JEA

FINANCE & AUDIT COMMITTEE AGENDA

DATE: August 14,2020
TIME: 10:00 AM - 12:00 PM
PLACE: WebEx
Responsible Person | Action (A) Total
Info (1) Time
I. | OPENING CONSIDERATIONS Marty Lanahan
A. | Call to Order
B. | Adoption of Agenda A
C. | Approval of Minutes — May 18, 2020 Madricka Jones A
II. | NEW BUSINESS
A. | Audit Services
1. | Quarterly Audit Services Update Steve Tuten I 5 mins.
2. | Annual Approval of Internal Audit Charter Steve Tuten A 5 mins.
3. | Annual Approval of Internal Audit Plan Lee Montanez A 15 mins.
B. | Ethics Officer Quarterly Report Walette Stanford I 10 mins.
C. | Emst & Young FY2020 Annual Financial Audit Plan John DiSanto A 20 mins.
D. Electric System and Water and Sewer System Reserve Toe Orfano I 5 mins.
Fund Quarterly Report
E. | Water/Wastewater Cost of Service and Rates Brian Roche I 10 mins.
F. | Preliminary Five-Year Financial Projections Brian Roche I 10 mins.
G. | JEA Energy Market Risk Management Policy Report Ricky Erixton I 5 mins.
H. | Announcements
1. | Next Meeting, December 11, 10:00 AM — 12:00 PM
Committee Discussions
1. | Ernst & Young John DiSanto I 5 mins.
2. | Director, Audit Services Steve Tuten I 5 mins.
3. | Council Auditor’s Office Jeff Rodda I 5 mins.
I. | Adjournment




JEA FINANCE & AUDIT COMMITTEE MINUTES
May 18, 2020

The Finance & Audit Committee of JEA met on Monday, May 18, 2020 via WebEx (no physical location
was provided for this meeting. Pursuant to State of Florida Executive Order 20-69 (Emergency
Management-COVID-19-Local Government Public Meetings), this meeting is permitted to be conducted
by communications media technology.

Agenda Item I — Opening Considerations

A. Call to Order — Committee Chair Marty Lanahan called the meeting to order at 8:00 am. Board
Chair John Baker, Bobby Stein, and Joseph DiSalvo were in attendance. Others in attendance
were Paul McElroy, Steve Tuten, Walette Stanford, Joe Orfano, Caren Anders, Juli Crawford,
Russell Caffey. John DiSanto and Stephanie Reynolds of Ernst & Young, were also in
attendance.

B. Adoption of Agenda — The agenda was adopted unanimously on motion by John Baker and
seconded by Bobby Stein.

C. Approval of Minutes — On motion by John Baker and seconded by Bobby Stein minutes for the
December 9, 2019 Finance and Audit Committee Meeting were unanimously approved.

Agenda Item II — New Business

Marty Lanahan, stated that she spoke to Paul McElroy, Interim Managing Director/CEO and Joe
Orfano, Interim Chief Financial Officer and decided that it was too early to discuss any COVID-
19 impacts. Ms. Lanahan also stated that there has never been a breakdown for the Pay for
Performance and asked that Staff conduct a Pay for Performance workshop.

A. FY2021 Budget Presentation — Juli Crawford, Director Financial Planning and Analysis,
presented the full budget for discussion and feedback. Ms. Crawford provided an eight part
presentation that discussed the following: budget process summary, budget summary and
consolidated schedules, energy system budget assumptions, water/wastewater budget
assumptions, district energy budget assumptions, rate stabilization funds, budget timeline and
action items, and supplemental schedules.

Staff recommended that the Finance and Audit Committee provide feedback and direction
regarding the key strategic issues and major budget assumptions used in preparing the FY2021
operating and capital budgets including revenue. Staff also recommended that the Finance and
Audit Committee provide feedback and direction for final approval by the full Board at the June
23, 2020 meeting.

B. Quarterly Audit Services Update — Steve Tuten, Director, Audit Services, introduced himself and
his department. Mr. Tuten presented the Quarterly Audit Services Update which provides
information on (1) Forensic & Audit Investigations, (2) Enterprise Risk Management, and (3)
Internal Audit. Mr. Tuten began the presentation by highlighting Forensic and Audit
Investigation, investigative case statistics, and summaries of closed cases. In the second part of
the presentation, Enterprise Risk Management, Mr. Tuten highlighted the corporate risk heat map
scoring, current top risks, and current top risks criteria. Mr. Tuten concluded his presentation with
the Internal Audit highlights. In this portion of the presentation, Mr. Tuten addressed the FY20
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Audit calendar, summary of completed audits and projects, proposed FY20 Audit Plan
postponements, open report issues, and open audit report issues with major rating.

This presentation was provided for information only.

C. Ethics Officer Quarterly Report — Walette Stanford, Ethics Officer, introduced herself and
outlined her duties as JEA’s Ethic Officer. Ms. Stanford presented the Ethics cases by year,
Ethics Officers inquiry categories, FY2020 reporting categories, training and education, and
oversight and responsibility.

This presentation was provided for information only.

D. Electric System and Water and Sewer Reserve Fund Quarterly Report — Joe Orfano, Interim
Chief Financial Officer, stated this report is provided for full disclosure about all of JEA’s reserve
funds. Mr. Orfano also stated each fund supports bond resolution requirements, credit ratings, or
operational needs. Mr. Orfano also provided highlights from the Electric System and Water and
Sewer Reserve Fund Quarterly Report.

This presentation was provided for information only.

E. Municipal Capital Market Update — Joe Orfano, Interim Chief Financial Officer, stated the
Coronavirus pandemic caused a significant market disruption in the municipal variable rate debt
market. Mr. Orfano also stated JEA elected to pass on the U.S. Bank proposal as the Federal
Stimulus facilities stabilized the VRDO market. Mr. Orfano then provided details on JEA’s
variable rate debt portfolio, JEA’s senior versus subordinated debt, proposed bond refunding
opportunities, and refunding delegation resolution key components.

This presentation was provided for information only.

F. JEA Energy Market Risk Management Policy Report — this presentation was deferred, to be
presented at a workshop that will provide a deeper dive into the subject matter.

G. Announcements

1. The next Finance and Audit Committee meeting is scheduled for August 17, 2020, at 8:00
AM. Committee Chair Lanahan stated that the committee will meet in August but the current
date and time is subject to change. Chair Lanahan also reviewed all of the follow up items
discussed during the meeting.

H. Committee Discussion Sessions

1. Ernst & Young — At 10:03 AM, John DiSanto, Ernst & Young, introduced himself and his
colleague Stephanie Reynolds, and stated historically he meets with the Committee Chair
prior to the meeting, and he noted August is normally the meeting when Ernst & Young
presents their Annual Audit. Mr. DiSanto also stated he is looking forward to working with
Committee and Staff

2. Director, Audit Services — At 10:08 AM, Steve Tuten, Director, Audit Services, stated they
are beginning their FY21 Audit Plan and they are open to any feedback from the Committee.

3. Council Auditor’s Office — There was no discussion with the Council Auditor.
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Closing Considerations

With no further business claiming the attention of this Committee, the meeting was declared adjourned at
10:11 AM.

APPROVED BY:

Marty Lanahan, Committee Chair
Date:

Submitted by:

Madricka Jones
Executive Staff Assistant



HHEA

INTER-OFFICE MEMORANDUM
July 30, 2020

SUBJECT: QUARTERLY AUDIT SERVICES UPDATE

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee

Marty Lanahan, Chair

John Baker

Robert Stein
BACKGROUND:

The Quarterly Audit Services Update provides the JEA Board of Directors with information on the
current activities of the three groups within Audit Services: (1) Forensic Audit & Investigations;
(2) Enterprise Risk Management; and (3) Internal Audit. The Forensic Audit & Investigations
Group conducts internal investigations of confidential reports into JEA’s Ethics Hotline (EHL) and
from other sources. JEA’s Enterprise Risk Management (ERM) Program identifies, assesses,
measures, monitors and actively manages risk. The Internal Audit Group reviews internal control
processes and ensures that departments maintain compliance with operating procedures and
regulations.

DISCUSSION:

This update will provide an assessment of how JEA is managing risk and monitoring controls to
reduce and/or prevent adverse impact to its business operations.

RECOMMENDATION:
No action required, as this update is for information only.

Paul McElroy, Interim Managing Director/CEO

PEM/SVT

Ver 2.2 02/01/2014



Audit Services Quarterly Report
August 2020
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Forensic Audit & Investigations (FAl)
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FAI Highlights

v During the first 5 months of 2020, Julie Moore, Manager, Forensic
Audit & Investigations, and Terry Lund, Senior Forensic Auditor,
assisted Corporate Records Compliance with the backlog of public
records requests.

v FAl recently completed a recruitment for a Senior Forensic Auditor.
This position has been open since Julie was promoted to Manager last
fall. Three candidates were interviewed, but unfortunately none of
them were hired.
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Investigation Case Statistics - Q3 FY20

Open Cases Cases Opened Cases Closed Open Cases
3/31/2020 Q3 FY20 Q3 FY20 6/30/2020
10 5 0] 15

Categories For Cases Opened During Q3 FY20

Conflict of Interest / Ethics Matters 4
Fraud / Theft / Abuse
Total 5
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Summary of Closed Cases - Q3 FY20

Reporting Allegation Investigation Results
Source

Note: No cases were closed during the 3 quarter FY2020. The unit
consists of three employees. During this period, one staff member
assisted with Public Records requests, one was out on FMLA, and the
third position is currently undergoing a recruitment.
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Enterprise Risk Management (ERM)



Current ERM Initiatives

The following initiatives are currently underway to further enhance the Enterprise Risk Management
process.

Recruitment underway for a Senior ERM Analyst to expand the resources and oversight in managing
JEA's risk management process. Primary responsibilities will include assisting in conducting
business unit level risk assessments, and identify and better utilize Key Risk/Key Process Indicators
(KRI/KPI).

Re-establish a Bottom-Up approach to risk management through Director level risk assessments, as
a means to identify key risks and barriers which may pose significant challenges to meeting their
business objectives, as well as their impact on the Top Corporate Risks.

Developing a process for the identification, implementation and utilization of KRIs, KPSs to evaluate
the effectiveness of current mitigations and/or changes to external factors/variables.

All Tier 1 Risks are being evaluated to assess adequacy of mitigation efforts and preparedness, if
the risk event occurs.

August 2020
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Current ERM Initiatives

The following initiatives are currently underway to further enhance the Enterprise Risk Management
process.

* Reassessing non-storm related Business Continuity planning, at the department and enterprise wide
levels, to ensure effectiveness in managing events that can impact reliability and operations. Focus is
on pandemics, but include other events, such as loss of critical facilities, fuel, etc.

* Risk assessment underway on Supply Chain Risk to identify and mitigate vendors whose loss of
services would pose significant obstacles in meeting JEA's Operational, Reliability and customer
Service.

* l|dentification and reassessment of all pending/potential Environmental regulations, based on their
impact to JEA if they are passed, required mitigation and planning to comply, and the likelihood of the
regulations passing.

August 2020
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Internal Audit (IA)

10



August 2020
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Assurance

Objectivity

Internal Audit Highlights

The Internal Audit team successfully completed the annual risk
assessment process for the FY21 Internal Audit plan by administering
94 risk surveys, and follow-up meetings with the SLT, Directors and
Managers. The FY21 Internal Audit plan will be addressed separately
in this meeting.

A special engagement audit for the certification, through Green-e, of
JEA renewable energy credits for 2019 was recently completed.

From March through July, the Internal Audit team collaborated with
Corporate Records Compliance to reduce the backlog of public records
requests. Several special projects were also in progress during this
time.

Laurie Gaughan, the JEA lead Auditor for the TEA engagement, has
begun planning for the FY2021 audit and engaging with other utilities
for the identification of additional audit resources.

11



Internal
Audits

Special
Projects
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FY20 Audit Calendar
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Summary of Completed Audits & Projects
for Q3

: Report # of AR y
Audit Name Description of Significant or Greater Issue(s)

Fleet Services Tire Contract Review No Rating
Special
Projects
Engagement No Rating 0 No issues identified.
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Open Audit and Investigations Report

Issues

35

30

25

Quantity
S

iy
wv

10

Open Action Plans (56) By Issue Rating

N

Major

32

Significant Moderate

Audit Issue Rating

Nominal

August 2020
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Open Audit and Investigations Report

Issues

QUANTITY

20

18

16

14

12

10

1
6
s 13
7
7
6
1 4 11 5 3
2 1 _ 3
2 6
2
3 3 2 4
2 2
1
VP/GM, ENERGY VP/GM WATER / VP/CHIEF, VP/CHIEF, VP/CHIEF, VP/CHIEF, VP/CHIEF, VP/CHIEF,
SYSTEMS WASTEWATER HUMAN INFORMATION COMPLIANCE CUSTOMER SUPPLY CHAIN ENERGY &
RESOURCES OFFICER OFFICER OFFICER WATER
OFFICER PLANNING

OPEN ACTION PLANS (56) BY ISSUE RATING AND CHIEF OR VP/GM

Major © Significant = Moderate ®Nominal Total

CHIEF OR VP/GM

August 2020
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Open Audit and Investigations Report Issues -
Major Rating

Director / : Current
-

VP/GM, Energy Director, Electric Audit noted a lack of asset Asszet Management will develop Governance 9/30/20  The Govemance program will need input from
Systems Asset data governance. program, utilize Asset 360 barcoding project the Technology Services and Water,
Management as part of the solution, review asset data groups. Asset 360 and mobile app are in QA
completeness, assist in developing testing, still working on issues related to barcode
automated As-Built and completes the Assat reading.
Creation project.
VR/GM, Energy Director, Electric Audit noted no process for Asset Creation project currently under 12/31/20 The eAM mobile application POC is completed.
Systems Asset identifying assets under development within the scope of the TS EIM Assets have been identified and published in the
Management warranty, including project will require the vendor/ manufacturer JEA JIM model. We are receiving warranty data
replacement while under provide warranty data. This data will publish from GE Prolec electronically, which is
warranty. to the TS EIM foundational data base and will automatically published to Oracle eAM in the QA
be identified on crew work orders. environment.
VP/GM, Energy Director, Electric Audit noted that there is no Asset Lifecycle data will be published using 12/31/20 The process map to describe the asset lifecycle
Systems Assat process for evaluation of an Tableau visualizations. TS EIM Assat 360 has been developed but dashboards and reports
Management asset to determine if it should project will publish ssset lifecycle data to will depend on the ongoing mobile and
be replaced or refurbished. assat records including asset health and risk barcoding project.
scoring. This view of the asset will assist Asset
Management and 0&M personnel in
determining repair or replace decisions.
VP/GM, Customer Director, Audit noted a lack of sewer Four phased approach to creating standards, 2/1/21 All commercial and industrial customer-owned
Customer Field &  flow meter standards, accurate  counting meters and monitoring/documenting metars have been identified and & data
Meter Services count of current sewer flow customer installed meters. collection plan has been developed. Due to
meters and controls over safety concerns related to COVID-19, the
customer installed meters. business expects delays by at least 1-2 months,

August 2020
A\

IA

perhaps more.
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HHEA

INTER-OFFICE MEMORANDUM
July 30, 2020

SUBJECT: ANNUAL APPROVAL OF INTERNAL AUDIT CHARTER

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee
Marty Lanahan, Chair
John Baker
Robert Stein
BACKGROUND:

The Internal Audit Group reviews internal control processes and ensures that the organization
maintains compliance with all procedures and regulations. The Internal Audit Charter provides
the JEA Board of Directors with information on the authority of the Internal Audit staff, its key roles
and responsibilities, and the outline of Internal Audit's Quality Assurance Program. A separate
presentation details the changes in the Charter since it was last presented for approval on August
19, 2019.

DISCUSSION:

The benefits to the organization are seen in risk avoidance and improved internal control
processes, and the knowledge of the organization’s degree of compliance with policy, procedures,
rules and regulations.

RECOMMENDATION:
Management recommends that the Finance & Audit Committee and the Board of Directors
approve the Internal Audit Charter.

Paul McElroy, Interim Managing Director/CEO

PEM/SVT

Ver 2.2 02/01/2014
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Internal Audit Charter

Steve Tuten - Interim Chief Compliance Officer
and Director, Audit Services

August 2020
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August 2020

Internal Audit Charter

Summary of Changes to Charter

In the Roles and Responsibilities section (p. 2), the
position of President/Chief Operating Officer (COO) has
been removed from the reporting line for the Director
of Audit Services.

In the JEA’s External Auditors section (p. 4), added that
although Internal Audit will not audit JEA’s financial
statements, it may schedule operational audits of
Finance areas.

For this year's approval only, the Managing
Director/Chief Executive Officer (CEO) signs the Charter
(p. 4). It is usually signed by the Chief Compliance
Officer (CCO), but the same individual currently holds
both the CCO and Director of Audit Services positions.



OPP: COMP Corporate Policy Ref:

Internal Audit Charter

POLICY STATEMENT:

The purpose of JEA's internal audit function is to provide independent and objective assurance and consulting
services designed to add value and improve JEA’s operations. Internal Audit helps JEA to accomplish its objectives
by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of internal control,
compliance, and governance processes.

The Institute of Internal Auditors’ (IIA’s) Mission of Internal 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.

GENERAL DESCRIPTION of PROCEDURE:

This procedure is intended to:
1. Address the authority of the Director, Audit Services and the Internal Audit Staff.
2. Describe the key roles and responsibilities of Internal Audit.
3. Outline Internal Audit’s Quality Assurance program.

ASSIGNMENT of RESPONSIBILITY:
The Director, Audit Services or designee shall establish, maintain, and disseminate this Charter and any related
supporting documentation.

DEFINITIONS:

Internal Auditing — The Institute of Internal Auditors’ (IIA) definition of internal auditing is “An independent,
objective assurance and consulting activity designed to add value and improve an organization’s operations. It
helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control, and governance processes. Also enhances and protects
organizational value by providing risk-based and objective assurance, advice, and insight.”

