














¢ Reduced debt by over $2 billion and secured AAA and AA bond ratings.

¢ Invested S$1 billion in infrastructure without assuming debt.

e Locked in the highest JEA annual contribution to the city in history: $116 million.

¢ Maintained fair and reasonable rates that are below the state median and industry competitive.

¢ Closed the coal-fired St. Johns River Power Plant early, saving JEA customers $400 million,
securing $150 million payment from plant partner FP&L, and making a significant environmental
contribution to reducing CO2 emissions 45 percent by 2023.

e Refinanced $800 million in bonds in a record of three weeks to save customers $50 million.

e Initiated a JEA funded $50 million project to change 100 percent of the city’s 100,000
streetlights to LED bulbs, cutting power use in half and reducing the city’s electric cost.

¢ Moved toward having a business and employee population that reflects the community.

In a Guest Column that appeared in the Florida Times-Union on September 29, 2019, former Mayor Jake
Godbold wrote:

"Before McElroy, most JEA customers weren’t happy with the utility, especially its customer service,
which is a direct influence on other aspects of the business. Out of 121 utilities, the J.D. Power Customer
Service Index said JEA ranked 116. Intent on making customer service the foundation of JEA, McElroy set
what seemed like an impossible goal: go from the fourth quartile to the first quartile in J.D. Power
rankings in three years, a feat no other utility had accomplished.

"Within three years, in 2015 JEA residential and commercial service went from worst to first, vaulting
into the first quartile of customer satisfaction faster than any other organization in the history of J.D.
Power surveys. Afterwards, JEA continued to maintain and improve its first quartile presence in both

residential and commercial service. In 2016, JEA’s commercial service was ranked best in the country.

"When McElroy took over, JEA’s balance sheet was stressed. Instead of raising rates on customers,
McElroy focused on costs because the utility was spending more while earning less. As a result, despite
flattening revenues, rates remained stable and JEA made one-time customer refunds because of the
efficiency of its fuel purchases. In addition, JEA paid off debt early, saving customers S100 million.

"Maybe you think the JEA only makes an annual contribution in lieu of taxes to the city, which under
McElroy reached an all-time high. But there’s more. During McElroy’s leadership, in March of 2018 the
City Council auditor released a report that outlined other substantive contributions JEA had made to the
community. It included:

Spent $53 million to install utility infrastructure at Cecil Commerce Center on the city’s westside to spur
economic development.

e Paid $20 million to purchase 5,000 acres of land for the city’s preservation project.



e Spent $63 million to assist the Jacksonville Port Authority at its terminals.
¢ Matched the city’s $15 million fund to phase out septic tanks.

e Launched a $10 million project to replace 100,000 city street lights with LED bulbs that will
reduce the city’s street lighting costs around 50 percent.

While McElroy led the organization, he would be the first to say success happened because of a strong,
committed team of senior executives and a 2,000 workforce of JEA employees with a proud tradition of
performance excellence.

It all began when McElroy, the utility’s chief financial officer, was interviewed in 2012 for the head job
by the JEA board. During that interview, he set the themes that would determine the direction of the
JEA for the following five years.

Vision: Leverage and preserve our expertise in asset deployment, operational excellence,
environmental stewardship and financial management to lead a cultural transformation, passionately
focused on winning customers’ loyalty, strategically valuing all stakeholder relationships and realizing
the untapped potential of all employees.

Goals: Actively participate in the growth of Jacksonville, adding value and strength to the economic and
moral fabric of our community.

Bring the national JEA story of excellence achievement home to Jacksonville.
Measurement: J.D. Power’s Electric Utility Residential and Commercial Satisfaction Index.

McElroy made it clear to the board where the JEA’s focus would be under this leadership: Market and
Customer Focus; Stakeholder and Regulator Relationships; Human Resources and Organizational
Effectiveness, and Strategic Alignment.

He clearly established the values that would guide JEA’s work: Safety, Service, Growth2, Accountability
and Integrity.

Going forward, JEA's three core strategies, he said, would be: Earn Customer Loyalty, Deliver Business
Excellence and Develop an Unbeatable Team.

And, McElroy promised to accomplish his goals of making JEA a Premier Service Provider, Valued Asset,
and Vital Partner in Advancing the Community

Once selected by the JEA board, McElroy recruited a nationally recognized team of senior executives.
He purposefully targeted individuals that had the power of diversity of thought, ability to execute within
the JEA culture, and the strength to shift and change that culture.

