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An honest day’s work
means putting safety first

ineworkers gather in the ready room at a GRU fleet
4 hangar. A pre-dawn meeting before the bucket trucks
roll out. These folks work the seventh most dangerous job
in America. Donning hardhats and tool belts. Working 50 feet
in the air. Handling 12,000-volt power lines.

They review the rules for moving heavy power equipment.
The meeting is closed with reminders to put safety first.

It's first light; time for another day in the field.

04 GRU 2002-03 ANNUAL REPORT




A

o

L R

e

sl

i

e

33

B

s

&

Yo

<y
S

T
>

G

i

R
siads

R

£

B

S

i

0

s

R

vy
il

&

AR




cscsesee ’ o . tssssmonry
9es0s e

kers

inewor

([~

ut of

|
liful care

mn 'm'g,:
i

lectr
th sk

-two e

erroll o

oot
ge Wi

‘and a troublesh
:service centers each morn

“handle high volta

5 i




nin

o

us tra
t

aration, Rigoro
c environmen

t Prep
y toxi

igen
botentiall

“Di




An honest day’s work
is all about trust

P B\ hree first-year Water and Wastewater employees care-

fully retrieve a fallen co-worker from a 12-foot deep
pump-containment pit. The potential danger: toxic chemicals
and gases leaking from pipes.

Fortunately, this is a training exercise. The employees take
turns playing victim and rescuer. They learn to trust their
skills. Those entering the cramped pit wear protective jump-
suits connected to a lifeline, hard hats and a gas meter on
a strap. The fallen co-worker is hooked to another lifeline
and hoisted to the surface through a small manhole using
a tripod-and-pulley rescue system. As part of a national
award-winning safety program, every plant worker receives
confined-space rescue training.

Real-world preparation. For real-world responsibilities.

GRU 2002-03 ANNUAL REPORT 07
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An honest day’s work
can be demanding but rewarding

! nside GRU's Deerhaven Generating Station, mechanics
dismantle Unit No. 2, a 235-megawatt generating unit.
Its annual scheduled outage is underway.

Tool carts sport giant wrenches and other oversized tools,
some a yard long and 50 pounds heavy. Boxes of doughnut-
sized valve nuts, rubber seals, and steel bolts. This is not
your grandfather’s workshop.

An overhead crane hoists a 35-ton turbine rotor for inspec-
tion and cleaning. For five straight weeks, two crews of eight
mechanics and machine operators log separate 10-hour
shifts, six days a week. They painstakingly inspect, dust,
brush, scrub, test and reassemble or replace every part. After
the makeover, Deerhaven Unit No. 2 is greased and primed
for another year of service. This ensures reliability.

Seamless utility service. It’s not magic. It's a lot of long hours.
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“:An honest day’s work - * -
means listening to our neighbors

E%T hile many people are heading home from work,
11 GRU employees load their cars and drive through

traffic to a local elementary school cafeteria. Armed with
flipcharts, PowerPoint slides and trays of sandwiches and
cookies. They set up tables, fill out name badges and greet
their neighbors. Neighbors who will help decide their com-
munity’s energy future.

The GRU employees listen as their neighbors offer ideas and
voice concerns about how their community-owned utility
should grow.

For GRU, community forums like this one are an essential
part of building an honest dialogue between customers and
company. A way to incorporate customer ideas into policy
making. A way to earn public trust.

GRU 2002-03 ANNUAL REPORT 11




From the General Manager

r hile a tight economy and uncertain energy marketplace made fiscal

e @ 2002-03 a challenging year, it also provided a golden opportunity for
exceptionally strong utilities to shine. GRU took full advantage, posting meas-
urable progress in customer service, product innovation, infrastructure and
technology, while delivering healthy financial results. We also heightened cus-
tomer and employee involvement in decision-making to improve our opera-
tional strategies and plan for future energy demands. By successfully execut-
ing these initiatives, GRU is strategically positioned for continued long-term
growth and profitability.

Customer Confidence. According to a recent customer satisfaction and loy-
alty survey, 78 percent of residential customers indicated they were satisfied
with our service. Satisfaction for business customers was even higher.
Customers gave GRU particularly high marks for courtesy, knowledge, prob-
lem-solving and willingness to work with cus-

tomers. The findings indicated both residential Investor confidence in GRU is reflected in the

and commercial customers value corporate traits fact that the nation’s two most prominent credit-

such as honesty and integrity even higher than . .
. . . . rating agencies have assigned the premier
pricing, billing and other service attributes.

Double A rating to every GRU bond since 1987,

Investor Confidence. The nation’s two most a testimony to our continued financial strength.

prominent credit rating agencies have assigned

the premier Double A rating to every GRU bond since 1987, a testimony to our
continued financial strength. Our Double A rating, shared by only 14 public
power utilities in the U.S., was reaffirmed in 2003 for the sale of more than
$115 million in new bonds, issued at a lower interest rate to refinance current
outstanding bonds. The transaction will save us $10.6 million in borrowing
costs over 10 years, helping us keep customers’ utility bills low. The rating
report by Moody’s Investor Service said GRU’s “focus on customer retention
through competitive pricing and good service delivery has been beneficial and
speaks well of management’s long-term planning.”

