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Bill Type and Number: Ordinance 2015-150
Introducer/Sponsor(s): Council President at the request of the Mayor and the JEA
Date of Introduction: February 24, 2015
Committee(s) of Reference: R, TEU, F
Date of Analysis: February 26, 2015
Type of Action: Authorization to execute interlocal agreement; City Charter amendment; designation of oversight agency
Bill Summary: The bill authorizes the execution of an interlocal agreement between the City and the JEA which provides for the JEA to contribute a one-time cash transfer of $120 million to the City in return for: 1) changes to the JEA annual contribution formula to reflect a contribution based on actual sales only; 2) modification of the JEA’s Charter allow the JEA to expand its operations to other utilities beyond electric and water and sewer service; 3) provisions for greater JEA participation in City economic development efforts; 4) authorization for the JEA to create a stand-alone pension system for its employees separate from the General Employees’ Pension Plan; and 5) authorization to hire in-house legal counsel and procure outside counsel as needed, within the scope of the General Counsel’s power to issue legal opinions binding on the utility. The Finance Department is designated as the City’s oversight agency for the agreement.
NOTE: see companion Ordinance 2015-151

Background Information: The JEA Charter currently provides that the JEA shall pay to the City annually an amount based upon the greater of either: a) an amount determined by the application of millage rates to the actual amount of electricity and water sold by the JEA in the 12-month period ending each April 30th, or b) a minimum annual increase of $2.5 million. The minimum annual increase as an alternative to the millage calculation was first adopted in 1998 at $3 million per year, later reduced to $2.75 million in 2003 and to $2.5 million in 2008. The City and JEA renegotiate the contribution formula every 5 years.
The new agreement provides that beginning in FY16-17 the JEA’s “combined assessment amount” (dollar amount calculated by applying millage rates for electric and water and sewer sales multiplied by the gross kilowatt-hours of electricity and the cubic feet of water and sewer service sold after deducting operating, debt service and depreciation costs) shall be a fixed amount beginning with a base year (15/16) amount of $111,687,538 and declining by $2.5 million per year to $101,687,538 in FY20-21, followed by a level assessment of $100,000,000 per year from FY21-22 through FY25-26, then a resumption of the $2,5000,000 reduction per fiscal year until such time as the Combined Assessment is equal to or less than the amount produced by the millage rate formula for 2 consecutive fiscal years, at which point the contribution amount shall revert to millage formula calculation method.
JEA employees are currently covered by the City’s General Employees’ Pension Plan. The authorization for JEA to create a separate pension plan for its employees results from negotiations between the Mayor and the JEA board over a funding mechanism by which the JEA would make a one-time contribution to the City which could be used to accelerate pay-down of the unfunded accrued actuarial liability of the Police and Fire Pension Fund in exchange for several changes to its powers and authority that the utility believes will make it more competitive in the utility marketplace in the future and enhance its standing in the financial markets.
Policy Impact Area: JEA operations and annual financial contribution to the City.
Fiscal Impact: The bill provides for a one-time cash transfer of $120 million from the JEA to the City in return for changes to the JEA annual contribution formula which would have the effect of reducing the JEA’s annual contribution by $2.5 million per year from FY16-17 through FY35-36, except for a 5-year level contribution period at $100,000,000 per year from FY21-22 through FY25-26.
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