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policies. These items will be brought back to the Committee at the August 8, 2016 meeting for
additional consideration.

C. Audit Services — Quarterly ERM/Audit Update — Steve Tuten, Director, Audit Services, provided
the Committee with key FY2016 highlights, FY2016 Internal Audit Plan, Enterprise Risk
Management (ERM) Trend Report, and the Ethics Hotline Report. This presentation was
received for information.

D. Chief Information Officer Report — Paul Cosgrave, Chief Information Officer (C10), provided an
overview of the eight departments that report to the CIO, services provided to JEA, cybersecurity
protection, Critical Infrastructure Protection (CIP), and the North American Electric Reliability
Corporation (NERC) Risk Assessment. This presentation was received for information.

E. Identity Theft Protection Program Fair and Accurate Credit Transactions Act (FACTA) Annual
Risk Assessment — Dan Mishra, Director, Critical Infrastructure Protection (CIP) Compliance,
provided a presentation on JEA’s Identity Theft Protection Program. Mr. Mishra stated JEA’s
program complies with Federal and State regulations imposed by the Fair Credit Reporting Act
(FCRA), Fair and Accurate Credit Transactions Act (FACTA), and Florida Information
Protections Act (FIPA). This presentation was received for information.

F. Ethics Officer Quarterly Report — Walette Stanford, Ethics Officer and Director, Workforce
Strategies, presented the Ethics Officer Quarterly Report, which was received for information.

G. Treasury

1. Electric System and Water and Sewer System Reserve Fund Quarterly Report — Joe Orfano,
Treasurer, reviewed the Electric System and Water and Sewer System Reserve Fund
Quarterly Report, which was received for information.

H. JEA Energy Market Risk Management Policy Report — Mike Brost, Vice President/General
Manager, Electric Systems, reviewed the Energy Market Risk Management Policy Report, which
was received for information.

I.  Announcements
1. The next Finance and Audit Committee meeting will be held on August 8, 2016, at 8:00 AM.
J.  Committee Discussion Sessions

1. Director, Audit Services — At 9:45 AM, the Committee held a general conversation with
Steve Tuten, Director, Audit Services.

2. Ernst & Young — At 9:50 AM, the Committee held a general conversation with Chris
Edmunds, Senior Manager, Assurance Services.

3. Council Auditor’s Office — At 9:51 AM, the Committee held a general conversation with
Robert Campbell, Council Auditor’s Office.

Closing Considerations

With no further business claiming the attention of this Committee, the meeting was declared adjourned at
9:59 AM.















FY17 Internal Audit Plan - Planning Guidance

A cornerstone of our annual planning process is conducting a risk
assessment of the identified auditable entities within JEA.

 We rely on the guidance of the Institute of Internal Auditors (lIA), which
has established the International Professional Practices Framework
(IPPF), which is the global authoritative guidance for the internal audit
profession. The IPPF, through its Standards, presents the professional
requirements for risk assessments conducted by internal auditors.




FY17 Internal Audit Plan - Risk Assessment & Audit Planning Approach

* Interviews with the nine Senior Leadership Team members and a
combination of 98 risk assessment surveys completed by department
Directors and 40+ follow-up meetings were used to identify perceived
areas of risk and potential internal audits.

* This information was combined into an overall audit plan designed to
address critical risks to achieving JEA’'s objectives while being sensitive
to operational and regulatory requirements.

* The following approach was taken in creating the Audit Plan:

Information Gathering : : : : Development of
and Scoping Information Analysis Scoring & Ranking Internal Audit Plan

SJEN |



FY 2017 Internal Audit Plan - Risk Assessment Survey

* The risk assessment survey consisted of 28 questions (18 multiple choice
and 10 open questions), designed for management to help identify and
document risk factors related to their business objectives. These risk
factors included:

o Key COSO objectives of operational, compliance and reporting risk.
o Qualitative measures (Process complexity, governance matters and degree of change).
o Potential impact risks (Financial and Reputational)

* Internal Audit surveyed management about these risks in each of the 98
areas of JEA's audit universe. We then combined the scores to determine
the highest risk areas for JEA.

* A copy of the survey form is shown at Appendix pages A1-AS8.




Audit Plan Improvements for FY17

Integration with ERM and Ethics & Investigations Audit - Internal Audit risk assessment surveys now include
detailed information on JEA’'s Top Corporate Risks, Ethics and Investigations. The Audit Plan now includes
specific information on Tier 1 and 2 risks applicable to each auditable entity.

ERM Top
Corporate
Risks

Reduction of Internal Audit Staff hours in the completion of Director-Level Risk Assessments - With the
rollout of the new risk assessment surveys, there was a reduction of 50% in the amount of hours spent on
capturing data and meeting with Directors.




FY17 Audit Plan - Description of Scheduled Audits

 The final plan has twenty-two (22) audits/projects scheduled:
o Sixteen (16) new audits based on the FY2017 risk assessment process.
o Five (B) recurring audits and/or projects.
o One (1) follow-up audit.

o The proposed timeline for these audits is shown on p. 12.
o A detailed list of these audits/projects, which includes an entity

description and mapping to the relevant Top Tier risks, is shown in
Appendix A9-A13.




FY17 Internal Audit Plan - Proposed Timeline

. FY 2017
Audit/Project B‘I‘fo‘ie:d Auditor-in-Charge Es;gzt:gant':ﬂ Oct- | Nov-| Dec- | Jan- | Feb- | Mar-| Apr- | May-| Jun- | Jul- | Aug- | Sep-
16 | 16 | 16 | 17 [ 47 | 17 | 17 | 47 | 47 | 47 | 17 | 17

2016 Distribution, Development & Joint Projects 60 Troy England (TE) 10/31/16
2016 Facilities Management 140 David Arnold (DA) 10/31/16
2016 System Protection & Controls 120 Laurie Gaughan (LG) 10/31/16
Information Security 500 Rashid Brittain (RB) 12/15/16
JEA and SJRPP FY2016 Performance Pay Audit 200 TE 11/30/16
TEA Audit 100 LG *Fieldwork only*
Emergency Preparedness 350 TE 01/15/17
Customer Revenue - Receivables and Collection 300 New Auditor (NA) 01/31/17
Security 550 DA/ RB 01/31/17
Electric Production CT Operations 400 LG 03/15/17
Real Estate Services and Revenue Contracts 350 DA 04/30/17
Water Meter Services 400 NA 05/15/17
Telecommunications and Support 450 RB 05/15/17
SJRPP Enviro Engineering and Preventive Maintenance 350 LG 05/31/17
W/WW Reuse and Delivery 550 TE 06/15/17
\W/WW Project Engineering and Construction 500 DA 08/15/17
Electric Distribution and Construction Maintenance 400 LG 08/31/17
Technology Infrastructure 500 RB 09/15/17
Payroll and Compensation 400 NA 09/30/17
Permitting and Regulatory Conformance 400 TE 09/30/17
P-Card follow-up 300 DA 10/15/17
Safety and Health 300 LG 10/31/17
New Auditor Training 250 NA N/A
FY2017 Action Plan Follow-Up 400 All Staff N/A
FY2018 Annual Risk Assessments 300 All Staff N/A

Completed Audit

In-Progress Audit

Scheduled Audit

Pending Audit

Administrative

7

®




Appendix

 The following supplemental documents are included in the Appendix,
and were cross-referenced in the preceding presentation:

o A1-A8 - Risk Assessment Survey for FY 2017 Internal Audit Plan (Re p. 4)
o A9-A13 - Proposed FY 2017 Internal Audit Plan with Details (p. 6)







Audit Services — FY 2017 Risk Assessment Survey

Section |

1.  Department’s Primary Goals (Please distinguish between short-term and long-term)

Enter your comments here
Reserved for comments by Internal Audit

2.  Key Metrics used to assess progress toward meeting the department'’s goals (i.e. key
performance indicators used, internal or external assessments, etc.)?

Enter your comments here

Reserved for comments by Internal Audit

3. Current Number of FTEs employed in the department: Enter Number
Staff eligible or planning to retire within next 12-24 months: Enter Number

Enter your comments here

Reserved for comments by Internal Audit

Status of Written Policies and Procedures, including any desktop procedures.

4

[] Policies are in place, with no recent significant updates. Written procedures which support
the policies are in place.

[1 Policies are in place; however, employees are not always familiar with the policies and
adherence to procedures is not always enforced.

[1 Limited or no written policies and procedures, or substantially outdated.

Enter your comments here

Reserved for comments by Internal Audit

5. Business Continuity - Does the department have contingency procedures to be
implemented if normal operations are disrupted?

[] Plans are developed, documented, and tested to address short and long-term disruptions.
The plans are up-to-date and comprehensive.

[1  Contingency plans have been developed and tested where appropriate. Short-term
disruption plans are current, but long-range plans may be lacking.

[J  No plans exist for long-term disruptions and only minimal plans exist for handling short-
term disruptions. The ability to operate in the event of abnormal conditions is uncertain.

Enter your comments here

Reserved for comments by Internal Audit

6.  Service Level Quality - Impact on JEA if the department’s services were not provided at
the usual or expected level?

[0 Nominal, if any.

[0  Moderate impact, likely short-term.

[J  Significant impact creating serious internal problems that could impair JEA's reputation.

Enter your comments here
Reserved for comments by Internal Audit




Audit Services — FY 2017 Risk Assessment Survey

7. Supervisory Oversight personnel with appropriate responsibilities, organizational
experience, and knowledge of JEA's processes periodically review and document the
functioning and overall effectiveness of controls.

[J  Effectiveness of controls reviewed and documented.

[1  Never documented, but supervisory personnel are aware of overall effectiveness.
[ Overall effectiveness of controls never reviewed or documented.

Enter your comments here
Reserved for comments by Internal Audit

8.  Control Overrides — In your opinion, to what degree can established controls or policies
be circumvented in this department?
[1 Complete inability to circumvent controls.

[]  Ability to override some controls without detection.
[1  Ability to override most controls without detection.

Enter your comments here
Reserved for comments by Internal Audit

Departmental Training (JEA required training excluded)

9.
[1 Provided at least regularly; employees consider training is adequate.
[J Some training provided, but more is needed.

[]  Little or no training provided, and may not be adequate or effective.

Enter your comments here
Reserved for comments by Internal Audit

10. Impact of Federal or State Regulations — Consider both current and pending.

[ None, or minimal.

[0 Moderate.

[]  Significant.

Enter your comments here

Reserved for comments by Internal Audit

11. Fines or Reprimands assessed or levied by regulatory agencies in the past year (describe):

Enter your comments here
Reserved for comments by Internal Audit

12.  Agencies/Organizations that may review or monitor your department (describe)

Enter your comments here
Reserved for comments by Internal Audit




Audit Services — FY 2017 Risk Assessment Survey
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13.

14.

15.

16.

17.

Cross-Dependency of other JEA business units supported by this department:

Department is mostly self-contained.

Department provides limited informational/service needs for several dependent business
units within JEA.

Department meets full and very complex informational needs of numerous dependent
business units within JEA.

Enter your comments here
Reserved for comments by Internal Audit

Degree of Information Confidentiality produced or handled by the department.

Not confidential, is generally available to the public, and its release would not result in any
potential loss or embarrassment to JEA.

Information is available to designated employees of JEA in connection with their jobs.
Release to the public or to an unauthorized department could result in minor financial loss
or moderate embarrassment or violation of an individual's privacy.

Information produced by this department requires protection against unauthorized or
premature disclosure. Such disclosure could result in serious loss or embarrassment or
could adversely affect the department or JEA.

Enter your comments here
Reserved for comments by Internal Audit

Incorrect or Inaccurate Data — its impact on the department's capability to provide
service.
None or minimal.

Moderate impact.
Serious impact.

Enter your comments here
Reserved for comments by Internal Audit

Significant Changes in staff size, funding, functions, systems, key positions and/or
responsibilities of the department during the past year (describe changes, if applicable).
No significant changes have occurred.

Moderate changes.

Continuous and large-scale changes have been made to the department.

Enter your comments here
Reserved for comments by Internal Audit

Management / Employee Turnover over the past 12 months.
None, or minimal.

Moderate turnover.

Significant turnover.

Enter your comments here
Reserved for comments by Internal Audit
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18.

19.

20.

21.

22,

Technology Services (TS) impact on your department over the past 12 months.
No changes; nominal impact.

Significant changes.

TS environment has changed or been replaced, affecting most key operations.

Enter your comments here
Reserved for comments by Internal Audit

Operations or Transactions managed by your department: inherently complex, require a
significant amount of time, coordination or extensive training?
Relatively simple processes and time commitments, with minimal training.

Moderately complex, somewhat time-consuming, requires significant training.
Extensive operations that are very time-consuming and require extensive training.

Enter your comments here
Reserved for comments by Internal Audit

Communication with External Parties, such as legislators, city personnel, and news
media or citizen groups.
None, or minimal.

Occasional.
Significant and often.

Enter your comments here
Reserved for comments by Internal Audit

Inventory/Materials

No inventory, or nominally valued. No specialized inventory or materials.
Inventories are at relatively moderate dollar amounts and do not include specialized items.
Inventories are valued at high dollar amounts or include specialized items.

Enter your comments here
Reserved for comments by Internal Audit

Reputational Risk impact on JEA if errors or problems within the department receive
negative publicity?

Minimal impact.

Moderate impact, but not a pressing concern.

Significant impact due to the high degree of interest emanating from customers or external
parties.

Enter your comments here
Reserved for comments by Internal Audit




IR Audit Services — FY 2017 Risk Assessment Survey

23. Potential Fraud, Waste or Loss - What is the worst case, or most likely, scenario for
possible loss in your department (description of event and estimated financial loss)?

Enter your comments here
Reserved for comments by Internal Audit

24. Total Budget (All Accounts): Cost Center: Enter Cost Center
FY Total Budget Operating Budget Capital Budget
2017 Enter Amount Enter Amount Enter Amount
2016 Enter Amount Enter Amount Enter Amount
2015 Enter Amount Enter Amount Enter Amount

25. Within your budget, are there also Revenues? If so, please provide the approximate yearly
amount.

Enter your comments here

Reserved for comments by Internal Audit

26. External Audits / Consulting Reviews — List any conducted within the department for the
past three years (not including annual Ernst & Young financial audit).

FY Audit / Review Description

Enter Year | Enter Description

Enter Year | Enter Description

Enter Year | Enter Description

Reserved for comments by Internal Audit

27. Next Internal Audit — If your department was selected for an audit in FY17, are there any
anticipated obstacles regarding its timing?
J No.

[] Maybe, based on possible events.
[ Yes, an audit scheduled next year would not be advisable.

Enter your comments here
Reserved for comments by Internal Audit

28. Additional Concerns or Risks — please provide a brief description.

Enter your comments here
Reserved for comments by Internal Audit




Audit Services — FY 2017 Risk Assessment Survey

Section Il — Internal Audit History
Please identify any audit reports related to this Department.

Fiscal Year | Audit Report Rating | Comments

Enter Year | Enter Report Rating | Enter Comments

Enter Year | Enter Report Rating | Enter Comments

Enter Year | Enter Report Rating | Enter Comments

Section 111 —ACL Reports
Please identify any ACL reports related to this Department.

ACL Report Name Description
Enter ACL Report Name Enter Report Description
Enter ACL Report Name Enter Report Description

Section 1V - ERM Top Corporate Risks
Please identify and provide a brief description of Top Corporate Risks that pertain to this

department.

Tier Risk Name Description
Enter Risk | Enter Risk Name Enter Description
Tier

Enter Risk | Enter Risk Name Enter Description
Tier

Enter Risk | Enter Risk Name Enter Description
Tier

Section V— EHL
Please identify any EHL case and outcome for this department.

Fiscal Year | EHC Case Number Outcome / Comments

Enter Year | Enter Case Number | Enter Outcome /Comments

Enter Year | Enter Case Number | Enter Outcome /Comments

Enter Year | Enter Case Number | Enter Outcome /Comments




IR Audit Services — FY 2017 Risk Assessment Survey

Section VI — Risk Scores

OR 1 2 4 5 6 Sum Avg.
@)
8 CR 10 11 12 Sum Avg.
)
RR 13 14 15 Sum Avg.
PC 19 20 21 Sum Avg.
g 8| oM 26 27 Sum Avg.
g2
=«
< %, DC 16 17 Sum Avg.
o
CCE 7 8 9 Sum Avg.
= . | PRI 23 24 25 Sum Avg.
%
Er PRI 22 Sum Avg.







JEA AUDIT SERVICES

PROPOSED FY 2017 INTERNAL AUDIT PLAN

WITH ENTITY DESCRIPTION & MAPPING TO TOP CORPORATE RISKS

(SEE PP. 6-7 IN PRESENTATION)

Title

Entity Description

Top Corporate Risks

Water / Wastewater Systems

Water Wastewater Reuse & Delivery

Provides water, wastewater, and reclaimed water
service to our customers.

Tier1

Water Supply Management / Long Term Planning
(WO01)

Physical Security (Facilities Infrastructure Security
and Regulatory Compliance) (C02)

Tier 2

Disaster Recovery / Business Continuity (C0O7)
Sanitary Sewer Overflow Management (W03)
Infrastructure Maintenance — Water/Wastewater
Systems (W04)

Infrastructure Destruction Due to Severe Weather
(E13)

Water Wastewater Project Engineering
& Construction

Manages the planning, engineering, and construction
processes associated with upgrades, repair or new
construction of water utility infrastructure.

Tier1

Water Supply Management / Long Term Planning
(wo1)

Physical Security (Facilities Infrastructure Security
and Regulatory Compliance) (C02)

Tier 2

Sanitary Sewer Overflow Management (W03)
Infrastructure Maintenance — Water/Wastewater
Systems (W04)

Public and Employee Safety (H03)

Financial & Logistical Services

P-Card Follow-Up

Provides a means to meet the purchasing of small
dollar value goods for the organization and to be used
during emergency to ensure continuity of service.

Tier 1

Revenues and Expenses Management (FO1)
Tier 2

Fraud Risk Management (C06)




JEA AUDIT SERVICES
PROPOSED FY 2017 INTERNAL AUDIT PLAN

(SEE PP. 6-7 IN PRESENTATION)

WITH ENTITY DESCRIPTION & MAPPING TO TOP CORPORATE RISKS

Title

Entity Description

Top Corporate Risks

Real Estate Services and Revenue
Contracts Administration

Acquisition, disposition and management of JEA's
property rights for near and long-term utility needs.

Tier1

Revenues and Expenses Management (FO1)
Tier 2

Fraud Risk Management (C06)

Emergency Preparedness

Supports JEA's business areas in the development,
testing and execution of business continuity plans.

Tier1

Revenues and Expenses Management (FO1)

Tier 2

Disaster Recovery / Business Continuity (C0O7)
Technology Services Disaster Recovery / Business
Continuity (T04)

Infrastructure Destruction Due to Severe Weather
(E13)

Customer Relationships

Water Meter Services

Maintains JEA's residential, commercial and industrial
water meters and systems to ensure accurate readings
for billing purposes.

Tier1

Customer Relationship Management (C01)

Tier 2

Infrastructure Maintenance — Water/Wastewater
Systems (W04)

Disaster Recovery / Business Continuity (C0O7)

Customer Revenue - Receivables &
Collection Services

Manages credit and collection policies, commercial
collections, bankruptcies, credit reporting,
miscellaneous receivables, write-offs, loan payment
collection, deposit refunds and third party vendor
payments.

Tier1

Revenues and Expenses Management (FO1)
Tier2

Other Regulatory Compliance (C09)

Cyber Security Business Disruption (T03)

Information Technology

Information Security

Protects information and information systems from
unauthorized access, use, disclosure, disruption,
modification, perusal, inspection, recording or
destruction.

Tier2

Staffing (H02)

Cyber Security Information Protection (T02)
Cyber Security Business Disruption (T03)
Technology Services Resource Optimization (T05)




JEA AUDIT SERVICES
PROPOSED FY 2017 INTERNAL AUDIT PLAN

(SEE PP. 6-7 IN PRESENTATION)

WITH ENTITY DESCRIPTION & MAPPING TO TOP CORPORATE RISKS

Title

Entity Description

Top Corporate Risks

Technology Infrastructure

Provides infrastructure services associated with
equipment and software used to support enterprise
systems. Also provides support for middle-tier code
deployment, tape backup and restore, Citrix,
SharePoint, corporate email and Critical Cyber Assets
associated with CIP.

Tier 2

Staffing (H02)

Technology Infrastructure Reliability (TO1)

Cyber Security Business Disruption (T03)
Technology Services Resource Optimization (T05)

Telecommunications & Support

Provides communication services such as: radio, fiber,
network, wireless, business phones. Also responsible
for leasing fiber and cell towers.

Tier1

Revenues and Expenses Management (FO1)
Tier 2

Staffing (H02)

Technology Infrastructure Reliability (TO1)

Cyber Security Business Disruption (T03)
Technology Services Resource Optimization (T05)

Human Resources

Payroll and Compensation Services

Manages the payroll process for all JEA employees.

Tier1

Revenues and Expenses Management (FO1)
Pensions (HO1)

Tier2

Staffing (H02)

Cyber Security Business Disruption (T03)

Safety and Health

Promotes and maintains accountability of safety across
the organization.

Tier 2
Public and Employee Safety (HO3)

Compliance

Security

Protects the critical infrastructure that provides utility
services to our customers.

Tier1

Physical Security (Facilities Infrastructure Security
and Regulatory Compliance) (C02)

Tier 2

Disaster Recovery / Business Continuity (C07)
Cyber Security Business Disruption (T03)













JEA Finance & Audit Committee Operating Policy

Role of the Finance & Audit Committee

The Finance & Audit Committee is appointed by, and is a standing Committee of, the Board of
JEA. The Committee’s primary function is to assist the Board in fulfilling its oversight
responsibilities by reviewing JEA’s financial information, systems of internal controls, and audit
process, including a high-level review of the operating and capital budgets. In conjunction with
its primary function, it is the responsibility of the Committee to provide an open avenue of
communication between the Board, Management, Audit Services, and the external auditors. The
committee will report to the Board on a regular basis to keep the full Board apprised.

The Finance & Audit Committee shall review and approve various agenda items as outlined
below. These items shall then be recommended to the full JEA Board for approval.

Membership

The Committee shall consist of at least three Board members, appointed annually by the Board
Chair. The Board Chair shall also appoint one of the Committee members as Chairperson. The
Director of Audit Services and the external auditors shall have direct and independent access to
the members of the Finance & Audit Committee.

Meetings:

The Committee will meet at least four times per year. The Committee may invite members of
Management, external and internal auditors, and/or others to attend meetings and provide
pertinent information, as necessary. A schedule of regular meetings will be established by the
Committee annually. Special meetings may be called by any Committee member. To constitute
a quorum, a majority of the members must be present at all meetings. Meetings shall be subject
to public information laws.

Responsibilities:

The Committee shall:
General

e Report Committee actions and recommendations to the Board.

e Annually review and approve the Committee’s Operating Policy, updating as needed.

e Conduct or authorize investigations into any matters within the Committee’s scope of
responsibilities. The Committee shall have unrestricted access to members of
Management and relevant information. The Committee may request Audit Services,
and/or the City of Jacksonville Council Auditor or Inspector General, to assist it in
the conduct of any investigation.



JEA Finance & Audit Committee Operating Policy

Internal Controls and Risk Assessment

e Review and evaluate the effectiveness of JEA’s process for identifying and assessing
significant risk exposures and the steps Management has taken to monitor and control
such risks.

e Review any significant findings and recommendations of the external auditors,
including Management’s responses and timetable for implementation of
recommendations to correct any weaknesses in internal controls.

e Review with the external auditors the adequacy of JEA’s internal controls including
controls over computerized information, and security controls.

Audit Services

e Review the internal audit function, including the independence and authority of its
reporting process.

e Review and formally approve the proposed annual audit plan, and the adequacy of
resources and organizational structure.

e Annually review and formally approve the Audit Services Charter.

e Review and formally approve the appointment, reassignment, or dismissal of the
Director, Audit Services (the Chief Auditor).

e The Finance & Audit Committee Chair will annually discuss the Director, Audit
Services’ performance and compensation with the CEO and/or the Chief Risk &
Compliance Officer (CRCO).

e Review the summary results of investigations of ethics violations and frauds reported
through the Ethics Hotline, and confirm that JEA is maintaining effective controls
over conflicts of interest and fraud.

e Receive, prior to each meeting, a progress report on the annual internal audit plan,
and a summary of completed internal audits including:

o Any significant findings and Management’s responses, including the timetable
for implementation to correct weaknesses; &

o Any difficulties encountered in the course of the audit such as restrictions on
the scope of the work or access to information.

Enterprise Risk Management (ERM), Compliance with Laws, Regulations

The Board’s responsibilities, as outlined in the Enterprise Compliance and Risk policy are
delegated, in part, to the Finance & Audit Committee as follows:

e Approve significant changes to the Enterprise Compliance and Risk Policy, and to the
Electric Compliance Policy.
e Ensure that JEA maintains a comprehensive and effective ERM program
e Monitor JEA’s process to identify, assess, and manage those significant risks that
could prevent JEA from achieving its business objectives by:
o Reviewing any summary risk reports provided by the Enterprise Compliance
and Risk Committee (ECRC).
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o Reviewing management presentations on the implementation of policies and
procedures related to risk assessment and risk management, to confirm that
operational and financial risks are being adequately managed and mitigate

e Gain reasonable assurance that JEA is in compliance with pertinent laws and
regulations by reviewing summary reports and management presentations confirming
that Management is meeting the legislative and regulatory requirements applicable to
JEA.

Ethics Program

On behalf of the JEA Board, the Finance & Audit Committee of the Board will oversee
JEA’s Ethics Program as follows:

e Ensure that JEA maintains a comprehensive and effective Ethics program, and is
conducting its affairs in accordance with JEA’s Core Values, Code of Conduct, and
Code of Ethics.

e Review presentations and summary reports from the JEA’s Board-appointed Ethics
Officer (EO) relating to the ethics training program and ethics questions posed by
employees.

Budget

On behalf of the JEA Board, the Finance & Audit Committee will oversee the annual budget
process by:

e Reviewing and approving JEA’s preliminary and final budgets.

e Reviewing significant changes to the existing budget.

e Reviewing and approving annual budget resolutions authorizing line item
reallocations.

Rates

On behalf of the JEA Board, the Finance & Audit Committee will oversee the rates change
process by reviewing and approving:

e Significant changes to JEA’s rate structure and Pricing Philosophy.
e Management’s recommendations for rate changes, and rate hearings.

Treasury

On behalf of the JEA Board, the Finance & Audit Committee will oversee JEA’s financing
processes by:

e Reviewing and discussing with Management and the external auditors:
o All critical Investments and Debt policies and practices used by JEA, as well
as any significant changes to those policies and practices, including changes
resulting from recent professional and/or regulatory pronouncements, or

3
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changes in Management’s assessment of financial market conditions or
liquidity requirements.
Reviewing all management reports relating to investment and debt position and
results.
Reviewing and approving all new debt issuance and/or debt refinancing, in
accordance to the Board’s delegated authority, as appropriate considering the
necessary timing of the transaction and the meeting schedule of the Finance & Audit
Committee.