12 GRU 2002-03 ANNUAL REPORT
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Revenue. Our net revenues remain extremely strong, with debt service cov-
erage ratios of 3.34. That's well above the 1.25 ratio required under the bond
resolution. Because we are owned by the citizens of Gainesville, we contribute
a significant portion of our revenues to fund vital services such as police
and fire protection, parks and recreation, and trans-
portation. The designated transfer formula last year Because we are owned by the citizens of
generated nearly $26 million, or 35 percent of the
City's general fund. A new electric territorial agree-

ment with Clay Electric Cooperative brought 1,100

Gainesville, we contribute a significant portion
of our revenues to fund vital services such as

new utility customers to GRU. The transfer will elim- police and fire protection, parks and recreation,

inate dUp]ication of power lines and other infra- and transportation_ The designated transfer for-

structure and generate additional revenue. mula last year generated nearly $26 million, or

35 percent of the City’s general fund budget.
Upgrades. We continue to improve and expand our P vsg g

facilities and technology to maintain our competi-

tive advantage. Numerous upgrades and expansion of our water, wastewater
and reclaimed water facilities ensure that our systems are operating as effi-
ciently as possible and will meet future capacity demands.

Power. Based on population forecasts, GRU must increase electric generating
capacity by 2010 to meet rising demand. Because of the lengthy lead time
required to permit and construct new capacity, we are acting now. We sought
public input through a series of community workshops to help us brainstorm
and evaluate future energy options and we will soon recommend possible
solutions to city commissioners.

Rates. Through ongoing cost-reducing efforts, we were once again able to
pass along electric rate savings last year to our residential and business cus-
tomers. This marks the tenth consecutive year that our electric rates have
declined or remained stable. Natural gas, water and wastewater rates all
increased between 2 and 2.25 percent due to increasing costs, yet remain
among the lowest in the state. To hedge against future spikes in natural gas

14 GRU 2002-03 ANNUAL REPORT
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An honest day’s work
makes life easier for everyone

T e owe our very existence as a municipal utility to the Gainesville com-
@ d munity’s historical insistence on getting exceptional value for its dol-
lar. Besides maintaining competitive prices, GRU strives to provide the types
and levels of service that are of value to our customers.

We continue to create more convenient ways for customers to pay their bills.
Budget Pay is a new service that lets residential customers pay the same
amount for utilities each month, leveling seasonal highs and lows in their bills.
The amount is based on the average bill of a customer’s residence for the pre-
vious 12 months. Additionally, Click-2-Pay is available online at www.gru.com
for customers making a one-time payment from their checking or savings
accounts. The online payment service became an instant hit, garnering nearly
30,000 payments in its first 10 months of operation. We also launched a new
way to pay bills with a credit card through Speedpay®service, a third-party
processor. Payment can be charged online at our Web site, or by credit card
or check over the phone using an automated phone system available 24/7.
Speedpay also enhances our bottom line by improving cash flow due to
receipt of immediate payment and reducing costs associated with collection.

Our GRUCom telecommunications division, created in 1996, is delivering new
services that increase our value to customers and enhance our business suc-
cess. We have quickly become one of the largest local Internet providers
through our GRU.Net and Gator.Net dial-up access services, and we recently
acquired technology that gives us direct control over our Internet operations.
The special network software phone switch connects callers to our own dial-
up access telephone lines — a feature that saves us $30,000 a month in car-
rier fees. The new switch quickly paid for itself and now generates significant
operational savings and revenue.

Facing eventual competition in a deregulated electric industry, we are build-
ing alliances with our commercial customers by helping them boost their prof-
itability. Our Business Partners program offers rate reductions of 7, 10 and 13
percent when companies agree to purchase electricity from GRU for 10 years.
Today, nearly 800 commercial Business Partners have signed 10-year con-

16 GRU 2002-03 ANNUAL REPORT



tracts, including 90 of the area’s top 100 companies. Our Business Partners
represent 70 percent of our commercial electric revenue. Account represen-
tatives for each partner coordinate key value-added services including energy
efficiency surveys and advice, green energy purchases, backup power gener-
ation, infrared scanning to detect power “hot spots” in our customers’ facili-
ties and rebates for gas cooling and solar water heating.

An honest day’s work
safeguards our future

% Te always strive to do whatever it takes to meet our customers’ daily

utility needs. We also keep an eye on the future, continually improving
and expanding our products and services to maintain our competitive edge in
the changing marketplace.

