50t Percentile Variances By Job Level

The following exhibits summarize variances comparing incumbent pay data with market
data from job weighted perspective for the Appointed population only
Variances are lower to market for executives and directors at target bonus %, target

TCC, and target TDC compared to the other job levels
JEA provided performance bonuses to Appointed employees in April to begin closing

the gap on base salary — the budget was 2.5%.

Job Weighted:

Executive

Average Base Salary

Variance

-12%

Average Target Bonus
% Absolute Variance

-33%

Average Target TCC
Variance

-28%

-8%

Average Long-term
Incentive % Absolute

-42%
-13%

Average Target TDC
Variance

Director

-1%

-10%

-6%

-6%

-2%

-5%

-1%

-1%

Manager

-1%

-2%

-7%

Individual Contributor

-2%

-7%

-6%

Total
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Short-Term Incentive Plan Practices

Target Incentive Award Opportunities

Target incentive opportunities typically increase with job level, and are relatively similar
in both the Utility and General Industries

Note that we have recommended STI targets as part of our analysis to “close the gap”
between market and JEA's desired competitive positioning

Target Incentive Award Opportunities — By Job Level

Target STl Opportunities

Role/Career Level Utilities

General Industry

Senior Directors 25% 24%
Managers 15% 13%
Supervisors 10% 9%
Senior Level Professionals 13-20% 11-18%
Entry-Mid Level Professionals 7-10% 5-8%
Non-exempt 5% 3-5%

Source: Willis Towers Watson 2018 General Industry and Energy Services MMPS Compensation Survey Reports — U.S.
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Long-Term Incentive Plan Design
Introduction

Why Companies Have Long-Term Incentive Plans Factor Driving JEA

Inclusion of LTI

AN

Focus on long-term performance and align performance to long-term business strategies

Necessary component of a market competitive compensation program for investor owned utilities

Aligns the interests of employees with stakeholders

Fosters long-term retention

Encourages teamwork and collaboration across groups, functions, businesses, etc.

Rewards for long-term shareholder/stakeholder valuecreation

NN X X X X

Balances focus on short-term results that are driven by annual incentives

JEAOQO718



Long-Term Incentive Plan Design

Proposed Design

= Given consideration of the overarching goal to allow all employees the opportunity to
share in the long-term success of the company, we propose a multi-pronged LTI design
approach below:

LTI Plan LTI Award LTI Award Performance Performance
Funding Vehicles Eligibility Frequency \EESIE] Cycle / Vesting

/ Perfgrnr?rka nee il Employees — Annual — Customer Rates — 3 Years
Self Funded
based on
Contribution
to City
o Time-Based Critical Skilled / , .
Unit* Retention Risk Ad Hoc Not Applicable 3 Year Cliff

* Value of units tied to JEA Net Book Value.
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Long-Term Incentive Plan Design

Proposed Design Details: Performance Unit

Performance Unit

Plan Design Element Plan Design Details

Award Vehicle

Eligibility

Target Award Opportunity
(as % of base salary)

Award Frequency

Circuit Breaker

Performance Measures

Performance Period

Payout Range

Estimated Cost

Performance Unit: value of unit tied to JEA Net Book Value; unit valuation formula to be determined
All employees would be eligible in order to drive collective focus on JEA long-term performance

Award opportunities vary based on level in the organization (see page 31 for proposed targets);
Management and Board’s intent is to close competitive gap to market for LTI in first year of grant and
ensure JEA compensation is competitive with market 50t percentile

Annual

Defined level of contribution to the City will be established for each award cycle; intent is for contribution
level to ensure LTI plan is self funded

Net Book Value: used to determine Performance Unit value
Customer Rates: performance measure used to modify the number of Performance Units earned;
performance goal to be determined

3-year performance cycle with overlapping cycles due to annual grant frequency

2019 2020 2021 2022 2023 2024

Taget Esabisred [ vt Pajot
Taget Esabisned [ i Payout

Threshold: 50% of Target
Maximum: 150% of Target

Estimated cost of annual Performance Unit awards to all employees based on currentincumbent base
salaries* is $3.4M

*Bargaining Unit costs calculated based on step structure data if incumbent data are not available.

27
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Proposed Compensation Adjustments

Market Positioning Based on Proposed Pay Adjustments

= The following exhibit summarizes the competitive position of JEA pay based on the
target bonus % and LTI % adjustments needed to align pay with market median
= All levels approximate or exceed the market median for target TDC, thereby aligning with the
Board'’s articulated competitive compensation positioning
Proposed target bonus % and LTI % for executives bring target TDC to market competitive levels; therefore,

material base salary adjustments are notrequired
= Bargaining Unit variance exceeds market median target TDC due primarily to variances that are calculated

based off of step structure base salaries

Job Weighted:

Average Base
Salary/Midpoint Proposed _Target Average Long-term Proposed .Target
Variance FIETAEIE TETEIEE IS Ve Tce Va.nance Incentive % TbC Va.nance
. (Median) (Median)
(Median)
JEA JEA

Proposed JEA Proposed JEA
Executive -12% 45% 43% -6% 40% 40% -2%
Director -1% 20% 18% 2% 5% 8% 1%
Manager -2% 10% 13% -3% 3% - -1%
Individual Contributor -1% 7% 10% -1% 3% - 2%
Bargaining Units 11% 2% 7% 8% 1% - 9%
Total 3% 8% 12% 2% 3% 19% 3%

Note: Market data provided by JEA.
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Compensation Plans

June

July

August

September

October

Presentation to the
Comp Committee -
6/18

Presentation to the
Board - 6/25

Hold Shade Meeting
to discuss labor
negotiations

Develop economic
strategy for
nhegotiations

ion Plan as directed by
Board

Finalize Comp Plan
and begin installing
components

Publicize Comp Plan
to employees

potiations and finalize contracts

Full implementation
of Comp Plan
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Compensation Program Appendix for
Compensation Committee Meeting

Prepared for JEA

June 18, 2019

© 2019 Willis Towers Watson. All rights reserved.
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Introduction
Summary

= JEA engaged Willis Towers Watson (“WTW?") to complete the following:
= Conduct a competitive market assessment for JEA's entire employee population
= Provide a summary of market practices related to short-term incentive plan design
= Conduct a competitive market analysis of long-term incentive (“LTI”) plan design practices and
develop a proposeddesign
= This report includes the following:
= Confirmation of JEA's current compensation philosophy
= Review of the evolution of JEA'S compensation programs
= Analysis of the compensation variances for JEA's employee population
= Analysis of the gaps to market for JEA's Appointed population and Bargaining Units
= Proposed LTI plan design
= Total rewards market best practices

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Compensation Philosophy Review
JEA’s Current Compensation Philosophy

= The following table summarizes JEA's current compensation philosophy, which guided
WTW'’s review of JEA's competitive market assessments:

Compensation Philosophy

Element

Alignment of Interest Between
Employees, Stakeholders, and
Organization

Market for Talent

Target Competitiveness

Pay Mix

Industry Perspectives

JEA’s compensation philosophy should support the overall business and board strategy
with the ultimate goal of driving performance of the organization

JEA’s geographic market for talent varies by job level:
 Individual Contributors/Managers — local and regional scope
» Directors/Executives — national scope

Targets the market 50t %ile for all pay elements (Base Salary, Short-Term Incentive, and
Long-Term Incentive)

JEA’s pay mix currently consists of base salary and a short-term incentive award, but JEA is
implementing a long-term incentive plan in 2020 to align the interests of employees to JEA’s
Guiding Principles and four (4) Corporate Measures of Value (Customer, Community,
Environmental and Financial)

For functional roles — a 50/50 weighted mix of Utility/General Industry market data
For operational roles — only Utility Industry marketdata

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Evolution of JEA’s Compensation Program
Timeline of Goals and Major Changes

Year of WTW'’s Review

v

Competitive
Position
Improving

v

\ 4

Conducted competitive cash compensation analysis for approximately
200 Appointed positions, as well as a benefits assessment

While total cash compensation levels were generally below market,
benefit programs were generally above market (retirement plan
significantly above market)

JEA re-instituted a short-term incentive plan where all employees were
eligible to receive an award (re-instated forFY12)

Conducted competitive market analysis, which showed JEAremained
below market but had an improved competitive positioning

Updated 2013 analysis, which showed that competitive positioning
continued to improve

Effective beginning FY18, the defined benefit plan was closed to new
hires. All new hires will participate in the new defined contribution plan

Competitive market positioning continues to improve JEA value creation

JEA Board’s objective is to create and implement a short-term and long-
term incentive plan where all employees are eligible to receive an award
based on individual and organization performance

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 7
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CEO Competitive Market Pricing
Methodology

= Toconduct the competitive market pricing for the CEO position, a peer group was
developed reflecting:
= Investor Owned Utilities (“IOUs”) and Public Power Utilities
= Focus on electric and/or diversified utilities (electric and gas and/or water utilities)

= Comparably-sized (revenues in a range of %2 to 2x JEA's revenues of $1.79B OR generation
capacity in a range of ¥ to 2x JEA's generation capacity of 3,330 kWh)

= Survey source: Willis Towers Watson's 2018 Energy Services Industry Executive Compensation
Database
= Target TDC for the Combined Peer Group perspective is built up by using this formula:

= Target TCC + (Base Salary * %2 reported LTI opportunity %)

= Given public power utilities do not typically provide LTI, market data is nhot shown for the public power peers;
therefore, the Combined Peer Group perspective reflects 1/2 of the reported market data because the data are
comprised of responses from both public power and IOUs (average of public power and IOUS)

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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CEO Competitive Market Pricing
Market Pricing Details

Chief Executive Officer Competitive Market Data®
Pay Component Data Perspective 25th %ile 50th %ile 75th %ile
Combined Peer Group $605.0 $800.0 $980.0
Base Investor Owned Utility Peers $730.0 $835.0 $995.0
($000s)
Public Power Peers $475.0 $580.0 $920.0
Combined Peer Group 48% 100% 108%
Target Bonus % @ Investor Owned Utility Peers 100% 100% 110%
Public Power Peers @
Combined Peer Group $760.0 $1,275.0 $1,790.0
Ta(rgoeotoz ():C Investor Owned Utility Peers $1,380.0 $1,7250 $2,065.0
Public Power Peers $515.0 $720.0 $985.0
Combined Peer Group 107% 125% 166%
LTI % @ Investor Owned Utility Peers 213% 249% 331%
Public Power Peers - -
Combined Peer Group @ $1,515.0 $2,270.0 $3,010.0
Target TDC Investor Owned Utility Peers $2,8450 $3,970.0 $5,110.0
($000s)
Public Power Peers $515.0 $720.0 $985.0
"---"= Data not available.
1) Target bonus percentages are represented as a percentage of base salary.
¥ Long-term incentive (LTI) percentages are represented as a percentage of base salary. LTI figures are based on ASC 718 (FAS 123R) "accounting values". Given public power utilities

do not typically provide LTI, market data is not shown for the public power peers; therefore, the Combined Peer Group perspective reflects 1/2 of the reported market data because the

data are comprised of responses from both public power and IOUs (average of public power and IOUs).
3) Only 4 public power peers report a target bonus opportunity (sample size less than 5 is too small to report data). Responses range from 8-35% with an average of 22%.

@) Target TDC for the Combined Peer Group perspective is built up by using Base Salary, Target TCC, and LTI % data.
(5) Market data greater than $100,000 rounded to the nearest $5,000.

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 10
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Compensation Benchmarking Summary
Methodology

= The following page contains a summary of WTW’s review of JEA's competitive market
data for its Appointed population (including 13 executives)
= WTW reviewed the most current incumbent and market data provided by JEA

= Market data for the positions below the Director-level reflect a -5% geographic differential to
account for the cost of labor of Jacksonville, FL vs. the US national average

= Analysis of competitive positioning focused on market data at the 50th percentile

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Compensation Benchmarking Summary
Appointed Population vs. Market 50t Percentile Variances By Job Level

The following exhibits summarize variances comparing incumbent pay data with market
data from job weighted perspective for the Appointed population only
Variances are lower to market for executives and directors at target bonus %, target

TCC, and target TDC compared to the other job levels

Job Weighted:

Average Long-term Average Target TDC

Average B@se Salary |Average Target Bonus Average Target TCC Incentive % Absolute .
Variance % Absolute Variance Variance : Variance
Variance

Executive -12% -33% -28% -42%
Director -1% -10% -8% -13%
Manager 2% -5% -6% -6%
Individual Contributor -1% -2% -1% -1%
Total -2% -7% -6% - -7%

13

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Short-Term Incentive Plan Practices
Introduction

= JEA re-instated a broad-based short-term incentive plan several years ago, both to
address competitive pay levels, as well as to reinforce specific messages related to
performance expectations

= The following pages summarize market practices related to short-term incentive plan
design
= As appropriate, JEA may consider these practices as they continue to evolve their incentive plan
design

= Key design features covered include eligibility, target award opportunities, payout ranges, bonus
pool funding, performance measures and performance range

= The market practices information has been summarized from survey research, as well
as our consulting experiences

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Short-Term Incentive Plan Practices
Eligibility

= Eligibility for short-term incentive plans is typically broad for both the Utility and General
Industries, with prevalence actually higher in the Utility Industry (particularly at the lower
job levels)

= Over 60% of organizations in the industry extend eligibility to the lower exempt and non-
exempt roles

= Lower roles may not have an expressed target opportunity, but they may be part of a“sharing
program” based on organizational performance

= In some cases, overall funding and participation at lower levels may bediscretionary

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 16
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Short-Term Incentive Plan Practices
Target Incentive Award Opportunities

= Target incentive opportunities typically increase with job level, and are relatively similar
in both the Utility and General Industries

= Note that we have recommended STI targets as part of our analysis to “close the gap”
between market and JEA's desired competitive positioning

Target Incentive Award Opportunities — By Job Level
Target STl Opportunities

Role/Career Level Utilities General Industry
Senior Directors 25% 24%
Managers 15% 13%
Supervisors 10% 9%
Senior Level Professionals 13-20% 11-18%
Entry-Mid Level Professionals 7-10% 5-8%
Non-exempt 5% 3-5%

Source: Willis Towers Watson 2018 General Industry and Energy Services MMPS Compensation Survey Reports —U.S.

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Short-Term Incentive Plan Practices
Payout Ranges

= Payout ranges reflect the total award opportunity as a percentage of the target award,
and represent the minimum award opportunity if threshold performance is achieved, and
the maximum opportunity if maximum performance is achieved

= Payout ranges are typically 50% of target at threshold performance and 200% oftarget
at maximum performance
= In WTW’s consulting experience, public power utilities typically have a maximum payout of 150%
of target
= In most cases (and based on the specific performance standards), organizations will
interpolate actual performance between threshold, target and maximum to provide
appropriate incentive to improve performance at every possible increment

= Note that it is important to calibrate the payout range with the performance range to
ensure that the awards are aligned with the probability ofachievement

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 18
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Short-Term Incentive Plan Practices
Bonus Pool Funding

= There are two primary approaches to determine bonus pool funding:

1. Sum-of-targets: specific target opportunities are defined (typically by role or grade) and the sum of
these targets determines the bonus “pool” (the aggregated award which would be generated at
target performance)

2. FEinancial results-based formula: typically a financially-driven formula (e.g., bonus poolequals
10% of profits above a specific threshold)

= The sum-of-targets approach is typically the most common in both the Utility and
General Industries

=  Prevalence for financial results-based formulas increases slightly for broad-based plans that are
separate from executive plans because there is often a greater requirement that they be self-
funding

= Particularly for sum-of-target plans, circuit breakers are a common designfeature

= Acircuit breaker represents a single performance measure (typically a financial measure) that
must be reached before any incentive award is paid regardless of performance in other measures

= |In other words, if the circuit breaker financial performance isn’t achieved, it shuts down the entire
plan regardless of performance on other performance measures

= Note that a financial circuit breaker may be set at levels below threshold levels for payout

= Another design feature is a modifier, which can be used to adjust the initial funding up
or down based on another important measure (e.g. determine pool based on financial
performance, and then modify by operational or customer performance measures)

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 19
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Short-Term Incentive Plan Practices
Performance Measures

= Performance measures send an important message about what an organization must
achieve, and how individual employees can contribute to those objectives

= We consider it a best practice to have a portfolio of performance measures to balance
expectations across financial, operational and customer service categories

=  However, in order to ensure appropriate focus, we typically see 4-6 performance measures,with
each measure having at least a 10% weight

= |t is typical for organizations in both the Utility and General Industries to include at least
one profit or income measure, with profit / operating income being the most common in
both industries

= For non-financial performance measures, environmental health and safety, as well as
operating / strategic measures are the most common in the Utility Industry

= |ndividual performance measures are also common in the Utility and General Industries
= These measures help create line-of-sight to broader corporate measures

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 20
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Short-Term Incentive Plan Practices
Performance Range

= Performance ranges reflect the minimum acceptable performance as a percentage of
target performance, and the maximum performance recognized as a percentage of
target performance

= Narrow performance ranges are typically used for measures where results are not
expected to vary significantly from target (e.g., revenues)

= Wider performance ranges are typically used for measures where performance can
fluctuate significantly year to year (e.g., profitability)

= |n the Utility Industry, performance ranges for profitability at minimum is typically set to
be 90% of target and for maximum is typically set to be 115% of target

= An important consideration in establishing the performance range is the probability of
achievement

= A best practice is to set threshold performance goals where the probability of achievement is 80-
90% to ensure appropriate motivation

= Similarly, probability of achievement for target performance should be 50-60% and 10-20% for
maximum performance

= As noted earlier, it is important to calibrate the performance range with the payout range

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Long-Term Incentive Plan Design
Introduction

Why Companies Have Long-Term Incentive Plans Factor Driving JEA

Inclusion of LTI

AN

Focus on long-term performance and align performance to long-term business strategies

Necessary component of a market competitive compensation program for investor owned utilities

Aligns the interests of employees with stakeholders

Fosters long-term retention

Encourages teamwork and collaboration across groups, functions, businesses, etc.

Rewards for long-term shareholder/stakeholder value creation

N N X N X X

Balances focus on short-term results that are driven by annual incentives

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 23
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Long-Term Incentive Plan Design

Market Practices Summary

Design Aspect

Public Power Utilities

Investor Owned Utility (IOU)

Peer Group

Broader Utility Industry

Prevalence

Eligibility

Target Opportunity (% of
Base Salary)

Award Frequency

LTI plans are used selectively

For those Public Power
Utilities with an LTI plan,
eligibility typically limited to
select executives

Varies widely based on the
organization, but targets will
be lower than 10U levels

Annual awards with
overlapping cycles are most
common

All 13 IOU peers have an LTI
plan

Typically executives down to
director level positions

Median for CEOs: 230%
Median for NEOs*: 110%
Median for Directors: NA

All 13 peers grant annual
awards with overlapping
cycles

LTI plans are very prevalent
with almost all IOUs using an
LTI plan

Typically executives down to
director level positions

Median for CEOs: 240%
Median for NEOs*: 75%
Median for Directors: 15-25%

98.1% of organizations grant
annual awards and
overlapping cycles are the
most common

NEOs* = Named Executive Officers, as disclosed in the IOU’s proxy statement.

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Long-Term Incentive Plan Design
Market Practices Summary (continued)

Design Aspect Public Power Utilities Investor Owned Utility (IOU)

Broader Utility Industry

Peer Group

Award Vehicles

Performance Metrics

Performance Metrics
Weights

Performance Range

Payout Range

Cash-based performance
plans

Financial and operational

Operational metrics weighted
more heavily than financial
metrics

More conservative compared
to I0Us

Threshold: 50% of Target
Maximum: 150% of Target

100% of peers use
performance plans
69% use restricted stock
No peers use stockoptions

TSR (100%)
EPS (38%)
Operational (15%)

TSR and financial metrics
weighted more heavily than
operational metrics

Relative TSR: 28t %ile at
threshold, 50t %ile at target,
and 90th %ile at maximum

Threshold: 0-50% of Target
Maximum: 150-200% of
Target

93% of organizations use
performance plans
66% use restricted stock
16% use stockoptions

TSR (64%)
EPS (22%)
Other operational metrics are
also common

Not available

Relative TSR: 25th %ile at
threshold, 50t %ile at target,
and 90t %ile at maximum

Threshold: 50% of Target
Maximum: 200% of Target

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Long-Term Incentive Plan Design
Proposed Design

= Given consideration of the overarching goal to allow all employees the opportunity to
share in the long-term success of the company, we propose a multi-pronged LTI design
approach below:

LTI Plan LTI Award LTI Award Performance Performance
Funding Vehicles Eligibility Frequency Measure Cycle / Vesting

Performan
/ € Snitf - = All Employees — Annual — Customer Rates — 3 Years
Self Funded
based on
Contribution
to City
\ Time-Based Critical Skilled / : :
Unit* Retention Risk Ad Hoc Not Applicable 3 Year CIiff

* Value of units tied to JEA Net Book Value.