JEA Strategic Plan: Cascade and Execution



In September 2013, McElroy briefed the board of directors on the “JEA Strategic Plan: Cascade and
Execution.”

The plan outlined an intensive and thorough process that required all JEA personnel to participate and
called for each individual to make a Commitment to Action (CTA) on how they intended to help execute
the strategic plan and meet the organization’s goals.

Over a period of three months, McElroy and his senior executives cascaded the plan and encouraged
engagement throughout the organization. A full day session for training, communication and gaining
commitments was spent with JEA’s chiefs and another full day with the utility’s directors. Managers

participated in six hours training, communication and commitment sessions, followed by all frontline
employees who participated in two-hour cascade sessions.

The sessions were repeated quarterly.

Customer Satisfaction-From Worst to First

Prior to 2012, JEA had long relied on its internal focus; utility metrics, score cards, and general utility
performance. The utility’s internal measures of performance matched well against utilities in the region
and across the country.

However, JEA'S external performance—how it dealt with its customers—sat at the bottom of the barrel.
Out of 121 utilities, the J.D. Power Customer Satisfaction Index said JEA was 116. JEA's customer loyalty
was non-existent, and as McElroy has said, “Our customers didn’t think kindly of us.”

Recognizing that as a public utility, customer satisfaction is the significant measure of JEA’s performance
in executing its mission and values, McElroy and the senior leadership team zeroed in on new ways to
think and compete to win customer loyalty. A comprehensive marketing plan was developed, and a
partnership was formed with J.D. Power.

Because of its world-renowned record of performance measurement, J.D. Power gave JEA’s customer
base an independent, highly recognized and respected brand.

J.D. Power independently conducts robust evaluations of JEA's residential and commercial performance
four times a year using 120 questions which are in six key segments: Customer Service, Power Quality
and Reliability, Billing and Payment, Communication, Price, and Corporate Citizenship.

Intent on making customer satisfaction JEA’s foundation, McElroy set what seemed like an impossible
goal: go from the 4th quartile to the 1st quartile in J.D. Power rankings in three years. It was a feat no
other utility in the country had ever achieved.

He wanted more than customer satisfaction. McElroy was after JEA loyalty from its one million electric
and water-sewer customers.

McElroy formed a team of black belts in Six Sigma, experts in statistical analysis and performance, and
JEA purchased J.D. Power’s 120 question survey.



What followed was 60 days of intense analysis to understand each of the measures.

From there, a 120-member team was created from across the utility; linemen, accountants, engineers,
customer service reps, meter readers, line maintainers, technicians, etc.

The 120 were divided into six teams with each team assigned one of the six key J.D. Power segments.
The key question for each team to answer: How are we going to improve?

The result: the six teams came up with 210 recommendations to improve service delivery.

The next job: prioritize the 210 recommendations.

Once the prioritization assignment was completed, McElroy charged the six teams with creating
solutions for each of the 210 recommendations.

The process took almost two years.

Policies and procedures were changed.

Many IT fixes were implemented.

Different ways people could pay their utility bill were devised.

Investments were made to improve metrics in distribution and reliability as well as outage
communication.

From its years of experience, J.D. Power had recommended JEA spend a year focused on only one
segment at a time. Attacking all six segments simultaneously with six teams that totaled 120 individuals
was revolutionary.

McElroy called the 120-member team JEA's “120 culture warriors.”
The results:
The entire JEA organization was engaged and involved.

Within three years, JEA residential and commercial service went from worst to first, vaulting into the 1st
quartile of customer satisfaction in the J.D. Power Customer Service Index, faster than any other
organization in the history of J.D. Power surveys. It's a record that still stands. JEA accomplished the
amazing feat without increasing costs.

That was 2015. In the three years following, JEA maintained and improved its 1st quartile presence in
both residential and commercial service.

In 2016, JEA’s commercial service was ranked best in the country by J.D. Power.



In JEA’s quest to be at the top of the customer satisfaction ladder, the JEA’s 2,000 employees changed
the culture of the entire organization. From electric to water-sewer; from field employees to office
personnel, each employee soon understood his or her responsibility and contribution to maintain J.D.
Power’s customer satisfaction ranking.

Achieving 1st quartile status in customer satisfaction was just the beginning. Now, this high level of
customer service had to be maintained in order to achieve the ultimate goal of customer loyalty.