Financial Reporting

Review and discuss with Management:

o All critical accounting policies and practices used by JEA, as well as any
significant financial reporting issues such as regulatory actions, complex or
unusual transactions, alternative treatments within generally accepted
accounting principles, and highly judgmental matters.

o Significant changes in JEA’s policies for financial reporting, including
changes resulting from recent professional and/or regulatory pronouncements
or Management’s evaluation.

Review all reports between Management and the external auditors, such as the
management letter.

Review with Management and the external auditors the results of the annual financial
audit including any difficulties or disputes with Management encountered during the
audit and matters required to be discussed in accordance with the Statement of
Auditing Standards No. 61, Communications with Audit Committees.

Review with Management JEA’s financial performance on a periodic basis.

External Auditor

Oversee the selection, compensation, terms of engagement and recommendation to
the Board for appointment of the external auditors, who in their capacity as
independent public accountants shall be responsible to the Board and the Committee.
Per Florida Statute 218.391, compensation shall not be the sole or predominant factor
used to evaluate and select the external auditors.

Review and formally approve the qualifications and independence of the external
auditors, including quality/ independence controls, such as independent partner
reviews, peer reviews (including the most recent report) and/or a partner rotation
policy. If the Committee is not satisfied with the auditors’ assurances of
independence, it shall recommend to the Board appropriate action to ensure the
independence of the external auditors, including discharge, if necessary.

Review and formally accept the scope and approach of the annual financial audit with
the external auditors.

Approve all non-audit services provided by the external auditors in accordance with
Governmental Auditing Standards.

Review and approve the hiring of former external auditors for JEA senior-level
positions.
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Committee Education, Orientation, and Self-Assessment

e With Management, the Committee shall develop and participate in a process for
reviewing important topics presenting potential significant financial and reputational
risk to JEA.

e Individual Committee members are encouraged to participate in relevant and
appropriate self-study to assure understanding of the business and the environment in
which JEA operates

e The Committee shall review, discuss, and assess its own performance annually as
well as the Committee’s role and responsibilities, seeking input from Senior
Management, the full Board, Audit Services and the external auditors.

March 27, 2008 (07/02/08 jer)
August 9, 2010 (dac)

August 8, 2011 (dac)

August 13, 2012 (dac)
August 30, 2012 (dac)
September 17, 2012 (cb)
August 11, 2014 (dac)
August 10, 2015 (dac)
August 8, 2016 (svt)












H Audit Services Charter

Audit is “To enhance and protect organizational value by providing risk-based and
objective assurance, advice, and insight.”

The specific mission of JEA’s Internal Audit is to perform comprehensive, objective
audits (assurance services) and consulting reviews (consulting services) that fulfill the
purpose outlined above while conforming to the 11A’s Standard Practices, Code of Ethics,
Definition of Internal Auditing, and Mission of Internal Audit.

Scope and Responsibilities

Internal Audit’s responsibilities include both assurance services and consulting services,
which are defined by the I1A as follows:

Assurance Services:  “An objective examination of evidence for the purpose of
providing an independent assessment on governance, risk management, and control
processes for the organization. Examples may include financial, performance,
compliance, system security, and due diligence engagements.”

Consulting Services: “Advisory and related client service activities, the nature and
scope of which are agreed with the client, are intended to add value and improve an
organization’s governance, risk management, and control processes without the internal
auditor assuming management responsibility. Examples include counsel, advice,
facilitation, and training.”

Activities performed by Internal Audit in executing its assurance and consulting services
responsibilities include, but are not limited to, the following:

Assurance/Audit Activities

e Evaluate the effectiveness of controls over the reliability and integrity of
management information. Ascertain the level of compliance with policies,
procedures, laws and regulations.

e Review operations to evaluate whether established objectives and goals are being
achieved.

e Assist management in identifying operational, financial, regulatory and
reputational risks, and assess JEA’s ability to adequately mitigate these risks.

e Conduct objective reviews of company business activities, operations, internal
controls and performance management systems, and report results to JEA
management.

e Proactively consult with internal customers on recommendations and the
implementation of action plans, and monitor results.

e Perform engagement level audit planning and risk control assessment.

e Perform action plan follow-up.



H Audit Services Charter

e A detailed description of audit practices is contained in Procedures for
Conducting Internal Audits ASC0500 113.

Annual Risk Assessment and Audit Plan Activities

e Perform annual risk assessment activities and develop an annual audit plan. The
CAE will present the annual audit plan to the Finance & Audit Committee for
review and approval. Annual risk assessment/audit plan development will be
performed according to Audit Services Procedures ASC0500 1101 Risk
Assessment/Develop Audit Plan.

e The audit scope will be based on Internal Audit’s assessment of risk. Audit
coverage will focus on high risk areas as defined in the annual risk assessment
process.

Consulting Activities

e Provide consulting services per Audit Services’ Consulting Engagement
Procedure ASC0500 CE, where the level of risk warrants our involvement.
However, Audit Services does not act in an operating capacity, and cannot be part
of the approval process.

Auditors will not be assigned to audits or projects in areas where they previously worked
within the past 24 months, or where their degree of independence could be questioned in
any other way.

Quiality Assurance

Adequate supervision and quality assurance will be performed and documented for each
auditor and each audit assignment as defined in Audit Services’ Quality Assurance
Improvement Program (QAIP) Procedure ASC0500QA, which includes external peer
reviews as required by the 11A, at least every five years beginning in 2005.

Reporting

Detailed written reports will be prepared and issued to management following the
completion of each audit. The contents will be discussed with auditee management before
the reports are finalized, except in cases of fraud. Reports will generally be distributed to
the Chief/Vice President/General Manager and Director/Manager of the area being
audited, along with the Chief Executive Officer and the Chief Risk and Compliance
Officer. Final audit reports are also submitted to the Council Auditor’s office and the
Office of the Inspector General for the City of Jacksonville. Quarterly summaries of
audit results are presented to the Finance & Audit Committee of the Board of Directors.
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JEA Management Responsibilities

Although the role of Internal Audit is to assess internal controls, systems, procedures,
risks, etc., JEA management retains full responsibility for ensuring that JEA maintains an
appropriate framework of controls to reduce business risks to an acceptable level.

Management also has the responsibility and accountability for addressing weaknesses and
inefficiencies identified in both External and Internal Audit Reports and for taking the
necessary corrective action. If JEA management decides to accept a level of risk that
Internal Audit believes is imprudent and improper, and this difference of opinion cannot
be resolved, the CAE has the option to refer the matter to the Enterprise Compliance &
Risk Committee (ECRC) for discussion and resolution, as stated in the ECRC Charter.

Management should immediately inform the CAE of any significant internal control
problems, thefts, frauds, or unauthorized transactions.

Annual Review of Charter

This charter will be reviewed at least annually and revised as needed. The CAE will
present the charter at least annually to the Finance & Audit Committee for review and
approval.

Presented to the Executive Management Team October 5, 2004

Presented to JEA Board of Directors November 16, 2004

Revised January 7, 2009 to include the Finance & Audit Committee (F&AC)
Revised August 8, 2011 and presented to F&AC

Presented to the F&AC for review and approval Aug. 13, 2012, with no revisions
Presented to the F&AC for review and approval Aug. 12, 2013, with revisions
Presented to the F&AC for review and approval Aug. 11, 2014, with no revisions
Presented to the F&AC for review and approval Dec. 10, 2014, with revisions
Presented to the F&AC for review and approval Aug. 10, 2015, with no revisions
Presented to the F&AC for review and approval Aug. 8, 2016












Internal Audit 3Q16 Highlights

 We are extending an offer to a candidate for our Internal Audit position,
the final opening in the department.

« As of 6/30, there were 27 open audit and investigation report issues
requiring management’s corrective action plans.

 The current timeline for the FY16 Internal Audit Plan is shown on p. 14;

three of the postponed audits have been included in the FY17 Audit
Plan.




FY16 Internal Audit Plan - Timeline

Audit/Project Eldueie Auditor-in-Charge e [ FY 2016 Hours
Hours Report Date
Oct-15 | Nov-15 [Dec-15| Jan-16 | Feb-16 [ Mar-16 | Apr-16 | May-16 | Jun-16 | Jul-16 |Aug-16|Sep-16
2015 Neighbor to Neighbor Program Review (carryover) 5 Doris Champ 11/23/15
Completed (No
2015 TEA (carryover) 75 Troy England (TE) Report)
2015 HIPAA Audit (carryover) 20 Laurie Gaughan (LG) 11/18/15
2016 FY15 Performance Pay Review 150 TE 12/02/15
2016 SIRPP Fuels 400 LG 12/21/15
2015 Investment Recovery Limited Scope (carryover) 230 TE 04/01/16
2016 JEA Fuels 450 LG 04/22/16
2016 P-Card Audit 375 David Arnold (DA) 05/23/16
2015 Fleet Services (carryover) 130 Julie Moore / DA 07/31/16
2016 Disaster Recovery 375 Rashid Brittain (RB) 08/15/16
2016 Emerging Workforce Strategies 200 LG 08/15/16
2016 Distribution, Development & Joint Projects 400 TE 09/30/16
2016 System Protection & Controls 500 LG 10/30/16
2016 Facilities Management 550 DA 10/30/16
2015 Customer Billing & Payment Processing (carryover) 295 Postponed (Included in FY17 Audit Plan)
2016 Technology Infrastructure 400 Postponed (Included in FY17 Audit Plan)
2016 Information Security 400 Postponed (Included in FY17 Audit Plan)
2016 Debt Management 500 Postponed
2016 PMO 550 Postponed
2016 SIRPP Electric Production, Operations, and Bulk
Material Handling 350 Postponed
2016 SIRPP Electric Production Maintenance 350 Postponed
New Auditor Training 300 DA /RB N/A
2016 Action Plan Follow-Up 800 TE N/A
2017 Annual Risk Assessments 375 DA/LG/RB/TE N/A

Completed Audit
In-Progress Audit
Scheduled Audit
Pending Audit

Administrative

®




Enterprise Risk Management (ERM) - Committee Structure

 JEA’'s ERM program identifies, assesses, measures, monitors and actively manages risk,
including mitigation strategies and actions. Top corporate risks are reviewed monthly by the
Enterprise Compliance & Risk Committee (ECRC) & quarterly with the Board.

* Enterprise Compliance & Risk Committee
and Subcommittees

Electric Risk

FERC/NERC/CIP Electric Compliance

Fuel and Purchased Power

Debt and Investment

Revenue and Expense Management
Technology Projects

Technology Risk

Compliance Oversight

Water and Wastewater Regulatory Compliance

SHEN

Electric Risk
Water and Committee FERC/NERC/

Wastewater .
Regulatory CIP Elgctrlc
Compliance Compliance

Committee Committee

Compliance Al eine
P Purchased

Oversight Enterprise i
. Power Risk
Committee e S Compliance Committee

and Risk
Committee

Technology Debt and
Risk Investment
Committee Committee

Revenue &
Expense
Management
Committee

Technology
Projects
Committee




ERM Corporate Risk Heat Map

Total # of

Top Corporate Risks Score Risks

Tier 1 (See p. 7) 10-25 14 Impact x

Tier 2 (See A1) 59 27 Likelihood

Tier 3 (See A2) 1-4 13 Score

Almost
Certain 5 5 10 15-25
>90%
Likely i Orange
65-90% 4 4 8 10-12
U .
S | Possible 3 g.g | Yellow
o 35-65%
—
@ | Unlikely ] Light
— 5-35% 2 4-6 Green
1
Rare
1 2 3 4 5
Minor [Moderate| Significant | Major Severe
Impact

Eﬁ *The risk score is a factor of the risk impact x likelihood.




ERM - Tier 1 Top Corporate Risk Trends

FY2012 FY2013 FY2014 FY2015 FY2016 | Long Term Risk

Risk Exposure Trend
= a4 |a1|a2|a3|as|a1|az|a3|as|a1|a2|a3|as|Q1|@2(@3| (s 5 years)

Electric Risks

EO1 - Carbon Emission Mitigation - Clean Power Plan (CPP)

EO02 - Effluent Limit Guidelines for Steam Units & Stable

EO4 - Adverse Electric Commodity Supply and Pricing 12 121212 <> Stable

EO3 - Coal Combustion Residual Rule (CCR) 10 ¢ Stable
EO5 - Cooling Water Intake Structures 316(b) 12 (12(12|10|10|10{10(10(10|10|10|10|10|10({10|10 <> Stable
EO6 - Long-term Planning/Load Forecast - Electric 6 6|6 6|6 |6|6|10/10|10{10(10({10|10|10|10

EO7 - Critical Infrastructure Protection (CIP) Compliance

Water/Wastewater Risks

WO1 - Water Supply Management/Long Term Planning
Corporate Wide Risks

HO1 - Pension Costs

FO1 - Revenue and Expense Management

C16 - Weather and Climate Change Impact

CO01 - Customer Relationship Management 12 1121212121212 (12|12 <> Stable

C02 - Physical Security (Facilities Infrastructure Security and
Regulatory Compliance)

C03 - New Technology 1211212 (12|12|12 (12|12 |12

| E = Electric, W = Water/Wastewater, F = Financial, H = Human Resources, T = Technology, C = Corporate-wide. Risks are in order by risk score within Business Function
' « . - 7
® These risks possess the greatest potential impacts to JEA.

9 919|19(9(9(12|12|12|12|12|12(12|12|12|12




ERM 3Q16 Highlights

* Added two new risks during 3Q:

o Weather & Climate Change Impact - The unpredictability of weather patterns and/or short-
term or seasonal extreme weather negatively impacting long-term planning, financial and
reliability performance.

o Public Perception of Water Quality - Water quality issues in other municipalities have
heightened the public’s sensitivity to water quality.

« Commenced ongoing business unit risk assessments to better align business processes with top
corporate risk mitigations efforts, as well as identify/manage risks that may negatively impact
business objectives.

* Implementing required risk management training for all appointed employees to enhance
understanding of JEA's risk management infrastructure, improve risk identification, assessment
and mitigation skills, and enhance the interdepartmental coordination of risk mitigation efforts.

* Aligned audit entities with top corporate risks to enhance ERM/Audit coordination and focus
towards business functions with the highest risks and to verify the adequacy of controls and
mitigation efforts.
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ERM 3Q16 Highlights (cont.)

Continuous Auditing/Continuous Monitoring (CACM) - Current Functionality

JEA utilizes ACL software to develop and operate a data analytics function
aimed at analyzing transactional data from the Oracle system.

The Continuous Audit/Continuous Monitoring (CACM) function provides an
automated means to identify transactions that are in violation of policy,
processing errors and/or potential fraudulent activities.

CACM functionality.

GRC (Governance/Risk/Compliance) Enhancement Discussions

Audit Services is considering enhancing the current ACL application
functionalities and possible replacement of the current audit management
application (AutoAudit) and ERM manual spreadsheets with the ACL-GRC
application.

SJEN 9



Ethics Investigations & Audit 3Q16 Highlights

Team is now fully staffed, Manager and two Senior Ethics Auditors.

As of 6/30/16, 233 cases have been handled through the Ethics
Hotline (EHL) since its inception in 2006.

We have begun our collaboration with the City’s Office of the Inspector
General (OIG), in compliance with their Ordinance Code requirements
relating to fraud, waste and abuse cases we receive through the EHL
and other sources. We are developing a reporting protocol to streamline
the handling of these cases between JEA and the OIG.
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3Q16 Ethics Hotline (EHL) Cases

Open Cases - Cases Opened Cases Closed Open Cases -
4/1/2016 During FY16 During FY16 6/30/2016
8 14 8 14

Categories For Cases Opened During 3Q FY16
Alleged Misuse of Resources / Fraud / Theft
Alcohol / Substance Abuse
Request for Information
Conflict of Interest / Ethics Matters
Total 14

P NN O
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Summary of Closed EHL Cases - 3Q16

Reporting Source Allegation Investigation Results

®

JEA-14-12-0003 - A letter was received from an attorney for
a client who asserted knowledge of a kickback scheme
between a JEA vendor and two previous JEA employees.
The information suggested that transactions were set up to
invoice a higher amount, charge the payment to a JEA P-
Card, and the vendor would then kick back money to the P-
Card holder (the JEA employee).

JEA-15-03-0001 - An employee allegedly falsified time
sheets by entering overtime that was not worked and,
purchased items on a company P-Card to later take the
items home. The caller also heard rumors that this
employee and others sabotage things at the plant so they
will be called in to get paid overtime hours. It was alleged
the employees think this person is untouchable and does
not have to follow the rules because an immediate family
member holds a management position in the organization.

JEA-16-01-0001 - The caller indicated that for approximately
a year, a JEA-appointed employee has falsified his/her
timesheets. Management approved the employee's
timecards without verification.

We did not find evidence to support the allegation.

During this investigation, we found evidence that the vendor was not in full
compliance with his JEA contract relating to drug screening of his employees
working on JEA sites. Recommendations were made to improve the process for
monitoring contractor drug screening in compliance with contract requirements.

We were able to conclude there were occasions where the employee in question
did not work the hours claimed on the applicable time card; however, we were
unable to find evidence to confirm the allegation that this employee or others
sabotaged things at the plant to be called in later for overtime.

No evidence was found to support the concern that the employee purchased items
on a P-Card to later take the items home, although we did find evidence of missing
items from the facility. As a result of this investigation and other issues, the
employee is no longer working for the organization. Also, Management initiated
procedures related to P-Card usage and inventory accounting/use.

A review indicated multiple instances where the employee’s timecard hours did not
agree with the time the employee was on property. This was discussed with the
employee’s Director, Executive Management and Human Resources. With
management approval, appointed employees are allowed to flex their time and to
work from home. The employee’s Director was able to provide information to
account for some of the employee’s work time from home, and while there were
anomalies in the work hours, the Director confirmed that the employee’s
performance meets expectations.

Based on the results of this case, the employee’s Director indicated that the
employee has subsequently changed his/her routine, made schedule adjustments,
and is providing more accountability to those he/she works with. In addition, we
made recommendations to HR management to clarify the procedure related to
appointed personnel working from home.
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Summary of Closed EHL Cases - 3Q16 (cont.)

Reporting

Allegation Investigation Results

Source

JEA-16-03-0002 - Five pressure transducers were discovered
missing from SJRPP.

JEA-16-04-0005 - The caller alleged a Randstad employee was
given management approval to attend a JEA electric class which
might have been intended for employees only. The caller was
concerned as the budget is tight and was not sure who was
paying for the class or why a non-employee was allowed to
attend.

JEA-16-05-0002 - The caller requested guidance in regards to
obtaining quotes from contractors and possibly hiring a JEA
contractor to do work at his/her residence. The caller is
responsible for approving invoices for the contractor and wanted
to know if there will be any issues with hiring them to do the
work.

JEA-16-05-0003 - The anonymous caller requested guidance
regarding receiving customer property (not JEA property) such as
copper wire and steel pipes that customers do not want. The
employees did not want to get in trouble if they were caught with
the materials in their possession.

JEA-16-06-0001 - External letters to JEA alleged an employee has
been spending significant working hours playing an online game,
and that the employee’s boss was aware and allows it.

®

Our joint investigation with law enforcement concluded the transducers (valued at
approximately $8,000) were stolen, and the identification of the person(s) responsible for
the theft could not be determined. We made a recommendation to provide better control
and security over items of value that can easily be concealed and removed.

We determined it was management’s discretion as to whether or not a Randstad employee
was allowed to attend classes that are not required. The Randstad employee did attend the
“Everything Electric at JEA” class. Because the class was taught in-house by a JEA employee,
there was no additional cost to JEA for the Randstad employee taking the class.

Because the caller was asking for advice on an ethics-related matter, the caller’s
information was provided to JEA’s Ethics Officer, who provided guidance to the caller.

Because the caller was asking for advice on an ethics-related matter, the caller’s
information was provided to JEA’s Ethics Officer, who provided guidance to the caller.

Our investigation did not identify any evidence to support the allegations.
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Appendix

 The following supplemental documents are included in the Appendix,
and are cross-referenced within the preceding presentation:

o A1-A2 - ERM Tiers 2 & 3 Top Corporate Risk Trends (p. 6)
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Enterprise Risk Management - Tier Two Risk Trends as of Current Quarter (Q3 FY16)
(See P. 6 in Presentation)

Risk FY2012

E = Electric, W= Water/Wastewater, F = Financial, H = Human Resources, T = Technology, C =
Corporate-wide. Risks are in order by risk score within Business Function Q4

FY2015

Q2 | Q3

Electric Risks
EO8 - SJIRPP
EO09 - FERC/NERC (Section 693) O&P Reliability & Compliance 9 9 8 | 8 &> Stable

E10 - Nuclear Power Portfolio

E21 - Natural Gas Sales - Commercial Customers &> Stable

E11 - Infrastructure Maintenance - Electric Systems Assets &> Stable

E20 - Operations Technology Management - Electric &> Stable

E12 - By Product Management & Stable

E13 - Infrastructure Destruction Due to Severe Weather &> Stable

| 9 |9]ofololololaloalofo]o[o]o]o NENEIE
88 |8 |8|8]|38 &> Stable

&> Stable

Water/Wastewater Risks
W02 - Operations Technology Management - Water/Wastewater Systems

W03 - Sanitary Sewer Overflow Management

WO04 - Infrastructure Maintenance - Water/Waste Water Systems
Corporate Wide Risks

CO5 - Records Management &> Stable

C06 - Fraud Risk Management

TO2 - Cyber Security Information Protection
HO2 - Staffing

&> Stable
&> Stable

HO3 - Public and Employee Safety

TO5 - Technology Services Resource Optimization

TO1 - Technology Infrastructure Reliability &> Stable

TO3 - Cyber Security Business Disruption

0|0 (0| O| V(W | WV|WV| WV

TO4 - Technology Services Disaster Recovery/Business Continuity &> Stable

00 (00 (00 |00 |0 |00 |WO | W |W|W | W/ W
00 (00 (00 |00 |0 |0 |WOW | W |W|W | W/ WO

CO04 - External Influence on Policy 9 9 9 (9 (9(10(10|10|10|10| 10| 10|10 &> Stable
CO7 - Disaster Recovery/Business Continuity 8 8 8 8 &> Stable
C08 - Black Swan (High Impact - Low probability event) 8 8 8 (8|8 |8 8 (8| 8 8 &> Stable
FO3 - Credit Availability/Cost 9 9 &> Stable

C09 - Other Regulatory Compliance &> Stable

FO04 - Counterparty Risk &> Stable
&> Stable

E = Electric, W = Water/Wastewater, F = Financial, H = Human Resources, T = Technology, C = Corporate-wide. Risks are in order by risk score within Business Function | 1




Enterprise Risk Management - Tier Three Risk Trends as of Current Quarter (Q3 FY16)
(See P. 6 in Presentation)

Risk
E= Electric, W= Water/Wastewater. F= Financial, H= Human Resources, T= Technology, C=
Corporate -wide. Risks are in order by risk score within Business Function

Electric Risks

E15 - TEA Activities Risk Management

E16 - Air Emissions Reduction Regulatory Initiatives

FY2012

FY2015

Q4

& Stable

&> Stable

E17 - Mercury and Air Toxics Standards (MATS)

E18 - Renewable Energy Standards

E19 - Plant Scherer Environmental Lawsuit
Water/Wastewater Risks

WO5 - Numeric Nutrient Criteria Mandates
Corporate Wide Risks

C10 - Project Risk Assessment and Capital Allocation

C12 - Capacity Plan Land Acquisition

C13 - Key Customer Accounts Management

FO2 - Financial Regulatory Compliances (e.g. Dodd-Frank Bill)

&> Stable

&> Stable

&> Stable

&> Stable
&> Stable
& Stable

&> Stable

FO5 - IRS Bond Audit Records Requirements

HO4 - Benefits

C14 - Environmental Compliance Management

s 19s[s]ss]a]ss]s
9

&> Stable

&> Stable

E = Electric, W = Water/Wastewater, F = Financial, H = Human Resources, T = Technology, C = Corporate-wide. Risks are in order by risk score within Business Function |
















COORDINATED DISPATCH SAVINGS

On March 25, 2016 JEA entered into a coordinated dispatch agreement with Gainesville
Regional Utilities with the intent to optimize asset utilization of both utilities, and to
pass on the savings to customers.

After Agreement
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COORDINATED DISPATCH SAVINGS

This agreement has produced $78,631 of savings to JEA year to date, and expects this to
produce approximately $6.5 million in savings annually.

The current Pricing Policy does not address the treatment of these margins:
» Savings allocated to JEA’s base will aid in mitigating current year base expenses
» These savings assist in keeping rates as low as possible for customers.

Staff recommends the Finance and Audit Committee recommend to the full Board to approve the
proposed edits to the Pricing Policy, including an addition that states “Gains realized from coordinated
dispatch agreements will be allocated to base revenue, unless otherwise directed by the Board”, as
well as administrative edits.
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Manager Water Wastewater Systems, and Vice President/General Manager
Electric Systems will meet to develop strategy and review pricing and financial
performance. JEA'’s Financial Planning and Rates department will develop and
manage processes to implement and administer this Policy. Based on this
review, any changes to pricing such that JEA continues to have rates based on
cost of service and sufficient to maintain each System’s financial integrity will be
recommended to the Board for approval.

Authorization

The JEA Board of Directors is independent from JEA management and has the
power to fix, pledge to establish or establish, levy, regulate, impose and collect
rates, assessments, fees and charges for the use or benefit of the utilities system
and to alter and amend the same from time to time.

Although JEA is a non-jurisdictional entity, Tariffs approved by the Board of
Directors are filed with the Public Service Commission for information and
review. The Florida Public Service Commission (FPSC) does not regulate the
revenue requirement of municipal utilities, yet pursuant to Section 366.04 (2),
Florida Statues, the FPSC has jurisdiction to review a rate structure for municipal
utilities.

Electric System

Revenue requirements and rate design for the Electric System shall be
constructed in three major categories: Base Rate, Fuel Charge, and
Environmental Charge.

Base Rate
Structure

The Base Rate will be structured with two major components: a fixed monthly
charge and consumption charges. The fixed charge is billed as a “Basic Monthly
Charge” and the consumption charges are billed as “Energy Charge,”
“Residential Conservation Charge,” “Demand Charge,” and “Excess kVar
Charge.” (ltalicized charges apply to commercial or industrial customers only,
and do not appear on residential bills.) Revenue requirements and rates will be
set using depreciation expense as the capital recovery estimate but must also
ensure the financial integrity of the Electric System by achieving the following
objectives:

e A minimum annual total debt service coverage ratio of 2.2x, (with a long-
term goal of consistently achieving a minimum annual total debt service
coverage ratio of 2.5x)

e A minimum of 150 to 250 days of liquidity

e Continue to move towards a maximum debt to asset ratio of 60%

e Maintain stabilization funds as detailed in the “Stabilization Funds” section

Staff plans to phase in higher fixed components of base rates over time, utilizing
widely accepted principles and practices to better reflect the fixed components of
JEA’s electric system cost structure.
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Pricing
The Base Rate will recover expenditures necessary to operate and maintain the
system, depreciation expense, capital required to maintain the system, the
necessary contribution to the City, any special charges for programs adopted by

JEA and approved by the Board, and additional revenues required to maintain
the financial integrity of the System.