Assurance Services — An objective examination of evidence for the purpose of providing an independent
assessment of governance, risk management, and control processes for the organization. Examples may include
financial, performance, compliance, system security, and due diligence engagements. A key part of Internal Audit’s
responsibilities.

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. A key part of Internal Audit’s responsibilities.

Quality Assurance — A program based on an IlA Standard, which is designed to enable an evaluation of Internal
Audit’s conformance with the lIA’s Definition of Internal Auditing and the Standards and an evaluation of whether
internal auditors apply the Code of Ethics. The program also assesses the efficiency and effectiveness of Internal
Audit and identifies opportunities for improvement. Adequate supervision and quality assurance will be performed
and documented for each auditor and each audit assighment as defined in Internal Audit’s Quality Assurance
Improvement Program (QAIP) Procedure ASCO500QA, which includes external peer reviews as required by the lIA,
at least every five years (beginning in 2005).

Effective Date: August 14, 2020 Page 1 of 4
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Internal Audit Charter

PROCEDURE:

A. Roles & Responsibilities

Responsibility

Action

Director, Audit

Oversees the execution of a program of Internal Audit projects as necessary to

Compliance Officer
(CCo)

Services fulfill the purpose and mission of the department, including an annual risk
assessment and development of an annual audit plan. Is also the organization’s
Chief Audit Executive (CAE).

VP & Chief To whom the Director, Audit Services and Internal Audit reports administratively.

Managing Director
/ Chief Executive
Officer (CEO)

To whom the Director, Audit Services reports when Internal Audit conducts
audits of Compliance Department functions. Meets quarterly with the Director,
Audit Services.

JEA Management

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.

Internal Audit Staff

Executes the program of Internal Audit projects, including the annual audit plan.
Internal Audit’s authority and key responsibilities are described as follows:

Authority

e To have access to all JEA records, assets, properties, plants, computers,
personnel, etc., with strict and absolute accountability for safekeeping
and confidentiality while conducting their internal audit duties.

Annual Risk Assessment and Audit Plan Activities

e Perform annual risk assessment activities and develop an annual audit
plan. The Director, Audit Services will present the annual audit plan to
the Finance & Audit Committee for review and approval.

ssurance/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.

Effective Date: August 14, 2020

Page 2 of 4
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Corporate Policy Ref:

Internal Audit Charter

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 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.

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.

Consulting Activities

e Provide consulting services where the level of risk warrants our
involvement. However, Internal Audit does not act in an operating
capacity, and cannot be part of the approval process.

Reporting

e 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.

e Reports will generally be distributed to the Chief/Vice President and
Director/Manager of the area being audited, along with the Managing
Director/Chief Executive Officer and/or the President/ Chief Operating
Officer, as well as the Chief Risk and Compliance Officer. Final audit
reports are also submitted to the City of Jacksonville’s Council Auditor’s
office and the Office of the Inspector General. Quarterly summaries of
audit results are presented to the Finance & Audit Committee of the
Board of Directors.

Team Assignment Restrictions

e 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.

Finance and Audit
Committee of JEA's
Board of Directors

Meets quarterly with the Director, Audit Services. Annual review and approval of
Charter.

JEA’s External
Auditors

Primary auditor of JEA’s financial statements. To minimize duplication of efforts,
Internal Audit will not audit JEA’s financial statements, although operational
audits of Finance areas may be scheduled

Effective Date: August 14, 2020 Page 3 of 4
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SIGNED:

Title: Managing Director / Chief Executive Officer (CEQ)

Effective Date: August 14, 2020

Revised Dates: August 14, 2020

Origination Date: October 5, 2004, with twelve (12) subsequent annual subsequent revisions /

presentations / approvals, most recently on August 14, 2020.

Keywords: internal audit, assurance, consulting, quality assurance

Effective Date: August 14, 2020
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HHEA

INTER-OFFICE MEMORANDUM
July 30, 2020

SUBJECT: APPROVAL OF ANNUAL INTERNAL AUDIT PLAN

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee
Marty Lanahan, Chair
John Baker
Robert Stein
BACKGROUND:

The Internal Audit Group reviews internal control processes and ensures that departments
maintain compliance with all procedures and regulations. Annually, Internal Audit develops a risk-
based work plan for the upcoming fiscal year.

DISCUSSION:

The benefits to the organization are seen in risk avoidance and improved internal control
processes, and the knowledge of the organization’s degree of compliance with policy, procedures,
rules and regulations.

RECOMMENDATION:
Staff recommends that the Finance & Audit Committee and the Board of Directors approve the
Annual Internal Audit Plan for FY21.

Paul McElroy, Interim Managing Director/CEO

PEM/SVT

Ver 2.2 02/01/2014



FY21 Internal Audit Plan

August 2020




The Role of Internal Audit

“The role of internal audit is to provide independent assurance that an organization’s
risk management, governance, and internal control processes are operating

effectively.”
Source: The Institute of Internal Auditors

The scope of work of Internal Audit encompasses many

aspects of JEA's operations and activities:

 Provide guidance in the development of JEA’s
internal control framework; compliance

* Monitor and test the effectiveness of the internal Internal Audlt“
control framework; sl epen L nt? = ffcm:i.:m;lpm_

* Monitor and test JEA's operational process for wmc-ﬂ
compliance, efficiency, safety, etc.; and

 Follow-up on Management’'s action plans for
ensuring operational compliance and effectiveness.

add v

August 2020
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@ Risk-Based Audit Plan Guidance

The Institute of Internal Auditors (lIA) provides the following
Standards for the creation of a Risk-Based Audit Plan:

The Institute of
Internal Auditors » Standard 2010: The chief audit executive must establish a

risk-based plan to determine the priorities of the internal
audit activity, consistent with the organization’s goals.

» Standard 2010.A1: The internal audit activity’s plan of
engagements must be based on a documented risk
assessment, undertaken at least annually. The input of
senior management and the board must be considered in
this process.

» Standard 2020: The chief audit executive must
communicate the internal audit activity’s plans and resource
requirements, including significant interim changes, to
senior management and the board for review and approval.
The chief audit executive must also communicate the impact
of resource limitations.

August 2020

FY21 Internal
Audit Plan



Risk-Based Audit Plan Steps

The following approach was used to develop the Audit
Plan:

Update JEA Auditable Y COnduct SLT Interviews Aga'y;‘;'_sfgre i Develop the Internal
Entities Structure and Director level Risk ank Risk survey Audit Plan
SUEY Answers

The JEA auditable entities structure was updated to reflect
any organizational changes by JEA's leadership.

» Interviews with the Senior Leadership Team, combined
with risk survey follow-up meetings with department
Directors and Managers, were used to identify perceived
areas of risk and potential internal audits.

» This information was developed into an audit plan
designed to address critical risks in achieving JEA's
objectives, as well as operational and regulatory

August 2020 requirements.
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FY21 Internal
Audit Plan

Risk Assessment Survey

Two risk assessment survey alternatives, sent to
management based on date of the most recent audit of the
entity, consisted primarily of yes/no questions that
addressed the following;:

» Operational risks including goals, metrics, staffing and
emergency preparedness.

Financial risks including revenues, expenses, inventory
and capital projects.

Compliance risks.

Governance and Risk Management risks.

Technology and Data risks.

COVID-19 effect on all risks.

Audit timing & additional concerns.

YVVVVV VY

Internal Audit reviewed the survey results and followed up with
management about these risks. We then combined the scores to
determine the highest risk areas for JEA.

A copy of the surveys are shown on Appendix pp. A4-A11.



Description of Scheduled Audits

The final plan includes twenty (20) scheduled audits and
projects:

* Fourteen (14) new audits based on the FY2021 risk
assessment process.

* One (1) special project.

 One (1) recurring project related to Performance Pay.

« One (1) JEA-led external audit of The Energy Authority

(TEA).
e One (1) Green-e Agreed-Upon Procedures
Engagement.

 Two (2) follow-up audits.
 The proposed audit plan calendar is shown on page 7.

A detailed list of these audits/projects, which includes an
entity description is shown on Appendix pp. A1-A3.

August 2020
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FY21 Audit Plan Calendar

W/WW Project
Engineering & Englannl Safety & Health
Construction (TE)
E::ntfnmuf“:‘ David Identity & Access
Internal Arnold (DA)  Management
: Engagement
AUCITS - S
Recovery shelley (AS) Fuel Services
Operations
Treasury Cash &
Investments
JEA Culture
cnerpogan 0
(RB)
Special Laurie
2(e)(icll TEA Audit Gaughan
(LG)/RB
JEA Performance Te
Pay Audit

**= Special Project expected to be carried out during all of FY21.

August 2020
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FY21 Internal
Audit Plan

TE

30Q (Apr - Jun)

W/WW Asset
Management &
Performance

Vogtle Follow-Up

Cloud Computing

Procurement &
Contracts

FY 2022 Annual Risk
Assessments

Green-e Agreed-Upon
Procedures
Engagement

LG

All

Fleet Services

eAM Asset
Management LG
Follow-Up

Receivables &
Collections

IT Staffing RB



Internal Audit Team

Name / Title Education & Certification(s) Audit Experience
Lee Montanez Master of Business Administration 15 years (9 yrs. at JEA)
Manager, Internal Audit = Certified Internal Auditor

= Certified Information Systems Auditor
= Certification in Risk Management Assurance

David Arnold Master of Business Administration 21 years (5 yrs. at JEA)
Senior Auditor

Troy England BBA - Business Administration 19 years (6 yrs. at JEA)
Senior Auditor = Certified Internal Controls Auditor

Laurie Gaughan BBA - Economics and Accounting 11 years (6 yrs. at JEA)
Senior Auditor = (Certified Public Accountant

= Certification in Risk Management Assurance

Andrew Shelley Master of Accountancy 7 years (3 yrs. at JEA)
Senior Auditor

Rashid Brittain Master of Accountancy 8 years (4 yrs. at JEA)
Senior Information = (Certified Public Accountant
Technology Auditor = (Certified Information Systems Auditor

August 2020
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Appendix

The following supplemental documents were cross-

referenced in the preceding presentation:

A1-A3 - Proposed FY21 Internal Audit Plan with
Details Pp. 6-7.

A4-A11 - Risk Assessment Survey for FY21
Internal Audit Plan (P. 5).



JEA AUDIT SERVICES

PROPOSED FY21 INTERNAL AUDIT PLAN

Title

WITH ENTITY DESCRIPTION
(SEE P. 7 IN PRESENTATION)

Description

Electric Systems
Fuel Management Services (Audit)

Vogtle Follow-Up (Audit)

eAM Asset Management Follow-Up (Audit)

Water/Wastewater Systems

W/WW Project Engineering & Construction (Audit)

W/WW Asset Management & Performance (Audit)

Human Resources

Safety & Health Services (Audit)

JEA Culture (Audit)

Manages procurement of fuel supplies and transportation for power
generation.

Agreement between JEA and the Municipal Electric Authority of Georgia (MEAG),
for the purchase of 206 Megawatts from Plant Vogtle Nuclear Power units 3
and 4.

Collaborates with all Electric System Departments to maintain a mature
organizational level on PAS 55 and ISO 55001, by proper tracking of assets
throughout the asset lifecycle matrix, which strengthens the overall EAM
Strategy.

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

Responsible for proper tracking of water/wastewater asset through its lifecycle.

Provides support on compliance, risk identification and mitigation, and
technical advice to business units on safety procedures, strategies and goals.

Represents the belief systems, values, norms and preferences of the
individuals that form the organization, which are manifested through the
actions, behaviors, and decisions of these individuals.

Al




Title

JEA AUDIT SERVICES

PROPOSED FY21 INTERNAL AUDIT PLAN

WITH ENTITY DESCRIPTION
(SEE P. 7 IN PRESENTATION)

Description

Finance
Treasury Cash & Investments (Audit)

Customer Relationships

Customer & Community Engagement (Audit)

Receivables & Collections (Audit)

Compliance
Identity and Access Management (Audit)

Information Technology
Cloud Computing (Audit)

IT Staffing (Audit)

Cyber Program Assessment (Special Project)

Manages JEA’s investment portfolio and works with cash and debt areas of the
Department to invest cash that is in excess of short-term needs.

Manages corporate and customer communications, advertising, JEA.com,
community outreach and multimedia development to build JEA’s brand, provide
customer education and ensure leadership vision is supported through
communication channels.

Responsible for the management of customer payments, collections and write-

offs.

Manages the authorization and provisioning of JEA electronic resources and
physical access.

Function of managing and controlling cloud applications, including secure
transmission of data and user access.

Process for recruiting specialized technology resources to meet JEA’s needs.

Development, tracking and remediation of control deficiencies identified in the
third-party assessment of JEA’s cyber program.
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JEA AUDIT SERVICES

PROPOSED FY21 INTERNAL AUDIT PLAN

Title

WITH ENTITY DESCRIPTION
(SEE P. 7 IN PRESENTATION)

Description

Supply Chain
Investment Recovery Operations (Audit)

Procurement Services (Audit)

Fleet Services (Audit)

Recurring Audits / Administration Projects
JEA Performance Pay (Audit)

The Energy Authority (TEA) (Audit)

Annual Risk Assessments (Administration Project)

Action Plan Follow-Up & Reporting (Administration
Project)

Green-e Renewable Energy Credits (REC) (Audit)

Manages the disposition and sale of surplus materials and vehicles, disposal
of hazardous materials, small engine repairs and high voltage and transformer
testing.

Responsible for the procurement of materials and services for JEA.

Provides safe, reliable and cost-effective services to employees by procuring
and maintaining fleet assets that align with their operational requirements. Also
responsible for tracking of fleet assets.

Determine if achieved levels of performance were calculated in conformance
with the incentive plan approved by JEA’s Board of Directors.

Final year (of three) for JEA-led audit of TEA’s Operations, and performed by a
team of representatives from several member utilities.

Identifying and prioritizing risks to the business. The FY22 audit plan will be
developed from these assessments.

Ensure that management's action plans are being implemented and are
working effectively to mitigate internal control deficiencies reported in Internal
Audit and Forensic Audit Investigation reports.

Greene-e request of an annual agreed-upon audit of the Jacksonville Solar
facility for REC certification.
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Audit Services — FY 2021 Risk Assessment Survey

JEA

Internal Audit

Fiscal Year 2021 Risk Assessment Survey

The following three steps will help guide you through this survey:

Internal Audit uses this survey to assess the internal controls your area has in place to mitigate risks and help achieve its goals.
The results will assist us in developing our annual risk-based audit plan, including the efficient allocation of staff resources for
completing the selected audits/projects.

o

Let us know who you are and
which area are you responsible
for:

Enter your name
Enter your title

Enter your department

Your cooperation is greatly appreciated! Thank you.

@.

Please read the survey questions
carefully, and mark the best
answer. Each questions has a
field for providing additional
information. We would
appreciate if you could please
return the survey before June 12,
2020.

A4

After we receive your completed
survey, we will review your
responses and follow up, if
necessary. The Auditor assigned
for review and follow-up is:

For any additional concerns,
please contact Steve Tuten or Lee
Montanez at extensions 5206 and
7738, respectively.




Audit Services — FY 2021 Risk Assessment Survey

Section | — Operational Risk

Provide a brief description of your area | Enter your comments here
including Strategic Initiatives, Goals
and Complexity?

Has the department (within the past 12 months): Yes | No Pr;g;lss Comments
Updated/Reviewed its written procedures? O O O Enter your comments here
Uploaded its procedures to Policy Tech? O O O Enter your comments here
Deve|0ped Key Metrics? (LISt tOp Key MetrICS) D D D Enter your comments here
gglrgtpi)cl:;t:g and fully documented all asset audits (GPS) requested by Labor N . N Enter your comments here
Outsourced any of its functions? (if yes, list outsourced functions) n n n Enter your comments here
Experienced a significant change in functions, funding, systems or O = Enter vour comments here
responsibilities? y

Determined if established controls or policies can be circumvented? n n Enter your comments here
Related to the Department’s workforce: Yes | No Comments
Has Succession Planning documentation been reviewed and/or updated over N O | Enter your comments here

the past 12 months? y

Employees are required to maintain additional licenses or certifications? O [J | Enter your comments here

Tralqlng gap reports are reviewed by Management for timely completion of N 00 | Enter your comments here

required courses?

Has employee morale improved during the past three months? O O | Enter your comments here
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Audit Services — FY 2021 Risk Assessment Survey

Rank Reason for Turnover (select all that apply):
Minimal/ Moderate | High _ JEA_ Increased. Move tp other | Undervalued/
None Retirement Uncertainty Salary/Benefits City New
Workforce turnover: Challenge
Management turnover for last 12 Click to Click to Click to Select Click to Click to
months Select Select Select Select
Employees turnover for the last 12 Click to Click to Click to Select Click to Click to
months Select Select Select Select
Possible Management/Employee Click to Click to Click to Select Click to Click to
turnover over next 12 months Select Select Select Select
Related to Business Continuity. Has the department: Yes | No Comments
Confirmed with employees contact information and duties during an emergency? [ [J | Enter your comments here
Created a plan for repair and restoration of essential services? O [d | Enter your comments here
Stress tested the plan to see how it can fail? O O Enter your comments here
Plan considers uncommon events (like a pandemic)? O O | Enter your comments here
Documented in the BCP all essential systems needs for carrying out repair and N O | Enter your comments here
restoration? y
Included a return to normal operations procedure? O [Od | Enter your comments here

Explain any effects of the COVID-19
pandemic on operations, workforce,
Business Continuity and future
projects or initiatives. Please
distinguish between short-term and
long-term effects.

Enter your comments here

Section Il — Financial Risk

Yes. Direct Activities such as energy, water & sewer construction, maintenance, generation &

Revenues
Does this department participate directly or m
indirectly in a revenue-generating activity? delivery.
O
others.

