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Goals for the Meeting

- Discuss the enterprise assessment and top line messages focusing on:

e

- Near-term savings potential

- Long-term Utility 2.0 operating model and capability opportunities

e
|

~ Review proposed roadmap forward

Sequence for the meeting

Top Line Messages Short Term Actions Utility 2.0 Alignment
* Review baseline data \ . Func':tlo-nal Overview - Future Capability Model
and insights
= Iesehlassesamen! , . . Utility 2.0 Foundational
summary and common * Near-Term savings Elorn
themes opportunities

SN

Road Map & Next Steps

* Review preliminary
road map and timing

* Define “Do Now”
versus “Plan to Do”
activities
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JEA initiated the Business Excellence initiative to achieve two objectives:
1. ldentify near term savings and improvements across the enterprise
2. Lay the foundation for the future (Utility 2.0)

We have identified 53 initiatives worth between $48M and $108M in potential savings for JEA that can be realized in the
next 6-26' months in three waves

« Baseline savings are $48M with a stretch target of $108M

« 17% of the baseline opportunity is achievable in the first 6 months, and 50% by month 12 if earnestly pursued

« Wave 1 includes initiatives with a near-term savings impact, they are concentrated in supply chain, employing process
automations as well as by enforcing overtime and inventory levels across electric and W/WW

Waves 2 and 3 include significant opportunities to unlock the stretch targets by repositioning the business for the future, or
Utility 2.0; there are four key themes to describe these opportunities:

Hardened Strategic Management Capability - implement a stronger strategic management model and processes (e.g. strategy,
capital allocation, etc.) while improving accountabilities (wave 2)

- Technology Rationalization and Digital Roadmap - develop a clear enterprise technology strategy, data architecture and
roadmap that aligns with corporate and functional strategy (wave 2)

- Accountable and Future Oriented Organization Model - align JEA’s organization and governance to build a robust EAM
capability with a focus on linear asset in order to drive operational performance at all levels (wave 3)

Portfolio and Capital Realignment and Reallocation - increasingly leverage emerging long and distributed supply market by
divesting of assets early and redeploying capital as needed to continue to reduce debt and/ or fund modernization (wave 3)

JEA’s decision to pursue this assessment when the business is performing well means that preparations for the next
industry cycle, which is coming, can be made by JEA versus waiting until the options available are limited and/ or selected
for JEA

1 Assumes projects start on or about 10/1 and run from 3/2018-12/2019
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‘Decisions to Consider During Workshop

In addition to tactical cost savings opportunities, there are larger issues that the SLT will need to address in order to
unlock maximum cost savings and/ or position JEA for the future

1) How does, and should, Technology set the pace for unlocking savings opportunities and preparing JEA for the future?

2) How does the organization assess the need to, prepare for, and manage the transition of talent to, or acquisition from,
3rd party resources?

3) What are the needs of the W/WW business as it prepares for a new CUP?

4) What are the price points for specific distributed energy resources that would require a concerted capital shift in the
electric business?
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JEA OpEx, CapEx, Fuel, and FTE

JEA Composition of Cash Flows

$700 2012 through 2016 - 2,200 2016 (SB)
$600 L 5000 <4— Out of scope > < In scope >
o |
3500 L 1,800 |
$400 — $1.78 I
5300 1 ’ %0.13 |
- 1,400 = '
$200 1 R I
$100 - T T T 1,200 :
2012 2013 2014 2015 2016 50.34 |
=@ (Operating Expenses ($) m==fm=== Fuel and Purchased Power (5) [ :
Capital Expenditures (§) === FTE2 $0.13 |
1. Fuel and Purchased Power includes rate stabilization transfer - fuel $1.32 l
and non-fuel purchased power
2. Electric FTE detail for 2016 excludes 201 FTEs from SJRPP. Chief
Executive Officer headcount includes 6 executive assistants
Source: JEA historical and forecast financials, Deloitte Analysis
JEA Expense History & Forecast
2012 through 2021 (SM
$783 $807
$800 700
$535 $626 2664 5687 3
$600 3546 20.42
- %0.01
$400 —4%0.03
$200 Total  SJRPP  Depr. Payment Taxes  Total Fuel Purchased Ops.  Maint. Capital Total
Revenue Revenue to City and Addressable Power Addressable
$0 1 Fees  Spend Spend
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
CapEx - Electric [0 Other . Materials Bl O&M- Electric  ws Fuel - ElECtric L Other &‘%‘S Payments to Suppliers
CapEx - Water B services W Labor [ OBM-Water s pp  Water and sewer &% payments to employees

1: Other includes: intercompany charges, insurances, wastewater - District energy system m Capital
treatment purchase, purchased water, contracts and contingencies,
and water billing credits

Source: JEA historical and forecast financials, Deloitte Analysis

Discussion
« O&M has remained steady since 2014 while the FTE count has declined by ~250 FTEs

« Payments to suppliers is the largest subcategory of addressable spend, followed by capital
« Since 2014, CAPEX spend has nearly tripled while fuels spend has decreased by ~25% during the same period
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1,930

JEA 2016 O&M and FTE

Headcount?
Il Chief Compliance Officer I Chief Information Officer B Zero Cost Center
I Chief Financial Officer

Chief Public Affairs Officer

OPEX (SM)
B Electric
I Water Wastewater
[ Chief Customer Officer

Chief Executive Officer

Chief Human Resources

JEA Non-Fuel Spend by Chief

2016 ($M)
7§12 $19  $626
S44  mm
$68 $13_$1 510_ e
$173 =4

T T T T T T T T T T T

VP VP Wat. Cust. Compl. CEO CHRO CIO CFO CPAO Zero Total

Elec. Cost
Capex [ Services ~  Labor Center

[ other M Materials

Discussion

« Electric and water/ waste water (W/WW) have the
largest spend, with capital (CapEx) being the largest
spend category for both

+ (Capital dollars are allocated for projects, not for
strategic priorities

« Within operations and maintenance spending (O&M),
labor is the largest cost

« Managers are not responsible for managing labor costs
specifically within their departments, resulting in
hiring for people rather than position and hiring full-
time positions versus contractors

« Zero cost center impacts organization because $19M
is not allocated directly to business - for example,
fuel costs are allocated to zero cost center rather
than to electric

1. Other includes: intercompany charges, insurances, wastewater treatment purchase, purchased
water, contracts and contingencies, and water billing credits

Source: JEA historical and forecast financials, Deloitte Analysis
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Future Capability Model Characterized by Significant Change Assessment

” + Develop and focus organization
ves around strategic directives
§" S g [o=T I EXET ]  Risk Management/ Performance Competitive T d tabilit
f = 2 Planning Legal Management Positioning ransparency and accountabiuty
2Y9 need to be pushed to all levels of

- . .
K] the organization
Electric Supply c Delivery Customer Experience and | vvater & Wastewater ||
Operations | . Engagement ‘ Treatment | i « Digital utility concepts
L - . . .
o Plant Outage & || i Operational Marketing/ Sales / Plant Outage & Operational acceleratmg - gaps increasing in
= Maint. F S Planning & Customer Account = Maint. Planning & :

§ Qperatons Management || (Operations Optimiza!:ion Strategy Management ! Spemiicas Management ! Optimiza%ion Power and network busmesses

£ Engineerin Perf hﬁmﬂam Records & sodnel Delivery/ 1 Engineerin Perﬁmm‘&‘ Maintenance & . izi

5 S?upport : Asset | Construc /ﬂﬁsﬁx% De\i—:elzv"r::ent Fulfillmrgnt : Sgupport ¢ et Mgmt. ‘ Construction Standardlzm'g Sl prqcesses

e : P _ _ across functions key step in

g.) Project Marketing Supplyé H  Project Laboratory & | increasing efﬁciency

wn Development Execution Ma nzman Development Environmental

e i gement

2 » Resources can be freed up for

- Customer ' . o

g Care higher value activities and

B, s om e m s s e e e e s e E S e e S T e s s Gem e o s o s o o INICTALIVES

o

z Front Line Management and Innovation + Aligning technology strategy and

s projects with business needs at

Business Configuration Product/ Service Offerings Customer Experience all levels requires greater

I I, e L _______ | TR enterprise analytics capabilities

IT/ OT Architecture, Integration and Employment ; -
- ot + Cost and service misalighment

£ result of skill gaps and resource
o Technology Strategy Enterprise Architecture Data Management Application Management ITSM Security

gy levels

3

wn U :

9wz * Process automation reduces

o O : Vit

£w Regulatory and Facilities & Finance and S Human manual a'ctlv1t1e.s .and helps

é External Affairs Administration Accounting PPy Capital Management ~ standardize decision making

across functions

JEA’s Capability/Performance Gap Against the Future

‘Eﬁ Limited and/ or static | Moderate  [BlSignificant and/ or increasing D RAFT §
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Top 2016 Spend Categories

TRANSPORTA-
- TION, COURIER
SERVICES. &
- MISC

Amaunt
19.060 754

COMPUTERS
HARDWARE

SOFTWARE SUPPLIES 8
SERVCES

Amouet 17.307.263
INVENTORY
LAWN & GROUNDS
Aot

12.8192%
Aoyt 75,080,663

Buyer Purchasing Category Assignment

Number of Categories
Assigned FY2016 Spend
139,447,568
94,639,950
66,426,693
50,997,404

351,511,615

Rosenberry, Ron
Lovgren, Rodney
Woyak, Nathan

Dambrose, Nick
Grand Total

7% A

Key Findings and Insights

« The organization has 128 spend categories, with 60%
of spend focused in eight categories

« Construction and engineering and architecture
categories account for ~26% of spend

« Senior buyers to focus on reactive tasks and keeping
up with immediate needs

« Inventory buyers focus on cost reduction at the piece
level

« Supply chain is responsible for the inventory dollars,
but does not have input to what goes in or comes out
of inventory

« There are more dollars in slow/non-moving inventory
(class E) than all other categories of inventory
combined

Inventory Breakdown by ABCD Classification

On-Hand Inventory Dollars (4/28/2017 in $MM)
Northside

Inventory Classification
Classification Description
Class A >$15K Issues

Generating Commonwealth Total
Station Service Center Dollars

Class B $2-15K Issues
Class C $500-2K Issues
Class D $100-500 Issues
Class E $.01-100 Issues

Grand Total 26.53 45.26
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JEA Labor Cost  Outsourcing Technology Other
IT process cost? gap per end user
$8,955 P gap p
i’ ,,,,,,,,
| . B
JEA IT Mgmt App Dev’t  Controland Planning & -

& Mgmt Risk Mgmt Strategy

IT staff distribution across capabilities

Infrastructure Technology Management Control and Risk Management

| Application Development and Management [l Planning and Strategy

A WN =

Suggested IT staff size
(Based on staff per $1B in revenue and staff per 1,000 end users)

Normalized per $1B IT Labor Rate (000’s)

Bl Normalized per 1000 end users

121 I

$133

JEA

Key Findings and Insights

Based on total end users, the IT staff size is greater than
the

The labor rate is higher than the competitive average

Staff allocation is weighted away from application
development and management, but still has a more
expensive process cost than the median

Panning and strategy costs are underfunded

. “IT” is based on the function performed and includes all cost centers that roll up to the Chief Information Officer.
. Benchmark categories are normalized to JEA revenue by applying the percentage of revenue for the performer (low cost, median, and high cost) to the JEA 2016 revenue of $1.7B to illustrate comparisons
. Process cost includes all labor and outsourcing costs - Labor includes all salaries and wages, benefits and incentives; outsourcing includes professional services
s Low cost performer is based on the peer set in the first quartile of total human resources cost as a % of revenue, high cost performer is the 3rd quartile of cost as a % of revenue
— i Source: JEA data, Deloitte Global Benchmarking Center, JEA Employee Records. and Deloitte Analysis
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Impact of Utility 2.0

gs and Insights

Current Culture
Common Statements Heard During Interviews and Meetings

“l only trust it
if 1 do it”

“We tried that
about 25 years ago
and it didn’t work”

System and
customer
demands are
not being offset
by equal or
greater growth
in demand

Shorter asset
lives, advancing
regulations and

technology
breakthroughs
increasing need

for agility

Key Findings and Insights

Shorter asset
lives, advancing
regulations and

technology
breakthroughs
increasing need

for agility

* The current operating model promotes active
management by the SLT

« JEA employs a one year planning horizon

* The current culture is anchored on experience and
seniority - often referred to as tribal knowledge

+ Accountability is inconsistent throughout levels of the
organization and across functions

» The level of engagement between the core businesses,
electric and W/WW, and corporate services, like supply
chain, is limited creating tension between the two

DRAFT




Ratlonallzatlon of JEA Generatlon Fleet
Outage Hours at Power Plants Units 2014 through 2016

Peaking I
BBCT-2 | |
BBcT-3 | |
BBST-4 | - Economic Outages
- Planned Outages
Ns-1 | i
B unplanned / Forced Outages
NS-2 | I
sy 0 |
0 5,000 10,000 15,000 20,000 25,000 30,000

Reduce Service Levels in Areas that are Overstaffed
Resource Allocation at Northside Generating Station

207 111
—
15
l 29
- |
18
' 34
Northsid  NS-1 & NS-2 NS-3 Fuel Multipl Exces
e FTEs Handlers e Plants S

Note: See subsequent slides for detailed explanation of graphics
Source: JEA Power Plant Unit Outage Data, JEA Overtime Data, SNL, Deloitte Analysis

Rationalization of JEA Generation Fleet
JEA Power Plant Units

50

N;CT 4
NSCT 3
I' NSCT 5

1 NSCT-6

Mid-Capacity
Base & Shoulder

30 SIRPP.2

SJRPP-1?
KSCT 7
20

BBCT-1

I
|
|
i
|
i
i NS 22

KSCT 8 | |

GCT

serdlow Capacity ' o o 2L L L e e - -
_y_ Peakers

— o = -

[
[
[
[
[
[
!0'
[
[
ol
O

2012-2016, 5 Year Average Capacnty Factor

@ Natural Gas Coal @ Oil @ Waste Heat %% Scheduled to be retired

Key Findings and Insights

« JEA has high levels of economic outages, while
Florida has excess generating capacity

+ The current fleet is organized into low-capacity
peakers and mid-capacity shoulder units

« Staffing at NGS is misaligned compare to industry
peers

» JEA does not have a single person responsible for
managing the relationship with and performance of
TEA

o 20% 60% 80%
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_érgy Delivery- Findings and Insights

Improve Service Center Footprint & Dispatch
Linemaintainers at SSSC and WSSC Overlapping Territory

8

[ WSsC [ sssC

Perform EAM & WMS Audit

Work Order Data for Overhead & Underground Groups
Maximo & FMS Data: 10/1/2015 to 6/23/2017

Begin Date Completed Date Crew ID Supervisor
=% W/0O with Data % W/0 without Data

Note: See subsequent slides for detailed explanation of graphics
E« Source: JEA Start/Stop GPS Data, JEA Work Order Data, Deloitte Analysis

Improve Service Center Footprint & Dispatch
Drive Time Estimates (Hours), Non-Emergent

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

I WssC WSSC - Goal [ 5SSC == == SSSC - Goal

Key Findings and Insights

» Line maintainers at Westside and Southside service
centers work within each other’s service center
territories increasing total drive time and reducing
crew productivity