In the utility’s Customer Care Department, teams were formed to work on customer analytics and
customer behavior. Another team on emerging customer technologies was created to focus on
electrification programs for things like rebates for LED lights, energy efficient appliances, energy
efficient cars and electric cars, solar panels; and programs were developed to encourage and make it
easier for JEA customers to conserve water and electric energy.

Customer communications were enhanced and project outreach programs developed where JEA
customer representatives met in advance with individual neighbors in a community where utility
construction is planned. In the case of large construction projects, the JEA held larger community
meetings.

JEA’s field personnel were trained to be customer friendly when reading, installing or changing out
meters, including providing non-JEA assistance to customers, i.e. helping change an automobile tire.

The organization web site was stabilized and redesigned to become a state of the art front door for
customers who were wanting more and more to deal with JEA digitally and electronically. Two web
sites were consolidated into one so that information accessed via phone was identical to what a
customer could access on a computer. In addition, for the first time JEA instituted total web site backup.

A social media customer communications plan was implemented.

Installation began of second generation smart meters and sophisticated outage communication
processes were developed so now JEA can contact customers when an outage occurs and provide an
estimated restoration time. This eliminates the need for the customer contacting the utility to report an
outage.

Community outreach and engagement became a JEA hallmark. A companywide force of JEA employee
volunteers called JEA Ambassadors was recruited and dispersed throughout Jacksonville to assist with
more than twenty not-for-profit organizations and schools. In addition, the JEA Science Lab was
created.

Internal assistance programs for low-income and elderly customers were developed, including a pay as
you go metering program for those most in need.

At JEA, creating customer loyalty became a movement.

Stressed Balance Sheet to AAA



For 100 years the utility business operated the same way with big central power plants and three
percent growth every year.

But, when McElroy became JEA’s CEO in 2012, that trend was beginning to change.

As more and more people and businesses instituted energy conservation, the solar footprint grew, and
revolutionary energy-saving electric appliances became more and more commonplace, consumers were
using less and less electricity.

Sales were beginning to flatten and growth was stalling. It was a trend nationwide, not just at JEA.

That meant that McElroy and his team had to find ways to maintain stability and reliability in providing
electric service, sustain its increasing level of customer satisfaction, pay down debt and invest in the
future, all without raising electric rates.

It required a robust examination of JEA’s cost structure to make sure the utility could continue to deliver
high-value service in an industry with declining customer consumption.

In addition, JEA’s balance sheet was stressed.

Rate changes were needed to meet debt service requirements.
The utility’s critical credit ratings were being challenged.

And, the capital flexibility needed for the future was in jeopardy.

McElroy knew that improved customer service would not happen by increasing costs because it would
also require an increase in the price of electricity to customers. He and his team refused to raise electric
rates to make up for flattening revenues. Rather, a new mind set was instituted to improve processes
and service delivery in order to lower costs and improve customer satisfaction.

The focus moved from rates to costs.

Instead of the utility charging its customers more because JEA was spending more or earning less,
McElroy changed the metric, the accountability for cost, and the organization.

General managers were established for electric and water. The general manager of electric was charged
with the responsibility for keeping the dollar costs per megawatt hour at the level it was when McElroy
became CEO in 2012. It required serious adjustments in flows and investments and aggressively
addressing costs.

An all-in cost per megawatt hour metric was established. Each department head on the power side
hada cost per unit of output that rolled up to the total cost per megawatt hour. That constitutes the
charge to the customer. Similar metrics were established for the water and sewer systems.

As a result, rates remained stable despite flattening revenues. On numerous occasions, JEA even
provided one-time customer refunds because of the efficiency of its fuel purchases.



From a financial planning perspective, JEA started taking a long-range view, looking out as much as ten
years rather than just ten months. In addition, a premium was placed on valuable decision making.
Both led to a 2017 rate restructuring that allowed the utility to increase its base rate slightly while
lowering fuel rates significantly. As a result, customers received a bill decrease while JEA was able to
pay off debt early, saving its customer base $100 million.

Facing the prospect of federal tax reform in late 2017, the utility’s leadership decided to take advantage
of its ability to advance refund $1 billion in municipal bonds. Facing an impending deadline, the finance
team got into the bond market with the advance refund in three weeks rather than the normal two
months, saving JEA rate payers another $68 million.

Reliable, Environmentally Safe and Cost-Efficient

Reliability is the cornerstone of a successful utility operation. It’s not only important in creating
customer loyalty, it is critical in controlling costs and creating a strong balance sheet.