Yes. Indirect activities such as real estate, timber, records requests, fiber, pole attachments &
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Audit Services — FY 2021 Risk Assessment Survey

1 | No. Support activities such as customer care, shared services or compliance. (Skip to the
“Expense Management” section)
Effect of the COVID-19 pandemic on 1 | Major negative effect on current revenues. No negative long-term effect expected.
:2‘(:2:::;?';;"::::?::2%::t)i’(;::;e:ﬁ;'sne [] | Possible negative effect on long-term revenues. Low to moderate short-term effect.
distinguish between short-term and long-term | [] | Minimal or none
effects.
Has the department: Yes | No Pr(l'c:ass Comments
Identified and ranked current and/or future internal or external conditions O = O Enter vour comments here
that may impact revenue activities? y
géa?ttiglseg the impact to the department and organization of the revenue . O 0 Enter your comments here
Di/lscl)(r])ltored mitigating activity effectiveness in reducing revenue activities at O ] O Enter your comments here
Expense Management
Effect of the COVID-19 pandemic on O | Major increase in expenses.
expenses? Please distinguish between short- [] | Low to moderate increase in expenses.
term and long-term effects. -
[] | Minimal or none
. In-
Has the department: Yes | No Process Comments
Designed and/or implemented a plan for cost/expense control? 0 0O O Enter your comments here
Identified and estimated costs for assets in need of replacement or refurbishment in the
next year, three years and five years? O O O Enter your comments here
Aligned expenditures to the most critical business objectives, evidenced by ROI
calculations or cost benefit analysis? O O O Enter your comments here
Reduced spend on P-cards by transferring purchases to fixed price contracts/purchase O N O Enter your comments here
orders?
Actively monitored for waste, fraud or loss? 0 0 O Enter your comments here
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Audit Services — FY 2021 Risk Assessment Survey

Budget and Revenue Data

Cost Budget FY20 ($) FY21 Estimate (compared to FY20) Additig?al novenue Fy2o(s) | FY21Estimate (comparedto
Center(s) . (Ii_s%lews) FY20
Enter Cost . Enter
Center Operating | Enter Amount | [J | Increase Decrease Enter Revenue Stream Amount [ | Increase | [] | Decrease
Enter Cost . Enter
Center Capital Enter Amount | [ | Increase Decrease Enter Revenue Stream Amount [ | Increase | [ | Decrease
Enter
Enter Revenue Stream Amount [ | Increase | [] | Decrease
Has this department received federal funds
and/or grants? [ | Yes No
(if yes, list below)
Enter your comments here
Inventory / Materials
Does _the department have inventory and/or O Yes, including specialized O Yes, without specialized O | No (or minimal)
materials? items. items.

FY20 Estimated Value of

Inventory and/or Materials Enter Amount

Section lll - Compliance Risk

Has the department:

Yes

Comments

Complied with applicable Federal, State or local regulations?

Enter your comments here

Evaluated future compliance needs with proposed Federal, State or local

regulations?

Enter your comments here

Been levied fines or reprimands from Federal, State or local regulators?

Enter your comments here

Identified Agencies/Organizations that review or monitor the department?

Enter your comments here

Determined the impact of non-compliance on financial and reputational risk?

oono|a|d
Og|o|o |ojg

Enter your comments here
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Audit Services — FY 2021 Risk Assessment Survey

. Yes | No Comments

Regarding data:
Is any part of the data produced confidential? O O | Enter your comments here
A_re saf_egu_ards in place to protect confidential data from unauthorized access or O O | Enter your comments here
dissemination?
Doe§ your department use information systems not supported by Corporate o O | Enter your comments here
Applications?
Has your department conferred with JEA’s Corporate Records Retention to

. ; . O O | Enter your comments here
determine appropriate records retention for your area?
Explain any increased negative effects Enter your comments here
of the COVID-19 pandemic on
compliance and safeguarding of data?
Please distinguish between short-term
and long-term effects.

Section IV — Governance / Risk Management

Does the department: Yes | No Comments
Document its needs and requirements in a strategic plan? O O | Enter your comments here
Have adequate funding to meet the organization’s needs? O O | Enter your comments here
ggnmdpzjlits, without exception, JEAs ethics training and acceptance of the Code of ] O | Enter your comments here
Eggm;gage employees and acted on suggestions to improve productivity and O [0 | Enter your comments here
AIIo_w e_mployees to raise issues and discuss dilemmas, without the fear of O O Enter your comments here
retribution?
Does the department: Yes | No Comments
Know which Top Corporate Risks are applicable to the area? | [0 | Enter your comments here
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Audit Services — FY 2021 Risk Assessment Survey

Does the department: Yes | No Comments
Collaborate with Enterprise Risk Management in the identification, status and O O Enter vour comments here
mitigation of Top Corporate Risks? Y

Identified Key Performance Indicators (KPls) that address Top Corporate Risks? | [0 | Enter your comments here

Explain any increased negative effects Enter your comments here
of the COVID-19 pandemic on the
management and mitigation of Top
Corporate Risks. Please distinguish
between short-term and long-term
effects.

Section V- Technology

Has the Department: Yes Comments

Determined if Corporate IT systems fully support your business processes? Enter your comments here

Identified any hardware and/or software applications not supported by Corporate

IT? (if Yes, please list) Enter your comments here

Identified any planned hardware or software project for FY2021? (if Yes, please list) Enter your comments here

Identified and quantified possible financial and customer impacts of disruptive

technologies that may impact your area? (if Yes, please list) Enter your comments here

Ooooo|o
Oo|oo|alg

Developed a plan to minimize the impact of any applicable disruptive technology? Enter your comments here

Explain any increased negative effects Enter your comments here
of the COVID-19 pandemic on the
current IT systems or on any planned IT
project for FY2021? Please distinguish
between short-term and long-term
effects.

Section VI — Audit Scheduling & Additional Concerns
Please let us know of any timing issues if your business area is selected for an audit during FY2021. Also, list any requests
or concerns related to other areas within JEA.
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Audit Services — FY 2021 Risk Assessment Survey

Enter your comments here

All




HHEA

INTER-OFFICE MEMORANDUM
July 30, 2020

SUBJECT: ETHICS OFFICER QUARTERLY REPORT

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee

Marty Lanahan, Chair

John Baker

Robert Stein
BACKGROUND:

Per Ordinance 2011-197-E, JEA is required to appoint an Ethics Officer to represent the agency on
ethics matters and to participate in a citywide Ethics Coordination Council. The Finance and Audit
Committee will receive a quarterly update from the Ethics Officer.

DISCUSSION:

JEA Ethics Officer ensures information is shared and advice given regarding issues and questions.
This role manages ethical concerns for the organization and ensure compliance with business and
governmental regulations.

RECOMMENDATION:
This item is for information only.

Paul McElroy, Interim Managing Director/CEO

PEM/SVT/WMS

Ver 2.2 02/01/2014
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Ethics and Compliance Risk

#1- It’s Reputation

#2 - Trust of stakeholders

Ethics and
Compliance Risk



Elevating our Ethical Culture

1. Set Clear Expectations for what is okay and not okay
2. Modeling desired behavior

3. Reinforce the behavior you want

4. Focus on skKill building and problem solving

5. Provide the tools people need to act Provide corrective

) AN

Ethical Culture



JEA Code of Ethics

All employees have the ability to come forward with any issues
that they perceive to be contrary to JEA policies.

3 key points in the Code to remember:

1. Employees can come forward with any issue without fear of retribution,
retaliation or any other adverse actions.

2. Fostering and maintaining a culture that is ethical and free of retaliation
for reporting ethical issues.

3. Reports of retaliation will be fully investigated and handled.

Code of
Ethics



Ethical
Behavior

What we have done to reinforce Ethical behavior at JEA

Tone From the Top

Excerpt from JEA Board letter to all JEA employees on April 28t

Our collective intent is to work closely with JEA Leadership to ensure a financially successful future as
a municipally owned independent authority of the City of Jacksonville. JEA’s long history of success is
one we will build upon to become not only financially sound, but to become an economic development
driver for our region. We will do so with a continued and heightened focus on employee safety,
operational excellence and customer service. The first step in making this happen will be the selection
of a CEO to lead the organization into the next era of JEA excellence. This process begins today, with a
commitment to transparency, collaboration and efficiency. We will be searching for a CEQ that has the
values, experience and vision that align with the resounding expectations of our Board Members,
Senior Leadership, employees, City leaders and the Community at large.

While safety, operational and customer service excellence will be the focus of the board and
management team, we know that all three start and end with you, the employees of JEA. We are
committed to doing everything within our power to make sure that you have the tools you need to
perform the duties of your individual and collective jobs, and the most important tool we can give you
today is peace of mind: JEA is not for sale.



Reinforcement of Ethical behavior at JEA

e Worked with CEO to develop a JEA Code of Ethics Policy for the organization. All
Senior Team Leaders and Directors signed off on the Code by June 5.

e Elevated the Code of Conduct and placed it on the JEA Business Ethics intranet site.
e CEO expanded our JEA core values to include dignity, respect and moral character.

e Reviewed the standard annual Ethics training and solicited input from the Ethics
Representatives and management for future enhancements .

e Updated the Ethics Case Categories for the Ethics Hotline to include toxic
leadership, abusive climate, integrity, dignity & respect.

e Completed the Leadership Professional in Ethics & Compliance course and
obtained the LPEC certification on July 13t.

e Completed Third Quarter Exit Interview Report for HR Chief Human Resource Officer,
HR Directors and Chief Compliance Officer.

Ethical
Behavior



CEO Communication to SLT and ELT on June 5th

The reputation of our company is formed by each experience that customers, business partners, colleagues, and
the community have with us and each other. It is up to every employee to ensure that those experiences
demonstrate our integrity. At our company, each interaction, and each decision we make, must reflect the fact that
integrity and ethical behavior is our highest priority. Acting with uncompromised integrity and ethics is not an
option at JEA. It is a must and is expected behavior of all employees.

What was included in the communication:
«» Support From The Top

% What Is An Ethical Culture

+ Tools for An Ethical Culture

+ Everyone Is A Role Model

2NN

Ethical
Culture



JEA CEO Corner Message

Amazing team of utility professionals here now delivering exceptional services with diverse
backgrounds.

| will waste no time in working to rebuilding trust - yours and our community

| have no doubt, with your help, that in the next six months we can:

* Help the Board restore a culture of Ethics and Responsibility for Public Service.

* Help the Board restore trust and position JEA for the future.

* Help our Community by providing reassurance that their JEA is a reliable, financial healthy and safe public
utility.

* Help JEA Employees by providing them with the dignity, respect and trust they deserve and earned.

CEO Message



Most reports of allegations JEA Ethics Cases by Year

of misconduct go to
managers. 9%
80

* Hotline Reports make up only 9% of the
reports of misconduct. 70
*  64% of initial reports of misconduct go to 60

direct supervisor or managers.

* 27% of reports go to Ethics office.

H
o

w
o

* Data from 2013 National Business Ethics survey of the U.S. Workforce.
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Ethics Officer
Cases



Creating an Ethical
Culture

* Building and maintaining trust
* Highest standards of ethical
behavior

AN

Ethics Officer
Inquiries

Ethics Officer Inquiry Categories

100
= HR Issues
80 = Management
Issues
70 . Polltlca.I .
Campaigning
60
50
40
30
20
10 I I
0 I - I i :::]
Secondary
Vendor Misc
Employment
m 2018 10 1 30
W 2019 32 6 2
mYTD 2020 11 2 16

Gift

18
26
12

m 2018
m 2019
HYTD 2020

Conflicts of

Interest Conference Total
2 17 78
6 22 94
10 6 57
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Report
Ethics Advice

FY20 Reporting Categories

mQtr3
W Qtr 2
HQtr1
In Person
Email
14
Phone
7
0 2 4 6 8 10 12 14
Phone Email In Person
mQtr 3 7 8 0
W Qtr 2 5 11 4
mQtrl 7 14 1

16
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Ethical Leadership
Workshops

+» All managers with subordinates

«» Carla Miller, COJ Director of Ethics
Compliance and Oversight & Walette
Stanford, JEA Ethics Officer

++ Completed by November, 1 2020.

AN

Training and
Education

JEA BUSINESS
ETHICS

OCTOBER

ETHICS

*

*  PREVENTING CONFLICTS,

PROMOTING FAIRNESS
More on the JEA BUSINESS Ethics Page on the Grid

<

CIFTS OVER 5100 OR NOT REPORTING

ASKING FOR THINGS SECONDARY EMPLOYMENT
K20
& 4
: @Nnee
MISUSE OF TIME CONFLICTS OF INTEREST MISUSE OF POSITION
SUPPLIES OR EQUIPMENT

SUNSHINE HIRING OR PROMOTING DESTROYING PUBLIC
VIOLATIONS RELATIVLS RICORDS

IF YOU SEE SOMETHING. SAY SOMETHING
ETHICS HOTLINE 1-800-805-3569

4th Quarter
Topic
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Business Ethics What’s Next

RECOURCES
SUSTAINABILITY
ETHICS
 JEA
RESPONSIBILITY
SINCERITY
LONG-TERM

i

FY20
UPDATE

Remapping Ethics Hotline case flow chart with Forensic Audit &
Investigations.

Developing a Business Plan with Technology Services to assess
upgrading the Ethics Hotline to a newer version called EthicsPoint
to expand system functionality. By expanding our system we will be
able to get concerns reported via app and email to the hotline.

Continue to look for ways to strengthen Ethics Compliance controls
by partnering with peers in the utility industry and vendors.

Develop an Ethical culture strategy for FY21.
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FY20
UPDATE

When ethics are in disorder, or when citizens
reasonably believe they are, one should not be
surprised that disputes about ethics drive out
discussion about policies.”

POLITICAL
Dennis F. Thompson ETHICS

SAND -

PUBLIC

OrEICE

ereesis E T Twvcwssfison

14



HHEA

INTER-OFFICE MEMORANDUM
August 7, 2020

SUBJECT: ERNST & YOUNG FY2020 ANNUAL FINANCIAL AUDIT PLAN

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee

Marty Lanahan, Chair

John Baker

Robert Stein
BACKGROUND:

Auditing standards require auditors to communicate certain matters to the governing board that may assist
the Board in overseeing management’s financial reporting process.

To keep in compliance with the Finance and Audit Committee Operating Policy, a formal approval of the
annual financial audit plan is required. The formal approval demonstrates the Board has reviewed and is
in agreement with the plan. Additionally, meeting with auditors to discuss the audit plan assists the Board
in overseeing management’s financial reporting process.

DISCUSSION:

Ernst & Young (E&Y) has prepared the FY2020 annual financial audit plan. The plan outlines the scope
of their services, identifies the E&Y team that will perform the audit and presents key considerations that
will affect the FY2020 audit. E&Y has been invited to attend the August 14, 2020 Finance and Audit
Committee meeting to review and discuss the FY2020 annual financial audit scope and approach.

RECOMMENDATION:

Staff recommends that the Finance and Audit Committee and Board approve the FY2020 Annual Financial
Audit Plan.

Paul McElroy, Interim Managing Director/CEO

PEM/BJR/RJC

Ver 2.2 02/01/2014



2020 audit plan

August 14, 2020
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Executive summary: 2020 audit plan

2020 audit plan* ‘b_ Important updates* b Audit innovation*

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 December.

Audit strategy, including significant
risks identified

» Qur audit strategy, including
significant risks identified, for the
2020 audit is outlined in the Areas of
audit emphasis. Our approach is
consistent with prior years

Involvement of internal audit and
others

» We plan to use the work of the city
council auditors in selected areas of
our 2020 audit similar to previous
years. Refer to the Involvement of
Council Auditors section.

* These matters are addressed on the following pages within our presentation.

Confidential - Ernst & Young LLP

» See New GASB Pronouncements
section. No new accounting or
auditing standards affecting the
2020 audit.

Significant 2020 considerations

» Plant Vogtle
» Covid-19 Impacts

» 2019 Uniform Guidance Audit
(FEMA) and Florida Single Audit
results.

= No findings
= Unmodified opinions on
compliance

We continue to benefit from and
improve upon the digital audit
technology implemented during our
previous audits, including:

»

L
Inquiries {:.

>

Canvas client portal: Shared audit
team access to documentation to
ensure status of requests is shared;
segregated access of sensitive data
to appropriate users.

EY Helix: Executed the Revenue and
payroll expense audit programs which
resulted in a reduction of traditional
tests of details.

Trade Receivables Analyzer:
Identified key items that pose the
greatest risk of material
misstatement by analyzing
aggregated accounts receivable
transactions.

Inquiries of the audit committee are
intended to assess the awareness of
important matters pertaining to the
audit.

Note: This report is intended solely for the information and use of the those charged with governance, Board of
Directors and management. It is not intended to be, and should not be, used by anyone other than these
specified parties.

© ®

JEA 2020 audit plan | 1




COVID-19: power and utilities risk factors and audit considerations

Effects on
the business

Account-
specific risk
factors

Confidential - Ernst & Young LLP

Demand. There has been an overall fall in demand, as economies
slow due to social distancing and lockdown policies. A 3% to 15%
reduction of peak demand and energy use is anticipated. Load
shapes are largely unchanged with the reduction in magnitude.

- Fall in commercial and industrial demand has been mitigated to
some extent by increased residential demand.

- Impact has been less marked in gas, where residential is a
higher proportion of overall demand.

Operations. Utilities have maintained supply by sequestering
control center staff, utilizing backup control centers and introducing
working from home where possible.

— Supply chains are under growing pressure, with utilities facing
issues in accessing equipment and supplies.

Customers. Many are in financial distress as a result of
economic turmoil.

- Utilities are responding by, e.g., suspending
disconnections and waiving late payment
and reconnection fees.

Regulation. Regulatory recovery may vary, in
nature and extent, by jurisdiction.

Fixed assets and impairments/carrying value
of noncurrent assets. Noncurrent assets
(including intangibles) may not generate future
value sufficient to support carrying values in the
face of falling demand. In particular, the potential
exists for stranded costs/assets, absent regulatory
relief.

Revenue recognition. Unmetered or unbilled revenue

already typically requires significant estimation or manual
intervention; inability to perform up-to-date meter reads is likely to
increase the level of judgment involved. Rate relief for additional
expenses may be required.

Debtors. Financial stress on customers may increase levels of bad
debt. Impacts of deferred payment policies (varying by geography)
that have been introduced to protect vulnerable customers will have
to be considered.

Cost of sales/commodity management. Hedging approach and
supporting framework and governance to manage net commodity
positions may have had to change in response to the crisis.