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only. 26
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Long-Term Incentive Plan Design
Proposed Design Details: Performance Unit

Performance Unit

Plan Design Element Plan Design Details

Award Vehicle » Performance Unit: value of unit tied to JEA Net Book Value; unit valuation formula to be determined

Eligibility » All employees would be eligible in order to drive collective focus on JEA long-term performance

Target Award Opportunity » Award opportunities vary based on level in the organization (see page 31 for proposed targets);

(as % of base salary) Management and Board’s intent is to close competitive gap to market for LTI in first year of grant and
ensure JEA compensation is competitive with market 50t percentile

Award Frequency e Annual

Circuit Breaker » Defined level of contribution to the City will be established for each award cycle; intent is for contribution

level to ensure LTI plan is self funded

Performance Measures * Net Book Value: used to determine Performance Unit value
e Customer Rates: performance measure used to modify the number of Performance Units earned,;
performance goal to be determined

Performance Period » 3-year performance cycle with overlapping cycles due to annual grant frequency

2019 2020 2021 2022 2023 2024

Target Esabished I Avrd Payout
Taget Esabished M A vard Payou

Payout Range e Threshold: 50% of Target
e Maximum: 150% of Target

Estimated Cost » Estimated cost of annual Performance Unit awards to all employees based on current incumbent base
salaries* is $3.4M

*Bargaining Unit costs calculated based on step structure data if incumbent data are not available.
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Long-Term Incentive Plan Design
Proposed Design Details: Time-Based Unit

Time-Based Unit

Plan Design Element Plan Design Details

Award Vehicle
Eligibility

Target Award Opportunity
(as % of base salary)

Award Pool Funding

Award Frequency

Vesting Period

Estimated Cost

Time-Based Unit: value of unit tied to JEA Net Book Value; unit valuation formula to be determined

All employees eligible, but awards targeted to critically skilled employees or employees viewed as
retention risk; awards generally intended for Manager level positions and below in order to enhance
employee retention

Target 10% of employees below the Director level (approximately 1,500 including Bargaining Units) or
approximately 150 employees below the Director level to receive awards each year

Retention award values range from 10% to 20% depending on criticality of role and/or retention need

Defined level of contribution to the City will be established each year with intent for contribution level to
ensure LTI plan, covering both Performance Unit and Time-Based Unit awards, is self funded

Ad hoc awards

3-year cliff vesting period

Estimated cost of annual Time-Based Unit awards to employees below the Director level based on current
incumbent base salaries* is $1.2M

*Bargaining Unit costs calculated based on step structure data if incumbent data are not available.
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Proposed Compensation Adjustments
Competitive Pay Gaps to Market by Pay Element

= The following exhibit summarizes the current gaps to market for JEA's population
(excluding the M&C roles due to lack of incumbent data) by each pay element:
= JEA's base salary, target TCC, and target TDC show variances comparing incumbent pay to

market for the Appointed population
= Bargaining Units’ pay elements and JEA target bonus % are based off of pay structures (many of

the Bargaining Units are in step structures)

= Gaps to market exist at target bonus % and long-term incentive %, particularly for the
executives and directors, which lead to higher variances to market at target TCC and

target TDC

Job Weighted:

Average Base
Salary/.Mid point T o PrTon Cozs\;a;i;i::geet Average Lpng-term PrTon gs\f;i;i:iet
X\:‘gj{;‘r’s (Median) Incentive % (Median)
Market JEA JEA
Executive -12% 10% 43% -28% -42%
Director -1% 8% 18% -8% -13%
Manager -2% 7% 13% -6% -- -- -6%
Individual Contributor -1% 7% 10% -1% -- -- -1%
Bargaining Units 11% 2% 7% 8% -- - 8%
Total 3% 5% 12% -1% -- 19% -2%

Note: Market data provided by JEA.
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Proposed Compensation Adjustments

Proposed Base Salary, Target Bonus and Long-Term Incentive Adjustments

Base Salary: assess individual competitive position to market; for individual positions well below market,
JEA could bring positions to within the competitive range of the market median within two to three years,

assuming performance expectations are being met
Target Bonus % and LTI % (as % of salary): the tables below summarize JEA's current average target

bonus and LTI incentive opportunities and proposed target values

=  The incentive targets below are intended to close the gap to market for target total direct compensation within the
first year in order to align with the Board’s compensation philosophy
= Note: when material gaps to market exist, typical market practice is to make incremental adjustments over a multi-
year period (2 to 3 years) to close the gap to market. Company performance, cost considerations and stakeholder
optics will influence the level of pay adjustment and the timeframe over which pay is brought to market

Executive

Current
10%

Target Bonus %

Market
43%

Proposed
45%

Current

Market
40%

LTI Opportunity %

Proposed
40%

Total At Risk Compensation

Current
10%

Market
83%

Proposed
85%

Director

8%

18%

20%

8%

5%

8%

26%

25%

Manager

7%

13%

10%

3%

7%

13%

13%

Individual Contributor

6%

10%

7%

3%

6%

10%

10%

Bargaining Units

2%

7%

2%

1%

2%

7%

3%

= Estimated Cost Impact: estimated incremental cost impact of proposed target bonus and LTI adjustments
to bring JEA compensation to the market median is $5.8M; see details below for cost breakdown:

=  Target Bonus Cost: $2.4M based off current incumbent base salaries
= LTICost: $3.4M based off current incumbent base salaries for performance unit award (total cost of $4.6M if time-

based unit award is included)

Note: Market data provided by JEA.
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Proposed Compensation Adjustments
Market Positioning Based on Proposed Pay Adjustments

= The following exhibit summarizes the competitive position of JEA pay based on the
target bonus % and LTI % adjustments needed to align pay with market median

= All levels approximate or exceed the market median for target TDC, thereby aligning with the
Board’s articulated competitive compensation positioning
= Proposed target bonus % and LTI % for executives bring target TDC to market competitive levels; therefore,
material base salary adjustments are notrequired
=  Bargaining Unit variance exceeds market median target TDC due primarily to variances that are calculated
based off of step structure base salaries

Job Weighted:

SA\llera/%/Ie'deas'et Proposed Target A L N Proposed Target
alary . 'apoin Average Target Bonus % TCC Variance verage png— erm TDC Variance

Variance ; Incentive % ;

(Median) (Median) (Median)

EA EA
J Market JEA J Market JEA
Proposed Proposed

Executive -12% 45% 43% -6% 40% 40% -2%
Director -1% 20% 18% 2% 5% 8% 1%
Manager -2% 10% 13% -3% 3% -- -1%
Individual Contributor -1% 7% 10% -1% 3% -- 2%
Bargaining Units 11% 2% 7% 8% 1% -- 9%
Total 3% 8% 12% 2% 3% 19% 3%

Note: Market data provided by JEA.
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Modernizing Total Rewards

Integrated Total Rewards strategy, architecture & design and delivery for a

superior Talent Value Proposition

Pay
Total - Base pay
Rewards " Base pay

increases

= Short-term
incentives

= | ong-term
incentives

Architecture & Design = Recognition

= Profit-
sharing
plans

= Allowances

Source: 2018 Willis Towers Watson Modernizing Total Rewards Survey

Benefits

Health care
Retirement

Risk benefits
(life, disability)

Perks

Voluntary
benefits

Time off

Flexible work
arrangements

Learning and
development

Coaching,
mentoring,
sponsorship

Career

enablement and

mobility
Inclusion

networks,
activities

Integrated
wellbeing
solutions

= Physical
= Financial
= Social

= Emotional
= Corporate

social
responsibility
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Modernizing Total Rewards
Key themes emerging in the market with implications for Total Rewards

1. Future focused

Emerging work dynamics and
skills and multi-generational
workforce re-write

the deal

4. Segmentation

A\

More tailored Total
Rewards with
increased choice

8. Wellbeing (A

Holistic physical, financial,
social and emotional health

Source: 2018 Willis Towers Watson Modernizing Total Rewards Survey

2. Technology
Advancements

Expansion of digitization
of the Total Rewards
delivery and experience

5. Consumerism
and flexibility

Expansion of worker
choice and voluntary
benefits

9. Talent
experience

Emphasis on workplace
differentials that enhance
the environment and
Talent Value Proposition

6. Transparency

Legislative and social
media increase public

scrutiny A‘E

10. Good ,
governance <e=

Being agile and nimble to
adapt to changing, fast-
moving business
strategies

© 2019 Willis Towers Watson.All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson clientuse only.
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Modernizing Total Rewards
Our findings identify five areas critical to meeting employees’ Total Rewards
expectations and delivering a consumer-grade experience

Understand Consider Make effective  Measure cost Prioritize
what employee use of and impact of fairness,
employees wellbeing a technology programs purpose-driven
value top priority benefits, and

1&D

Source: 2018 Willis Towers Watson Modernizing Total Rewards Survey
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RESOLUTION 2019-10

A RESOLUTION APPROVING LONG-TERM PERFORMANCE UNIT PLAN AND
RELATED DOCUMENTATION AND AUTHORIZING THE CEO TO TAKE ANY AND
ALL ACTION TO PURSUE THE IMPLEMENTATION OF SUCH PLAN AND
RELATED DOCUMENTATION

WHEREAS, in accordance with Board Policy 2.7, the Compensation Committee directed
JEA management in January 2019 to develop a compensation policy to align with talent market
and guiding principles, JEA management presented to the Compensation Committee and the
Compensation Committee approved in June 2019 the framework for a compensation plan,
including a long-term incentive plan;

WHEREAS, at its June 2019 Board meeting, the Board approved the framework of JEA’s
long-term compensation plan and authorized JEA management to develop the plan and present it
to the Board at the July 2019 Board meeting for final approval;

WHEREAS, the Board believes that it is in the best interest of JEA to adopt a long-term
performance unit plan in connection with annual performance reviews and general operation of
JEA; and

WHEREAS, the Board has reviewed the summary of the terms and conditions of the Long-
Term Performance Unit Plan, which summary is attached hereto as Exhibit 1 (the “Long-Term
Performance Plan Summary”).

BE IT RESOLVED, by the Board that:

1. The Chief Executive Officer and Managing Director (the “CEQO”) or his designee shall
have the authority to (i) implement a long-term performance unit plan (the “Long-Term
Performance Unit Plan”) on the terms and conditions set forth on the Long-Term
Performance Plan Summary, (ii) execute with each actively employed eligible full-time
employee, any full-time JEA employee as otherwise recommended by the CEO and
approved by the Administrator of the Long Term Performance Unit Plan, and each actively
employed eligible full-time attorney from the Office of General Counsel of the City of
Jacksonville who is dedicated exclusively to JEA an agreement under the Long-Term
Performance Unit Plan, (iii) in consultation with the Office of General Counsel, make
technical and clerical amendments to the Long-Term Performance Unit Plan and/or the
Form Long-Term Performance Agreement, all of which do not increase the financial
obligations or liability of JEA under the Long-Term Performance Unit Plan and/or the
Form Long-Term Performance Agreement, and (iv) take, or cause to be taken, any and all
action and to prepare, execute and deliver, or cause to be prepared, executed and delivered,
any and all documents that the CEO or his designee deems necessary or advisable to carry
out the intent of this resolution.

2. The Chair of the Compensation Committee of the Board be, and hereby is, appointed as

the Administrator of the Long-Term Performance Unit Plan with full power and authority
to administer the Long-Term Performance Unit Plan in accordance with the terms
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therewith.

. The 2019 Redemption Price Schedule under the Long-Term Performance Unit Plan for the
Performance Units to be purchased by Participants in January 2020 attached hereto as
Exhibit 2 is hereby approved.
. This resolution shall be effective immediately upon its adoption.
Dated this 23" day of July 2019.

JEA

By:

April Green, Chair

Secretary

Form Approved:

Office of General Counsel
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RESOLUTION 2019-10 EXHIBIT 1

The Long-Term Performance Plan Summary
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RESOLUTION 2019-10 EXHIBIT 1

Long-Term Performance Plan Summary

Subject to the satisfaction of the conditions described below, each eligible
employee may purchase a specified number of performance units from
JEA on January 15th of each year. Eligible employees will be notified in
and will execute the Long-Term Performance Unit Plan Agreement in Q4
of calendar year 2019 that they may purchase performance units and the
first purchase date will be January 15, 2020.

Overview

Each performance unit represents a potential right to receive a cash
payment equal to the redemption price (as described below) for such unit.

All eligible employees will be subject to a plan and will be required to

Documentation sign an agreement with JEA.

All (i) full-time employees who are actively employed with JEA for at
least three months prior to the purchase date and (ii) full-time attorneys
from the Office of the General Counsel of the City of Jacksonville who
are dedicated exclusively to JEA for at least three months prior to the
purchase date are eligible to purchase performance units.

Eligible
Employees

Any exceptions to the above must be recommended by JEA’s CEO and
approved by the administrator (as described below).

A total of 100,000 performance units are available for purchase under the

Pool
plan.

Each performance unit will have a purchase price of $10.00.

To pay the purchase price, an eligible employee will elect to defer a
portion of his or her pay equal to the aggregate purchase price for the
performance units.

Purchase Price | Each eligible employee may elect to defer his or her pay in a lump sum or

Payment equal installments during the payroll periods as selected by such employee
and such employee’s pay will be deferred at such time as such pay would
otherwise have been paid but not for the deferral election.

An eligible employee will elect to defer in the calendar year prior to the
year in which the compensation is earned.

Each performance period will be a three-year period that is used to
Performance calculate the redemption price (if a Recapitalization Event occurs, the

Period performance period will be truncated and will end on the closing date of
such Recapitalization Event).
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An eligible employee will receive a cash payment equal to the redemption
price for each performance unit that such employee purchases. The
redemption price will include the purchase price paid by an eligible
employee for such unit.

The redemption price will increase by $100.00 per performance unit for
each Value Change Percentage increase of 1% in excess of the “Challenge
Value Target” and will decrease by $0.50 per performance unit for each
“Value Change Percentage” decrease of 1% below the Threshold Value
Target, but the redemption price will not be less than $0.00 per
performance unit.

e The “Challenge Value Target” will be 110% for the first performance
period and the “Threshold Value Target” will be 90% for the first
performance period.

e The “Value Change Percentage” means a percentage equal to the
“Current Year Value” divided by the “Base Year Value.”

e “Current Year Value” means, with respect to each performance
period, the sum of (i) JEA’s Net Position, as shown on JEA’s audited
financial statements for such performance period, (ii) the aggregate

Redemption Price consideration paid, distributed, credited or otherwise provided to the

City of Jacksonville whether in cash or in-kind (excluding any public

service taxes or franchise fees) during the 12-month period prior to

the end of the performance period, and (iii) the aggregate
consideration (including refunds, rebates and distributions) paid,
distributed, credited or otherwise provided to JEA’s customers during
the 12-month period prior to the end of the performance period. Any
consideration and change in Net Position, as applicable, in
connection with the Recapitalization Event will be taken into account
for purposes of calculating the amounts in (i) — (iii).

e For the first performance period, “Base Year Value” is the amount
equal to the Current Year Value for fiscal year 2019 as reflected on
JEA’s audited financial statements when available.

JEA’s Chief Financial Officer will calculate the redemption price.

The administrator will certify the redemption price as soon as practicable
following the completion of JEA’s audit for the applicable performance
period, but in no event later than 30 days thereafter (or, if a
Recapitalization Event occurs, no later than 30 days following the closing
date of such Recapitalization Event).
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The performance units will vest on the earlier to occur of (i) the first
anniversary of the last day of the performance period and (ii) the date on
which a Recapitalization Event occurs (the “Vesting Date™). Except as

Payments and otherwise described herein, an eligible employee must be employed on
Vesting Generally | the Vesting Date for the performance units to vest.

Payments will be paid to an eligible employee no later than 30 days after
the redemption price has been certified by the administrator as described
above.

If an eligible employee experiences an involuntary termination of

employment (as described below) prior to the applicable Vesting Date,

such employee will receive a payment in respect of all of his performance

units. Any amounts payable to a terminated eligible employee in respect

of his performance units will be paid to such employee at the same time

Termination of | as the amounts would have been paid had there been no termination of
Employment employment.

An involuntary termination means a termination of employment by JEA
without cause or due to the eligible employee’s death or disability.

An eligible employee will forfeit his performance units and aggregate
purchase price on a termination of employment that is not involuntary.

If an eligible employee becomes a retirement eligible employee (as
described below) and retires, in each case, prior to the applicable Vesting

Retirement Date, such employee’s performance units will vest on the applicable
Eligible Vesting Date.
Employees An eligible employee is retirement eligible if such employee has attained

one of the retirement milestones as described in the General Employees
Retirement Plan.

“Recapitalization Event” means the closing and funding of a transaction
or a series of related transactions in accordance with Article 21 of the
Charter of the City of Jacksonville and any other applicable law that
Recapitalization | results in either (i) unencumbered cash proceeds to the City of

Event Jacksonville of at least Three Billion Dollars ($3,000,000,000) or (ii) at
least 50% of the net depreciated property, plant and equipment value of
either JEA’s electric system or JEA’s water and wastewater system being
transferred, assigned, sold or otherwise disposed of.

An eligible employee will receive the cash payment in respect of his
performance units if: (i) he executes an agreement; (ii) the employee is
continuously employment with JEA (except as set forth above); (iii) the
employee executes and does not revoke a release of claims in favor of JEA
and the City of Jacksonville; (iv) the employee complies with the
covenants set forth below; and (v) the conditions in Section 215.425(3),
Florida Statutes are satisfied.

Conditions to
Receipt
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Each eligible employee must (i) devote his best efforts to faithfully
discharge his duties on behalf of JEA and not take any action that would
be contrary to the best interests of JEA, (ii) not disclose confidential JEA
information (except as required by applicable law or to perform his job
duties) or (iii) not make any unauthorized public statements about, among

others, JEA and government officials of the City of Jacksonville.
Employee

Covenants If an eligible employee breaches or threatens to breach these covenants,

such employee will forfeit his unvested performance units and JEA will
not pay to such employee any amount in respect of his performance units
(including any purchase price paid by such employee for the performance
units) and/or such employee will promptly repay all or any portion of the
cash payment previously paid to him in respect of his performance units,
as applicable.

Administrator The Chair of the Compensation Committee will be the administrator.

Any payments made to an eligible employee will be paid less applicable
withholding taxes.

The plan and agreements will be subject to Sections 409A and 457(f) of
the Internal Revenue Code (the “Code”) and will be construed and
interpreted accordingly.

The agreements will be governed by the laws of the State of Florida and
subject to arbitration in Duval County in the State of Florida.

If or as required, JEA will collectively bargain the plan and applicable
agreements with unions representing covered bargaining unit employees
of JEA.

If any payments under the plan or an agreement to an eligible employee
are subject to any excise tax, interest or penalties under the Code (the
“Penalties”), JEA will pay to such employee an amount equal to the full
amount of the Penalties. JEA will not pay to an eligible employee any
amount in respect of Penalties caused by such employee’s breach of his
or her agreement or such employee’s failure to comply with applicable
law.

Miscellaneous
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RESOLUTION 2019-10 EXHIBIT 2

2019 Redemption Price Schedule under the Long-Term Performance Unit Plan
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RESOLUTION 2019-10 EXHIBIT 2
Long-Term Performance Unit Plan — 2019 Redemption Price Schedule

SCHEDULE A
2019 REDEMPTION PRICE SCHEDULE

The Redemption Price shall increase by $100.00 per Performance Unit for each Value
Change Percentage increase of 1.00% in excess of the Challenge Value Target and shall decrease
by $0.50 per Performance Unit for each Value Change Percentage decrease of 1.00% below the
Threshold Value Target, but in no event shall the Redemption Price per Performance Unit be less
than $0.00.

For purposes of this Schedule A, the following defined terms shall mean:

(a) “Base Year Value” means ${AMOUNT].!

(b) “Challenge Value Target” means 110%.

(c) “Current Year Value” means, with respect to each Performance Period, the
sum of (i) JEA’s Net Position, as shown on JEA’s audited financial statements for such
Performance Period, (ii) the aggregate consideration paid, distributed, credited or
otherwise provided to the City of Jacksonville whether in cash or in-kind (excluding
any public service taxes or franchise fees) during the twelve (12)-month period prior to
the end of the Performance Period, and (iii) the aggregate consideration (including
refunds, rebates and distributions) paid, distributed, credited or otherwise provided to
the customers of the JEA Group during the twelve (12)-month period prior to the end
of the Performance Period. For the avoidance of doubt, for purposes of calculating the
amounts in clauses (a), (b) and (c), any consideration and change in Net Position, as
applicable, in connection with the Recapitalization Event shall be taken into account.

(d) “Value Change Percentage” means a percentage equal to the Current Year
Value divided by the Base Year Value.

(e) “Threshold Value Target” means 100%.

Any amounts paid, distributed, credited or otherwise provided in a form other than cash
shall be valued at the value ascribed to them in the documents governing, or if none, then at their
fair market value as determined by the Administrator in its sole discretion.