In 2003, we purchased the remaining 40 acres of
a 2,286-acre tract of timberland bordering our
Deerhaven Generating Station. The acquired
property provides a half-mile buffer between our
largest power plant and any future development,
protecting our ability to expand to meet increas-
ing energy demands. We also are negotiating to
acquire 37 acres of state-owned land for a pro-
posed Eastside Operations Center in Gainesville
to improve operations and deliver better service.

Sharing Efficiency. Energy Supply joined with Water and
Wastewater Systems to buy a single vacuum truck.
Neither system needs a full time truck, so the dual usage increased by one-third in the past decade. By

is both cost-effective and time-efficient. 2010, the community will need additional gener-

Electric energy use in our service area has

ation capacity to serve our growing population.
We sponsored a series of “community dialogue” workshops last year so our
customer-owners could help us decide how best to meet our electric genera-
tion needs. We also have been working through the Florida Municipal Power
Agency with neighboring public utilities to investigate the feasibility of build-
ing a shared power plant.

GRU 2002-03 ANNUAL REPORT 17
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An honest day’s work
is sharing in success

%%r ¢ are using a “Balanced Scorecard” to clarify our vision and strategies

and balance our customer, operational and financial performance.
This approach emphasizes measurement-based management to align
employee goals with organizational goals. We chartered an employee imple-
mentation team to develop strategic goals for four key areas — financial, cus-
tomer, employee and business process. We are implementing these strategies
across our entire organization, so every employee knows how he or she con-
tributes to the big picture.

It may not sound as exciting as going live with Leno or Letterman, but our
numbers crunchers and work management staff were nonetheless pleased
when we went “live” at our Murphree Water Treatment Plant with our first
integrated asset management system. We are using this computer system,
called MIMS, or Mincom Information Management System, to more effectively
schedule equipment maintenance, track materials and automate work order
costing. We will soon go live with MIMS at our wastewater facilities and lift
stations. We will upgrade to the newest MIMS software in 2004 for our con-
struction management activities, which should help us realize a savings of
more than $4 million over the next five years.

Ongoing cost-reduction efforts help maintain long-term financial stability
that’s reassuring to customers and stakeholders. Last year, our Energy Supply
and Water/Wastewater systems split the cost of a $189,000 vacuum truck.
The shared truck is used to vacuum at our Deerhaven Generating Station’s
coal pile and also is used for Water/Wastewater applications. We previously
paid $60,000 yearly to rent similar equipment. The new truck will easily pay
for itself in less than four years.

With the right approach, certain costly operational activities can become rev-
enue-producing opportunities. Our Vegetation Management program, which
prevents tree limbs and unwanted plants from growing into power lines on
GRU rights-of-way, has transformed into a profitable business operation by
marketing its special expertise to other municipal utilities and electric coop-
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eratives throughout the state. The program has grossed more than $1 million
over the past four years — including $600,000 from management of our
Deerhaven forest. Good forest management also helps reduce fire risk.

GRU's 12-member diversity team is one of several small employee work
teams we use to improve the way we conduct our business. The team last
year completed a company-wide “diversity assessment,” conducting internal
surveys and focus groups and recommending ways we can manage diversity
successfully in our workforce. Having a workforce that reflects the diverse
nature of our community boosts our competitive advantage by letting us
respond effectively to the unique needs of all customers.

An honest day’s work
preserves neighborhoods

s a multi-service utility, we provide one-stop shopping for electric, nat-

A ural gas, water, wastewater and telecommunications services. Because
GRU is More than Energy,” we are always creating new opportunities to bet-
ter serve our community.

When we built our lronwood Power Delivery When we built our Ironwood Power Delivery

System (PDS) last year to help provide power to System (PDS) last year to help power the

the homes and businesses of about 4,000 cus-
. . . homes and businesses of about 4,000 cus-
tomers in northeast Gainesville, we gave the

electric facility the smallest possible “footprint” tomers in northeast Gainesville, we gave the

to preserve neighborhood aesthetics. The PDS electric facility the smallest possible “foot-

unit is small enough to fit in many suburban print” to preserve neighborhood aesthetics.
backyards, with atiractive landscaping and pre-

cast, earth-toned walls effectively screening

the installation. The mini-substation is the third of four planned PDS installa-

tions — all being built adjacent to existing transmission lines to minimize

community impact and reduce costs.

20 GRU 2002-03 ANNUAL REPORT




’the ‘Tural norlherh bdundai

PRI
e

data commumcatlons ‘lo Clty,

t“thlng Gator Gafor.

t access,' and

plexe




gardens, GRU conservation tips and links to our Web site. We also worked with
the U.S. Environmental Protection Agency and the University of Florida to
“deconstruct” an abandoned house in southeast Gainesville and reuse the
materials to renovate The Reichert House, a nearby facility for at-risk teenage
boys. GRU donated the clapboard home for use in the project.

An honest day’s work
helps you sleep better at night

t GRU, we work around-the-clock, in the trenches and behind the
1 £1 scenes, to ensure reliable, top-quality service so each day — and rest-
ful night — goes as smoothly as possible for our customers.