Disclosures. Additional explanatory disclosures are likely to be

required to cover the unique circumstances related to the pandemic.

Overall risk

factors

Four areas to

consider for
COVID-19

Considerations
impacting our
audit

Executive
summary

Changing pattern of operating costs:

—~ Employee costs: Increased cost base due to changing shift
patterns, need for overtime, sequestration of staff, introduction
of remote working

Welfare costs: Provision of personal protective equipment (PPE)
and mental health initiatives

— IT costs: Additional infrastructure required to support distributed
workforce

~ Repairs and maintenance: R&M schedules flexed in order to
maintain service; disruption to supply chains

Pressure on balance sheet. Liquidity risks in the face of reduced
cash flow from customers.

Implications of evolving government policies and regulatory
decisions. Issues include access to job protection measures (e.g.,
furloughing initiatives); evolving approaches to late payment

and disconnections; and potential recovery mechanisms.

Capex plans shifting. Nonessential projects are typically being
deferred as resources are devoted to service continuity.

Planned audit approach. Itis likely that risk assessment and
proposed responses to identified risks will need to be revisited.

New disclosures. Nonstandard amounts or disclosures may be
added to the financial statements, in which case additional work,
outside our normal scope, may be needed.

Audit evidence. There may be a need to assess whether
alternative evidence offered is appropriate and sufficient. Internal
control may be affected by factors such as remote work locations,
furloughs of staff, etc., so auditors must consider whether
alternative work is necessary, and which alternative audit
procedures they can carry out. Deferred costs may require proof of
regulatory approval.

Going concern. Given the current uncertainty and volatility, utilities
and their auditors may need to consider reporting on material
uncertainties. In particular, attention will need to be paid to whether
the business has access to sufficient liquidity and can remain
solvent through the period of public health restrictions and beyond.

Governance. Sufficient contact with the audit committee will be
needed to ensure complete and informed communication on
modified audit reports.

JEA 2020 audit plan | 2




Client service team

JEA
IT Integrated Audit
Ryan Wilder .
. : John Di Santo Lou Roberts
Managing Director Managing Director Independent Reviewer

Alex Perez
Senior

Tara Petrucci
Senior Manager

Manager

Other Auditors

Taylor Wiseman ) )
Audit Senior ) Council Auditors Staff

((0N))

Jessica Stephens
EY Audit Staff

Confidential - Ernst & Young LLP JEA 2020 audit plan | 3




2020 audit
plan

g

i i’
1 F
A Executive
Summary
. = i 2 % L




2020 audit plan: Areas of audit emphasis

Our audit procedures emphasize testing those processes, 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 to address specific areas of emphasis is detailed in Appendix A.

Areas of audit emphasis

» Revenue » Other post retirement benefits liabilities (OPEB) ¥

» Asset retirement obligations (SJRPP Decommissioning) ¢ » Pension accounting, including valuation of pension assets ¥
» Regulatory accounts > Investments ¥

» Risk of management override of controls ® » Capital assets

» Derivative instruments and hedging activities ®

@ We will utilize the assistance of internal EY valuation subject-matter professionals in performing our procedures.

® Professional standards require that we consider the risk of management override of controls to be a significant risk on all audits. Our audit procedures, including our journal entry testing, are
designed to be responsive to this risk.
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2020 audit plan: Involvement of Council Auditors

As required by AICPA standards, we have evaluated the competence and objectivity of the Jacksonville City Council auditors
("Council Auditors™) and its application of a systematic and disciplined approach, including its quality control processes. We have also
considered whether, and to what extent, we can use the work of the Council Auditors in our 2020 audit. We have discussed with the
Council Auditors their 2020 audit involvement. We expect the Council Auditors to provide assistance consistent with previous audits.
The table below represents the areas where we plan to use the Council Auditors in the 2020 audit.

We will work with Council Auditors in a direct assistance model, which involves us performing:
-Direction and supervision
-Detailed review of working papers
-Reperforming their work on a test basis

Areas/significant class of transactions where EY is planning to use the work of the Council Auditors

» Test of transactions

» Substantive procedures for certain audit areas (including cash and investments, AR, capital assets, AP, taxes)
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Important Updates : New GASB Pronouncements

Effective for Fiscal
Year Ending

GASB Pronouncement

GASB Statement No. 84, Fiduciary
Activities

GASB Statement No. 87, Leases

GASB Statement No. 89,
Accounting for Interest Cost
Incurred Before the End of a
Construction Period

Confidential - Ernst & Young LLP

September 30, 2021

September 30, 2022

September 30, 2022

Description

Requires fiduciary activities to be presented in the financial
statements (separate funds). Affects SJRPP pension plan
and JEA OPEB plan.

Requires all leases to be recorded as assets and liabilities
on the balance sheet. (Note certain purchase power
agreements are specifically excluded).

Requires that all interest cost incurred on long-term debt
borrowing during the period of construction to be expensed,
rather than capitalized. Requires retroactive application.
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Important Updates : New GASB Pronouncements

GASB Pronouncement

GASB Statement No. 90, Majority
Equity Interests

GASB Statement No. 91, Conduit
Debt Obligations

GASB Statement No. 92, Omnibus
2020

Confidential - Ernst & Young LLP

Effective for Fiscal
Year Ending

September 30, 2021

September 30, 2023

September 30, 2022

Description

Requires that majority equity interests be reported as either
an investment following the equity method or a component
unit depending on the facts and circumstances. JEA will
need to evaluate its investment in TEA and any other
majority equity interests to determine if any accounting
changes will be warranted.

Clarifies definition of conduit debt, establishes that conduit
debt is not an obligation of the issuer, requires the third-party
obligor to record the liability for the debt and requires
additional footnote disclosures.

This Statement establishes accounting and financial
reporting requirements for specific issues related to leases,
intra-entity transfers of assets, postemployment benefits,
government acquisitions, risk financing and insurance-
related activities of public entity risk pools, fair value
measurements, and derivative instruments. The
requirements of this Statement apply to the financial
statements of all state and local governments.
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Important Updates : New GASB Pronouncements

GASB Pronouncement

GASB Statement No. 93,
Replacement of Interbank Offered
Rates

GASB Statement No. 94, Public —
Private and Public — Public
Partnerships and Availability
Payment Arrangements

GASB Statement No. 95,
Postponement of Effective Dates
of Certain Authoritative Guidance

Confidential - Ernst & Young LLP

Effective for Fiscal
Year Ending

September 30, 2022

September 30, 2023

September 30, 2020

Description

This Statement establishes accounting and financial
reporting requirements related to the replacement of IBORs
in hedging derivative instruments and leases. It also
identifies appropriate benchmark interest rates for hedging
derivative instruments. The requirements of this Statement
apply to the financial statements of all state and local
governments.

This Statement establishes standards of accounting and
financial reporting for PPPs and APAs for governments. The
requirements of this Statement apply to financial statements
of all state and local governments.

The primary objective of this Statement is to provide
temporary relief to governments and other stakeholders in
light of the COVID-19 pandemic. This Statement extends the
effective dates of certain accounting and financial reporting
provisions in Statements and Implementation Guides that
were first effective for reporting periods beginning after June
15, 2018. The requirements of this Statement apply to the
financial statements of all state and local governments.
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Important Updates : New GASB Pronouncements

Effective for Fiscal

Year Ending Description

GASB Pronouncement

GASB Statement No. 96, September 30, 2023 Provides accounting guidance on subscription-based
Subscription — Based Information information technology arrangements (“SB ITAs”), such as
Technology Arrangements cloud computing arrangements. Requires recognition of a

right-to-use asset and a corresponding liability for SB ITAs,
and requires expensing of certain costs associated with SB

ITAs.
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Areas of audit emphasis

Area of emphasis Summary of planned audit procedures

Revenue

JEA recognizes revenues for estimated services provided by 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 calculationis 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.

Confidential - Ernst & Young LLP

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

Through the use of data analytics we will analyze 100% of the revenue
data within the general ledger and perform a correlation analysis
between revenue, AR and cash
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Areas of audit emphasis

Area of emphasis Summary of planned audit procedures

Regulatory 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, SUJRPP and Bulk Power
systems pursuant to 3rd party agreements, and generally relate to the
timing differences between recognition of capital asset and other costs
(depreciation), amounts collected in rates to cover debt service
requirements and pension and OPEB costs.

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.

Confidential - Ernst & Young LLP

Test approval of any new regulatory assets/liabilities

Verify that amortization and expense recognition are consistent with
rate recovery

Vouch significant activity
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

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

JEA 2020 audit plan | 15




Areas of audit emphasis

Area of emphasis Summary of planned audit procedures

Asset retirement obligations (SJRPP and Scherer Decommissioning)

In accordance with GASB 83, JEA records an asset retirement obligation » We will engage and work with EY internal specialists to assist the

liability that represents their best estimate of the current value of outlays
expected to be incurred and is offset by a deferred outflow.

» Disclosurerequirementsinclude:
e General description of AROs and related assets
»  Methods/assumptions used

e Any restricted assets set aside for ARO

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 applicable GASB 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

audit team with the review of assumptions and other inputs used in
order to estimate JEA's ARO liability as of year end.

As part of our review of the financial statements we will assess any
required disclosures in accordance with GASB 83.

We will obtain and inspect the annual asset retirement obligation roll
forward and perform substantive procedures over material activity
within the balance.

We will review the actuary’s report and ensure that disclosures,
Required Supplementary Information, and funding for the OPEB
liability are in accordance with requirements of GASB 75.

We will review significant assumptions used by the actuary for
reasonableness and test data provided by JEA used in the actuary's
calculations.

We will engage and work with EY internal specialists to assist the
audit team with the review of the actuarial assumptions used in order
to estimate JEA's OPEB liability as of year end.

We will audit Plan assets held by the Florida Municipal Pension Trust
Fund for JEA's OPEB trust.

We will review the note disclosure and Required Supplementary
Information to ensure it is complete and accurate.
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Areas of audit emphasis

Area of emphasis Summary of planned audit procedures

Pension plan accounting and reporting - COJ Plan

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

Pension plan accounting and reporting - SJRPP Plan

In accordance with GASB 68 JEA is required to record a liability for its
unfunded pension obligations for the frozen 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).

Confidential - Ernst & Young LLP

Review actuary reports for reasonableness of assumptions and
methodology

Obtain audited 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,
the Plan’s auditors.

Census data testing for JEA plan participants

Assess reasonableness of required disclosures

Review actuary reports for reasonableness of assumptions and
methodology

Obtain actuary's reports and procedures performed by plan auditors
Census data testing for JEA plan participants
Assess reasonableness of required disclosures

Substantively test plan assets

Assess estimation uncertainty for significant classes of securitiesin
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

Evaluate GASB 72 fair market value disclosures
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Areas of audit emphasis

Area of emphasis Summary of planned audit procedures

Capital assets

Property and equipment is carried at historical cost. Depreciationis
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
indicator or change in circumstance affecting the value of the asset has
occurred, JEA would evaluate the need for an impairment charge by
determining whether the carrying value is recoverable based on expected
future cash flows of the asset. The assets are reduced to reflect their fair
value if they are determined to be unrecoverable.

Plant Vogtle

Management will continue to monitor the developments of the nuclear
power plant construction at Plant Vogtle to evaluate the possible impact
on JEA's financial statements including any possible contingent liabilities
and required disclosures.

Confidential - Ernst & Young LLP

Review items capitalized to determine whether they should be
capitalized versus expensed

Test selection of assets added, retired, and disposed of during the fiscal
year

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 changein
circumstance potentially affects the value of an asset

If applicable, test impairment computations and disclosures

As part of our procedures we will continue to inquire of management
and legal counsel and evaluate the possible impact on JEA's financial
statements including possible contingent liabilities and required
disclosures
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L
2020 EY services

Services and deliverables

Audit and audit- » Express an opinion on, and report to the Finance and Audit Committee, the results of our audit of:
related services > 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 Office's Government Auditing Standards.
» Provide negative assurance on JEA's Electric System, Water and Sewer System, Bulk Power Supply,
and St. John's River Power Park System schedules of debt service coverage
» Other reports:
> Issue a report on internal control over financial reporting and on compliance with certain
provisions of laws, regulations, contracts, and grants and other matters in accordance with
Government Audit Standards.
» 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
> Issue a report on compliance with each major state financial assistance project and report on
internal control over compliance and report on schedule of expenditures of state financial
assistance required by Chapter 10.550, Rules of the Auditor General
> 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 » Prepare a schedule of findings and questioned costs pursuant to the Uniform Guidance and Chapter
10.550 Rules of the Auditor General

» Issue a summary results report to the Audit Committee
» Provide comfort and consent letters for bond offerings, if applicable
» Provide agreed upon procedures reports related to FDEP and others, if applicable
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Inquiries

Inquiries of the audit committee are intended to assess the awareness of important matters pertaining to the audit, including:
» 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.

» Your awareness of tips or complaints regarding JEA's financial reporting (including those received through the “whistleblower”
program), other matters relevant to the audit (such as violations or possible violations of laws or regulations) or any significant
unusual transactions.

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

» Your understanding of relationships and transactions with related parties that are significant to JEA and any concerns related to
those relationships or transactions.
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Peer Review
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Required communications

» Terms of the audit engagement, Refer to the engagement letter.
including the objective of the audit, the
auditor’'s responsibilities under generally
accepted auditing standards and
management’s responsibilities

» Overall planned scope and timing of the Refer to the executive summary and areas of
audit, and significant risks identified and | emphasis for additional information.
any changes thereto

» Significant issues discussed with There are no matters to communicate.
management in connection with the
auditor’s initial appointment or recurring

retention

» Independence matters None.

» Inquiries regarding: Inquiries regarding these matters are to be
~ Risks of material misstatement performed at this meeting.

- Fraud and noncompliance with laws
and requlations (illegal acts)

— Related-party relationships and
transactions

As required, provided above is a summary of required communications between the audit team and those charged
with governance, as required by AICPA Clarified US Auditing Standard (AU-C) 260, The Auditor’s Communication
With Those Charged With Governance, and other applicable auditing standards.
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Business insights: rethinking strategy,

enabling innovation

Today's products and services can become obsolete overnight. Conventional
strategic planning processes are no longer robust enough, as companies
must also strive to keep tabs on disrupters that present both threats and

opportunities.

Three things organizations can do
to help secure a future in the age
of disruption

Disrupt before you are disrupted.

Use demographic, environmental, social and
other megatrends as prompts for evaluating
potential strategic opportunities and risks. Have
ongoing discussions with management

to constantly review the company’s strategy and
innovation initiatives.

Q Develop a road map for growth. Consider
the four drivers of long-term growth the
Embankment Project for Inclusive Capitalism
identified: talent, innovation and consumer
trends, society and the environment, and
corporate governance.

Q Bring the outside in. Consult with customers,
suppliers, investment analysts, regulators,
academics and others to challenge internal
biases and incorporate external perspectives
into the strategic planning process.
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Questions to consider

» How often and when do the

board and JEA management
discuss strategic issues,
especially the interplay
between short- and long-term
objectives?

What is the role of JEA
management and the board in
determining the mix, scope
and risk level of your
organization's innovation
efforts?

Are developing industry
trends being considered and
what-if exercises performed
to scope out the near- and
long-term implications?




EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a globalleaderin assurance, tax, transactionand 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
criticalrole in building a better working world for our people, for
our clients and for our communities.

EY refersto the global organization, and may refer to one or more,
of the member firms of Ernst & Young Global Limited, each of
whichis 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 & YoungLLP s a client-serving member firm of
Ernst & Young Global Limited operatingin 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 a 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 audits starts with our 60,000 assurance
professionals, who have the breadth of experience and ongoing
professional development that come 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 knowledge to address
your specificissues. All teams use our Global Audit Methodology
and latest audit tools to deliver consistent audits worldwide.

© 2020 Ernst & Young LLP.
All Rights Reserved.



INTER-OFFICE MEMORANDUM
August 5, 2020

ELECTRIC SYSTEM AND WATER AND SEWER SYSTEM RESERVE

SUBJECT: FUND QUARTERLY REPORT
FROM: Paul E. McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee
Marty Lanahan, Chair
John Baker
Robert Stein
BACKGROUND:

At the May 7, 2012 Finance and Audit Committee meeting, JEA staff presented schedules reflecting
historical and projected activity in JEA’s Electric System and Water and Sewer System unrestricted and
restricted fund balances. Many of these reserves are required under the respective System’s bond
resolutions or under Board approved policies such as Pricing Policy or Debt Management Policy. JEA
staff also stated that these schedules would be provided to the JEA Board on a quarterly basis beginning
August 2012.

DISCUSSION:
Attached are the reserve fund schedules referenced above for the period ending June 30, 2020.

RECOMMENDATION:
No action required; provided for information only.