JEA’s six power plants and 15 generators were proven to be reliable, safe and environmentally
compliant. Every unit was expected to be available throughout the year to optimize fuel costs. As a
result, JEA annual outages were reduced significantly and outage durations were reduced as well..

JEA was the only municipal utility that uses a “Semi 5” measurement—customers experiencing more
than five outages annually—giving the utility the ability to put a laser-focus on “hot spots” and initiate
quick fixes. When the “Semi 5” measure began in 2014, 3.5 percent of JEA customers had more than
five outages a year. In March, 2018, the number was 0.7 percent.

In addition, JEA significantly improved its outage communication with customers. Instead of customers
phoning the utility to report an outage, JEA developed the capability to notify customers when the
power goes out and provides an estimated restoration time. If the restoration time changes, JEA re-
contacts the customer. Contact can be made by phone, email or text according to the customer’s
preference.

JEA’s monthly electric charge consists of a base rate for power generation and delivery plus a fuel rate.
JEA fuel and purchase power costs historically run around $500 million a year, and is paid for out of a
special fuel fund. When the customer pays the monthly bill, part of that payment goes into the fuel
fund. Because of rising and falling fuel costs, at times the fuel fund is higher than needed and
permitsJEA to provide its customers one-time fuel refunds.

In 2015, resulting from strategically accessing the fuels market and strong generating unit operating
performance, JEA was able to reduce its fuel rate to customers.

JEA first began investing in solar power in 2009 with a 12-megawatt plant on Jacksonville’s westside. In
2018 the utility added another 30-megawatts of solar in eight plants around Jacksonville, and next year
JEA has firm plans to begin adding another 250 megawatts of solar, bringing its total to over 300
megawatts to make Jacksonville among the country’s leaders in megawatts of solar power per capita.



Closing SJIRPP Saved $400 Million, Reduced Coal-Related Gases

When the St. Johns River Power Park (SJRPP) opened in 1987, it was an energy advantage for
Jacksonville, providing the JEA a path to rid itself of a 100 percent dependence on costly imported oil.
The billion-dollar cost was the largest construction project in city history.

Eighty percent of the 1200-megawatt coal-fired power facility was owned by JEA and the remaining 20
percent was owned by Florida Power & Light (FP&L).

SIRPP provided Jacksonville customers power for thirty years. The contract between JEA and FP&L was
scheduled to end on April 1, 2022, while it was generally assumed the plant would operate for at least
another decade.

But, changing environmental regulations that put major restrictions on the release of coal-related gases,
the volatile economic shifts in the cost of coal and gas, and the high cost of operating SIRPP, caused
FP&L and McElroy and his team to discuss an earlier closing. In March, 2017, JEA announced its
agreement with FP&L to shut down the plant early and implode the north Jacksonville landmark in the
summer of 2018.

As a result, FP&L paid JEA approximately $150 million and closing the facility early will save JEA
ratepayers approximately $400 million.

Recruitment, Training and Diversity that Reflects the Community

Prior to McElroy becoming JEA CEO in late 2012, the organization had never employed a true
professional to be its Chief Human Resources Officer. Instead, the head of HR traditionally was an
executive moved from another department at the utility.

That changed in January, 2013 when McElroy hired a highly recognized HR professional to lead the
department and hire and retain the most qualified candidates, provide a diverse slate of candidates for
90 percent or more of the posted positions, and change the workforce to make it reflect the diversity of
the community.

HR partnered with Jacksonville Community Council, Inc. (JCCI), a nonprofit civic organization that
involves citizens with its professional staff to research and study issues of local importance. The utility
also reached out to the U.S. Department of Labor for information and data to compare the
demographics of JEA with the demographics of Jacksonville. By doing a zip code analysis of where JEA
employees lived, HR determined a significant majority of employees lived in predominantly white zip
codes.

Realizing there was an issue with the way people were hired at JEA, it was determined that JEA’s
recruiting methods were flawed.

A new recruiting strategy that focused communication and outreach into non-traditional communities
was developed and executed.



Every area of recruitment and hiring was examined. For instance, prospective JEA employees must take
a Civil Service exam that cost the applicant $40. Knowing that was a financial detriment to some
individuals, the system was changed. JEA started absorbing the cost.

HR partnered with high schools and colleges and more than fifty organizations to develop diverse and
quality recruits.