Staff will review with the Board of Directors the Base revenue and capital funding
plans during both the annual budget cycle and the discussion of the Five Year
Projection (as outlined in the “Five Year Projection” section). Recurring capital
will be recovered from revenues each year. Non-recurring or unanticipated (i.e.,
storm damage or major equipment failure) costs will be evaluated by
management to determine the best source of capital funding. This can include
absorbing the cost in the current year budget or the inclusion of cost in future
rates over a period of time with funding of the cost from debt or reserves.
Authorization from the Board to recover non-recurring capital over a future period
of time may constitute an asset on JEA’s balance sheet.

The Base Rate will additionally include a policy-directed allocation of current year
base electric revenues to Customer Benefit programs to be collected in addition
to the Residential Conservation Charge. Staff will develop specific programs
such as electrification, direct load control, demand side management, residential
low income efficiency programs, and customer utility optimization education
programs, set program objectives and periodically report the status of the
programs. Each year, the Customer Benefit budget will include an allocation for
customer education initiatives at least equal to revenues generated from the
Residential Conservation Charge (initially set at $0.01 per kWh for monthly
residential consumption in excess of 2,750 kWh) collected from customers in the
prior year. The budgeted carve-out from the Base Rate will be set each year
based on funding required to meet the targets determined by staff, at least equal
to the Residential Conservation Charge and not to exceed $0.50 per 1,000 kwWh.
Any amounts collected in excess of current and future anticipated need will be
used for future costs or refunded to customers. The Customer Benefit programs
do not function as special charge, but are a component of JEA’s cost of service
in determination of the Base Rate each year.

Gains realized from coordinated dispatch agreements will be allocated to base
revenue, unless otherwise directed by the Board.

Fuel Charge
Structure

The Fuel Charge is designed to recover fuel and energy costs and will be
structured with three potential components, the Variable Fuel Rate, the Fuel
Stabilization Charge and the Fuel Recovery Charge.

The Variable Fuel Rate will be structured for full recovery of actual energy
expenditures including direct fuel expenses, fuel procurement, fuel handling,
residual disposal expense, less any proceeds from the sale of residuals,
byproduct expenses directly utilized in managing the facilities used to prepare the
byproduct for its final disposition, fuel hedging activities including gains and

3
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losses on settlement of fuel hedges, purchase power energy charges such as
fuel, and renewable energy that is not considered generation available for JEA’s
current capacity plans. This charge can be adjusted up or down based upon
energy costs. The Fuel Charge structure shall also include a charge for Fuel
Stabilization to fund potential negative variances between projected and actual
energy costs, when projections at the time of the rate setting indicate this fund
balance will be below the target balance during the rate period. A Fuel Recovery
Charge may also be included as part of the Fuel Charge if needed to recover a
cumulative fuel fund deficit over a set number of years.

Pricing

The Fuel Charge will be set annually during the budget process to be effective
October 1 of the upcoming fiscal year. The Charge is based on the forward
twelve-month energy cost projection and will be structured to fully recover all
expected fuel-related costs and any amounts for Fuel Stabilization Fund,
discussed below, over the coming fiscal year. Provided the actual plus forecasted
energy costs remain within 10% of projected energy cost, any variance will be
“trued-up” annually and recovered in the subsequent twelve month period.
Should actual plus forecasted energy costs exceed the 10% range of projected
energy costs during the twelve month period, rates may be adjusted to reflect
current market conditions. For example, a Variable Fuel Rate charge of
$50.00/1,000 kWh may be adjusted when the twelve month projection for total
energy cost is less than $45.00/1,000 kwWh or greater than $55.00/1,000 kWh.
Absent a rate change, Fuel Charges collected in excess of fuel expenses are
deposited in the Fuel Stabilization Fund, and under collected amounts are funded
through Fuel Stabilization Fund withdrawals until rates can be adjusted.

The Fuel Charge may include an amount for a Fuel Stabilization Charge to fund
potential short-term negative variances between projected and actual energy
costs. The target balance in the Fuel Stabilization Fund is equal to 15% of the
greater of (i) the maximum 12-month historical fuel cost or (ii) the projected 12-
month fuel cost. Should the Fuel Stabilization Fund balance reach the 15% level
at any point during the twelve month variable fuel rate cycle, the CEO, CFO,
CCO, and staff will evaluate the Fuel Stabilization Fund balance, projection
through year-end, and current market prices and volatility, and will recommend to
the Board to either continue funding with no change, credit customers with the
overfunded amount, or modify the Fuel Charge. Absent any specific change, the
Fuel Charge will continue to be collected until the end of the cycle. An objective
of the Fuel Stabilization Charge is to establish the most transparent mechanism
to communicate the amount of the Fuel Charge which is being collected to fund
the Fuel Stabilization Fund, and thus should be utilized in the communication
with stakeholders. Allowable uses of the Fuel Stabilization Fund shall include
cash deposits supporting any fuel fund deficits, energy risk management
activities, and inter-fund loans.

The Fuel Charge may also include a Fuel Recovery Charge to recover any
cumulative fuel fund deficit. Allowable uses shall include debt reduction,
repayment of inter-fund loans, new inter-fund loans, and fund activities employed
during the time the fuel deficit accumulated that were used to fund the deficit.
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Each month management shall report the total fuel revenues, expenses and the
resulting surplus or deficit. All authorized fuel related costs shall be recovered
through the Fuel Charge, and funds collected in excess of authorized fuel related
expenses (including Fuel Stabilization Fund deposits, when required) shall be
used to fund future expenses or be refunded to customers.

Environmental Charge
Structure

The Environmental Charge is applied to all kWh consumption and structured to
provide funding for major specific environmental and regulatory program needs.

Pricing

The Environmental Charge is designed to recover from customers all costs of
environmental remediation and compliance with new and existing environmental
regulations, excluding the amount already collected in the Environmental Liability

Reserve. Applicable use of funds is described in the “Stabilization Funds”
section.

Water and Sewer System

Revenue requirements and rate design for the Water and Sewer System shall be
constructed in two major categories: Base Rate and Environmental Charge.

Base Rate
Structure

Revenue and rate design for the Water and Sewer System shall be constructed
in two major categories: monthly charges and initial charges, including capacity
and main extension fees. Standard monthly charges will include two primary
components: A fixed monthly charge and volume charges based on customer
usage. The fixed charge is billed as a “Basic Monthly Charge” and the volume
charges are billed as “Water Consumption Charges” and “Sewer Usage
Charges”.

Revenue requirements and rates will be set using depreciation expense as the
capital recovery estimate but must also ensure the financial integrity of the Water
and Sewer System by achieving the following objectives:

A minimum annual total debt service coverage ratio of 1.8x, with a long-
term goal of consistently achieving a minimum annual total debt service
coverage ratio of 2.0x

e A minimum of 100 days of liquidity

e Along-term objective of a maximum debt to asset ratio of 50%

e Maintain stabilization funds in the “Stabilization Funds” section

Pricing

The Base Rate will recover expenditures necessary to operate and maintain the
system, depreciation expense, capital required to maintain the system, the
necessary contribution to the City, any special charges for programs adopted by

JEA and approved by the Board, and additional revenues required to maintain
the financial integrity of the System.
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Staff will review with the Board of Directors the Base revenue and capital funding
plans during both the annual budget cycle and the discussion of the Five Year
Projection (as outlined in the “Five Year Projection” section). Recurring capital
not recovered via the Environmental Charge will be recovered from revenues
each year. Non-recurring or unanticipated (i.e., storm damage or major
equipment failure) costs will be evaluated by management to determine the best
source of capital funding. This can include absorbing the cost in the current year
budget or the inclusion of cost in future rates over a period of time with funding of
the cost from debt or reserves. Authorization from the Board to recover non-
recurring capital over a future period of time may constitute an asset on JEA’s
balance sheet. The annual principal repayment requirements and contributions
to the Renewal and Replacement Fund will be added to the non-capacity capital
expenditure amount with the amount in excess of the annual depreciation
expense included as an additional cost in setting rates. Capacity fee revenue will
be used as an additional source of revenue in determining annual revenue
requirements.

Capacity fees to recover water, sewer and reclaimed water treatment facilities
investment are established to recover 100% of the cost, including materials, of
performing these services. These fees will be reviewed and if necessary,
adjusted at least every three years. Capacity fees to recover the cost of off-site
water and sewer line extensions shall be established to recover:

e 75% master plan main extension attributed to general system growth,
assessed on a per connection basis; and

e 100% main extension attributed to specific development, assessed to the
developer in accordance with JEA’s development policy.

On-site line extensions have been and will remain the financial responsibility of
the developer, builder, homeowner or business and shall be contributed to JEA
at no charge to own, operate and maintain.

Tap and meter fees will be established to recover 100% of the cost, including
materials, of performing tap and meter services. These fees will be reviewed
and, if necessary, adjusted at least every three years.

Staff will review with the Board of Directors the revenue and capital funding plans
during both the annual budget cycle and the Five Year Projection/Rating Agency
cycle.

Environmental Charge
Structure

The Environmental Charge is applied to all kgal sales and structured to provide
funding for major specific environmental and regulatory program needs.

Pricing
The Environmental Charge is designed to recover from customers all costs of
environmental remediation and compliance with new and existing environmental

regulations. Applicable use of funds is described in the “Stabilization Funds”
section.
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Annually the Board will review and approve the operating, maintenance and
capital costs of projects to be included in determining the Environmental Charge
for that year. For capital projects funded from sources other than the
environmental charge revenues, the Board will determine an appropriate method
including recovery period for including these costs in the determination of the
Environmental Charge. The revenues collected will be used to reimburse the
fund that provided the original funding. Methods used for recovery can include
amortization over a relatively short period of time, depreciation expense and
related carrying charge of the related asset or other reasonable methods.

Any revenues collected in excess of costs in any period will be used to fund
operating and capital costs of approved projects in the future.

The amounts collected from the Environmental Charge will be accounted for in
the Water and Sewer System Environmental Stabilization Fund. Amounts
collected for future environmental capital projects are transferred from the Water
and Sewer System Environmental Rate Stabilization Fund to the Environmental
Capital Fund.

Five Year Projection

Staff will prepare a Five Year Projection annually that will be presented to Board
of Directors and Rating Agencies. The Five Year Projection will address the
status of the current pricing and forecasted cost-based revenue requirements.

The annual budgeting process will be used to project the cost-based revenue
requirements and suggested pricing for the next fiscal year. Thereafter, factors
to be considered in the projections include:

e Required revenue and resulting rates

e The forecast of unit sales

e Projected fuel and purchased power costs

e Projected non-fuel purchased power costs

* Projected operating and maintenance costs

e Contribution to the City General Fund

e Renewal and Replacement Deposit

e Amortization of regulatory assets and liabilities including gains and losses
on debt refinancing, debt issue costs and other items approved by the
Board

e Desired level of operating capital outlay

e Projected depreciation expense

e Desired debt service coverage, liquidity, and debt to asset levels
consistent with a highly rated electric and water and sewer utilities

e Analysis of costs and revenue of any special charges for programs
adopted by JEA and approved by the Board

Stabilization Funds

The Board authorizes the funding and utilization of certain Stabilization Funds
within each of the Electric and Water and Sewer Systems. Deposits and
withdrawals will be made into each of the funds as specifically described below,
and are governed by both this Pricing Policy and JEA’s Bond Resolutions. The
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Stabilization Funds described below have a specific funding source which is
approved by the Board, and uses of funds which are also approved by the Board.
Any excess amounts remaining after the funding target is met and expenses are
paid are refunded back to customers.

Fuel Stabilization Fund
Target Balance

The target balance in the Fuel Stabilization Fund is equal to 15% of the greater of
(i) the maximum 12-month historical fuel cost or (ii) the projected 12-month fuel
cost.

Funding and Authorization

The Fuel Charge for each Fiscal Year is established to include the projected fuel-
related expenditures for the upcoming fiscal year as well as deposits required
into the Fuel Stabilization Fund to maintain the target balance in the Fund. These
projections, including any Fuel Stabilization Fund projected deposit amounts, are
approved by the Board in connection with the approval of the annual Budget.
Deposits to the Fuel Stabilization Fund during the fiscal year are made for
amounts representing the excess of the variable rate fuel revenues (not including
the fuel stabilization revenues) recorded for the fiscal year over the amount of
actual fuel and purchased power expense for the fiscal year.

Allowable Uses

Withdrawals from the Fuel Stabilization Fund for fuel stabilization are limited to
the following purposes:
a) to reduce the variable fuel rate charge to the customers for a
determined period of time
b) to reduce the excess of the actual fuel and purchased power expense
for the fiscal year over the variable fuel rate revenues
c) to pay for the costs associated with any energy risk management
activities and/or
d) to be rebated back to the customers as a credit against the electric bill

The balance in the Fuel Stabilization Fund may also be borrowed by the Electric
System operating fund through an interfund loan, which requires the approval of
the CFO and the CEO with the amounts required to be repaid within a
reasonable period of time.

Excess Funds

Funds collected in excess of authorized fuel related expenses (including Fuel
Stabilization Fund deposits, when required) shall be used to fund future
expenses or be refunded to customers.

Customer Benefit Stabilization Fund
Funding and Authorization

Deposits to the Customer Benefit Stabilization Fund are made for amounts
representing the Residential Conservation Charge to the customer ($0.01 per
kWh over 2,750 kwWh) and the Customer Benefit Revenue Allocation (up to $0.50
per 1,000 kWh) during the course of the fiscal year. The Residential
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Conservation Charge revenues are direct collections from customers based on
sales. The Customer Benefit Revenue Allocation is approved by the Board in
connection with the annual Budget process.

Allowable Uses

Withdrawals from the Customer Benefit Stabilization Fund are limited to amounts
representing charges to the applicable “Customer Benefit” expense types, which
represent Customer Benefit programs approved annually by the Board. Amounts
withdrawn from the Customer Benefit Stabilization Fund will first be funded by the
Residential Conservation Charge ($0.01 per kWh over 2,750 kWh) and the
remaining funded by the Customer Benefit Revenue Allocation (up to $0.50 per
1,000 kWh). Any costs not recovered in the current year will be collected in
future years through the Residential Conservation Charge and the Customer
Benefit Revenue Allocation.

Excess Funds

Funds collected in excess of the approved Customer Benefit programs shall be
used to fund future program expenses or be refunded to customers.

Electric System Environmental Stabilization Fund
Funding and Authorization

Deposits to the Electric System Environmental Stabilization Fund are made for
amounts collected from the Environmental Charge to the customer. The
Environmental Charge will be set each year to recover the costs of approved
projects. Any shortfalls will be included as a cost in determining the
Environmental Charge.

Allowable Uses

Withdrawals from the Electric System Environmental Stabilization Fund are
limited to potential environmental expenditures approved by the Board, and may
include regulatory initiatives such as the cost of acquisition of renewable energy
capacity.

Excess Funds

Funds collected in excess shall be used to fund future environmental expenses
or be refunded to customers.

Water and Sewer System Environmental Stabilization Fund
Funding and Authorization

Deposits to the Water and Sewer System Environmental Stabilization Fund are
made for amounts collected from the Environmental Charge to the customer.
The Environmental Charge will be set each year to recover the costs of approved
projects. Any shortfalls will be included as a cost in determining the
Environmental Charge.

Allowable Uses

Withdrawals from the Water and Sewer System Environmental Stabilization Fund
are limited to major environmental and regulatory program needs. Capital costs

include those costs associated with specific environmental or regulatory
9
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requirements. Costs directly required to operate and maintain the
environmentally driven or regulatory required assets can also be funded from this
revenue source. The Environmental Charge revenue may also be used for JEA’s
cost participation with the City of Jacksonville septic tank phase-out program,
including a waiver of sewer and main extension fees, or for well mitigation.
Additionally, the Environmental Charge revenue may be used for Customer
Benefit programs supporting the Consumptive Use Permit objective to reduce
JEA’s demand on the Florida Aquifer.

Excess Funds

Funds collected in excess shall be used to fund future environmental expenses
or be refunded to customers.

Debt Management Strategy Stabilization Fund

Funding and Authorization

The Board will approve a Debt Management Policy and use of related
stabilization funds. Deposits to the Debt Management Strategy Stabilization Fund
will be for amounts associated with any debt management strategy objectives.
The Board as part of the budget review process will determine and approve the
amounts included in rates that are to be deposited into the Debt Management
Strategy Stabilization Fund for the year. The Board may, periodically throughout
the year, determine and approve changes to these amounts. The amounts
included in rates and deposited into the stabilization fund are intended to offset
future costs.

Allowable Uses

Withdrawals from the Debt Management Strategy Stabilization Fund for debt
management strategy can be made for expenses related to market disruption in
the capital markets, disruption in availability of credit or unanticipated credit
expenses, or to fund variable interest costs in excess of budget. Any amounts
withdrawn for these costs will subsequently be presented for approval by the
Board.

Excess Funds

Amounts deposited into the Debt Management Strategy Stabilization Fund for
debt management strategy in excess of the target amount set forth in the Debt
Management Policy in both the Electric and Water and Sewer Systems may be
authorized by the Board to be used to (1) maintain the financial integrity of the
Systems, (2) fund future debt-related expenses including early debt retirement or
defeasance, or (3) be refunded to customers.

Non-Fuel Purchased Power (NFPP) Stabilization Fund

Target Balance

Initially, the total projected principal payments incurred by MEAG for the Vogtle
Units 3 and 4 Purchased Power Agreement prior to the operating date of each
unit.
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Funding and Authorization

Deposits to the NFPP Stabilization Fund are for amounts associated with any
non-fuel purchased power. The Board will determine as part of the Budget
approval process or periodically throughout the year the amount to include in
rates that will be deposited into the NFPP Stabilization Fund.

Allowable Uses

Withdrawals from the NFPP Stabilization Fund are to reimburse non-fuel
purchased power expenses associated with Plant.

Excess Funds

Funds collected in excess shall be used to fund future non-fuel purchased power
expenses or be refunded to customers.

Health Self-Insurance Reserve

Target Balance

The target size of this reserve is based on regulatory requirements, market
conditions and risk management experience, along with input from the
Department of Insurance, the regulatory body responsible for oversight of all self-
insurance health and medical plans.

The objective is to maintain appropriate reserves and to ensure the long-term
viability of the organization and the sustainability of the self-insurance health
programs. Rule 690-149.053, Florida Administrative Code requires that JEA
maintain a minimum surplus reserve of 60 days over and above the amount
needed for the Plan’s claim liability to cover costs associated with unexpected
claims.

Funding and Authorization

JEA has established, from operating revenues, an internally designated “Health
Self-Insurance Fund” to cover reserve requirements for its self-insurance health
program. Reserve requirements will be reviewed and approved by the Board
annually. The Board, as part of the Budget approval process, will approve
amounts to be collected in rates that include both the current anticipated cost
less amounts approved to be contributed by employees as well as amounts to
maintain an adequate reserve for future costs.

Allowable Uses:

The amounts approved for recovery from the employees will be used to reduce
the annual cost. Any costs in excess of revenues collected will be included in
rates at the direction of the Board in a future period.

Excess Funds

Any amount over the required reserve requirement will be used to reduce future
costs included in rates or will be refunded to the employee through premium
holidays as approved by the Board.
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Policy Exceptions

Any pricing activity determined to be in conflict with this Policy will be brought to
the Board of Directors for review and approval prior to adoption, and resulting
metrics will be reported on an annual basis within the Five Year Projection.

Effective Date

This Pricing Policy became effective October 1, 2005 (originally called “Pricing
Philosophy”). This revision will become effective on the date on which it is
adopted by the full Board effective October 1, 2014.
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FY15/16 Comparison

Ethics Inquiries Comparison FY15/FY16
3rd Quarter Results

19

Total Inquiries

Misc.
e ‘
FY15-30
FY16 - 46
\
Secondary Employment _
) 23
Gift
4
Conference
5 10 15 20 25
Conference Gift Secondary Employment Misc.
OFY16 4 23 0 19
mFY15 8 10 4 8

JEN 2



FY16 Gift Registry

Food Items: lunch or dinners

FY15/16 Gift Registry Estimates Comparison during meetings or trainings,
jar of mints, assorted candies
Per Quarter and cookies
$10,000.00
¥9,000.00 Promotional items: ball caps,
$8,000.00 t-shirts, pens
$1,964.40
o $700000 $1,026.00
=
é $6,000.00
<<
3 $5,000.00 Misc. : golf, door prizes,
g $4,000.00 televisions
£ $3,000.00
$2,000.00
$1,000.00 Registration fees
$0.00
FY15 FY16
Q3 $1,964.40 $1,026.00
Q2 $2,091.00 $1,081.31
mQ1 $4,574.71 $4,772.44
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Ethics Representatives

Ethics Representatives are appointed by the Senior Leadership Team (SLT) to
promote and maintain a strong ethical environment at JEA. The representative
acts as liaisons between the Ethics Officer and their respective management
teams. The representatives shall consist of appointed employees who
represent the different functional areas of the JEA organization

Berdell
Michael
Deborah

Ed
Frank
Gary
Kevin

Ruth
Andy

Knowles
Eaton
Beaver

Dendor
DiBenedetto
Vondrasek
Holbrooks

Remsen
Motsinger

Legislative Affairs Advocate
Director, Enterprise Architecture
Dir Commercial Customer
Relationships

Director, Emergency Preparedness
Mgr Enterprise Risk Mgmt
Contract Administration Specialist
Director, Laboratory & Water
Services

Water Wastewater Specialist

Director, Electric Systems Asset
Mgmt

Mike Hightower
Paul Cosgrave
Monica Whiting

Melissa Dykes
Ted Hobson
Melissa Dykes
Mike Hightower

Brian Roche
Mike Brost



Business Ethics Update and What’s Next

e Updated the JEA/SJRPP Ethical Conduct Guidelines in July

— The Code of Conduct, our Value, examples of ethical questions you might face, information
about business compliance issues, and resources you can use when you need ethical advice or
help.

e Attend the NE FL Compliance & Ethics group and City Ethics Coordination
Council meetings quarterly

 Automated the Secondary Employment form approval process via Sharepoint
* Evaluating a Business Ethics database for case tracking

* Attending the Compliance & Ethics Institute Conference in Sept
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Ernst & Young LLP Tel: +1 904 358 2000
Suite 1701 Fax: +1 904 358 4598
One Independent Drive ey.com

Building a better Jacksonville, FL 32202
working world

The Audit and Finance Committee July 25, 2016
JEA

Dear Members of the Audit and Finance Committee,

We look forward to discussing the current year audit plan for JEA on August 8, 2016. At that
meeting, we will outline the scope of our services, identify the EY team that will perform the
audit and present the key considerations that will affect the 2016 audit. We are providing the
enclosed materials so you can familiarize yourselves with them prior to our meeting.

The audit is designed to express an opinion on the 2016 financial statements. We are currently
completing the planning phase of our audit, and have aligned our procedures to consider JEA’s
current and emerging business risks and evaluate those risks that could materially affect the
financial statements.

We appreciate that JEA selected EY to perform its 2016 audit and are committed to executing
a quality audit that embraces the responsibility of serving the Audit and Finance Committee.

Very truly yours,

e

Mike Pattillo
Coordinating Partner

O

John DiSanto
Executive Director

A member firm of Ernst & Young Global Limited
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2016 EY services

Services and deliverables

Audit and audit-related e Express an opinion on, and report to the Audit and Finance Committee the results of our
services : audit of:
. — The financial statements of JEA - the audit will meet the requirements of Florida
Statutes and Rules of the Auditor General of the State of Florida and will be conducted in
accordance with auditing standards related to financial statement audits as set forth in
the US Government Accountability Offices Government Auditing Standards.

: « JEAs Electric System, Water and Sewer System, Bulk Power Supply, and St. John’s River
: Power Park System of debt service coverage

: Other reports:

- Issue a report on internal control over financial reporting compliance with certain
provisions of laws, regulations, contracts, and grants and other matters.

- Issue a report on compliance with requirements applicable to each major federal awards
program and internal control over compliance in accordance with the Uniform Guidance,
if required

- Issue a management letter including recommendations for improvements of internal
controls and other opportunities based on observations made during the course of the
audit

— Report on other matters as required by Chapter 10.550, Rules of the Auditor General,
which govern the conduct of local government entity audits in Florida
Other services P Prepare a schedule of findings and questioned costs pursuant to the Uniform Guidance,
*if required
.= Issue reports on compliance with debt covenants as required by JEA credit agreements
‘e Issue a summary results report to the Audit Committee
:« Provide comfort and consent letters for bond offerings, if applicable
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Audit timeline

» We will perform our interim
procedures during the months of
August and September and our
year end procedures during the
months of October through
November. Refer to the audit
timetable on page 6.

Audit scope and strategy

» Our audit scope and strategy,
including significant risks identified,
for the 2016 audit is outlined in the
“Areas of audit emphasis” section
on pages 8-11.

Accounting developments
affecting JEA

» GASB Statement No. 72, Fair Value
Measurement and Application -
Effective FY16

» GASB Statement No. 73,
Accounting and Financial Reporting
for Pensions and Related Assets
That Are Not within the Scope of
GASB Statement 68, and
Amendments to Certain Provisions
of GASB Statements 67 and 68 -
Effective FY16

» GASB Statement No. 74, Financial
Reporting for Postemployment
Benefit Plans Other Than Pension
Plans - Effective FY16

Confidential — Ernst & Young LLP

Executive summary

» GASB Statement No. 75,

Accounting and Financial Reporting
for Postemployment Benefits Other
Than Pensions - Effective FY17

GASB Statement No. 76, The
Hierarchy of Generally Accepted
Accounting Principles for State and
Local Governments - Effective FY16

GASB Statement No. 77, Tax
Abatement Disclosures - Effective
FYiz

GASB Statement No. 78, Pensions
Provided Through Certain Multiple-
Employer Defined Benefit Pension
Plans - Effective FY17

GASB Statement No. 79, Certain
External Investment Pools and Pool
Participants - Effective FY16

GASB Statement No. 80, Blending
Requirements For Certain
Component Units - An Amendment
of GASB Statement No. 14 -
Effective FY16

GASB Statement No. 81,
Irrevocable Split-Interest
Agreements - Effective FY17

GASB Statement No. 82, an
amendment of GASB Statement
No. 67, No. 68 and No. 73. -
Effective FY17

Topics to be discussed at the
meeting with the Audit and
Finance Committee:

EY critical insights
» Data analytics (page 5)

Significant 2016 considerations
(page 8)

» Revenue recognition

» Allowance for doubtful accounts
» Regulatory accounts

» Legal reserves

» Derivative instruments and
hedging activities

» Pollution remediation obligations
» OPEB liabilities

» Pension plan accounting and
reporting

» Investments

» Capital assets

» Asset impairments

Our audit plan (pages 6-12)

Inquiries relating to matters
relevant to the audit (page 13)
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EY critical insights
Audit analytics

Topic summary

Companies are investing heavily in people, processes and technology to analyze “big data” — including vast amounts
of financial data. Audit committees and others charged with governance are expecting auditors to leverage their
investment in analytics by challenging traditional audit procedures and providing more relevant business insights.
The effective use of analytics can bring confidence, transparency and perspective for a higher quality audit.