Paul E. McElroy, Interim Managing Director/CEO

PEM/BJR/JEO/THM

Ver 2.2 02/01/2014



Quarterly
Reserve
Report

For the Third Quarter Ending
June 2020




Electric System and Water & Sewer System Reserve and Fund Balances (1)

For the Years Ending September 30
(In Thousands of Dollars)

Actual Actual Actual Projected
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Detail
2017 2018 2019 2020 Page #
Unrestricted
Operations/Revenue Fund S 54,800 $ 85,482 $ 34,611 $ 44,542
Debt Management Strategy Reserve - - - -
Self Insurance Reserve Fund
e  Property 10,000 10,000 10,000 10,000 3
e  Employee health insurance 9,214 8,138 11,210 10,852 4
Rate Stabilization
e  Fuel 131,716 74,376 47,152 81,912 5
e  DSM/conservation 3,695 3,470 4,363 4,924 6
e  Environmental 36,417 42,163 25,632 18,558 7
e Debt Management 29,884 29,884 29,884 - 8
e Non-Fuel Purchased Power 25,189 53,493 56,870 37,434 9
Environmental 17,672 16,818 16,568 16,568 10
Customer Deposits 42,105 44,242 44,785 44,580 11
Total Unrestricted 360,692 368,066 281,075 269,370
Days of Cash on Hand (2) 234 218 146 166
Days of Liquidity (3) 337 316 308 345
Restricted
Debt Service Funds (Sinking Funds) 167,087 159,656 145,520 86,107 12
Debt Service Reserve Funds 60,582 60,582 60,582 50,994 13
Renewal and Replacement Funds/OCO 201,368 189,922 81,964 102,343 14
Environmental Fund [Capital Projects] - - - 687 15
Construction Funds - 203 - - 16
Total Restricted 429,037 410,363 288,066 240,131
Total Electric System S 789,729 $ 778,429 $ 569,141 $ 509,501

Water and Wastewater System

Unrestricted

Operations/Revenue Fund S 69,232 $ 43,461 S 44,479 S 28,045
Rate Stabilization
e Debt Management 14,209 14,209 14,209 - 17
e  Environmental 5,214 12,914 15,687 21,822 18
Customer Deposit 15,086 15,616 16,289 17,079 19
Total Unrestricted 103,741 86,200 90,664 66,946
Days of Cash on Hand (2) 496 434 186 171
Days of Liquidity (3) 596 527 334 347
Restricted
Debt Service Funds (Sinking Funds) 82,208 81,241 80,775 43,772 20
Debt Service Reserve Funds 107,488 102,850 63,441 58,227 21
Renewal and Replacement Funds 150,319 141,415 48,796 29,693 22
Environmental Fund [Capital Projects] 1,839 1,159 1,891 1,346 23
Construction Funds 15 284 28,968 24,412 24
Total Restricted 341,869 326,949 223,871 157,450
Total Water & Sewer System S 445,610 S 413,149 $ 314,535 S 224,396

(1) This report does not include Scherer, SIRPP, DES or funds held on behalf of the City of Jacksonville.
(2) Days of Cash on Hand includes R&R Fund in the cash balances, and includes the Contribution to the City of
Jacksonville General Fund with the Operating Expenses net of Depreciation.
(3) Days of Liquidity includes R&R Fund in the cash balances, and includes the Contribution to the City of Jacksonville
General Fund with the Operating Expenses, net of Depreciation. Revolving credit facility is allocated between
Electric and Water & Sewer Systems based on their portion of the Operating Expenses, net of Depreciation.
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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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Electric System Self Insurance - Property

For the Third Quarter Ending June 30, 2020
JEA's self-insurance fund is for catastrophic damage to JEA’s electric lines (transmission and distribution) caused by the perils of

Definitions hurricanes, tornadoes, and ice storms. This fund was established in October, 1992, as an alternative to JEA’s procurement of commercial

and Goals property insurance.

Current Activity Projected Activity

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 10,000 S 10,000 S 10,000 S 10,000 S 10,000
Additions:

Contributions

Sub-total $ - $ - $ - $ - $ -
Withdrawals
Ending Balance S 10,000 S 10,000 S 10,000 S 10,000 S 10,000
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 10,000 S 10,000 S 10,000 S 10,000 S 10,000
Additions:

Contributions - - - -

Sub-total S - S - S - $ - S -

Withdrawals

Sub-total $ - $ - $ - $ - S -
Ending balance S 10,000 S 10,000 S 10,000 S 10,000 S 10,000

Millions
o o
N =

2015 2016 2017 2018 2019

e Reserve/Fund Authorization: Budget Appropriation.
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Electric System Self Insurance - Employee Health Insurance

For the Third Quarter Ending June 30, 2020

This reserve fund is a requirement under Florida Statute 112.08 that requires self insured government plans to have enough money in
Definitions 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.

Current Activity Projected Activity

and Goals

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 10,224 S 11,210 S 11,210 S 10,852 S 8,778
Additions:
Employee Contributions 1,627 4,902 6,863 7,000 7,140
Retiree & Other Contributions 1,967 5,484 7,678 7,831 7,988
Employer Contributions 4,723 14,215 21,361 17,200 21,572
Sub-total S 8,317 S 24,601 S 35,902 S 32,031 $ 36,700
Withdrawals:
Payments for Claims 6,703 22,692 33,908 31,683 34,205
Actuary & Other Payments 352 1,633 2,352 2,422 2,495
Sub-total S 7,055 S 24,325 S 36,260 S 34,105 S 36,700
Ending Balance S 11,486 S 11,486 S 10,852 S 8,778 S 8,778

2015 2016 2017 2018 2019
Opening Balance S 10,749 S 10,937 S 11,179 S 9,214 S 8,138
Additions:
Employee Contributions 5,447 5,460 5,862 6,158 6,423
Retiree & Other Contributions 5,141 5,694 6,443 7,273 8,270
Employer Contributions 22,220 24,231 19,004 18,378 20,662
Sub-total S 32,808 S 35,385 S 31,309 $ 31,809 S 35,355
Withdrawals:
Payments for Claims 30,408 32,946 30,994 30,933 29,860
Actuary & Other Payments 2,212 2,197 2,280 1,952 2,423
Sub-total S 32,620 S 35,143 S 33,274 S 32,885 S 32,283
Ending balance S 10,937 S 11,179 S 9,214 S 8,138 S 11,210
14
2
2
=1
5 3

2015 2016 2017 2018 2019

Maximum Balance: 12,860 Average Balance: 10,035
Minimum Balance: 6,922

o Self Insurance for Employee Health Insurance began in July 2009.
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Electric System Rate Stabilization - Fuel Management

For the Third Quarter Ending June 30, 2020

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

and Goals 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 (i) the maximum
fiscal year fuel cost in the preceding five fiscal years or (ii) the projected fiscal year 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.

Definitions

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 67,874 S 47,152 S 47,152 S 81,912 S 117,418
Additions:
Contributions 6,884 27,713 48,427 35,506 11,800
Sub-total S 6,884 S 27,713 S 48,427 S 35,506 S 11,800
Withdrawals:
Withdrawals 13,560 13,667 13,667 0 0
Sub-total $ 13,560 S 13,667 S 13,667 S - S -
Ending Balance S 61,198 S 61,198 S 81,912 S 117,418 S 129,218
Historical Activity
2015 016 2017 2018 2019
Opening Balance S 105,457 S 150,742 S 180,115 S 131,716 S 74,376
Additions:
Contributions 95,224 85,979 2,845 11,597
Sub-total S 95,224 S 85,979 S 2,845 S - S 11,597
Withdrawals:
Withdrawals 51,244 57,340 38,821
Fuel Rebate Credit 49,939 56,606
Sub-total $ 49,939 S 56,606 S 51,244 S 57,340 S 38,821
Ending balance S 150,742 S 180,115 S 131,716 S 74,376 S 47,152
200
2
S
s

2015 2016 2017 2018 2019

Maximum Balance: 182,960 Average Balance: 111,704
Minimum Balance: 36,191

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.
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ctric System Rate Stabilization - Demand Side Management (DSM)

Definitions

and Goals

For the Third Quarter Ending June 30, 2020

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.

Current Activity Projected Activity

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 4,616 S 4,363 4,363 4,924 5,675
Additions:

Contributions 1,607 4,614 6,618 7,174 6,619

Sub-total S 1,607 S 4,614 6,618 7,174 6,619
Withdrawals:

Withdrawals 1,268 4,022 6,057 6,423 6,598

Sub-total S 1,268 S 4,022 6,057 6,423 6,598

Ending Balance S 4,955 S 4,955 4,924 5,675 5,696

Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 3,570 S 2,886 3,515 3,695 3,470
Additions:
Contributions 7,059 7,232 6,685 7,088 7,042
Sub-total S 7,059 S 7,232 6,685 7,088 7,042
Withdrawals:
Withdrawals 7,743 6,603 6,505 7,313 6,149
Sub-total S 7,743 S 6,603 6,505 7,313 6,149
Ending balance S 2,886 S 3,515 3,695 3,470 4,363
5
2
S
s

2015

Maximum Balance:
Minimum Balance:

4,793
2,848

2016

2017

Average Balance:

2018

3,757

2019

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

For the Third Quarter Ending June 30, 2020

The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals shall be
Definitions 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.

Current Activity Projected Activity

and Goals

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 22,717 S 25,632 $ 25,632 S 18,558 $ 11,026
Additions:
Contributions 1,843 5,238 7,421 7,814 7,320
Sub-total S 1,843 S 5,238 S 7,421 S 7,814 S 7,320
Withdrawals:

Withdrawals 2,512 8,822 14,495 15,346 7,597
Ending Balance S 22,048 S 22,048 S 18,558 S 11,026 S 10,749
Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 16,639 S 23,430 S 29,975 S 36,417 S 42,163
Additions:
Contributions 7,586 7,700 7,384 7,572 7,578
Sub-total S 7,586 S 7,700 S 7,384 S 7,572 S 7,578
Withdrawals:
Withdrawals 795 1,155 942 1,827 24,109
Sub-total S 795 S 1,155 S 942 S 1,827 S 24,109
Ending balance S 23,430 S 29,975 S 36,417 S 42,163 S 25,632
50
2
o
= 45
=
40
35
30
25
20
15
10
5
2015 2016 2017 2018 2019
Maximum Balance: 47,018 Average Balance: 32,694
Minimum Balance: 17,155

® Rate Stabilization Fund for Environmental began in June 2010.
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System Rate Stabilization - Debt Management

For the Third Quarter Ending June 30, 2020

The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which deposits or withdrawals shall be made
Definitions as set forth in the current annual budget or an amount otherwise determined by an authorized officer of JEA. 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. Funds used in
October 2019 for defeasance of debt.

Current Activity Projected Activity

and Goals

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S - S 29,884 S 29,884 S - S -
Additions:
Contributions - -
Sub-total $ - S - $ - $ - S -
Withdrawals:
Withdrawals - 29,884 29,884
Sub-total S - S 29,884 S 29,884 S - S -
Ending Balance $ - S - S - S - $ -
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 42,126 S 42,126 S 42,126 S 29,884 S 29,884
Additions:
Contributions
Sub-total $ - S - $ - $ - $ -
Withdrawals:
Withdrawals 12,242
Sub-total $ - S - $ 12,242 $ - $ -
Ending balance S 42,126 S 42,126 S 29,884 S 29,884 S 29,884
., 50
[=4
S
s s

2015 2016 2017 2018 2019

Maximum Balance: 42,126 Average Balance: 33,902
Minimum Balance: -

® Rate Stabilization Fund for Debt Management began in May 2009. Funds used for defeasances in October 2019.
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Electric System Rate Stabilization - Non-Fuel Purchased Power

For the Third Quarter Ending June 30, 2020

The Electric System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which deposits or withdrawals shall be made
Definitions 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
and GOB'S 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.

Current Activity Projected Activity

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 47,515 S 56,870 S 56,870 S 37,434 S 933
Additions:

Contributions - -

Sub-total $ - $ - $ - S - $ -
Withdrawals:

Withdrawals 4,679 14,034 19,436 36,501 933
Ending Balance S 42,836 S 42,836 S 37,434 S 933 S -
Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 12,000 S 38,000 S 34,400 S 25,189 S 53,493
Additions:
Contributions 26,000 40,000 17,566
Sub-total S 26,000 S - S - S 40,000 S 17,566
Withdrawals:
Withdrawals 3,600 9,211 11,696 14,189
Sub-total S - S 3,600 S 9,211 S 11,696 S 14,189
Ending balance S 38,000 S 34,400 S 25,189 S 53,493 S 56,870
70
2
S
S 60

2015 2016 2017 2018 2019

Maximum Balance: 58,436 Average Balance: 32,709
Minimum Balance: 12,000

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

For the Third Quarter Ending June 30, 2020

This reserve represents the initial amounts collected from the Electric System Environmental Charge and will be deposited until the
Definitions balance in this reserve equals the balance in the environmental liability account. Withdrawals from this account will represent payments

and Goals for these liabilities.

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 16,568 S 16,568 S 16,568 S 16,568 S 16,068
Additions:
Contributions - -
Sub-total $ - $ - $ - $ - $ -
Withdrawals:

Withdrawals - - 500 5,000
Ending Balance S 16,568 S 16,568 S 16,568 S 16,068 S 11,068
Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 18,662 S 18,662 S 18,556 S 17,672 S 16,818
Additions:
Contributions
Sub-total $ - $ - $ - $ - $ -
Withdrawals:
Withdrawals 106 884 854 250
Sub-total S - S 106 S 884 S 854 S 250
Ending balance S 18,662 S 18,556 S 17,672 S 16,818 S 16,568
25
2
S
S
20

15
10
5
2015 2016 2017 2018 2019
Maximum Balance: 18,662 Average Balance: 17,948
Minimum Balance: 16,568

® The Environmental Reserve began in FY 2008.
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Electric System Customer Deposits

For the Third Quarter Ending June 30, 2020

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

Current Activity Projected Activity

and Goals

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 44,338 S 44,785 S 44,785 S 44,580 S 45,814
Additions:
Net Customer Activity 118 226 350 1,234 1,305
Sub-total S 118 S 226 S 350 S 1,234 S 1,305
Withdrawals:
Net Customer Activity 429 984 555
Ending Balance S 44,027 S 44,027 S 44,580 S 45,814 S 47,118
Historical Activity
2015 2016 017 2018 2019
Opening Balance S 42,688 S 42,389 S 41,084 S 42,105 S 44,242
Additions:
Net Customer Activity 1,021 2,137 543
Sub-total S - S - S 1,021 S 2,137 S 543
Withdrawals:
Net Customer Activity 299 1,305
Sub-total S 299 S 1,305 S - S - S -
Ending balance S 42,389 S 41,084 S 42,105 S 44,242 S 44,785
45
2
S
S

2015 2016 2017 2018 2019

Maximum Balance: 44,795 Average Balance: 42,890
Minimum Balance: 41,084

ervations
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Electric System Debt Service Sinking Fund

For the Third Quarter Ending June 30, 2020

- JEA is required monthly to fund from revenues an amount equal to the aggregate of the Debt Service Requirement for senior and
Definitions subordinated bonds for such month into this account. On or before such interest payment date, JEA shall pay out of this account to the

and Goals paying agents the amount required for the interest and principal due on such date.
Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 56,536 S 145,520 S 145,520 S 86,107 S 83,335
Additions:
Revenue Fund Deposits 28,654 88,791 116,950 120,699 109,311
Sub-total $ 28,654 S 88,791 S 116,950 $ 120,699 S 109,311
Withdrawals:
Principal and Int Payments 27,007 176,128 176,363 123,471 124,471
Sub-total S 27,007 S 176,128 S 176,363 S 123,471 S 124,471
Ending Balance S 58,183 S 58,183 S 86,107 S 83,335 S 68,175
Historical Activity
2015 016 2017 2018 2019
Opening Balance S 120,458 S 134,927 S 136,232 S 167,087 S 159,656
Additions:
Revenue Fund Deposits 181,006 177,847 209,450 201,359 186,135
Sub-total $ 181,006 S 177,847 S 209,450 S 201,359 S 186,135
Withdrawals:
Principal and Int Payments 166,537 176,542 178,595 208,790 200,271
Sub-total $ 166,537 S 176,542 S 178,595 $ 208,790 S 200,271
Ending balance S 134,927 S 136,232 S 167,087 S 159,656 S 145,520
175
2
S
S 150

125

100

2015 2016 2017 2018 2019

Maximum Balance: 167,087 Average Balance: 77,699
Minimum Balance: 9,945

o September 30th ending balances are used to pay the October 1st interest and principal payments.

o This report does not include any Scherer debt service sinking funds.

o 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).

® Projections are based on the debt outstanding as of June 30, 2020.
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Electric System Debt Service Reserve Account

For the Third Quarter Ending June 30, 2020

This reserve will be funded, maintained and held for the benefit of bondholders as specified in the Supplemental Resolution authorizing the
Definitions 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.

Current Activity Projected Activity
2020

and Goals

(In Thousands) Quarter-End Year -to-Date 2021 2022
Opening Balance S 53,949 S 60,582 S 60,582 S 50,994 S 50,994
Additions:

Proceeds from Bonds

Sub-total S - $ - $ - $ - $ -

Withdrawals:

Release to Refunding Defeasance 2,955

Release for STAR Plan Defeasance 6,633 6,633
Ending Balance S 53,949 $ 53,949 S 50,994 S 50,994 $ 50,994

Historical Activity
2015 2016 017 2018 2019

Opening Balance S 64,841 $ 64,595 S 60,582 S 60,582 S 60,582
Additions:

Proceeds from Bonds

Sub-total $ - S - $ - $ - $ -

Withdrawals:
Release to Revenue Fund 246 4,013

Sub-total S 246 S 4,013 $ - $ - $ -
Ending balance $ 64,595 $ 60,582 $ 60,582 $ 60,582 $ 60,582

Millions

2015 2016 2017 2018 2019

Maximum Balance: 64,841 Average Balance: 61,166
Minimum Balance: 53,949

o This report does not include any Scherer debt service reserves.
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Electric System Renewal and Replacement (R / Operating Capital Outlay (OCO)

For the Third Quarter Ending June 30, 2020

Pursuant to the bond resolution and Article 21 of the City of Jacksonville Charter, JEA is required to deposit from the revenue fund
Definitions annually an amount for Renewal and Replacement of system assets. According to the bond resolutions the amount is equal to the

and Goals 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. In addition, as a
portion of the base rate, JEA will recover from current revenue a formula driven amount for capital expenditures known 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.