Because we generate our own electricity, a widespread power outage like last
summer’s northern blackout is less likely to affect Gainesville. Nevertheless,
given tropical weather and our lush tree canopy, some outages are inevitable;
so we are installing a new, computerized Outage Management System that
will speed the restoration of power to our customers. The automated system,
due to go live in 2004, will instantly display the location of outage problems
on our electric distribution network. Other computer-aided features will speed
the rerouting of power, operations dispatch and main-
tenance scheduling. An interactive voice response pro-

. - . We understand the importance of keepin
gram, which will link with the new system, relays P eping

information about a caller's location and the reported businesses powered. However, bad weather

problem more quickly than if we used live operators or a car accident still can cause unavoidable

— all to provide better service to our customers. power outages and downtime. That is why

we developed AttenGen!™, our new on-site
We understand the importance of keeping businesses

. ) standby generating service.
powered. However, bad weather or a car accident still va g

can cause unavoidable power outages and downtime.

That is why we developed AttenGen!™, our new on-site standby generating
service. GRU designs, installs, manages and maintains a generating unit on
site to provide vital standby power to participating businesses, minimizing the
effects of severe weather and lengthy service interruptions.

22 GRU 2002-03 ANNUAL REPORT




On the “water front,” GRU customers can rest
assured that 28 years of testing every single day
continues to confirm that our drinking water is of
the highest quality. Since mid-2000, we have
increased the number of water production wells
at our Murphree Water Treatment Plant wellfield
from 11 to 15, which will keep us ahead of the
local water demand through 2013. We also have

partnered with area water management districts
and the U.S. Department of Agriculture to pur-
chase the development rights to 7,100 acres
located in our wellfield, providing space for addi-
tional wells to meet future needs and protecting

the water supply from possible contamination

GRU'’s water construction employees work diligently in through commercial development.

the second phase of a multi-year program to extend

a 36-inch water main into the rapidly growing western

portion of our service area. We remain vigilant about the security of our facil-

ities and the community’s utility infrastructure.

We have tightened building security for our cus-
tomers and employees in our downtown Administration Building. All GRU facil-
ities, including our power and water plants, have benefited from additional
security measures to ensure the safety of our customers and employees.

An honest day’s work
protects our natural resources

ﬁ ™ RU is an essential part of a forward-thinking community, and that
F encourages us to make the best use of our natural resources.

We have helped the Gainesville area maintain one of Florida’s purest water
supplies, and we're working hard to keep it that way. Although no contamina-
! tion has ever been found in our wellfield, we are planning to add eight more
sentinel monitoring wells to our existing formation of 18 testing wells. The 26
wells will form a ring of monitoring protection around our Murphree Water
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Treatment Plant, making it the most comprehensive water supply monitoring
system in the state. Murphree’s 60-acre wellfield is the source of drinking
water for more than 135,000 Alachua County residents. The improvements
will provide us with an early detection system for pollutants and allow us to
ensure groundwater quality long before it could be pumped to area homes.

What better way to reduce the increasing demand for precious groundwater
than to offer reclaimed water for irrigation and community beautification. GRU
gventually will supply treated wastewater to irrigate a public stormwater park
planned on 32 acres south of downtown Gainesville. The city-owned Depot
Park site is undergoing mandatory cleanup efforts for severe contamination
caused years ago by a private coal gasification

plant that operated there. Our engineers are work- Besides capturing and retaining stormwater for

ing with the Community Redevelopment Agency to the entire downtown area, the park will trans-

transform the property into an inviting recreation
. . form one of Gainesville’s worst contamination
and greenspace center, with amenities such as a

skateboard park, boardwalk, bird sanctuary and sites into an elegant recreational centerpiece in

fountain. We will finance the cleanup with a small a neighborhood that welcomes the makeover.
surcharge on GRU residential gas utility bills — and

our natural gas rates will remain among the lowest in the state. Besides cap-

turing and retaining stormwater for the entire downtown area, the park will

transform one of Gainesville’s worst contamination sites into an elegant recre-

ational centerpiece in a neighborhood that welcomes the makeover.

When is trash beautiful? When it’s helping to save our environment, of course.
We are converting landfill-derived gas into “green energy” for purchase by our
customers. The initiative, known as GRUgreen™ Energy, allows customers to
contribute a few dollars more on their monthly utility bills to buy “green elec-
tricity” generated from renewable resources. The methane gas produced from
garbage degradation at the closed Southwest Landfill generates enough elec-
tricity to power about 1,500 homes. The landfill’s “biomass” energy is com-
bined with solar energy produced locally and purchased wind energy to power
our GRUgreen Energy program.
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2002-03 Statistics

Natural Gas Customers Natural Gas Sales
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Water Customers Water Sales
(thousands of customers) (millions of gallons)
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Wastewater Customers Wastewater Billings
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2002-03 Statistics

3 8 &

8 8 8 & 8 8§ 8 8 3

Electric Customers

(thousands of customers)

i
|

'99 00
1 Residential
] Commercial/Industrial

Energy Supply

Deerhaven Generating Station

Wastewater System

Kanapaha Water Reclamation Facility

Treatment Capacity .................