« Population growth at the edge of JEA’s service
territory is resulting in more demand on service
centers and increased drive times for crews

« There are gaps in EAM and WMS data entry and
performance reporting

DRAFT—




Improve Service Center Footprlnt & Dlspatch

Drive Time Estimates for PSSC (Hours), Non-Emergent
1.7

1.7

16 16 16 1.6 1.6

1.5

16 15

1.6

__Required reduction in drive time hours
to reach 50% crew productive time

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Pearl - Actual = Pegr| - Goal

Perform EAM & WMS Audit
Completeness of Asset and Operational Performance Data

~ Asset Data - Completeness
Location C 5
Age O
Type D

~ Operational Performance Data  Completeness

®

Time to complete work order
Work order crew #

Aggregated data reporting

JHEN

25% -

20%

15%

10%

5%

0%

Improve Planning for Vehicle Maintenance and Fleet
Expansion

Vehicles Overdue Preventative Maintenance in E/W/WW _—

- 200
- 150
- 100

- 50

- 0

Electric

Water/Wastewater
| % Vehicles Overdue PM [l Avg # of Days Vehicle Overdue PM

Key Findings and Insights

+ PSSC maintenance crews have less than 50%
productive time, much of which is attributed to drive
time

 There are gaps in EAM and WMS data entry and
performance reporting

« W/WW has experienced increased demand on crews,
which has increased pressure to keep vehicles
available by delaying routine maintenance

DRAFT -




Shift Material Acquisition Away From P-Card

Number and Length of Visits to Local Home Depots
W/WW Treatment Employees, 2016

il

3790 3rd S

72

Practlce

9520 N
Regency

12721
Atlantic

855 Lane
Ave S

9751

Others
Crosshill

B #of visits = Length of visit (minutes)

Automate Operational Data Reporting
Example Process: Monthly Nitrogen Reporting

- eDMR Reports
 (for each plant)

B

LiMs
database

WWTPs Lab

] @ 5 Managers and 1 Director are involved |
| ;

in monthly nitrogen reporting !
I
©

Process requires manual data entry,
report creation and data downloads

JEN

TMDL

BOD Report
spreadsheet

spreadsheet

50,000 -
o 40 000 1
10% 30,000

20,000 -

10,000 -

Manage Overtime Hours to Industry Best Practices
Excess Planned Overtime Hours for W/WW Plants

O_

48,056
6,009 @
6281 35,144*
6,523
6,562 48,056
16,007 o0
W- WW-  WW-East WW- WW- WW- Total

Delta Targeted
North Overtime from OT Level

Hours Best
Practice

Kernan Buckman

South West

Key Findings and Insights

* Material procurement relies heavily on p-card
purchases, resulting in:

— Excess unproductive time
— Unrealized bulk discounts

— Reduced quality control (e.g. construction
standards)

+ Non-emergent overtime hours exceed the industry best
practices of 10% of normal hours

» Operational data reporting is time and labor intensive
due to manually-intensive and duplicative processes

DRAFT
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O&M Expense Per Call Current Call Process for Customers
Cost per Call and O&M Cost per Customer Leverages IVR to Limit Number of CSR Calls
Best in Class Traditional IVR

Q4 Q3 Q2 Q1 n

| A 4 A 4 A 4

JEA

+ Peer group includes 20 other Deloitte utility client L ] L
customer service date

« JEA’s O&M per call and O&M per customer are leading Customer
Service Rep i

Call Center Insourcing Hiring Process

A4

Key Findings and Insights

New Hire * Employee turnover is -85- + In addition to J.D. Power rankings improvement, JEA’s
Pool 100% turnover annually customer operations metrics are leading
Q0 * Assumption is that call * Increasing use of scripts, CC&B for C&l and other tools
?enger employees leave like project outreach continues to decrease CSR call
ar beller paying positions volumes - which remains a primary goal for the
JEA Call « Organization in constant organization
Center itate of training due to + Circuitous and manual processes like deposits,
urnover receivables, and permitting have many handoffs and
manually intensive
Outside + Value of greater analytics is high to help determine how
JEA to reduce the cost for notification for payment

JEA DRAFT
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16, 16Flnance cost gap normalized to JEA revenue (000s)3 —  Key Findings and lnsights
* Finance! has 107 staff, and associated labor costs of
$11.4M (77% of total finance cost)
» Total Finance cost gap is driven by high Labor and
Outsourcing costs, which are offset by underweights to
‘ 4 Technology and Other
JEA Labor Cost  Outsourcing  Technology Other - + Finance process costs are higher than the -in each

process other than controls (which makes up 9% of spend)
Finance process cost gap normalized to JEA revenue (000s)?2

$16,166 Nori-Brocess Cost * Process cost gap is partially driven by staff size, which is

% over P&U LCP: 9
5 &34 (7%) 455 5 13% greater than the

$2,497

» JEA has good span of control, but has 0.8 fewer staff to
managers than the

« Finance labor rates are 8% below the_

— * Modest overstaffing but resources are skewed toward
‘ manual processes

Transaction ~ GA/FR Controls Taxand Performance Finance span of control
Processing Treasury Management (staff to manager ratio)
Suggested finance staff based on staff per $1B in revenue 6.5

5.74

Transaction Processing
" General Accounting / Financial Reporting
™ Controls
. Tax and Treasury

Bl Performance Management

JEA P&U LCP Low cost JEA P&U LCP Low cost performer* Median
performer*

1. “Finance” is based on the function performed and not organizational structure, includes: Corp. Accounting, Corp. Finance, Tax, Internal Audit, Reporting & Budgeting, Bus. Dev., Gen. Accounting,
Investments & Analysis, Property & Construction, and Cash Management

2. Process cost includes all labor and outsourcing costs - Labor includes all salaries and wages, benefits and incentives; outsourcing includes professional services

3. Benchmark categories are normalized to JEA revenue by applying the percentage of revenue for the performer (low cost, median, and high cost) to the JEA 2016 revenue

4. Low cost performer is based on the peer set in the first quartile of total finance cost as a % of revenue

) Note: Technology cost ($1.3M) is calculated as allocation of IT costs proportional to finance’s share of overall O&M spend and has been added to D RA F I
- finance cost of $14.8M; Other is calculated as the remainder of finance cost after labor and outsourcing

isons
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Key Findings and Insights

$11.5 * Human Resources' 2016 O&M is $11.5M (0.6% of revenue) and has
62 staff and associated labor costs of $8.3M (72% of total HR cost)

Total HR cost as a % of revenue is 55% higher than the ||l

driven primarily by higher labor costs

Total HR cost gap from the|jj I is driven primarily by

the labor rate ($3.0) and staff size ($1.6)

HR cost gap normalized to JEA revenue (USD M)3

//// - HR labor rate is 67% overweight
' , - HR staff is 35% overweight based on staff per $1B in revenue
JEA Labor Cost?  Outsourcing  Technology Other - « HR process cost gap of $3’600 per employee from the -s
HR process cost? gap per employee (USD 000s) driven by a skewed staff distribution with a significant overweight
in talent management (64%) due to the complete lack of functional
$4.7 ;7 ___________________________________________ technology systems

Suggested HR staff based on staff per $1B in reven‘%e

r - T T T

JEA HR Operations Total Rewards Talent HR Strategy JEA
Management and Program
Design — . TP
HR Labor Rate (USD 000s) HR staff distribution across capabilities
$133 I HR Operations [ Talent Management
- Total Rewards HR Strategy and Program Design

JEA JEA
“HR” is based on the function performed and includes all cost centers that roll up to the Chief Human Resources Officer
Process cost includes all labor and outsourcing costs (Labor includes all salaries and wages, benefits and incentives; Outsourcing consists of professional services)
Benchmark categories are normalized to JEA revenue by applying the percentage of revenue for the performer (low cost, median, and high cost) to the JEA 2016 revenue
Low cost performer is based on the peer set in the first quartile of total human resources cost as a % of revenue, high cost performer is the 3rd quartile of cost as a % of revenue

Note: Technology cost is calculated as allocation of IT costs proportional to HR’s share of overall O&M spend; Other consists of supplies, materials, and 18
other services & charges (excluding professional services)

Source: Deloitte Global Benchmarking Center and JEA data

isons
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Corporate Services: Cost gap normalized to JEA revenue ($M)?2

104 I N

|Security spent $4.2M inl
| Industrial Services in |

| 2016 (54% of Other) |

JEA

Y

Corporate Services: Suggested staff per $1B in revenue
and Labor Rate ($000s)

Corp. Real Estate: Suggested staff per $1B in revenue and
Labor Rate ($000s)

W =
||

44

Labor Cost Outsourcing Technology = Other

JEA

Corp Real Estate: Cost gap normalized to JEA revenue ($M)?

=
. =
=

JEA Labor Cost Outsourcing Technology Other JEA

Legal: Cost gap normalized to JEA revenue (USD M)?2 1B in revenue

]H Baa

T T T

Legal: Suggested sta

r
and Labor Rate ($000s)

$150
6

Labor Cost Outsourcing Technology = Other

Key Findings &lInsights

Corporate Services'

+ Cost gap driven by high
technology and other,
which are offset by low
labor and outsourcing

» Labor costs are below
median despite a staff size
twice the value of the

ue to depressed
labor rate (42% of median)

Corporate Real Estate’

+ High labor and outsourcing
costs account for gap of
$1.8M, but are partially
offset by technology and
other costs

« Staff size is 3x the
I causing high labor
cost despite relatively low
labor rates

Legal

 Labor costs are high, but
are entirely offset by
outsourcing, technology
and other costs

» Staff size is 3x the LCP,
whereas labor rates are
71% of the LCP

T T
JEA
1. Corp. Services includes chief executive office, public affairs (including environmental compliance, programs, permitting, and services), lab services and incident response, security and shared services;

Corp. Real Estate includes utility locate services and real estate services; Legal includes compliance and procurement records

N

Benchmark categories are normalized to JEA revenue by applying the percentage of revenue for the performer (low cost, median, and high cost) to the JEA 2016 revenue winfini et

mapalisons

3. Low cost performer is based on the peer set in the first quartile of total human resources cost as a % of revenue, high cost performer is the 3rd quartile of cost as a % of revenue

function cost after labor and outsourcing and comprises supplies, materials, and other services & charges (excluding professional services)
Source: Deloitte Global Benchmarking Center and JEA data

JEAN

Note: Technology cost is calculated as allocation of IT costs proportional to HR’s share of overall O&M spend; Other is calculated as the remainder of
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Opportunities by Function

Core Business Corporate Services

» Total Estimated 2016 Spend: $391M » Total Estimated 2016 Spend: $235M

» Potential Costs Savings Opportunity: $8.0-26.8M » Potential Costs Savings Opportunity: $41.4-81.8M

Electric supply and W/WW plants are effective operators. Electric Corporate services cost to service relationship misaligned
and W/WW delivery/ collection deal with similar challenges

despite different quartiles of performance Opportunities exist by leveraging third party resources, mostly in

technology and supply, and utilizing process automation to improve
service levels while at the same time improving how core business
units and corporate services engage to achieve collective results

Modest opportunities exist through managing overtime, engaging
corporate services more and reconsidering service center footprint

JHEN

Business Basis Benchmark Capability | Realignment Business Basis Benchmark Capability | Realignment
Unit Analysis Assessment | Potential Unit Analysis Assessment | Potential
Energy |Capacity Q4 Q1 Exceeds $/ End Q4 Q1 Exceeds
Supply [Factors A it U User A Neets
Below Below
O&M/ | q4 Q1 Exceeds Staff/ | qa4 Q1 Exceeds
DEenl::egy Line A Meets O Scur?apig $1Bin A Meets .
Yl Miles Below Revenue) Below
Wate_r 2 Q! Exceeds % of | Q1 Exceeds
Collection | O&M ! Meets @ HR R A Meets O
& Delivery Delivery ww ' Below evenue Below
Collectign
A R E d
Water " A xceeds Staff/ | qa Q1 Exceeds
T oem | A A Meets O Finance | $1Bin A Meets Q
ikl Water | Below Revenue| Below
Treatment Supply
O&M |4 Q1 Exceeds
C:::s;::r Exp./ . A Meets @
Call Below
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Opportunity Summary
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Performance Excellence Target and Reach Summary by JEA Chief
2016 SM

560
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$29
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|
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|
|
|

|

1
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= |N
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W

N

Ur

(&

ﬁ - |__| Reach Annual Savings (Incremental)
B Target Annual Savings
Energy Energy Supply Customer  Water Water Finance Technology HR Other Total
Supply  Delivery Chain  Operations Treatment Delivery & Corporate
Wastewater Services
Source: JEA 2016 Annual Report, JEA analysis, Deloitte Analysis CoueCtion
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Opportunity Framework

Near-Term Impact Opportunities

Long-Term Impact Opportunities

Technology
Rationalization
and Digital
Roadmap

Accountable and
Future Oriented
Organization Model

Cost Efficient Hardened Strategic

Resourcing

Capability and Cost
Excellence

Management
Capability

* Improve core * Leverage third + Implement * Develop a clear + Align organization
functional party providers stronger strategic enterprise and governance
capabilities and for ‘virtual’ scale management technology model to build a
performance by and access to model and strategy, data robust EAM

shifting freed skills in high processes (e.g. architecture and capability with a

resources to ‘challenge’ strategy, capital roadmap that focus on linear
higher value functions allocation, etc.) aligns with assets
activities and * Improve corporate and * Drive operational

accountabilities functional performance at

Portfolio and
Capital

Realignment and
Reallocation

Increasingly
leverage emerging
long and
distributed supply
market by
divesting of assets
early and
redeploying
capital

o
O
®

roles
strategy all levels
Electric G 6 0 G .
www (B ® 9 D o
S @ » 9 J D
O No impact to current procedures and practices . High impact to current procedures and practices

JEN

DRAFT -




Electric Supply

Electric
Delivery

Water
Collection &

Delivery

Water
Treatment

Automation

Limit Manual Processes

Agility

Automate frequent reporting

Automate frequent reporting

Automate frequent reporting

Automate frequent reporting

Evaluate chat-bot and other
process automation across
customer and billing processes

Cost and Capability Levers

Resourcing > Governance

Discipline
Realign Cost and Service Mandate Financial and
Levels Operating Targets
Readjust staffing levels at = Reduce inventory levels
specific plants to align with = |nclude supply chain in planning

industry best practices

Evaluate service center footprint
to increase productive time

Evaluate service center footprint
to increase productive time

Evaluate mutual assistance
opportunity

Transition call center to JEA
‘bootcamp’

Reduce overtime levels
Reduce inventory levels
Include supply chain in planning

= Reduce overtime levels
= Reduce inventory levels

Include supply chain in planning

Reduce overtime levels

Reduce inventory levels

Include supply chain in planning
Limit P-Card procurement

DRAFT -




 Cost and Capability Opportunities

Cost and Capability Levers

Automation +<—> Resourcing > Governance

Agility Discipline
Limit Manual Processes Realign Cost and Service Mandate Financial and
Levels Operating Targets
= | everage Oracle modules more = Attempt to recruit 4 to 5 more = Contract management audit
effectively buyers = Update procurement code
Sl i @iEi | = Automate non-Oracle processes = Employ category management
= Reduce inventory levels