Impact of analytics on the audit Keys to a successful integration of analytics

EY Helix, our suite of analytics, enables us to deliver a » Commitment from management to support the planned

high quality audit by: : data capture and analysis strategy

> Allowing us a deeper understanding of your business by » Confirmation that the right people from finance and IT
analyzing larger populations of audit relevant data, to  : are available to provide approval and access rights for
present a fuller picture of what happened and identify :  data extraction

relevant risks. : » Support in creating an efficient, repeatable data

» Identifying trends and anomalies in your processes to capture process as quickly as possible to allow for the
help direct our audit efforts in the right areas. : use of analytics throughout the audit

» Using complete data populations to obtain higher
quality audit evidence within areas of higher risk.

» Delivering relevant feedback and insights during the
audit, so you can optimize your business processes and
controls.

» Saving JEA valuable time and effort through our
repeatable data capture process using globally-
integrated data extraction tools and processes.

Comments from the team

» Current or prior use of analytics in the audit — in past periods the EY team has leveraged JEA’s general ledger
journal entry data to make journal entry selections based on pre-determined parameters. Sub-ledger data has not
been previously used by the audit team.

> Preliminary plan for the use of analytics going forward — establishing a repeatable data capture process for the
general ledger journal entry data, and possible use of sub-ledger data from CC&B.

Relevant materials are available on the Center for Board Matters (www.ey.com/boardmatters)

Big data and analytics in the audit process: mitigating risk and unlocking value — In just the last few years, the terms
“big data” and “analytics” have become hot topics in company boardrooms around the world. This article helps board
members and others charged with governance understand the complexities and have a grasp of the issues surrounding
these technology trends.
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Our audit plan
Audit timetable

17 3 2

Planning and risk identification

Understand service requirements and audit scope and
coordinate with management and internal audit

Update our understanding of the business

Establish the team including determining the need for
specialized skills or knowledge

Audit planning including identification of significant risks
and budgeting

Strategy and risk assessment

Update our understanding of the Company’s systems and
related IT applications and develop overall audit strategy
and audit program

Evaluate entity level internal controls

Update our understanding of significant classes of
transactions and perform walkthroughs

Make combined (inherent and control) risk assessments
and develop audit approach

Execution of audit procedures

Design and perform interim tests of controls
Perform interim substantive procedures
Update tests of controls

Perform year end substantive procedures

Perform general audit procedures
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Our audit plan
Audit timetable

17 2 2 N 2

Conclusion and reporting

Issue audit opinion on the financial statements
Communicate audit results to management and the
Audit and Finance Committee

Issue reports to management and the Audit and Finance
Committee on any significant deficiencies or material

weaknesses

Issue a management letter including recommendations
for improvements in controls and procedures

Uniform Guidance procedures - to be completed in 2017, if applicable

Perform planning and fieldwork for major 2016
Programs

Issue audit opinion on 2016 SEFA, if applicable

Issue reports to management and those charged with
governance on any significant deficiencies or material
weaknesses regarding major programs
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Our audit procedures emphasize
testing those accounts, contracts,
or transactions where we believe
there is the greatest risk of material
misstatement to the financial
statements, whether due to error
or fraud. We consider the effects
of current market risk factors on
JEA, and also place emphasis

on those areas requiring subjective
determinations by management.
We will reassess our risk assessment
and other internal and external
factors influencing JEA throughout
our audit, and communicate to you
any changes to our initial plan, as
necessary. Our areas of audit
emphasis, including areas with
identified significant risks, are as
follows. Our proposed audit plan is
detailed on pages following:

Our audit plan
Areas of audit emphasis

Revenue recognition

Allowance for doubtful accounts

Regulatory accounts

Legal reserves

Derivative instruments and
hedging activities

Pollution remediation obligations

Other postretirement benefits

liabilities

Pension plan accounting and

reporting

Investments

Capital assets

Asset impairments

**Shaded/asterisked areas indicate accounts or transactions identified as having significant risks, which are risks with both a higher likelihood of occurrence and a
higher magnitude of effect that require special audit considerations.

Confidential — Ernst & Young LLP
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Area of emphasis

Revenue recognition

JEA recognizes revenues for estimated services provided on its
electric and water and sewer infrastructure. Unbilled revenue
relates to services that have not yet been billed to the end
customer at fiscal period-end. The calculation is based upon
approved rates and historical consumption trends.

JEA is a member of The Energy Authority (TEA), a municipal
power marketing and risk management joint venture. In addition
to providing its members with wholesale power marketing and
resource management services, TEA also assists JEA with
natural gas procurement and related gas hedging activities.
JEA records energy marketing activity in the period when the
energy is delivered.

Intergovernmental revenues are recognized when the applicable
eligibility requirements, including time requirements, are met.
Resources remitted before the eligibility requirements are met
should, under most circumstances, be reported as deferred
revenue. JEA receives revenue from various federal and state-
assisted grant programs. Programs are generally reimbursement-
based, and JEA records revenue once expenditures for allowable
purposes are made or upon compliance with the terms and
conditions of grant agreements and applicable regulations.

Allowance for doubtful accounts

An allowance for doubtful accounts is established based on JEA’s
best estimate of billed amounts that will not be collected from its
customers.

Requlatory accounts

Regulatory accounts are recorded when either future revenues
are expected to recover incurred expenses or when amounts
have been collected through rates in advance. JEA’s regulatory

accounts are associated with the Electric, Waster & Sewer, SJRPP o .
: * Vouch significant activity

and Bulk power systems pursuant to 3rd party agreements, and

generally relate to the timing differences between recognition of
capital asset costs (depreciation) and amounts collected in rates
to cover debt service requirements.

Confidential — Ernst & Young LLP

Our audit plan
Areas of audit emphasis

Summary of planned audit procedures

.« Review calculation of unbilled revenue
< Test contractual arrangements, including unique terms and

conditions, to obtain reasonable assurance of compliance with
the applicable accounting standards

= Test timing of revenue recognition based on the terms of the

arrangement

. = Confirm terms and conditions with both customers and

management as considered necessary

: « Test account reconciliations to determine timely completion

and review

.« Perform detailed analytical review procedures, by system,

including predictive analytics based on verifiable consumption
and production data

.« Perform detailed tests over a sample of revenue transactions

to assess the appropriateness and accuracy of recorded
amounts

: < Test allowance for doubtful accounts calculation, including the

aging of receivables

= Validate assumptions based on retrospective review of prior

estimates

: = Evaluate the appropriateness of the financial statement

presentation and disclosure

.« Test approval of any new regulatory assets/liabilities
: = Verify that amortization and expense recognition are

consistent with rate recovery

: « Test account reconciliations
: = Perform projection tests to determine that regulatory accounts

will be recovered/amortized over the remaining
maturities/useful lives of related debt and capital assets
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Area of emphasis

Legal reserves

Accruals are recorded for regulatory and legal proceedings that
arise in the ordinary course of business when probable and
subject to reasonable estimation.

Many factors are considered in making an assessment of a
contingency, including history and stage of litigation. Estimates
are based upon consultation with legal counsel (in-house and/or
external). Legal fees are generally expensed as incurred.

Derivative instruments and hedging activities

JEA uses derivative contracts to manage its exposure to changes
in energy commodity prices and interest rates. Derivative
contracts are accounted for in accordance with GASB 53. The
gains and losses from the change in fair market value of JEA’s
derivative instruments are deferred if hedge effectiveness is
maintained.

Pollution remediation obligations

JEA records accruals for costs for future and ongoing
remediation, litigation and administrative expenses when these
amounts are estimable. As required by GASB 49, management
applies probability assessments to expected future cash outflows
for remediation activities to determine the amounts accrued.

Other postretirement benefits liabilities

JEA engages an actuary to calculate the liability related to the
other post-employment benefit liability.

JEA’s benefit obligations recognizable under these standards are
significantly affected by certain assumptions, among which are
the discount rate, long-term rate of return on plan assets, life
expectancies and the assumed health care cost trend rate
assumption.

Confidential — Ernst & Young LLP

Our audit plan
Areas of audit emphasis

Summary of planned audit procedures

.« Interview management and in-house legal counsel regarding all

litigation

. = Obtain external letters from counsel
.« Review legal accruals and expenses for appropriateness based

on management inquiry and responses from outside counsel

.« Test assessment of hedge effectiveness documentation,

including re-performance where quantitative methods are used

* Confirm instruments with counterparties
: « Test recorded market values using independently developed

estimates

. = Test fuel hedge contract settlements
: « Evaluate disclosures
. = Reconsider normal purchase/normal sales assumptions for

commodity contracts

.« Inquire of management and internal or external engineers

regarding remediation plans and efforts

» Obtain evidence of the remediation plans and review and

test management’s probability assumptions for remediation
activities

. = Review estimated recoveries and obtain evidence that amounts

recorded are considered probably of occurring

.+ Review key assumptions for reasonableness
.« Test census data provided to the actuaries
. = Develop independent estimates for corroboration
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Area of emphasis

Pension plan accounting and reporting - COJ Plan

In accordance with GASB 68 JEA is required to record a liability
for it's unfunded pension obligations for the City of Jacksonville
(COJ) cost-sharing multi employer pension plan.

Pension plan accounting and reporting - SURPP Plan

In accordance with GASB 68 JEA is required to record a liability
for it’s unfunded pension obligations for the SJRPP single
employer pension plan.

Investments

All investments are stated at fair value based on quoted market
prices or other observable market inputs (e.g., matrix pricing for
fixed income securities).

Capital assets

Property and equipment is carried at historical cost. Depreciation
is determined using the straight-line method over the estimated
useful lives of the related assets ranging from 5 to 50 years.

Asset impairments

JEA assesses recoverability of long-lived assets as indicators of
impairment become known, as required by GASB Statement
No. 42. If an impairment indicator or change in circumstance
the need for an impairment charge by determining whether the

of the asset. The assets are reduced to reflect their fair value if
they are determined to be unrecoverable.

Confidential — Ernst & Young LLP

Our audit plan
Areas of audit emphasis

Summary of planned audit procedures

.« Review actuary reports for reasonableness of assumptions

and methodology

= For cost sharing plan (City Plan) obtain allocation schedule to

determine the City’s liabilities, expenses, deferred inflows
and outflows

« In accordance with AU-C 805, obtain a report on elements

from CRI

.« Census data testing for JEA plan participants
: « Assess reasonableness of require disclosures

.« Review actuary reports for reasonableness of assumptions

and methodology

= For single employer plan, obtain actuary’s reports and

procedures performed by plan auditors

¢ = In accordance with AU-C 805, obtain a report on elements

from KBLD

© « Assess reasonableness of require disclosures

: + Assess estimation uncertainty for significant classes of

securities in JEA’s portfolio

= Confirm investments with custodial institutions and managers
: « Test valuation for selected securities using alternative

pricing sources

- Test selected transactions
: « Evaluate GASB 40 risk disclosures

.+ Review expenses to determine expenses should be capitalized

Versus expensed

- Test selection of assets added during fiscal year 2015
.« Review depreciation for reasonableness

.+ Review and evaluate impairment indicators through inquiries

and review of other records and meeting minutes

- © - Discuss and understand management’s assessment if a change
affecting the value of the asset has occurred, JEA would evaluate :

in circumstance potentially effects the value of an asset

carrying value is recoverable based on expected future cash flows : ° If applicable, test impairment computations and disclosures
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Our audit plan
Involvement of council auditors and others

Areas where EY is using the work of council auditors and subcontractor staff for direct assistance:
- Test of controls/transactions

— Substantive procedures for certain audit areas (including cash and investments, accounts receivable, capital assets,
accounts payable, long-term debt)

Direct assistance model:
= EY will work closely with council auditors and subcontractor staff, who provide us direct assistance:
- On-site direction and supervision

— Detailed review of working papers
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We perform inquiries related to fraud
and other matters to help inform our
audit strategy and execution of our
audit procedures. As a part of our
upcoming meeting, we would like to
discuss the following topics with you
in order to understand any matters of
which you believe we should be aware,
including, but not limited to:

= Your views about the risks of
material misstatements due to
fraud, including the risks of
management override of controls

* Your knowledge of any actual,
alleged or suspected fraud

» How you exercise oversight over
JEA'’s assessment of fraud risks and
the establishment of controls to
address these risks

* Your awareness of other matters,
you believe, are relevant to the audit
including, but not limited to,
violations or possible violations of
laws or regulations

Confidential — Ernst & Young LLP

< Your understanding of JEA’s
relationships and transactions with
related parties that are significant
to JEA

* Whether you have any concerns
regarding relationships or
transactions with related parties
and, if so, the substance of those
concerns

When we identify a fraud risk,
including a fraud risk that arises
through or is associated with the risk
of management override of controls,
we perform audit procedures to
address those risks. In addition to any
specific responses related to the fraud
risk, we also examine journal entries,
review accounting estimates for
management bias and evaluate the
business rationale of significant
unusual transactions as required by
our professional standards.

Inquiries relating to matters relevant
to the audit
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Client service team

JEA

Mike Pattillo
Coordinating Partner

Other Auditors
KBLD LLC

Linda Dufresne
Partner

KBLD Staff Heather Lohbeck
Manager

IT Integrated Audit

Shazad Muneer
Senior Manager

Council Auditors Staff
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Summary of required communications

Provided below is a summary of required communications between the audit team and those charged with governance.

Services and deliverables

Overview of the planned scope and timing of the audit

Auditor’s responsibility under generally accepted auditing standards, including discussion

of the type of auditor’s report we are issuing and if there are any events or conditions
that cause us to conclude that there is substantial doubt about the entity’s ability to
continue as a going concern

Our views about the qualitative aspects of the entity’s significant accounting practices,
including:

= Accounting policies
- Additional views

Uncorrected misstatements, related to accounts and disclosures, considered by
management to be immaterial

Material corrected misstatements, related to accounts and disclosures
Significant deficiencies and material weaknesses in internal control

Our responsibility, any procedures performed and the results relating to other
information in documents containing audited financial statements

Fraud and illegal acts

Independence matters

Representations we are requesting from management

Changes to the terms of the audit with no reasonable justification for the change
Significant findings and issues arising during the audit relating to related parties

Significant findings or issues, if any, arising from the audit that were discussed, or the
subject of correspondence, with management

Significant difficulties encountered during the audit
Disagreements with management

Management's consultations with other accountants

Findings regarding external confirmations

AICPA ethics ruling regarding third-party service providers

Other findings or issues regarding the oversight of the financial reporting process

Confidential — Ernst & Young LLP

Communicate
when event

X X X X

Communicate on
a timely basis, at
least annually

X
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345 Park Avenue
New York, NY 10154-0102

System Review Report

To the Partners of Ernst & Young LLP
and the National Peer Review Committee of the AICPA Peer Review Board:

We have reviewed the system of quality control for the accounting and auditing practice of Ernst & Young LLP (the
firm) applicable to non-SEC issuers, in effect for the year ended June 30, 2013. Our peer review was conducted in
accordance with the Standards for Performing and Reporting on Peer Reviews established by the Peer Review Board
of the American Institute of Certified Public Accountants. As a part of our peer review, we considered reviews by
regulatory entities, if applicable, in determining the nature and extent of our procedures. The firm is responsible for
designing a system of quality control and complying with it to provide the firm with reasonable assurance of
performing and reporting in conformity with applicable professional standards in all material respects. Our
responsibility is to express an opinion on the design of the system of quality control and the firm’s compliance
therewith based on our review. The nature, objectives, scope, limitations of, and the procedures performed in a
System Review are described in the standards at www.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements performed under Government
Auditing Standards; audits of employee benefit plans, audits performed under FDICIA, audits of carrying broker-
dealers, and examinations of service organizations [Service Organizations Control (SOC) | and 2 engagements].

In our opinion, the system of quality control for the accounting and auditing practice of Ernst & Young LLP,
applicable to non-SEC issuers, in effect for the year ended June 30, 2013, has been suitably designed and complied
with to provide the firm with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with deficiency(ies) or fail.
Ernst & Young LLP has received a peer review rating of pass.

KPMe LIP

December 6, 2013

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.



EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization and may refer to one or
more of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited,
a UK company limited by guarantee, does not provide services
to clients. For more information about our organization, please
visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

About EY's Assurance Services

Our assurance services help our clients meet their reporting
requirements by providing an objective and independent
examination of the financial statements that are provided to
investors and other stakeholders. Throughout the audit process,
our teams provide timely and constructive challenge to
management on accounting and reporting matters and a robust
and clear perspective to audit committees charged with oversight.

The quality of our audit starts with our 60,000 assurance
professionals, who have the breadth of experience and on-going
professional development that comes from auditing many of the
world’s leading companies.

For every client, we assemble the right multidisciplinary team with
the sector knowledge and subject-matter expertise to address
your specific issues. All teams use our Global Audit Methodology
and latest audit tools to deliver consistent audits worldwide.

© 2016 Ernst & Young LLP.
All Rights Reserved.
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Fund/Account Description

Electric System

Funds Established Per the Bond Resolutions

Water and Sewer System

Revenue Fund

Net Revenues (i.e. Revenues minus Cost of
Operation and Maintenance), pledged to
bondholders, balance available for any
lawful purpose after other required
payments under the bond resolution have
been made.

Pledged to bondholders; balance available
for any lawful purpose after other required
payments under the bond resolution have
been made, however, revenues
representing impact fees may only be used
to finance costs of expanding the system or
on the debt service on bonds issued for
such expansion purposes.

Rate Stabilization Fund

Not pledged to bondholders; available for
any lawful purpose.

Pledged to bondholders; able to transfer to
any other fund or account established
under the resolution or use to redeem
Bonds.

Subordinated Rate Stabilization Fund

Pledged to bondholders; available for any
lawful purpose.

Pledged to bondholders; available for any
lawful purpose.

Debt Service Account

Pledged to bondholders; used to pay debt
service on bonds.

Pledged to bondholders; used to pay debt
service on bonds.

Debt Service Reserve Account

Pledged to bondholders; used to pay debt
service on bonds in the event revenues
were insufficient to make such payments.

Pledged to bondholders; used to pay debt
service on bonds in the event revenues
were insufficient to make such payments.

Renewal and Replacement Fund

Not pledged to bondholders but required
amounts deposited into this Fund pursuant
to the bond resolution are limited as to
what they can be spent on (e.g. capital
expenditures and, bond redemptions) .

Pledged to bondholders; but required
amounts deposited into this Fund pursuant
to the bond resolution are limited as to
what they can be spent on (e.g. capital
expenditures and, bond redemptions).

Construction Fund

Pledged to bondholders; applied to the
payment of costs of the system.

Pledged to bondholders; applied to the
payment of costs of the system.

Subordinated Construction Fund

Pledged to bondholders; applied to the
payment of costs of the system

Pledged to bondholders; applied to the
payment of costs of the system

Construction Fund - Construction
Reserve Account

Pledged to bondholders; applied to fund
downgraded reserve fund sureties.

Pledged to bondholders; applied to fund
downgraded debt service reserve fund
sureties.

General Reserve Fund

Not pledged to bondholders; available for
any lawful purpose.

n/a

Regardless of whether the Funds/Accounts are designated as pledged, in the event that monies in the Debt Service Account are
insufficient to pay debt service on the bonds, pursuant to the respective bond resolutions, amounts in the various Funds/Accounts are
required to be transferred to the respective Debt Service Accounts and used to pay debt service.
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Debt Management Policy
Metric: One-half percent of the par amount of outstanding variable debt (adjusted for variable to fixed rate long term swaps). Capped at 3% of the par amount of outstanding variable debt

Electric System Debt Management Reserve

Definitions and Goals: For the period FY 04 through FY 09, an annual budgeted reserve contribution for variable rate debt was made. The calculation was based upon one half percent of the par amount of
outstanding variable rate debt (adjusted for variable rate to fixed rate long term swaps). The budget reserve was capped at three percent of the par amount of the outstanding variable rate debt. The reserve
can be used for any lawful purpose including debt service, debt repayment, and capital outlay and must be approved in writing by the CEO.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ - S - N/A - S - $ -
Additions:

Contributions N/A

Sub-total $ - S - - $ - $ -
e  Fuel

Withdrawals N/A

Sub-total S - S - - S - S -
Ending Balance S - S - N/A - S - S -

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance 12,257 S 12,257 S 12,257 12,257 S 7,354 S 12,257
Additions:

Contributions - - - - - - -

Sub-total - S - S -

Withdrawals - - 12,257 - - 4,086 12,257

Sub-total - S - S 12,257
Ending balance 12,257 $ 12,257 3 - - $ 4,903 $ 12,257

Observations:

o This reserve fund discontinued contributions in FY 2009 due to adoption of new policy. Reserve activity reflected in RSF - Debt Management for that year.

® A portion of this reserve was used to pay on interest rate swap terminations in connection with a refunding of variable rate debt in February 2013, and the remainder was used

in Sept 2013 for a defeasance.
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For the Fiscal Quarter Ending June 30, 2016

Reserve/Fund Authorization: Budget Appropriation
Metric: Budgeted Deposit = $10 million

Electric System Self Insurance - Property

Definitions and Goals: JEA’s self-insurance fund is for catastrophic damage to JEA's electric lines (transmission and distribution) caused by the perils of hurricanes, tornadoes, and ice storms. This fund was
established in October, 1992, as an alternative to JEA’s procurement of commercial property insurance.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance 10,000 S 10,000 10,000 N/A 10,000 S 10,000 S 10,000 10,000
Additions:

Reserve Contribution N/A -

Sub-total - S - - - - S - 3 - -
e  Fuel

Reserve Withdrawal

N/A

Sub-total - S - - - - S - 3 - -

Ending Balance 10,000 S 10,000 10,000 N/A 10,000 S 10,000 S 10,000 10,000
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance 3,500 10,000 S 10,000 10,000 10,000 3,500 S 10,000 S 8,700 10,000
Additions:

Reserve Contribution 6,500 6,500 6,500 6,500 6,500

Sub-total 6,500 - S - - -

Reserve Withdrawal - - - -

Sub-total - - S - - -
Ending balance 10,000 10,000 S 10,000 10,000 10,000 10,000 S 10,000 S 10,000 10,000
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Electric System Self Insurance - Employee Health Insurance

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Florida Statute for self insured government plans
Metric: An actuary calculates amount annually

Definitions and Goals: This reserve fund is a requirement under Florida Statute 112.08 that requires self insured government plans to have enough money in a reserve fund to cover the Incurred But Not Reimbursed (IBNR)
claims and a 60 day surplus of claims. The IBNR claims are claims that would still need to be paid if the company went back to a fully insured plan or dropped coverage all together. An actuary calculates this amount
annually.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 12,526 S 10,937 S 10,937 N/A S 10,749 S 9,827 S 9,597 S 9,349
Additions:
Employee Contributions 1,382 4,084 8,168 N/A 5,447 9,021 9,743 10,522
Retiree & Other Contributions 1,691 4,228 8,456 5,141 10,732 11,591 12,518
Employer Contributions 4,968 19,296 17,717 22,220 16,688 18,023 19,465
e Fuel S 8,041 S 27,608 S 34,341 S - S 32,808 S 36,441 S 39,356 S 42,505
Deductions:
Payments for Claims 7,942 24,819 28,851 N/A 30,408 29,543 31,906 34,459
Actuary & Other Payments 549 1,650 6,600 2,212 7,128 7,698 8,314
Sub-total S 8,491 S 26,469 S 35,451 S - S 32,620 S 36,671 S 39,605 S 42,773
Ending Balance S 12,076 S 12,076 S 9,827 N/A S 10,937 S 9,597 S 9,349 S 9,080
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance $ 8,227 $ 12,505 $ 15,440 $ 15,914 $ 10,749 $ 8,227 $ 12,505 $ 12,567 $ 15,914
Additions:
Employee Contributions 5,926 6,147 5,893 4,573 5,447 4,573 5,893 5,597 6,147
Retiree & Other Contributions 4,725 6,910 5,701 5,188 5,141 4,725 5,188 5,533 6,910
Employer Contributions 20,484 21,155 20,629 14,252 22,220 14,252 20,629 19,748 22,220
Sub-total S 31,135 S 34,212 S 32,223 S 24,013 S 32,808
Deductions:
Payments for Claims 24,699 29,220 29,354 27,157 30,408 24,699 29,220 28,168 30,408
Actuary & Other Payments 2,158 2,057 2,395 2,021 2,212 2,021 2,158 2,169 2,395
Sub-total S 26,857 S 31,277 S 31,749 S 29,178 S 32,620
Ending balance S 12,505 S 15,440 S 15,914 S 10,749 S 10,937 S 10,749 S 12,505 S 13,109 S 15,914

Observations:

o Self Insurance for Employee Health Insurance began in July 2009.

® Projections are using the 8% rate of increase based on information obtained from the Actuarial Memorandum and Report.
Calendar year data is presented above in fiscal year format.
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Electric System Rate Stabilization - Fuel Management

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy
Metric: Targeted 15% of total annual projected energy costs

Definitions and Goals: The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals shall be made as set forth in the current annual budget
or an amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Fund provides a means to minimize the year-to-year impact to customer charges and support financial metrics by
providing consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Established pursuant to the section VIl and Section
IX of the Pricing Policy, the Fuel Reserve target is 15% of the greater of (a) the maximum 12-month historical fuel cost or (b) the projected 12-month fuel cost. Withdrawals from the Rate Stabilization Fund for fuel
stabilization are limited to the following purposes: (a) to reduce the variable fuel rate charge to the customers for a determined period of time; (b) to reduce the excess of the actual fuel and purchased power
expense for the fiscal year over the variable fuel rate revenues; (c) to be rebated back to the customers as a credit against the electric bill; and/or (d) to reimburse the costs associated with any energy risk
management activities.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 149,726 S 150,742 S 150,742 N/A S 105,457 S 180,303 S 218,008 S 218,008
Additions:
Contributions 19,100 74,690 86,167 25,255 95,224 37,705
Sub-total S 19,100 S 74,690 S 86,167 S 25,255 S 95,224 S 37,705 S - S -
e  Fuel
Withdrawals -
Customer Fuel Rebate Credit 56,606 56,606 - 49,939
Sub-total $ - $ 56,606 S 56,606 S - S 49,939 S - S - S -
Ending Balance S 168,826 S 168,826 S 180,303 N/A S 150,742 S 218,008 S 218,008 S 218,008
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 55,935 S 24,990 S 92,362 S 108,289 S 105,457 S 24,990 S 92,362 S 77,407 S 108,289
Additions: -
Contributions 53,465 76,763 52,523 22,496 95,224 22,496 53,465 60,094 95,224
Sub-total S 53,465 S 76,763 S 52,523 S 22,496 S 95,224
Deductions:
Withdrawals 84,410 9,391 9,391 46,901 46,901 84,410
Customer Fuel Rebate Credit 36,596 25,328 49,939 25,328 36,596 37,288 49,939
Sub-total S 84,410 S 9,391 S 36,596 S 25,328 S 49,939
Ending balance S 24,990 S 92,362 S 108,289 S 105,457 S 150,742 S 24,990 S 105,457 S 96,368 S 150,742

Observations:
o Actual and historical numbers reflect fuel recovery contributions and withdrawls on a gross basis. Forecast and projected numbers reflected on a net basis. The fuel recovery charge ended 12/31/11.