Open houses were held prior to recruitment so that potential applicants could be told what to expect
during the exam process, whether it’s climb 35 feet up a pole, carry a lot of weight for a specified
distance, or dig a deep hole. This information gave candidates an opportunity to practice before being
tested.

Tutorial videos were placed on JEA’s web site showing JEA employees performing the tasks that
applicants are required to perform during the testing.

In order to support each line of business, a Human Resources Business Partner is assigned to each Senior
Leadership Team member and their business unit to allow direct access for all HR needs, making HR a
true business partner.

Laser-like attention was also focused on creating apprenticeship and training programs that allows JEA
to grow its own future workforce.

High school graduates were encouraged to enter a craft apprenticeship program, receive a JEA salary,
and qualify for tuition reimbursement if the apprentice also attended college.

JEA’s Cybersecurity Department partnered with Sandalwood High School for 9th grade students to be
trained through their senior year in cybersecurity in conjunction with Florida State College at
Jacksonville (FSCJ).

Concerned about the integrity of the testing process, in-house test writing committees were replaced by
a professional testing firm.

The JEA Academy was created with training programs for technicians, managers and directors.

Proof that the HR processes implemented under McElroy were working was borne out in JEA’s quarterly
J.D. Power customer service scores and its annual employee engagement surveys where satisfaction
scores consistently are over 70 and have approached 80, up from 64 on a metric of 100. In addition,
diversity goals set in HR’s five-year plan were expected to be met on schedule in 2019.

The Value of Compliance vs. the High Cost of Non-Compliance

If the JEA—or any utility—is found to not be in compliance with any Federal Energy Regulatory
Commission (FERC) rules and regulations, it can be very expensive for the utility. Fines of up to $1
million a day can be levied.



That’s why CEO McElroy created JEA's first Chief Compliance Officer to put compliance responsibility
and accountability under one individual.

FERC has over 1,000 requirements on how JEA must operate minute to minute, from loading lines,
trimming trees, calculating spare capacity, to credentials of operators. Every aspect of JEA’s power
production, no matter how small, is covered by FERC rules and regulations.

The utility is proactive in developing and maintaining relationships with regulators and works in a spirit
of cooperation. As a result of its commitment to compliance, JEA’s operations were within the top ten
percent of all utilities in the country.

A Vital Partner with the City

For decades, the City of Jacksonville has relied on the JEA’s annual contribution to the city budget. In
2018, the payment was $116 million, an all-time high.

But that’s not all the utility does for the citizens of Jacksonville.

In March of 2018 the City Council auditor released a report that outlined other substantive contributions
JEA has made to the community in recent years.

Recently JEA:
¢ Matched the city's $15 million fund to phase out septic tanks.

¢ Launched a $10 million project to replace 100,000 street lights with LED bulbs that will reduce
the city's street lighting costs around 50 percent.

¢ Spent $53 million to install utility infrastructure at Cecil Commerce Center on the city’s westside
to spur economic development.

e Paid $20 million to purchase 5,000 acres of land for the city’s preservation project.

e Spent $63 million to assist the Jacksonville Port Authority at its terminals.

Nuclear Plant Project That Became a Train Wreck
Sometimes the train goes off the tracks.

That’s exactly what happened to JEA’s agreement, signed in 2008, to purchase 206 megawatts of
nuclear capacity and related energy from the Municipal Electric Authority of Georgia (MEAG) in MEAG’s
ownership interest in Plant Vogtle Units 3 and 4 nuclear power plants being built by a consortium of
Georgia Power, Oglethorpe Power Corporation, MEAG and the City of Dalton, Ga.

The consortium already owned two functioning nuclear power plants in Waynesboro, Ga. named Vogtle
1 and Vogtle 2.



The original price of the Plant Vogtle Units 3 & 4 construction project was $9 billion and it was estimated
the two plants would take five to six years to construct. In addition to the $9 billion construction price,
there was an additional cost of S1 billion for transmission and other items, plus a carrying cost of $4
billion, bringing the total cost of the two plants to $14 billion.

At the time of entering the agreement, JEA's fuel mix was heavy in solid fuel and very invested in coal at
St. John’s Power Park and pet-coke at the Northside Generating plant. As much as 80 percent of JEA’s
power was being produced with coal and pet-coke.

In addition, the political climate was changing in 2007-2008 as the debate started to intensify
concerning CO2 emissions and climate change. The JEA and other coal-dependent utilities were under
intense pressure to reduce CO2 emissions.