= Stand up process automation = Mandate strict technology project
capability documentation

= Assign technology project budget
and accountability to business

Automate month-end management
reporting and AP at a minimum

Finance

= Automate manual processes -
especially recruiting
= Better leverage Oracle modules

DRAFT -
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E%gg%‘&% % Ner Cost and Capability Opportunities

Supply Chain Opportunities Summary

Spend Reduction Inventory Reduction

Project Based Contract

Top Services Spend:
$184.5M

Inventory Spend:
$75.1M

March 2017 Value:
$45.3M

« Review billings:
o Rates
o Quantities

» “Group” complimentary
work together for bigger
project spend

» Reduce number of
vendors

« Push business to take
action on slow and non-

o Unit prices
o Etc.
 Review application of
discounts (volume based,
payment terms, etc.)
« Review adherence to
contract terms and
conditions

« Strict review against
quality

N

» Reduce supply base

» Review supplier
qualification rules

* Monitor and review
specification detail

* Clearly define project
scope and outcomes

. Nearer-term impact opportunities

 Source as “basket of
goods” rather than piece
by piece

« Second source more
spares

- Longer-term impact opportunities

moving items (E-items)
that account for >50% of
inventory

« Align inventory decisions
and inventory dollars to
be a shared responsibility
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Strategic Management Capability Findings and Opportunities

Findings
One year planning horizon

An expressway exists for issues to reach the SLT
Vertical orientation and isolated performance measures
“This is the way we have always done it here” culture

A W N -

JEN

Expand Planning Horizon to 10
years

» Develop strategic planning process
accounting for industry, regulatory,
customer and internal performance
trends

* Prepare and maintain 10 year
roadmap identifying the timing of
performance targets, capability
development and change
management

Increase Number of Reporting
Entities

* Increase the financial and operational
performance accountability by
increasing the number of business
units with “P & L” responsibility

Assign Joint Performance
Metrics

+ Jointly assign strategic and
operational metrics to leading and
contributing organizations

» For projects and process outcomes,
the organization with decision control
should also be responsible for
outcomes and therefore be the entity
that funds transactions and/ or

DRAFT -




»élﬁiz' n and Digital Roadmap Opportunities

Technology Opportunities

Current Technology Services Future Technology Operations

BU Control TS Control

Develop Technology
Strategy

r—

Develop Enterprise
Architecture

Request for Service
Response to Request

Build Enterprise Data

Technology Services Management Capability

Technology Operations

+ Transactional relationship between TS and
business units operations and business units

» IT and OT separate staff, contracting, etc. « Converged IT and OT platforms based on single

« One year focus of current planning combined Determine Internal and technology strategy and architecture

with employment model limits technology Contracted Services Mix » Sourcing leverages all options available to
capability building to support Utility 2.0 access needed skills

+ Collaborative relationship between technology

JEN DRAFT -
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Given the importance of talent in technology and sﬁf)ply chain, considering delivery model options that

Delivery Model Options

overcome employment challenges is paramount to unlock reach savings potential

Technology
« JEA needs a service aligned technology model

« Business units are engaged early in a structured dialogue to
deliver services transparently based on needed service,
quality and cost levels

« Leveraging contracted services is not just a cost play, it is
also a capability enhancement and “future proofing” risk
mitigation play

« At a minimum, service management functions are the most
likely to consider souring through a different delivery
model

Strategy,
Architecture &
Innovation
Transiating

strategly Into an enadiing
1T Archivecture

IT Security
Safeguarding the organisstion from information securty and cyber breaches

Typically delivered with organic
resources

N

Sometimes delivered through Commonly delivered through
external sources [ external sources

Procurement
« JEA needs a more strategic procurement function which

requires access to greater numbers of high quality buyers

« Organizations typically contract more tactical functions
related to reporting, analytics and purchase order execution...

* ..., and retain activities related to strategy, sourcing decisions,
contract negotiation and supplier adherence

- 3 party providers can help bridge category management
needs or to handle tactical activities while transitioning to a
more strategic skill-set

Strategic sourcing Category management

Catalog management Supplier master file
management
R Fx Tender process Compliance monitoring &
exception reporting
Contract management Spend analytics
Contract transistion TCO savings reporting Spend reporting
management
Procurement operations Key
Procurement planning Expedited PO processing PO triage and close
PR processing Spot buying
PO processing, P-Card administration Document management

DRAFT -

Policy & Procedure Opportunity. assessment
development
TCO & haseline
development

Market analysis &
benchmarking

Not typically
shared/sourced

Maost commonly

shared/sourced




Potential to
Sustain Cost
Savings

Probability of
Delivering an
EAM capability

Positioning JEA
for the Future

Operating Model Options

Option 1 (Status Quo)

Probability of costs leaking
back higher - reverting to
legacy behavior

History of large projects raises
concern

If businesses commit resources
odds improve

Planning and preparing the
organization for change
unlikely since SLT more likely
to continue to actively manage

Option 2

Option 3

Degree of change and
increasing transparency and
accountability reduces cost
leakage the most

Focus of linear asset business
is to deliver capability
Requires effective leader to be
successful

Challenge with this option is
that organization is likely
temporary and therefore
repositioning is needed

Recommended Option

Cost leakage reduced by
pushing financial reporting and
accountability down a level

Focus of asset management
business is to deliver capability
Effective leader need greater
to combat legacy obstacles

By establishing a temporary
organization from the outset
that can be absorbed easily
reduces future change

DRAFT




ital Realignment and Reallocation

Recommended Changes to Increase Capital Agility

Current Recommended
« Given the size and number of water and waste
Water:/ Wastew.ater Long-term water projects, sequencing more strategically can
Capltal Plannlng increase the quality of vendors

» Packaging and communicating project plans to
market in combination with a revamped
procurement code can increase capital efficiency

Annual

Traditional Scope of IRP Portfolio + Expand the scenarios considered in the upcoming

Scope Changes IRP to account for all generation ownership
scenarios

+ Intent is to identify the road signs, (e.g. gas price
change, solar price drop, regulatory decision, etc.)
that trigger contingency actions to reduce
probability of stranded asset exposure

Procurement Code Forward- + Toincrease capital efficiency, adjust the

Reassessment Leaning procurement code to reduce the number of
suppliers, increase the quality of suppliers and
thereby increase cost to value for procurements

Traditional

+ Requires an examination not just of the
procurement code but also the controls to make
sure that the CCNA' is adhered to completely

1 Florida Statute 287.055 Acquisition of professional architectural, engineering, landscape architectural, or surveying and mapping services is commonly
referred to as the “Consultants’ Competitive Negotiation Act” or CCNA

JEA DRAFT




1 ES Leverage IRP to develop generation ownership plan
2 ES Realign resource levels and workload
3 ES Assign a TEA relationship manager within JEA
4/11 ED / WW  Improve service center footprint and dispatch locations
5012 ED / WW  Perform asset management (EAM) and work order (WMS) audit to identify gaps in EAM and WMS
and improve their collective use
6 ED Simplify and empower employees to participate in EAM/WMS
7/10/ ED/WT/WW Reduce overtime hours
14
8 WT Standardize and automate operational data reporting
9 WT Shift material acquisition and inventory mgmt. to procurement dept.
13 WwW Improve planning for vehicle maintenance and fleet expansion
15 SC Define strategy and supporting operating model for Supply Chain
16 SC Focus Buyers around category management
47 SC Implement more robust contract management program
18 SC Develop integrated capital/project process (planning through release)
19 SC Develop shared KPls and responsibilities across business
20 SC Review Procurement Policies and Procedures to provide better service to Business and Vendors
21 SC Obtain more visibility and control of spend that is currently “uncontrolled”
22 N Improve pricing in key “"Services" categories
23 SC Improve pricing in “Inventory” category
24 SC Reduce inventory dollars
25 SC Review Fleet EAM process to identify cycle time reduction opportunities
26 SC Investigate use of Fleet Management System
27 SC Automate processes and enhance use of Oracle
28 E Delegate P&L ownership to enhance accountability within the bus.
29 F Enhance accounts payable via automation
30 F Automate month-end management reporting
31 F Review reporting strategy & functional practices
32 T Develop enterprise technology strategy
33 T Redesign the TPC to be the technology strategy execution body
34 T Develop enterprise architecture (EA) capability
35 T Transition technology project budgets and overall accountability to business
36 T Assign Technology Operations responsibility for project technical outcomes
37 T Mandate strict technology project documentation
38 T Prepare for Agile project development
39 T Develop enterprise data management capability build plan
40 T Develop data governance and architecture
41 T Source technology talent
42 T Build process automation factory
43 HR Upgrade Internal HR Technology Systems
44 HR Reconfigure the recruiting process
45 HR Create change management team
46 CS Revisit resourcing strategy
47 €s Automate Corporate Services
48 Cco Investigate mutual assistance to maintain or reduce call center sizing
49 co Determine if Chat Bot could further reduce CSR call volume
50 Cco Transition call center to JEA ‘boot camp’
51 G Position operating model for Utility 2.0
52 G Prepare and Maintain 10 Year Strategic Roadmap
53

"

G Establish Shared Performance Metrics

Opportunity Prioritization

High ;
s ©) Link into EAM ~ Build Supply
Data Analysis Chain Capabilities

©
pres @ DT

GD
@ Build HR

Capabilities
Shared

@ Performance

Metrics

Labor Cost m g@

Ease of implementation

Controls 3 Party
Reconsider @@@ G Sourcing
Service Center 51 sl
Footprint Ui
s ; . Technology
Stratgg;c Capabilities
Planning
Low
Small Large

Relative Size and Scale/Importance of Opportunity

O Wave 1 O Wave 2 © Wave 3

CS = other corporate services; CO = Customer Operations; ED = electric delivery; ES
= electric supply; F = finance; G = governance and operating model; HR = human
resources; SC = supply chain; T = technology; WT treatment;

WW = water/ waste water delivery and collection D RA FT
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* Incremental stretch of $31.1M available

NN 549'4 $38‘8 + Stretch driven by large aggressive reduction of
o inventory, contract management, achieving the
high end of Procurement cost reduction, and

automation
$40.0 1
* Incremental stretch of
$68.1M available
$30.0 1
+ Incremental stretch of $18.7M available
» Stretch driven by reducing generation
$20.0 1 facilities and reducing drive times through an
* Incremental stretch of $9.4M available expanded service center footprint
+ Stretch driven by achieving the high end of 59-4
$10.0 1 resourcing strategies and benefits from

system upgrades in HR

512

1

Discussion
« Wave one is focused on quick wins that are not dependent upon organization or strategy changes
— savings come through the reduction of overtime, contract management, inventory reduction, reduced spend in key
Procurement categories, and automation
« Wave two is focused on implementation of strategies, increasing accountability and shared performance metrics
— savings come through the establishment of enterprise as well as technology and supply chain strategies that
prioritize what skills gaps to close cost effectively with 34 parties while increasing services provided to JEA

+ Wave three opportunities come from reallocating capital to support the achievement of the Utility 2.0 vision while
further leveraging the “variabalized” spend from the previous two waves

JEA DRAFT
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Wave 1
Labor Cost Controls
Build Supply Chain Capabilities
Shared Performance Metrics

TEA Relationship Management

Wave 2
Strategic Planning
3rd Party Sourcing
Build Technology Capabilities
Build Supply Chain Capabilities
System Upgrades

Wave 3
Decisions Based on IRP

Service Center Footprint

Link to EAM Analytics

N

%

1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19
M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3 M1 M2 M3
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Programmatic Approach

Strategic Planning and Roadmap - Adjust Operating Model and Performance Targets

Cost Restructuring Organizational Platform

Technology Platform

* Reduce number of suppliers to + Leverage contracted services to + Create technology strategy and
improve procurement cost to value increase service levels, including: enterprise architecture to establish

+ Develop common inventory standards - Technology JEA priorities

+ Develop contract management — Procurement * Reengineer EAM processes to create
capabilities « Increase engagement between core golden record and understand asset

+ Reduce overtime to best practices businesses and corporate services - and resource performance

especially planning by employing
shared performance metrics

Capital Readiness
» Expand scope of scenarios in IRP to assess generation ownership options

+ Leverage strategic goals to prioritize and sequence capital across Water/WW and electric to improve capital
efficiency

* Integrate resource planning into annual and project planning

Functional Programs

+ Supply Chain - Strategic refocus, inventory management, sourcing programs, contract management
» Technology - Develop strategy, enterprise architecture and enterprise data management

+ Process automation - Better leverage Oracle modules and reduce manual activities

« Water & Electric - standardize EAM processes, reduce overtime and service center footprint

Change Management

» Stand up change management capability within HR to help shift culture overall by providing comprehensive support

* Create dashboards of key performance indicators based on commonly tracked metrics to indicate progress of change
plan and to identify areas needing extra attention

* Integrate governance and accountability model D RAFT 34
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Key Decisions and Next Steps

Before the end of the current fiscal year:
« Develop a 12 month roadmap (priority and timing) based on SLT response to assessment findings and recommendations

« Determine accountabilities and support needed for initial priorities including adjustments within the JEA 2018 budget
to support identified initiatives

 Establish lean program management team to track and support initiatives - especially initial ones like supply chain,
overtime, and process automation that can be used to generate momentum

« Develop and implement communication plan for customers, employees, board members, City government and other
stakeholders based on initial priorities

Beginning of next fiscal year:
« Refine and initiate long term strategic planning process

+ Initiate wave 1 initiatives that have been selected by JEA leadership

JEA DRAFT
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Governance and Operating Model

Capability Alignment

with Utility 2.0

A |

Today Target

Basic Advanced

Demand Levels

Lower Higher

Alk

Target Today

Comparative Metrics

Strategic planning horizon

1 Year 3 Year 5 Year 5+ Year

A

JEA Peers

Service Levels

Basic Advanced

., Y.