Page 6




Metric: $0.50 per 1,000 kWh plus $0.01 per kWh residential conservation charge for consumption greater than 2,750 KWh monthly

Electric System Rate Stabilization - Demand Side Management (DSM)

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy

Definitions and Goals: The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals shall be made as set forth in the current annual
budget or an amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Fund provides a means to minimize the year-to-year impact to customer charges and support financial metrics
by providing consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Pursuant to section VIl of the Pricing Policy,
$0.50 per 1,000 kWh plus $0.01 per kWh residential conservation charge for consumption greater than 2,750 kWh monthly. These revenue sources are to fund demand side management and conservation

programs.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance 2,943 S 2,886 S 2,886 N/A $ 3,570 $ 3,159 $ 8,648 8,648
Additions:

Contributions 1,668 4,835 6,856 6,942 7,059 7,564 6,844 6,844

Other

Sub-total 1,668 S 4,835 S 6,856 6,942 S 7,059 S 7,564 S 6,844 6,844
e  Fuel

Withdrawals 1,536 4,646 6,583 7,674 7,743 2,075 6,844 6,844

Sub-total 1,536 S 4,646 S 6,583 7,674 S 7,743 S 2,075 S 6,844 6,844
Ending Balance 3,075 S 3,075 S 3,159 N/A S 2,886 S 8,648 S 8,648 8,648

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance 10,813 10,703 S 6,912 S 3,891 3,570 S 3,570 S 6,912 S 7,178 10,813
Additions:

Contributions 7,978 6,657 6,683 6,929 7,059 6,657 6,929 7,061 7,978

Transfer from Rev Fd - - - -

Sub-total 7,978 6,657 S 6,683 S 6,929 7,059
Deductions:

Withdrawals 8,088 10,448 9,704 7,250 7,743 7,250 8,088 8,647 10,448

Sub-total 8,088 10,448 S 9,704 S 7,250 7,743
Ending balance 10,703 6,912 S 3,891 S 3,570 2,886 S 2,886 S 3,891 S 5,592 10,703

Observations:

o Rate Stabilization Fund for Demand Side Management began in April 2009.
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Electric System Rate Stabilization - Environmental

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy
Metric: $0.62 per 1,000 kWh

Definitions and Goals: The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals shall be made as set forth in the current annual budget or
an amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Fund provides a means to minimize the year-to-year impact to customer charges and support financial metrics by providing
consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Deposits to this fund began in fiscal year 2010 for amounts
representing the Electric System Environmental Charge ($0.62 per 1000 kWh). Withdrawals from this reserve will represent payments for regulatory initiatives such as the premium cost of renewable energy

generation which is considered available for JEA's capacity plans.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ 26,752 $ 23,430 $ 23,430 N/A $ 16,639 $ 29,909 $ 35,774 40,654
Additions:

Contributions 1,975 5,429 7,562 7,320 7,586 7,942 4,880 3,660

Sub-total S 1,975 S 5,429 S 7,562 S 7,320 S 7,586 S 7,942 S 4,880 3,660
e  Fuel

Withdrawals 340 472 1,083 2,442 795 2,077

Sub-total S 340 S 472 S 1,083 S 2,442 S 795 S 2,077 S - -
Ending Balance S 28,387 S 28,387 S 29,909 N/A S 23,430 S 35,774 S 40,654 44,314

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance S 2,467 S 4,232 S 5,343 S 10,023 S 16,639 S 2,467 S 5,343 S 7,741 16,639
Additions: -

Contributions 6,583 2,436 5,650 7,395 7,586 2,436 6,583 5,930 7,586

Sub-total S 6,583 S 2,436 S 5,650 S 7,395 S 7,586
Deductions:

Withdrawals 4,818 1,325 970 779 795 779 970 1,737 4,818

Sub-total S 4,818 S 1,325 S 970 S 779 S 795
Ending balance S 4,232 S 5,343 S 10,023 S 16,639 S 23,430 S 4,232 S 10,023 S 11,933 23,430

Observations:
e Rate Stabilization Fund for Environmental began in June 2010.
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Electric System Rate Stabilization - Debt Management

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy
Metric: Difference in actual interest rates for interest expense on the unhedged variable rate debt as compared to the budgeted assumptions for interest expense on unhedged variable rate debt

Definitions and Goals: The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which deposits or withdrawals shall be made as set forth in the current annual budget or an
amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Funds provide a means to minimize the year-to-year impact to customer charges and support financial metrics by providing
consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Deposits are made to this Rate Stabilization Fund for the
purpose of managing JEA’s debt portfolio. Deposits to this reserve reflect the difference in the actual interest rates for interest expense on the unhedged variable rate debt as compared to the budgeted assumptions
for interest expense on the unhedged variable rate debt. Additionally, deposits can be made from excess debt service budget over the actual debt service expense for any fiscal year. However, the total amounts
deposited (in addition to actual debt service costs for the fiscal year) cannot exceed the total amount of the budgeted debt service for any fiscal year. At a minimum, 50% of the calculated reserve contribution, if
any, will be recorded and deposited each fiscal year. Debt and Investment Committee will review and record at their option an additional contribution amount, up to the full value of the calculated reserve
contribution (the remaining 50%). The reserve contributions will be calculated on a system by system basis; however, based on the calculation, any mandatory deposit will exclude the District Energy System. The
reserve contributions shall cease in the event the reserve balance exceeds the cap of five percent of the par amount of the total outstanding variable rate debt of all systems. Withdrawals from the Rate Stabilization
Fund for Debt Management Strategy can be made for expenses related to market disruption in the capital markets, disruption in availability of credit or unanticipated credit expenses, or to fund variable interest
costs in excess of budget.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 42,126 S 42,126 S 42,126 N/A S 42,126 S 42,126 S 42,126 S 42,126
Additions:
Contributions N/A -
Sub-total $ - $ - $ - $ - $ - $ - $ - $ -
e  Fuel
Withdrawals B
Sub-total S - $ - S - S - $ - $ - $ - $ -
Ending Balance S 42,126 S 42,126 S 42,126 N/A S 42,126 S 42,126 S 42,126 S 42,126
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 19,213 S 35,930 S 41,611 S 42,126 S 42,126 S 19,213 S 41,611 S 36,201 S 42,126
Additions:
Contributions 16,717 5,681 6,581 5,681 6,581 9,660 16,717
Sub-total S 16,717 S 5,681 S 6,581 S - S -
Deductions:
Withdrawals - - 6,066 - - 2,022 6,066
Sub-total $ - $ - $ 6,066 $ - $ -
Ending balance S 35,930 S 41,611 S 42,126 S 42,126 S 42,126 S 35,930 S 42,126 S 40,784 S 42,126

Observations:
® Rate Stabilization Fund for Debt Management began in May 2009.
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Electric System Rate Stabilization - Non-Fuel Purchased Power

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy

Metric: Difference in actual interest rates for interest expense on the unhedged variable rate debt as compared to the budgeted assumptions for interest expense on unhedged variable rate debt

Definitions and Goals: The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which deposits or withdrawals shall be made as set forth in the current annual budget or an
amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Funds provide a means to minimize the year-to-year impact to customer charges and support financial metrics by providing
consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Deposits to the Rate Stabilization Fund for Non-Fuel Purchased
Power Stabilization during the fiscal year are made with the approval of the CEO or CFO, provided such deposits are not in excess of JEA’s total operating budget for the current fiscal year. Withdrawals from the Rate
Stabilization Fund for Non-Fuel Purchased Power are to reimburse the costs associated with any non-fuel purchased power activities. Withdrawals can be made as necessary during the fiscal year and requires the

approval of the CEO or the CFO.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ 37,486 $ 38,000 $ 38,000 N/A $ 12,000 $ 34,401 $ 25,169 $ 13,424
Additions:

Contributions - 26,000

Sub-total $ - $ - S - S - S 26,000 S - S - S -
e  Fuel

Withdrawals 1,543 2,057 3,599 - - 9,232 11,745 13,422

Sub-total S 1,543 S 2,057 S 3,599 S - S - S 9,232 S 11,745 S 13,422
Ending Balance S 35,943 S 35,943 S 34,401 N/A S 38,000 S 25,169 S 13,424 S 2

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance S - S - S - S - S 12,000 S - S - S 2,400 S 12,000
Additions: - - - - -

Contributions 12,000 26,000 12,000 19,000 19,000 26,000

Sub-total S - S - S - S 12,000 S 26,000
Deductions:

Withdrawals - - - -

Sub-total S - S - S - S - S -
Ending balance S - S - S - S 12,000 S 38,000 S - S - S 10,000 S 38,000

Observations:
o The Non-Fuel Purchased Power Rate Stabiliation Fund began in FY 2014.
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Electric System Environmental Reserve

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Pricing Policy
Metric: Target equals the balance in the environmental liability account

Definitions and Goals: This reserve represents the initial amounts collected from the Electric System Environmental Charge and will be deposited until the balance in this reserve equals the balance in the

environmental liability account. Withdrawals from this account will represent payments for these liabilities.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ 18,662 $ 18,662 $ 18,662 N/A $ 18,662 18,556 $ 18,556 18,556
Additions:

Contributions - N/A -

Sub-total $ - S - $ - $ - $ - - $ - -
e  Fuel

Withdrawals 106 106 106 N/A -

Sub-total $ 106 $ 106 $ 106 $ - $ - - $ - -
Ending Balance S 18,556 S 18,556 S 18,556 N/A S 18,662 18,556 S 18,556 18,556

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance S 16,946 S 20,899 S 18,359 S 18,662 S 18,662 S 16,946 18,662 S 18,706 20,899
Additions: -

Contributions 3,953 970 970 2,462 2,462 3,953

Sub-total S 3,953 S - S 970 S - S -
Deductions:

Withdrawals 2,540 667 667 1,604 1,604 2,540

Sub-total S - S 2,540 S 667 S - S -
Ending balance S 20,899 S 18,359 S 18,662 S 18,662 S 18,662 S 18,359 18,662 S 19,049 20,899

Observations:
e The Environmental Reserve began in FY 2008.
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Electric System Customer Deposits
For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Management Directive 302 Credit and Collections and Internal Procedure CR40400 MBC302
Metric: Internal procedure CR40400 MBC302 Credit and Collections

Definitions and Goals: Pursuant to internal procedure CR40400 MBC302 Credit and Collections, JEA accesses customers a deposit that may be used to offset any future unpaid amounts during the course of providing utility
service to a customer.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 41,393 S 42,389 S 42,389 N/A S 42,688 S 41,757 S 41,757 S 41,757
Additions:
Net Customer Activity 364 - N/A -
Loan Repayment to ES Revenue Fund -
Sub-total $ 364 S - $ - $ - S - S - S - S -
e  Fuel
Net Customer Activity 632 632 299
Loan to ES Revenue Fund N/A -
Sub-total S - S 632 S 632 S - S 299 S - S - S -
Ending Balance S 41,757 S 41,757 S 41,757 N/A S 42,389 S 41,757 S 41,757 S 41,757
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 38,801 S 42,767 S 43,454 S 44,882 S 42,688 S 38,801 S 42,767 S 42,518 S 44,882
Additions: -
Net Customer Activity 5,011 905 1,430 905 1,430 2,449 5,011
Loan Repayment to ES Revenue Fund 16,000 16,000 16,000 16,000 16,000
Sub-total S 21,011 S 905 S 1,430 S - S -
Deductions:
Net Customer Activity 1,045 218 2 2,194 299 2 299 752 2,194
Loan to ES Revenue Fund 16,000 16,000 16,000 16,000 16,000
Sub-total S 17,045 S 218 S 2 S 2,194 S 299
Ending balance S 42,767 S 43,454 S 44,882 S 42,688 S 42,389 S 42,389 S 42,767 S 43,236 S 44,882

Observations:
e JEA is in the process of implementing a prepaid meter program which could reduce customer deposits starting in Fiscal Year 2014.
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution
Metric: Accrued interest and principal currently payable on fixed and variable rate bonds pursuant to the Bond Resolutions

Electric System Debt Service Sinking Fund

Definitions and Goals: JEA is required monthly to fund from revenues an amount equal to the aggregate of the Debt Service Requirement for senior and subordinated bonds for such month into this account. On or

before such interest payment date, JEA shall pay out of this account to the paying agents the amount required for the interest and principal due on such date.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance 87,864 S 134,927 134,927 N/A 120,458 137,332 S 129,641 S 132,022
Additions:

Revenue Fund Deposits 44,676 132,958 178,297 181,006 183,251 189,153 186,306

Bond funded interest -

Sub-total 44,676 S 132,958 178,297 - 181,006 183,251 S 189,153 S 186,306
e  Fuel

Principal and Int Payments 40,334 175,679 175,892 N/A 166,537 190,942 186,772 186,908

Sub-total 40,334 S 175,679 175,892 - 166,537 190,942 S 186,772 S 186,908
Ending Balance 92,206 S 92,206 137,332 N/A 134,927 129,641 S 132,022 S 131,420

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance 86,769 125,988 S 107,754 101,305 120,458 86,769 107,754 S 108,455 S 125,988
Additions: -

Revenue Fund Deposits 187,629 159,724 159,072 167,340 181,006 159,072 167,340 170,954 187,629

Bond funded interest 1,726 1,726 1,726 1,726 1,726

Sub-total 189,355 159,724 S 159,072 167,340 181,006
Deductions:

Principal and Int Payments 150,136 177,958 165,521 148,187 166,537 148,187 165,521 161,668 177,958

Sub-total 150,136 177,958 $ 165,521 148,187 166,537
Ending balance 125,988 107,754 S 101,305 120,458 134,927 101,305 120,458 S 118,086 S 134,927

Observations:

e September 30th ending balances are used to pay the October 1st interest and principal payments.
® This report does not include any Scherer debt service sinking funds.
e Timing differences occur due to the accrual of debt service during one fiscal year and the payment in the following fiscal year (primarily fixed rate principal and interest on October 1st of the following fiscal year).
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Electric System Debt Service Reserve Account

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution
Metric: Maximum interest payable on outstanding senior Electric System bonds as required by the Bond Resolutions

Definitions and Goals: This reserve will be funded, maintained and held for the benefit of bondholders as specified in the Supplemental Resolution authorizing the sale of the bonds to pay principal and/or interest on
the bonds should revenues from operations not be sufficient for such purpose in accordance with the appropriate bond resolution. It is JEA’s current practice to fund this reserve account with cash from the sale of

bonds; however, revenues may be utilized to fund this reserve if necessary.

Actual as of 06/30/2016 Full Year Budget Amounts Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 60,582 S 64,595 S 64,595 N/A S 64,841 60,582 S 60,582 60,582
Additions:
Sub-total $ - $ - S - $ - S - - 3 - -
e Fuel
Release to Revenue Fund 4,013 4,013 N/A 246
Sub-total S - S 4,013 S 4,013 S - S 246 - S - -
Ending Balance S 60,582 S 60,582 S 60,582 N/A S 64,595 60,582 S 60,582 60,582
Historical Actuals Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance $ 72,226 $ 72,226 $ 72,226 $ 64,841 $ 64,841 $ 64,841 72,226 $ 69,272 72,226
Additions:
Proceeds from Bonds - - - - - - -
Sub-total S - $ - $ - S - $ -
Deductions:
Defeasance 7,385 246 246 3,816 3,816 7,385
Sub-total $ - $ - $ 7,385 $ - $ 246
Ending balance S 72,226 S 72,226 S 64,841 S 64,841 S 64,595 64,595 64,841 67,746 72,226

Observations:
® This report does not include any Scherer debt service reserves.

® In FY 2007, the debt service reserve requirement was satisfied 100% by the use of debt service reserve surety policies. In accordance with the bond resolution, beginning in FY 2008, cash/investments replaced the
downgraded sureties due to their downgrade by the rating agencies. Sureties of $67.6 million are still outstanding but are not eligible to be utilized as debt service reserve deposits per the Bond Resolutions.

® The debt service reserve account balance is currently in excess of the the debt service reserve requirement under the bond resolution by $3.0 million. The excess will be used, if needed, to (1) fund an
increase in the reserve requirement caused by a future issuance of new money bonds and/or variable to fixed refunding bonds, (2) help satisfy cash reserve targets instituted by the rating agencies, and/or

(3) redeem bonds, in accordance with applicable tax laws.
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Electric Renewal and Replacement (R&R) / Operating Capital Outlay (OCO)

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution, Article 21 of the City of Jacksonville Charter and Pricing Policy

Metric: Renewal and Replacement required to deposit from the revenue fund annually an amount equal to the greater of 10% of the prior year defined annual net revenues or 5% of the prior year defined

gross revenues per JEA's Electric System bond resolutions. Operating Capital Outlay - by 2013 the goal is to fund all non-capacity capital expenditures.

Definitions and Goals: Pursuant to the Electric System bond resolution and Article 21 of the City of Jacksonville Charter, JEA is required to deposit from the revenue fund annually an amount for Renewal and
Replacement of system assets. According to the bond resolutions the amount is equal to the greater of 10% of the prior year defined annual net revenues or 5% of the prior year defined gross revenues. The
funds shall be used for the purposes of paying the cost of extensions, enlargements or additions to, or the replacement of capital assets of the Electric System. In addition, as a portion of the base rate, JEA will
recover from current revenue a formula driven amount for capital expenditures which is referred to as Operating Capital Outlay. This amount is calculated separately from the R&R deposit and may be
allocated for use between capacity or non-capacity related expenditures based on the most beneficial economic and tax related financing structure incorporating the use of internal and bond funding.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 164,792 S 145,711 S 145,711 N/A S 146,910 S 135,800 S 170,757 S 167,414
Additions:
R&R/0OCO Contribution 40,791 115,063 146,712 110,351 179,093 170,461 153,116
Loans betw Capital Fds - -
Other 480 3,198 4,198 - 970 18,590
Sub-total S 41,271 S 118,261 S 150,910 S - S 111,321 S 197,683 S 170,461 S 153,116
e  Fuel
Capital Expenditures 53,665 111,572 160,819 112,483 162,726 173,804 141,906
Transfers betw Capital Fds 2 2 - 37
R&R/0OCO Contribution
Transfer to Scherer - -
Sub-total S 53,665 S 111,574 S 160,821 S - S 112,520 S 162,726 S 173,804 S 141,906
Ending Balance S 152,398 S 152,398 S 135,800 N/A S 145,711 S 170,757 S 167,414 S 178,624
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 48,626 S 73,727 S 105,235 S 140,486 $ 146,910 S 48,626 S 105,235 S 102,997 S 146,910
Additions: -
R&R/OCO Contribution 156,406 142,822 124,630 85,639 110,351 85,639 124,630 123,970 156,406
Loans betw Capital Fds - - - - - - - -
Other 2,876 943 2,423 4,014 970 943 2,423 2,245 4,014
Sub-total S 159,282 S 143,765 S 127,053 S 89,653 S 111,321
Deductions:
Capital Expenditures 115,181 112,257 91,802 82,889 112,483 82,889 112,257 102,922 115,181
Bond Buy Back - - - - - -
Transfer to Scherer 19,000
Loans betw Capital Fds 340 37
Other - - - - - -
Sub-total S 134,181 S 112,257 S 91,802 S 83,229 S 112,520
Ending balance S 73,727 S 105,235 S 140,486 S 146,910 S 145,711 S 73,727 S 140,486 S 122,414 S 146,910

Observations:
® Other includes the Oracle Financing and Sale of Property.
o Includes $47 million for Maximum Annual Debt Service calculation.
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Electric Construction / Bond Fund

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution
Metric: Target = Capital expenditures per year minus internal funding available

Definitions and Goals: JEA maintains a senior and subordinated construction fund of which bonds proceeds are deposited and used for the payment of the costs of additions, extensions and improvements to the
Electric System. The senior construction fund is limited to the costs of additions, extension and improvements relating to non-generation capital expenditures. The subordinated construction fund is used for capital

projects relating to all categories of capital expenditures but primarily targeted to fund generation capital expenditures.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S - S 4 S 4 N/A 42 S - S - -
Additions:
Bond Proceeds - -
Line of Credit - -
Transfers b/w Capital Fds - - -
Other 2 2 - 37
e  Fuel S - S 2 S 2 S - 37 S - S - -
Deductions:
Capital Expenditures 6 6 4 75 - - -
Bond Funded Interest - -
Transfers b/w Capital Fds -
Other - - -
Sub-total $ - $ 6 $ 6 $ 4 75 $ - $ - -
Ending Balance S - S - S - N/A 4 S - $ - -
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 36,981 S 63,915 S 40,034 S 5,184 S 42 - S 21,083 S 24,359 63,915
Additions:
Bond Proceeds 91,545 1,550 1,550 46,548 46,548 91,545
Line of Credit - - - -
Transfers b/w Capital Fds 3,091 3,091 3,091 3,091 3,091
Other 562 34 340 37 34 189 243 562
Sub-total $ 92,107 S - $ 1,584 S 3,431 S 37
Deductions:
Capital Expenditures 63,371 23,385 35,253 4,821 75 75 23,385 25,381 63,371
Bond Funded Interest 1,802 1,802 1,802 1,802 1,802
Line of Credit
Transfers b/w Capital Fds 35 3,091 35 1,563 1,563 3,091
Other 496 1,146 661 496 661 768 1,146
Sub-total S 65,173 S 23,881 S 36,434 S 8,573 S 75
Ending balance S 63,915 S 40,034 S 5,184 S 42 S 4 4 S 5,184 S 21,836 63,915

Observations:

® JEA's philosophy has been to borrow bond funds on a "just-in-time" basis. Staff has used line of credit borrowings and loans between capital funds to decrease borrowing costs.

® No new debt issues for the FY 2017 - 2019 projection period.
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Debt Management Policy

Water and Sewer Debt Management Reserve

Metric: One-half percent of the par amount of outstanding variable debt (adjusted for variable to fixed rate long term swaps). Capped at 3% of the par amount of outstanding variable debt.

Definitions and Goals: For the period FY 04 through FY 09, an annual budgeted reserve contribution for variable rate debt was made. The calculation was based upon one half percent of the par amount of
outstanding variable rate debt (adjusted for variable rate to fixed rate long term swaps). The budget reserve was capped at three percent of the par amount of the outstanding variable rate debt. The reserve can
be used for any lawful purpose including debt service, debt repayment, and capital outlay and must be approved in writing by the CEO.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S - S - S - N/A 304 S - S - -
Additions:

Contributions -

Sub-total $ - S - S - S - - S - $ - -
e  Fuel

Withdrawals 304

Sub-total S - S - S - S - 304 S R 3 - B
Ending Balance S - S - S - N/A - S - 3 B B

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance S 6,458 S 6,458 S 6,458 S 304 S 304 304 S 6,458 S 3,996 6,458
Additions:

Contributions - - - -

Sub-total $ - $ - $ - $ - $ -
Deductions:

Withdrawals 6,154 304 304 3,229 3,229 6,154

Sub-total S - S - S 6,154 S - S 304
Ending balance S 6,458 S 6,458 S 304 S 304 S - - S 304 S 2,705 6,458

Observations:

o This reserve fund discontinued contributions in FY 2009 due to adoption of new policy. Reserve activity reflected in RSF - Debt Management for that year.

® $6 million was used in Sept 2013 for a defeasance.

Page 17




Water and Sewer Rate Stabilization Debt Management

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution and Pricing Policy
Metric: Difference in actual interest rates for interest expense on the unhedged variable rate debt as compared to the budgeted assumptions for interest expense on unhedged variable rate debt.

Definitions and Goals: TheWater & Sewer System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which deposits or withdrawals shall be made as set forth in the current annual budget
or an amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Funds provide a means to minimize the year-to-year impact to customer charges and support financial metrics by
providing consistent revenue collection for expenditures impacted by external factors such as fuel, debt management and regulatory requirements or initiatives. Deposits are made to this Rate Stabilization Fund
for the purpose of managing JEA’s debt portfolio. Deposits to this reserve reflect the difference in the actual interest rates for interest expense on the unhedged variable rate debt as compared to the budgeted
assumptions for interest expense on the unhedged variable rate debt. Additionally, deposits can be made from excess debt service budget over the actual debt service expense for any fiscal year. However, the
total amounts deposited (in addition to actual debt service costs for the fiscal year) cannot exceed the total amount of the budgeted debt service for any fiscal year. At a minimum, 50% of the calculated reserve
contribution, if any, will be recorded and deposited each fiscal year. Debt and Investment Committee will review and record at their option an additional contribution amount, up to the full value of the calculated
reserve contribution (the remaining 50%). The reserve contributions will be calculated on a system by system basis; however, based on the calculation, any mandatory deposit will exclude the District Energy
System. The reserve contributions shall cease in the event the reserve balance exceeds the cap of five percent of the par amount of the total outstanding variable rate debt of all systems. Withdrawals from the
Rate Stabilization Fund for Debt Management Strategy can be made for expenses related to market disruption in the capital markets, disruption in availability of credit or unanticipated credit expenses, or to fund
variable interest costs in excess of budget.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 20,290 S 20,290 S 20,290 N/A S 20,290 S 20,290 S 20,290 S 20,290
Additions:
Contributions - - - N/A -
Financial Statement Rounding
Sub-total S - S - S - S - $ - $ - $ - S -
e  Fuel
Withdrawals
Sub-total $ - S - S - $ - $ - $ - $ - $ -
Ending Balance S 20,290 S 20,290 S 20,290 N/A S 20,290 S 20,290 S 20,290 S 20,290
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 9,514 S 17,560 S 20,290 S 20,290 S 20,290 S 9,514 S 20,290 S 17,589 S 20,290
Additions:
Contributions 8,046 2,730 - - - -
Sub-total $ 8,046 $ 2,730 $ - $ - $ -
Deductions:
Withdrawals - - - -
Sub-total $ - $ - $ - $ - $ -
Ending balance S 17,560 S 20,290 S 20,290 S 20,290 S 20,290 S 17,560 S 20,290 S 19,744 S 20,290

Observations:
o Contributions began in June 2009.
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Water & Sewer System Rate Stabilization - Environmental

For the Fiscal Quarter Ending June 30, 2016

Reserve/Fund Authorization: Bond Resolution and Pricing Policy

Definitions and Goals: The Water & Sewer System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals shall be made as set forth in the current annual
budget or an amount otherwise determined by an authorized officer of JEA. The Rate Stabilization Fund provides a means to minimize the year-to-year impact to customer charges and support financial metrics
by providing consistent revenue collection for expenditures impacted by external factors such as debt management and regulatory requirements or initiatives.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 4,104 S - S - N/A S - S 1,456 S (3,650) S 500
Additions:

Contributions 3,871 10,056 13,619 - 12,155 12,253 12,362

Sub-total S 3,871 S 10,056 S 13,619 S - S - S 12,155 S 12,253 S 12,362
e  Fuel

Withdrawals 3,470 5,551 12,163 - 17,261 8,103 11,681

Sub-total S 3,470 S 5,551 S 12,163 S - S - S 17,261 S 8,103 S 11,681
Ending Balance S 4,505 S 4,505 S 1,456 N/A S - S (3,650) S 500 S 1,181

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance S - S - S - S - S - S - $ - $ - $ -
Additions:

Contributions - - - -

Sub-total S - S - S - $ - $ -
Deductions:

Withdrawals - - - -

Sub-total S - S - S - $ - $ -
Ending balance $ - S - $ - $ - $ - $ - $ - $ - $ -

Observations:
e Rate Stabilization Fund for Environmental began in June 2010.
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Management Directive 302 Credit and Collections and Internal Procedure CR40400 MBC302
Metric: Internal procedure CR40400 MBC302 Credit and Collections