! For 2019, this amount will be equal to the Current Year Value for fiscal year 2019 as reflected on the

audited financial statements when available.
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JEA LONG-TERM PERFORMANCE UNIT PLAN
RECITALS:

WHEREAS, all Employees of JEA, a body politic and corporate under the laws of the
State of Florida and an independent agency of the Consolidated City of Jacksonville (“JEA”),
perform valuable services for the customers and citizens they serve;

WHEREAS, JEA provides a work environment which emphasizes safety and a positive
culture;

WHEREAS, JEA operates in a rapidly evolving business climate to provide energy,
water and wastewater utility services;

WHEREAS, JEA desires to recognize the past and continued service of its Employees;

WHEREAS, JEA desires to have long-term incentives, in accordance with its total
compensation philosophy approved by the Board in January 2019 and the compensation
framework approved by the Board in June 2019, that motivates Employees to drive the customer,
community and environmental value of JEA;

WHEREAS, in recognition of the Employees obtaining performance standards that shall
be individually determined and evaluated based on the Employees’ proportionate contribution to
JEA, JEA desires to allow Employees to participate in a long-term performance unit plan on the
terms and conditions set forth herein; and

WHEREAS, except as otherwise recommended by JEA’s Chief Executive Officer and
approved by the Administrator, all Employees are eligible to participate in the plan.

SECTION 1
PURPOSE

() The purpose of this JEA Long-Term Performance Unit Plan (this “Plan”) is to
provide a means by which employees of JEA may be given incentives to (i) remain with JEA,
(i1) drive value for customers, (iii) drive value for the community of North East Florida, (iv)
drive environmental value, and (v) drive financial value for JEA and the City of Jacksonville.

(b) JEA hereby seeks to retain the services of Employees and to provide incentives
for such Employees to exert maximum efforts for the success of JEA and for the benefit of JEA’s
customers and the community it serves and the City of Jacksonville.

SECTION 2
CERTAIN DEFINITIONS

As used in this Plan, the following terms shall have the meanings given to them in this
Section 2. Certain other terms are defined elsewhere in this Plan.
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(a) “Administrator” means the Chair of the Compensation Committee of the Board
and, following a Recapitalization Event, the entity designated in the definitive agreement entered
into in connection with such Recapitalization Event to act as the representative of JEA’s interests
under such agreement (and, in the absence of such a designation, the Chair of the Board).

(b) “Agreement” means a Long-Term Performance Unit Agreement in the form
prescribed by the Administrator for the purchase of Performance Units under this Plan.

(©) “Applicable Law” means any constitution, law, statute, ordinance, rule,
regulation, regulatory requirement, code, order, judgment, injunction or decree enacted, issued,
promulgated, enforced or entered by a federal, state, provincial or local government or other
political subdivision thereof, any entity, authority or body exercising executive, legislative,
judicial, regulatory or administrative functions of any such government or political subdivision.

(d) “Board” means the Board of Directors of JEA.

(e) “Cause” means (x) in the case where a Participant has an employment agreement,
consulting agreement or similar agreement in effect with JEA at the time of purchase of the
Performance Units that defines a termination for “cause” (or words of like import), “cause™ as
defined in such agreement or (y) in the case where a Participant does not have an employment
agreement, consulting agreement or similar agreement in effect with JEA at the time of purchase
of the Performance Units or where there is such an agreement but it does not define “cause” (or
words of like import):

(i) (H-the Participant has been convicted of, pled guilty or no contest to or
entered into a plea agreement with respect to, (A) any felony under Applicable Law or
(B) any crime involving dishonesty or moral turpitude;

(i)  Gb-the Participant has engaged in (A) any willful misconduct or gross
negligence or (B) any act of dishonesty, violence or threat of violence, in each case with
respect to this clause (B), that would reasonably be expected to result in a material injury
to the JEA Group;

(iii)  G#r-the Participant willfully fails to perform the Participant’s duties to the
JEA Group and/or willfully fails to comply with lawful directives of the Board;

(iv)  -the Participant materially breaches any term of any contract to which
the Participant and any member of the JEA Group is a party; or

(v) &-the Participant materially breaches any term of this Plan and/or his or
her Agreement;

provided that, with respect to clauses (iii), (iv) and (v) and if the event giving rise to the
claim of Cause is curable, JEA provides written notice to the Participant of the event within
thirty (30) days of JEA learning of the occurrence of such event, and such Cause event remains
uncured fifteen (15) days after JEA has provided such written notice; provided further that any
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termination of the Participant’s employment for “Cause” with respect to clause (iii), (iv) or (V)
occurs no later than thirty (30) days following the expiration of such cure period.

Notwithstanding the foregoing, to the extent that this definition of “Cause” is inconsistent
with a definition of “cause” (or words of like import) in any applicable and lawful collective
bargaining agreement or the applicable and lawful Civil Service and Personnel Rules and
Regulations of the City of Jacksonville (the “Civil Service Rules™), the definition of “cause” (or
words of like import) in such collective bargaining agreement or the Civil Service Rules shall
control.

® “Closing Date” means the date on which the Recapitalization Event occurs.

(2) “Code” means the Internal Revenue Code of 1986, as amended, and the rules,
regulations and guidance issued thereunder.

(h) “Deferral Election” means an election by an Employee under the Agreement to
defer pay to purchase Performance Units under this Plan, payable for services to be performed in
calendar years beginning after the date the Election Notice becomes irrevocable. An Employee
shall make a new Deferral Election with respect to each Performance Period to the extent that
such Employee is eligible to participate in this Plan for such Performance Year.

(1) “Disability” means (i) if JEA provides long-term disability insurance to its
employees generally and if JEA’s long-term disability plan defines the term “disability,” then the
same meaning as in JEA’s long-term disability plan or (ii) if JEA does not provide long-term
disability insurance to its employees generally, a condition that renders a Participant unable to
engage in substantial gainful activity by reason of any medically determinable physical or mental
impairment as determined by JEA’s absence management vendor; provided, however, that the
absence management vendor has no obligation to investigate whether Disability exists, unless
the Participant or representative thereof puts JEA on notice within ninety (90) days after the
Participant’s termination of employment.

() “Election Notice” means the notice or notices established from time to time by
the Administrator for making Deferral Elections under this Plan. The Election Notice shall
include the amount of compensation to be deferred and the number of Performance Units to be
purchased (subject to any minimum or maximum amounts set forth herein). Each Election
Notice shall become irrevocable as of December 31st of the calendar year immediately
preceding the calendar year in which the Purchase Date occurs (or such earlier date as
determined by the Administrator).

(k) “Employee” means, except as otherwise recommended by JEA’s Chief Executive
Officer and approved by the Administrator, any full-time employee of the JEA Group who has
been employed by any member of the JEA Group for at least three (3) months prior to the
Purchase Date or any full-time attorney from the Office of the General Counsel of the City of
Jacksonville who is dedicated exclusively to JEA for at least three (3) months prior to the
Purchase Date.
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Q) “Involuntary Termination” means, with respect to a Participant, a termination of
the Participant’s employment by any member of the JEA Group without Cause or due to such
Participant’s death or Disability.

(m)  “JEA Group” means JEA and its affiliates, assigns, subsidiaries and successors.

(n) “Participant” means any Employee who makes a Deferral Election to purchase
Performance Units under this Plan.

(o) “Performance Period” means a three (3)-year period used to measure the Value
Change Percentage beginning on the applicable Purchase Date and ending on the earlier of the
third anniversary of the Purchase Date or Closing Date.

(p) “Performance Unit” means a bookkeeping entry representing a potential right to
receive a payment under this Plan.

(q) “Purchase Date” means the date on which Performance Units are purchased by
Participants under this Plan, which shall be each January 15th of the calendar year following the
calendar year in which JEA’s annual financial statements audit is completed (or, if January 15th
falls on a weekend or a holiday, the next business day thereafter). The first Purchase Date under
the Plan shall be January 15, 2020.

(r) “Purchase Price” means the price to be paid by a Participant for each Performance
Unit under this Plan which shall be no less than $10.00 per Performance Unit.

(s) “Recapitalization Event” means the closing and funding of a transaction or a
series of related transactions in accordance with Article 21 of the Charter of the City of
Jacksonville and any other Applicable Law that results in either (i) unencumbered cash proceeds
to the City of Jacksonville of at least Three Billion Dollars ($3,000,000,000) or (ii) at least fifty
percent (50%) of the net depreciated property, plant and equipment value of either JEA’s electric
system or JEA’s water and wastewater system being transferred, assigned, sold or otherwise
disposed of.

(t) “Redemption Price” means a price per Performance Unit payable by JEA to each
Participant calculated in accordance with the redemption price schedule substantially in the form
attached hereto as Schedule A (the “Redemption Price Schedule”); provided, however, that if the
Threshold Value Target (as defined on Schedule A attached hereto) set forth on the Redemption
Price Schedule is not attained during the applicable Performance Period, the Redemption Price
for such Performance Period may be reduced to $0. The Redemption Price shall include the
Purchase Price per Performance Unit.

(u) “Retirement Eligible Employee” means an Employee who has attained one of the
retirement milestones as described in the General Employees Retirement Plan.

(v) “Vesting Date” means the earlier to occur of (i) the first anniversary of the last
day of the Performance Period and (ii) the date on which a Recapitalization Event occurs.
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SECTION 3
ADMINISTRATION; CERTIFICATION

(a) Appointment; Delegation. This Plan shall be interpreted and administered by the
Administrator, whose actions shall be final and binding on all persons, including the
Participants. The Administrator may delegate all or any of its responsibilities hereunder to the
Board, a committee of the Board or any member of JEA’s senior executive management.

(b) Powers. The Administrator, in its sole but reasonable discretion, shall have the
power, subject to, and within the limitations of, the express provisions of this Plan:

(1) to determine whether any individual has status as a Participant, the
number of Performance Units that may be purchased by a Participant, and whether a
Participant is entitled to payment hereunder;

(ii)  to determine for a Participant any additional terms and conditions of
participation in this Plan not inconsistent with the terms of this Plan, which such
additional terms and conditions shall be set forth in the Agreement;

(ii1))  to certify whether or not the performance metrics set forth on the
Redemption Price Schedule for the applicable Performance Period have been attained,
including whether or not the Value Target for the applicable Performance Period has
been attained;

(iv)  to establish procedures to allow Employees to make deferral elections
(provided that such procedures shall be designed to comply with requirements of
Applicable Law);

(v) to take all other action as may be required hereunder; and
(vi)  to interpret this Plan.

Notwithstanding the foregoing, JEA’s Chief Financial Officer shall determine the amount
of the Redemption Price.

(©) Certification. As soon as practicable following the completion of JEA’s financial
statements audit for the applicable Performance Period and in no event later than thirty (30) days
following the end of such Performance Period, the Administrator shall certify in writing the
Value Change Percentage as set forth on the applicable Redemption Price Schedule for such
Performance Period. Notwithstanding the foregoing, if a Recapitalization Event occurs, the
Administrator shall certify in writing the Value Change Percentage as set forth on the applicable
Redemption Price Schedule for such Performance Period no later than thirty (30) days following
such Recapitalization Event.

SECTION 4
EFFECTIVE DATE; NUMBER OF PERFORMANCE UNITS
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(a) Effective Date. This Plan is effective as of July 23, 2019 (the “Effective Date™).

(b) Performance Unit Limit. The aggregate number of Performance Units which may
be purchased by Participants under this Plan is one hundred thousand (100,000) Performance
Units.

SECTION 5
VESTING; REDEMPTION PRICE

(a) Agreement. Each Performance Unit purchased under this Plan by a Participant
shall represent a contractual right to receive, on the terms and subject to the conditions of this
Plan and the applicable Agreement evidencing such purchase, payments under this Plan on the
terms and subject to the conditions of this Plan.

(b) Number of Units. The number of Performance Units purchased by each
Participant shall be set forth in such Participant’s Agreement.

(©) Time of Purchase. On or before the Recapitalization Event, upon the conclusion
of JEA’s annual financial statements audit, Employees may purchase Performance Units on an
annual basis. Following the Recapitalization Event, no Performance Units may be purchased.

(d) Vesting Schedule. The Performance Units purchased by any Participant shall
vest on the Vesting Date if a Participant’s employment with any member of the JEA Group had
not previously terminated. Notwithstanding the foregoing, in the event of a Participant’s
Involuntary Termination prior to the applicable Vesting Date, such Participant shall be eligible
to receive all of his or her Performance Units and such Performance Units shall vest on the
Vesting Date. Any amount payable to a Participant pursuant to the foregoing sentence shall be
paid to such Participant at the same time as the Redemption Price for the Performance Units (to
the extent unpaid) would have been paid had there been no termination of employment.

(e) Forfeiture. Unvested Performance Units held by a Participant whose employment
with any member of the JEA Group is terminated prior to the applicable Vesting Date shall be
forfeited for no consideration (but only after giving effect to any vesting pursuant to Section
5(d)). Performance Units forfeited pursuant to the preceding sentence may be available for
purchase by other Participants. If a Participant forfeits all or any of his or her Performance
Units, he or she shall be refunded the Purchase Price paid by such Participant for such
Performance Units; provided, however, that any forfeiture due to a termination of employment
for Cause or a resignation of employment shall result in a forfeiture of unvested Performance
Units and the Purchase Price paid for such unvested Performance Units.

® Retirement Eligible Employees. Notwithstanding Section 5(d), if a Participant
becomes a Retirement Eligible Employee prior to the applicable Vesting Date and such
Participant retires from employment with any member of the JEA Group prior to the Applicable
Vesting Date, such Participant’s Performance Units shall vest on the applicable Vesting Date.
Any amount payable to a Participant pursuant to the foregoing sentence shall be paid to such
Participant at the same time as the Redemption Price for the Performance Units (to the extent
unpaid) would have been paid had the Participant not retired from employment. The

6
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Administrator shall determine in its sole and absolute discretion whether a Participant’s
termination shall qualify as a retirement for purposes of this Section 5(f).

(2) Redemption Price. On the applicable payment date, each Participant shall receive
an amount equal to the number of his or her vested Performance Units multiplied by the
Redemption Price per Performance Unit.

SECTION 6
PURCHASE OF PERFORMANCE UNITS; PAYMENT AND DISTRIBUTIONS

(a) Purchase of Performance Units. To receive a Purchase Price under this Plan, a
Participant must pay to JEA a Purchase Price for each Performance Unit that he or she would
like to purchase. To pay the Purchase Price for a Performance Unit, an Employee must elect to
defer a portion of his or her pay by completing an Election Notice and filing it with the
Administrator no later than December 31st of the calendar year immediately preceding the
calendar year to which the Deferral Election relates. The Election Notice must specify the
amount of pay that the Employee would like to defer (such pay must be payable for services
rendered in a calendar year beginning after the date the Election Notice becomes irrevocable)
and the number of Performance Units that such Employee would like to purchase. The
Administrator shall notify each Employee of the maximum number of Performance Units that
the Employee is eligible to purchase (it being understood that an Employee may not defer an
amount of pay in excess of the aggregate Purchase Price for the maximum number of
Performance Units that may be purchased by such Employee).

(b) Payments. On the terms and subject to the conditions set forth in this Plan and
any Agreement, a Participant who holds vested Performance Units as of the applicable Vesting
Date shall be entitled to receive the Redemption Price for such Performance Units. Payments
shall be made to the Participants no later than thirty (30) days following the date on which
performance is certified pursuant to Section 3(c).

SECTION 7
CONDITIONS TO RECEIPT OF PAYMENT

A Participant’s right to receive a payment in consideration for his or her Performance
Units is conditioned on his or her execution of an Agreement and all of the following: (a) the
Participant’s continuous employment with any member of the JEA Group through the Vesting
Date (except as set forth herein), (b) the Participant’s execution and non-revocation of a release
of claims in favor of the JEA Group (“Release™) in a form reasonably satisfactory to JEA, (c) the
Employee’s compliance with the covenants set forth in the Agreement, and (d) satisfaction of the
conditions set forth in Section 215.425(3), Florida Statutes. Within sixty (60) days prior to the
anticipated payment date, JEA shall deliver the Releases to the Participants and, to the extent
required by Applicable Law, the Participants shall have twenty-one (21) or forty-five (45) days
from the date of the Releases are delivered to the Participants to review the Releases and an
additional seven (7) days to revoke the Releases. Each Participant must have executed an
irrevocable Release prior to the applicable payment date to receive any payment in respect of his
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or her Performance Units (it being understood that a Participant shall only be required to execute
one Release prior to the first payment date for payments outside of a Recapitalization Event).

SECTION 8
AMENDMENT AND TERMINATION OF PLAN

(a) General. This Plan (including the template Redemption Price Schedule attached
hereto and any Redemption Price Schedule created for specific Performance Periods) may be
amended or terminated at any time or from time to time by the Board; provided, however, that
no such amendment or termination shall impair the then-existing rights of a Participant with
regard to this Plan without such Participant’s written consent.

(b)  Final Distribution. This Plan shall automatically terminate upon the payment or
distribution of all amounts owed to all Participants under this Plan following a Recapitalization
Event.

SECTION 9
MISCELLANEOUS

(a) Rounding. All payments provided under this Plan shall be rounded down to the
nearest whole cent.

(b) Tax Withholding. The JEA Group shall be entitled to make deductions from the
payments hereunder in respect of any applicable income and employment tax, up to the
maximum amount permitted by Applicable Law, subject to the JEA Group’s normal withholding
procedures.

(©) Unfunded Plan. This Plan is intended to constitute an “unfunded” program, and
no amounts shall be set aside to fund any payments hereunder prior to the end of the
Performance Period. JEA’s obligations under this Plan are unfunded and unsecured, and the
Participants have no rights other than those of general unsecured creditors of the JEA Group
with respect to any payment hereunder.

(d) Sections 409A and 457(f). This Plan and any Agreement are intended to provide
payments that are exempt from Sections 409A and 457(f) of the Code (“Code Sections 409A and
457(1)”), or alternatively that comply with Code Sections 409A and 457(f), and the terms of this
Plan and any Agreements shall be construed and administered in a manner that is exempt from or
in compliance with Code Sections 409A and 457(f), as appropriate. Each payment hereunder is
intended to be treated as one of a series of separate payments for purposes of Code Sections
409A and 457(f). Notwithstanding anything herein to the contrary, no amendment may be made
to this Plan or any Agreement if it would cause this Plan, any Agreement or any payment
hereunder or thereunder not to be in compliance with Code Sections 409A and 457(f).

(e) Successors and Assigns.

(1) ey Sueeessors—and-Asstens—This Plan and any AgreementAgreements

shall be binding on and shall inure to the benefit of JEA and its successors (including any

8
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erganizationorganization(s) that succeeds to substantialbyalla substantial portion of the

assets and business of JEA) and assigns, and the term “JEA” whenever used in this Plan
and any AgreementAgreements shall mean and include any such successors or assigns.

This Plan and any AgreementAgreements shall be assigned to and assumed by any
successor of JEA (including any erganizatienorganization(s) that succeeds to
substantially-alla substantial portion of the assets and business of JEA)- and this Plan and
any applicable Agreements may be assigned in part to and assumed by any successor of a
substantial portion of the assets and business of JEA as determined by the Administrator
in its sole discretion, which such determination shall be final and binding on JEA, the
Participants (and their respective beneficiaries) and any such successor. Upon such
assignment and assumption, the rights and obligations of JEA under this Plan and any
Agreementapplicable Agreements shall become the rights and obligations of such

successor. Further, JEA shall require any successor (inelading—any—organization—that

suecceds to substantially all of the asscts and business ot JEA) to assume expressly and
agree to perform this Plan and any Aereementapplicable Agreements in the same manner

and to the same extent that JEA would be required to perform this Plan and any
Agreementsuch Agreements if no such succession had taken place. This Plan and any
Agreements shall be administered in a manner which best reflects the spirit and purpose
of this Section 9(e)(i). and the Board may amend or clarify this Plan and/or any
Agreements to reflect the spirit and purpose of this Section 9(e)(1) in accordance with the
amendment procedures set forth in Section 8(a).

(i)  Neither this Plan nor any AgreementAgreements nor any right or interest
hereunder or thereunder shall be assignable or transferable by any Participants or their
beneficiaries or legal representatives, except by will or by the laws of descent and
distribution. Notwithstanding the foregoing, in the event of the death of a Participant,
payments that otherwise would have been made to the Participant shall instead be made
to the Participant’s estate.

® Governing Law. All questions concerning the construction, validity and
interpretation of this Plan and any Agreement shall be governed by the laws of the State of
Florida, applicable to contracts to be executed and performed entirely therein, regardless of the
laws of any other jurisdiction that might otherwise govern due to applicable conflicts of laws
principles.

(2) Arbitration. Except for suits seeking injunctive relief or specific performance or
as otherwise prohibited by law, the parties hereby agree that any dispute, controversy or claim
arising out of, connected with and/or otherwise relating to this Plan and/or any Agreement and
the arbitrability of any controversy or claim relating hereto shall be finally settled by binding
arbitration. The parties hereby knowingly and voluntarily waive any rights that they may have
to a jury trial for any such disputes, controversies or claim. The parties agree to resolve any
dispute arising out of this Plan and/or any Agreement before the American Arbitration
Association (the “AAA”™) in accordance with the AAA’s then existing National Rules of
Resolution of Employment Disputes. The arbitration shall be administered by the AAA and the
hearing shall be conducted in Duval County of the State of Florida before a neutral arbitrator,
who must have been admitted to the practice of law for at least the last ten (10) years (the

9
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“Arbitrator”). Each party further agrees to pay its or his own arbitration costs, attorneys’ fees,
and expenses, unless otherwise required by the AAA’s then-existing arbitration rules. The
Arbitrator shall issue an opinion within thirty (30) days of the final arbitration hearing and shall
be authorized to award reasonable attorneys’ fees to the prevailing party, which decision of the
Arbitrator shall be final, conclusive, unappealable and binding on the parties. Subject to
Applicable Law, the arbitration proceeding and any and all related awards, relief or findings
shall be confidential, except that any arbitration award may be filed in a court of competent
jurisdiction by either party for the purpose of enforcing the award.