Main Street Wastewater Treatment Plant

Treatment Capacity .........covuuunn

Combined Treatment Capacity
Collection Service Area

Gravity Mains . .. vosvivie v iiwsmmsins
FOrce Mains s éddibidi Sdfn i i

Lift Stations

Telecommunications
Miles of Fiber OpticCable ...............
On-net Locations ..........vvveuvnnennn

Electric Sales
(gigawatt hours)

2100 =

2000 -

1900 gt t L] N
1800 Y S e p o
wTrTikdT LT 1 O
1600 —— = - = = -
1500 —— = = = = e
1400 —— -] = = = T
1300 —— = - = || e
1200 —— = = = - .
1100 —— = = - = A
1000 —— L. = L - |
| 1 . L . —3 e
800 — — a8 . L AR
700 —— g8 = &5 = b
600 — —_— — nEE find B
500 —— — - — — £ -
400 — =05 = o S A
300 — = B R 5 i
200 —— L3 = == L o
00 —r~ {— = == —_ —

0

'99 '00 ‘01 ‘02 '03
Residential
{1 Other
I Interchange

Net Capability:... ool aiiinaimmas 422 megawatts (MW)
Kelly Generating Station
Not Capability oo p s ey S bl i, 177 MW
Share Ownership of Crystal River3 .................ciuvnn. Net Capability 12 MW
Combined SYSEOM: v simissmisissis s visimim s sstin sd & satass ass e Net Capability 611 MW
Energy Delivery — Electric System
SOIVICE ATOR .0 1w 55 0w 50 005 6w s A i i i W 127 sqg. miles
TranSMISSION .o iniiniviivivim i s s 240.4 circuit miles
DistribUtion . ..t e e e
Overhead (AB%) ...iovvovesinnnaduinandndndyavdive 611 circuit miles
Underground (52%) .covvvsvmmiiiiiimanimninisisinsivies 719 circuit miles
Total wviiiad bbb b ems b i RS b g 1,330 circuit miles
Distribution Substations .............cciiiiiiiiiii i 9 (138 kV/12kV)
Energy Delivery — Natural Gas System
SOVICe Area wiiviivihs i die o v i eIV e 108 sq. miles
Distribution Mams iy s 637 miles
Delivery PoItS - oviviv i biaiins iniinmn ks 055 bdiiddd Lo i en T v i M v b 5
Water System
Walter E. Murphree Water Treatment Plant
Treatment Capacity ...............covunun. 54 million gallons/day (MGD), peak day
Storage Capacty . i awsiv s s bas sismimaihom i s s s 19.5 million gallons (MG)
SUPPRIY WellS ittt e e 15
Water Service Area. ...iivudvsvniisedsvnisiand S Oliiia e e ismn s 118 sq. miles
DiStiDUHON MAINS 4w mowiiibini s s s s e el i i 1,003 miles

14.9 MGD, Avg. Annual Daily Flow (AADF)

....................... 7.5 MGD, AADF
..................... 22.40 MGD, AADF
......................... 115 sq. miles
............................ 553 miles
............................ 126 miles
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Management’s Discussion and Analysis
SEPTEMBER 30, 2003 AND 2002

Management’s Discussion and Analysis

The City of Gainesville, Florida owns and operates a
combined utility system (System) doing business as Gainesville
Regional Utilities (GRU) which provides five separate utility
functions. The utility functions consist of an electric generation,
transmission and distribution system (Electric System), water
production and distribution system (Water System), a wastewater
collection and treatment system (Wastewater System), a natural
gas distribution system (Gas System) and a telecommunication
system (GRUCom). Each of these systems is accounted for
internally as a separate enterprise fund but reported as a
combined utility system for external financial reporting purposes.

We offer readers of GRU’s financial statements this manage-
ment discussion and analysis of GRU's financial statements for
the fiscal year ended September 30, 2003. It should be read in
conjunction with the financial statements that follow this section.

Required Financial Statements

Balance Sheet. This statement includes all of GRU’s assets
and liabilities and provides information about the nature and
amounts of investments in resources (assets) and the obligations
to GRU’s creditors (liabilities). It also provides the basis for
computing rate of return, evaluating the capital structure of the
System and assessing the liquidity and financial flexibility of GRU.

Statement of Revenues, Expenses and Changes in Net
Assets. All of the current year’s revenues and expenses are
accounted for in this statement. This statement measures the
success of the combined utility system’s operations over the
past year.

Statement of Cash Flows. The primary purpose of this
statement is to provide information about the combined utility
system’s cash receipts and cash payments during the reporting
period. This statement reports cash receipts, cash payments,
and net changes in cash resulting from operating, investing
and financing activities.