In July 2007 Florida Governor Charlie Crist issued an executive order that would require utilities to
generate 20 percent of its power by renewable and non-CO2 emitting sources by 2017.

In 2009, Congress passed the American Clean Air and Security Act, effectively eliminating coal
generation. That meant JEA would be forced to close the St. Johns Power Park as well as both Northside
plants, perhaps as early as 2012. The bill was never brought to the Senate floor, but it was obvious
changes were being sought in electric power generation. Subsequently, the EPA issued the Clean Power
Plan which was equally onerous regarding electricity produced from coal.

Solar power was extremely expensive and not feasible, and wind power was not commercial.

Natural gas prices were extremely volatile, at times reaching $10 per mmBtu versus today’s more
stable, domestic natural gas market with current prices of $2 per mmBtu.

JEA needed additional electric generating capacity as JEA's electricity sales were growing at 3 percent
per year.

Without a viable path forward, Jacksonville faced the real prospect of drastic consequences.

At the time, nuclear power plants were already operating successfully in the southeast. When JEA
entered into agreement for Vogtle 3 and 4, there were nine nuclear power plants set to be built. And,
the federal government began pushing a nuclear renaissance.

MEAG had a 22 percent stake in Vogtle 3 and Vogtle 4 over a period of 40 years, but the utility
determined it would not need its power until the final 20 years of the agreement. MEAG offered for
sale its portion of the first 20 years of its agreement to any utility that wanted nuclear generated
electricity.

Since the 1980s, the JEA had a long and profitable history of importing and exporting power across state
lines with Georgia. Given that history and the grim prospective environmental and political roadblocks,
JEA determined the 20-year purchase of MEAG’s 22 percent interest in the two plants’ nuclear
generated power was the correct path to take, given the original cost, budget and schedule.









Expert skills, knowledge and experience in designing and delivering investor and rating agency
communications and formal presentations.

Directed the development, acquisition and installation of numerous customer oriented information and
operations systems. These included automatic credit approval and credit scoring, predictive dialer,
inventory finance, risk management, loan origination, loan servicing, collection management, general
ledger and payroll.

Led the development and implementation of a best practice internal audit function.

CURRENT AND PAST FUNCTIONAL COMMITTEE MEMBERSHIPS

Corporate Compensation Committee — Established and maintained market-based compensation
programs tied to business results, which appropriately rewarded and recognized individual performance.

Corporate Credit Committee — Evaluated and approved transactions valued from $5 to $50 million,
covering a wide range of collateral, including aircraft, real estate, communication equipment,
transportation and industrial production.

Risk Management Committee — Evaluated and approved new lines of business activity, as well as credit
lines up to $20 million.

Futures Group — Worked directly with the CEO of Pitney Bowes and subject matter experts from
Harvard, MIT, University of Pennsylvania and the Futures Institute to analyze the potential risks and
opportunities technology and market changes would have on the corporation. Conclusions and
recommendations led to significant changes in supply chain strategy as well as a number of divestitures
and acquisitions.

Human Resource Committee — As a member of the board of directors for a small business, chaired the
Human Resources Committee, directing policies and practices for compensation and benefits.

Fuels and Purchase Power Committee — Chair of the JEA committee, which facilitates economic
decision making regarding fuels and purchase power, including unit commitment, dispatch, fleet
operations, fuel procurement, environmental impacts and finance.

Debt and Investment Management Committee — Quarterly review of financial performance, as well as
establishing strategies, goals and objectives for the next twelve months.

CURRENT AND PAST INDUSTRY BOARD AND COMMITTEE MEMBERSHIPS

The Energy Authority (TEA) — past board member, current finance and audit committee member
TEA is a $1.5 billion energy trading and risk management company, jointly owned by JEA and six other
public power entities and operated for the mutual benefit of its owners and other public power systems.

Large Public Power Council, Tax and Finance Committee — Co-chair this committee, which is
responsible for monitoring, evaluating and formulating positions regarding emerging or proposed federal
legislation and rules affecting the industry.

Large Public Power Council, CEO Roundtable — Three times a year, the CEOs from the largest 25
public power systems meet to formulate lobbying strategy and to share current common experiences.
Participated as an alternate representative for JEA, as well as participatie on Tax and Finance Committee
matters.