(h) Survival. The provisions of this Plan and any Agreement that are intended to
survive this Plan and any Agreement and to survive the Participant’s termination of employment
shall survive in accordance with their terms.

(1) Severability. If any provision of this Plan or any Agreement becomes or is
deemed invalid, illegal or unenforceable in any applicable jurisdiction by reason of the scope,
extent or duration of its coverage, then such provision shall be deemed amended to the minimum
extent necessary to conform to Applicable Law so as to be valid and enforceable or, if such
provision cannot be so amended without materially altering the intention of the parties, then such
provision shall be stricken and the remainder of this Plan or any Agreement (as applicable) shall
continue in full force and effect.

) Collective Bargaining; Civil Service Rules. If or as required, JEA shall
collectively bargain this Plan and/or any Agreement with unions representing covered bargaining
unit employees of JEA. This Plan and any Agreement shall not be interpreted to be inconsistent
with the Civil Service Rules, as applicable.

(k) Penalties. In the event that any payments under this Plan and/or any Agreement
to any Participant are subject to any excise tax, interest or penalties under the Code (the
“Penalties™), the JEA Group shall pay to such Participant an amount equal to the full amount of
the Penalties. Such payment is intended to place the Participant in the same economic position
such Participant would have been in if the Penalties did not apply and shall be calculated in
accordance with such intent. Notwithstanding anything to the contrary contained herein, the
JEA Group shall not make any Participant economically whole for Penalties caused by, relating
to or arising from such Participant’s breach of this Plan or any Award Agreement or such
Participant’s failure to comply with his or her obligations under Applicable Law.

Q) Compliance with Applicable Law. No provision of this Plan and/or any
Agreement shall be deemed to violate Applicable Law and this Plan and any Agreement shall be
interpreted in accordance with this intent.

(m)  Determinations. All determinations regarding the Performance Units, including
the amount of the Redemption Price, shall be made by JEA in its sole and absolute discretion in
accordance with the terms of this Plan and any Agreement, and shall be final, conclusive and
binding on all parties.

10

JEAQO769



(n) Section Headings. The headings in this Plan are inserted for convenience only
and shall not be deemed to constitute a part hereof nor to affect the meaning hereof.

[Remainder of Page Intentionally Lefi Blank]
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SCHEDULE A
[YEAR] REDEMPTION PRICE SCHEDULE

The Redemption Price shall increase by $100.00 per Performance Unit for each Value
Change Percentage increase of 1.00% in excess of the Challenge Value Target and shall decrease
by $0.50 per Performance Unit for each Value Change Percentage decrease of 1.00% below the
Threshold Value Target, but in no event shall the Redemption Price per Performance Unit be
less than $0.00.

For purposes of this Schedule A, the following defined terms shall mean:

(a) “Base Year Value” means ${AMOUNT].!

(b) “Challenge Value Target” means [PERCENT].?

(c) “Current Year Value” means, with respect to each Performance Period, the sum
of (i) JEA’s Net Position, as shown on JEA’s audited financial statements for such Performance
Period (or, in the case of a Recapitalization Event, JEA’s Net Position as shown on JEA’s
audited financial statements immediately following the Closing Date), (ii) the aggregate
consideration paid;-istributed—eredited directly or otherwise previdedtransferred to the City of
Jacksonville whether in cash or in-kind (excluding any public service taxes or franchise fees)
during the twelve (12)-month period prior to the end of the Performance Period, and (iii) the
aggregate consideration (including refunds, rebates and distributions) paid, distributed, credited
or otherwise provided to the customers of the JEA Group during the twelve (12)-month period
prior to the end of the Performance Period. For the avoidance of doubt, for purposes of
calculating the amounts in clauses (i), (ii) and (iii), any consideration and change in Net Position,
as applicable, in connection with the Recapitalization Event shall be taken into account.

(d) “Value Change Percentage™ means a percentage equal to the Current Year Value
divided by the Base Year Value.

(e) “Threshold Value Target” means [PERCENT].?

Any amounts paid, distributed, credited or otherwise provided in a form other than cash
shall be valued at the value ascribed to them in the documents governing, or if none, then at their
fair market value as determined by the Administrator in its sole discretion.

For the first performance period, this amount will be equal to the Current Year Value for fiscal year 2019 as
reflected on the audited financial statements when available.

For the first performance period, insert 110%.

For the first performance period, insert 100%.
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JEA BOARD MINUTES
July 23,2019

//

The JEA Board met in regular session on Tuesday, July 23, 2019, on the 19* Floor, 21
W. Church Street, Jacksonville, Florida. Present were April Green, Camille Lee-
Johnson, Alan Howard, Reverend Fredrick Newbill, Kelly Flanagan, and Andy Allen.

John Campion was absent and excused.

Agenda Jtem | = Welcome

The meeting was called to order at 9:00 AM by Chair April Green.
A Moment of Reflection was observed by all.

The Pledge of Allegiance was led by Chair Green.

Adoption of Agenda — The agenda was approved on motion by Vice Chair Newbill
and second by Mr. Howard.
Introductions were made by board members present, Aaron Zahn, and Lynne Rhode.

The Safety Briefing was given by Aaron Zahn, Managing Director/Chief Bxecutwe
Officer.

G. Sunshine Law/Public Records Statement — Lynne Rhode, Office of General
Counsel (OGC), stated this Board Meeting is being held in compliance with Florida's
Government in the Sunshine Law, §286.011. The complete statement can be found in
section L. F. of the Board package.

Agenda Item Il — Comments / Presentations

A. Comments from the Public — All information for speakers on file.

» Jennifer Stokes: JEA employee and PEA vice chair. Comments on Strategic
Planning. Asked that Staff keeps the employees in mind during decision making.

» Cathleen Crowe: JEA employee and President of AFSCME. Comments on
Strategic Planning. Invited the SLT and Board of Directors to a union meeting to
discuss their union’s contribution to JEA. ‘

« Ronnie Burris: Business Manager. of LIUNA Local 630 and JEA retiree.
Comments on Strategic Planning. Asked that thought is put into decisions that
are made and do whatever it takes to protect the employees.

» Jesse Ferraccio: Vice President of IBEW Local 2358 and JEA employee.
Comments on Strategic Planning. Asked that decisions made about the future of
JEA’s detriment of the employee and stated that they are more than wﬂlmg to
work with the SLT to protect the employees.

« Randy Hilton: President of PEA and JEA employee. Comments on Strateg:c
Planning.

B. Comments from Council Liaison — Councilman Danny Becton stated that he is
glad to be the liaison for the board. He also stated that JEA is a crossroad and it is
unacceptable to ignore the facts that we must innovate. He is looking forward to thls

opportunity.
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A"

enda It II - ion i i i

- Consent Agenda — used for items that require no explanation, discussion ot presentation
- and are approved by one motion and vote. On motion by Secretary Johnson and second
by Mr. Howard, Appendix A and Appendix B were approved.

Appendix A: Board Meeting Minutes May 28, 2019 — approved
Appendix B: Approval of Bond Counsel - approved

Monthly Reports and Updates — The following monthly reports and updates are
submitted to the Board as information only. These items require no explanation,
discussion, presentation or action. |

Appendix C: Monthly Financial Statements — received for information

Appendix D: Monthly FY19 Communications & Engagement Calendar and Plan |
Update — received for information |

Appendix E: Sole Source & Emergency Procurement/Procurement Appeals Board
Report —received for information

Appendix F: Corporate Campus Update — received for information

Monthly Financials and Operations Dashboard — Melissa Dykes, President/COO
discussed the details of financial dashboards, h:ghhghtmg some of the metrics. JEA ls‘m
the first quartile of residential customer satisfaction in the JD Power Residential Index
improved to 28 of 142 metrics for residential customer satisfaction amongst Natio 1al
utilities. JEA is in the second quartile of business customer satisfaction index, therefore
JEA will not meet that goal The water pressure metric is not hkely to be met as well. In
addition, capital spending is on track. Also nitrogen into the river is doing well; the last
12 months have been the lowest in the history of JEA. {

Strategic Planning — Aaron Zahn, Managing Director/CEO introduced the presentatlon
and the flow of presenters. Melissa Dykes, President/COO recapped the past
presentations and Lynne Rhode, Chief Legal Officer read the disclaimer. Ms. Dykés
stated that Scenario 2A shifts responsibility back to JEA but at the cost of operations. Ms
Dykes explained the sensitivity analysis and outlined the process and timeline of Scenario
2A. Highlighted the implementation plan located in the appendix. |

Mr. Zahn stated that he went out to speak to customers and they are actively investing in
alternative energy distribution. }

Herschel Vinyard, Chief Administrative Officer presented Scenario 2B, the analysis on the
constraints and the significant legal barriers. Mr. Vinyard explained what Public Policy i is
and the difficulties of competing in the private sector. Mr. Vinyard highlighted scveral
laws that make it difficult for JEA to compete. Mr. Vinyard asked that the Board of
Directors allow Staff to pursue the removal of legal barriers and allow Staff to come back

with a granular strategy in a few months. i

Ryan Wannemacher, Chief Financial Officer, presented Scenario 3. Mr. Wannemacher
stated that Scenario 2A and 2B puts JEA on a controlled declined shrinkage. Mr.
Wannemacher highlighted the options in Scenario 3. Scenario 3JA would give oWnershipﬁ
to the customers, Scenario 3B would consider an [PO, and Scenario 3C would be prwate
placement, Scenario 3D technology conversion, 3E oil and gas conversion, and Sccnano
3F would be utility conversion. Mr. Wannemacher stated the first priority is the employceI
Mr. Wannemacher provided a timeline and flow of a non-government structure. Mr
Wannemacher asked that the Board of Directors approve a minimum set of requirements
that must be achicved by any investor for recapitalization. Kevin Hyde of Foley & Lardner
joined the presentation to further explain the pension protection and providdd two
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. Council Auditor’s Office
Questions and Concerns on the Performance Unit Plan

Concerns:

. There is no cap to the value of a Performance Unit.

2. The value of a Performance Unit can be significantly impacted by a recapitalization eveat, base
rate changes, accounting changes, etc., which are generally not tied to employee performance.

3. There is no prohibition in the Plan to selting Performance Units after an award has been made
for a recapitalization event and the value of JEA and the Performance Unit is known.

4. The Administrator has the ability to delegate-all or any responsibilities to any member of JEA's
senior executive management, .

5. Exceptions to eligible employees are currently unlimited because the CEO can recommend and
the Administrator can approve participants that are not eraployees. We understand thatyou

were gaing to look inta this further to clarify the intent.
6. The CFO whoiis eligible to participate in the Plan is the one who is solely responsible for

calculating the Redemption Price. We understand that you were going to possibly have the

external auditors verify the calculation.
7. The Performance Period is tied to a timeframe that is different from the period by which Fg‘j
. (T

performance would be measured.
8. Select Office of General Counsef employees are allowed to participate in the Plan.

A7
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(other than 0 the CEQO) under the Plan o the CEQL The Committee Chair retains the
authorily 10 determine the number of Performance Units that may be allocated 10 the CEQO.

How many Performance Units must [ purchase to participate in the Plan?

You may purchase up to the maximum number of Performance Units allocated to you.
However, you may purchase less than all of the Performance Units that you have been
allocated.

If'you purchase none of the Performance Units alfocated to you. you will not participate in
the Plan and you will not be eligible to reccive the Redemption Price in exchange for your
Performance Units,

How is the Purchase Price determined?

Under the Plan, the Purchase Price will be no less than $10.00 per Performance Unit. HiA
has set the Purchase Price as $10.00 per Performance Lnit,

Will I be required to pay the Purchase Price for my Performance Units?

Yes. to purchase Performance Units under the Plan, you must pay the aggrepate Purchase
Price for the Performance Units you wish to purchase. The aggregate Purchase Price is
equal 10 $10.00 multiplicd by the number of Performance Units that you wish to purchase.

Example: 11 JEA allocates you five Performancee Units and you wish 0 purchase four
Performance Units, the aggregate Purchase Agreement will be equal o $40.00 ($10.00 x
four Performance Units). '

How do | pay the Purchase Price tor my Performance Units?

To pay the Purchase Price for the Performance Units that you wish to purchase. you must
clect to defer a portion of your pay equal w the aggregate Purchase Price for the
Performance Units you wish 1o purchase. You may elect to deter your pay in a lump sum
or cqual installments during certain payroll periods as selected by you.

‘To purchase Performance Units on January 15, 2020, you must elect to deler your pay by

no later than December 31, 2019, 1t you do not make this clection by December 31, 2019,
you will not be eligible to purchase Performance Units on January 13, 2020.

e -

Under what cireumstances wiil 1 lorleit the Purchase Price that | pay for my erlormance
Units?

I prior o the Vestag Date Gas doserbed o Q&N T3 o coployment swath 11\ s
weminated  Tor conse o dearied Bn QX0 0 w0 es sl emsiaake vour

caoles et with J1oV o ey resson, vor o wedd Toeleo the cntoe amonm o the Parchose
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Price that you paid for the Performance Units that have not vested as ol the date ol vour
termination or voluntary termination, as applicable. of employment.

When will | receive the Redemption Price tor my Performance Units?

The Performance Units will vest on the carlier 1o oceur o (a) the last day of the three-year

‘performance period (as described in Q&A 14) and (ii) the date on which a Recapitalization

Event (as described in Q&A 23) occurs (the “Vesting Date™). lixcept as otherwisce
described in Q&A 18, you must be employed with JEA on the Vesting Date for the
Performance Units to vest.  You will only receive the Redemption Price for vested
Performance Units. '

JEA will pay the Redemption Price to you for your vested Performance Units no later than
30 days afier the Redemption Price has been certificd by the Committee Chair as described
in Q&A 14. The amount of the Redemption Price will be reduced by applicable
withholding taxes.

How is the Redemption Price calculated?

The Redemption Price is calculated as set forth below based on a three-year performance
period (if a Recapitalization Livent occurs, the performance period will be shortened. and
the performance period will end on the closing date of such Recapitalization Event) (the

“Performance Period™).

The Performance Period will begin on January 135, 2020 and will ¢end on January 15, 2023

(the “2020/2023 Performance Period”). unless a Recapitalization Event occurs before

such date in which case the performance period will end on the date on which the closing
of the Recapitalization Event occurs.

The 2020/2023 Performance Period will be based on the following performance metrics:

The Redemption Price will increase by $100.00 per Performance Unit for each “Value
Change Percentage” increase of 1% in excess of the “Challenge Value Target™ and will
decrease by $0.50 per Performance Unit for cach “Value Change Percentage” decrease of
1% below the Threshold Value Target, but the Redemption Price will not be less than $0.00
per Performance Unit (the “*Redemption Price™).

o For the 2020/2023 Performance Period. the “Challenge Value Target™ will be 110%
and the “Threshold Value Target™ will be 90%.

o The "Value Change Percentage™ means a pereentage equal to the *Current Year Value™
divided by the “Base Year Value.™

s Current Yeur Value™ means, with respeet o the Performanee Period. the sum of {a)
JEA's Net Position. as shown on JEA's audited financial statemenms {or the
Performancee Periad (or, in the case of i Recapitalization Event. JEAs Net Position as
shown on JEA'S audited tinancial statements immediately following the closing date

v

ie 12181216 v 3
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Council Auditor's Office
Performance Unit Plan (PUP) Value in the Event of a Recapitalization of JEA
Category Base Yeor Value
— - wom. - - Performance Period| 2018-19¢ - . S
Netp 2,976,663,000
City Centribution) 132,802,000,

id to customers|
Tolal Base Ycar Value

Category - ____Rcenpitalization Event Cal
Performance Period TBD TBD TBD TBD TBD TBD
Net position| - - - - - . -
Net to City* 3,000,000,000 4,000,600,000 5,000,000,000 6,000,000,000 7,000,000,000 8,000,000,000
Net to C 400,060,000 400,600,000 400,000,000 400,000,000 400,000,000 400,000,000
Recapitalization Value 3,400,000,000 S 4400,000000 § 5400000000 S 6,400,000000 $  7,400,000,000 8,400,000,000
Category Value Change Perceatage Calculation
Value Change Percentage (VCP) 109.34% 141.50% 173.66% 205.82% 237.98% 270.14%
Challenge Value Target (CVT) 10.00% 110.00% 110.00% 110.00% 110.00% 110.00%
Threshold Value Target (TVT) 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Perccafage Above (Below) CVT (0.66%) 31.50% 63.66% 95.82% 127.98% 160.14%
| Category Redemption Price C
S100 per 1% Above CVT - 3,150.00 6,366,060 9,582.00 12,798.00 16,014.00
$10if VCP=TVT 10.60 - - - - .
{.50) for each 1% Below TVT] - - - - - -
Redcemption Price (Per PUP) 1000 S 315000 S 6,366.00 S 9,582.00 S 12,798.00 16,014.00
Category Redemption Cost to JEA
PUPs Authorized| 100,000) 100,000
PUPS (ssued 100,000
PUPs Issuc Revenue ($10 Issue Price) 1,000,000
PUPsCostto JEA $ 1,000,000 S 315,000,000 § 636,600,000 S 1,279,800,000 1,601,400,000
Amount to City 3,000,000,000 4,000,000,000 5,000,000.000 6,000,000,000 7,600,000,000 8,000,000,000
Net Cost of PUP to JEA - 314,600,000 635,600,000 957,200,000 1,278,800,000 1,600.400.000
Net toCity 3,000,000,000 3,686,000,000 4,364,400,000 5,042,800,000 5,721,200,000 6,399,600,000
Amount to PUPs Holders for Each Additional Billion - 315,000,000.00 321,600,000.00 321,600,000.00 321,600,000.00 321,600,000.00
% of Additional Billion to PUP holders 31.50% 32.16% 32.16% 32.16% 32.16%
*Amounts are based on JEA's Monthly Financinl for Sepiember 2019, which are unaudited.

~Future City contributions are not taken into account due not knowing the timing of when a Recapitalization Event will occur. This is a more conservative approach.,

JEAQO/88



JEAO789



JEAO790



JEAO791



[FC

JEA LONG-TERM PERFORMANCE UNIT PLAN
RECITALS:

WHEREAS, all Employces of JEA, a body politic and corporate under the laws of the State
of Florida and an independent agency of the Consolidated City of Jacksonville (*JEA™), perform
valuable services for the customers and citizens they serve;

WHEREAS, JEA provides a work environment which emphasizes safety and a positive
culture;

WLHIEREAS, JEA operates in a rapidly evolving business climate to provide energy, water
and wastewater utility services;

WHEREAS, JEA desires to recognize the past and continued service of its Employees:;

WHEREAS, JEA desires to have long-term incentives, in accordance with its total
compensation philosophy approved by the Board in January 2019 and the compensation
framework approved by the Board in June 2019, that motivates Employees to drive the customer,
community and environmental value of JEA;

WHEREAS, in recognition of the Employees obtaining performance standards that shall
be individually determined and evaluated based on the Employees’ proportionate contribution to
JEA, JEA desires to allow Employees to participate in a long-term performance unit plan on the
terms and conditions set forth herein; and

WHEREAS, except as otherwise recommended by JEA’s Chief Executive Officer and
approved by the Administrator, all Fmployees are eligible (0 participate in the plan.

SECTION 1
PURPOSE

(a)  The purpose of this JEA Long-Term Performance Unit Plan (this “Plan”) is to
provide a means by which employees of JEA may be given incentives to (i) remain with JEA, (ii)
drive value for customers, (jii) drive value for the community of North East Florida, (iv) dme
: cnuronmemal value, and (\) drive financial value for JEA and the City of Jacksonvillc.

(b)  JEA hereby seeks to retain the services of Employees and to prowde incentives for
such Employees to exert maximum efforts for the success of JEA and for the benefit of JEA's
customers and the community it serves and the City of Jacksonville.

SECTION 2
CERTAIN DEFINITIONS

As used in this Plan, the following terms shall have the meanings given to them in this
Section 2. Certain other terms are defined elsewhere in this Plan.

JEAQ0792
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(2) “Administrator” means the Chair of the Compensation Committee of the Board
and, following a Recapitalization Event, the entity designated in the definitive agreement enfered
into in connection with such Recapitalization Event to act as the representative of JEA's interests
under such agreement (and, in the absence of such a designation, the Chair of the Board).

(b)  “Agreement” means a Long-Term Performance Unit Agreement in the form
prescribed by the Administrator for the purchase of Performance Units under this Plan.

(©) “Applicable Law™ means any constitution, law, statutc, ordinance, rule, regulation,
regulatory requirement, code, order, judgment, injunction or decree enacted, issued, promulgated,
enforced or entered by a federal, state, provincial or local government or other political subdivision
thereof, any entity, authority or body exercising exccutive, legislative, judicial, regulatory or
administrative functions of any such government or political subdivision.