Notes to Financial Statements. The notes provide additional
information that is essential to fully understanding the data
provided in the financial statements. The notes to the financial
statements can be found on pages 41-54 of this report.
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Financial Analysis of the Combined Utility System
The Utilities’ System net assets increased from last year by
$ 8.3 million. Table 1 below focuses on the net assets.

Table 1
Combined Utility System Net Assets

{in thousands)

September 30 2003 2002
(Restated)
Current and other assets $ 420,434 $ 428,616
Capital assets, net 682,740 656,058
Total assets 1,103,174 1,084,674
Long-term debt outstanding 435,566 404,422
Current and other liabilities 322,399 343,373
Total liabilities 757,965 747,795
Net assets:
Invested in capital assets,
net of related debt 263,207 252,236
Restricted 83,815 88,657
Unrestricted (1,813) (4,014)
Total net assets S 345209  $ 336,879

Changes in net assets can be further explained using the
following condensed statement of revenues, expenses and
changes in net assets.



Table 2
Combined Utilities System Changes in Net Assets

{In thousands)

September 30 2003 2002

(Restated)
Operating revenues $225,624 $213,252
Interest income 6,298 7,152
Total revenues ' 231,922 220,404
Operating expenses 180,972 163,796
Interest expense, net 20,362 19,676
Total expenses 201,334 183,472

Income before contributions

and transfers 30,588 36,932
Capital contributions, net 3,657 4,834
Operating transfer to

City of Gainesville {25,915) (25,695)
Change in net assets 8,330 16,071

Net assets - beginning of year,

as originally reported 412,314 403,639
Prior period adjustment (75,435) {82,831)
Net assets, beginning

of year, restated 336,879 320,808
Net assets, end of year $345,209 $336,879

The prior period adjustment reflected above results from a
change in accounting policy in the accounting and reporting of
Rate Stabilization funds. See note 1 on page 41 of this report for
further explanation of this accounting change.

Capital Asset and Debt Administration

Capital Assets. GRU's investment in capital assets as of
September 30, 2003, amounts to $682.7 million (net of accumu-
lated depreciation). This investment in capital assets includes
land, generation, transmission and distribution systems, build-
ings and fixed equipment, and furniture, fixtures and equipment.
The net increase in the investment in capital assets (net of accu-
mulated depreciation) for the current fiscal year was 4.1%.

The following table summarizes the System’s capital assets,
net of accumulated depreciation and changes for the year
ended September 30, 2003.

Management’s Discussion and Analysis
SEPTEMBER 30, 2003 AND 2002

Combined Utilities System Capital Assets
(net of accumulated depreciation)
(In thousands)

September 30 2003 2002
Generation $168,365 $175,020
Transmission, distribution

and collection 331,446 326,095
Treatment 48,528 49,128
General plant 31,152 31,549
Plant held for future use 6,054 6,054
Plant unclassified 25,737 6,154
Construction work in progress 71,458 62,058
Total net utility plant $682,740 $656,058

Major capital asset events during the current fiscal year
included the following:
= The expansion of the Kanapaha Reclamation Facility’s waste-

water treatment capacity by 5 million gallons per day (MGD).
Costs added to this year's expansion project were $7.3 million.
= Electric transmission and distribution net expansion
of $3.3 million.
= Fiber optic service expansion of $1.8 million.

The Utility’s 2004 capital budget plans for investing
approximately $53 million in capital projects. These projects
will be funded from a combination of cash reserves, excess
operating revenue, and additional debt.

Long-Term Debt. At the end of the 2003 fiscal year,

GRU had total long-term debt outstanding of $467.4 million,
comprised of revenue bonds and other long-term debt.

Outstanding Debt at September 30

{In thousands)

2003 2002
Senior Lien revenue bonds $318,620 $293,750
Subordinated revenue bonds 77,300 77,300
Tax-exempt Commercial Paper 53,700 56,262
Taxable Commercial Paper 17,815 18,549
Total $467,435 $445,861

On January 30, 2003 the City issued Ultilities System
Revenue Bonds, Series 2003A and 2003B in the amounts of
$33,000,000 and $7,625,000 respectively. The 2003 A Bonds
mature on various dates from October 1, 2015 through October
1, 2024. The 2003 B Bonds mature on various dates from
October 1, 2004 through October 1, 2013. The 2003 A Bonds
maturing on or after October 1, 2013 are subject to redemption
at the option of the City on or after October 1, 2013 at 100%.
The 2003 B Bonds maturing are not subject to redemption prior
to maturity.
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Management’s Discussion and Analysis
SEPTEMBER 30, 2003 AND 2002

On March 20, 2003, the City entered an interest rate swap
agreement with an August 28, 2003 effective date with JP
Morgan Chase Bank {(JP Morgan) for an initial notional amount
of $121,525,000 amortizing down to zero on Qctober 1, 2013.
Under the terms of this swap, the City would pay JP Morgan
3.41% interest on certain payment dates and, in return, JP
Morgan would pay the City a floating rate based on a specified
index. On August 20, 2003, the City issued Utilities System
Revenue Bonds, Series 2003C in the amount of $115,320,000.
The proceeds of these Bonds were used to refund the 1993
Series A and 1993 Series B Bonds outstanding after October 1,
2003 and $ 6,235,000 of the 1996A Bonds maturing October 1,
2004 through October 1, 2008 and to pay an amount to terminate
this swap agreement with JP Morgan.