Today Target

Cost Levels

Low High

o A I &

Target Today

JEN

« JEA has made significant
performance improvement strides
in recent years; preparing for the
future requires a strategic,
performance based operating
model and increased
accountability

Current planning horizon limits
focus on preparing organization
for change

It also promotes an active
management versus strategic
management style by the SLT
The SLT’s workload is not the
issue, but rather its focus since
JEA is pivoting to Utility 2.0
Positioning JEA for a Utility 2.0
requires a strategic versus active
management approach

Independent of Utility 2.0,
employing shared performance
metrics for processes and projects
will increase cost efficiency

DRAFT
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Governance and 6:|5é~raiing Model - Opportunity Summary

Cost Savings Potential

(SM) (SM)

Position operating model for Utility 2.0
Prepare and Maintain 10 Year Strategic Roadmap

Establish Shared Performance Metrics

 Total Savings STBD STBD

Note: See detailed opportunity summary in the appendix
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Impact of Utility 2.0

System and Shorter asset Shorter asset
customer lives, advancing lives, advancing
demands are regulations and regulations and
not being offset technology technology
by equal or breakthroughs breakthroughs
greater growth increasing need increasing need
in demand for agility for agility

Key Findings and Insights

Current Culture
Common Statements Heard During Interviews and Meetings « The current operating model promotes active
management by the SLT
. « JEA employs a one year planning horizon
“We tried that . .
bout 25 * The current culture is anchored on experience and
H ou. = yEQES ds0 seniority - often referred to as tribal knowledge
and it didn’t work” e .
+ Accountability is inconsistent throughout levels of the
organization and across functions

» The level of engagement between the core businesses,
electric and W/WW, and corporate services, like supply
chain, is limited creating tension between the two

“l only trust it
if I do it”

38
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Utility 2.0 Industry Shifts

For electric utilities, flat demand is not offsetting capital requirements
creating upward demand pressure

For water utilities, fragmented industry structure and minimal capital
investment has limited focus on modernization though customers are
demanding it

Therefore, variable and project cost optimization is critical to offset
upward rate pressure and meet customer needs cost effectively

As electric and water industry shifts from hardware- to software-based,
asset lives are shrinking while regulations continue to change across the
country and technology advancements are altering fundamentals more for
electric than water

Therefore, utility planning and decision cycles need to be more agile to
limit the potential for stranded assets, regulatory/ political challenges
and/ or customer dissatisfaction

Historically electric utilities made system-wide decisions, looking forward
investments in one part of the system may make sense for the utility but in
others the customer may be the prudent investor

For both electric and water systems, understanding why each asset is or is
not likely to live to its accounting life and whether or not it will do so
economically remains a priority to maximize asset value

Therefore, greater fidelity about all aspects of the business are needed

Impact on JEA’s
Operating Model

f ‘Variabilize’ Costs
f Accountability

f Empowerment

f Long-Term/ Strategic
Planning

f Transparency
f Data and Analytics

DRAFT
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ﬁgance and Operating Model Findings

0 The on year planning
horizon for JEA adds
challenges to achieving
multi-year,
coordinated objectives

An expressway exists
for issues to reach the
SLT - enabling an
active management
approach by SLT

|
| : . .
| 9 Vertical orientation

: and isolated

: performance measures
| separate decision

: making and outcomes

: between business and

| corporate services
|

|

|

|

|

|

J

[

|

e “This is the way we
have always done it
here” culture limits
change readiness and

9 9 9 e 9 9 0 9 promotes distrust of

other internal and
9 especially external
entities
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Operating Model Requirements

Push management of day-to-day business down a
level in the organization so SLT can spend more
time on long-term planning and prepare the
organization for change

Develop, implement and manage a common
enterprise asset management capability to increase
resource and asset efficiency

Increase financial and operational transparency -
thereby increasing granularity

Provide an overt signal to the organization that
JEA is changing the way it operates

JEN

Potential Limiting Factors

Asking SLT members who actively manage their
business to relinquish control

Discomfort of changing established SLT and
organizational practices and processes

Transitioning from stating commitment to Utility
2.0 to taking action to achieve it

Trusting other parts of JEA and external parties to
achieve Utility 2.0 vision

DRAFT
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Option 1 (Status Quo)

+ Financial and operational reporting and
accountability remains at current level

+ Creating an asset management capability is
a cross-functional project, requiring
electric and W/WW to commit to:

o Own project success or failure
including establishing common JEA
asset, inventory and mobile work
management processes

o Resource the project adequately for
its duration

o Coordinate and leverage corporate
services as needed

o Delivering the project to JEA in 3
years

JEN
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Operating Model Options

Option 2

+ Financial and operational reporting and
accountability is moved to a lower level
+ Linear assets business responsible for
establishing, implementing and managing
three common process across unit:
o Asset management
o Inventory Management
o Mobile work management
+ Technology and other corporate services

will assist linear assets unit to produce a
solution within 3 years

+ Electric generation business focus is on
near term cost efficiency and long-term
portfolio optimization

+ W/WW plant business focus is on CUP
planning

Option 3

+ Financial and operational reporting and
accountability is moved to a lower level

assigned to standardized business segments
within Electric and W/WW business units

« Temporary asset management business

responsible for establishing a common asset

management solution following these
priorities
o Business requirements
o Common process requirements
o People/ skill requirements
o Technology requirements
* Asset management business reports to t

CEO and CFO and is tasked with delivering

the solution within 3 years

DRAFT
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Potential to
Sustain Cost
Savings

Probability of
Delivering an
EAM capability

Positioning JEA
for the Future

Operating Model Options

Option 1 (Status Quo)

Probability of costs leaking
back higher - reverting to
legacy behavior

History of large projects raises
concern

If businesses commit resources
odds improve

Planning and preparing the
organization for change
unlikely since SLT more likely
to continue to actively manage

Option 2

Option 3

Degree of change and
increasing transparency and
accountability reduces cost
leakage the most

Focus of linear asset business
is to deliver capability
Requires effective leader to be
successful

Challenge with this option is
that organization is likely
temporary and therefore
repositioning is needed

Recommended Option

Cost leakage reduced by
pushing financial reporting and
accountability down a level

Focus of asset management
business is to deliver capability
Effective leader need greater
to combat legacy obstacles

By establishing a temporary
organization from the outset
that can be absorbed easily
reduces future change

43
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Strategic and Budget Planning Process Integration

Communicate to Directors by March 1st

Strategic Planning Budget Planning

March through October 1

Annual Update to Strategic Roadmap

» Define key performance metric goals to .
achieve over time

+ Identify when critical capability needs are
required to achieve performance goals

« Identify critical risks and change management
needs to achieve achieving goals

* Present and review to Board prior to
communicating to utility

Annual Budget

Publishing the strategic roadmap ahead of
budgeting each provides guidance to business
units and corporate service on priorities to
reflect in budget

The April and June steps in the process are
where the SLT and BoD need to confirm and
enforce that strategic priorities are being
followed

Budget Execution

SN

October through January

« Current planning process

focuses on the next fiscal year’s
performance and objectives

» The customer satisfaction
improvement program

demonstrates that the process

can accomplish multiyear
strategic objectives

* However, given the capital
potentially at risk in the

generation fleet and the capital

needs of W/WW a strategic

planning process it is prudent to

plan longer term

« Will enable and require
corporate services like

technology and HR to become

business partners to help
business achieve goals by

prioritizing spend on critical

path needs

DRAFT
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;stablish Shared Performance Metrics

i

Performance Metrics Recommendations

' "DeliverBusiness Excellence « Strategic metrics need to be jointly

OUTCOME METRICS: Grow Revenues

Grow revenues from new business lines and unbilled revesue

reductions

PGos YD P17 st assigned to leading and contributing

$12miltion $6 million @

organizations from across JEA

Identify EAM principle-driven projects capable of producing $10

million of annual value

Cost performance:

1a. Non-Fuel Electric $/MWh
1b. Weter $/kGal

Lo Wastewster S/hGel

$10mtilion T80
1s.<553.94/MWh 13 SS5.07/MWh @
S el |l a

+ Operational metrics that require cross-

Debt/Asset Ratia Reduction - No now de ey

Mo base rate incresses projectad for atlt

Ieast 10 years in water/sewer

At least 100 customers on Demend Rate.

Imprave Rellability: CEMI-S lnss than: M

Water pressure > S0psi: Meets—95%, Ex

JEN

SN

functional contributions need to be jointly

—— o assigned to leading and contributing
95'% Appoints . .
s 0 | e @ organizations
Appointed
Complete
Roll out *1 Am An Ambassador” program toall employess 1000 | 61% -
P uy « Strategic and operational metrics are

e —— §OSPRORE Unbeatable Team assigned to leading and contributing

ol employees for FY16:-17 OUTCOME METRICS: Ensure  safn, healthy and ethical

Design and completion of caroer path pr rumblonmammw(nmm:oramm Organizations versus accepted or adopted
by the leaders of those organizations

established objective

liveryofeurric oo

ithnew

competency gans employess must take within 10 days of employmant) 100% b4
JEN ey — .
psfese® "/ "L/ . Earn Customer Loyalty « For projects and process outcomes, the
ooy S ———— —— organization with decision control should
Cstomer serice Resdeni nd Busiess e e also be responsible for outcomes and
Pomaindy A Sesdpns Mo i o therefore be the entity that funds
OUTCOME METRICS: Empower Customers to Maks informed FY17 Goal YioEvy

Decisions

transactions and/ or projects

ecfleccecofillcc ocH

Communications: Residential and Business e e
‘! Bt B
« Billirig & Payment: Residential snd Business :' : :f :, . :
o o Example #1, the business unit should be
e accountable for technology project
S A A i mie B outcomes and pay for them

o Example #2, the business unit should be
JEN accountable for the cost of inventory if
allowed to maintain decision control over
inventory levels and disposal

DRAFT °
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TR, VAR

A AN WA A ANA

: Cost Savings
Ientimpacts Stakeholder Impact s
Potential
Demand Service Cost sy (Rl e --
Gov. rs

es
Position » Push management of day-to-day business down a level — T | > t i
operating in the organization so SLT can spend more time on Intent is t?mpower- Increasing C_ity Increasi()g Increasing
model for long-term planning and prepare the organization for freeup ing lower accounta- officials strategic  change
o change time for ‘ levels bility  will need planning .readmess
Utility 2.0 SLT to increases  should tobe  allows for is key part

» Develop, implement and manage a common enterprise

e . focuson compe- result in prepared customer of
asset mapa}gement capability to increase resource and stregic | fencyat  betber for coticerns | opeETing
asset efﬁqency. . planning all levels cost changes, to be model

» Increase financial and operational transparency perfor- especially strategic- changes
* Provide an overt signal to the organization that JEA is mance  pushing ally
changing the way it operates P&L down addressed
Prepare and - Define key performance metric goals to achieve over 3, I . i I i
Maintain 10 5 and 10 years A Prioritiz- Including Enhances Providing
Year Strategic  * !dentify when critical capability needs are required to coherent ing efforts  City  electric direction
Roadmap achieve performance goals strategy  within  concerns  and and
+ Identify critical risks and change management needs to prieritizes Dusifiess 10 W —prioriy
= = efforts, unitsand strategy  value always
achieve achieving goals
- d ori — reducing across JEA allows for narrative increases
D Pr§§ent and.rev1ew to !30ar prior to communicating to exXtran— increases: —broader for mokale
utility to guide budgeting priorities eous work  cost budget customers
efficiency  value
narrative
Establish + Strategic metrics need to be jointly assigned to leading i} i l 1 N
Shared and contributing organizations from across JEA Reduces Increasing Increasing Customer Better and
Performance » Operational metrics that require cross-functional internal and and facing more
otrics contributions need to be jointly assigned to leading and ~ rework  sharing  sharing processes  efficient
contributing organizations and work- accounta- accounta- a(ld project
. . . . . arounds to  bility bility projects and
Strategic and operational metrics are assigned to ; . :

. I o, overcome typically typically will be  process
leading and contributing organizations versus accepted currently leads to  leads to yicte | GUEcomes
or adopted by the leaders of those organizations ineffec-  better  better effective improve

» For projects and process outcomes, the organization tive cross- process  process and product-
with decision control should also be responsible for functional outcomes efficiency efficient  ivity
outcomes and therefore be the entity that funds efforts

transactions and/ or projects
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Energy Supply

Capability Alignment

. s Demand Levels
with Utility 2.0 Lower Higher
Basic T Advanced 2 I A
A I " Target Today
Target

Service Levels
Basic Advanced

Target Today

Comparative Metrics

Total O&M / MWH, 5 Year FL Average

Q4 Q3 Q2 Q1
ik i I ——  Cost Levels
Today / Target Low Target High
Today

Note: Total O&M = (Non-Fuel Non-Allowance Variable O&M Costs + Fixed O&M Costs + Fuel Costs)
1 Comparative metrics against all owners of operating power plants in Florida with over 500MW of combined capacity

Source: JEA ;;ower plant unit outage data, SNL, Deloitte Analysis

Opportunity

» Key question for power supply is fleet
size / mix going forward given
market trends (existing fleet contains
flexible natural gas peaking plants,
mid-capacity base, and shoulder
power plants)

» A 5-year average from 2012 to 2016
shows JEA is in the second quartile
for cost of power production in
Florida' (Q1: BBCT-2, BBCT-3 and
BBST-4; Q2: NS-1 and NS-2; Q4: NS-3
operates in Q4)

* Fleet incurs high economic (60% of
total fleet hours) and planned (7%)
outages, creating work and increasing
cost / KWH generated

« Service levels are high - Northside
Generating Station (NGS) exceeds
industry-leading staffing ratios by 35
resources with excess staffing in
Mechanical, Electric, and Instrument
& Control Technicians

» Near term savings opportunities in
managing overtime hours and
standardizing processes

 Longer term savings potential in
reexamining individual units and the
entire generation fleet
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: H_Eﬂnérgy Supply - Opportunity Summary

Cost Savings Potential

_ (SM) (SM)

Leverage IRP to develop generation ownership plan $0.00 $18.00

Realign resource levels and workload $4.25 $4.25

Soft dollar savings associated with better utilizing TEA’s
service offerings

Total Savings $4.25 $22.25

Assign a TEA relationship manager within JEA

Note: See detailed opportunity summary in the appendix
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Ratlonallzatlon of JEA Generatlon Fleet

Outage Hours at Power Plants Units 2014 through 2016

Peaking I
BBCT-2 | |
BBcT-3 | |
BBST-4 | - Economic Outages
- Planned Outages
Ns-1 | i
B unplanned / Forced Outages
NS-2 | I
sy 0 |
0 5,000 10,000 15,000 20,000 25,000

Reduce Service Levels in Areas that are Overstaffed
Resource Allocation at Northside Generating Station

30,000

207 111
—
15
l 29
- |
18
' 34
Northsid  NS-1 & NS-2 NS-3 Fuel Multipl Exces
e FTEs Handlers e Plants S

Note: See subsequent slides for detailed explanation of graphics
Source: JEA Power Plant Unit Outage Data, JEA Overtime Data, SNL, Deloitte Analysis

Rationalization of JEA Generation Fleet
JEA Power Plant Units

50

N:CT 4

NSCT 3
I' NSCT 5

Mid-Capacity
Base & Shoulder

I NSCT-6 I === = - — - -
I I i
I | i
0 SIRPP-2
I | [
| N | ISJRPF’ 1d
20! ! !
I BBCT-1 I !
I I I NS 22
ol KSCT8 | I 3 =
GCT -
: scriLow Capacity ' o - 087 L o o o
e  Peakers
0 o 20% 60% 80%
2012-2016, 5 Year Average Capacnty Factor
@ Natural Gas Coal @ Oil @ Waste Heat %% Scheduled to be retired

Key Findings and Insights

« JEA has high levels of economic outages, while
Florida has excess generating capacity

+ The current fleet is organized into low-capacity
peakers and mid-capacity shoulder units

« Staffing at NGS is misaligned compare to industry
peers

» JEA does not have a single person responsible for
managing the relationship with and performance of
TEA
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Power Plant Units
Size equal to Generator Max Nameplate Capacity (MW)'

Age
50
r= =7
INSCT-3 |
(' NSCT-5
0 BT Mid-Utilization
INSCT-6 | Base & Shoulder
: I r -7 _W_ ___________
I
I I I
30 ' '
' I ! SJRPP-2°
: : | 54
I SJRPP-1 '
! I | /
KsCT-7 | :
20 : |
|
BBCT- I ' BBCT-2 BBCT-3
I I NS-22 \
KSGT-8 l
" G .
GCT-2 : "y
GCT-1 o L e e e e - —
Low Utilization
|
‘I I Peakers
0 |_ =———— T T T
0% 20% 40% 60%

2012-2016, 5 Year Average Capacity Factor
@ Natural Gas Coal @ Oil ¢ Waste Heat #%# Scheduled to be retired

1. JEA has joint ownership of SJRPP (80%) and Scherer (24%). Nameplate capacities have been adjusted to represent joint ownership
2. NS-1&NS- 2 were commissioned in 1962 and 1972, respectively, but repowered and returned in-service in 2003

3. SJRPP to be decommissioned by early 2018

Source: JEA Ten Year Site Plan (April 2017), JEA Power Plant Unit Outage Data, Deloitte Analysis

JEN

Takeaways

Situation: JEA’s generation fleet is
divided into two groups; low
utilization natural gas peaking units
and mid-utilization coal/natural gas
base & shoulder units

Availability is important for peaking
plants; JEA peaking plants averaged
unplanned outages 2% of the time
from 2014 through 2016.