(d)  “Board” mears the Board of Directors of JEA.

(¢) “Cause”™ means (x) in the case where a Participant has an employment agreement.
consulting agreement or similar agreement in effect with JEA at the time of purchase of the
Performance Units that defines a termination for “cause™ (or words of like import). “cause” as
defined in such agreement or (v} in the case where a Participant does not have an employment
agreement, consulting agreement or similar agreement in effect with JEA at the ume of purchase
of the Performance Units or where there is such an agreement but it does not define “cause™ (or
words of like import):

{1 the Participant has been convicted ot pled guilty or no contest to or entered
into a plea agreement with respect 1o, (A) any telony under Applicable Law or (B) any
critme involving dishonesty or moral turpitude:

(ii)  the Participant has engaged in (A) any willful misconduct or gross
negligence or (B) any act of dishonesty, violence or threat of violence, in cach case with
respect to this clause {B), that would reasonably be expected to result in & material injury
to the JEA Group; ’

(iii)  the Participant willfully fails to pertorm the Participant’s duties to the JEA
_Group and/or willfully fails to comply with lawtul directives of the Board:

(iv) - the Participant materially breaches any term of any contract to which the
Participant and any member of the JEA Group is a pariy; or

(v)  the Participant materially breaches any term of this Plan and’or his or her
Agreement;

provided that, with respect to clauses (iii). (iv) and (v) and if the event giving rise to the
claim of Cause is curable, JEA provides written notice to the Participant of the event within thirty
(30) days of JEA learning of the occurtence of such event, and such Cause event remains uncured
fifteen (15) days afier JEA has provided such svritten notice: provided further that any termination

3]
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of the Participant’s employment for “Cause” with respect to clause (iii), (iv) or (v) occurg no later
than thirty (30) days following the expiration of such cure period.

Notwithstanding the foregoing, to the extent that this definition of “Cause” is inconsistent
with a definition of “cause™ (or words of like import) in any applicable and lawful collective
bargaining agreement or the applicable and lawful Civil Service and Personnel Rules and
Regulations of the City of Jacksonville (the “Civil Service Rules™), the definition of “cause” (or
words of like import) in such collective bargaining agreement or the Civil Service Rules shall
control.

® losmg Date™ means the date on which the Recapitalization Event occurs.

‘ (8 “Code” means the Internal Revenue Code of 1986. as amended, and the rules,
regulations and guidance issued thereunder.

(h)  “Deferral Elcction” means an election by an Employee under the Agreement to
defer pay to purchase Performance Units under this Plan, payable for services to be performed in
calendar years beginning afier the date the Election Notice becomes irrevocable. An Employee
shall make a new Deferral Election with respect to each Performance Period to the extent that such
Employec is eligible to participate in this Plan for such Performance Year.

(i) “Disability”™ means (i) if JEA provides long-term disability insurance to its

emplovees generally and if JEA's long-term disability plan defines the term “disability,” then the

same meaning as in JEA's long-term disability plan or (ii) it JEA does not provide long-term
disability insurance to its cmployees generally, a condition that renders a Participant unable to
engage in substantial gainful activity by reason of any medically determinable physical or mental
_ impairment as determined by JEA's absence management vendor: provided, however, that the

absence management vendor has no obligation to investigate whether Disability exists, unless the

Participant or representative thereof puts JEA on notice within ninety (90)-days after the
Participant’s termination of employment.

o “Election Notice™ means the notice or notices established from time to time by the
Administrator for making Deferral Elections under this Plan. The FElection Notice shall include
the amount of compensation to be deferred and the number of Performance Units to be purchased
(subject to any minimum or maximum amounts set forth herein). Each Election Notice shall

become mevocablc as of December 3 1st of the calendar year immediately preceding the calendar .

year in which the Purchase Date occurs (or such earlier date as determined by the Administrator).

k) “Employee” means, except as otherwise recommended by JEA’s Chief Exccutive
Officer and approved by the Administrator, any full-time employee of the JEA Group who has
been employed by any member of the JEA Group for at least three (3) months prior to the Purchase
Date or any full-time attorney from the Office of the General Counscel of the City of Jacksonville
who is dedicated exclusively to JEA for at least three (3) months prior to the Purchase Date.

() “Involuntary Termination” means, with respect to a Participant. a termination of

the Participant’s employment by any member of the JEA Group without Cause or duc to such
"Participant’s death or Disability. :

JEAQ794



i '/—\:

~

(m) “JEA Group” means JEA and its affiliates, assigns, subsidiaries and successors.

(n)  “Participant” means any Employee who makes a Deferral Election to purchase
Performance Units under this Plan.

(0)  “Performance Period™ means a three (3)-year period used to measure the Value
Change Percentage beginning on the applicable Purchase Date and cnding on the earlier of the
third anniversary of the Purchase Date or Closing Date.

(p)  “Performance Unit"™ means a bookkeeping entry representing a potential right to
receive a payment under this Plan.

(@)  “Purchase Date” means the date on which Performance Units are purchased by
Participants under this Plan, which shall be each January 15th of the calendar year following the
calendar year in which JEA’s annual financial statements audit is completed (or, if January 15th
falis on a weekend or a holiday, the next business day thereafter). The first Purchase Date under
the Plan shall be January 15, 2020.

() “Purchase Price™ means the price to be paid by a Participant for each Performance
Unit under this Plan which shall be no less than $10.00 per Performance Unit.

{s) ~ “Recapitalization Event” means the closing and [unding of a transaction or a scries
ol'related transactions in accordance with Article 21 of the Charter of the City of Jacksonville and
any other Applicable Law that results in either () unencumbered cash proceeds to the City of
Jacksonville of at least Three Billion Dollars (33.000.000.000) or (ii) at least tifty percent (30%0)
of the net depreciated property, plant and cquipment value of either JEA's electric system or JEA's
water and wastewater system being transferred. assigned. sold or otherwise disposed of.

(t) “Redemption Price™ means a price per Performance Unit payable by JEA to each
Participant calculated in accordance with the redemption price schedule substantially in the form
attached hereto as Schedule A (the “Redemption Price Schedule™); provided. however, that if the
Threshold Value Target (as defined on Schedule A attached hereto) set torth on the Redemption
Price Schedule is not attained during the applicablc Performance Period, the Redemption Price for
such Performance Period may be reduced to $0. The Redemption Price shall include the Purchase
Price per Performance Unit,

(uw) - “Retirement Eligible Emplovee™ means an Employee who has attained one of the
retirement milestones as described in the General Employees Retirement Plan.

(v)  “Vesting Date” means the earlier to occur of (i) the first anniversary of the last day
of the Performance Period and (ii) the date on which a Recapitalization Event occurs. '

SECTION3
ADMINISTRATION; CERTIFICATION

(a)  Appointment: Delegation. This Plan shall be interpreted and administered by the
Administrator, whose actions shall be tinal and binding on all persons. including the Participants.

4
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The Administrator may delegate all or any of its responsibilities hereunder to the Board, a
committee of the Board or any member of JEA’s senior executive management.

) Powers. The Administrator, in its sole but reasonable discretion, shall have the
power, subject to, and within the limitations of, the express provisions of this Plan:

@) to determine whether any individual has status as a Participant, the number
of Performance Units that may be purchased by a Participant. and whether a Participant is
entitled to payment hereunder;

(i)  to determine for a Participant any additional terms and conditions of

participation in this Plan not inconsistent with the terms of this Plan, which such additional

terms and conditions shall be set forth in the Agreement;

(ili) to certify whether or not the performance metrics set forth on the
Redemption Price Schedule for the applicable Performance Period have been attained.
including whether or not the Value Target for the applicable Performance Period has been
attained;

(iv)  to establish procedures to allow Employees to make deferral elections
(provided that such procedures shall be designed to comply with requirements of
Applicable Law);

(v)  totake all other action as may be required hereunder; and
(vi) to interpret this Plan.

Notwithstanding the foregoing, JEA's Chicl Financial Ofticer shall determine the amount
of the Redemption Price.

(c) Certification. As soon as practicable following the completion of JEAs financial
statements audit for the applicable Pertormance Period and in no event later than thirty (30) days
following the end of such Performance Period. the Administrator shall certify in writing the Valuc
Change Percentage as set torth on the applicable Redemption Price Schedule for such Performance
Period. Notwithstanding the foregoing, if a Recapitalization Event occurs. the Administrator shall
" centify in writing the Value Change Percentage as set forth on the applicable Redemption Price
Schedule -for. such Performance Period no later than thirty (30) days following* such
Recapitalization Event. '

SECTION 4
EFFECTIVE DATE; NUMBER OF PERFORMANCE UNITS

(a) Effective Date. This Plan is effective as of July 23, 2019 (the “Effective Date™).

(b)  Performancc Unit Limit. The aggregate number of Performance Units which may
be purchased by Participants under this Plan is one hundred thousand (100,000) Performance
Units.
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SECTION 5
-VESTING; REDEMPTION PRICE

(@) Agreement. Each Performance Unit purchased under this Plan by a Participant
shall represent a contractual right to reccive, on the terms and subject to the conditions of this Plan
and the applicable Agreement evidencing such purchase, payments under this Plan on the terms
and subject to the conditions of this Plan. »

(b)  Number of Units. The number of Performance Uniis purchased by each Participant
shall be sét forth in such Participant’s Agreement.

(¢}~ Time of Purchase. On or before the Recapitalization Event, upon the conclusion of
JEA’s annual financial statements audit. Employces may purchase Performance Units on an annual
basis. Following the Recapitalization Event, no Performance Units may be purchased.

(d) Vesting Schedule. The Performance Units purchased by any Participant shall vest
on the Vesting Date if a Participant’s cmployment with any member of the JEA Group had not
previously terminated. Notwithstanding the foregoing, in the event of a Participant’s Involuntary
Termination prior to the applicable Vesting Date, such Participant shall be eligible to receive all
of his or her Performance Units and such Performance Units shall vest on the Vesting Date. Any
amount payable to a Participant pursuant to the foregoing sentence shall be paid to such Participant
at the same time as the Redemption Price for the Performance Units (to the extent unpaid) would
have been paid had there been no termination of employment.

() Forfeiture. Unvested Performance Uaits held by a Participant whose employment
with any member of the JEA Group is terminated prior to the applicable Vesting Date shall be
forfeited for no consideration (but only after giving eftect to any vesting pursuant to Section 5(d)).
Performance Units forfeited pursuant to the preceding sentence may be available for purchase by
other -Participants. If a Participant forteits all or any of his or her Performance Units. he or she
shall be refunded the Purchase Price paid by such Participant for such Performance Units:
provided, however, that any forfeiture due to termination for Cause or resignation shall result in a
forfeiture of unvested Performance Units and the Purchase Price paid for such Performance Units.

(3] Retirement Eligible Employees. Notwithstanding Section 5(d), if a Participant
becomes a Retirement Eligible Employee prior to the applicable Vesting Date and such Participant
retires from employment with any member of the JEA Group prior to the Applicable Vesting Date,
such Participant’s Performance Units shall vest on the applicable Vesting Date. Any amount
payable to a Participant pursuant to the foregoing sentence shall be paid to such Participant at the
same time as the Redemption Price for the Performance Units (to the extent unpaid) would have
been paid had the Participant not retired from employment. The Administrator shall determine in
its sole and absolute discretion whether a Participant’s termination shall qualify as a retirement for
pucposes of this Section 5(f).

(g) Redemption Price. On the applicable payment date, cach Participant shall receive
an amount equal to the number of his or her vested Performance Units multiplied by the
Redemption Price per Performance Unit.
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, SECTION 6 o :
PURCHASE OF PERFORMANCE UNITS; PAYMENT AND DISTRIBUTIONS

(@)  Purchase of Performance Units. To receive a Purchase Price under this Plan, a
Participant must pay to JEA a Purchase Price for each Performance Unit that he or she would like
to purchase. To pay the Purchase Price for a Performance Unit, an Employee must elect to defer
a portion of his or her pay by complecting an Election Notice and tiling it with the Administrator
no later than December 3 1st of the calendar year immediately preceding the calendar year to which
the Deferral Election relates. The Election Notice must specify the amount of pay that the
Employee would like to defer (such pay must be payable for services rendered in a calendar year
beginning after the date the Election Notice becomes irrevocable) and the number of Performance
Units that such Employce would like to purchase. The Administrator shall notify each Employee
of the maximum number of Performancé Units that the Employcc is eligible to purchase (it being
understood that an Employee may not defer an amount of pay in excess of the aggregate Purchase
Price for the maximum number of Performance Units that may be purchased by such Employee).

(b)  Payments. On the terms and subject to the conditions set forth in this Plan and any
Agreement, a Participant who holds vested Performance bnits as of the applicable Vesting Date
- shall be entitled to receive the Redemption Price for such Performance Units. Payments shall be
made to the Participants no later than thirty (30) days following the date on which performance is
certified pursuant to Section 3(c).

SECTION 7 ’
CONDITIONS TO RECEIPT OF PAYMENT

A Participant’s right to receive a payment in consideration for his or her Performance Units
is conditioned on his or her execution of an Agrecment and all of the following: (a) the
Participant’s continuous cmployment with any member of the JEA Group through the Vesting
Date (except as set forth herein), (b) the Participant’s execution and non-revocation of a release of
claims in favor of the JEA Group (“Release™) in a form reasonably satisfactory to JEA, (c) the
Employee's compliance with the covenants set forth in the Agreement, and (d) satisfaction of the
- conditions set forth in Section 215.425(3), Florida Statutes. Within sixty (60) days prior to the
anticipated payment date, JEA shall deliver the Releases to the Participants and, to the extent
required by Applicable Law, the Participants shall have twenty-one (21) or forty-five (45) days
from the datc of the Releases are delivered to the Participants to review the Releases and an -
additional seven (7) days to revoke the Releases. Each Participant must have .exccuted an
irrevocable Release prior to the applicable payment date to receive any payment in respéct of his
or her Performance Units (it being understood that a Participant shall only be required to execute
one Release prior to the first payment date for payments outside of a Recapitalization Event).

SECTION 8
AMENDMENT AND TERMINATION OF PLAN

(a) General. This Plan (including the template Redcmption Price Schedule attached
hereto and any Redemption Price Schedule created for specific Performance Periods) may be
amended or terminated at any time or from time to time by the Board; provided, however, that no

7
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such amendment or termination shall impair the then-existing rights of a Participant with regard
to this Plan without such Participant’s written consent.

(b) Final Distribution. This Plan shall automatically terminate upon the payment or
distribution of all amounts owed to all Participants under this Plan following a Recapitalization
Event.

SECTION 9
- MISCELLANEOUS

(1)  Rounding. All payments provided under this Plan shall be rounded down to the
nearest whole cent. :

(b)  Tax Withholding. The JEA Group shall be entitled to make deductions from the
payments hereunder in respect of any applicable income and employment tax, up to the maximum
amount permitted by Applicable Law, subjeut to the JEA Group's normal withholding procedures.

(¢) Unfunded Plan. This Plan is intended to constitute an “unfunded™ program, and no
amounts shall be set aside to fund any payments hereunder prior to the end of the Performance
Period. JEA's obligations under this Plan are unfunded and unsecured, and the Participants have
no rights other than thosc of general unsecured creditors of the JEA Group with respect to any
payment hereunder.

(d)  Sections 409A and 437(H). This Plan and any Agreement are intended 10 provide
payments that are exempt from Sections 409A and 437¢) of the Cade (~Code Sections 409 and
457(£)"), or alternatively that comply with Code Sections 409A and 437(f), and the terms ol this
Plan and any Agreements shall be construed and administered in a manner that is exempt from or
in compliance with Code Sections 409\ and 437(f), as appropriate. Lach payment hereunder is
- intended to be treated as one of a series of separate payments for purposes of Code Sections 409A
and 457(f). Notwithstanding anything herein to the contrary, no amendment may be made to this
Plan or any Agreement if it would cause this Plan, any Agreement or any payment hereunder or
thereunder not to be in compliance with Code Sections 409A and 437(1).

(&) Successors and Assigns. This Plan and any Agrcement shall be binding on and
shall inure to the benefit of JEA and its successors (including any organization that succeeds to
substanuall) all of the assets and business of JEA) and assigns. and the term “JEA™ whenever used
* in this Plan and any Agreement shall mean and include any such successors or assigns. Neither
this Plan nor any Agreement nor any right or interest hereunder or thereunder shall be assignable
or transferable by any Participants or their beneficiaries or legal representatives, except by will or
by the laws of descent and distribution. Notwithstanding the foregoing, in the event of the death
of a Participant, payments that otherwise would have been made to the Participant shall instead be
made to the Participant’s estate.

® Governing Law. All questions conceming the construction, validity and
interpretation of this Plan and any Agreement shall be governed by the laws of the State of Florida,
applicable to contracts to be exccuted and performed entirely therein, regardless of the laws of any
other jurisdiction that might otherwise govern due to applicable contlicts of laws principles.

8
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(g) . Arbitration. Except for suits seeking injunctive relief or specific performance or.as

otherwise prohibited by law, the parties hereby agree that any dispute, controversy or claim arising -

out of, connected with and/or otherwise relating to this Plan and/or any Agreement and the
arbitrability of any controversy or claim relating hereto shall be finally settled by binding
arbitration. The parties hereby knowingly and voluntarily waive any rights that they may have to
ajury trial for any such disputes, controversies or claim. The parties agree 1o resolve any dispute
arising out of this Plan and/or any Agreement before the American Arbitration Association (the
“AAA") in accordance with the AAA’s then existing National Rules of Resolution of Employment
Disputes. The arbitration shall be administered by the AAA and the hearing shall be conducted in
Duval County of the State of Florida before a neutral arbitrator, who must have been admitted to
the practice of law for at least the last ten (10) years (the “Arbitrator”). Each party further agrees
to pay its or his own arbitration costs, attorneys" fees, and expenscs, unless otherwise required by
the AAA’s then-existing arbitration rules. The Arbitrator shall issue an opinion within thirty (30)
days of the final arbitration hearing and shall be authorized to award reasonable attorneys’ fees to
the prevailing party, which decision of the Arbitrator shall be final, conclusive, unappealable and
binding on the parties. Subject to Applicable Law, the arbitration proceeding and any and all
related awards, relicf or findings shall be confidential, except that any arbitration award may be
filed in a court of competent jurisdiction by either party for the purpose of enforcing the award.

(h)  Survival. The provisions of this Plan and any Agreement that are intended to
survive this Plan and any Agreement and to survive the Participant’s termination of employment
shall survive in accordance with their terms.

(i) Severabilitv. If'any provision of this Plan or any Agreement becomes or is deemed
invalid, illegal or unenforceable in any applicable jurisdiction by reason of the scope, extent or
duration of its coverage, then such provision shall be deemed amended to the minimum extent
necessary to conform to Applicable Law so as to be valid and enforceable or. if. such provision
cannot be so amended without materially altering the intention of the parties, then such provision
shall be stricken and the remainder of this Plan or any Agreement (as applicable) shall continue in
full force and effect. ‘

(i)  Collcctive Bargaining; Civil Service Rules. [for as required, JEA shall collectively
bargain this Plan and/or any Agreement with unions representing covered bargaining unit
employees of JEA. This Plan and any Agrecment shall not be interpreted to be inconsistent with
the Civil Service Rules, as applicable.

(k) - Penalties. In the event that any payments under this Plan and/or any Agreement to
any Participant are subject 10 any cxcise tax, interest or penalties under the Code (the “Penalties”),
the JEA Group shall pay to such Participant an amount equal to the full amount of the Penalties.
Such payment is intended to place the Participant in the same economic position such Participant
would have been in if the Penalties did not apply and shall be calculated in accordance with such
intent. Notwithstanding anything to the contrary contained herein, the JEA Group shall not make
any Participant economically whole for Penalties caused by, relating to or arising from such
Participant’s breach of this Plan or any Award Agrecment or such Participant’s failure to comply
with his or her obligations under Applicable Law.
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‘ ()  Compliance with Applicable Law. No provision of this Plan and/or any Agreement
shall be deemed to violate Applicable Law and this Plan and any Agreement shall be interpreted
in accordance with this intent.

(m)  Determinations. All determinations regarding the Performance Units, including the
amount of the Redemption Price, shall be made by JEA in its solc and absolute discretion in

.accordance with the terms of this Plan and any Agreement, and shall be final, conclusive and

binding on all parties.

(n) Section Headings. The headings in this Plan are inserted for convenience only and
shall not be deemed to constitutc a part hereof nor to aftect the meaning hereof.

[Remainder of Puge Intentionally Left Blank]
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SCHEDULE A

[YEAR] REDEMPTION PRICE SCHEDULE

The Redemption Price shall increase by $100.00 per Performance Unit for each Value
Change Percentage increase of 1.00% in excess of the Challenge Value Target and shall decrease
by $0.50 per Performance Unit for each Value Change Percentage decrease of 1.00% below the
Threshold Value Target, but in no event shall the Redemption Pricc per Performance Unit be less
than $0.00. h

For purposes of this Schedule A, the following defined terms shall mean:
(a)  “Base Year Value™ means SfAMOUNT].!