The System maintains an AA rating from Standard & Poor's
Corporation, but received a rating upgrade from Moody’s
Investors Service for its revenue bonds from AA3 to AA while
maintaining an A-1+ and P-1 rating for its commercial paper.

Additional information on long-term debt can be found in
Note 4 on pages 46-50 of this report.

Financial Highlights. The most significant changes in GRU’s
financial condition are summarized below:
= Operating revenue increased $12.4 million, or approximately

5.8%. The increase is offset by higher fuel costs in fiscal 2003
of approximately $14.6 million, or about 21.6%, which are
passed directly through to our customers.

® Net capital contributions from developers and connection fees
in fiscal 2003 were down approximately $1.2 million from fiscal
2002 due to a drop in housing development in the area in the
current year.

= Gross utility plant in service increased $22.4 million, or 2.4%,
and net capital assets increased $26.7 million, or 4.0%, as
summarized under “Capital Assets,” on page 45.

® | ong-term debt increased $21.6 million, or 4.8%, because of
debt issued for capital projects during the year net of principal
payments, as reflected under “Long-Term Debt” on page 33,
and the refunding of debt, as shown in footnote 4, on pages
46-50.

m The number of customers for electric, water, wastewater and
gas services increased .7%, 1.3%, 1.6% and 2.2%, respectively
in fiscal 2003.

® Gainesville Regional Utilities is in the process of remediation
efforts at a former manufactured gas plant site. The costs
incurred to date total $1.8 million and GRU estimates that
remaining costs of the project will be $9.9 million. GRU has
accrued a regulatory asset and liability to account for the cost
and cost recovery of the expense, which is being amortized
as costs are incurred and customer revenues are received.
Further explanation of this activity is presented in note 13,
page 52 of this report.
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Currently Known Facts or Conditions that May Have a
Significant Effect on GRU's Financial Condition or
Results of Operations

The primary factors affecting the utility industry include
environmental regulations, restructuring of the wholesale and
retail energy markets, and the formation of independent bulk
power transmission systems.

Utilities, and particularly electric utilities, are subject to
increasing federal, state and local statutory and regulatory
requirements with respect to the siting and licensing of facilities,
safety and security, air and water quality, land use and other
environmental factors. The industry is subject to claims asserting
health effects from electric and magnetic fields associated with
power lines, home appliances and other sources.

The business, affairs and financial condition of GRU could
be affected by the efforts now taking place on both the federal
and state levels to restructure the electric utility industry. The
goal of this restructuring effort is to change from a traditionally
monopolistic industry to one in which there is open competition
among electric suppliers on both the wholesale and retalil levels.

Changes in federal law and regulations dealing with
transmission access have already improved competition at
the wholesale level, which wholesale competition is expected
to increase retail competition. Past legislation seeks (or sought)
to complete this restructuring by providing for competition at
the retail level. No state legislation is pending or proposed at
this time for retail competition in Florida. Any such restructuring
of the Florida retail electric utility industry is expected to affect
the System.

On October 1, 2003, GRU increased its natural gas base
rates by 2.0% and the Cost Recovery Factor (CFR) by 1.1% per
therm. Additionally, GRU increased water and wastewater base
rates by 2.5% and 2.25%, respectively. There were no changes
in electric rates. Such increases may affect the financial condition
and results of operations. To meet increased costs of service, GRU
also increased connection fee charges by slightly more than 3.0%
and 8.0%, for the water and wastewater systems, respectively.

GRU currently forecasts the need for new electric supply by
around 2010. With this in mind and the potential long lead time
to install certain types of generation, GRU has initiated an Integrated
Resource Planning process to investigate options to satisfy its
customer demand and supply needs. GRU is currently in the
evaluation process and is holding community workshops to discuss
this issue. It is anticipated that GRU will further solidify its direction
in the next year or so.

Requests for Information

This financial report is designed to provide a general overview
of the Utility System’s finances for all those with an interest in the
System’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information
should be addressed to the Finance Director, City of Gainesville
Regional Utilities, P.O. Box 147117, Station A-105, Gainesville,
FL 32614-7117.