Low economic outages are important
for base & shoulder units as they
point to an uncompetitive asset

After the closure of SIRPP, JEA
intends to keep NS 3 functional for
another 10 years. Replacing output
from SJRPP with NS 3 could increase
the cost of producing power

Market trends such as FRCC excess
capacity, low cost renewables and
slow demand growth indicate that
JEA should leverage the impending
IRP to examine the full spectrum of
fleet ownership scenarios in addition
to traditional fuel and GDP scenarios

DRAFT
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Outage Hours from 2014 through 2016

6 st~ Outage Profile of JEA Generation

Facilities

Outage Hours at Non-Peaking Units by Year

All Units Economic Outages Planned Outages
10,000 - 10,000 - %6k
BBCT-1 |
cc2 ] 6,319
6,000 £ 6,000 -
KSCT-7 | . l 4506
. ; 4,042
KSCT-8 “l 40004 & — 4,000 1 3,581 —
NeTs [ B . = i . e
20001 B B B 20001 B .
NSCT-4 | @ I g g g B % e
NSCT-5 I ) 0 ] e P 04 -m . -m
Peaking Units ,,,, 2015 2016 2014 2015 2016
R ———- I_ L B secT-2 MM BBCT-3 MM BBST-4 7 NS-1 HEINS-2 | NS-3
WM Esssse--—— | 000000 0 0 Key Findings and Insights
BBCT-2 B I Base & - Economic outages for non-peaking units have
BBcT-3 | | Shoulder decreased since 2014
| Units * NS - 3 contributed to 75% of all economic outages
BBST-4 at non-peaking units from 2014 to 2016
NS-1 | | + Planned outages for non-peaking units have
xs2 Il increased since 2014
B . , . . , + Between 2015 and 2016, planned outages at
0 5000 10,000 15,000 20,000 25000 30,000 Brandy Branch increased from 562 to 6,872 hours
. Economic Outages Planned Outages [ Unplanned / Forced Outages * NS -1 & 2 contributed to 70% of all unplanned/
forced outages at non-peaking units from 2014 to
Source: JEA Power Plant Unit Outage Data, Deloitte Analysis 201 6
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- Impact of SJRPP Retirement on

Generation

GWH
100% T

80% A

60% A

40% A

20% A

0% -

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
" Firm Inter-Region Interchange' [ SJRPP [l Other2 =~ NS 3 MM Scherer 4, NS-1,2 © BB-2,3,4

Takeaways
* SJRPP is scheduled to retire at the end of 2017 and the majority of lost generation will be compensated for by a combination of:
1. Increased purchased power
2. Increased utilization of Scherer 4, NS 1, and NS 2

» The decision to increase purchased power from Non-JEA generating assets instead of increasing the utilization of existing JEA
generating assets illustrates the need to study a wide range of purchased power scenarios during JEA’s next IRP

1. “Firm Inter-Region Interchange” includes Seasonal and Year-Round PPAs starting in 2018 and the nuclear PPA from MEAG commencing in 2019
2. “Other” includes renewables and natural gas peaking plants
Source: JEA Ten Year Site Plan (April 2017), SNL, Deloitte Analysis

JEA DRAFT °




o "Fle’

A

Percentage of Power from JEA vs. Non-JEA Owned Generation Assets

Projected as of 2017 Ten Year Plan Stable Natural Gas / High Renewable Scenario

B Non-JEA Owned

JEA Owned

2015 2020 2025 2015 2020 2025
(projected)  (projected) (projected) (projected)

Takeaways
+ Market trends that could significantly impact the percentage of power coming from traditional JEA generating assets:

— Continued cost reductions in distributed energy assets (e.g. distributed solar and energy efficiency)

— Sustained low and stable natural gas prices

— Development of nuclear power plants in Southeast

— Expansion of (or joining) a larger ‘power pool’ relationship with regional utilities

— In the long-term, the potential formation of an ISO / RTO within Florida

' Recommendation Savings

« Examine the full spectrum of fleet ownershir « Savings associated with IRP are unknown but early retirement of existing

scenarios during upcoming IRP assets would free up O&M dollars (e.g. early NS-3 retirement = $18M annually)
Source: JEA Ten Year Site Plan (April 2017), SNL, Deloitte Analysis
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Resource Allocation at Northside Generating Station Compared to Leading Practice Ratios

. Actuals Leading Practice Ratios' Applying Leading Practice Ratios
FUnetion Employees | Per 1000 MW (Coal) | Per 1000 MW (Gas) | Northside 1 & 2 (700 MW) | Northside 3 (564 MW)
Plants - Operation 38 42 7
Plants - Maintenance 63 43 4
Plants - Fuel Handling 35 6 0
Engineering and Support 19 8 1
Central Maintenance 7 6 0
Other 45 2
Total JEA NGS Employees| 207 Total Applying Leading Practice Ratios 111 14
Allocation for Additional Material Handlersl 29
Allocation of NGS Employees Working at Multiple Plants] 18
Total Applying Leading Practice Ratios & Allocations] 172
JEA NGS Headcount in Excess of Leading Practices] 35
Potential Resource Opportunities at NGS Takeaways
. 171 « Applying leading practice staffing ratios, as well
/ / as, making adjustments to fuel handling (due to
8 55 coal FBC technology) and shared resources, NGS
- | & appears to be over resourced by 35 FTEs
— 35 « Functions with the most overstaffing includes
- Mechanical, Electric, and Instrument & Control
: ; : ; ; ; . Technicians
Northside  NS-1 & NS-2 NS-3 Fuel Handlers  Multiple Excess
FTEs Plants
 Realign resource levels and workload at NGS, while making allocations for « $3.3M, using $94K average annual total
unique aspects of NGS operation, to match industry best practices compensation of a NGS technician
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Resource Allocation at Brandy Branch Generating Station Compared to Leading Practice Ratios

Actuals Leading Practice Ratios' Applying Leading Practice Ratios
Function
Resources Per 1000 MW (Gas) Brandy Branch 1,2,3 & 4 (880 MW)
Plants - Operation 16 12
Plants - Maintenance 8 6
Plants - Fuel Handling (0} 0
Engineering and Support 5 3
Central Maintenance 1 1
Other 5 3
| Total JEA BB Resource 35 Total Applying Leading Practice Ratios 25
JEA BB Resources in Excess of Leading Practices| 10
Potential Resource Opportunities at Brandy Branch Takeaways
35
. « A 30% staff reduction (~10 FTE) would align
. 12 Brandy Branch with leading practice
- 6 - Excess staff appear to be concentrated in Power
. B — 1 Plant/Unit Operations and Operations Engineering
. = 10
BB Operations Maintenance Engineering  Central Other Excess
Resources Maintenance
* Realign resource levels and workload at Brandy Branch to match industry best + S950K, using S95K average annual total
practices ) compensation of a BB plant/unit operator

Source: JEA FTE Data, Deloitte Analysis o
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onst vith TEA - Current State Assessment

WA AT ATA Avr wm A S

Current State
» JEA currently utilizes portfolio management, bilateral energy trading, natural gas management and
advisory services

« JEA manages the relationship with TEA via Paul McElroy, Paul Cosgrove, Steven Mclnall, and Tim
Hunt

* TEA’s comparatively flexible employment model can provide a mechanism to access talent
* Mike Trobaugh is TEA’s JEA client service manager. A similar position does not exist at JEA.

4| Portfolio Management v @ Bilateral Energy Trading ¢/

e

N~

RTO Market Management
& Trading

=
(2)
@ Natural Gas Management J @ Advisory Services \/

J = service utilized by JEA

-E() ) Power Supply Management

* Assign relationship responsibility for all of JEA to one director/ manager and » Soft dollar savings associated with better

task employee with increasing the value JEA receives from TEA utilizing TEA’s service offerings
Source: TEA, Deloitte Analysis
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rtime Level at NGS & Brandy Branch

Managing 2016 Overtime Hours to Industry Best Practices Takeaways
Overtime Hours for Linemaintainers at NGS
30,000 - Best « Overtime hours at NGS
25,000 T T T T T T T T T T T T T T T T T T T T T T T T T T T aaE o Rk, <« Practice exceed best practice by 5,634
. 10% hours
20,000 A s —
4,727
15,000 A 2 =7 * Overtime hours at Brandy
10, GaG - M Branch exceed best practices
' by 601 hours
5,000 - d
0 - - . : . . + Overall, planned overtime
Scheduled Comp Time  Contract Policy Total Overtime Delta from Targeted hours at NGS and BB are in
Earned Hours Best Practice Overtime Level . . .
. . o line with industry best
— Overtime Hours for Linemaintainers at Brandy Branch practices for current staffing
levels
1 4,416 Ll
o — - — 4 Practice
4,000 N 10%
2,000 -
0 -1 T T
Scheduled Comp Time  Contract Policy Total Overtime  Delta from Targeted
Earned Hours Best Practice Overtime Level

‘1‘ .\.— =1 -A‘ ' H

» Do not target for improvement as overtime hours are in line with best practices + No savings from aligning overtime

Notes: Overtime hours are calculated as the sum of Scheduled, Comp Time Earned, and Contract Policy. Emergency and Holiday overtime
hours are not included. Hours worked during “storm” periods, defined as when Florida is under a State of Emergency, are also not included.
Source: JEA Overtime Data, JEA FTE Data, Deloitte Analysis
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Capacity Factor (%), Quartiles 2012 — 2016 Heat Rate (Btu/kWh), Quartiles 2012 — 2016

18,000
16,000
14,000
12,000

=R ner: ion.Fleet - Northside 1 & 2 Fluidized Bed
‘A""A AA&?_}A A _ - = - E Combustlon

o — S _
10,000 - — e - -
8,000
6,000 34
4,000 -
2,000 A
O I T T T 1 0 T T T 1
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
m— = NS-1 NS-2 = NS-1 NS-2
5 Year Average Quartiles 5 Year Average Quartiles
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
| A A i
Takeaways
+ Capacity factors for NS - 1 & 2 have been trending higher * Heat rates for NS - 1 & 2 have remained consistent over
over the past 5 years and are in Q3 compared to a the past 5 years and are in Q2 compared to a nationwide
nationwide coal fluidized bed power plant peer group coal fluidized bed power plant peer group

1. NS-1& NS - 2 are being compared to all other 59 coal fluidized bed power plant units in the United States
Source: SNL, FERC, Deloitte Analysis
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Capacity Factor (%), Quartiles 2012 — 2016 Heat Rate (Btu/kWh), Quartiles 2012 — 2016
100 ~ 20,000 -
.y 18,000 -
80 16,000 -
- 14,000 -
60 s ’ g 12,000 =
10,000 :
40 8,000 . -
N 6,000 1
20 £ 4,000 -
2,000 -
0 T =T 1 0 1 | | 1
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
== == NS-3 m— == NS-3
5 Year Average Quartiles 5 Year Average Quartiles
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
‘A | I
Takeaways
« Capacity factors for NS - 3 have ranged from 36% (Q1) to * Heat rates for NS - 3 have remained consistent over the
8% (Q4) between 2012 to 2016 and have been trending past 5 years and are in Q3 compared to a Florida peer
positively since 20142 group of natural gas steam turbine power plant units

1. NS - 3 is being compared to all other 9 natural gas steam turbine power plant units in Florida
2. NS - 3 capacity factor is 24% from January 2017 through April 2017, equal to the four month period in 2016.
Source: SNL, FERC, Deloitte Analysis
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' afiz “ -ation Fleet’- Brandy Branch 2, 3 & 4 Natural Gas
o8 en tafnlaghrancy ranch 2,3 & 4 Naurl Ga
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AN WA ATVAT :A A wm -~ Combined Cycle
Capacity Factor (%), Quartiles 2012 — 2016 Heat Rate (Btu/kWh), Quartiles 2012 — 2016
100
. i
80 {0 -

60

40

20

0 1 T 1 6,000 T T 1 T 1
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
== == BB-2 == == BB-3 == == BB-4 - == BB23&4
5 Year Average Quartiles 5 Year Average Quartiles
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
AA A A
Takeaways
+ Capacity factors for BB - 2, 3 & 4 have averaged Q1 * Heat rates for BB - 2, 3 & 4 have remained consistent over
performance over the past 5 years compared to a Florida the past 5 years and are in Q1 compared to a Florida peer
peer group of natural gas combined cycle power plant group of natural gas combined cycle power plant units
units

1. BB-2.BB- 3 & BB - 4 are being compared to all other 179 natural gas combined cycle power plant units in Florida
Source: SNL, FERC, Deloitte Analysis
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" Rations v';"_ﬁi ratio Fle t~Greenland, Kennedy & Brandy Branch
”- =Y 1 Combustion Gas Turbine

A AW WA A A A AV WA

Heat Rate (Btu/kWh), Quartiles 2012 — 2016

Capacity Factor (%), Quartiles 2012 — 2016

100 24,000
80 - 20,000
o R 16’000
60
. 12,000
40
8,000 ol
20 4,000 - —
Q - - p— — - =
I el el e R e el = ] 0 | | | |
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
w= == Greenland == == Kennedy == == BB-1 m= == Greenland == == Kennedy == == BB-1
5 Year Average Quartiles 5 Year Average Quartiles
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
AA A A AA
Takeaways

* Heat rates for Greenland, Kennedy and BB - 1 have
fluctuated over the past 5 years, but have averaged Q3
performance compared to a Florida peer group of natural
gas turbine power plant units

« A few natural gas turbine power plant units operate at
higher capacity factors (resulting in a large range within
Q1), but the majority of units operate at capacity factors
under 10%

1. Greenland, Kennedy, and BB - 1 are compared to all other 105 natural gas turbine power plant units in Florida. Each of Greenland and Kennedy’s 2 power plant units are shown as a single power plant.