Black & Veatch, Management Consulting Business (MCB), Advisory Board - Black & Veatch’s
MCB Advisory Board consisted of eight to ten executive-level members from academia, utilites and



suppliers, as well as retired management consultants. The Board met semi-annually to review strategic,
market and operational plans and performance, as well as provide advise to the CEO and senior
management.

PROFESSIONAL EXPERIENCE

JEA - Jacksonville, FL 2002 - PRESENT
Chief Financial Officer

Responsibilities include Corporate Planning, Strategic Alliances and Partnerships, Demand-Side
Management, Treasury, Accounting and Financial Reporting, Internal Audit and Enterprise Risk
Management, Budgets, Financial Planning and Rates.

Select Accomplishments

Developed and executed significant changes in strategy, pricing, financial and capital planning, which
ensures continued availability of low-cost capital and operating funding, provide financial flexibility and
improve credit ratings.

Led the development and implementation of the premier enterprise risk management and internal
audit programs within the public power sector.

Led the development, design and public hearing process for the following unique and creative rate
and pricing structures (detail attached):

o Electric System
= Variable Fuel Rate Policy and Recovery Charge
= Conservation Charge and Revenue Allocation for Demand-Side Management
= Environmental Charge
= Incremental Economic Development Plan

o Water and Sewer System

= Base Rate Increase and Rate Structure Changes
= Environmental Charge

Developed the strategy and executed JEA’s investor communication activities, including writing,
producing, editing and participating in annual credit rating agency meetings and presentations.

Led the municipal markets’ most significant treasury team in developing and executing strategies,
resulting in hundreds of millions of dollars of debt service savings. Specifically, $98.4 million of debt
service savings in the last eighteen months, with an additional $25 million anticipated over the next
twelve months.

During the most challenging economic and capital market environment in the last fifty years, led the
strategy development and execution for successfully managing a $2.0 billion variable rate debt
program. The ongoing annual debt service savings is approximately $25 million.

Represented JEA as the official corporate spokesman and/or presenter to the following entities:

¢ Security and Exchange Commission (SEC) e American Public Power Association
¢ U.S. House of Representatives, Staff Briefing ¢ Moody’s Investor Services for LPPC
¢ Jacksonville City Council and Committees ¢ Rating Agencies and Investors

e Corporate Spokesman in FPL Litigation

BOMBARDIER CAPITAL CORPORATION 1995 -2001
Vice President and General Manager















JEA is a Component Unit of the City of Jacksonville

Page 2

JEA is included in the City's Comprehensive Annual Financial
Report (CAFR)

JEA's independent governing body appointed by Mayor and confirmed
by City Council.

City has the ability exercise influence over JEA through formal
budgetary approval.

As a governmental entity, JEA follows accounting standards of the
Governmental Accounting Standards Board (GASB)

Differs in many areas from FASB and investor owned utilities.

5 May 2020 EY
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Financial Statement Requirements Under GASB

Management's Discussion and Analysis section.

Basic financial statements, including footnotes.

Required supplementary information
Pension and OPEB Plan information

Other required reporting

Uniform guidance audit

Federal financial assistance
FEMA costs for Hurricanes Matthew and Irma

5 May 2020

EY
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Reqgulatory Accounting

As a utility, JEA follows regulatory accounting pursuant to GASB 62
paragraphs 476-501.

Regulatory accounting allows for deferral of certain costs and
revenues on the balance sheet that will not be immediately
recovered through the rate making process.

Criteria to qualify for regulatory accounting

Rates are established and approved by the Board
Rates are set to recover costs of providing regulatory services

Rates can be charged to and collected from customers

5 May 2020 EY
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Reqgulatory Accounting

Reqgulatory accounts reflected as “Costs to Be Recovered From
Future Revenues' and “Revenues to be used for Future Costs” on
the balance sheet.

Deferred costs to be recovered from future revenues

Debt- related costs
Unfunded pension and OPEB costs
Environmental project costs

Storm costs

5 May 2020

EY
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Deferred Inflows and Outflows of Resources

JEA reports the following deferred outflows of resources on its
balance sheet after total assets.

Unrealized pension and OPEB contributions and losses
Deferred losses on bond refundings
Change in fair value of hedging derivatives

Asset retirement obligations

5 May 2020

EY
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Deferred Inflows and Outflows of Resources

JEA reports the following deferred inflows of resources on its
balance sheet after total liabilities.