Water and Sewer System Customer Deposits

Definitions and Goals: Pursuant to internal procedure CR40400 MBC302 Credit and Collections, JEA accesses customers a deposit that may be used to offset any future unpaid amounts during the course of providing

utility service to a customer.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year

(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ 13,979 $ 13,255 13,255 N/A 12,787 13,785 $ 13,785 13,785
Additions:

Allocated from Electric 530 530 N/A 468

Loan Repayment -

Sub-total $ - $ 530 530 - 468 - $ - -
e  Fuel

Allocated from Electric 194 - -

Loan to W&S Operations - N/A

Sub-total S 194 S - - - - - S - -
Ending Balance S 13,785 S 13,785 13,785 N/A 13,255 13,785 S 13,785 13,785

Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High

Opening Balance 8,517 S 9,727 S 12,627 13,860 12,787 8,517 12,627 S 11,504 13,860
Additions:

Allocated from Electric 1,210 2,900 1,233 468 468 851 851 1,233

Loan Repayment 1,000 - - - -

Sub-total 1,210 S 3,900 S 1,233 - 468
Deductions:

Allocated from Electric 1,073 1,073 1,073 1,073 1,073

Loan to W&S Operations 1,000 - - - -

Sub-total - S 1,000 S - 1,073 -
Ending balance 9,727 S 12,627 S 13,860 12,787 13,255 9,727 12,787 S 12,451 13,860

Observations:

e JEA is in the process of implementing a prepaid meter program which could reduce customer deposits at some future date.
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Water and Sewer Debt Service Sinking Fund

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution
Metric: Accrued interest and principal currently payable on fixed and variable rate bonds pursuant to the Bond Resolutions

Definitions and Goals: JEA is required monthly to fund from revenues an amount equal to the aggregate of the Debt Service Requirement for senior and subordinated bonds for such month into this account. On or before such

interest payment date, JEA shall pay out of this account to the paying agents the amount required for the interest and principal due on such date.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance $ 48,130 $ 67,720 $ 67,720 N/A $ 75,019 66,209 $ 83,076 82,930
Additions:
Revenue fund deposits 24,419 72,572 99,481 102,789 120,883 121,878 122,454
Sub-total S 24,419 S 72,572 S 99,481 S - S 102,789 120,883 S 121,878 122,454
e  Fuel
Principal and interest payments 31,362 99,105 100,992 N/A 110,088 104,016 122,024 120,638
Sub-total S 31,362 S 99,105 S 100,992 S - S 110,088 104,016 S 122,024 120,638
Ending Balance $ 41,187 $ 41,187 S 66,209 N/A S 67,720 83,076 S 82,930 84,746
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 71,496 $ 80,936 S 81,675 S 80,317 S 75,019 S - 77,668 S 64,907 81,675
Additions:
Revenue fund deposits 120,846 125,160 119,535 117,444 102,789 102,789 119,535 117,155 125,160
Bond funded interest - - - -
Sub-total S 120,846 S 125,160 S 119,535 S 117,444 S 102,789
Deductions:
Principal and interest payments 111,406 124,421 120,893 122,742 110,088 110,088 120,893 117,910 124,421
Sub-total S 111,406 S 124,421 S 120,893 S 122,742 S 110,088
Ending balance S 80,936 S 81,675 S 80,317 S 75,019 S 67,720 S 67,720 80,317 S 77,133 81,675

Observations:
® September 30th ending balances are used to pay Oct 1st interest and principal payments.

e Timing differences occur due to the accrual of debt service during one fiscal year and the payment in the following fiscal year (primarily fixed rate principal and interest on Oct 1st of the following fiscal year).
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution

Water and Sewer Debt Service Reserve Account

Metric: 125% of average annual debt service on outstanding senior fixed and variable rate bonds plus subordinated fixed rate bonds as required by the Bond Resolutions

Definitions and Goals: This reserve will be funded, maintained and held for the benefit of bondholders as specified in the Supplemental Resolution authorizing the sale of the bonds to pay principal and/or interest on the bonds
should revenues from operations not be sufficient for such purpose in accordance with the appropriate bond resolution. It is JEA’s current practice to fund this reserve account with cash from the sale of bonds; however, revenues

may be utilized to fund this reserve if necessary.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 108,086 S 108,849 S 108,849 N/A S 116,829 108,086 S 108,086 S 108,086
Additions:
Construction reserve fund/bond issues - N/A -
Revenue fund - N/A -
Rounding -
Sub-total S - $ - $ - - $ - - $ - $ -
o  Fuel
Revenue fund 763 763 7,980
Sub-total $ - $ 763 $ 763 - $ 7,980 - $ - $ -
Ending Balance S 108,086 S 108,086 S 108,086 N/A S 108,849 108,086 S 108,086 S 108,086
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 91,239 S 102,214 S 119,131 S 119,915 116,829 S 91,239 116,829 S 109,866 S 119,915
Additions:
Construction reserve fund/bond issues 10,975 10,917 784 784 10,917 7,559 10,975
Revenue fund - 6,000 3,821 - 3,821 3,274 6,000
Sub-total S 10,975 S 16,917 S 4,605 S - -
Deductions:
Revenue fund 3,821 3,086 7,980 3,086 3,821 4,962 7,980
Sub-total S - S - S 3,821 S 3,086 7,980
Ending balance S 102,214 S 119,131 S 119,915 S 116,829 108,849 S 102,214 116,829 S 113,388 S 119,915

Observations:

® In 2008, debt service reserve sureties downgraded and JEA began replacing those downgraded sureties with cash/investments as required by the bond resolutions. Sureties of $149.8 million are still outstanding

but are not eligible to be utilized as debt service reserve deposits per the Bond Resolutions.
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Water and Sewer Renewal and Replacement (R&R) / Operating Capital Outlay (OCO)
For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution, Article 21 of the City of Jacksonville Charter and Pricing Policy
Metric: Renewal and Replacement required to deposit from the revenue fund annually an amount equal to the greater of 10% of the prior year defined annual net revenues or 5% of the prior year defined gross
revenues per JEA's Water and Sewer System bond resolutions. Operating Capital Outlay - by 2013 the goal is to fund all non-capacity capital expenditures.

Definitions and Goals: Pursuant to the Water and Sewer System bond resolutions and Article 21 of the City of Jacksonville Charter, JEA is required to deposit from the revenue fund annually an amount for
Renewal and Replacement of system assets. According to the bond resolutions the amount is equal to the greater of 10% of the prior year defined annual net revenues or 5% of the prior year defined gross
revenues. The funds shall be used for the purposes of paying the cost of extensions, enlargements or additions to, or the replacement of capital assets of the Electric System. In addition, as a portion of the base
rate, JEA will recover from current revenue a formula driven amount for capital expenditures which is referred to as Operating Capital Outlay. This amount is calculated separately from the R&R deposit. In
accordance with the Pricing Policy, by 2013, the objective is to fund an amount equal to all non-capacity capital expenditures with current year internally generated funds.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 72,037 S 37,337 S 37,337 N/A S 59,295 S 66,169 S 20,908 S (1,961)
Additions:
R&R/OCO Contribution 41,930 103,765 133,604 - 62,793 110,668 112,989 115,131
Loans betw Capital Fds - 22
Other 3,338 27,730 29,237 - 653 8,600 8,600 8,600
Sub-total S 45,268 S 131,495 S 162,841 S - S 63,468 S 119,268 S 121,589 S 123,731
e  Fuel
Capital Expenditures 35,224 86,688 133,910 - 85,426 164,529 144,458 143,908
Transfer to Capacity Fund 35 98 99 - -
Transfer to Construction Fund
R&R/0OCO Contribution - - -
Sub-total S 35,259 S 86,786 S 134,009 S - S 85,426 S 164,529 S 144,458 S 143,908
Ending Balance S 82,046 S 82,046 S 66,169 N/A S 37,337 S 20,908 S (1,961) S (22,138)
Historical Statistical
2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 11,539 S 28,840 S 64,260 S 78,689 S 59,295 S 11,539 S 59,295 S 48,525 S 78,689
Additions:
R&R/OCO Contribution 49,946 76,157 91,245 48,373 62,793 48,373 62,793 65,703 91,245
Loans betw Capital Fds - - - 22 - - 6 22
Other (incl septic tank) 1,067 5,771 1,539 1,614 653 653 1,539 2,129 5,771
Sub-total S 51,013 S 81,928 S 92,784 S 49,987 S 63,468
Deductions:
Capital Expenditures 33,712 46,508 68,355 67,488 85,426 33,712 67,488 60,298 85,426
Loan Repayment - - - - - - - -
Transfer to Constr. Fund - - 10,000 1,893 - 947 2,973 10,000
Other (incl septic tank) - - - - - - - - -
Sub-total S 33,712 S 46,508 S 78,355 S 69,381 S 85,426
Ending balance S 28,840 S 64,260 S 78,689 S 59,295 S 37,337 S 28,840 S 59,295 S 53,684 S 78,689

Observations:

® Other includes the Septic Tank Phase-out project, Sale of Property, and the transfer of RSF - Environmental in FY 2016 - 2019

® Includes $20 million for Maximum Annual Debt Service calculation.

e 557 million is projected to be withdrawn from this capital balance in FY 2016-2017 to support the capital program with lower Net Revenues as planned with the June 2012 approved
reduction in the October 1, 2012 rate increase.
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For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Florida Statute and Rate Tariff

Metric: Tariff rate

Water and Sewer Capacity Fees / State Revolving Fund Loans

Definitions and Goals: Capacity fees are charged to customers as a one- time fee for a new connection to the Water System and a one- time fee for a new connection to the Sewer System. Capacity charges may be
used and applied for the purpose of paying costs of expansion of the Water and Sewer System or paying or providing for the payment of debt that was issued for the same purpose. In addition, the Water and
Sewer System has received funds from the State Revolving Fund (SRF) program for the construction of water and wastewater treatment facilities. SRF loans are subordinated to all Water and Sewer System
Revenue Bonds and Water and Sewer System Subordinated Revenue Bonds.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance 98,777 S 90,912 90,912 N/A S 76,887 97,808 S 64,272 S 44,348
Additions:
Capacity Fees 6,174 16,286 20,182 - 19,579 19,036 19,226 19,418
State Revolving Fd Loan - -
Transfer from R&R/OCO Fund 35 98 248 - 246 650 650 650
Other - -
e  Fuel 6,209 S 16,384 20,430 S - S 19,825 19,686 S 19,876 S 20,068
Deductions:
Capital Expenditures 1,799 4,109 13,534 - 5,805 53,222 39,800 30,034
Other - -
Sub-total 1,799 $ 4,109 13,534 $ - $ 5,805 53,222 S 39,800 $ 30,034
Ending Balance 103,187 $ 103,187 97,808 N/A S 90,907 64,272 S 44,348 S 34,382
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 21,463 41,025 S 45,454 60,360 S 76,887 S 21,463 45,454 S 49,038 S 76,887
Additions:
Capacity Fees 10,311 10,820 17,394 18,298 19,579 10,311 17,394 15,280 19,579
State Revolving Fd Loan 14,667 3,798 - - - 1,899 4,616 14,667
Loan Repayments - - - - 246 - - 49 246
Other - - 12 - 5 - - 3 12
Sub-total S 24,978 14,618 S 17,406 18,298 S 19,830
Deductions:
Capital Expenditures 5,268 7,096 2,270 1,758 5,805 1,758 5,268 4,439 7,096
Loans betw Capital Fds - - - - - -
Other 148 3,093 230 13 13 189 871 3,093
Sub-total S 5,416 10,189 S 2,500 1,771 S 5,805
Ending balance S 41,025 45,454 S 60,360 76,887 S 90,912 S 41,025 60,360 S 62,928 S 90,912

Observations:
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Water and Sewer Environmental

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Pricing Policy
Metric: Unit tariff rates times consumption

Definitions and Goals: The Environmental Charge will be applied to all water, sewer, irrigation and non bulk user reclaimed consumption. The environmental charge revenue will be collected from customers to partially
offset current and future environmental and regulatory needs as specified in the Pricing Policy for specific environmental and regulatory programs.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 246 S 19,245 S 19,245 N/A S 5,299 S - S - S -
Additions:
Environmental Contributions 3,471 5,547 11,056 - 22,056 18,458 8,753 12,331
Loans betw Capital Fds - -
Other - -
Sub-total S 3,471 S 5,547 S 11,056 S - S 22,056 S 18,458 S 8,753 S 12,331
e  Fuel
Capital Expenditures 2,742 4,508 10,693 - 7,318 17,808 8,103 11,681
Septic Tank Phase Out 64 363 - 203 650 650 650
Other - 19,245 19,245 - 589
Sub-total S 2,742 S 23,817 S 30,301 S - S 8,110 S 18,458 S 8,753 S 12,331
Ending Balance S 975 S 975 S - N/A S 19,245 S - S - S -
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 5,920 S 9,795 S (8,158) S (9,857) S 5,299 S (9,857) S 5,299 S 600 S 9,795
Additions:
Environmental Contributions 14,577 21,747 21,193 21,018 22,056 14,577 21,193 20,118 22,056
Loans betw Capital Fds - - - - - - -
Other - - - -
Sub-total $ 14,577 $ 21,747 $ 21,193 $ 21,018 $ 22,056
Deductions:
Capital Expenditures 10,702 39,700 22,892 5,862 7,318 5,862 10,702 17,295 39,700
Septic Tank Phase Out 203 203 203 203 203
Other 589 589 589 589 589
Sub-total S 10,702 S 39,700 S 22,892 S 5,862 S 8,110
Ending balance 3 9,795 $ (8,158) S (9,857) 3 5,299 3 19,245 $ (9,857) S 5,299 $ 3,265 $ 19,245

Observations:
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Water and Sewer Construction / Bond Fund

For the Fiscal Quarter Ending June 30, 2016
Reserve/Fund Authorization: Bond Resolution
Metric: Capital expenditures per year minus internal funding available

Definitions and Goals: JEA maintains a senior and subordinated construction fund of which bonds proceeds are deposited and used for the payment of the costs of additions, extensions and improvements to the

Water and Sewer System.

Actual as of 06/30/2016 Full Year Projection
Current 2016 2016 Prior Year
(In Thousands) Quarter Year -to-Date Forecast Budget Actual 2017 2018 2019
Opening Balance S 681 S 664 S 664 N/A S 326 S - S - -
Additions:
Bond Proceeds - - -
Line of Credit - - -
Transfer from R&R/OCO Fund - -
Other 17 17 - 344
e  Fuel S - S 17 S 17 S - S 344 S - S - -
Deductions:
Capital Expenditures - 6
Bond Proceeds - -
Other 681 - -
Sub-total S - S - S 681 S - S 6 S - S - -
Ending Balance S 681 S 681 S - N/A S 664 S - S - -
Historical Statistical
(In Thousands) 2011 2012 2013 2014 2015 Low Median Mean High
Opening Balance S 18,708 S 29,622 S 7,419 S 2,305 S 326 S 326 S 7,419 S 11,676 29,622
Additions:
Bond Proceeds 45,662 - 486 - - 243 11,537 45,662
Line of Credit - - - - - - - -
Loans/trnsf btw CapFds - - 10,000 1,893 - 947 2,973 10,000
Other - - 3 476 344 - 3 165 476
Sub-total S 45,662 S - $ 10,489 S 2,369 S 344
Deductions:
Capital Expenditures 34,172 20,243 14,855 3,784 6 6 14,855 14,612 34,172
Bond Proceeds - - 411 48 - 24 115 411
Line of Credit - - - - - - - -
Loans/trnsf btw CapFds - - 337 516 - 169 213 516
Other 576 1,960 - - - 288 634 1,960
Sub-total S 34,748 S 22,203 S 15,603 S 4,348 S 6
Ending balance S 29,622 S 7,419 S 2,305 S 326 S 664 S 326 S 2,305 S 8,067 29,622

Observations:
® JEA's philosophy has been to borrow bond funds on a "just-in-time" basis. Staff has used line of credit borrowings and loans between capital funds to decrease borrowing costs.
@ No new debt issues for the FY 2017-2019 projection.
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to 30% from 25% on March 31% and September 30". This increase in the limit for bank deposits will
facilitate the payment of debt service on April 1* and October 1% each year.

RECOMMENDATION:

Staff recommends that the Finance and Audit Committee and the Board approve the attached revisions
of the Investment Policy.

Paul E. McElroy, Managing Director/CEO

PEM/MHD/JEO/TPD
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JEA
TREASURY SERVICES
INVESTMENT POLICY
AS OF AUGUST 16, 2016

SCOPE

The statement of investment policy and guidelines applies to funds under control of JEA
in excess of those required to meet short-term expenses.

This investment policy applies to financial assets including funds related to the issuance
of debt by JEA, including the Electric System, the Water and Sewer System, St. Johns
River Power Park (SJRPP), the Bulk Power Supply System, the District Energy System
(DES), and any other entity created and approved by JEA’s Board. Furthermore, this
investment policy applies to customer deposit monies held by JEA. This policy shall not
apply to investments of the SJRPP Employees’ Retirement Plan or investments of the
Other Post-Employment Benefits (OPEB) Trust, which are covered by separate
investment policies or authorizing resolutions.

INVESTMENT OBJECTIVES

JEA’s investment portfolio shall be managed with the primary objective of safety of
capital. The investment strategy will provide sufficient liquidity to meet anticipated cash
flow requirements.

JEA will strive to obtain the highest possible yields consistent with safety of capital,
liquidity of the portfolio and prudent investment principles.

Investments are made with the intention of holding the securities to maturity. However,
investments may be sold from time to time to meet cash flow requirements, for the
purpose of restructuring the average duration of the portfolio and taking advantage of
market opportunities to record capital gains.

PERFORMANCE MEASUREMENT

JEA seeks to optimize the return on investment within the constraints of safety and
liquidity. The investment portfolio shall be designed to attain a market yield consistent
with the investment risk, maturity and liquidity constraints as discussed in this policy. A
benchmark index will be used to evaluate the performance of the portfolio and the index
will be periodically reviewed by the Chief Financial Officer to determine its
appropriateness and to recommend changes as needed.
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PRUDENCE AND ETHICAL STANDARDS

The standard of prudence to be applied by JEA shall be the “Prudent Person” rule, which
states: “Investments shall be made with judgment and care under circumstances then
prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income to be derived from the
investment.” The “Prudent Person” rule shall be applied in the context of managing the
overall portfolio.

Employees of JEA involved in the investment process shall not transact personal business
activity that could or could appear to conflict with State Statutes, City Ordinances, JEA
Management Directives, proper execution of the investment program or which could
impair their ability to make impartial investment decisions.

AUTHORIZED INVESTMENTS

Refer to Exhibits | through VI for a complete listing of the “Authorized Investments”.
Exhibit I includes the Authorized Investments for the Electric System and Exhibit V1 lists
the Authorized Investments for DES. The bond resolutions for the Electric System and
for DES allow any investment that is permitted by Florida law. Further, the Florida
statutes provide that authorized investments include those that have been authorized by a
resolution of the entity, e.g. a Board resolution. Thus, the JEA Board can amend the list
of Authorized Investments for the Electric System and for DES. The Authorized
Investments for the other JEA systems or entities are specifically listed in their respective
bond resolutions and thus can only be changed by a change in the resolution.

Money market funds are specifically included in the list of Authorized Investments for
the Electric System and DES. However, the term “money market funds” is not
specifically noted in the list of Authorized Investments for the SJRPP Second Bond
Resolution, the Bulk Power Supply System or the Water and Sewer System. The listings
for those systems include as Authorized Investments the shares of an investment
company organized under the Investment Company Act of 1940, as amended. Money
market funds which are organized and registered under the Investment Company Act of
1940, as amended, fall under this definition and are thus included as eligible investments.

In the case of the SJIRPP First Bond Resolution, the list of Investment Securities includes
investments in direct obligations of or obligations guaranteed by the United States of
America. Section 660.415 of the Florida Statutes states that in the absence of an express
provision to the contrary, when a governing instrument (e.g. a bond resolution) permits
investments in United States Government obligations, trust companies, trust departments,
trustees and fiduciaries may invest in shares of an investment company registered under
the Investment Company Act of 1940 if the portfolio of such investment company is
limited to United States Government obligations and repurchase agreements fully
collateralized by United States Government obligations. Thus the funds held by the
SJRPP Trustee in the Debt Service Account and the Debt Service Reserve Account in the
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Debt Service Fund may be invested in money market mutual funds which invest solely in
United States Government obligations or repurchase agreements fully collateralized by
United States Government obligations.

For all JEA systems, only money market funds that are rated AAA by Standard and
Poor’s or Aaa by Moody’s Investors Service are permitted.

JEA does not speculate on the future movement of interest rates and is not permitted to
utilize reverse repurchase agreements or other forms of debt leverage in the management
of its investment portfolio. Floating rate notes, inflation-indexed notes, and other
adjustable rate securities are permitted types of securities. Inverse floaters, however, are
prohibited.

JEA is permitted to use interest rate swap agreements for asset/liability management. For
its assets, JEA utilizes interest rate swaps in a 100% asset matched strategy with JEA’s
revolving fund balances. JEA is also permitted to engage in the practice of securities
lending, whereby a fee is paid to JEA in exchange for lending securities that are fully
collateralized by securities listed as “Authorized Investments”. JEA’s investment
professionals have developed sufficient understanding of the investment vehicles listed
above and have the expertise to manage them.

MATURITY AND LIQUIDITY REQUIREMENTS

The investment portfolio shall be structured in such manner as to provide sufficient
liquidity to pay obligations as they come due. To the extent possible, investment
maturities will be matched with known cash needs and anticipated cash flow
requirements.

Additionally, maturity limitations for funds related to the issuance of debt are outlined in
the Bond Resolution relating to those bond issues.

PORTFOLIO COMPOSITION

The investment portfolio may be structured to have limits on certain types of securities,
issuers, and maturities. Refer to Table 1 for specific limitations.

Investments in commercial paper, certificates of deposit or bankers acceptances shall
have the following restrictions: Nine months maximum maturity, $12,500,000 limit per
issuer, and limited to 25% of the entire portfolio (including money market and repurchase
agreements). Exceeding the 25% limit is permitted when including investments for the
debt service sinking funds and escrows relating to the economic defeasance of debt. In
addition, commercial paper must be rated in the highest whole rating category (i.e. A-1
by Standard and Poor’s, P-1 by Moody’s Investors Service or F1 by Fitch) by at least 2
nationally recognized rating agencies and be issued by a Fortune 500 company, a Fortune
Global 500 company with significant operations in the U.S., or the governments of
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Canada or Canadian provinces (in U.S. dollar-denominated securities). The ratings
outlook for the commercial paper must be positive or stable at the time of the investment.

RISK AND DIVERSIFICATION

Assets held shall be diversified to control the risk of loss resulting from over
concentration of assets in a specific maturity, issuer, instrument, dealer, or bank through
which these instruments are bought and sold. Diversification strategies shall be reviewed
and revised periodically as necessary by the appropriate management staff. A diversity
of treasury and agency issues shall be maintained to avoid a concentration in any one
issue or maturity. Refer to Table 1 for detailed investment limitations. Such limitations
will be periodically reviewed by the Chief Financial Officer to determine their
appropriateness and to recommend changes as needed.

AUTHORIZED INVESTMENT INSTITUTIONS AND DEALERS

JEA shall only execute US Treasury and Agency investment transactions and repurchase
agreements with primary securities dealers as designated by the Federal Reserve Bank of
New York and commercial banks within JEA’s geographical service area who are
member banks of the Federal Reserve System and have capital stock, surplus and
undivided earnings aggregating at least $25,000,000 and have a rating on short-term bank
deposits of at least P-1 by Moody’s Investors Service. Commercial paper transactions,
CD’s and BA’s can be executed with primary securities dealers and firms considered to
be “Direct Issuers”. Municipal securities transactions can be executed with primary
securities dealers or municipal securities firms having a significant presence in Florida or
firms owning a specific JEA bond issue and only on a delivery versus payment basis.
Investment Agreements can be purchased directly from the issuing insurance company or
financial institution. Money market mutual funds can be purchased from commercial
banks meeting the requirements discussed above, from primary dealers, through JEA
Trustees as discussed in Section 5.0, or directly from the money market mutual fund. All
other investments can only be purchased from primary dealers.

THIRD-PARTY CUSTODIAL AGREEMENTS

All securities purchased by, and all collateral obtained by, JEA under this section shall be
properly designated as an asset of JEA and held in safekeeping by a third party custodial
bank or other third party custodial institution, except as noted below.

All securities purchased and sold by JEA under this section shall be executed using the
“delivery versus payment procedure.”  Collateral requirements for Repurchase
Agreements and Securities Lending Agreements will be contained in the Master
Repurchase Agreement/Custodial Undertaking and Securities Lending Agreement,
respectively, executed between JEA and the broker/dealer or bank.

The safekeeping institution shall issue a safekeeping receipt to JEA listing the specific
instrument, par value, rate, maturity and any other pertinent information. In the case of
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securities purchased or sold, the “confirmation” received from the dealer or safekeeping
institution should be attached to the internally generated trade ticket. In the case of
repurchase agreements, collateral safekeeping receipts should be compared on a daily
basis to ensure compliance with collateral requirements and investment limitations.

No withdrawal of securities, in whole or in part, shall be made from safekeeping, except
by an authorized staff member of JEA.

An exception to third party custody of assets would be the safekeeping of collateral for
repurchase agreements entered into between JEA and its primary bank for the purpose of
conducting day to day cash management functions. Collateral will be held by that bank
but not in JEA’s name. The bank will issue a safekeeping receipt indicating the collateral
pledged to JEA.

MASTER REPURCHASE AGREEMENT

JEA shall require all institutions and dealers transacting repurchase agreements to
execute and perform as stated in the Master Repurchase Agreement that is signed by both
parties. All repurchase agreement transactions shall adhere to the requirements of the
Master Repurchase Agreement.

Repurchase Agreements can only be entered into with authorized investment institutions
and dealers as defined in Section 9.0 of this policy. In addition, all repurchase
agreements must adhere to the provisions as defined in Section 5.0 of this policy relating
to authorized investments and Section 10.0 of this policy regarding third-party custodial
agreements. Collateral requirements must adhere to those outlined in the appropriate
bond resolution. Tri Party Repurchase Agreements are preferred to “conventional”
(delivery of collateral versus wire transfer of the amount invested) Repurchase
Agreements due to significant cost savings derived from safekeeping the collateral at the
same custodian utilized by the dealer. Due to the costs associated with transferring
Repurchase Agreements on a daily basis, the interest rate paid to JEA will be compared
on a daily basis to the market (using Bloomberg or a similar source) and when
appropriate, the Repurchase Agreement will be re-executed with a different institution
based on the rate comparison.

BID REQUIREMENT
Staff shall determine the approximate maturity date based on cash flow needs and market
conditions, analyze and select one or more optimal types of investment, and

competitively bid the security in question when feasible and appropriate.

Competitive bids or offerings shall be obtained from at least three dealers on all sales or
purchases except in situations where:

a. the security involved is a “new issue” and/or can be purchased “at the auction”;
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b. the security involved has a fixed, “posted scale” rate;

C. the security involved is available through direct issue, private placement (e.g.,
General Electric Commercial Paper, Chevron Commercial Paper, , etc.);

d. the security involved is of particular special interest to JEA (e.g. Florida General
Obligation bonds or other municipal bonds) and dealer competition could have an
adverse impact with respect to the price and/or availability of the security to JEA;

e. a dealer or institution brings to JEA an unsolicited swap proposal deemed
advantageous to JEA.