(b) “Challenge Value Target” means [PERCENT].2

(c) “Current Year Value™ means, with respect to cach Performance Period, the sum of
(i) JEA's Net Position, as shown on JEA's audited financial statements for such Performance
Period, (ii) the aggregate consideration paid, distributed, credited or otherwise provided to the City
of Jacksonville whether in cash or in-kind (excluding any public service taxes or franchise fees)
during the twelve (12)-month period prior to the end of the Performance Period, and (iii) the
aggregate consideration (including refunds, rebates and distributions) paid. distributed, credited or
otherwise provided to the customers of the JEA Group during the twelve (12)-month period prior
to the end of the Performance Period. For the avoidance of doubt. for purposes of calculating the
amounts in clauses (i). (ii) and (iii), any consideration and change in Net Position, as applicable.
in connection with the Recapitalization Event shall be taken into account.

(d)  “Value Change Percentage™ means a percentage equal to the Current Year Value
divided by the Base Year Value.

(¢)  “Threshold Value Target” means [PERCENT].?

Any amounts paid. distributed. credited or otherwise provided in a form other than cash
shall be valued at the value ascribed to them in the documents governing. or if none, then at their
fair market value as determined by the Administrator in its sole discretion.

! For the first performance period. this amount will be equal to the Curreat Year Value for fiscal year 2019 as
reflected on the auditad financial statements when available.

* For the first performance period, insert [10%.
3 For the first performance period, insert 100%.

A-1
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THIS LONG-TERM PERFORMANCE UNIT AGREEMENT (this “Agreement”) is

"made effective as of the [ ] day of | ], 2019, by and between JEA, a body politic and

corporate under the laws of the State of Florida and an independent agency of the Consolidated
City of Jacksonville (“JEA™), and | ] (the “Participant™).

RECITALS:

WHEREAS, all Employees perform valuable services for the customers and citizens they
serve; ‘

WHEREAS, JEA provides a work environment which emphasizes safety and a positive
culture; .

WHEREAS, JEA operates in a rapidly evolving business climate to provide energy, water
and wastewater utility services;

WHEREAS, JEA desires to recognize the past and continued service of its Employees;

WHEREAS, JEA desires to have long-term incentives, in accordance with its total
compensation philosophy approved by the Board in January 2019 and the compensation
framework approved by the Board in June 2019, that motivates Employees to drive the customer,
community and environmental value of JEA;

WHEREAS, in recognition of the Participant obtaining performance standards that shall
be individually determined and evaluated based on the Participant’s proportionate contribution to
JEA, JEA desires to allow the Participant, and Participant desires, to participate in JEA’s Long-
Term Performance Unit Plan (the “Plan™) on the terms and conditions set forth herein; and

WHEREAS, except as otherwise recommended by JEA's Chief Executive Officer and
approved by the Administrator, all Employees are eligible to participate in the Plan.

NOW THEREFORE, in consideration of the mutual covenants and agreements contained in
this Agreement, and for other good and valuable consideration, the receipt and legal sufficiency of
which are hereby acknowledged, JEA and the Participant agree as follows:

- 1. Certain Definiﬁons; Incorporation by Reference. Capitalized terms used herein but not
defined shall have the meanings given to such terms in the Plan. The terms of the Plan are’hereby
incorporated by reference.

2. Deferral Election. Pursuant to the terms of the Plan, the Participant hereby elects to defer
the amount of his or her pay as set forth on Schedule I attached hereto in accordance with this
Agreement, which shall be used to purchase the number of Performance Units set forth on

- Schedule [ attached hereto. The Participant’s pay shall be deferred in a lump sum or equal

installments during the payroll periods as selected by the Participant in the foregoing sentence and
the Participant’s pay-for-performance pay shall be deferred at the time such pay would have
otherwise been paid but for the Deferral Election. The Participant acknowledges and agrees that
(a) he or she has read and understands the terms of the Plan and this Agreement and agrees to all
of its terms and conditions, (b) any amounts that Participant defers hereunder are unfunded and

[ID NUMBER]
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unsecured and subject to the claims of JEA’s creditors in the event of JEA’s insolvency, (c) the
Participant may consult with his or her own tax advisor regarding the tax consequences of
participating in the Plan and making this election and (d) the Participant may forfeit the entire
amount of the Purchase Price with no consideration.

3. Payment of Redemption Price. The Performance Units shall vest in accordance with the

terms of the Plan and JEA shall pay to the Participant a cash lump sum equal to the product of the
number of vested Performance Units multiplied by the Redemption Price per Performance Unit in
accordance with the terms of the Plan. For the avoidance of doubt, in no event shall the Participant
be entitled to receive any amounts in excess of the value of the Redemption Price per Performance
Unit (other than salary and other compensation (including any retention arrangements) approved
by the Board in the normal course) under this Agreement.

4. Conditions to Receipt of the Performance Units. The Participant’s right to retain the
Performance Units and receive payment of the Redemption Price per Performance Unit is
conditioned on his or her execution of this Agreement (including the completion and execution of
Schedule T attached hereto) and all of the following: (a) the Participant’s continuous employment
with any member of the JEA Group through the Vesting Date (except as set forth in the Plan); (b)
the Participant’s execution and non-revocation of a release of claims in favor of the JEA Group in
a form reasonably satisfactory to JEA; and (c) the Participant’s compliance with the covenants set
forth in Section 5 of this Agreement. If the Participant breaches or threatens to breach any of the
covenants in Section 5, the Participant shall forfeit any Performance Units that have not vested in
accordance with Section 5(d) or Section 5(f) of the Plan (except JEA shall refund to Participant
the aggregate Purchase Price of such Performance Units).

5. Covenants. The Participant shall comply with the following covenants:

THIS SECTION 5 IS NOT INTENDED TO USURP THE PARTICIPANT’S RIGHTS,
DUTIES OR RESPONSIBILITIES AS A CITIZEN OF THE STATE OF FLORIDA;
HOWEVER, THIS SECTION 5 IS INCLUDED TO ENSURE THAT JEA AND ITS
EMPLOYEES, AGENTS AND REPRESENTATIVES COMPLY WITH ITS AND THEIR
CONFIDENTIALITY OBLIGATIONS UNDER APPLICABLE LAW, INCLUDING, BUT

NOT LIMITED TO, LAWS GOVERNING THE DISCLOSURE OF MATERIAL NON-

PUBLIC OR CONFIDENTIAL INFORMATION.

(a) Cooperation. The Participant shall throughout the Performance Period: (i) devote
best efforts to faithfully discharge his or her duties, obligations and responsibilities 6n behalf of
the JEA Group as those duties, obligations and responsibilities have been performed in the past or
as may be subsequently modified in writing by JEA and the Participant, (ii) provide full support
and cooperation in the best interests of the JEA Group and (iii) take no action that would be
considered contrary to the best interests of the JEA Group..

(b)  Confidentiality.

i Protection of Information. The Participant acknowledges and agrees that
the confidentiality provision contained in this Section 5(b) is essential to protect JEA’s
goodwill, the value of JEA’s business and assets and the investor relations that JEA has

2
[ID NUMBER]
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expended significant resources to develop. Subject to applicable limitations of Chapter
119 and Section 215.425(5), Florida Statutes, the Participant shall keep confidential the
Plan and this Agreement and their respective terms; provided that the Participant may
provide the Plan and this Agreement on a confidential basis to his or her legal counsel,
accountant, and/or tax advisor. In addition, atall times during the Participant’s relationship
with the JEA Group and thereafter, the Participant agrees to hold in strictest confidence
and not disclose Confidential Information to any individual, corporation, partnership,
association, trust or other entity or organization, including a government or political
subdivision or an agency or instrumentality thereof, without prior written authorization
from JEA, and not to use Confidential Information, except to perform the Participant’s
obligations to the JEA Group, until such Confidential Information becomes publicly and
widely known and made generally available through no wrongful act of the Participant’s
or of others who were under confidentiality obligations as to the item or items involved.
The Participant further agrees not to make any copies of Confidential Information, except
as authorized in writing in advance by JEA.

(ii)  Definitions. For purposes of this Agreement, “Confidential Information”
means information not generally known or available outside the JEA Group and
information entrusted to the JEA Group in confidence by third parties, including, without
limitation, all technical data, trade secrets, know-how, research, product or service ideas or
plans, software code and designs, developments, processes, formulas, techniques,
biological materials, mask works, designs and drawings, hardware configuration
information, information relating to employees and other service providers of the JEA
Group (including, but not limited to, their names, contact informatton, jobs, compensation
and expertise), information relating to suppliers and customers, information relating to
lenders, price lists, pricing methodologies, cost data, market share data, marketing plans,
licenses, contract information, business plans, financial forecasts, historical financial data,
budgets or other business information. Notwithstanding the foregoing, the JEA Group

rrecognizes the applicability of Chapter 119, Florida Statutes.

(iii)  Confidential Disclosure in Reporting Violations of Law or in Court Filings.
The Participant acknowledges and JEA agrees that the Participant may disclose
Confidential Information in confidence directly or indirectly to federal, state, or local
government officials, including, but not limited, to the Department of Justice, the Securities
and Exchange Commission, the Congress, and any agency Inspector General or to an
attorney, for the sole purpose of reporting or investigating a suspected violation of law or
regulation or making other disclosures that are protected under the whistleblower
provisions of state or federal laws or regulations. The Participant may also disclose
Confidential Information in a document filed in a lawsuit or other proceeding, but only if
the filing is made under seal. Nothing in this Agreement is intended to conflict with federal
law protecting confidential disclosures of a trade secret to the government or in a court
filing, 18 U.S.C. § 1833(b), or to create liability for disclosures of Confidential Information
that are expressly allowed by 18 U.S.C. § 1833(b).

[ID NUMBER]
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6. Entire Agrecment; Modification. This Agreement (including the Plan which is
mcorporated herein by reference) contains the entire understanding and agreement between the
parties relating to the Performance Units and supersedes and replaces all prior agreements,
understandings, discussions, negotiations and undertakings, whether written or oral, by or among
the parties with respect thereto (none of which remain of any force or effect). This Agreement,
including this Section 6, may be modified only by agreement in writing signed by both JEA and
the Participant.

1. Counterparts. This Agreement may be executed in two or more counterparts
(including via facsimile or .pdf file), each of which shall be deemed an original, but all of which,
when taken together, shall constitute one and the same instrument.

8. Waiver. Any failure of the Participant to comply with any of his or her obligations
_under the Plan and/or this Agreement may be waived only in writing signed by JEA’s Vice
President of Human Resources (or his or her delegate). Any failure of JEA to comply with any of
its obligations under the Plan and/or this Agreement may be waived only in writing signed by the
Pamc:pant No waiver of any breach, failure, right or remedy contained in or granted by the
provisions of this Agreement shall constitute a continuing waiver of a subsequent or other breach,
failure, right or remedy, unless the writing so specifies.

9. Right to Seek Counsel. The Participant acknowledges that the Participant has the
right to review this Agreement with legal, financial, and/or tax advisors of the Participant’s
choosing before signing it and that he or she was encouraged and advised to consult with such
advisors prior to signing it. -

10.  Non-Appropriation. The Participant acknowledges that, so long as and to the
extent such limitations are applicable, payments made by JEA pursuant to the Plan and this
Agreement after the fiscal year following the year in which this Agreement is signed shall be
contingent upon the existence of lawfully appropriated annual funds.

11. Section Headings. The section headings are included for convenience and are not

intended to limit or affect the interpretation of this Agreement.

[Signature page follows)

{ID NUMBER]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of
the date written below. '

JEA

By

Name: [@]
Title: [@] -

PARTICIPANT

Name: [©]

[Signature Page to Long-Term Performance Unit Agreement)
| [ID NUMBER]
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SCHEDULE I
Purchase of Performance Units and Deferral Election

Please complete the fol loWing in order to purchase Performance Units under the JEA
Long-Term Performance Unit Plan and this Agreement:

Participant Last Name: =~ : | (o]
Participant First Name: [o]
- No. of Performance Units Available for Purchase [°]

(the “Available Performance Units”):
Purchase Price per Performance Unit: $10.00

No. of Performance Units Participant Purchases:
(capped at the number of Available Performance Units):

Aggregate Purchase Price:
($10.00 x No. of Performance Units Participant Purchases)

I hereby elect to pay the Aggregate Purchase Price by defetring my pay as follows:

A. Thereby elect to defer S of my pay for services to be rendered in
{YEAR] in (check one):

Lump sum from pay to be paid during the payroll period on‘[DATF]

Equal installments from pay to be paid over the next [TWO] pay penods
commencmg with the payroll period on [DATE]

NAME SIGNATURE DATE

I-1
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" from: Rodda, Jeffrey

Sant Wednesday, Octobar 30, 2019 2:43 PM

To: Wannemacher, Ryan F. (wannif@®jea.com); Hall, Sherry

Ce Billy, Kyle; Reber, Heather, Taylor, Kim; Peterson, Phillip

Subject: - Questions for PUPs.

Rvan,v

You have these from before, but | am sending them again just in case,
Here are our questions:

What is the purpose of the PUP?
What makes PUPs a legal form of compensation for public employees in Florida?
What form of compensation are they {bonus, regular wages, etc.)?
How will any gains or losses be reported to the IRS?
is there a limit on how many PUPs an employee can purchase? What is the maximum? :
is there 3 distributlon plan that provides each employee first right of refusal to a specified number of PUPS
before their allotment is made available for other employees to purchase?
Can PUPs be granted to an employee at no cost?
Can a PUP be purchased by a Board member?
Is there a ceiling on the redemption value of a PUP?
10 What is the reason for Fimiting PUP purchases to paysoll deductions only?
11. Can the PUP purchase payment be deducted pre-tax?
12. What will JEA do with money paid in by employees to purchase PUPs?
13. Assuming there is not a recapitalization event, does it take 4 years for a PUP tovest?
14. How will the funds from the purchase{s) and the value of the PUPs be shown in the financial statements?
15. Are the nitrogen credits considered an in-kind contribution to the Clty? if s0, how/when is the value
determined?
16. What Is the assumed likelihood that PUPs will be pald in 2022?
17. Has any modeling been done to examine what the value might be at redemption?
18, What is the maximum cost to JEA?
15. If an employee breaks the covenants do they have to repay PUP payouts from previous performance periods?
20. What other lacal government entities/municipal utilitles use PUPs?
21. What is the JEA Group?
- 22. What is the reasan for including COJ OGC Attorney’s assigned to JEA as eligible participants?

pnswNE

10 0 N

Regards,

Jeff Rodda

Public Accounts Auditor
Office of the Council Auditar

117 West Duval Street
Suite 200

JEAO0810



lacksbnville, Florida 32202
Office: 904-255-5477
Direct: 904-255-5487

Fax: 904-255-5478 °
E-Mai: jrodda@col et
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Billy, Kyle :
_ I
From: h ~ Reber, Heather
Sent:  Thursday, Octeber 31, 2019 3:13 PM
To: wannrf@jea.com; Hall, Sherry; vinyht@jea.com
Ce: Billy, Kyle; Taylor, Kim; Peterson, Phillip; Rodda, Jefirey; Parks, Brian
Subject: PUP Meeting
Attachments: v Additional Questions and Inital Concems on the PUP.docx
Ryan, Sherry and Herschel,

Thank you all for coming over to meet with us today to discuss the Performance Unit Plan. Attached are our addltional
questions. Also included on the attachment are our initial concems regarding the Performance Unit Plan.

Thank you,

Heather Reber, C.P.A.
Council Auditor’s Office
P: 255-5486

JEA0812
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Council Auditor’s Office
Questions and Concerns on the Performance Unit Plan

Addlﬁonal Questions:

b B
2

50

N

10.

11.

12.

13.

Please provide updated copies of the Plan and Agreement.

Please provide a legal opinion from the Office of General Counsel on whether the Performance
Unit Plan only requires the approval of the JEA Board and does rot require City Council
approval.

Please provide a legal apinlon from the Office of General Counsel on whether the Performance
Unit Plan Is required to be collectively bargained. If not, what distinguishes the PUP from other
compensation or benefits?

Please provide what constitutes the 2018 “Cost to be recovered from future revenues” amount
of $808,096,000 on page 15 of the audited financial statements.

Have any exceptions to what is considered an eligible employee been recommended by the CEO
and approved by the Administrator? If so, who and what is the reason for the exception?
Please provide the Towers Watson study and any materials the compensation committee
reviewed which lead to the approval of the Performance Unit Plan.

Please provide the updated three year forecast that was mentioned in the meeting.

Please provide documentation regarding Florida Statute Section 215.425(3) on whether or not it
applies to the plan. if it does, have the requirements been met?

Please provide your calculation of the cost estimates for the Performance Unit Plan,

How will the revenue (i.e. the $10 from the employee) and the expense (the payout after
performance peried) be reflected in the financlal statements and impact net position?

Once determined, please provide the allgcation approved by the Administrator on how many
units can be purchased by an employee.

On Schedule A of the Plan, what is the intent of the last paragraph? (regarding paymentina
form other than cash)

Does an increase or decrease in the fuel rate/fuel revenues impact the value of a Perfarmance
Unit? Do additfons or withdrawals from the fuel rate stabilization fund impact the value of a
Parformance Unit?

14. Does an increase or decrease in other rates charged by JEA (i.e. environmental charge,

conservation etc.) impact the value of a Performance Unit?

15. During the meeting you had mentioned that you would look into the foltowing:

a. Willthe “In-kind” contributions be included in any of the redempllon price schedule
calculations?
b. What is the reason for including a provision that would have JEA pay any excise tax,
interest or penaities for employees?
¢. What will happen to forfeitad Performance Units?
- d. What happens if the OGC attorneys that are currently dedicated to JEA are

reassigned?

oVer
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Councll Auditor’s Office
Questions and Concerns on the Performance Unit Plan
Concerns:
1. Thereispocapto the value of a Performance Unit.

The value of a Performance Unit can be significantly impacted by a recapitalization event, base

rate changes, accounting changes, etc., which are generally not tied to employee performance.

There Is no prohibition in the Plan to selling Performance Units after an award has been made
for a recapitali2ation event and the value of JEA and the Performance Unit is known.

The Administrator has the ability to delegate all or any responsibllities to any member of JEA's
senior executive management.

Exceptions to eligible employees are currently unlimited because the CEO can recommend and
the Administrator can approve participants that are not employees. We understand that you
were going to lock into this further to clarify the inteat.

The CFO who is eligible to participate in the Plan is the one who Is solely responsible for

calculating the Redemption Price. We understand that you were going to possibly have the
external auditors verify the calculation.

The Performance Period is tied to a timeframe that is different from the period by which
performance would be measured.

Select Office of General Counsel employees are allowed to participate inthe Plan.

JEA(0814
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Billy, Kyle : -

From: " Taylor, Kim

Sent: " Wednesday, November 06, 2019 2:23 PM

To: : wannrf@jea.com; Hall, Sherry; vinyht®@jea.com

Cc: Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather
Subject: _ RE: PUP Meeting :

Good Afternoon,

1 just wanted to follow up on our questions regarding the PUPs. Can you please give us a status update on when you
anticipate we will get responses. Thank you.

Kim Taylor, CPA

Assistant Council Auditor

Council Auditor’s Office/City of Sacksonville
Ph: {804) 255-5488

Fax (304) 255-5478

From: Reber, Heather

Sent: Thursday, October 31, 2019 3:13 PM

To: wannrf@®jea.com; Hall, Shesry; yinvht@jea.com

Cc: Billy, Kyte; Taylor, Kim; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian
Subject: PUP Meeting

Ryan, Sherry and Herschel,

Thank you all for coming over to meet with us today to discuss the Performance Unit Plan. Attached are our additionai
questions. Also included on the attachment are our inltial cancerns regarding the Performance Unit Plan.

Thank you,

Heather Reber, C.P.A,
Councll Auditor's Office

P: 255-5486 ' '

JEAO0815
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Billz, K!Ie : :
From: ' Taylor, Kim
Sent: Thursday, November 07, 2019 1:08 PM
Ta: - wannri@jea.com
Ce: Bllly, Kyle; Peterson, Phillip; Rodds, Jeffrey; Parks, Briar; Reber, Heather; Hall, Sherry;
. vinyht@Jea.com
Subject: PUP Sample Calculation
Attachments: Performance Unit Calc Example for JEAXLSX
Ryan,

We wanted to send a sample calculation to you of the value of a Perfoarmance unit to make sure you agree with the

methodology and the calculation. Could you please provide us your comments on the attached example that compares
FYE 2018 to FYE 2015. Thank you in advance.

Kim

Kim Taylor, CPA

Assistant Council Auditor

Cauncil Auditor’s Office/City of Jacksonville -
Ph: {904) 255-5488

Fax {304) 255-5478

JEAO0816
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Accordingly, the Bosrd is cxpected to recommend one of the following five
options os a strategic direction for JEA:

I) Scenario #1: Status Quo Plan;

2) Scenario #2: Traditional Utility Response Plan;

3) Scenario #3: Community Ownership Plan;

4) Scenario #4: [nitial Public Offering (1PO) Plan; or,

5) Scenario #5: Swalegic Aliemmative from TTN 127-19.