Revenues to be used for future costs (reqgulatory liabilities)
Unrealized pension and OPEB gains and losses

Change in fair value of hedging derivatives

5 May 2020

EY






Balance Sheet Accounts - Liabilities
GASB differences from FASB

Net pension and OPEB liabilities calculated differently under
GASB model.

Asset retirement obligations calculated differently under GASB
model.

Deferred inflows of resources.

Page 11 5 May 2020

EY






Income Statement Accounts
GASB differences from FASB

Operating and non-operating items are generally similar.

Investment earnings include realized and unrealized gains and
losses.

Contributions section to classify City contributions and developer
contributions.

GASB recognizes “special items"” which are classified after
contributions.

ltems that are unusual or infrequent but not both

As opposed to extraordinary items which are classified and reported
similar to FASB model

ltems that are BOTH unusual and infrequent

Page 13 5 May 2020

EY



Statement of Cash Flows
GASB vs. FASB Differences

Two (2) primary differences

GASB requires the use of the direct method.

GASB does NOT permit the use of the "indirect method"” of reporting cash
flows whereas FASB permits either the direct or indirect method.

GASB segregates financing activities into “capital” and “non-capital”
financing activities.

Direct method requires reconciliation of operating income to net
cash provided by or used in operating activities.

Noncash items are generally similar to FASB and use of indirect
method.
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Footnote Disclosures

Pension, OPEB and asset retirement obligation disclosures are
different from FASB (generally more streamlined).

Use of reqgulatory accounting and rate making process is required
to be disclosed.

Details of regulatory assets (costs to be recovered from future
revenues) and regulatory credits (revenues to be used for future
costs) are required to be disclosed.

All other disclosures are generally similar to FASB requirements.

Page 15 5 May 2020

EY



Upcoming Accounting Changes

Two (2) new accounting standards that will significant impact JEA's
financial reporting.

GASB 84 on fiduciary activities

GASB 87 on leases.

GASB has recently issued an Exposure Draft which is expected to be
adopted to defer the implementation of these standards by one year
as a result of COVID-19

GASB is also researching a new reporting model and revenue
recognition

Page 16 5 May 2020 EY



GASB 84 - Fiduciary Activities

Will require pension, OPEB and other fiduciary activities to report
financial statements as part of JEA's reporting entity.

SJRPP Pension Plan
OPEB Plan

Will require additional audit effort and additional disclosures.

Will impact the timing of information needed from JEA's actuaries.

Effective for JEA this fiscal year (2020)

GASB will extend one additional year to FY2021 for COVID-19

Page 17 5 May 2020

EY



GASB 87 - Leases

Will require leased assets and lease obligations to be recorded for
ALL leases (if material).

Will require the use of various estimates and assumptions to be
made by management.

Good news is that it excludes utility power purchase agreements.

Effective for JEA in fiscal year 2021.

GASB will extend an additional year to FY 2022 for COVD-19.

Page 18 5 May 2020 EY












Page 2
to be considered by the Board. This lease amendment needs to be executed prior to land closing. JEA
will issue a Request for Proposals for Tenant Improvement (TI - interiors) design services as a separate
work effort to be coordinated with Ryan’s building core and shell design.

GENERAL SCHEDULE (dates subject to change):

Confirmation of HQ Changes May 5, 2020
Revised Project & Program Approval May 29, 2020
Sitework Commencement July 2020
Foundation Commencement August 2020
Estimated Completion April 2022

FINANCIAL IMPACT:

The lease executed in July includes a maximum indebtedness of $160,500,000 over the 15 year lease
for all rents and building operating expenses. Additionally, JEA will pay separately for interior Tenant
Improvement buildout that exceeds the Tl allowance in the lease, including materials, tenant equipment,
workstations and construction separate from the lease, and for the tenant improvements in the garage
storefront space occupied by JEA uses. JEA has a continuing right of first offer (ROFOQ) to consider a
purchase of the property if Landlord desires to sell the property, and did not exercise this ROFO in
connection with a recent notice by Ryan Companies for a potential sale after initial occupancy. JEA is
seeking guidance on project and program scope to consider cost reductions and efficiency gains.

RECOMMENDATION:

Provide guidance on value engineering and programming elements that can be further developed and
included as part of the anticipated 2nd Amendment to the Lease in May. Consider designating a Board
member to work with staff on the final programming and design decisions to be presented to the full
Board in May. Lease amendment(s) will be presented to the Board for approval.

Melissa H. Dykes, Interim Managing Director/CEO

MHD/NKV
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