Although direct investments in equity securities are not authorized investments, such
securities are received by JEA from time to time as payment for customer liabilities in
lieu of the receipt of cash. Competitive bids are not required on the sale of such securities
in order that the sale may take place in an expeditious manner.

The requirement for competitive bids does not apply to JEA purchases of JEA bonds in
the secondary market, or to investments in money market mutual funds, the State of
Florida Local Government Surplus Funds Trust Fund (the “State Pool”), or
intergovernmental investment pools. Money market funds shall be rated AAA by
Standard and Poor’s or Aaa by Moody’s Investors Service and will be selected on the
basis of a fund’s yield, ranking versus peers, expenses, portfolio composition, assets
under management, etc. Investments in money market mutual funds or in the State Pool
or an intergovernmental pool will be reviewed on a periodic basis for appropriateness.

INTERNAL CONTROLS

The Chief Financial Officer and/or the Treasurer will maintain a system of internal
controls, which will be documented in writing and made part of operational procedures in
Treasury Services. The internal controls will be reviewed by independent auditors as part
of any financial audit periodically required of JEA.

The internal controls should be designed to prevent losses of funds which might arise
from fraud, employee error, misrepresentation by third parties, or imprudent actions by
employees of JEA.

REPORTING

Treasury Services shall generate monthly reports for management purposes. The reports
shall include securities in the portfolio by class or type, book value, and yield earned
during the period. Market values are reported quarterly in JEA’s financial statements.
Treasury Services shall provide other such reports and information as deemed reasonable,
upon request, from other internal and external sources.
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CONTINUING EDUCATION

JEA staff responsible for making investment decisions must annually complete 8 hours of
continuing education in subjects of study related to investment practices and products.
This requirement can be met through a variety of methods including, but not limited to,
seminars, conferences, college courses, and CPA continuing education.

AUDITS

Certified public accountants conducting audits of JEA pursuant to section 218.39, Florida
Statutes, shall report, as part of the audit, whether or not JEA has complied with this
section 218.415, Florida Statutes.

SALE OF SECURITIES

When the invested funds are needed in whole or in part for the purposes originally
intended or for more optimal investments, JEA may sell such investments at the “market”
and place the proceeds in the proper account or fund.

AUTHORIZATIONS

JEA investment accounts may be opened or continued at registered broker/dealers or
banks. The Managing Director and Chief Executive Officer (CEO), or his designee, is
authorized to open such accounts and to 1) purchase and sell authorized investments and
to 2) sell securities received as payment for customer liabilities in lieu of the receipt of
cash. A detailed listing of individuals in authorized positions and their specific authorities
and signatures will be maintained in an “Authorization for the Opening and Continuing
of Certain Investment Accounts and Signatories Therefor.”

PRIORITY OF DOCUMENTS

This JEA Investment Policy shall be the governing document when conflicting or
otherwise inconsistent with the JEA Procurement Code.

INVESTMENT POLICY APPROVAL

The authority to approve, modify, or amend this Investment Policy rests with the JEA
Finance and Audit Committee and the JEA Board. The JEA Chief Financial Officer or
Treasurer may submit recommendations for changes to the Investment Policy as deemed
necessary.



EXHIBIT 1
JEA ELECTRIC SYSTEM AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(iii)

(iv)

v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poor’s
and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of long-term indebtedness issued or guaranteed by
an agency or corporation which has been or may hereafter be created pursuant to an Act
of Congress as an agency or instrumentality of the United States of America;

discount notes or other short-term debt issued or guaranteed by an agency or corporation
which has been or may hereafter be created pursuant to an Act of Congress as an agency
or instrumentality of the United States of America which at the time of their purchase are
rated in the highest rating category by two nationally recognized rating agencies;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;



(vii)

(viii)

(ix)

(x)

(xi)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA,;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit or said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provided
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating (giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1” by Standard & Poor's Rating Group or their respective successors or if
not so rated by both such rating agencies, then rated “P-1" by Moody’s Investors Service
or “A-1” by Standard & Poor’s Ratings Group or “F-1” by Fitch Investors Service and
rated with the highest possible rating (giving effect to any refinement or graduation of
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(xii)

(xiii)

(xiv)

ratings with a numerical or symbolic modifier or otherwise) by one other nationally
recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, including money market mutual funds, which invests its assets exclusively
in obligations of the type described in the other clauses of this definition which shares
shall be rated AAA if rated by Standard & Poor’s Rating Group and or Aaa if rated by
Moody’s Investors Service; and

the State of Florida Local Government Surplus Funds Trust Fund or any

intergovernmental investment pool authorized pursuant to the Florida Interlocal
Cooperation Act of 1969, as provided in s. 163.01.
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EXHIBIT 11
SJRPP AUTHORIZED INVESTMENTS — FIRST BOND RESOLUTION

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)
(i)

(iii)

(iv)

(v)

(vi)

(vii)

direct obligations of or obligations guaranteed by the United States of America;

obligations issued by any of the following agencies or their successors: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan Banks; Federal
Land Banks; Export-Import Bank of the United States; Tennessee Valley Authority;
Government National Mortgage Association; Federal Farm Credit Banks; Farmers Home
Administration; Federal National Mortgage Association; a Federal agency to the extent
that such obligations are backed by the full faith and credit of the United States of
America (other than as provided in clause (i) hereof);

public housing bonds issued by public housing authorities and fully secured as to the
payment of both principal and interest by a pledge or annual contribution under an annual
contributions contract or contracts with the United States of America; or project notes
issued by public agencies or municipalities, in each case, fully secured as to the payment
of both principal and interest by a requisition or payment agreement with the United
States of America;

direct and general obligations of or obligations guaranteed by the State of Florida, to the
payment of the principal of and interest on which the full faith and credit of the State is
pledged,;

deposits in interest bearing time deposits or certificates of deposit fully secured by
obligations described in clause (i) through (iv) hereof to the extent not insured by the
Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance
Corporation;

debt obligations having a maximum maturity of one year of any corporation or bank
which are rated by Moody's Investors Service, Inc. and Standard & Poor's Corporation or
their successors in the highest rating category used by one such rating agency and in one
of the two highest rating categories used by the other rating agency for comparable types
of debt obligations; and

investment agreements with any government bond dealer reporting to the Federal
Reserve Bank of New York, or any Member bank of the Federal Reserve System having
capital stock, surplus and undivided earnings aggregating at least $25,000,000 which
agreements are secured by obligations described in sub-paragraphs (i) through (vi) of this
paragraph having a market value of at least 103 percent of the amount of such agreement.

11



EXHIBIT 111
SJRPP AUTHORIZED INVESTMENTS — SECOND BOND RESOLUTION

“Authorized Investments” shall mean and include each of the following securities, obligations
and investments if and to the extent that at the time the same shall be legal for investment of
JEA’s funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the federal agencies set forth in clause (ii) below to the extent
unconditionally guaranteed by the United States of America;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by any
agency or corporation which has been or may hereafter be created pursuant to an Act of
Congress as an agency or instrumentality of the United States of America which at the
time of their purchase hereunder are rated “AAA” by Standard & Poor’s and “Aaa” by
Moody’s Investors Service, if rated by both rating agencies, and, if rated by one such
rating agency, shall have a rating of “AAA” or “Aaa” by Standard & Poor’s or Moody’s
Investors Service, as the case may be;

obligations of any state of the United States of America or any political subdivision
thereof or any agency or instrumentality of any state or political subdivision, provided
that at the time of their purchase hereunder such obligations are rated in either of the two
highest whole rating categories by two nationally recognized rating agencies;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State is pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clauses (i) and (ii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination of federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker’s acceptances
issued by any bank, trust company or national banking association, in each case, having a
combined capital, surplus and undivided profits of not less than $100,000,000; provided,
that at the time of their purchase hereunder such instruments are (a) rated not lower than
the second highest whole rating category by two nationally recognized rating agencies,
(b) issued by a bank, trust company or nationally recognized association (1) which bank,
trust company or national banking association’s deposit obligations have been issued the
highest possible rating (giving effect to any refinement or graduation of ratings by a
numerical or symbolic modifier or otherwise) by (X) Moody’s Investors Service or
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(vii)

(viii)

(ix)

(x)

(xi)

Standard & Poor’s or (Y) two nationally recognized rating agencies or (2) which bank,
trust company or national banking association has issued and outstanding senior
unsecured indebtedness rated not lower than the second highest whole rating category by
two nationally recognized rating agencies; provided that, if after the purchase of any such
certificates of deposit, the ratings thereon or with respect to the issuer thereof, as the case
may be, shall fall below the requirements set forth in clause (a) or (b) hereof, JEA shall
sell such certificates of deposit, or (c) fully insured by the Federal Deposit Insurance
Corporation or secured, to the extent not insured by the Federal Deposit Insurance
Corporation, by such securities as are described in clause (i) of this definition which
securities shall at all times have a market value at least equal to the principal amount of
such certificates of deposit or banker’s acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody’s Investors
Service and “A-1” by Standard & Poor’s, or if not so rated by both such rating agencies,
then rated “P-1" by Moody’s Investors Service or “A-1" by Standard & Poor’s or “F-1”
by Fitch Ratings and rated with the highest possible rating (giving effect to any
refinement or graduation of ratings with a numerical or symbolic modifier or otherwise)
by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve bank of New York, which agreement relates to the sale and
repurchase of any one or more of the securities described in clauses (i) and (ii) above and
which, in the judgment of JEA, conforms as to terms and conditions with then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended (or successor provision of law), which invests in assets exclusively in
obligations of the type described in the other clauses of this definition which shares shall
be rated “AA” or above if rated by Standard & Poor’s and “Aa2” or above if rated by
Moody’s Investors Service;

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian; and

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment of such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued or entered into by (i) an insurance company whose
claims paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
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rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of

recoupment, counterclaim or set off.
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EXHIBIT IV
RESTATED AND AMENDED BULK POWER SUPPLY SYSTEM
AUTHORIZED INVESTMENTS

"Authorized Investments™ shall mean and include each of the following securities, obligations
and investments if and to the extent that at the time the same shall be legal for investment of
JEA's funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the federal agencies set forth in clause (ii) below to the extent
unconditionally guaranteed by the United States of America;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by any
agency or corporation which has been or may hereafter be created pursuant to an Act of
Congress as an agency or instrumentality of the United States of America which at the
time of their purchase hereunder are rated “AAA” by Standard & Poor’s and “Aaa” by
Moody’s Investors Service, if rated by both rating agencies, and, if rated by one such
rating agency, shall have a rating of “AAA” or “Aaa” by Standard & Poor’s or Moody’s
Investors Service, as the case may be;

obligations of any state of the United States of America or any political subdivision
thereof or any agency or instrumentality of any state or political subdivision, provided
that at the time of their purchase hereunder such obligations are rated in either of the two
highest whole rating categories by two nationally recognized rating agencies;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State is pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clauses (i) and (ii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination of federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker’s acceptances
issued by any bank, trust company or national banking association, in each case, having a
combined capital, surplus and undivided profits of not less than $100,000,000; provided,
that at the time of their purchase hereunder such instruments are (a) rated not lower than
the second highest whole rating category by two nationally recognized rating agencies,

15



(vii)

(viii)

(ix)

(x)

(xi)

(b) issued by a bank, trust company or nationally recognized association (1) which bank,
trust company or national banking association’s deposit obligations have been issued the
highest possible rating (giving effect to any refinement or graduation of ratings by a
numerical or symbolic modifier or otherwise) by (X) Moody’s Investors Service or
Standard & Poor’s or (Y) two nationally recognized rating agencies or (2) which bank,
trust company or national banking association has issued and outstanding senior
unsecured indebtedness rated not lower than the second highest whole rating category by
two nationally recognized rating agencies; provided that, if after the purchase of any such
certificates of deposit, the ratings thereon or with respect to the issuer thereof, as the case
may be, shall fall below the requirements set forth in clause (a) or (b) hereof, JEA shall
sell such certificates of deposit, or (c) fully insured by the Federal Deposit Insurance
Corporation or secured, to the extent not insured by the Federal Deposit Insurance
Corporation, by such securities as are described in clause (i) of this definition which
securities shall at all times have a market value at least equal to the principal amount of
such certificates of deposit or banker’s acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody’s Investors
Service and “A-1” by Standard & Poor’s, or if not so rated by both such rating agencies,
then rated “P-1” by Moody’s Investors Service or “A-1" by Standard & Poor’s or “F-1”
by Fitch Ratings and rated with the highest possible rating (giving effect to any
refinement or graduation of ratings with a numerical or symbolic modifier or otherwise)
by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve bank of New York, which agreement relates to the sale and
repurchase of any one or more of the securities described in clauses (i) and (ii) above and
which, in the judgment of JEA, conforms as to terms and conditions with then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended (or successor provision of law), which invests in assets exclusively in
obligations of the type described in the other clauses of this definition which shares shall
be rated “AA” or above if rated by Standard & Poor’s and “Aa” or above if rated by
Moody’s Investors Service;

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian; and

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment of such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued or entered into by (i) an insurance company whose
claims paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
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agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Any such agreement or contract may provide that,
with the approval of JEA, the insurance company or other financial institution may have
the right to assign its obligations under any such agreement or contract to any other
insurance company or other financial institution.
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EXHIBIT V
JEA WATER AND SEWER AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(i)

(iv)

(V)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poors
Ratings Group and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by an agency
or corporation which has been or may hereafter be created pursuant to an Act of Congress
as an agency or instrumentality of the United States of America which at the time of their
purchase hereunder are rated AAA and Aaa by Standard and Poor’s and Moody’s
Investors Service, respectively, or if only rated by one, then shall have a rating of AAA
or Aaa, as the case may be;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;
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(vi)

(vii)

(viii)

(ix)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provide
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating(giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;
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(x)

(xi)

(xii)

(xiii)

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1" by Standard & Poor's Rating Group or their respective successors or if
not so rated by both such rating agencies, then rated “P-1" by Moody’s Investors Service
or “A-1” by Standard & Poor’s Ratings Group or “F-1" by Fitch Investors Service and
rated with the highest possible rating (giving effect to any refinement or graduation of
ratings with a numerical or symbolic modifier or otherwise) by one other nationally
recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, which invests its assets exclusively in obligations of the type described in
the other clauses of this definition which shares shall be rated AA or above if rated by
Standard & Poor’s Rating Group and Aa2 or above if rated by Moody’s Investors
Service; and

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian.
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EXHIBIT VI
JEA DISTRICT ENERGY SYSTEM AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poor’s
Ratings Group and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of long-term indebtedness issued or guaranteed by
an agency or corporation which has been or may hereafter be created pursuant to an Act
of Congress as an agency or instrumentality of the United States of America;

discount notes or other short-term debt issued or guaranteed by an agency or corporation
which has been or may hereafter be created pursuant to an Act of Congress as an agency
or instrumentality of the United States of America which at the time of their purchase are
rated in the highest rating category by two nationally recognized rating agencies;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;
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(vii)

(viii)

(ix)

(x)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provide
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating(giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;
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(xi)

(xii)

(xiii)

(xiv)

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1” by Standard & Poor's or their respective successors or if not so rated
by both such rating agencies, then rated “P-1” by Moody’s Investors Service or “A-1" by
Standard & Poor’s or “F-1” by Fitch Investors Service and rated with the highest possible
rating (giving effect to any refinement or graduation of ratings with a numerical or
symbolic modifier or otherwise) by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, including money market mutual funds, which invests its assets exclusively
in obligations of the type described in the other clauses of this definition which shares
shall be rated AAA if rated by Standard & Poor’s and Aaa if rated by Moody’s Investors
Service; and

the State of Florida Local Government Surplus Funds Trust Fund or any
intergovernmental investment pool authorized pursuant to the Florida Interlocal
Cooperation Act of 1969, as provided in s. 163.01.
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Table 1 — JEA Investment Limitations

Allowable Range (% of total

Option investments and/or $ amount) Comments
Federal or state insured
Up to 25%, except for 3/31 financial institutions
Bank NOW Account and 9/30 at which time the designated as Qualified Public

limit is 30%

Depositories by the State of
Florida

Triparty Repo

Up to 15% with any one
dealer; up to 25% in aggregate

102% collateral for Elec.,
Water, SJIRPP 2" Resolution;
103% for SIRPP 1%
Resolution. Collateral can
include Treasuries and/or
Agencies and is held by a 3™
party custodian. Dealers rated
AA by two rating agencies.

U.S. Treasuries or Treasury-
only Money Market Funds

Up to 100%

Fund must be rated AAA or
Aaa and registered with SEC.

U.S. Agencies (Fannie Mae,
Federal Home Loan Bank,
Freddie Mac, etc.)

Less than 35% in any one
issuer and up to 75% in
aggregate, including repo
collateral

Electric/DES: No ratings
requirement for long-term
debt; A-1/P-1 or better for
short-term debt;

SJRPP 1% Resolution: no
ratings requirements;

Other Systems: AAA rated
All Systems: Not backed by
mortgage loans.

Commercial Paper

Up to 25% of portfolio;
maximum of $12.5 million in
any one issuer

Must be in Fortune 500/Global
500, or governments of
Canada or Canadian provinces
(U.S. dollar-denominated);
rated at least A-1/P-1 with
stable or positive outlook

Municipal Bonds

Up to 30% non-JEA debt;
50% including JEA debt

Non-JEA debt must be rated
AA by two rating agencies for
Elec., Water, and 2" Power
Park Resolution; Fla. GOs for
original Power Park
Resolution

Government Agency Money
Market Mutual Funds

Up to 10% in any one fund; up
to 25% in aggregate

AAA or Aaa rating required.
Registered with SEC.

Intergovernmental Investment
Pool

Up to 5%

Authorized by Florida statutes
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1.0

2.0

3.0

JEA
TREASURY SERVICES
INVESTMENT POLICY
AS OF BECGEMBER20AUGUST 16, 2011 2016

SCOPE

The statement of investment policy and guidelines applies to funds under control of JEA
in excess of those required to meet short-term expenses.

This investment policy applies to financial assets including funds related to the issuance
of debt by JEA, including the Electric System, the Water and Sewer System, St. Johns
River Power Park (SJRPP), the Bulk Power Supply System, the District Energy System
(DES), and any other entity created and approved by JEA’s Board. Furthermore, this
investment policy applies to customer deposit monies held by JEA. This policy shall not
apply to investments of the SJRPP Employees’ Retirement Plan or investments of the
Other Post-Employment Benefits (OPEB) Trust, which are covered by separate
investment policies or authorizing resolutions.

INVESTMENT OBJECTIVES

JEA’s investment portfolio shall be managed with the primary objective of safety of
capital. The investment strategy will provide sufficient liquidity to meet anticipated cash
flow requirements.

JEA will strive to obtain the highest possible yields consistent with safety of capital,
liquidity of the portfolio and prudent investment principles.

Investments are made with the intention of holding the securities to maturity. However,
investments may be sold from time to time to meet cash flow requirements, for the
purpose of restructuring the average duration of the portfolio and taking advantage of
market opportunities to record capital gains.

PERFORMANCE MEASUREMENT

JEA seeks to optimize the return on investment within the constraints of safety and
liquidity. The investment portfolio shall be designed to attain a market yield consistent
with the investment risk, maturity and liquidity constraints as discussed in this policy. A
benchmark index will be used to evaluate the performance of the portfolio and the index
will be periodically reviewed by the Chief Financial Officer to determine its
appropriateness and to recommend changes as needed.
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PRUDENCE AND ETHICAL STANDARDS

The standard of prudence to be applied by JEA shall be the “Prudent Person” rule, which
states: “Investments shall be made with judgment and care under circumstances then
prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income _to be derived_from the
investment.” The “Prudent Person” rule shall be applied in the context of managing the
overall portfolio.

Employees of JEA involved in the investment process shall not transact personal business
activity that could or could appear to conflict with State Statutes, City Ordinances, JEA
Management Directives, proper execution of the investment program or which could
impair their ability to make impartial investment decisions.

AUTHORIZED INVESTMENTS

Refer to Exhibits | through VI for a complete listing of the “Authorized Investments”.
Exhibit I includes the Authorized Investments for the Electric System and Exhibit V1 lists
the Authorized Investments for DES. The bond resolutions for the Electric System and
for DES allow any investment that is permitted by Florida law. Further, the Florida
statutes provide that authorized investments include those that have been authorized by a
resolution of the entity, e.g. a Board resolution. Thus, the JEA Board can amend the list
of Authorized Investments for the Electric System and for DES. The Authorized
Investments for the other JEA systems or entities are specifically listed in their respective
bond resolutions and thus can only be changed by a change in the resolution.

Money market funds are specifically included in the list of Authorized Investments for
the Electric System and DES. However, the term “money market funds” is not
specifically noted in the list of Authorized Investments for the SJRPP Second Bond
Resolution, the Bulk Power Supply System or the Water and Sewer System. The listings
for those systems include as Authorized Investments the shares of an investment
company organized under the Investment Company Act of 1940, as amended. Money
market funds which are organized and registered under the Investment Company Act of
1940, as amended, fall under this definition and are thus included as eligible investments.

In the case of the SJIRPP First Bond Resolution, the list of Investment Securities includes
investments in direct obligations of or obligations guaranteed by the United States of
America. Section 660.415 of the Florida Statutes states that in the absence of an express
provision to the contrary, when a governing instrument (e.g. a bond resolution) permits
investments in United States Government obligations, trust companies, trust departments,
trustees and fiduciaries may invest in shares of an investment company registered under
the Investment Company Act of 1940 if the portfolio of such investment company is
limited to United States Government obligations and repurchase agreements fully
collateralized by United States Government obligations. Thus the funds held by the
SJRPP Trustee in the Debt Service Account and the Debt Service Reserve Account in the
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Debt Service Fund may be invested in money market mutual funds which invest solely in
United States Government obligations or repurchase agreements fully collateralized by
United States Government obligations.

For all JEA systems, only money market funds that are rated AAA by Standard and
Poor’s or Aaa by Moody’s Investors Service are permitted.

JEA does not speculate on the future movement of interest rates and is not permitted to
utilize reverse repurchase agreements or other forms of debt leverage in the management
of its investment portfolio. Floating rate notes, inflation-indexed notes, and other
adjustable rate securities are permitted types of securities. Inverse floaters, however, are
prohibited.

JEA is permitted to use interest rate swap agreements for asset/liability management. For
its assets, JEA utilizes interest rate swaps in a 100% asset matched strategy with JEA’s
revolving fund balances. JEA is also permitted to engage in the practice of securities
lending, whereby a fee is paid to JEA in exchange for lending securities that are fully
collateralized by securities listed as “Authorized Investments”. JEA’s investment
professionals have developed sufficient understanding of the investment vehicles listed
above and have the expertise to manage them.

MATURITY AND LIQUIDITY REQUIREMENTS

The investment portfolio shall be structured in such manner as to provide sufficient
liquidity to pay obligations as they come due. To the extent possible, investment
maturities will be matched with known cash needs and anticipated cash flow
requirements.

Additionally, maturity limitations for funds related to the issuance of debt are outlined in
the Bond Resolution relating to those bond issues.

PORTFOLIO COMPOSITION

The investment portfolio may be structured to have limits on certain types of securities,
issuers, and maturities. Refer to Table 1 for specific limitations.

Investments in commercial paper, certificates of deposit or bankers acceptances shall
have the following restrictions: Nine months maximum maturity, $12,500,000 limit per
issuer, and limited to 25% of the entire portfolio (including money market and repurchase
agreements). Exceeding the 25% limit is permitted when including investments for the
debt service sinking funds and escrows relating to the economic defeasance of debt. In
addition, commercial paper must be rated in the highest whole rating category (i.e. A-1
by Standard and Poor’s, P-1 by Moody’s Investors Service or F1 by Fitch) by at least 2
nationally recognized rating agencies and be issued by a Fortune 500 company, era
Fortune Global 500 company with significant operations in the U.S., {e-g—Nestle,—Royal
Duteh-Shel—ete) or the governments of Canada or Canadian provinces (in U.S. dollar-
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denominated securities). The ratings outlook for the commercial paper must be positive
or stable at the time of the investment.

RISK AND DIVERSIFICATION

Assets held shall be diversified to control the risk of loss resulting from over
concentration of assets in a specific maturity, issuer, instrument, dealer, or bank through
which these instruments are bought and sold. Diversification strategies shall be reviewed
and revised periodically as necessary by the appropriate management staff. A diversity
of treasury and agency issues shall be maintained to avoid a concentration in any one
issue or maturity. Refer to Table 1 for detailed investment limitations. Such limitations
will be periodically reviewed by the Chief Financial Officer to determine their
appropriateness and to recommend changes as needed.

AUTHORIZED INVESTMENT INSTITUTIONS AND DEALERS

JEA shall only execute US Treasury and Agency investment transactions and repurchase
agreements with primary securities dealers as designated by the Federal Reserve Bank of
New York and commercial banks within JEA’s geographical service area who are
member banks of the Federal Reserve System and have capital stock, surplus and
undivided earnings aggregating at least $25,000,000 and have a rating on short-term bank
deposits of at least P-1 by Moody’s Investors Service. Commercial paper transactions,
CD’s and BA’s can be executed with primary securities dealers and firms considered to
be “Direct Issuers”. Municipal securities transactions can be executed with primary
securities dealers or municipal securities firms having a significant presence in Florida or
firms owning a specific JEA bond issue and only on a delivery versus payment basis.
Investment Agreements can be purchased directly from the issuing insurance company or
financial institution. Money market mutual funds can be purchased from commercial
banks meeting the requirements discussed above, from primary dealers, through JEA
Trustees as discussed in Section 5.0, or directly from the money market mutual fund. All
other investments can only be purchased from primary dealers.

THIRD-PARTY CUSTODIAL AGREEMENTS

All securities purchased by, and all collateral obtained by, JEA under this section shall be
properly designated as an asset of JEA and held in safekeeping by a third party custodial
bank or other third party custodial institution, except as noted below.

All securities purchased and sold by JEA under this section shall be executed using the
“delivery versus payment procedure.”  Collateral requirements for Repurchase
Agreements and Securities Lending Agreements will be contained in the Master
Repurchase Agreement/Custodial Undertaking and Securities Lending Agreement,
respectively, executed between JEA and the broker/dealer or bank.

The safekeeping institution shall issue a safekeeping receipt to JEA listing the specific
instrument, par value, rate, maturity and any other pertinent information. In the case of
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securities purchased or sold, the “confirmation” received from the dealer or safekeeping
institution should be attached to the internally generated trade ticket. In the case of
repurchase agreements, collateral safekeeping receipts should be compared on a daily
basis to ensure compliance with collateral requirements and investment limitations.

No withdrawal of securities, in whole or in part, shall be made from safekeeping, except
by an authorized staff member of JEA.

An exception to third party custody of assets would be the safekeeping of collateral for
repurchase agreements entered into between JEA and its primary bank for the purpose of
conducting day to day cash management functions. Collateral will be held by that bank
but not in JEA’s name. The bank will issue a safekeeping receipt indicating the collateral
pledged to JEA.