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 57,492 S 81,964 S 81,964 S 102,343 S 110,943
Additions:
R&R/OCO Contribution 71,833 172,643 247,955 235,053 193,999
Transfers betw Capital Fds
Other 1,643 8,290 5,990 12,975 8,705
Sub-total S 73,476 S 180,933 S 253,945 S 248,028 S 202,704
Withdrawals:
Capital Expenditures 42,830 156,122 214,929 189,428 191,409
Transfers betw Capital Fds
Debt Defeasance - 18,637 18,637 50,000
Other
Sub-total S 42,830 S 174,759 $ 233,566 $ 239,428 $ 191,409
Ending Balance S 88,138 S 88,138 S 102,343 S 110,943 S 122,238
Historical Activity
2015 2016 2017 2018 2019
Opening Balance $ 146,910 $ 145,711 $ 192,179 S 201,368 S 189,922
Additions:
R&R/OCO Contribution 110,351 200,692 196,589 148,105 197,623
Loans betw Capital Fds
Other 970 3,744 5,074 35,675 39,521
Sub-total S 111,321 S 204,436 $ 201,663 $ 183,780 $ 237,144
Withdrawals:
Capital Expenditures 112,483 157,201 113,987 181,263 275,042
Transfers/loans b/w Capital Fds 37 765 37,200
Debt Defeasance 70,000
Other 2 41,287 13,963 60
Sub-total S 112,520 S 157,968 S 192,474 $ 195,226 $ 345,102
Ending balance S 145,711 S 192,179 $ 201,368 $ 189,922 $ 81,964
250
2
S
s

50
0
2015 2016 2017 2018 2019
Maximum Balance: 234,504 Average Balance: 156,712
Minimum Balance: 43,840

® Other includes Sale of Property and miscellaneous billings.
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Electric System Environmental Fund - Capital Projects

For the Third Quarter Ending June 30, 2020

The Environmental Charge will be applied to all kWh consumption and structured to provide funding for major specific environmental and
Definitions regulatory program needs. The Environmental Charge is designed to recover from customers all costs of environmental remediation and
and Goals compliance with new and existing environmental regulations, excluding the amount already collected in the Environmental Liability Reserve, as
specified in the Pricing Policy for specific environmental and regulatory programs. This fund represents the amounts collected from the Electric
System Environmental Charge and used on expenditures for capital projects.

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 361 S - S - S 687 S 1,000
Additions:
Environmental Contributions 772 3,032 7,525 8,885
Transfers betw Capital Fds
Other
Sub-total S 772 S 3,032 S 7,525 S 8,885 S -
Withdrawals:
Capital Expenditures 982 2,881 6,838 8,572
Transfers betw Capital Fds
Other
Sub-total S 982 S 2,881 S 6,838 S 8,572 S -
Ending Balance S 151 S 151 S 687 S 1,000 S 1,000
Historical Activity
2015 2016 2017 2018 2019
Opening Balance $ - S - S - $ - $ -
Additions:

Bond Proceeds
Loans betw Capital Fds
Other

Sub-total S - $ - $ - $ - $ -

Withdrawals:
Capital Expenditures
Transfers/loans b/w Capital Fds
Other

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

Millions
o
~

0OCT-19 NOV-19 DEC-19

Maximum Balance: 686 Average Balance: 308
Minimum Balance: 60

o The Environmental Construction Fund began in October 2019.
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Electric System Construction / Bond Fund

For the Third Quarter Ending June 30, 2020

JEA maintains a senior and subordinated construction fund of which bonds proceeds are deposited and used for the payment of the
Definitions costs of additions, extensions and improvements to the Electric System. The senior construction fund is limited to the costs of

and Goals 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.

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022

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

Bond Proceeds

Loans betw Capital Fds

Other

Sub-total $ - S - $ - S - $ -

Withdrawals:

Transfers betw Capital Fds
Other

Sub-total $ - $ - $ - $ - $ -
Ending Balance S - S - S - S - S -

Historical Activity

2015 2016 2017 2018 2019

Opening Balance S 42 S 4 S - S - S 203
Additions:

Bond Proceeds 429 805

Loans betw Capital Fds

Other 37 2

Sub-total S 37 $ 2 S 429 S 805 $ -

Withdrawals:
Capital Expenditures 75 6
Transfers/loans b/w Capital Fds 201
Other 429 602 2

Sub-total S 75 S 6 S 429 S 602 S 203
Ending balance $ 4 $ - S - $ 203 $ -

0.9

0.8

Millions

0.7

0.6

0.5

0.4

03

0.2

0.1

2015 2016 2017 2018 2019

Maximum Balance: 803 Average Balance: 86
Minimum Balance: -

o JEA's philosophy has been to borrow bond funds on a "just-in-time" basis. Staff has used revolving credit facility borrowings and loans between capital funds
to decrease borrowing costs.
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Water and Sewer System Rate Stabilization - Debt Management

Definitions

and Goals

(In Thousands)

Opening Balance
Additions:
Contributions

Sub-total
Withdrawals:
Withdrawals

Sub-total
Ending Balance

For the Third Quarter Ending June 30, 2020

The Water & Sewer System Bond Resolution authorizes the establishment of a Rate Stabilization Fund ("RSF") 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 RSF 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.

rrent Activity Projected Activity
Quarter-End Year -to-Date 2020 2021 2022
$ 14,209 $ 14,209 $ 14,209 $ - $ -
$ - $ - $ - $ - $ -
14,209 14,209 14,209
3 14,209 3 14,209 3 14,209 3 - $ -
$ - $ - $ - $ - $ -

Historical Activity

Opening Balance
Additions:
Contributions

Sub-total

Withdrawals:
Withdrawals

Sub-total
Ending balance

25

Millions

20

15

10

Maximum Balance:
Minimum Balance:

2015 2016 2017 2018 2019

$ 20,290 $ 20,290 $ 20,290 $ 14,209 $ 14,209

$ - $ - $ - $ - $ -
6,081

$ - $ - $ 6,081 $ - $ -

3 20,290 3 20,290 3 14,209 3 14,209 3 14,209

2015

2016 2017 2018 2019

20,290

Average Balance: 16,818

o Contributions began in June 2009. Funds used for defeasances in October 2019.

Page 17



ater & Sewer System Rate Stabilization - Environmental

For the Third Quarter Ending June 30, 2020

Deﬁnitions shall be made as set forth in the current annual budget or an amount otherwise determined by an authorized officer of JEA. The Rate

and Goals

initiatives.

The Water & Sewer System Bond Resolution authorizes the establishment of a Rate Stabilization Fund in which contributions or withdrawals

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

Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 19,617 S 15,687 S 15,687 S 21,822 13,381
Additions:
Contributions 6,740 19,042 26,191 25,735 26,250
Sub-total S 6,740 S 19,042 S 26,191 S 25,735 26,250
Withdrawals:
Withdrawals 5,232 13,604 20,056 34,176 37,395
COJ Septic Tank Agreement -
Sub-total $ 5,232 S 13,604 S 20,056 S 34,176 37,395
Ending Balance S 21,125 S 21,125 S 21,822 S 13,381 2,236

Historical Activity

2015 2016 2017 2018 2019
Opening Balance S - S - S 1,699 S 5,214 12,914
Additions:
Contributions 23,635 24,362 23,829 25,099
Sub-total S - S 23,635 S 24,362 $ 23,829 25,099
Withdrawals:
Withdrawals 21,936 20,847 16,129 22,326
Sub-total S - S 21,936 S 20,847 S 16,129 22,326
Ending balance S - S 1,699 S 5,214 S 12,914 15,687

Millions
=
o

2015 2016

Maximum Balance: 18,101
Minimum Balance: 1,699

Observations

2017

Average Balance:

2018

8,957

2019

® Rate Stabilization Fund for Environmental began in June 2010.
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Water and Sewer System Customer Deposits

For the Third Quarter Ending June 30, 2020

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

and Goals

Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 16,555 S 16,289 S 16,289 S 17,079 S 17,315
Additions:
Allocated from Electric 524 790 790 236 239
Sub-total S 524 S 790 S 790 S 236 S 239
Withdrawals:

Allocated from Electric -

Sub-total $ - S - $ - $ - $ -
Ending Balance S 17,079 S 17,079 S 17,079 S 17,315 S 17,554
Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 12,787 S 13,255 S 13,910 S 15,086 S 15,616
Additions:
Allocated from Electric 468 655 1,176 530 673
Sub-total S 468 S 655 S 1,176 S 530 S 673
Withdrawals:
Allocated from Electric
Sub-total $ - $ - $ - $ - $ -
Ending balance S 13,255 S 13,910 S 15,086 S 15,616 S 16,289
18
2
K=l
= 16
>

2015 2016 2017 2018 2019

Maximum Balance: 16,554 Average Balance: 14,253
Minimum Balance: 12,619
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Water and Sewer System Debt Service Sinking Fund

For the Third Quarter Ending June 30, 2020

JEA is required monthly to fund from revenues an amount equal to the aggregate of the Debt Service Requirement for senior and subordinated

onds for such month into this account. On or before such interest payment date, shall pay out of this account to the paying agents the
Definitions bonds for such h into thi On or bef hi date, JEA shall f thi he payi h
and Goals amount required for the interest and principal due on such date.
Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 34,270 S 80,775 S 80,775 S 43,772 S 33,060
Additions:
Revenue fund deposits 17,119 52,678 69,821 62,647 64,960
Sub-total S 17,119 S 52,678 S 69,821 S 62,647 S 64,960
Withdrawals:
Principal and interest payments 24,550 106,614 106,824 73,359 64,441
Sub-total S 24,550 S 106,614 S 106,824 S 73,359 S 64,441
Ending Balance S 26,839 S 26,839 S 43,772 S 33,060 S 33,579
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 75,019 S 67,720 S 65,410 S 82,208 S 81,241
Additions:
Revenue fund deposits 102,789 97,077 114,873 113,636 112,251
Sub-total S 102,789 S 97,077 S 114,873 S 113,636 S 112,251
Withdrawals:
Principal and interest payments 110,088 99,387 98,075 114,603 112,717
Sub-total S 110,088 S 99,387 S 98,075 S 114,603 S 112,717
Ending balance S 67,720 S 65,410 S 82,208 S 81,241 S 80,775
90
2
°
= 80
>
70
60
50
40
30
20
10
2015 2016 2017 2018 2019
Maximum Balance: 82,208 Average Balance: 42,113
Minimum Balance: 8,019

o September 30th ending balances are used to pay Oct st interest and principal payments.
o 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).
® Projections are based on the debt outstanding as of June 30, 2020.
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Water and Sewer System Debt Service erve Account

For the Third Quarter Ending June 30, 2020

. .. This reserve will be funded, maintained and held for the benefit of bondholders as specified in the Supplemental Resolution authorizing the
Definitions sale of the bonds to pay principal and/or interest on the bonds should revenues from operations not be sufficient for such purpose in
and Goals 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.

(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 59,323 S 63,441 S 63,441 S 58,227 S 58,591
Additions:
Bond Issue - Deposit 737
Revenue Fund 364 941
Sub-total S - S - S 737 S 364 S 941
Withdrawals:
Revenue Fund 1,327 1,690
Release for STAR Plan Defeasance 2,791 2,791
Release to Refunding Defeasance 1,470
Sub-total S - S 4,118 S 5,951 S - S -
Ending Balance S 59,323 S 59,323 S 58,227 S 58,591 S 59,532
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 116,829 S 108,849 S 108,086 S 107,488 S 102,850
Additions:

Construction reserves/bond issues
Revenue fund

Sub-total $ - S - $ - $ - $ -

Withdrawals:
Revenue fund 7,980 763 598 4,638 5,525
Construction fund 33,884

Sub-total S 7,980 S 763 S 598 S 4,638 S 39,409
Ending balance $ 108,849 S 108,086 S 107,488 $ 102,850 S 63,441

130

Millions

2015 2016 2017 2018 2019

Maximum Balance: 116,829 Average Balance: 97,737
Minimum Balance: 59,324

Observations

o 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.
® 2018 Bond Resolution amendment will allow the use of $33 million AA+ rated Berkshire Hathaway Assuarance surety policy to be included in
Debt Service Reserve Fund funding calculation which allowed the release of $33.8 million to the Construction Fund.
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Water Sewer System Renewal and Replacement (R&R) / Operating Capital Outlay (OCO)

For the Third Quarter Ending June 30, 2020

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. 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.

Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 39,370 S 48,796 S 48,796 S 29,693 S 19,029
Additions:
R&R/OCO Contribution 47,361 138,531 169,694 164,905 187,105
Capacity Fees 7,494 23,657 31,903 31,265 33,175
Transfer from Capital Fds - - -
Other 7,387 10,601 9,658 9,051
Sub-total $ 54,855 $ 169,575 $ 212,198 S 205,828 $ 229,331
Withdrawals:
Capital Expenditures 50,407 143,357 200,105 216,492 232,733
Debt Defeasance - 31,196 31,196
Other - -
Sub-total S 50,407 $ 174,553 $ 231,301 $ 216,492 S 232,733
Ending Balance S 43,818 S 43,818 S 29,693 S 19,029 S 15,627
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 136,182 S 128,249 S 179,431 S 150,319 S 141,415
Additions:
R&R/OCO Contribution 62,793 124,574 108,119 153,372 150,171
Capacity Fees 19,579 21,995 24,777 28,002 29,389
Loans betw Capital Fds 22 137 268
Other (incl septic tank) 904 31,041 8,050 6,383 16,390
Sub-total S 83,298 S 177,610 $ 141,083 $ 187,757 $ 196,218
Withdrawals:
Capital Expenditures 91,231 126,322 165,242 196,637 189,626
Loan Repayment 99,189
Transfer to Constr. Fund 106
Other (incl septic tank) - - 4,953 24 22
Sub-total S 91,231 $ 126,428 $ 170,195 S 196,661 S 288,837
Ending balance S 128,249 S 179,431 S 150,319 S 141,415 S 48,796
250
2
S
= 200

150

100

2015 2016 2017 2018 2019

Maximum Balance: 203,406 Average Balance: 146,531
Minimum Balance: 12,847

® Other includes the Septic Tank Phase-out project, Sale of Property, and the transfer of RSF - Environmental in FY 2016 - 2025.
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Water and Sewer System - Environmental Fund [Capital Projects]

For the Third Quarter Ending June 30, 2020

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

Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 575 S 1,891 S 1,891 S 1,346 S 1,000
Additions:
Environmental Contributions 2,189 5,174 8,119 32,600 24,372
Loans betw Capital Fds
Other
Sub-total S 2,189 S 5,174 S 8,119 S 32,600 S 24,372
Withdrawals:
Capital Expenditures 2,204 6,505 8,664 32,946 24,372
Other
Sub-total S 2,204 S 6,505 S 8,664 S 32,946 S 24,372
Ending Balance S 560 S 560 S 1,346 S 1,000 S 1,000

Historical Activity

2015 2016 2017 2018 2019
Opening Balance S 5,299 S - S 2,659 S 1,839 S 1,159
Additions:
Environmental Contributions 22,056 15,539 12,394 6,691 10,656
Loans betw Capital Fds
Other
Sub-total S 22,056 S 15,539 $ 12,394 S 6,691 S 10,656
Withdrawals:
Capital Expenditures 7,318 12,880 13,214 7,370 9,924
Septic Tank Phase Out 203
Other 19,834 1
Sub-total S 27,355 S 12,880 S 13,214 S 7,371 S 9,924
Ending balance S - S 2,659 S 1,839 S 1,159 S 1,891
25
&
S
s

20

15

10

A_AM*— o d

2015 2016 2017 2018 2019

Maximum Balance: 19,439 Average Balance: 3,137
Minimum Balance: -

Observations
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Water and Sewer System - Construction / Bond Fund

For the Third Quarter Ending June 30, 2020

JEA maintains a senior and subordinated construction fund of which bonds proceeds are deposited and used for the payment of the costs of

DEfmltlons and additions, extensions and improvements to the Water and Sewer System.
Goals
Current Activity Projected Activity
(In Thousands) Quarter-End Year -to-Date 2020 2021 2022
Opening Balance S 28,331 S 28,968 $ 28,968 $ 24,412 $ 27,920
Additions:
Bond Proceeds - 50,000 150,000
Revolving credit facility
Other 81 374 375
Sub-total S 81 S 374 S 375 S 50,000 S 150,000
Withdrawals:
Capital Expenditures / Bond Issue Costs 813 1,743 4,931 46,492 123,014
Other
Sub-total $ 813 $ 1,743 S 4,931 S 46,492 S 123,014
Ending Balance $ 27,599 $ 27,599 S 24,412 $ 27,920 $ 54,906
Historical Activity
2015 2016 2017 2018 2019
Opening Balance S 326 S 664 S 152 S 15 S 284
Additions:
Bond Proceeds 894 33,884
Revolving credit facility
Loans/transfers b/w Capital Fds
Other 344 17
Sub-total S 344 $ 17 S - S 894 S 33,884
Withdrawals:
Capital Expenditures 6 623 4,930
Bond Proceeds
Loans/trnsf btw CapFds
Other 529 137 2 270
Sub-total S 6 S 529 $ 137 $ 625 $ 5,200
Ending balance $ 664 S 152 S 15 $ 284 $ 28,968
. 350
2
S
s 30.0
25.0
20.0
15.0
10.0
5.0
2015 2016 2017 2018 2019
Maximum Balance: 33,333 Average Balance: 7,474
Minimum Balance: 15

Observations

o JEA's philosophy has been to borrow bond funds on a "just-in-time" basis. Staff has used revolving credit facility borrowings and loans between capital funds
to decrease borrowing costs. Release of Debt Service Reserve Funds in Oct 2018.
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INTER-OFFICE MEMORANDUM
August 4, 2020

SUBJECT: WATER/WASTEWATER COST OF SERVICE AND RATES

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee
Marty Lanahan, Chair
John Baker
Robert Stein
BACKGROUND:

To align with one of the elements of the pricing policy, JEA conducts a cost of service study at a
minimum of every five years to support that the rates charged by class are based on cost. The Water
and Sewer Cost of Service Study was conducted by Stantec and was completed in fiscal year 2019
based upon the FY2018 budget and FY2016 billing data for allocation purposes.

DISCUSSION:

The results of the water and sewer system cost of service study show that JEA’s revenues for the water
and sewer systems, on a combined basis, are adequate to recover the System revenue requirements.
There are several findings JEA is reviewing that may require board action in the future. The two elements
of the Cost of Service that have a significant variance between costs and fees are Capacity Charges and
Meter Tap and Set Fees.

Capacity Charges & Growth Line Extension Fees are paid by customers connecting to the system to
recover the cost of constructing and expansion of the water and sewer system capacity based upon the
maximum quantities of water and sewer permitted by the customers. Meter Tap and Set Fees are based
upon the cost of the meter and tap materials and labor to install new metered services. The cost of
service study included an evaluation of Capacity Fees compared to the cost to expand the system for
new customers in order to ensure adequate cost recovery.