Should the Board choose Scenarios 3, 4, or 5§ the Plan would be moot from
long-term incentive basis. Should the Board choose Scenario 1 or 2, the Plan has o
more appropriate role in driving employee behavior to increase customer, community,
environmental and ultimately financial valuc of JEA.

Please accept this letter as a final decision on this matter until further notice.
As always, JEA, and specifically the Plan Administrator, welcomes OGC input and
advice on how to appropriately administer the Plan absent a full implementation with

its cmployces.

Sincerely:
-
Aaron F. Zahn
Managing Director & Chiel Executive Officer
Ce:
JEA Board of Dircctors

JEA0820
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-Billy, Kyle : —

From: . " Taylor, Kim

Sent: Wednesday, November 13, 2019 3:22 PM

To; : wannrf@jea.com

Ce Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hall, Sherry;
vinyht@jea.com

Subject: RE: PUP Sample Calculation

Ryan,

Although we did get your emall easlier today concerning the PUPs, would you mind still confirming that the sample

_ calculation methodology is correct in the emall we sent you last Thursday.

Thank you,
Kim

Kim Taylor, CPA

Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville
Ph; {904} 255-5488

Fax (304) 255-5478

From: Taylor, Kim

Sant: Thursday, November 07, 2019 1:08 PM

To: wannrf@iea.com

Cc: Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hali, Sherry; vinyht@®jea com
Subjects PUP Sample Calcutation

Ryan,

We wanted to send a sample calculation to you of the value of a Performance unit to make sure you agree with the
methodology and the caltulation. Could you please provide us your comments on the attached example that compares
FYE 2018 to FYE 2015. Thank you in advance.

Kim

Kim Taylor, CPA . .
Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville

Ph: {904) 255-5488

Fax (904) 255-5478
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Kim

Kim Taylor, CPA

Assistant Council Auditor

Counci Auditar’'s Office/City of Jacksanville
Ph: (904) 255-5488

Fax (904) 255-5478

From: Taylor, Kim

Sent: Thursday, November 07, 2019 1:08 PM

To: wapnri@jea,com

Cc: Billy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hall, Sherry; vinvht@iea.com
Subject: PUP Sample Calculation

Ryan,

We wanted to send a sample calculation to you of the value of a Performance unit to make sure you agree with the
methodology and the calculation. Could you plaase provide us your comments on the attached example that compares
FYE 2018 to FYE 2015. Thank you in advance.

Kim

Kim Taylor, CPA

Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville
£h: (904) 255-5488

Fax {804) 255-5478

Florida has a very broad Public Records Law. Virtually all written communications to or from State and Local
Officials and employees are public records available to the public and media upon request. Any email sent to or
from JEA's system may be considered a public record and subject lo disclosure under Florida's Public Records
Laws. Any information decmed confidentiat and exempt from Florida’s Public Records Laws should be clearly
marked. Under Florida law, e-rnail addresses are public records. If you do not want your c-mail address released
in response to a public-records request, do not send electronic mail to this entity. Instead, contact JEA by phone
or in writing.
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Administrative Officer
Subject: RE: PUP Sample Cateulation .

[C\lemal Email - Exercise caution. DO NOT open attachments or click links from unknown scnders or
unexpected cmail.)

Ryan,

Although.we did get your email earlier today concerning the PUPs, would you mind still confirming that the sample
calculation methodology is correct in the email we sent you last Thursday.

Thank you,
Kim

Kim Taylor, CPA

Assistant Councli Auditor

Council Auditor’s Office/City of Jacksonville
Ph: (904) 255-5488 -
Fax (904) 255-5478°

From: Taylor, Kim

Sent: Thursday, November 07, 2019 1:08 PM

To:

Cc: 8illy, Kyle; Peterson, Phillip; Rodda, Jeffrey; Parks, Brian; Reber, Heather- Hall, Sherry; vinyht®iea.com
Subject: PUP Sample Calculation

Ryan,

We wanted to send a sample calculation to you of the value of a Performance unit to make sure you agree with the
methodology and the calculation. Could you please provide us your comments on the attached example that compares
FYE 2018 to FYE 2015. Thank you in advance.

Kim

Kim Taylor, CPA

Assistant Councll'Auditor

Council Auditor’s Office/City of-Jacksonville
Ph: (904) 255-5488.

Fax {904} 255-5478

Florida has a very broad Public Records Law. Virtually all written communications to or from State and Local
Officials and employees are public records available to the public and media upon request. Any email sent to or
from JEA’s systcm may bc considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and cxempt from Florida's Public Records Laws should be clearly
marked. Under Florida law, e-mail addresses are pubtic records. If you do not waat your e-mail address released

in Tesponseto a public-records request, do not send clectronic mail to this entity. Instead, contact SEA by phone
orin wrmng.
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From: Wanne_n-l;nf. Ryan F. - Chief Finantial Officer [mﬁm:wmméjeamm]

Seant: Wednesday, November 13, 2019 5:18 PM

" Tos Taylor, Kim

Ce: Bllly, Kyle; Peterson, Phililp; Rodda, Jeffrey; Parks, Brian; Reber, Heather; Hall, Sheny; Vinyard, Herschel T, - Chief
Administrative Officer
Subject: RE: PUP Sample Calculation

EXTERNAL EMAIL: This emall originated from a non-COJ emall address. Do nat click any links or open any attachments

unfess you trust the sender 2nd know the content is safe.

Attached is the updated spreadsheet. Your methodology is correct. | went ahead and filled in the table with FY2019
unaudited and our projected £Y2022 numbers so you can see how we are looking at It.

There was one formula ervor In cell C16 which I corrected in the attached spreadsheet.

Thank you,
Ryan

Ryan Wannemacher
Chief Financial Officer
Direct: (304) 665-7223

From: Taylor, Kim
Sent: Wednesday, November 13, 2019 3:21 PM

To: Wannemacher, Ryan F. - Chiaf Financial Officer

~QMMEMMMM&W :

Subject: RE: PUP Sample Calculation

{Extermal Email - Exercise caution, DO NOT upen attachments or click links from unknown senders or
unexpected email.)

Rfan. ‘ N

Although we did get your email earlier today concerning the PUPs viould you mind still confirming that the sample
cak:ulatuon methodology is correct in the email we sent you last Thursday.

Thank you,
Kim

Kim Taylor, CPA
Assistant Council Auditor
Council Auditor’s Office/City of Jacksonville
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Ph: (304) 255-5488
Fax (904) 255-5478

e cae seemr o e samman —s vee van, oo

me' Taylor, Klm _
Sent: Thursday, November 07, 2019 1:08 PM
‘g: muf@jeamm
Kyle; Peterson, Philllp; Rodda, Jefirey; Parks, Brian; Reber, Heather; Hall, Sh vi com
suhje:é PUP Sample Catculation ey vimhgles.

Ryan,

We wanted to send a sample calculation to you of the vatue of a Performance unit to make sure you agree with the
methodology and the calculation. Could you please provide us your comments on the attached example that compares
FYE 2018 to FYE 2015. Thank you in advance.

Kim

Kim Taylor, CPA

Assistant Council Auditor

Council Auditor’s Office/City of Jacksonville
Ph: (904) 255-5438

Fax (904} 255-5478

‘Florida has a very brond Public Records Law, Virtually all written communications to or from State and Local C )
Officials and employees are public records available to the public and media upon request. Any cmail sent to or -
from JEA's system may be considered a public record and subject to disclosure under Florida®s Public Records
Laws, Any information decmed confidential and exempt from Florida's Public Records Laws should be clearly
marked. Under Florida law, e-mail addresses are public records. If you do not want your e-mail address released
in fesponse to a public-records request, do not send electronic mail to this entity. Instead, contact JEA by phone
or in writing.

Florida has a very broad Public Records Law. Virtually all wrilten communications to or from State and Local
Officials and employees are public records available to the public and media upon request. Any email sent to-or
from JEA's system may be considered a public record and subject to disclosure under Florida’s Public Records
Laws. Any information deemed confidential and exempt from Florida's Public Records Laws should be clearly
marked. Under Florida law, e-mnil addresses are public records. If you do not want your e-mail address released
in fesponse to @ pubhc-records request, do not send clectronic mail to this entity. Instead, contact JEA by phone
or in writing.
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21 West Churen Street
Jacksonville, Flonida 32202 3139

November 12, 2019

Mr. Jason Gabriel
City of Jacksonville General Counsel
117 W Duval St, Suite 400

Jacksonville, FL 32202

Re: JEA Long Term Performance Unit Plan (the “Plan”)
Mr. Gabriel:

This letter pertains to the Plan approved by the JEA Board of Directors
(“Board™) by Resolution 2019-10 on July 23, 2019. The stated purpose of the Plan is
to provide a means by which employees of JEA may be incentivized to: (i) remain at
JEA, (ii) drive value for customers, (iii) drive value for the community of Northeast

- Florida, (iv) drive environmental value, and (v) drive financial value for JEA and the

City of Jacksonville. The Board developed the Plan out of a desire to develop a long-
term incentive program. in line with market standards. that furthered the Board's total
compensation policy approved in January 2019. The Board reviewed the Plan

- framework as recommended by a third party compensation consultant, Willis Towers

Watson, in June 2019. Finally, the Board adopied the Plan in July 2019 and instructed
JEA executive leadership to work with the Chair of the Compcnsation Committees
(“Plan Administrator™) to implement the Plan.

This letter is 10 inform you that JEA leadership, in consuliation with the Chair
of the Board (“Chair™). the Plan Administrator and OGC. has decided to postpone
indefinitely the implementation of the Plan.

As you are aware, JEA executive leadership has been diligently working to
implement the Plan with the Office of General Counsel (“OGC™), Pillsbury Winthrop
Shaw Pinman, LLP, Foley Lordner LLP, and relevant state and local bodies. Given
the long-term nawre of the Plan and the Plan obligations, JEA leadership wanted to
easure all employment, corporate, cthics, tax, and other related maiters associated Wwith
the Plan were in accordance with applicable statues and regulations. To that end, JEA
greally appreciates the deliberate, methedical and meticulous work of OGC and all of
its advisors.

The decision to not implement the Plan is based in the incongruity of the Plan’s
long-term naturc and the very real potential short-term implications of the JEA's
strategic planning process. As such, the Chair, Plan Administrator and JEA leadership
believe the Plan would be best implemented, if ever, post decision on the strategic
direction of JEA as determined by the Board.

JEA0831
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Accordingly, the Board is expected to recommend one of the following five
optlions as a strategic direction for JEA:

1) Scenario #1: Status Quo Plan;

2) Scenario #2: Traditional Utility Response Plan;

3) Scenario #3; Community Ownership Plan;

4) Scenario #4: Initial Public Offering (IPO) Plan; or,

5) Scenario #5: Strategic Alicrantive from ITN 127-19.

Should the Board choose Scenarios 3, 4, or 5 the Plan would be moot from a
long-term incentive basis. Should the Board choose Scenario 1 or 2, the Plan has a
more appropriate role in driving employee behavior to increase customer, community,
environmental and ultimately financial value of JEA.

Please accept this lever as a final decision on this matter until further notice.
As always, JEA, and specifically the Plan Administrator, welcomes OGC input and
advice on how to appropriately administer the Plan absent a full implementation with
its employees.

Sincerely: - '

-.._.:'7;&\.\ o ’ (»;)
“"“ _ " ——

Aaron F. Zahn )

Managing Director & Chiel Executive Officer
Ce: '

JEA Board of Directors

U
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. Employees may purchase Performance Units for $10 each through payroll deduction and then,

after the three-year Pesformance Period, JEA will pay each Participant of the plan the
Redemption Price per Performance Unit. The JEA Boaord has authorized a pool of 100,000
Performance Units.

As seen on Schedule A o JEA's Long-Term Performance Unit Plan (See Attachment B), the
Redemplion Price shall increase by S100.00 per Performance Unit for each Value Change
Percentage increase of 1.00% in excess of the Challenge Value Target (10% increase over the
Base Year Value for the performance period) and shall decrease by $0.50 per Performance Unit
for each Value Change Percentage decrease of 1.00% below the Base Year Value for the
performance period. The scenarios below show JEA's minimum cost, maximum cost, cost based
on recent financinl performance, cost based on JEA projections, and cost based on various
Recapitalization Event scenarios.

Minimum Cest: Zero. The minimum cost is zero because the Redemption Price may be equal to
or less than the Purchase Price.

Maximum Cost: Unlimited. The maximum cost is unlimiled because there is no cap on the
value of a Performance Unit.

Cost Based on Recent Financial Performance: $101,350,000. Based on the Fiscal Year 2018
audited financial siatements (Current Year Value) compared to the Fiscal Year 2015 audited
financial statements (Base Year Value), the Redemption Price of a Performance Unit would be
$1,023.50. If 100,000 Performance Units had been issued for this period, the net cost to JEA
would be $101,350,000 ($102,350,000 payout by JEA less $1,000,000 paid in by employees).

Cost Based on JEA Projections: $15,778,000. Based on Fiscal Year 2019 unaudited financial
staternents and Fiscal Year 2022 forecasted amounts provided by JEA"s Chief Financial Officer,
the Redemption Price of a Performance Unit would be $167.78. If 100,000 Performance Units
are issued for this period, the net cost to JEA would be $13,778,000 (516,778,000 payout by JEA
Jess $1,000,000 paid in by employees).

Cast Bosed on Various Recapitalization Event Scenarlos: We ran additional calculations to
demonstrate the possible costs of the Plan if a Recapitalization Event occurs,

{A) (B) (C) (D) (E) (F
Net Procceds v Total Payout | Net Procecds
to City on 100,000 to City After
Before Purchasc Increase in Performance | Payment of
Payment of Price Per Value Per | Redemption Units Performance
Performance | Performance | Performance Price (D * 100,000 Units
Units Unit Unit (B+C) Units) (A-E)
$3 billion $10 $0 $10 $1.0 million $3.0 billion
$4 billion $10 $3.140 $3.150 | $315.0 million $3.7 billion
$5 billion S10 $6.356 $6.366 | $636.6 million $4.4 billion

.
"
.
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OVERALL WEAKNESSES AND CONCERNS
In addition 10 estimating the potential cost of the Plan, we also reviewed the Plan for weaknesses

and concems and have compiled the following list:
. The Performance Unit Plan has not becn vetted and approved by City Council.

2.
3.

There is no cap to the value of a Performance Unit.

The Challenge Value Target is t00 easy to achieve. (Looking at JEA's audited financial
statements for the past ten years (2019 is based on unaudited financial statements), we
determined that JEA has hit this target in 9 out of the past 10 three-year periods. See
Attachment C).

The value of a Performance Unit is affected by changes in rates.

The value of a Performance Unit is affected by newly adopted Governmental Accounting
Standards and changes in accounting policies which are not tied to the actual
performance of JEA. Changes like these can cause significant fluctuations. Exnmp{s
include:

a. Accounting Standards Change: The Fiscal Year 2014 financial statements were
restated for comparison purposes for Fiscal Year 2015 to show the unfunded
pension liability. The change resulted in a decrcase in the Net Position of
$352,105,000 for Fiscal Year 2014.

b. Accounting Policy Change: The Fiscal Year 2015 financial statements included a
change in accounting policy which had a net positive change of $151.490,000 in
Net Position for Fiscal Year 2015,

The value of a Performance Unit would be affected by the sale of JEA assets such as real
cstate or JEA's fiber network. (Real estate is recorded in the financial statements at
historical cost. Therefore, the sale of the SJRPP site or any other JEA real estate not held
for investment purposes would increase the value of the Performance Units.)

The value of a Performance Unit would increase due to developer contributions or even
contributions from the City. (For example, when developers complete a subdivision, they
may deed over the utility infrastructure to JEA. This would increase the value of the
Performance Units. If the City donated assets to JEA, it would increase the value of the
Performance Units.)

. The value of a Performance Unit would be affected by m-kmd coniributions from JEA to

the City (e.g. nitrogen credits).

The Plan is not limited strictly 1o JEA employces. The Plan specifically includes “cach
actively employed eligible attorney from the Office of General Counsel of the City of
Jacksonville who is dedicated exclusively to SEA.™ In addition, the CEO can recommend
and the Plan Administrator (Chair of JEA Compcnsation Committec) can approve
participants that are not JEA employecs.

10. The Plan Administrator has the ability to delegate any or all responsibilities 10 any

member of JEA's senior executive managememt. (This could create a conflict of interest
and should be reviewed by the City Ethics Officer.)

11. JEA's CFO, who is eligible to participate in the Plan, is responsible for calculating the

Redemption Price.

12. If any payments under the plan are subject to any cxcisc tax, interest or penalties under

the IRS Code, JEA will have 1o pay to such employee an amount equal to the full amount
of the penalties. (This could further increase the cost of the plan.)

JEA0836
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D CONC T PLYTO A

1. The value of a Performance Unit can increase significantly due to a Recapalaltion
Event. (If 100,000 Performance Units were sold as authorized, over $300 million would
be distributed to the holders of Performance Units for every billion dollars in proceeds
over $3 billion that the City receives.)

2, There is no prohibition in the Plan to offering Performance Units to employees after an
ITN award has been made and the value of a Performance Unit is known, should a
Recapitalization Event occur.

OVERALL CONCLUSION
The Plan is potentially a very costly use of JEA resources that would be maguified by a

‘Recopitalization Event. Regarding a Recapitalization Event, the City Council should keep in

mind that plans have already been approved by the JEA Board to help retain and protect
employees, including guarantecing to the employees three years of substantially comparable
compensation and benefits in effect at the Closing Date, providing an additional year's pay
spread over two years, and providing a pension for years of service not worked by employees
who are not eligible for retirement ot the time of a Recopitalization Event. Although JEA
leadership has decided to postpone indefinitely the implementation of the Plan, the JEA Board
has not taken action to formally rescind the Plan or modi(y it to correct its weaknesses.

RECOMMENDATION
I recommend that you request that the JEA Board take oction to formally rescind the

Performance Unit Plan or make the following changes to the Plan,

1. Ifthe Plan is not rescinded. the City Council should request a legal opinion as to whether
the Plan requires City Council approval.
Put a cap on the maximum redemption value of a Performance Unit and a cap on the
overall payout of the Plan.
Increase the Challenge Value Target.
Exclude the following from impacting the value of a Performance Unit.

a. Recapitalization Event

b. Change in rates charged by JEA

¢. Newly adopted accounting standards and changes in sccounting policy

d

e

S

. Sales of JEA assets
_e. City contributions to JEA
f. Developer contributions to JEA
g. In-kind contributions from JEA to the City (c.g. nitrogen credits)-
Prohibit the delegation of Plan responsibilities to those cligible to participate in the Plan.
Limit Plon participation to JEA employees.
Require JEA's external auditor to calculate or ccmfy the Redemption Price for
. Performance Units.
8. Eliminate the provisions whereby if any payments under the Plan are subject to any
excise tax, interest or penallies under the IRS Code, JEA will have 1o pay to such
employec an amount equal to the excise tax, interest, or penalties.

NSW»
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Attachments:
- Attachment A - Letter from Aaron Zahn to Jason Gabriel -
Attachment B - Schedule A to JEA Long-Term Performance Unit Plan
Attachment C - Graph Depicting the Value Change Percentage Compared to the Challenge

Value Target Percentage

CC: JEA Board of Directors
Aaron Zohn, Managing Director and Chief Executive Officer, JEA
Ryan Wannemacher, Chiefl Financial Officer, JEA
Herschel Vinyard, Chief Administrative Officer, JEA
Sherry Hall, Chief Government Affairs Officer, JEA
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Attachment A

21 West Chureh Straet

JAShaatiente, Flanus 33202 31360
November 12, 2019

M. Jason Gabricl

City of Jacksonville General Counsel
117 W Duval S, Suite 400
Jacksonville, FL 32202

Re: JEA Long Term Performance Unit Plan (the “Plan”)
Mr. Gabriel:

This letter pertains to the Plan approved by the JEA Board of Directors
(“Board”) by Resolution 2019-10 on July 23, 2019, The stated purpose of the Plan is
to provide a means by which employees of JEA may be incentivized to: (i) remain at
JEA, (ii) drive value for cusiomers, (iii) drive value for the community of Northeast
Florida, (iv) drive environmental value, and (v} drive financial value for JEA and the
City of Jacksonville. The Bonrd developed the Plan out of a desire to develop a long-
lerm incentive program, in line with market standards. that furthered the Board's total
compensation policy approved in January 2019. The Board reviewed the Plan
framework os recommended by a third party compensation consultant, Willis Towers
Watson. in June 2019. Finally, the Board adopted the Plan in July 2019 and instructed

- JEA exccutive leadership 1o work with the Chair of the Compensation Commiuces

("Plan Administrator™) to implement the Plan.

This letter is to inform you that JEA leadership, in consultation with the Chair

- of the Board (“Chair™), the Plan Administrator and OGC, has decided to postpone

indefinitely the implementation of the Plan.