Source: SNL, FERC, Deloitte Analysis
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“'"iget - FRCC Generation Supply Curve

2016 FRCC Generation Supply Curve

2016 Variable O&M
(S/MWh)
$500 - NSCT-3,4,5&6 [l
$450 - \ o
2016 Florida Peak Demand H
$400 -
Winter! I I Summer
$350 40,246 I I 44,730
MW MW
$300 - | |
$250 I !
I l BBCT - 1
$200 - I I
GCT-1&2
$150 - | | KSCT -7 & 8
NS-1&2 NS-3 BBCT-2, 3 & 4 | l
$100 -
$50 - % A =
A& I
=
SO T T T lv v T T 1
0 10,000 20,000 30,000 40,000 50,000 60,000 70,000

Cumulative Summer Capacity (MW)
© Coal A Gas < Waste Heat M Oil

Notes: JEA’s ownership of Scherer 4 is not included since the power plant is located in Georgia. SJRPP has been excluded.
1. Winter Peak Demand is for the 2015/2016 winter season
Source: SNL, FERC, Deloitte Analysis
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Cost Savi
Stakeholder Impact Potential

Leverage IRP to
develop generation
ownership plan

Realign resource
levels and workload

Assign a TEA
relationship manager
within JEA

Study current operations of JEA’s power fleet
and trends impacting the FRCC market
Examine several different scenarios beyond
traditional fuel pricing/ penetration and
economic growth forecasts such as:

- Spectrum of ownership levels

- Expansion of GRU ‘power pool’

- Distributed energy resources
Determine metrics or indicators to monitor
that would indicate the need to consider
changes to generation portfolio

Apply leading industry staffing ratios and
examine potential overstaffing in mechanical,
electric, and instrument & control technicians
Examine potential excess work being
performed by the fuels procurement and
commodity risk management functions

Assign relationship responsibility for all of JEA
to one director/ manager and task employee
with increasing the value JEA receives from
TEA

Consider leveraging TEA for staffing niche/
specialized talent that may be difficult to
recruit within JEA - especially if costs can be
defrayed with other TEA members

Note: See subsequent slides for detailed explanation

Source: Deloitte Analysis

Demand Service Cost
N g N
Identified Maintain Intentis
metrics/ current toreduce
indicators service  cost of
reduce levels key supplied
analyses given pace power

by of change

planners -

possibly
ask TEA to
perform to

further

reduce

demand

& N2 N2
Same  Increase Reducing

amount of efficiency the cost of
total work operations

is being
performed

to keep

plants
operating

N T <

Lesswork  Only  JEA’s TEA

is being leverage fees not

performed TEA when based on
by JEA service to number of
JEAis  services
increased used;
arranging
resources
there will
add cost

City Custom Employe --
ers

Gov.

I

Changes Focus on Commumc
to cost ations to
generation efficient employees

fleet supply mix important
couldspur isa  toprepare $1 8.00
political customer- for N |
attention  first  potential $000 oon&/:ae
approach outcomes savings
Reduc- Reduction Negative
tions  in cost of employme
could service ntimpact
trigger for some $4-25 54-25
concern employees
Improve- Negative

ment in employme

services ntimpact Soft dollar savings
offered to for some associated with
customers employees petter utilizing TEA’S
over time service offerings
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Energy Delivery

Capability Alignment

Demand Levels

with Utility 2.0

Basic Taday Advanced

Target

Lower Higher

8 I A ®

Target Today

Comparative Metrics

Total O&M ($) / Distribution Line Miles!

Q4 Q3 Q Qi
Today Target

Service Levels
Basic Advanced

& A I .

Today Target

Cost Levels

Low High

. i A

Target  Today

1 Comparative metrics against all US distribution utilities with greater than $100,000 in O&M
2 Overtime hours as a percentage of “normal time” hours do not included storm periods (when a State of Emergency was declared) and account for

4 weeks of annual employee vacation

Source: SNL, Deloitte Analysis, JEA overtime data, JEA organizational charts

 Inconsistent data for assets,
inventory, and work orders limits
crew efficiency and asset
maintenance improvement
opportunities

+ Antiquated field technology

» Accurate operational reports do not
exist; low-quality reporting deters
productivity and obscures areas for
improvement

« Linemaintainer overtime hours
account for 17% of “normal time”
hours?

* Large service footprint and drive
times present opportunities to
increase crew efficiency

» Low service levels due to lack of data
entry standards with fieldforce
technology needed to manage work
and asset management performance

Crew sizing, overtime and other
factors drive cost per line mile - with
improved work data these can be
addressed
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| | ’ Eﬁefgy Delivery - Opportunity Summary

Cost Savings Potential
| (SM) (SM)

Improve service center footprint and dispatch locations $0.73 $1.16

Perform asset management (EAM) and work order (WMS)
audit to identify gaps in EAM and WMS and improve their
collective use

Simplify and empower employees to participate in
EAM/WMS

Reduce overtime hours $1.00 $1.00

51.73

Total Savings

Note: See detailed opportunity summary in the appendix
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Improve Service Center Footprint & Dispatch Improve Service Center Footprint & Dispatch
Linemaintainers at SSSC and WSSC Overlapping Territory Drive Time Estimates (Hours), Non-Emergent

/
T Required reduction in drive time hours
to reach 50% crew productive time
iy " Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
TUowssc I sssc [ wssc WSSC - Goal [ SSSC == == SSSC - Goal
Perform EAM & WMS Audit — Key Findings and Insights

Work Order Data for Overhead & Underground Groups « Line maintainers at Westside and Southside service

Maximo & FMS Data: 10/1/2015 to 6/23/2017 centers work within each other’s service center

territories increasing total drive time and reducing
crew productivity

+ Population growth at the edge of JEA’s service
territory is resulting in more demand on service
centers and increased drive times for crews

— —_— « There are gaps in EAM and WMS data entry and

Begin Date Completed Date Crew ID Supervisor performance reporting
© % W/0 with Data % W/0 without Data

Note: See subsequent slides for detailed explanation of graphics
Source: JEA Start/Stop GPS Data, JEA Work Order Data, Deloitte Analysis
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mprove Service Center/ ootprint & Dispatch - Average Work Day

2o

6:00 to 6:45 am Get Assignment, load up trucks, leave service center
6:45 to 7:35 am Drive to Site

7:35 to 7:50 am Safety Brief

7:50 to 8:10 am Job Site Setup

8:10 to 10:50 am Working on Job (2 hours and 40 minutes)

10:50 to 11:00 am Tear Down Job Site

11:00 to 12:00 pm Lunch

12:00 to 12:20 pm Job Site Setup

12:20 to 1:30 pm Working on Job (1 hour and 10 minutes)

1:30 to 1:40 pm Tear Down Job Site

1:40 to 2:20 pm Drive to Service Center

2:30 to 3:00 pm Arrive back at service center, paperwork, daily breaks

Crews are working on a work order for approximately 43% of their 9 hour shift. Decreasing drive time by 40
minutes per day would increase productive time to 50%.

Source: Conversation at Westside Service Center
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ofﬁﬁt & Dispatch - Drive Time and Miles

s/ % h E f '\.\7‘ 1 f‘rx
" P
rvice Center Fo
: g : ",:r; _7EA:, !T\L 7&) , 7‘;}’

Tak
2016 Drive Time Estimates Per Vehicle By Month (Hours) s

Non Emergent Work, Weekdays between the hours of 6am and 5pm + Drive time and miles per
vehicle are relatively similar
between WSSC and SSSC, as
well as, consistent throughout

2.0

the year
__Required reduction in drive time hours * The average annual drive
to reach 50% crew productive time time for weekday non-
‘ o .

emergent work is
approximately 1 hour and 40

Jan Feb Mar Apr May Jun Jul Aug  Sep Oct Nov Dec 8
minutes for both WSSC and

| WSSC === WSSC - Goal [ SSSC == = SSSC - Goal

SSSC
2016 Mileage Estimates Per Vehicle By Month (Hours) . Average weekday non-

50 - Non Emergent Work, Weekdays between the hours of 6am and 5pm emergent drive time needs to
decrease to 56 minutes per

40 A day to reach 50% crew
productive time

30 A

20 - + Peak 2016 drive times and
miles driven occurred in

10 7 October due to Hurricane

0 - Matthew

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
| WSsSC [ sssc

Source: JEA Start/Stop GPS Data, Deloitte Analysis
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"ootprint & Dispatch - Service Center

Locations

Vehicle Start / Stop Coordinates for Linemaintainers ————— Takeaways

Conducting Planned Work in 2016
J— 5 * Increasing crew productive time

- Westside (WSSC) 3 _, 5 to 50% requires decreasing drive
| Southside (SSSC) _ _ ——_ _ '}', e on time to just under 1 hour per day
- Lk : ' « Within 1 hour per day, the average

crew can drive approximately 24
miles

* A 12 mile radius drawn from WSSC
and SSSC approximates how many
journeys crews are taking well
beyond the “50% productive time
boundary”

» A higher percentage of SSSC works
orders take them outside the “50%
productive time boundary”

/ -1 WestSIde ;f(
— L
=" M"‘

« Study option to move or open additional service or dispatch centers to the « Decreasing daily drive time to 1 hour

southeast to reduce drive time and increase crew productivity would increase crew productivity by 16%

Note: 12 mile driving radius is calculated using an average vehicle speed of 24 mph
Source: JEA Start/Stop GPS Data, Deloitte Analysis
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Current State - Electric

EAM WMS

- Data on assets (e.g. type, location, age) is inconsistently < Accurate operational reports (e.g. work order variance
reliable, limiting the productivity of crews and ability to reports, productive time tracking) do not exist, resulting
perform preventive maintenance in an inability to accurately track performance

« Opportunities to track and understand assets at the - For example, Maximo & FMS Data for WSSC from
beginning of the EAM process are not taken advantage of 10/1/2015 to 6/23/2017:
or enforced (e.g., scanners, and automatic re-ordering of — 68% of work orders have a Work Completed date and
supplies) 1% have a Work Begins date

» Crews, contractors, and inspectors have limited ability to

— 3% of k orders h igned i d
digitally record standardized asset data on-site reducing Cre(\)N IVI;or orders have an assigned Supervisor an

the amount and quality of data captured

Future State - Electric, Water and Wastewater
Improved data integrity, requirements understood up front Requirements communicated and gaps identified

+ The Golden Record + Accurately measure and improve performance reporting
» Assets are tracked from procurement to end use  Barriers to efficiency are identified by work order type,
* Maintenance optimizes assets service center and crews
+ Technology enables participation by JEA crews, inspectors * Technology enables detailed data collection using

and contractors sensors and IOT devices (e.g. vehicles, field equipment)

Collect data requirements from EAM

Identify work order data requirements from E/W/WW leadership to manage crew performance
» Map current asset and work order processes from work order creation to work order close

« Identify gaps in data collection/process and develop a plan to mitigate

Source: Conversations with E/W/WW Employees, JEA Work Order Data, Deloitte Analysis
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‘Planned Overtime at Service Centers

Managing 2016 Overtime Hours to Industry Best Practices Takeaways
Excess Overtime Hours for Linemaintainers at WSSC
20,000 « Linemaintainers at WSSC and
SSC both exceed industry best
15,000 - 6,860 12,696 Best practices for planned
————————— : e = B —- < Practice overtime hours
10,000 - 10%
« WSSC exceeds best practice
5,000 1 by 5%, corresponding to
approximately $450,000 in
0 - ' ' ' ' ' overtime pay
Scheduled Comp Time  Contract Policy Total Overtime  Delta from Targeted
Earned Hours Best Practice Overtime Level
Excess Overtime Hours for Linemaintainers at SSSC * SSSC exceeds best practice by
20,000 - 6%, corresponding to

approximately $550,000 in
overtime pay

— H
15,000 - 5,743

1000014 T
5,000 -
O A

T T

Best
: { Practice
10%

11,224

Scheduled Comp Time Contract Policy Total Overtime Delta from Targeted
Earned Hours Best Practice Overtime Level

« Incentivize managers to reduce overtime hours to meet industry best practices « S1M in savings from aligning overtime
hours to industry best practices

Notes: Overtime hours are calculated as the sum of Scheduled, Comp Time Earned, and Contract Policy. Emergency and Holiday overtime hours are not included. Hours worked during “storm” periods,
defined as when Florida is under a State of Emergency, are also not included. 66% of overtime hours are assumed to be paid at x1.5 total hourly compensation and 33% paid at x2 total hourly compensation.
Source: JEA Overtime Data, JEA FTE Data, Deloitte Analysis

JEA DRAFT




Appendix




Y VA,

1- WA Awawwa Avv W AR\

‘ Cost Savings
I Stakeholder Impact . 8
Potential
Demand Service Cost SV Employe --
Gov. rs

Improve service « Study current overlap in service footprints N2 T d T ’I\ $0.73 $1.16
center footprint and for WSSC and SSSC linemaintainers Amount of Crews are Increase in Decreased Decreased Decreasing Decreasing
. . . non- able to short-term drive time drive time daily drive daily drive
dispatch locations conducting non-emergency, scheduled productive accomplish  costs reduces likelyto timeto1 timeto1
work demands more work associated JEA improve  hour 15 hour
+ Examine combining E/W/WW service oncrews ordersina  with response  moral  minutes
centers to optimize real estate expense decrease given year ‘;Xpi‘“d_e‘tj times
and limit burdens on supply S
Perform asset + Collect data requirements from EAM N2 T J P 1
management (EAM) « Identify work order data requirements f’f’!@re . Better '“'t'al I MOfet Ars]summ.g
: etrricien manage 1nvestmen accurate change1s
and work qrder from E/W/WW leadership to manage crew schedillling prodictit i wark costand tEneged,
(WMS) audit to performance of crews y of crews order audit time crews
identify gaps in EAM * Map current asset and work order reduces improves estimates  should
and WMS and processes from work order creation to EXCESS Crew for  experience
e Eoe BhEi Wodtorder tlote work efficiency customers fewer
P . . - . barriers to
collective use + Identify gaps in data collection and process producit-
+ Develop a plan to mitigate ivity
Simplify and + Leverage output from asset management N2 T N% T
empower employees and work order audit to identify near-, Fieldforce Increase  Initial Crews are
to participate in mid- and far-term field force solutions to ~ ‘ccnowosy  data investment requesting
P P i R simplifies quality and in these
EAM/WMS improve asset and work order data quality  data entry improve technology solutions
+ Submit recommendations for approval process  decision produces today -
accounting for E/W/WW fieldforce needs making ~ making  cost ‘morale
less work across JEA  savings increase
Reduce overtime » Establish performance metrics for N% N% N% N% N%
hours managers to reduce overtime hours to FGWEI:T W‘Zk Total cost Backlog  Reduction
meet industry best practices (10% of work— _backiog — for increase —intotal "G4 ) $1.00
—— orders may  operations may employee
standard time”) assigned increase reduced affect pay
customers

Note: See subsequent slides for detailed explanation
Source: Deloitte Analysis
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Capability Alignment

with Utility 2.0

Basic Advanced

A |

Today Target

Demand Levels

Lower Higher

1 A

Target Today

Comparative Metrics

Water Delivery
Q4 Q3 Q Q1
Today Target

Wastewater Collection
Q Qi

A

Today Target

Service Levels

Basic Advanced

o AI @

Today Target

Cost Levels

Low High

Target Today

1. Water and wastewater peer benchmarks are from the 2016 American Water Works Association (AWWA) Benchmarking Performance Indicators
Source: Deloitte Analysis, 2016 AWWA Benchmarking Performance Indicators

JEN

» Technology-enabled efficiencies

are lacking despite introduction of
some sensor technology to date

Data management systems
inconsistent (some work orders
generated in EAM, others in FMS)

Water delivery O&M is in Q1
among peers, while wastewater
collection is in the 2" quartile?