MASTER REPURCHASE AGREEMENT

JEA shall require all institutions and dealers transacting repurchase agreements to
execute and perform as stated in the Master Repurchase Agreement that is signed by both
parties. All repurchase agreement transactions shall adhere to the requirements of the
Master Repurchase Agreement.

Repurchase Agreements can only be entered into with authorized investment institutions
and dealers as defined in Section 9.0 of this policy. In addition, all repurchase
agreements must adhere to the provisions as defined in Section 5.0 of this policy relating
to authorized investments and Section 10.0 of this policy regarding third-party custodial
agreements. Collateral requirements must adhere to those outlined in the appropriate
bond resolution. Tri Party Repurchase Agreements are preferred to “conventional”
(delivery of collateral versus wire transfer of the amount invested) Repurchase
Agreements due to significant cost savings derived from safekeeping the collateral at the
same custodian utilized by the dealer. Due to the costs associated with transferring
Repurchase Agreements on a daily basis, the interest rate paid to JEA will be compared
on a daily basis to the market (using Bloomberg or a similar source) and when
appropriate, the Repurchase Agreement will be re-executed with a different institution
based on the rate comparison.

BID REQUIREMENT
Staff shall determine the approximate maturity date based on cash flow needs and market
conditions, analyze and select one or more optimal types of investment, and

competitively bid the security in question when feasible and appropriate.

Competitive bids or offerings shall be obtained from at least three dealers on all sales or
purchases except in situations where:

a. the security involved is a “new issue” and/or can be purchased “at the auction”;
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b. the security involved has a fixed, “posted scale” rate;

C. the security involved is available through direct issue, private placement (e.g.,
General Electric Commercial Paper, Chevron Commercial Paper, , etc.);

d. the security involved is of particular special interest to JEA (e.g. Florida General
Obligation bonds or other municipal bonds) and dealer competition could have an
adverse impact with respect to the price and/or availability of the security to JEA;

e. a dealer or institution brings to JEA an unsolicited swap proposal deemed
advantageous to JEA.

Although direct investments in equity securities are not authorized investments, such
securities are received by JEA from time to time as payment for customer liabilities in
lieu of the receipt of cash. Competitive bids are not required on the sale of such securities
in order that the sale may take place in an expeditious manner.

The requirement for competitive bids does not apply to JEA purchases of JEA bonds in
the secondary market, or to investments in money market mutual funds, e+the State of
Florida Local Government Surplus Funds Trust Fund (the “State Pool”),_or
intergovernmental investment pools. Money market funds shall be rated AAA by
Standard and Poor’s or Aaa by Moody’s Investors Service and will be selected on the
basis of a fund’s yield, ranking versus peers, expenses, portfolio composition, assets
under management, etc. Investments in money market mutual funds or in the State Pool
or an intergovernmental pool will be reviewed on a periodic basis for appropriateness.

INTERNAL CONTROLS

The Chief Financial Officer and/or the Birector—ofTreasury—ServicesTreasurer will

maintain a system of internal controls, which will be documented in writing and made
part of operational procedures in Treasury Services. The internal controls will be
reviewed by independent auditors as part of any financial audit periodically required of
JEA.

The internal controls should be designed to prevent losses of funds which might arise
from fraud, employee error, misrepresentation by third parties, or imprudent actions by
employees of JEA.

REPORTING

Treasury Services shall generate monthly reports for management purposes. The reports
shall include securities in the portfolio by class or type, book value, and yield earned
during the period. Market values are reported quarterly in JEA’s financial statements.
Treasury Services shall provide other such reports and information as deemed reasonable,
upon request, from other internal and external sources.
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CONTINUING EDUCATION

JEA staff responsible for making investment decisions must annually complete 8 hours of
continuing education in subjects of study related to investment practices and products.
This requirement can be met through a variety of methods including, but not limited to,
seminars, conferences, college courses, and CPA continuing education.

AUDITS

Certified public accountants conducting audits of JEA pursuant to section 218.39, Florida
Statutes, shall report, as part of the audit, whether or not JEA has complied with this
section 218.415, Florida Statutes.

SALE OF SECURITIES

When the invested funds are needed in whole or in part for the purposes originally
intended or for more optimal investments, JEA may sell such investments at the “market”
and place the proceeds in the proper account or fund.

AUTHORIZATIONS

JEA investment accounts may be opened or continued at registered broker/dealers or
banks. The Managing Director and Chief Executive Officer (CEO), or his designee, is
authorized to open such accounts and to 1) purchase and sell authorized investments and
to 2) sell securities received as payment for customer liabilities in lieu of the receipt of
cash. A detailed listing of individuals in authorized positions and their specific authorities
and signatures will be maintained in an “Authorization for the Opening and Continuing
of Certain Investment Accounts and Signatories Therefor.”

PRIORITY OF DOCUMENTS

This JEA Investment Policy shall be the governing document when conflicting or
otherwise inconsistent with the JEA Purehasing Procurement Code.

INVESTMENT POLICY APPROVAL

The authority to approve, modify, or amend this Investment Policy rests with the JEA
Finance and Audit Committee and the JEA Board. The JEA Chief Financial Officer or
Treasurer may submit recommendations for changes to the Investment Policy as deemed

necessary.




EXHIBIT 1
JEA ELECTRIC SYSTEM AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(iii)

(iv)

v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poor’s
and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of long-term indebtedness issued or guaranteed by
an agency or corporation which has been or may hereafter be created pursuant to an Act
of Congress as an agency or instrumentality of the United States of America;

discount notes or other short-term debt issued or guaranteed by an agency or corporation
which has been or may hereafter be created pursuant to an Act of Congress as an agency
or instrumentality of the United States of America which at the time of their purchase are
rated in the highest rating category by two nationally recognized rating agencies;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;



(vii)

(viii)

(ix)

(x)

(xi)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA,;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit or said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provided
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating (giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1" by Standard & Poor's Rating Group or their respective successors or if
not so rated by both such rating agencies, then rated “P-1" by Moody’s Investors Service
or “A-1” by Standard & Poor’s Ratings Group or “F-1" by Fitch Investors Service and
rated with the highest possible rating (giving effect to any refinement or graduation of



(xii)

(xiii)

(xiv)

ratings with a numerical or symbolic modifier or otherwise) by one other nationally
recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, including money market mutual funds, which invests its assets exclusively
in obligations of the type described in the other clauses of this definition which shares
shall be rated AAA if rated by Standard & Poor’s Rating Group and or Aaa if rated by
Moody’s Investors Service; and

interests—in the State of Florida Local Government Surplus Funds Trust Fund or any
intergovernmental investment pool authorized pursuant to the Florida Interlocal
Copperation Act of 1969, as pr_ovided in s. 163.01.e_ther—simi4ar—eemmen—trust—f£md—fe¥




EXHIBIT 11
SJRPP AUTHORIZED INVESTMENTS — FIRST BOND RESOLUTION

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)
(i)

(iii)

(iv)

(v)

(vi)

(vii)

direct obligations of or obligations guaranteed by the United States of America;

obligations issued by any of the following agencies or their successors: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan Banks; Federal
Land Banks; Export-Import Bank of the United States; Tennessee Valley Authority;
Government National Mortgage Association; Federal Farm Credit Banks; Farmers Home
Administration; Federal National Mortgage Association; a Federal agency to the extent
that such obligations are backed by the full faith and credit of the United States of
America (other than as provided in clause (i) hereof);

public housing bonds issued by public housing authorities and fully secured as to the
payment of both principal and interest by a pledge or annual contribution under an annual
contributions contract or contracts with the United States of America; or project notes
issued by public agencies or municipalities, in each case, fully secured as to the payment
of both principal and interest by a requisition or payment agreement with the United
States of America;

direct and general obligations of or obligations guaranteed by the State of Florida, to the
payment of the principal of and interest on which the full faith and credit of the State is
pledged,;

deposits in interest bearing time deposits or certificates of deposit fully secured by
obligations described in clause (i) through (iv) hereof to the extent not insured by the
Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance
Corporation;

debt obligations having a maximum maturity of one year of any corporation or bank
which are rated by Moody's Investors Service, Inc. and Standard & Poor's Corporation or
their successors in the highest rating category used by one such rating agency and in one
of the two highest rating categories used by the other rating agency for comparable types
of debt obligations; and

investment agreements with any government bond dealer reporting to the Federal
Reserve Bank of New York, or any Member bank of the Federal Reserve System having
capital stock, surplus and undivided earnings aggregating at least $25,000,000 which
agreements are secured by obligations described in sub-paragraphs (i) through (vi) of this
paragraph having a market value of at least 103 percent of the amount of such agreement.



EXHIBIT 111
SJRPP AUTHORIZED INVESTMENTS — SECOND BOND RESOLUTION

“Authorized Investments” shall mean and include each of the following securities, obligations
and investments if and to the extent that at the time the same shall be legal for investment of
JEA’s funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the federal agencies set forth in clause (ii) below to the extent
unconditionally guaranteed by the United States of America;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by any
agency or corporation which has been or may hereafter be created pursuant to an Act of
Congress as an agency or instrumentality of the United States of America which at the
time of their purchase hereunder are rated “AAA” by Standard & Poor’s and “Aaa” by
Moody’s Investors Service, if rated by both rating agencies, and, if rated by one such
rating agency, shall have a rating of “AAA” or “Aaa” by Standard & Poor’s or Moody’s
Investors Service, as the case may be;

obligations of any state of the United States of America or any political subdivision
thereof or any agency or instrumentality of any state or political subdivision, provided
that at the time of their purchase hereunder such obligations are rated in either of the two
highest whole rating categories by two nationally recognized rating agencies;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State is pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clauses (i) and (ii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination of federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker’s acceptances
issued by any bank, trust company or national banking association, in each case, having a
combined capital, surplus and undivided profits of not less than $100,000,000; provided,
that at the time of their purchase hereunder such instruments are (a) rated not lower than
the second highest whole rating category by two nationally recognized rating agencies,
(b) issued by a bank, trust company or nationally recognized association (1) which bank,
trust company or national banking association’s deposit obligations have been issued the
highest possible rating (giving effect to any refinement or graduation of ratings by a
numerical or symbolic modifier or otherwise) by (X) Moody’s Investors Service or



(vii)

(viii)

(ix)

(x)

(xi)

Standard & Poor’s or (Y) two nationally recognized rating agencies or (2) which bank,
trust company or national banking association has issued and outstanding senior
unsecured indebtedness rated not lower than the second highest whole rating category by
two nationally recognized rating agencies; provided that, if after the purchase of any such
certificates of deposit, the ratings thereon or with respect to the issuer thereof, as the case
may be, shall fall below the requirements set forth in clause (a) or (b) hereof, JEA shall
sell such certificates of deposit, or (c) fully insured by the Federal Deposit Insurance
Corporation or secured, to the extent not insured by the Federal Deposit Insurance
Corporation, by such securities as are described in clause (i) of this definition which
securities shall at all times have a market value at least equal to the principal amount of
such certificates of deposit or banker’s acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody’s Investors
Service and “A-1” by Standard & Poor’s, or if not so rated by both such rating agencies,
then rated “P-1" by Moody’s Investors Service or “A-1" by Standard & Poor’s or “F-1”
by Fitch Ratings and rated with the highest possible rating (giving effect to any
refinement or graduation of ratings with a numerical or symbolic modifier or otherwise)
by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve bank of New York, which agreement relates to the sale and
repurchase of any one or more of the securities described in clauses (i) and (ii) above and
which, in the judgment of JEA, conforms as to terms and conditions with then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended (or successor provision of law), which invests in assets exclusively in
obligations of the type described in the other clauses of this definition which shares shall
be rated “AA” or above if rated by Standard & Poor’s and “Aa2” or above if rated by
Moody’s Investors Service;

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian; and

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment of such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued or entered into by (i) an insurance company whose
claims paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized



rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of

recoupment, counterclaim or set off.



EXHIBIT IV
RESTATED AND AMENDED BULK POWER SUPPLY SYSTEM
AUTHORIZED INVESTMENTS

"Authorized Investments™ shall mean and include each of the following securities, obligations
and investments if and to the extent that at the time the same shall be legal for investment of
JEA's funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the federal agencies set forth in clause (ii) below to the extent
unconditionally guaranteed by the United States of America;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by any
agency or corporation which has been or may hereafter be created pursuant to an Act of
Congress as an agency or instrumentality of the United States of America which at the
time of their purchase hereunder are rated “AAA” by Standard & Poor’s and “Aaa” by
Moody’s Investors Service, if rated by both rating agencies, and, if rated by one such
rating agency, shall have a rating of “AAA” or “Aaa” by Standard & Poor’s or Moody’s
Investors Service, as the case may be;

obligations of any state of the United States of America or any political subdivision
thereof or any agency or instrumentality of any state or political subdivision, provided
that at the time of their purchase hereunder such obligations are rated in either of the two
highest whole rating categories by two nationally recognized rating agencies;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State is pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clauses (i) and (ii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination of federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker’s acceptances
issued by any bank, trust company or national banking association, in each case, having a
combined capital, surplus and undivided profits of not less than $100,000,000; provided,
that at the time of their purchase hereunder such instruments are (a) rated not lower than
the second highest whole rating category by two nationally recognized rating agencies,



(vii)

(viii)

(ix)

(x)

(xi)

(b) issued by a bank, trust company or nationally recognized association (1) which bank,
trust company or national banking association’s deposit obligations have been issued the
highest possible rating (giving effect to any refinement or graduation of ratings by a
numerical or symbolic modifier or otherwise) by (X) Moody’s Investors Service or
Standard & Poor’s or (Y) two nationally recognized rating agencies or (2) which bank,
trust company or national banking association has issued and outstanding senior
unsecured indebtedness rated not lower than the second highest whole rating category by
two nationally recognized rating agencies; provided that, if after the purchase of any such
certificates of deposit, the ratings thereon or with respect to the issuer thereof, as the case
may be, shall fall below the requirements set forth in clause (a) or (b) hereof, JEA shall
sell such certificates of deposit, or (c) fully insured by the Federal Deposit Insurance
Corporation or secured, to the extent not insured by the Federal Deposit Insurance
Corporation, by such securities as are described in clause (i) of this definition which
securities shall at all times have a market value at least equal to the principal amount of
such certificates of deposit or banker’s acceptances;

commercial paper that, at the date of investment, is rated “P-1” by Moody’s Investors
Service and “A-1” by Standard & Poor’s, or if not so rated by both such rating agencies,
then rated “P-1” by Moody’s Investors Service or “A-1" by Standard & Poor’s or “F-1”
by Fitch Ratings and rated with the highest possible rating (giving effect to any
refinement or graduation of ratings with a numerical or symbolic modifier or otherwise)
by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve bank of New York, which agreement relates to the sale and
repurchase of any one or more of the securities described in clauses (i) and (ii) above and
which, in the judgment of JEA, conforms as to terms and conditions with then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended (or successor provision of law), which invests in assets exclusively in
obligations of the type described in the other clauses of this definition which shares shall
be rated “AA” or above if rated by Standard & Poor’s and “Aa” or above if rated by
Moody’s Investors Service;

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian; and

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment of such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued or entered into by (i) an insurance company whose
claims paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating



agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Any such agreement or contract may provide that,
with the approval of JEA, the insurance company or other financial institution may have
the right to assign its obligations under any such agreement or contract to any other
insurance company or other financial institution.



EXHIBIT V
JEA WATER AND SEWER AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(i)

(iv)

(V)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poors
Ratings Group and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of indebtedness issued or guaranteed by an agency
or corporation which has been or may hereafter be created pursuant to an Act of Congress
as an agency or instrumentality of the United States of America which at the time of their
purchase hereunder are rated AAA and Aaa by Standard and Poor’s and Moody’s
Investors Service, respectively, or if only rated by one, then shall have a rating of AAA
or Aaa, as the case may be;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;



(vi)

(vii)

(viii)

(ix)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provide
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating(giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;



(x)

(xi)

(xii)

(xiii)

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1" by Standard & Poor's Rating Group or their respective successors or if
not so rated by both such rating agencies, then rated “P-1" by Moody’s Investors Service
or “A-1” by Standard & Poor’s Ratings Group or “F-1" by Fitch Investors Service and
rated with the highest possible rating (giving effect to any refinement or graduation of
ratings with a numerical or symbolic modifier or otherwise) by one other nationally
recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, which invests its assets exclusively in obligations of the type described in
the other clauses of this definition which shares shall be rated AA or above if rated by
Standard & Poor’s Rating Group and Aa2 or above if rated by Moody’s Investors
Service; and

interests in the State of Florida Local Government Surplus Funds Trust Fund or other
similar common trust fund for which such state, or a constitutional or statutory officer or
agency thereof, shall be the custodian.



EXHIBIT VI
JEA DISTRICT ENERGY SYSTEM AUTHORIZED INVESTMENTS

"Authorized Investments” shall mean and include any of the following securities, if and to the
extent the same are at the time legal for investment of JEA's funds:

(i)

(i)

(iii)

(iv)

(v)

(vi)

any bonds or other obligations which constitute direct obligations of, or as to principal
and interest are unconditionally guaranteed by, the United States of America, including
obligations of any of the Federal agencies set forth in clause (iii) below to the extent
unconditionally guaranteed by the United States of America;

any bonds or other obligations of any state of the United States of America or of any
agency, instrumentality or local governmental unit of any such state (a) which are not
callable prior to maturity, or which have been duly called for redemption by the obligor
on a date or dates specified and as to which irrevocable instructions have been given to a
trustee in respect of such bonds or other obligations by the obligor to give due notice of
such redemption on such date or dates, which date or dates shall be also specified in such
instructions, (b) which are secured as to principal and interest and redemption premium,
if any, by a fund consisting only of cash or bonds or other obligations of the character
described in clause (i) above which fund may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the maturity date or dates thereof or the redemption date or dates specified
in the irrevocable instructions referred to in subclause (a) of this clause (ii), as
appropriate, (c) as to which the principal of and interest on the bonds and obligations of
the character described in clause (i) above on deposit in such fund along with any cash on
deposit in such fund are sufficient to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this clause (ii) on the
maturity date or dates thereof or on the redemption date or dates specified in the
irrevocable instructions referred to in subclause (a) of this clause (ii), as appropriate and
(d) which at the time of their purchase hereunder are rated AAA by Standard & Poor’s
Ratings Group and if rated by Moody’s Investors Service, are rated Aaa by such agency;

bonds, debentures, or other evidences of long-term indebtedness issued or guaranteed by
an agency or corporation which has been or may hereafter be created pursuant to an Act
of Congress as an agency or instrumentality of the United States of America;

discount notes or other short-term debt issued or guaranteed by an agency or corporation
which has been or may hereafter be created pursuant to an Act of Congress as an agency
or instrumentality of the United States of America which at the time of their purchase are
rated in the highest rating category by two nationally recognized rating agencies;

New Housing Authority Bonds issued by public agencies or municipalities and fully
secured as to the payment of both principal and interest by a pledge of annual
contributions under an annual contributions contract or contracts with the United States
of America, or project notes issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a requisition or payment agreement
with the United States of America;

obligations of any state of the United States of America or any political subdivision
thereof or an agency or instrumentality of any state or political subdivision, provided at
the time of their purchase hereunder such obligations are rated in either of the two highest
rating categories by two nationally recognized rating agencies;



(vii)

(viii)

(ix)

(x)

any agreements or contracts with insurance companies or other financial institutions,
which agreements or contracts (a) shall be rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, or (b) are issued and entered into by (i) an insurance company whose
claim paying ability shall be rated at the date of investment in such agreements or
contracts in the highest whole rating category by two nationally recognized rating
agencies or (ii) an insurance company or other financial institution that has issued and
outstanding senior unsecured indebtedness rated at the date of investment in such
agreements or contracts in the highest whole rating category by two nationally recognized
rating agencies, and whereby under each such agreement or contract the insurance
company or other financial institution shall be absolutely and unconditionally obligated
to repay the moneys invested by JEA and interest thereon, without any right of
recoupment, counterclaim or set off. Right of assignment is permitted, if approved by
JEA;

direct and general obligations of the State of Florida for the payment of the principal of
and interest on which the full faith and credit of said State are pledged, or any bonds or
other obligations which as to principal and interest are unconditionally guaranteed by the
State of Florida;

certificates that evidence ownership of the right to payments of principal and/or interest
on obligations described in clause (i) and (iii) of this definition, provided that such
obligations shall be held in trust by a bank or trust company or a national banking
association authorized to exercise corporate trust powers and subject to supervision or
examination by federal, state, territorial or District of Columbia authority and having a
combined capital, surplus and undivided profits of not less than $50,000,000;

certificates of deposit, whether negotiable or non-negotiable, and banker's acceptances
issued by any bank, trust company or national banking association, in each case, having
a combined capital, surplus and undivided profits of not less than $100,000,000, provide
at the time of their purchase hereunder such instruments are (a) rated not lower than the
second highest rating category by two nationally recognized rating agencies, (b) issued
by a bank, trust company or national banking association (1) which bank, trust company
or national banking association’s deposit obligations have been issued the highest
possible rating(giving effect to any refinement or graduation of ratings by a numerical
modifier or otherwise) by (x) Moody’s Investors Service or (y) two nationally recognized
rating agencies or (2) which bank, trust company or national banking association has
issued and outstanding senior unsecured indebtedness rated not lower than the second
highest whole rating category by two nationally recognized rating agencies; provided
that, if after the purchase of any such certificates of deposit, the ratings thereon or with
respect to the issuer thereof, as the case may be, shall fall below the requirement set forth
in clause (a) or (b) hereof, JEA shall sell such certificates of deposit, or (c) fully insured
by the FDIC or secured, to the extent not insured by the FDIC, by such securities as
described in clause (i) of this definition which securities shall at all times have a market
value at least equal to the principal amount of such certificates of deposit or banker’s
acceptances;



(xi)

(xii)

(xiii)

(xiv)

commercial paper that, at the date of investment, is rated “P-1” by Moody's Investors
Service and “A-1” by Standard & Poor's or their respective successors or if not so rated
by both such rating agencies, then rated “P-1” by Moody’s Investors Service or “A-1" by
Standard & Poor’s or “F-1" by Fitch Investors Service and rated with the highest possible
rating (giving effect to any refinement or graduation of ratings with a numerical or
symbolic modifier or otherwise) by one other nationally recognized rating agency;

any repurchase agreement with any bank or trust company organized under the laws of
any state of the United States of America or any national banking association or
government bond dealer reporting to, trading with, and recognized as a primary dealer by
the Federal Reserve Bank of New York, which agreement relates to the sale and
repurchase of any of the securities described in clauses (i) and (iii) above and which, in
the judgement of JEA, conforms as to terms and conditions with the then prevailing
prudent standards in the financial markets;

shares of an investment company organized under the Investment Company Act of 1940,
as amended, including money market mutual funds, which invests its assets exclusively
in obligations of the type described in the other clauses of this definition which shares
shall be rated AAA if rated by Standard & Poor’s and Aaa if rated by Moody’s Investors
Service; and

interests—in the State of Florida Local Government Surplus Funds Trust Fund or any
intergovernmental investment pool authorized pursuant to the Florida Interlocal
Copperation Act of 1969, as pr_ovided in s. 163.01.9_%her—simi4ar—eemmen—trust—femd—fe¥
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Table 4A: Financial Natural Gas Positions as of 7/1/2016

8/8/2016

Physical Hedged Percent Unhedged Forecast at Mark-to-Market
Month Volume Volume Hedged Cost Hedge Type | Hedge Price | Time of Hedge Value Volume - mmBtu
Aug-16 3,847,000 600,000 15.6% 2.99 Collar $2.80/ $4.00 3.86 $41,580 Cost - $/mthu
Sep-16 4,016,600 600,000 14.9% 2.98 Collar $2.80/ $4.00 3.84 $73,020
FY16 Total| 7,863,600 1,200,000 15.3% 2.98 3.85 $114,600
Oct-16 3,803,600 600,000 15.8% 3.01 Collar 2.93 / $4.50 3.87 $123,960
Nov-16 3,209,600 600,000 18.7% 3.14 Collar 2.93 / $4.50 3.98 98,130
Dec-16 3,365,100 600,000 17.8% 3.37 Collar 2.93 / $4.50 4.20 43,320
Jan-17 3,298,300 600,000 18.2% 3.49 Collar 2.93 / $4.50 4.39 10,770
Feb-17 2,807,400 600,000 21.4% 3.48 Collar 2.93 / $4.50 4.38 $7,920
Mar-17 2,779,400 600,000 21.6% 3.42 Collar 2.93 / $4.50 4.32 $23,400
Apr-17 1,984,600 600,000 30.2% 3.11 Collar 2.93 / $4.50 4.11 120,060
May-17 2,508,600 600,000 23.9% 3.07 Collar 2.93 / $4.50 4.11 $132,180
Jun-17 2,733,700 600,000 21.9% 3.10 Collar 2.93 / $4.50 4.15 126,570
Jul-17 3,076,900 600,000 19.5% 3.12 Collar 2.93 / $4.50 4.19 120,780
Aug-17 3,056,900 600,000 19.6% 3.13 Collar 2.93 / $4.50 4.20 $121,530
Sep-17 2,624,200 600,000 22.9% 3.11 Collar 2.93 / $4.50 4.19 130,290
FY17 Total| 35,248,300 7,200,000 20.4% 3.21 4.17 $1,058,910
Oct-17 2,841,200 - 0.0% 3.14 N/A N/A 4.22 -
Nov-17 3,396,900 - 0.0% 3.18 N/A N/A 4.32 -
Dec-17 2,742,700 - 0.0% 3.32 N/A N/A 4.52 -
Jan-18 2,703,100 - 0.0% 3.42 N/A N/A 4.70 -
Feb-18 2,398,800 - 0.0% 3.38 N/A N/A 4.68 -
Mar-18 2,890,000 - 0.0% 3.31 N/A N/A 4.61 -
Apr-18 1,997,200 - 0.0% 2.90 N/A N/A 4.33 -
May-18 2,546,400 - 0.0% 2.86 N/A N/A 4.33 -
Jun-18 2,749,600 - 0.0% 2.89 N/A N/A 4.37 -
Jul-18 3,190,400 - 0.0% 2.92 N/A N/A 4.41 -
Aug-18 3,104,100 - 0.0% 2.93 N/A N/A 4.42 -
Sep-18 2,525,200 - 0.0% 2.91 N/A N/A 4.42 -
FY18 Total[ 33,085,600 = 0.0% 3.10 4.44 -
Table 4B: Counterparty Exposure
Supplier/ Hedged ‘ Mark-to-Market
Counterparty | Fuel Type Contract Type Volume Value
Wells Fargo Bank, N.A.
FY16 Natural Gas Puts and Calls 1,200,000 $114,600
FY17 Natural Gas Puts and Calls 7,200,000 $1,058,910
FY18 Natural Gas Puts and Calls - -
Royal Bank of Canada
FY16 Natural Gas Swaps, Puts, Calls . .
FY17 Natural Gas Swaps, Puts, Calls . .
FY18 Natural Gas Swaps, Puts, Calls . .
Figure 5: Natural Gas Positions FY2016-FY2018
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