As you are aware, JEA cxccutive leadership has been diligently working to
implement the Plan with the Office of General Counscl (*OGC"), Pillsbury Winthrop
Shaw Pittman, LLP, Foley Lardner LLP, and relevant state and local bodies. Given
the long-term nature of the Plan and the Plan obligations, JEA leadership wanted to
ensure all employment, corporate, cthics, tax, and other related matiers associated with
the-Plan were in accordance with applicable statues and regulations. To that end, JEA -
greauly appreciates the deliberate, methodical and meticulous work of OGC and all of
its advisors, :

_The decision to not implement the Plan is based in the incongruity of the Plan’s
long-term naturc and the very real potential short-tenn implications of the JEA's
strategic planning process. As such, the Chair, Plan Administrator and JEA leadership
believe the Plan would be best implemented, if ever, post decision on the strategic
direction of JEA as determinecd by the Board.
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Accordingly, the Board is expected to recommend one of the following five
options as a strategic direction for JEA: '

1) Scenario #1: Status Quo Plan;

2) Scenario #2: Traditional Utility Response Plan;

J) Scenario #3: Community Ownership Plan;

4) Scenario #4: Initial Public Offering (IPO) Plan; or,

§)  Scenario #5: Strategic Altemative from ITN 127-19.

Should the Board choose Scenarios 3, 4, or 5 the Plan would be moot fom a
long-term incentive basis. Should the Board choose Scenario U or 2, the Plan has a
more appropriate role in driving employse behavior to increase customer, community,

" environmental and ultimately financial value of JEA.

Please accept this letter as a final decision on this matter until fusther notice.
As always, JEA, and specifically the Plan Administrator, welcomes OGC input and
advice on how to appropriately adminisier the Plan absent a full implementation with
its employees.

_ Sincerely: ) -
S | )

Aaron F. Zahn .
" Managing Director & Chicf Executive Officer

Ce:
JEA Board of Directors
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Attachment B ‘

SCHEDULE A
y0 0 PTION PRICE EDULE

The Redemption Price shal! incseasc by $100.00 per Perfonmance Unit for cach Value
Change Percentage increase of 1.00% in excess of the Challenge Value Target and shall decrease
by S0.50 per Perforimance Unit for cach Valuc Change Percemage decrcase of 1.00% below the
Threshold Value Target, but in no event shall the Redemption Price per Performance Unit be less
than $0.00. '

For purposes of this Schedule A, the following defined terms shall mean:
(a)  “Base Year Value"” means S{AMOUNT].!

(b)  “Challcare Value Taryet” means [PERCENT)

()  “Current Yenr Value™ means. with respect to cach Pecformance Period, the sum of
(i) JEA"s Net Position, as shown on JEA's audited financial statements for such Performance
Period, (ii) the aggregate consideration paid, distributed, credited or othenwise provided to the City
of Jacksonville whether in cash or in-kind (excluding any public sesvice taxcs or franchise fees)
during the twelve (12)-month period prior 10 the end of the Performance Period. and (iii) the
aggregate consideration (including refunds, rebates and distributions) paid. distribited, credited or
otherwise provided to the customers of the JEA Group during the twelve (12)-month period prior
to the end of the Performance Period. For the avoidance ot doubt. fur purposes of calculating the
amounts in clauses (i), (ii) and (iii, any consideration and change in Ner Position, as applicable.
in connection with the Recapitalization Escnlt shall be taken iato account.

_ (d)  ~Valuec Change Perceniaue™ means a percentage equal to the Current Year Value
divided by the Base Year Value,

()  “Threshold Valuc Target” means (PERCENT].!

Any amounis paid. distributed, credited or otherwise provided in a form other than cash
shall be valued at the value ascribed to them in the dociments governing, or if none, then at their
fair market value as determined by the Administrator in its sole discretion.

Y For the first performance penod this amount will be equal 10 the Current Year Value tor fiscal year 2019 as
reflected on the audited finoncial statements when available.
* For the first performance period. insert 110%
} For the first performance period, insert 100%.
A-l
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Attachment C

Value Change Percentage Compared to the Challenge
Value Target Percentage
35.00%
30.00% - 2931%
26.01%
2408%
25.00% —
' 21.15% 22.00% | W023%
20.00% —_— — — 8% - -
15.00% —_— —_— —_ 1agoy 1316% —_— —_— —
10.00%
7.26%
S.00% — — —_—  — —_ —_ —_— —_ —_— _— —
0.00% —— e ——————
2010 2011 2012 2013 2014 2015 2016 - 2017 2018 2019
Value Change %  =——==Challenge Value Target %
Allvalue change percentages are hased on ofiginally issued audited finantial statements except for FY 2019, which Is based on
preliminary financial statements. The formula s Cusrent Year Value + Base Year Value = Value Change Percentage.
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. From: ' Jonas, Madricka L. - Executive Staff Assistant <jonemi@jeacom>
Sent: _ Monday, November 18, 2019 2:46 PM
To: : Billy, Kyle
e Hall, Sherry
Subject: Letter from Board Chair April Green

Attachments: Letter from Board Chair April Green.pdf

EXTERNAL EMAIL: This emall originated from a non-COJ emall address. Do not click any links ar open any attachments
unless you trust the sender and know the content is safe.

Good afternoon,
Please see the attached letter from JEA Board of Directors Chair April Green.

Kind regards,

Madricka Jones

Executive Staff Assistant to

Aaron Zahn, Managing Diractor/CEQ and
JEA Board of Directors

Direct: {904) 665-7784

Mobile: (S04) 502-1602

- Fax: (904) 665-4238

Florida has a very broad Public Records Law. Virtually all writien communications to or from State and Local
Officials and employces are public records available to the public and media upon request. Any email sent to or
from JEA's system may be considered a public record and subject to disclosure under Florida®s Public Records
Laws. Any information decmed confidential and exempt from Florida's Public Records Laws should be clearly.
marked. Under Florida law, e-mail addresses are public records. If you do not want your e-mail address released -
in response to a publxc-rmrds request, do not send electronic mail to this entity. Instead, contact JEA by phone
or in writing.
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21 West Church Streot

Jacksonville, Florids 32202-3139

FROM: April Green, JEA Board Chair
TO: Kyle S. Billy, Council Auditor

CC: JEA Board, Jacksonville City Council
Attachment: Aaron Zahn Letter

RE: PUPs Already Planned for] EA Agenda on December 17 Meeting

In regard to your memo dated today, November 18, 2019, we were already
planning to address the indefinite postponement of the Long-Term Performance
Unit Plan at the upcoming December 17, 2019 JEA Board meeting. As you
know, it is not uncommeon to have one, instead of two, meetings of the JEA
Board during the months of November and December. This year, we are
meeting on December 1 7™ and as such we did not have a November meeting

opportunity to formally postpone the Plan.

Moreover, as your memo stated, we announced to all employees and members
of the medin last week that our CEO had written to the City of Jacksonville’s
General Counsel that we indefinitely postponed the implementation of the
Performance Unit Plan.

In speeilic, your memb addresses the valuc of the Performance Units in the
event of a decision for JEA 1o be recapitalized. JEA CEQ Aaron Zahn's
November 12* lctter addressed that with the following statements:

“Should the Board choose Scenaries 3, 4, or 5 [Community Ownership
Plan; Initial Public Offering ([PO) Plan: or, Strategic Alternative from
ITN 127-19] the Plan would be maot from a long-term incentive basis.
Should the Bonrd choose Scenario | or 2, the Plan has a more
appropriatc role in driving employee behavior to incrense customer,
community, environmental and ultimately financial value of JEA.”

Again, our letter to the City said this decision was made based on the
incongruity of the Plan’s long-term nature and the very real potential short-term
implications of the JEA’s strategic planning process. As our CEO stated,
choosing Scenarios 3, 4, or 5 would make the Plans unnecessary. Thercfore, we

" believe the Plan would be best implemented, if ever, post decision on the

strategic direction of JEA as determined by the Board. Thonks so much for your
concem and please don’t hesitate to contact me directly with any future
concems. ‘

Sincerely,

April Green, JEA Board

JEA0844
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Luster, Jill R, - Executive Staff Assistant

From: ~ Rhode, Lynne C, (City of Jacksonville)

Sent: ) Monday, December 9, 2019 3:57 PM
To: Luster, Jill R. - Executive Staff Assistant
Subject: Fwd: JEA - Performance Unit Plan - Enrollment Material

Begin forwarded message:

From: "Kendrick, Jonathan A. - VP & Chief Human Resources Officer" <hendiaidjzg com>
Date: December 9, 2019 at 10:31:42 AM EST

To: "Rhode, Lynne C. (City of Jacksonville)" <rhwdicivjes. com>

Subject: FW: JEA - Performance Unit Plan - Enroliment Material

Yl ' .

From: Maillis, Patricia L. - Director, Employee Services <mailplédjea.cani>

Sent: Motiday;:Novemb 9328 ‘

To: Kendrick, Jonathan A. - VP & Chief Human Resources Officer <kendia@jea.com>

Subject: FW: JEA - Performance Unit Plan - Enrollment Material

Importance: High ) ‘ :Ls ‘H\;& L\»"»h) \\m Q‘L\n .
| Lis oG Yo o postponsel |
Aol e Crer |
come o 17
“Would yois still like for us to proceed to the plan for administration as discussed last week with Mass

Mutual RetireSmart online access as go-live in March 2020? We will commence work with them now
and if we can start the implemeantation project sooner, we wili do this.

fon,

See below. MassMutGal

{am also awaiting the proposed contract forthe wark associated with the adnuinistration.
Pat

From: Scheetz, Michael <mischipetz@imassimutuabcon>
Sent: Monday, November 4, 2019 2:11 PM

Subject: JEA - Performance Unit Plan - Enrollment Material
Importance: High

[External Bmail - Exercise caction, DO NOT open attachimenis or elick links Trom unknowa

senders or unexpected email ]

Pat:

JEA0846



/s

From: Kyle, Gina A, - Manager Media Relations
" Tor “Michael Munz”

Ce: “Melissa Stone™

Subject: statement for edits

Date: Wednesday, December'a, 2

JEA received full authorization from the board for the development of a long term performance unit

plan during its July 2019 board meeting, as noted is resolution # . As previously stated,

JEA management and the board requested the formal opinion of the state Attorney General on

October 1 to ensure that no conflicts existed. JEA did not then,and still does riot see any conflicts
 with the manner in which the plan was developed. As a reminder, the plan was cancelled by CEO

Aaron Zahn prior to the requested opinion on November 13, when it was determined during

discussions with legal counsel to be conflicting with the boards ongoeing consideration of strategic

alternatives and the related ITN process. The plan is scheduled to be rescinded during the Monday,

December 9 board meeting.

Gina Kyle, MBA

Manager, Media Relations

Direct: (904) 665-7974 .

Mobile: (904) 305-0502

Media: (904) 665-5500

Media: media@jea.com
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Transcript from July 23, 2019 Board Meeting re PUP

[2:40:51] Green: Next we have the total compensation employee benefits review by chair miss
Johnson.

Johnson: Thank you madam chair and you’re absolutely right I feel like getting to this section is
kind of we’ve moved the boulder right, certainly addressing you again after having gone through
and worked with management to develop the program that’s again in line with our strategy
guiding principles and working with third party consultant Towers Watson, I’'m actually just so
everything can be transparent and clear I’'m going to turn it over to Mr. Wanamaker to just kind
of take us through the specifics of the performance unit program and certainly the long-term
performance plan that Chair Howard wanted, or excuse me, that Board Member Howard wanted
to get into so

[2:41:47] Man to Wanamaker’s left: Actually I’'m going since I popped up Adam chair, members
of the board over the last several months as Mr. Howard referred to we’ve looked at total
compensation going back to January and even beyond and you have us some tasks to do to
develop that program and we have done so looking at base salary, looking at short-term
incentives. The first few slides, remind you of the core competencies that we helped to develop
that and the primary one has worked together to elevate the entire team total compensation is a
key driver in that effort so to elevate the entire team we had these four principles obviously
ensure that our compensation philosophies aligned with our guiding principles to encourage that
long-term culture of value creation and to establish the formal comp policy to align our behavior
to the four core measures the CCF, and finally make sure it promotes collaboration to drive the
vision and mission of JEA so employee incentives should drive value and team work. As referred
to previously in January you made a resolution or adopted a change to the board policy manual
to address the comp program to, to direct us to come in line with a 50 percent of the market and
also a focus on long term incentives so we did a lot of that work and have now arrived at the long
term incentive in June you directed us to develop program and that’s highlighted at the bottom of
that slide is the final component of the program so as we research the feasibility of long term
incentives we discovered several, several things and it became apparent there was no definitive
answer in Florida law regarding long term incentives for government entities so rather than
become mired in discussions regarding whether something qualifies as compensation or not
whether it’s subject to collective bargaining or not, we simply designed a program that’s an
employee benefit as opposed to a compensation program and it’s provides employees an
opportunity to purchase performance units and participate in the future growth of JEA. They will
directly add value to JEA obviously as employees and in purchasing these performance units and
at this point I will turn it over to Mr. Wanamaker to explain how the performance units work.

[2:44:03] Wanamaker: So what we’re proposing is the adoption of a performance unit plan
which would be a new benefit program that will enable employees to participate in both the
upside and the downside as the business changes so employees will be eligible to purchase
performance units for ten dollars per unit and the units will increase or decrease in value based
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on the financial performance of JEA over a 3 year period. Employees would be required to
remain employed through the end of that performance period to receive any benefit from any of
(someone coughs and I can’t decipher what is said). The first performance period would by fiscal
years 2020 to 2022 and it’s recommended that 30,000 performance units be made available for
purchase. In your packet you’ll find a full summary of the details in this program but I wanted to
walk through the board, but walk the board through some of the mechanics of how this would
work, this first performance period so the performance units would increase or decrease in value
based upon the perform, the financial performance of JEA and before employees would see any
benefit from this program JEA would be required to exceed a challenge target for value over the
course of the performance period so for the first period, for the first performance period, this
three-year period employees would need to increase the value of JEA by at least 300 million
dollars before they would receive any benefit so between now and 2022 they’d have to exceed
300 million dollars at increased value. If they increase value by more than that 300 million, they
would be eligible to receive 10% of the value that’s generated above 300 million so for example,
if employees increased the value of JEA by 600 million dollars would represent a substantial
increase of over 20% in the value of JEA over that 3 year period these performance units would
be eligible for 5% of the 600 million dollars in value that was created. This would equal 30
million dollars or an average of about 10 million dollars per year over that performance period.
To put that in perspective it represents a little more than 6% of our total annual payroll. On the
flip side, if the value of JEA was less than it is today, at the end of the performance period, the
value of the performance units would decline in value and employees would experience a loss at
the end of the performance period. In the event that the employees increase the value of JEA but
it does not exceed the 300 million, then they would receive no gain or loss and would simply
receive their money back at the end of the performance period. There’s a resolution on this item
so I’ll turn it over to Ms. Rhode read that now.

[2:47:18]: Rhode: Madam Chair, (Yes) This is resolution 2019-10 a resolution approving long
term performance unit plan and related documentation and authorizing the CEO to take any and
all action to pursue the implementation of such plan and related documentation whereas in
accordance with board policy 2.7 the compensation committee directed JEA management in
January 2019 to develop a compensation policy to align with talent market and guiding
principles. JEA management presented to the Compensation committee and the conferencing
compensation committee approved in June 2019 the framework for compensation plan including
a long term incentive plan whereas at its June 2019 board meeting the board approved the
framework of JEA’s long-term compensation plan and authorized JEA management to develop
the plan and present it to the board at the July 2019 board meeting for final approval whereas the
board believes that it is in the best interest of JEA to adopt a long-term performance unit plan in
connection with annual performance reviews and general operation of JEA and whereas the
board has reviewed the summary of the terms and conditions of the long-term performance unit
plan which summary is attached hereto is exhibit 1 the long-term performance plan summary be
it resolved by the board that number 1 the chief executive officer and managing director of the
CEO or his designee shall have the authority to implement a long term perform, performance
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unit plan on the terms and conditions set forth on the long term performance plan summary
execute with each actively employed eligible full-time employee any full-time JEA employee as
otherwise recommended by the CEO and approved by the administrator of the long-term
performance unit plan and each actively employed eligible full-time attorney from the office of
the general counsel the City of Jacksonville whose dedicated exclusively JEA an agreement
under the long-term performance unit plan in consultation with the Office of General Counsel
make technical and clerical amendments to the long-term performance unit plan and/or the form
long term performance agreement all of which do not increase the financial obligations or
liability of JEA under the long-term performance unit plan and/or the form long-term
performance agreement and take or cause to be taken any and all action and to prepare, execute,
and deliver or cause to be prepared executed and delivered any and all documents that the CEO
or his designee deems necessary or advisable to carry out the intent of this resolution number 2
the chair of the compensation committee of the board be and hereby is appointed as the
administrator of the long-term performance unit plan with full power and authority to administer
the long-term performance unit plan in accordance with the terms there with 3 the 2019
redemption price schedule under the long-term performance unit plan for the performance units
to be purchased by participants in January 2020 attached hereto as exhibit 2 is hereby approved
number 4 this resolution shall be effective immediately upon its adoption.

[2:50:41] Green: (I think) John thank you so much for coming in and picking up the ball and
jumping right in and bringing us here today and thank you Board Member Johnson for all the
work that you’ve done sharing the compensation committee. Can I get a motion to approve
resolution 2019-10

Johnson: Motion

Guy to Zahn’s Right: 2™ the motion
Green: Any discussion?

Silence then laughter.

Green: is this your last board meeting?

[2:51:36] A. Howard: Yes, this is my last Board meeting. So what happens if JEA shrinks?
Scenario 3 is not successful and the value of the enterprise shrinks it’s worthless are we under
water?

[2:51:48] Wanamaker: So to the extent that the value of JEA decreases as it shrinks employees
would experience a loss on their purchase of these performance units and so I mean they would,
they would decline in value.

A. Howard: and they’re not tradable right? It doesn’t say that but you can’t transfer. Non-
transferable.
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Wanamaker: Yes, that’s correct.
A. Howard: What happens on termination of employment for any reason?

[21.52:20] Wanamaker: So if it’s a termination and I want to make sure I’m speaking correctly so
look at it miss Rhode on this, if it’s a termination with cause, they would lose those performance
units. To the extent that it is without cause there’s a different provision for that but I don’t, can
you refresh me on that.

[2:52:43] Rhode: Yes,
A. Howard: It’s in the summary, do they go back to the pool?
[2:52:48] Wanamaker: If they’re terminated with cause?

A. Howard: It doesn’t say, it just says involuntary termination but it doesn’t say what happens to
the units. If they don’t get paid out because they’re vested, do they go back into the pool is my
question, I think they must.

[2:53:03] Rhode: I believe so.

Wanamaker: Yes, they would.

Zahn: They’d go back to the company.

Wanamaker: Right, are you asking if they’d be eligible to purchase somebody else?
A. Howard: Yes, yes

Wanamaker: Yeah, no that’s right

A. Howard: follow up to my non-transferrable question.

Wanamaker: Correct, correct yes.

A. Howard: Okay, I think I understand how it works and then there’s accelerated vesting upon a
recapitalization of that?

Wanamaker: Correct.

A. Howard: Also, where it said there were a hundred thousand units, is it 30 thousand per
performance period?

Wanamaker: So the plan document contemplates a program however the 30 thousand is all that
would be authorized under the current fiscal year performance period.

A. Howard: Ok so there might be subsequent periods where the courts authorized 400 thousand
issue another 10, 15.
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Wanamaker: Correct.

Zahn: The idea is that this, you know, absent of the conversation of today this is really a
continuation of the conversation the board of directors has been having since January of 2019
and so it’s a follow up presenting a plan that would effectively live in perpetuity on an annual
basis just as other plans.

A. Howard: And I assume that this has been passed over to OGC, I know we’ve got some legal
constraints over statutory plans.

Rhode: Yes, sir.
A. Howard: Thank you Madam Chair.

[2:54:31] Flanagan: Ryan, could you walk us through how at a macro level, the valuation will
occur?

Wanamaker: Yes, so there will be a threshold that’s set at the end of the fiscal year based on our
audited financial results, there will be a formula that’s laid out in the program that is a
combination of the net position of JEA from the balance sheet, the total of any city contribution
over the last 12 months as well any distribution to customers over the last 12 months and so that
will be kind of be that, that floor if you will that’s indicated by the red bar there that forecasted
value from there there’ll be a challenge target that’s set above that and that’s the 300 million
dollars that I reference in the presentation and at the end of the performance period we would do
the same calculation with the same audited financial results to determine that value at the end of
that performance period.

Zahn: To be very clear, none of the metrics utilized are subjective, they’re all audited financial
numbers that can be verified by an independent auditor.

Flanagan: If I can ask a follow up, are there any implications of scenario 3 as passed today and
how that interacts with this plan?

Wanamaker: So the only implication and Mr. Howard referenced it, would be that if there is a
transaction, recapitalization event, the performance period would end at the closing of that
recapitalization event so you would perform that calculation at that time.

Green: Any further discussion

Howard: it has the salutary effects of a retention program during this time of uncertainty.
Zahn: Sure.

Green: All in favor of resolution of 2019-10 signify by saying aye.

Collective room: Aye.
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Green: Those not in favor do the same.

Green: So moved.
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