» Workload is high as a result of

growing consumption, aging
assets, delayed investment from
2008-09, and work-order backlog

Service levels are In line with peer
averages, but can be improved by
increasing digitization and
continuing to replace old assets

« Water delivery and wastewater

collection costs are below the
peer median, with water delivery
in Q1 and WW collection in Q2
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w stevﬁier Collection - Opportunity Summary
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Cost Savings Potential
| (SM) (SM)

Improve service center footprint and dispatch locations $0.46 $0.74

Perform asset management (EAM) and work order (WMS)
audit to identify gaps in EAM and WMS and improve their
collective use

Improve planning for vehicle maintenance and fleet Decreased unproductive crew time due to vehicle
expansion unavailability
Reduce overtime hours $0.52 $0.52

Total Savings $0.98

Note: See detailed opportunity summary in the appendix
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Improve Service Center Footprlnt & Dlspatch

Drive Time Estimates for PSSC (Hours), Non-Emergent
1.7

1.7

16 16 16 1.6 1.6

1.5

16 15

1.6

__Required reduction in drive time hours
to reach 50% crew productive time

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Pearl - Actual = Pegr| - Goal

Perform EAM & WMS Audit
Completeness of Asset and Operational Performance Data

~ Asset Data - Completeness
Location C 5
Age O
Type D

~ Operational Performance Data  Completeness

®

Time to complete work order
Work order crew #

Aggregated data reporting

JEN

25% -

20%

15%

10%

5%

0%

Improve Planning for Vehicle Maintenance and Fleet

Expansion

Vehicles Overdue Preventative Maintenance in E/W/WW

Electri

Water/Wastewate
| % Vehicles @verdue PM [l Avg # of Days Vehicle @verdue PM

r 250

- 200

- 150

- 100

- 50

- 0

Key Findings and Insights

+ PSSC maintenance crews have less than 50%
productive time, much of which is attributed to drive
time

 There are gaps in EAM and WMS data entry and
performance reporting

« W/WW has experienced increased demand on crews,
which has increased pressure to keep vehicles
available by delaying routine maintenance

DRAFT
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tprint & Dispatch - Average Work Day

7:00 to 7:45 am Get Assignment, load up trucks, leave service center
7:45 to 8:35 am Drive to Site

8:35 to 8:50 am Safety Brief

8:50 to 9:10 am Job Site Setup

9:10 to 11:25 am Working on Job (2 hours and 15 minutes)

11:25 to 11:30 am Tear Down Job Site

11:30 to 12:30 pm Lunch

12:30 to 12:35 pm Job Site Setup

12:35 to 2:10 pm Working on Job (1 hour and 35 minutes)

2:10 to 2:20 pm Tear Down Job Site

2:20 to 3:10 pm Drive to Service Center

3:10 to 3:30 pm Apprentice Training Allocation

3:30 to 4:00 pm Arrive back at service center, paperwork, daily breaks

Crews are working on a work order for approximately 43% of their 9 hour shift. Decreasing drive time by 40
minutes per day (to 1 hour) would increase productive time to >50% (an increase in crew productivity by 16%)
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2016 PSSC Drive Time Estimates Per Vehicle By Month (Hours)
Non Emergent Work, Weekdays between the hours of 7am and 5pm

2.0 q
15 16 16 15 16 16 16 16 17 4 17 16
1.5 =
.01 - . ——
05 | | Required reduction in drive time hours
: to reach 50% crew productive time
0.0 T T T T T T T T T T T
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2016 PSSC Drive Distance Estimates Per Vehicle By Month (Miles)
60 1 Non Emergent Work, Weekdays between the hours of 7am and 5pm
420 399 410 394 393 418 389 410 414 429 418 400
0°D m B e em B =B BB ==
-~ AEBEEEEBERRRE
0 glglglglglg'glglglglglg

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Takeaways

Average drive time from Pearl
Street Service Center to work
sites appears relatively
consistent throughout the
year

The average annual drive
time for weekday non-
emergent work is
approximately 1 hour and 36
minutes

Expanding the average to
included weekday emergent
work increases average daily
drive time to 1 hour and 50
minutes

Average weekday non-
emergent drive time needs to
decrease to 56 minutes per
day to reach 50% crew
productive time

Peak drive times and miles
driven occurred in October
due to Hurricane Matthew

DRAFT
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otprint & Dispatch - Service Center

Locations

Takeaways

« JEA’s water territory stretches 75 miles from
North to South and distribution maintenance is
serviced entirely from Pearl Street Service
Center

+ Increasing crew productive time to 50% requires
decreasing drive time to approximately 1 hour
per day

« Within 1 hour per day, the average crew can
drive approximately 26 miles

* A 13 mile radius drawn from PSSC approximates
how many journeys crews are taking well beyond
the “50% productive time boundary”

« A higher percentage of PSSC works orders take
them outside the “50% productive time
boundary”

45 miles - -

« Study option to move or open additional service or dispatch centers to the east + Decreasing daily drive time to 1 hour
of the St. Johns River would increase crew productivity by 16%

Note: 13 mile driving radius is calculated using an average vehicle speed of 26 mph
Source: JEA Start/Stop GPS Data, Deloitte Analysis
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Current State - Water and

EAM Wastewater WMS
« Assets are not tracked from the beginning of the EAM » Detailed operational reporting exists, but information
process is collected across multiple systems
« Crews, contractors, and inspectors have limited ability « For examp[e’ work orders are processed through one
to digitally record standardized asset data on-site of two systems, depending on where they originate:

reducing the amount and quality of data captured

« Data on assets (e.g. type, location, age) is unreliable,
limiting the productivity of crews and the ability to
perform preventive maintenance

— Originating from customer = FMS
— Originating from within JEA = EAM
« Aggregate operational performance metrics cannot be
tracked accurately or used to optimize performance

Future State - Electric, Water and Wastewater

+ The Golden Record  Accurately measure and improve performance
« Assets are tracked from procurement to end use reporting
+ Maintenance optimizes assets  Barriers to efficiency are identified by work order
« Technology enables participation by JEA crews, type, service center and crews
inspectors and contractors » Technology enables detailed data collection using
sensors and IOT devices (e.g. vehicles, field
equipment)

 Collect data requirements from EAM

« Identify work order data requirements from E/W/WW leadership to manage crew performance
» Map current asset and work order processes from work order creation to work order close

« Identify gaps in data collection/process and develop a plan to mitigate

Source: Conversations with E/W/WW Employees, JEA Work Order Data, Deloitte Analysis
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Water and Wastewater Vehicle Availability and Reliability

Capital expansion
planning for growing
demand [ 2\ O

\ T T Reacti\{e nature of
water maintenance can

e e = e | ‘ dema.nd on make “working hours”
iy o S i

[
I
| certain job types create
I
I

Delayed
vehicle
maintenance

additional complexity in

Vehicle
availability
and
reliability
Vehicles

unavailable

Emergency
vehicle
repairs

Note: Increased work demand refers to an increase in work orders and an increase in the number of employees requiring vehicles
Source: Conversations with W/WW Managers and Fleet Maintenance employees, Deloitte Analysis

ing - Fleet Availability and Reliability

Takeaways

Capital expansion planning
for the W/WW vehicle fleet
must be aligned to a 24 hour
operational model

Supervisors are resistant to
send vehicles for necessary
maintenance due to high
work volume and crews lack
trust that that vendors will
return vehicles on time

Delays, or missed,
preventive maintenance
means vehicles deteriorate
faster and require more
burdensome emergency
maintenance

Emergency maintenance
means vehicles are
unavailable for longer and
increases work demand on
other crews

DRAFT
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Year Vehicle Entered into Service, as of 6/30/2017

80 - 73
66 67
60 -
57 \nJ8 46
38’ -
40 34
35 21
- 30 .
22 55
0 T T T T T T T T T T T T 1

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Electric === Water/Wastewater

Percentage of Vehicles Overdue for Level lll Preventive Maintenance
: Interval Inspection, as of 10/1/2016

L . J
— Represents 13% of the total 415 vehicles in Electric fleet
Water 178
L J
= lRepresents 19% of the total 369 vehicles in W/WW fleet

 Lessthan 1 Month [ 1 to 3 Months 3to6 Months [ 6 to 12 Months [ Greater than 1 Year

| Recommendation

 Ensure that both W/WW and Fleet Managers are involved in the capital planning cycle

» Enforce maintenance planning standards to require more frequent preventive maintenance

Note: Vehicle entered into service data for 2017 represents only 6 months of the year
Source: JEA Oierating Vehicle and Equipment List as of 6/30/2017, JEA PMI Units Due as of 10/1/2016, Deloitte Analysis

Takeaways

The W/WW business has
greater year-to-year variation
in the number of vehicles
entering service than the
Electric business due to less-
effective planning

19% (58 vehicles) of W/WW
vehicles were overdue for
Level Il PMI at the of end of
FY16, whereas, 13% (47
vehicles) of Electric vehicles
were overdue

On average, W/WW vehicles
that are overdue for Level Il
PMI are late by 244 days,
whereas, Electric vehicles are
overdue by 108

» Decreased unproductive crew
time due to vehicle unavailability
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Managing Planned Overtime Hours to Industry Best Practices Ll
Excess Planned Overtime Hours for Maintenance Mechanics at PSSC « Maintenance Mechanics at
PSSC exceed industry best
40,000 7 practices for planned
—_— overtime hours
3,130
30,000 - « Savings potential of
] 24,840 o e approximately $520,000 from
B (e =S i P the excess planned overtime
hours worked by 135
Lol Maintenance Mechanics at
PSSC in 2016
10,000 -
O I T T T T T
Scheduled Comp Time Contract Policy Total Overtime Delta from Targeted
Earned Hours Best Practice OT Level

» Incentivize managers to reduce overtime hours to meet industry best practices = $520K in savings from aligning overtime
» Enforce accurate timesheet reporting hours to industry best practices

Notes: Overtime hours are calculated as 80% of the sum of Scheduled, Comp Time Earned, Contract Policy, Emergency, and Holiday overtime hours. This revision was made due almost half of all overtime
hours charged by PSSC employees were classified as emergency. During discussions with Pearl Street Managers this was deemed to be the result of inaccurate employee time reporting. Hours worked during

“storm” periods, defined as when Florida is under a State of Emergency, are also not included. 100% of overtime hours are assumed to be paid at x1.5 total hourly compensation.
Source: JEA Overtime Data, JEA FTE Data, Deloitte Analysis
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Improve service
center footprint and
dispatch locations

Perform asset
management (EAM)
and work order

(WMS) audit to
identify gaps in EAM
and WMS and improve
their collective use

Improve planning for
vehicle maintenance
and fleet expansion

Reduce overtime
hours

JEN

Cost Savings
| Stakeholder Impact Potential

Demand Service Cost
Decrease drive time by dispatching crews N% i ik .
closer to work sites for scheduled, Amount of Cri\ivs tare lrrllcretatse in

2 non- able to short-term
predIFtable work L. . productive accomplish ~ costs
Identify space at existing JEA properties demands more work associated
(e.g. pumps, plants) that could be

oncrews ordersina  with
converted to support new service center or decrease givenyear expanded

dispatch locations foatpring

Collect data requirements from EAM NZ E \l/

Identify work order data requirements More ~ Better Initial
efficient manage investment

from E/W/WW leadership to manage crew

¢ scheduling productivit in work
performance

of crews y of crews order audit

Map current asset and work order reduces improves

processes from work order creation to EXCESH CIEW

work order close work efficiency

Identify gaps in data collection and process

Develop a plan to mitigate

Enforce maintenance planning standards to N% i N%
Work  More work PM

require more preventive fleet maintenance

Develop capital planning standards that L R

L. : decreases executed total
anticipate fleet expansion needs 8 to 12 dierto maintenan
months ahead of time more ce costs

productive
vehicles
Establish performance metrics for N% N% N%
managers to reduce planned overtime to Fewer  Backlog of Total cost
work  work may for W/ WW

meet industry best practices (Planned OT
not to exceed 10% of standard time”)
Enforce accurate timesheet reporting

orders are increase operations
performed increment reduced
by crews ally

Source: Deloitte Analysis
1. All Water “Maintenance” personnel considered (136 personnel in total); Average hourly rate of $34

City

Gov.

rs

roq

$0.46 $0.74

Decreased Decreased Decreasing Decreasing
drive time drive time daily drive daily drive

reduces likely to
JEA improve
response  moral
times
E L 1
More  Assuming
accurate change is
cost and managed,
time crews
estimates  should
for  experience
customers fewer
barriers to
producit-
ivity
£ 4
Reduced Increased
and more  vehicle
reliable availabilit
JEA y

response /reliabilit

times y to
improve
morale

Increase in Employees

backlog who rely
may
affect overtlme

customers effected

time to 1

time to 1
hour 15 hour

minutes

Decreased
unproductive crew
time due to vehicle

unavailability

$0.52 $0.52
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Water & Wastewater Treatment

Capability Alignment

Demand Levels

with Utility 2.0

Basic Advanced

A1l

Today Target

Lower Higher

Target Today

Comparative Metrics

Water Supply
Q4 Q3

Q2 ) Q1
Al
Today Target

Wastewater Treatment
Q4 Q3

Al

Today Target

Service Levels
Basic Advanced

Target Today

= Cost Levels High

1A :

Target Today

« Technology-enabled efficiencies (e.g.
asset monitoring and preventative
maintenance) exist, but are not
pervasive

« Data governance and management
systems lack standardization, and are
manual processes

» Comparing O&M spend with peers,
Water treatment is in the 15t
quartile, while wastewater treatment
is in the 4% quartile’

« Maintenance and capital expansion
demands have increased as a result
of growing consumption, aging
assets, and delayed investment
during 2008/2009

» Advanced plant technologies (e.g.
Buckman UV, Nassau membrane
plant, SCADA system) and capabilities
(e.g. reclaim water, fertilizer,
treating industrial/leachate waste)

» Water treatment costs are below
peers, while wastewater treatment
costs are above

+ High service level, including use of
advanced technologies and provision
of added services, drives wastewater
treatment costs

Note: Analysis does not consider cost savings that could be realized from changing treatment technologies or service offerings of the water/wastewater treatment business
1. W/WW peer benchmarks are from the 2016 American Water Works Association (AWWA) Benchmarking Performance Indicators

Source: 2016 AWWA Benchmarking Performance Indicators, Deloitte Analysis

JEN
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Wat rFWastewﬁer Treatment - Opportunity Summary

SIS, e

Cost Savings Potential

_ (SM) (SM)

Standardize and automate operational data reporting to

increase employee productivity i U
Increase productive time by shifting material acquisition 7

and inventory management work to procurement $0.13 $0.19
department

Reduce overtime hours $0.81 $0.81

Total Savings $1.04 $1.10

Note: See detailed opportunity summary in the appendix
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Shift Material Acquisition Away From P-Card

Number and Length of Visits to Local Home Depots
W/WW Treatment Employees, 2016

il

3790 3rd S

72

Practlce

9520 N
Regency

12721
Atlantic

855 Lane
Ave S

9751

Others
Crosshill

B #of visits = Length of visit (minutes)

Automate Operational Data Reporting
Example Process: Monthly Nitrogen Reporting

- eDMR Reports
 (for each plant)

B

LiMs
database

WWTPs Lab

] @ 5 Managers and 1 Director are involved |
| ;

in monthly nitrogen reporting !
I
©

Process requires manual data entry,
report creation and data downloads

JEN

TMDL

BOD Report
spreadsheet

spreadsheet

50,000 -
o 40 000 1
10% 30,000

20,000 -

10,000 -

Manage Overtime Hours to Industry Best Practices

Excess Planned Overtime Hours for W/WW Plants

O_

48,056
6,009
6,281
_____________ 6,523 |
6,562 48,056
16,007 o0
W- WW-  WW-East WW- WW- WW- Total

Kernan Buckman

South West

Hours Best

Practice

Key Findings and Insights

Delta Targeted
North Overtime from OT Level

* Material procurement relies heavily on p-card
purchases, resulting in:

— Excess unproductive time
— Unrealized bulk discounts

— Reduced quality control (e.g. construction
standards)

+ Non-emergent overtime hours exceed the industry best
practices of 10% of normal hours

» Operational data reporting is time and labor intensive
due to manually-intensive and duplicative processes

DRAFT
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Treatment O&M:?