Annual Capacity Charges and Growth Line Extension Fees and Meter Tap and Set Fees have been
averaging $27 million and $4 million per year respectively. Costs to build new capacity and install new
connections are significantly greater than the current charges and fees.

RECOMMENDATION:
The Board receive the presentation for consideration and provide feedback, where staff will provide
additional information and recommendations in the future. No action by the Board is required at this time.

Paul McElroy, Interim Managing Director/CEO

PEM/BRJ/JEC

Ver 2.2 02/01/2014
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JEA

Building Community

Water & Sewer Cost Of Service Study

To align with one of the elements of the pricing
policy, JEA conducts a cost of service study at a
minimum of every five years to support that the
rates charged by class are based on cost. The
most recent study was conducted by Stantec and
completed in Fiscal Year 2019 based on the
FY2018 Budget and FY 2016 Billing Data.

The topics for today’s discussion are:
Revenue Requirements

Cost of Service and Class Allocations
Surplus/Deficit

Bill Comparisons

Rate Benchmarks

Capacity and Meter Set Fees

JEA Rate Making/Rate Hearing Process

NoUhRWNRE

Water and Sewer Cost of Service Study

Final Report

B B, 010




JEA

Building Community

Revenue Requirements FY2018 (S in millions) Water Sewer’ Total
Operating and Maintenance $83.8 $120.3 $204.1
Debt Service 53.3 67.8 121.1
Cash Funded Capital Projects 82.1 109.4 191.5
(Less) Non-Rate Revenue and Reconciling Adjustment? (56.6) (72.9) (129.5)
Total Rate Revenue Requirement (from Monthly Bill) $162.6 $224.6 $387.2
1. Includes reclaimed cost directly identified and the portion of effluent disposal cost to achieve reclaimed water supply standards
2. Rate revenue requirement test year costs are based upon FY2018 Budget reconciled downward by deducting system growth, weather and contingencies based upon 2016 billing data allocations
Water $26.70
Residential Monthly Water & Sewer Bill
(3/4" meter at 6 kgal) Sewer ﬂ
Fixed ’ Utility Charges §79.71
5.14
Taxes and Fees 5.14
C ti
" Consumption :> Total $84.85

Environmental

Taxes & Fees

$79.71 x 12 months/yr =[~*$950/yr | for O&M,
Renewal & Replacement (R&R), Debt Service

(D/S), Environmental, City Contribution. Not
for System Expansion or Growth in Capacity.




JEA

Building Community

. FY2016 FY2016 Surplus) / Deficit
Water Unit COS Revenues Net COS (Am:unt) / Percent
Residential S 464 S 82,161,382 S 79,299,409 (S$2,861,972) -3.5%
Irrigation - Residential 6.04 24,898,705 26,020,844 (1,122,138) 4.5%
Multifamily 3.14 10,539,958 12,706,318 2,166,360 20.6%
Commercial 3.08 28,015,899 28,796,254 780,355 2.8%
Irrigation - Commercial 4.67 16,121,863 15,780,004 (341,858) -2.1%
Total $21.57 $(_ 161,737,807) $ 162,602,829 $ 865,022
. FY2016 FY2016 Surplus) / Deficit
Sewer Unit COS Revenues Net COS (Am:unt) / Percent
Residential S 913 S 127,383,920 S 127,724,626 S 340,706 0.3%
Multifamily 8.27 32,077,759 32,597,321 519,562 1.6%
Commercial 8.16 63,300,905 58,584,461 (4,716,444) -7.5%
Sewer Surcharge - 2,072,260 5,464,515 3,392,256
Hauled Waste 70.03 131,816 205,602 73,786
Total $95.60 $ | 224,966,660 | $ 224,576,526 $ (390,134)

The[$387 million|represents the FY16 revenues excluding environmental charges and capacity related fees. The cost
of service indicates that Multifamily Water and Sewer Surcharge were under-collected in FY2016, and Commercial
Sewer was over-collected in FY2016, with other customer classes adequately within a +/- 5% variance.




m_ Rate Benchmarks

Building Community

Monthly Residential Water Bills

5/8" meter and 6 kgals of Consumption

5120

i
-
70.45 ¥

dﬁ‘
Mg}wf‘}f} & *’”ﬁ“fﬁfﬁf ~’;ﬁ’{”‘°;‘j§ﬂf

@ Utility Charges B Public Service Tax OFranchise Fee

JEA currently has approximately 120,000 5/8” meters and 160,000 3/4” meters



JEA

Building Community

How is Capital Outlay for growth
collected for each system?

For Electric System:

The costs of electric system infrastructure are
recovered through the basic monthly charges
and the per kWh consumption charge.

For Water & Sewer System:

On-Site: by Developer

Off-Site direct extension: by Developer
Off-Site joint use: by JEA through Capacity Fees

Legend

%ﬁ S

Rl 1

Main

Development #2 '» -
Future

Development #3
b
Future

ON-SITE |-

Development #1
Initial

Capacity Fees are one-time fees paid by new customers connecting to the system to recover the cost
of water and sewer system capacity expansion. The charges are also assessed to existing customers

requiring increased system capacity.




JEA

Building Community

Current JEA Capacity Fees

JEA Plant Expansion Cost
Estimated cost in FY2021 $/gal

$/gal
$0.97 $3.64 $0.97 sS4 S15 S3
Residential Home Water Sewer Reclaimed | Total Water Sewer Reclaimed | Total
Without Reclaimed S340 $1,274 - $1,614 $1,400 $3,000 - $4,400
With Reclaimed S340 $1,274 $340 $1,953 S800 $3,000 $1,260 $5,060

Growth Line Extension Fee + $1,695

Qualifying expenditures for Capacity fees include:

1) Treatment plants and capacity expansion

2) Treatment plant configuration

3) Wastewater master pump stations and force mains
directly upstream of the wastewater plant

Growth Line Extension Fee + $1,695

$6,755

Expenditures for Growth Line Extension fees include:

1) Water mains greater than or equal to 10” in diameter

2
3

5

) Water re-pump stations

) Remote storage facilities

4) Force mains greater than or equal to 10” in diameter
)

Interceptor (trunk) gravity lines

* The 2019 Cost of Service calculated a|$7,798 | fee for a Residential ERC with Reclaimed Irrigation service.

JEA will engage the rate consultant to update the Capacity Fee element of the cost of service analysis to
reflect 2020 actual cost and FY21-25 CIP project cost estimates.

2.7x

2.6x



Building Community

Water / Wastewater and Irrigation/Reclaim
Capacity Fees for New %” Connection

$10,000
$9,000
Calculated by J
$8,000 Stantecin 2019 Cost —= —
$7.000 of Service Study
$6,000 l
$5,000 .
$4,000 Current —
$1,000
S0
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JEA

Building Community

Meter and Tap Fees are paid by For % inch Meter & 1” Tap

customers connecting to the system to Components Cost Current Fee
recover the cost of the meter and tap Meter $105
materials and labor to sufficiently serve Module $130
the maximum quantities of water and Cable 530
sewer permitted by the customers. Labor 240
Set Estimate Total $305 $202.33
Thg associate costs includes, but not. | lid & Box 365
limited to, meters, modules, cable, piping Other Materials $135
and outdoor casing. Site Rehabilitation S550
Labor & Equipment 5450
Tap Estimate Total $1,200 $610

* In the past year, approximately 10,000 “pre-pave” meter sets were installed by JEA where the developer
previously installed the water service line and meter box. These 10,000 new meter installs were under-
collected by approximately S100 each.

» Additionally, approximately 800 taps were installed by JEA with an estimated $S600 under-collection of costs.

* JEAis under-collecting an approximately $1.5M annually on %” meter sets and taps alone.



JEA

Building Community

» Cost of Service overview at Finance and Audit Committee meeting
» Confirm Benchmark comparisons with other comparable utilities
» Capacity Fee Analysis updated for FY2021-FY2025 Capital Costs

» Met Set and Tap Fees Costs determined for FY2021

» Board discussion

» Outreach/communication

» Staff recommendations for Board consideration

» Public Rate Hearing at a Board meeting for BOD action



INTER-OFFICE MEMORANDUM
July 28, 2020

SUBJECT: PRELIMINARY FIVE-YEAR FINANCIAL PROJECTIONS

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee
Marty Lanahan, Chair
John Baker
Robert Stein
BACKGROUND:

Each year, JEA presents the Five-Year Financial Projections to the Finance and Audit Committee and
the Board of Directors to establish revenue and expense expectations and the resulting metrics used to
evaluate financial health. Members of the Board and Executive Management then meet with Rating
Agencies to provide an update of the current and projected financial state of JEA. The Five-Year
Financial Projections are an essential component of the Rating Agency presentations that significantly
influences the bond ratings, efficient access to capital markets, and customer rates.

DISCUSSION:
JEA'’s Five-Year Financial Projections are centered on the following:
e Stable electric unit sales and growth in the water/wastewater system
o Lower fuel costs associated with adding Vogtle and 250 MWs of solar in the generating fleet,
additional operating efficiencies with the 200 MW Purchase Power Agreement in conjunction with
Plant Scherer Unit 4 closure, as well as favorable commodity markets
Additional net revenue requirements in FY2023 — FY2025
New debt to support a robust capital program
Stable with slight variances in O&M, Debt Service and City Contribution expenditures
Stable financial metrics to support JEA'’s current Credit Ratings.

Staff is actively monitoring JEA’s unhedged variable rate debt portfolio of $340 million.

The Five-Year Financial Projections with moderate additional revenue requirements illustrate a strong
financial outlook with favorable debt service coverage metrics, debt to asset ratios that achieve peer
median, and liquidity metrics that surpass targets and support strong credit ratings. The Five-Year
Financial Projections uphold the objectives to maintain long-term Competitive Rates, Operational
Excellence, and Environmental Stewardship, while improving overall Customer Experience.

RECOMMENDATION:
The Board receive the presentation for consideration and provide Staff feedback and direction regarding
the FY2021 — FY2025 Financial Assumptions and Projections.

Paul McElroy, Interim Managing Director/CEO

PEM/BRJ/JEC
Ver 2.2 02/01/2014



sm Five-Year Financial
Building Communitysm Assumptions and Projections

JEA Finance and Audit Committee Meeting
August 14, 2020

Assumptions/Projections

Unit Sales Growth

Residential Rates

Capital Expenditures and Internal Funding
Total Debt and Variable Debt

Key Financial Metrics

Financial Schedules

Summary
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Building Community

Electric System

* Trends: 3.6%, 2.0%, (0.6%)
* FY21-25: 0% annual growth

Unit Sales Driver

FY17 FY18 FY19
Growth (4.1%) 2.6% 0.0%
Deg Days 3,737 4,256 4,294
30-yr Avg 4,014

Water/Wastewater

* Trends: 3.4%, 4.4%, (0.4%)
* FY21-25: 1.5% annual growth

Unit Sales Driver

FY17 FY18 FY19
Growth 2.4% (2.8%) 4.2%
Rainfall” 98 120 123
30-yr Avg 114

Unit Sales (MWh)

Unit Sales (kgal)

16,000,000
14,000,000
12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000

0

Annualized

Growth

3.6%

FY1990

50,000,000
45,000,000
40,000,000
35,000,000
30,000,000
25,000,000
20,000,000
15,000,000
10,000,000
5,000,000
0

FY1990

FY1995

Electric System

2.0%

FY1998

FY2000

FY2008

FY2020
==m== \]\Wh
FY2005 FY2010 FY2015 FY2020 FY2025

Water/Wastewater System

Annualized
Growth

3.4%

FY1995

FY1998

FY2000

4.4%

1.5% —J

FY2008
FY2020

= kgal

FY2005 FY2010 FY2015 FY2020 FY2025 -
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Building Community

Electric Residential Rates
@1,000 kWh

Demonstrated
record of timely
rate increases

Electric System $180.00

1% annual revenue
requirement

——

* Total rate has been stable or lower $160.00
since Oct 1, 2010 $140.00

Franchise
Fee

* FY23 Fuel/Base Rate Adjustment < »120.00
incorporates Vogtle and 250 MWs 3 3100.00 = Sta:;i:':se = || stable Base| ]
solar favorable Fuel expenses and % $80.00 Rates [ Fuel Charge decrease }

applied to base rate

higher base charges $60.00 I
: $40.00 | —
* Annual revenue requirement of —
approximately 1% in FY23 — FY25 520.00 —w—Fuel Rate

$0.00
* Environmental regulations, if YT YW LR JS DN NEY R 99 DYy Y
material, will be recovered via R 8§ R R &S I R & AR &R IR & IRE&EERRE
Environmental Charge I Ttttz
Water/Wastewater Residential Rates
Water/Wastewater System Demonstrated @6,000 gallons, 5/8” Meter "
: $80.00 record of timely hi ’— Stable Rates \
* Rates have been stable since rate increases Franchise
Oct 1, 2012 _ $60.00 N
: : : e I Additional revenue
* Environmental regulations, if § $40.00 requirements
material, will be recovered via >
Environmental Charge 320.00
$0.00

FY2003
FY2004
FY2005
FY2006
FY2007
FY2008
FY2009
FY2010
FY2011
FY2012
FY2013
FY2014
FY2015
FY2016
FY2017
FY2018
FY2019
FY2020 =
FY2021
FY2022
FY2023
FY2024
FY2025

—8=-=Service Availability Charge  —m=JEA Total Rate = =—#==Total Bill



Capital Expenditures and Internal Funding

. FY2021 — FY2025 Financial Assumptions and Projections

Building Community

Electric System

$350 | =@=Capital Expenditures |

Pricing Policy 2
R . . . = $300 No New Debt
* Recurring capital projects S [ \
funded from current year $250
revenues
$200
$150
FY2015 - FY2019 $100
* Major projects included ¢50
Brandy Branch Combined | =&= Internal Funding
Cycle Upgrade & Two-Way $0
Electric Meter Conversion, 5 8 3 8 g &89 %8 I ¥ & 5 ¥ 3 8 & &8 & 3 4
Blacksford Water R &8 R &8 R 8 8 8§ &8 8§ &8 8§ &8 R &8 ®R & & &
> > > > > > > > > > > > > > > > > > >
Reclamation Facility
Expansion, NW Water
Trepatment Plant Water/Wastewater System
. 5400
§ $350
= $300 No New Debt
FY2020 - FY2025 2 4250 [ \ Debt |\
* Debt issuance projected to $200
be $400M from FY21 - FY24 $150
primarily for wastewater $100 | Debt
treatment plant and raw $50
water transmission main $0
. ~ 0 (o)) o — o~ m < wn Vo] N~ o0 [e)} o — (o] [22] < N
expansion 8 8 8 5 &5 © © © © © © © © © © © & & &
T = £ z £ £ T £ z £ z £ z z = z & z &

—m=— Capital Expenditures  ==m=Internal Funding
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Building Community

_ Electric System!
Electric System 4.5

* S100M new debt by FY25 $4.0
* S400M bond buyback FY21-FY25 $3.5
* Variable Debt at S587M $3.0
* Total Debt reduced to $1.4B $2.5

=@=Total Debt

* Debt/Asset: FY 2025 projected » 920 , Variable Debt $1.4B
@ 46%, under 50% JEA target § 1.5 [8verioble bebt | $558M Reduction | ¥
and equals 46% peer average @ $1.0
S0.5
$0.0
Water/Wastewater 2 8 8 8838858383090V YeN2SRYTSY
O O O O O O O O O O O OO OO0 OO0 oo oo oo o o o o
* $400M new deb by FY25 SRR RS
* Variable debt at $264M
 Total Debt increases to S1.5B
with $1.458 five.year CAPEX s Water/Wastewater System
2.5
* Debt/Asset in low 40%
$2.0
S1.5
Variable Interest Rates? 610
FY20 FY21 FY22 FY23 “ Variable Debt 0.38
— 5 — o — p— — o 5 €05 ' $141M Reduction I $
Current variable rates at 0.75% @ $0.0 —u —— I —a—a—a

O O 4 &N MM S N WO N OO0 A N MS WO N0 O O A N M < W
O O O O O © O © © 0 O d d o d o d o d o d & o & & & o
O O O O 6 O 6 6 O 6 O 00O O 0O O O O o0 o0 o0 o o o o o o
= AN AN AN AN ANAN AN AN AN AN N AN NN NN AN NN NN N NN
> > > > > > > > > > > > > > > > > > > > > > > > > > >
T L 1 e o e I o I T o o 1 T o I o T o I o o o I o I o I T I T e o e ¥ e N

! Includes JEA’s portion of SIRPP and Plant Scherer Debt.

2 All-in interest cost —i=Total Debt == Variable Debt



JE‘\, Variable Rate Debt Considerations

Building Community

30 Year MMD and SIFMA Rate History (August 1989 — August 2020)

9%

Auction Rate Securities Collapse

8%

7%

6% COVID-19

Pandemic

5%

4%

3%

2%

1% to 3.5% spread

0,
1%
0,
0%
o O od N oM T O 8w K~ S O o NoMm T W W N B G O o MNoM T o1 W N~ B oo
K o0 o o O O o8O o o o o o Qo o o 2 o 92 o 2 =2 4 =2 = oS =S = A = o
o o0 o OO OO o o o o o0 o Q QO 9o Qo O 9 9 o Qo o 9 o o 9 < Qo °©°o o
- A = = @~ = ™= = = @~ ot NN N NN N N N NN NN N N NN NN NN N




JE‘\, Variable Rate Debt Considerations

Building Community

30 Year MMD and SIFMA Rate History (February 1977 — August 2020)

16%
14% (
12% ' h
‘ I
(V) .
10% ’ Auction Rate
Securities Collapse
A
8%
COvID-19
Pandemic
6%
4% '1
2% lrf
0%
1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
e |mplied Tax-Exempt Rate*  emm=M|MD  e=m=S|FMA == Prime Rate**

*The Implied Tax-Exempt Rate takes the historical 30 Year MMD/Treasury ratio from 1988 to 2020 (0.944004) and multiplies it by the respective time period’s 30 Year Treasury Rate
**The Prime Rate shown reflects 70% of the original Prime Rate.
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Building Community

JEA Unhedged Variable Rate Debt Portfolio

June 30, 2020 Electric Water &

($ amounts in millions) System  Sewer System Total
Total variable rate debt $587 $264 $851
Unhedged variable rate debt $181 $160 $341
Current all-in variable rate 0.75% 0.70%

Current all-in fixed rate 2.00% 2.50%

Weighted average life (years) 10 15

Final maturity 2040 2042

Treasury Staff will continue to monitor
JEA’s unhedged variable rate debt
portfolio and the relationship between
fixed and variable interest rates

d

Analysis utilizes all-in fixed rates of
2.00% for the Electric System and
2.50% for the Water & Sewer System

JEA’s variable rate bonds are
remarketed at rates approximating
the SIFMA index; SIFMA has
averaged 0.53% and 1.28% for the
past 10 and 20 years, respectively

Based on the current fixed rates, the
breakeven all-in variable interest rate
is 2.25%

A 1% increase in this rate would
result in an NPV cost of about $29
million

Cost to fix out unhedged variable
rate debt would currently total about
S5 million annually



Building Community

Electric System

FY20-FY25 favorable
coverage from prior
targeted bond buyback

Debt / Asset % makes
significant reduction with
projected ~400M bond
buyback FY21-FY25,
reaching median peer
benchmark of 46% in FY25

Water/Wastewater
FY20-FY25 favorable

coverage

Debt/Asset % maintained
below 49% peer median
benchmark, including
S400M new debt

$1.45B CAPEX is a major
variable in the five-year
projection

®

DS Coverage

Fixed Charge Coverage
Days Liquidity

Debt / Asset %

CAPEX (SM)
Depreciation (SM)

DS Coverage

Fixed Charge Coverage
Days Liquidity

Debt / Asset %

CAPEX ($M)
Depreciation (SM)

Electric System

FY19 FY20 | FY21 FY22 FY23 FY24 FY25 JEA Target
2.8x 4.3x 4.0x 3.9x 5.0x 4.2x 4.0x 2.2x - 2.5x
2.0x 2.7x 2.4x 2.0x 1.9x 1.7x 1.7x 1.6x
308 344 314 302 317 306 276 | 150 to 250 days
65% 61% | 55% 50% 52% 50% 46% 50%
§286 5220 | $198 S191 $180 S166  $172
§207 S206 | S206 S213 S220 S224 S224

Water/Wastewater System

FY19 FY20 | FY21 FY22 FY23 FY24 FY25 JEA Target
3.0x 4.6x 5.4x 4.8x 2.7x 2.7x 2.8x 1.8x to 2.0x
2.7x 4.2x 5.0x 4.4x 2.5x 2.4x 2.6x N/A
334 347 320 336 334 337 281 100 days
45%  42% | 42% 44% A5% 44%  4A2% 50%
§213 S198 | S296 S380 S331 S225  S225
§152 5159 | $160 S166 $172 $S180 S186
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Building Community

($ in millions)

Unit Sales - Territorial (1000 MWh)
Total System Rate Revenues % Change
Fuel Rate in Model $/MWh

Fuel Rate Revenues

Fuel Rate Revenue Change $

System Sales Base Rate Revenues

Additional Base Rev Requirements/Exp Reduction $
Environmental Charge Revenues

Conservation Charge Revenues

Other Revenues®

Total Revenues

Fuel & Purchased Power Expense

Transfer to/(from) Fuel Stabilization Fund
O&M (Excludes DSM, Environmental)
Non-Fuel Purchased Power (NFPP) - Nuclear
Non-Fuel Purchased Power (NFPP) - Other

Net Revenues

Total Debt Service

Bond Buyback - Electric System?
Bond Buyback - SIRPP & Scherer!
R&R and Other Capital Outlay (OCO)
Environmental OCO

City Contribution

Other Expenses

Balance

Beginning Capital Balance

Pay Go Current Year Internal Funding
Environmental OCO

Debt Issuance Proceeds

<Annual CAPEX>

Other

Ending Capital Balance

Actual Projected
2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025
12,050 12,364 12,366 | 12,000 12,000 12,000 12,000 12,000 12,000
0% 0% 0% (1% 1% 1% |
$33.21  $32.50  $32.50 | $32.50  $32.50 [$29.50  $27.50 | $27.50  $27.50
$394 $398 $399 $362 $386 $350 $326 $326 $326
$0 $o | ($36) (524) ) s0 $0
$742 $764 $766 $745 $745 $745 $781 $816 $827
$0 $0 $36 $35 $11 $12
$7 $8 $8 $7 $7 $7 $7 $7 $7
$1 S1 $1 $1 $1 $1 $1 $1 $1
$103 $37 $150 $59 $185 $133 $68 $68 $107
$1,247  $1,208  $1,323 | $1,175 $1,324  $1,272  $1,219  $1,230  $1,280
$443 $456 $426 $328 $349 $338 $327 $324 $325
($48) ($57) ($27) $34 $37 $12 (1) $2 $2
$191 $198 $209 $221 $236 $243 $252 $257 $263
S0 $40 $18 S0 S0 $103 $156 $166 $169
$76 $101 $83 $76 $68 $62 $62 $63 $63
$585 $471 $615 $515 $634 $514 $422 $418 $460
$225 $215 $199 $135 $131 $111 $83 $95 $99
$69 S0 $109 $54 $50 $22 $34 $35 $77
30 $0 $0 $0 $102 $75 $0 $0 $0
$196 $148 $198 $241 $234 $194 $192 $174 $169
S0 SO $22 $13 S14 S6 S6 SO SO
$92 $92 $93 $94 $95 $96 $97 $98 $99
$3 $16 ($5) ($22) $7 $11 $11 $17 $17
$0 $0 $0 $0 $0 $0 $0 $0 $0
$192 $201 $190 $82 $103 $112 $123 $209 $183
$196 $148 $198 $241 $234 $194 $192 $174 $169
$0 $0 $22 $13 $14 $6 $6 $0 $0
$0 $0 $0 $0 $0 $0 $100 $0 $0
($135) (5174) (5286) (5220) (5198) (5191) ($180) (5166) ($172)
($52) $15 ($42) ($13) ($42) 82 ($31) ($34) ($77)
$201 $190 $82 $103 $112 $123 $209 $183 $103

INote: Other Income on budget basis on this schedule includes prior year balances, stabilization funds utilized for bond buy back
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Building Community

C Actual Projected
($ in millions)
2017 | 2018 | 2019 2020 | 2021 | 2022 | 2023 | 2024 [ 2025
Unit Sales — Water (mgals) 37,245 36,187 37,696 38,514 39,092 39,678 40,273 40,877 41,491
Unit Sales — Sewer (mgals) 26,713 29,460 27,727 28,067 28,243 28,667 29,097 29,533 29,976
Rate Revenue % Change 0% 0% 0% 0% 0% 0% 0% 0% | 2% I
System Sales Revenues $400 $398 $418 $423 $432 $441 $450 $459 $478
Revenue Requirements/Expense Reduction $ S0 SO S0 SO S0 S0 S0 SO $10
Environmental Charge Revenue $24 $24 $25 $27 $26 $27 $27 $28 $28
Capacity Charges $25 $28 $29 $32 $31 $33 $36 $36 $36
Other Income? $18 $43 $153 $51 S14 S14 S14 S14 S15
Total Revenues $468 $493 $625 $532 $503 $514 $527 $537 $557
O&M $139 $147 $158 $170 $177 $183 $188 $194 $200
Net Revenues  $328 $346 $467 $363 $327 $331 $339 $343 $357
Total Debt Service $120 $118 S121 S77 S65 S74 $127 $134 $137
Bond Buyback? $6 S0 $99 $48 S0 $0 S0 S0 S0
R&R and OCO $141 $188 $198 $208 $216 $214 $166 S163 $173
Environmental OCO S15 S14 S13 $15 S15 S15 $15 S16 $16
City Contribution $24 $25 $40 $27 $27 $28 $28 $29 $30
Other Expenses ($6) S1 (S4) (512) S3 S2 S2 S2 S2
Balance $28 S0 S0 S0 S0 S0 S0 S0 S0
Total Debt Service Coverage (Target 1.8x - 2.0x) 2.99 x 2.79x 3.02x 4.60 x 5.39x 4.80 x 2.74 x 2.65 x 2.79x
Days Cash 496 434 186 161 162 184 186 193 140
Days Liquidity (Target > 100 days) 596 527 334 318 320 336 334 337 281
Debt to Asset Ratio (Target 50%) 52.9% 49.5% 44.8% 42.0% 41.9% 43.8% 44.5% 43.8% 41.8%
Total Debt (in billions) $1.61 $1.53 $1.39 $1.29 $1.32 $1.46 $1.59 $1.58 $1.52
Beginning Capital Fund Balance $181 $155 $154 $64 $63 $63 $79 $83 $91
Pay Go Current Year Internal Funding $156 $202 $211 $223 $231 $228 $181 $178 $189
<Annual CAPEX Combined> ($188) ($199) ($213) ($198) ($296) ($380) ($331) ($225) ($225)
<Bond Buyback>! (s6) S0 (595) (545) S0 SO SO SO SO
Debt Issuance Proceeds S0 SO SO SO S50 $150 $150 S50 SO
Other S11 (S3) S6 S19 S15 $18 S4 S4 S4
Ending Capital Fund Balance $155 $154 $64 $63 $63 $79 $83 $91 $59

INote: Other Income on budget basis on this schedule includes prior year balances, stabilization funds utilized for bond buy back
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Building Community

Assumptions and Projections Projected Results

1. Unit Sales Growth Stable electric sales, 1.5% water sales growth
2. Residential Rates Additional revenue required FY23-25

3. Capital Expenditures and Internal Funding $2.4B five year capital program

4. Total Debt and Variable Debt S500M new debt to support capital program
5. O&M, Debt Service, and City Contribution Stable with Slight Variance

6. Financial Metrics — Coverage, Liquidity and Debt Stable metrics through FY2025

e JEA’s Five-Year Financial Projection is centered on stable electric unit sales and growth in the
water/wastewater system, lower fuel costs associated with commodity markets and efficient generation,
additional net revenue requirements in FY2023 — FY2025, new debt to support a robust capital program,
stable with slight variances in O&M, Debt Service and City Contribution expenditures, and stable financial
metrics to support JEA’s current Credit Ratings

* The Five-Year Financial Projection upholds the objectives to maintain long-term Competitive Rates,
Operational Excellence, and Environmental Stewardship, while improving the overall Customer Experience




HHEA

INTER-OFFICE MEMORANDUM
July 22, 2020

SUBJECT: JEA ENERGY MARKET RISK MANAGEMENT POLICY REPORT

FROM: Paul McElroy, Interim Managing Director/CEO
TO: JEA Finance and Audit Committee

Marty Lanahan

John Baker

Robert Stein
BACKGROUND:

The JEA Board approved the Energy Market Risk Management (EMRM) Policy in March 2014. The
Policy was developed to codify the risk, governance, limits, and criteria associated with managing energy
market exposure, and to comply with requirements of the Dodd-Frank Wall Street Reform and Consumer
Protection Act. The reporting section of the Policy requires a quarterly report on JEA's financial and
physical fuel and power transactions. This report includes physical transactions one year or greater and
all financial transactions.

DISCUSSION:

The Policy governs JEA’s wholesale energy market risk management and allows JEA to execute certain
physical and financial transactions. The attached report is provided to the Board Finance and Audit
Committee and satisfies the requirements of the reporting section of the EMRM Policy. The costs of
financial transactions are reflected in comparison to market indices. The benefits include establishment
of a stable fuel price for the future.

RECOMMENDATION:
None required. The report is required by the EMRM Policy and is provided as information.

Paul McElroy, Interim Managing Director/CEO

PEM/RDE/WGB

Ver 2.2 02/01/2014



Finance and Audit Committee Report

Energy Market Risk Management: Physical and Financial Positions

7/22/2020

Summary as of 7/1/2020

Projected FY20 Fuel Expense (Budget = $373M) $332M | ©
Projected FY20 Fuel Fund Ending Balance (Target = $68M) $82M ©
Projected FY21 Fuel Expense (Budget = $357M) $355M ©
Proposed FY21 Fuel Fund Ending Balance (Target = $68M) $118M | ©
EMRM Compliance Yes ©
Counterparty Credit Limit Exceptions No ©
Any Issues of Concern No ©

Table 1: Physical Counterparties (Contracts One Year or Greater) as of 7/1/2020

Genj;iattlng Fuel Type Supplier/Counterparty Contract Type Remal n\l/r;gl;u(;ontract Remaln_lrr;gmfontract
Scherer 4 Coal CY20 Blackjewel - Eagle Butte - 001 Fixed Price $2,217,288 16 months
Scherer 4 Coal CY20 Peabody Caballo - 019 Fixed Price $572,782 16 months
Scherer 4 Coal CY20 Buckskin - 006 Fixed Price $239,323 12 months
Scherer 4 Coal CY20 Cloud Peak Cordero Rojo - 013 Fixed Price $275,073 6 months
Scherer 4 Coal CY20 Peabody NARM North - 014 Fixed Price $234,472 12 months
Scherer 4 Coal CY21 Blackjewel - Eagle Butte - 002 Fixed Price $691,264 12 months
Scherer 4 Coal CY21 Peabody Caballo - 003 Fixed Price $616,200 12 months
Scherer 4 Coal CY21 Peabody Caballo - 004 Fixed Price $367,785 12 months
Scherer 4 Coal CY21 Blackjewel - Eagle Butte - 005 Fixed Price $276,500 12 months
Scherer 4 Coal CY22 Blackjewel - Eagle Butte - 001 Fixed Price $426,657 12 months
Scherer 4 Coal CY22 Peabody Caballo - 002 Fixed Price $315,968 12 months
Scherer 4 Coal CY22 Peabody Caballo - 004 Fixed Price $471,630 12 months
Scherer 4 Coal CY22 Blackjewel - Eagle Butte - 005 Fixed Price $568,800 12 months
Scherer 4 Coal CY22 Peabody Caballo - 007 Fixed Price $314,420 12 months

NS CFB Limestone [CY17-CY21 Vulcan Fixed Price $14,599,210 1.5 years
NG Fleet Natural Gas |Shell Energy Index w/Fixed Price Option $575,701,937 10.92 years
NG Fleet Natural Gas [Main Street/MGAG Index w/Discount $111,180,604 28.75 years
NG Fleet Natural Gas [Main Street/ MGAG Index w/Discount $103,428,350 28.91 years
NG Fleet Natural Gas [Main Street/ MGAG Index w/Discount $65,544,000 18.75 years
NG Fleet Natural Gas |Main Street/MGAG Index w/Discount $100,634,893 29 years

Table 2: Financial Positions as of 7/1/2020

Year Commodity Phy?rls::;?jl)ume Hed(gn:ercri];/toul;me EZLC::J Ungiti?ed Hedge Type |Hedge Price Mark;;;nl-ulv;arket Counter Party
FY20 | Natural Gas 12,021,804 3,970,000 33.0% $ 1.77 Swap $ 264 $ 3,445,810 [Wells Fargo & RBC
FY21 | Natural Gas 52,941,248 23,720,000 44.8% $ 2.53 Swap $ 260 $ 1,305,700 |Wells Fargo & RBC
FY22 | Natural Gas 49,127,015 23,720,000 48.3% $ 2.48 Swap $ 258 | $ 2,232,210 |Wells Fargo & RBC
FY23 | Natural Gas 45,255,178 18,260,000 40.3% $ 2.38 Swap $ 2471 $ 1,487,700 [Wells Fargo & RBC
FY24 | Natural Gas 45,350,456 3,680,000 8.1% $ 2.41 Swap $ 2411 $ (7,560)|Wells Fargo & RBC
Table 3: Fuel & Purchase Power Procurement as of 7/1/2020
Fuel Type Natural Gas Coal Petcoke | Limestone | Purchased Power | Oil/Diesel [Renewables| Vogtle
FY20 Remaining / Energy Mix 61% 13% 16% N/A 9% 0% 1% -
Expected Spend ($) 38.3M 12.1M 11.9M 1.9M 8.0M 0.9M 4.0M -
% Procured 38% 94% 98% 100% 0% 100% 100% -
% Hedged 42% 94% 0% 100% 0% 100% 100% -
FY21 Budget / Energy Mix 53% 18% 21% N/A 7% 0% 1% -
Expected Spend ($) 138.1M 58.8M 49.8M 8.3M 27.4M 2.1M 14.5M -
% Procured 53% 42% 0% 100% 0% 100% 100% -
% Hedged 42% 42% 0% 100% 0% 100% 100% -
Natural Gas Coal Petcoke | Limestone [FPL PPA [PurchPwr | Oil/Diesel [ Renewables| Vogtle
FY22 Projection / Energy Mix 50% 11% 18% N/A 8% 5% 0% 2% 6%
Expected Spend ($) 127.9M 36.6M 45.2M 7.4M 21.7M 18.1M 2.0M 16.6M 13.9M
% Procured 56% 15% 0% 25% 0% 0% 100% 100% 100%
% Hedged 48% 15% 0% 25% 0% 0% 100% 100% 100%




Finance and Audit Committee Report

8/14/2020

Supporting Notes:

Renewable purchase power agreements are not included in Table 1
Solid fuel procurement - annually at Scherer CY2019-2022 and quarterly at Northside

Scherer 4 retires on 1/1/22; will work to sell previously committed coal purchases for Scherer 4 in CY22 to owners of Scherer Units 1 — 3
Table 3: FY Energy Mix based on MWH; the procured percent relates to inventory on hand, or contracted and the percent hedged is inventory on

hand or contracted with fixed pricing or financial hedges

Renewables in Table 3 represent signed agreements and an estimated cost for pending contracts
Table 3: FY22 Projections include assumed Scherer 4 retirement as of 1/1/2022 with an FPL PPA agreement as replacement

Table 1: Natural Gas discount; Municipal Gas Authority of Georgia (MGAG) issues municipal bonds to prepay for gas, allowing them to offer

discounts to JEA for qualified use

Percent Hedged

Natural Gas Hedging Positions
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$2.75 80%
= $2.60 70%
% $2.45 60%
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*
@ $2.15 40%
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o
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$1.70 10%
$1.55 0%
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as of 7/1/2020
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