(S/MG)
Q4 Q3 Q2 Q1
¥ater $820 $665 $475 A
JEA:
$369
Q4 Q3 Q2 Q1
Wastewater A$114°° $1,:090 $7:75
JEA:
$1,480

*  Water supply costs appear competitive, with both treatment
and distribution O&M falling in the first quartile among peers'

*  Wastewater costs are above that of top performing peers,
with collection and treatment O&M falling in the 2nd and 4th
quartiles, respectively

Water & Wastewater - O&M Benchmarks

Takeaways

Collection/ distribution O&M
(5/100 miles of pipe)

Q4 Q3 Q2 Q1

$700,650 520,700 $342,600 A

JEA:
$233,900

Q4 Q3 Q2 Q1

$872,400 $585,000A$428,000

JEA:
$520,300

High collection O&M attributable to JEA’s vast territory,
requiring -4,000 miles of gravity sewers/force mains

High treatment costs driven by use of advanced treatment
technology, provision of biosolid and reuse services, and a
lack of economies of scale in the majority of WWTPs

1. Quartiles are calculated as the average quartile value among three peer groups for JEA collected in the AWWA benchmark survey: 1) utilities providing combined water/wastewater services; 2) utilities

serving between 100-500k accounts; and 3) utilities operating in the southeast US.
Source: Deloitte Analysis, 2016 AWWA Benchmarking Performance Indicators
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Rated Maximum Daily Treatment Capacity (MGD), Wastewater Treatment O&M per MG,

by Plant and Region by Region
|
. Buckman 105.0

- $3,505

- Ponce De Leon
- Ponte Vedra $2,947
- Monterey
|:] Arlington East

59.3

Southwest 0.5
105.0 L6 $1,753
Julington Creek
. g $1,235  $1,287 .
- Blacks Ford ] eer
[] Mandarin . 25.5 234 B ) LTI F——-———-—+-- ¢ Median
2 ) jo-

50.0 2.0 o colids $719 $1,090
[:I Nassau 28.0 = |
% District 2 ’ -

Buckma East West South  North West Buckma East West South  North West
n Region Region Region Region n Region Region Region Region
Takeaways
* 6 of 11 WWTPs have a rated capacity of <10 MGD, which * O&M costs at Buckman are in Q1 relative to peers when
drives high O&M costs and results in poor economies of scale biosolid processing costs are excluded
* Small facilities are the result of a dispersed service territory + Biosolid and reclaim services drive higher costs, as many
and growth through acquisition wastewater utilities do not provide these services

1. Median calculated as the average median value among three peer groups for JEA collected in the AWWA benchmark survey: a) utilities providing combined water/wastewater services; b) utilities serving
between 100-500k accounts; and c) utilities operating in the southeast US.
Source: Deloitte Analysis, 2016 AWWA Benchmarking Performance Indicators
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Example Reporting Process: Monthly Nitrogen Data

%5 @ 5 Managers download L ot @ 5 Managers export
WWTPs data from LiMs into eDMR Reports (monthly) ! eDRM Reports from
Excel to create eDRM Excel and upload to
East ' EzDMR system
South
Regulato
North West > > ¢ ) g
compliance
West
Lab LiMs
Buckman database
Takeaways
*  Monthly reporting on Nitrogen data for WWTP
requires 5 Managers and 1 Director o P = - ' A ' ' TR
. . . x5 anagers enter data from LiMs x1 irector aggregates
Cohectively tie 5 Mar.\agers engage in 44 separate for their respective plants into TMDL data for all
processes to report Nitrogen data to regulatory TMDL dh L di .
compliance and the BOD on a monthly basis L el i
BOD Report
» Nitrogen data is 1 of 6 similar operational elements -
included in the monthly BOD presentation BOD
» Assuming it takes 5 hours for an individual Manager > —> > Presentation
or Director to complete their piece of the reporting
process it takes 150 hours to perform monthly TMDL Spreadsheet  BOD Report Spreadsheet

regulatory and BOD reporting for WWTP

* Maintain data for all plants in a single, commonly accessible system * Reducing monthly reporting time by 75% would
* Minimize the number of manual touchpoints to the data to reduce risk of  save 1,620 hours of WWTP Manager/Director time
entry or calculation errors and improve efficiency equaling approximately S100K
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Directly Purchased vs Inventory Issued,
% of Spend by Business Area

R

% ~36%
% - e
é}%/ 94% ’ ?/r\ivrt\lflse R

o

T T 1

Electric W/WW Electric Supply W/WW
Delivery  Delivery/Collection Treatment ~ Basic Supplies for Plant Maintenance =~ Pumps [l Other
Z7 Inventory Issued [ Direct Purchased I vV Lights/Components I Filters

Takeaways
+ 94% of materials purchased by the W/WW treatment business is done so via p-cards

« By not purchasing through procurement, W/WW Treatment misses out on leveraged sourcing and common inventory opportunities and
increase risk of not procuring against standards

« 71% of p-card purchases are attributed to “basic supplies for plant maintenance”, which lack sufficient detail to be audited or
monitored by outside parties, including those involved in the budget approval process

Source: JEA Financials, Deloitte Analysis
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-ard Spend Decreases Productivity

‘.

Sites Visited by an Individual WW Reuse Technician
January 7t, 2016

End Day Start Day
® B

Site 1

&
Return to

Site 1
Site 3
Site 6

a

Buy Suvpplies
Home Depot

o
® Site 4
Site 5

Site 2

240

Number and Average Length of Visit to Local Home
Depots by W/WW Treatment Employees, 2016
238

L= 72
70 68

60 -

52 49
50 - 42
40 -
201 . o i
™ 'R 'R B
0 - = : T - T T - =

9520 N 12721 855 Lane 9751 37903rd S  Others
Regency Atlantic Ave S Crosshill

B #of visits ~ Length of visit (minutes)

Takeaways

» High levels of P-card spend lead to additional
drive time and time spent in store, decreasing
overall productive time

» On average, W/WW treatment employees spend
25 minutes in-store when purchasing supplies
from the Home Depot

« W/WW Treatment employees spent a total of 8.9
days (213 hours) at Home Depot stores in 2016

« Shift materials acquisition to procurement » Assuming a 10% savings on inventory issued purchases decreasing direct
« Work with procurement to decrease lead times  purchases to 64% of total spend would yield savings of approximately $130K

Note: 90% of trips to JEA W/WW employee visits to Home Depots occur between 7am and 5pm, with 9 to 10 am being the most common hour to visit

Source: JEA Start/Stop GPS Data, Deloitte Analysis
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Managing Planned Overtime Hours to Industry Best Practices
Excess Planned Overtime Hours for W/WW Plants

Takeaways
W/WW Mechanics,

Maintainers, and Technicians
exceed industry best

5,381 ‘ practices for planned

40,000 - 7 33| overtime hours

50,000 ~ 47,377

Best

- s 4 Practice
{ |

W- Ww- WW- WW- WW- WW-  Total Delta Targeted
Kernan Buckman East South  West North Overtime from OT Level
Hours Best
Practic

« W/WW facilities exceed best
practice by 3% of “normal
time” hours corresponding to
approximately $810K in
overtime pay

30,000 A

20,000 ~

10,000 +

' Recommendation

« Incentivize managers to reduce overtime hours to meet industry best practices

+ S810K in savings from aligning overtime
hours to industry best practices

Notes: Overtime hours are calculated as the sum of Scheduled, Comp Time Earned, and Contract Policy. Emergency and Holiday overtime hours are not included. Hours worked during “storm” periods,
defined as when Florida is under a State of Emergency, are also not included. 100% of overtime hours are assumed to be paid at x1.5 total hourly compensation.
Source: JEA Overtime Data, JEA FTE Data, Deloitte Analysis
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AN Wi A

Standardize
and automate
operational
data reporting
to increase
employee
productivity

Increase
productive
time by
shifting
material
acquisition
and inventory
management
work to
procurement
department

Reduce

overtime hours

HAN

;ﬂm;. A

Standardize data collection in a commonly
accessible system to improve transparency,
consistency, and comparability of asset
performance information

Automate report creation (e.g. daily run reports
and monthly eDMRs/MORs) to reduce the time
required for manual report creation and sharing

Shift materials acquisition to procurement to:
— Realize bulk spending discounts
— Account for all materials on JEA financials
— Increase crew productivity by decreasing drive
and in-store time associated with one-off
materials purchases
— Increase quality control/assurance
Enforce utilization of formal procurement
procedures, including advance planning
Rely on p-card spending for urgent, unanticipated
events, such as emergency repair needs
Reduce procurement lead time [see supply chain]

Establish performance metric for managers to
incentivize reduction of overtime to meet
industry best practices (Planned OT not to exceed
10% of standard time”)

Enforce accurate timesheet reporting

City Custome

fast Gov. rs

Demand Service

N T \Z

Reduced Enhanced Higher
time to planning / productivi

validate/ decision- ty;
aggregate making  reduced
data abilities  rework

=%

Reduced Alignment Savings Reduced  Better
effort with from risk of system
procuring constructi negotiate violating reliability
materials, on d prices, procureme resulting
increasing standards better nt and from
productive means

time on more  manageme on nt of
work system ntand standards quality
orders reliability less time control
purchasing standards
materials
at retail
locations
N2 N2 N2 N
Fewer Work  Total cost Backlog
work backlog for W/ WW increase
orders may  operations may
assigned increase reduced affect
customers

Stakeholder Impact

Cost Savings

Potential

Employe
es

T

Greater Automation of WWTP
efficiency monthly reporting
removes  process could save
barriers to approximately $100K
productivi in Manager/Director
ty employee time

/I\

Increased
productivi
ty by
reducing
time

inventory constructi enforceme required

for $0.13 $0.19

procureme
nt

\Z

Reduction
in total
employee
pay

$0.81 $0.81
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Capability Alignment

with Utility 2.0

Basic Advanced

A

Target Today

» Capability level meets current customer
expectations based on in J.D. Power

» Automation and outsourcing can unlock
further efficiency and continue to make
it easier for customers to interact with
JEA

Demand Levels

Lower

' I A

Target Today

Higher

» Reduce manual, low value processes and
calls handled provides further opportunities

Comparative Metrics
O&M Expense Per Call
Q4 Q3 Q2 Q1

Today Target

* Among a group of 20 other Deloitte
utility client customer service data,
JEA’s O&M per call and O&M per
customer are leading

Service Levels

Basic Advanced

. Al

Today Target

+ Current service level expectations are
being met as indicated by JD Power

Cost Levels
Low High

Al

Today Target

+ Cost levels appear to be leading based
on external and internal comparisons

Source: Deloitte Utility Client Customer Service Data

Customer Operations

Opportunity

There are three potential
opportunities that may offer JEA
the opportunity to continue to
improve the cost efficiency of
call center operations while
either improving or maintaining
customer experience.

First, JEA should conduct a
detailed assessment of a mutual
assistance program for high
demand periods - it can limit the
peak used to size CSR staffing.

Second, developing a “Chat Bot”
business case is prudent to see if
this technology can reduce CSR
call volume with a satisfactory
ROI.

Last, JEA can reduce CSR
turnover by transforming the call
center into a “boot camp” to

identify and recruit talent for
JEA.

DRAFT




/AR NG A gAﬂ

er Operations - Findings and Insights

VVAY VA A V

O&M Expense Per Call
Cost per Call and O&M Cost per Customer

Best in Class

Q4 Q3 Q2 Q1 n

¢

JEA
+ Peer group includes 20 other Deloitte utility client

customer service date
« JEA’s O&M per call and O&M per customer are leading

Call Center Insourcing Hiring Process

. * Employee turnover is ~85-
New Hire 100% turnover annually

Pool « Assumption is that call
center employees leave
for better paying positions
JEA Call « Organization in constant

Center state of training due to
turnover

Outside
JEA

JEN

Current Call Process for Customers
Leverages IVR to Limit Number of CSR Calls

Traditional IVR

b b t

A4

Customer B
Service Rep i

Key Findings and Insights

* In addition to J.D. Power rankings improvement, JEA’s
customer operations metrics are leading

* Increasing use of scripts, CC&B for C&l and other tools
like project outreach continues to decrease CSR call
volumes - which remains a primary goal for the
organization

+ Circuitous and manual processes like deposits,
receivables, and permitting have many handoffs and
manually intensive

+ Value of greater analytics is high to help determine how
to reduce the cost for notification for payment
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Cost Savings Potential

Investigate mutual assistance to maintain or reduce call center sizing
Determine if Chat Bot could further reduce CSR call volume

Reduce turnover and improve candidate sourcing

JEA DRAFT
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Two optlons were examined to help customer operatlons continue its ongoing focus on reducing costs
while maintaining high customer service levels - one appears to be worth considering

Description

» Move 80% of CSR’s and technology off-site to a third
party provider

 Leverage SLA’s to maintain performance levels

Findings

« JEAis not likely to experience cost savings by
outsourcing and in fact may experience an increase in
resource costs if the operation remained in Florida

« It is possible some cost savings could be found in
other U.S.A. locations but would likely need to move
off- shore to realize material savings - though this is
not considered to be politically viable

« It is important to note that the best practice is to only
move up to 80% of call center operations to a third

party

Description

« Coordinate with other utilities for IVR overflow and
high demand call periods

« Solution limits need to size call center staff for
extreme peaks

Findings

« Best utilized during storms and other high demand
periods

» The number of municipal utilities in Florida, across
the Southeast and/ or TEA offer a real opportunity

« Still requires development of SLA to maintain
performance levels, determine the cost repayment
construct and there is likely to be a learning curve

Assessment - call center outsourcing not viable for
JEA

Assessment - call center mutual assistance is a
viable option for JEA to consider

JEN
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V’&‘VA \ /" /" /" / Customer Operations - Cost Improvement
AP WA ATUANTA AT VSR -
Technologies exist that allow companies to utilize more enhanced voice enabled problem solving to

reduce the number of phone calls handled by humans - furthering JEA’s goal to reduce warm call volume

IVR w/ Chatbot

»
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: |
| s
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Customer §
Service Rep Customer
Service Rep
* Pre-defined menus, often data repeat (bill balance, outage, etc) + Voice recognition is more adaptive to regular speech, allowing better
+ Voice direction offers limited sophistication in directing customers to direction within menus and better answers
problem solving menus * More detailed answers can be placed within FAQs, etc. to assist
+ Customers “hit 0” to get to an agent when menu options can’t help customers and fu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>