Report of Independent Certified
Public Accountants

The Honorable Mayor and
Members of the City Commission
City of Gainesville

We have audited the accompanying balance sheets of
Gainesville Regional Utilities (a department of the City of
Gainesville, Florida) as of September 30, 2003 and 2002 and
the related statements of revenues, expenses and changes
in net assets, and cash flows for the years then ended. These
financial statements are the responsibility of the Gainesville
Regional Utilities” management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing
standards generally accepted in the United States and
the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made
by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

As discussed in Note 1, the financial statements present
only Gainesville Regional Utilities {the Combined Utility Fund of
the City of Gainesville, Florida) and are not intended to present
fairly the financial position of the City of Gainesville, Florida,
and the changes in its financial position and cash flows of its
proprietary fund types in conformity with accounting principles
generally accepted in the United States.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Gainesville Regional Utilities, as of September 30, 2003 and
2002 and changes in its financial position and cash flows for
the years then ended in conformity with accounting principles
generally accepted in the United States.

As discussed in Note 1 to the financial statements, in 2003
Gainesville Regional Utilities changed its method of accounting
for rate stabilization funds.

In accordance with Government Auditing Standards, we
have also issued our report dated November 7, 2003 on our
consideration of the Gainesville Regional Utilities’ internal control
over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations and contracts. That
report is an integral part of an audit performed in accordance

Financial Statements Gainesville Regional Utilities
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

with Government Auditing Standards and should be read
in conjunction with this report in considering the results of
our audit.

Management’s discussion and analysis, as identified in the
table of contents, is not a required part of the basic financial
statements but is supplementary information required by the
Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement
and presentation of this required supplementary information.
However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming an
opinion on the basic financial statements taken as a whole.
Financial statements for the years ended September 30, 2000
and 1999 were audited by other auditors. The supplementary
information included in the accompanying schedules is presented
for purposes of additional analysis and is not a required part of
the basic financial statements. Such information, except for that
pertaining to the years ended September 30, 2000 and 1999, on
which we express no opinion, has been subjected to the auditing
procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

St + LLP

Ernst & YoungLLP
Orlando, Florida

November 7, 2003
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Balance Sheets
SEPTEMBER 30, 2003 AND 2002

Assets
Current assets:
Cash and cash equivalents
Investments
Accounts receivable, net of allowance for uncollectible accounts
of $704,865 in 2003 and $805,126 in 2002
Prepaid rent — lease/leaseback
Fuels contracts
Deferred charges
Inventories:
Fuel
Materials and supplies

Total current assets

Restricted assets:

Utility deposits — cash and investments

Debt service — cash and investments

Rate stabilization — cash and investments
Construction Fund — cash and investments

Utility plant improvement fund — cash and investments
Investment in The Energy Authority

Decommissioning reserve — cash and investments
Total restricted assets

Prepaid rent — lease/leaseback
Other noncurrent assets

Capital assets:
Utility plant in service
Plant unclassified
Less: accumulated depreciation and amortization

Plant held for future use
Construction in progress
Net capital assets
Total assets
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2003

$ 1,860,688
392,886

26,917,521
10,686,909
369,210
2,740,206

6,987,400

6,947,008
56,901,828

3,761,742
60,004,798
68,228,610
22,121,649
27,747,412

3,215,002

5,113,431

190,192,644

151,397,877

21,942,164

959,374,085
25,737,464

379,884,092

605,227,457
6,053,926

71,458,461
682,739,844
$1,103,1 74,357

2002
(Restated)

$ 5,223,597
514,235

25,035,819
10,686,909
82,950
3,514,523

10,782,212
7,474,597
63,314,842

3,728,281
59,897,416
76,852,195

8,803,549
28,634,776

3,101,508

4,634,322

185,652,047

162,084,786

17,564,061

936,948,021
6,153,812
355,155,899
587,945,934
6,053,926
62,058,407
656,058,267
$1,084,674,003



Liabilities and fund equity

Current liabilities:
Fuel payable
Accounts payable and accrued liabilities
Operating lease — lease/leaseback
Deferred credits
Due to\(from) other funds

Total current liabilities

Payable from restricted assets:
Utility deposits
Rate stabilization deferred credit
Construction fund:

accounts payable and accrued liabilities

Revenue bonds payable — current portion
Accrued interest payable

Total payable from restricted assets

Long-term debt:
Utilities system revenue bonds
Subordinated utilities system revenue bonds
Commercial paper notes
Unamortized loss on refinancing
Unamortized bond premium\discount

Total long-term debt

Operating lease — lease/leaseback

Other noncurrent liabilities
Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total liabilities and net assets

See accompanying notes.

Balance Sheets
SEPTEMBER 30, 2003 AND 2002

2003 2002
(Restated)
$ 2,970,088 $ 6,554,687
1,854,362 4,938,009
12,461,916 12,461,916
3,878,407 2,480,066
3,160,611 3,242,918
24,325,384 29,677,596
3,728,795 3,635,718
71,628,813 75,434,820
2,116,878 1,002,854
12,385,000 11,520,000
7,089,021 8,118,211
96,948,507 99,711,603
309,035,000 282,230,000
74,500,000 77,300,000
71,515,000 74,811,000
(30,372,079) (26,778,452)
10,888,559 (3,140,827)
435,566,480 404,421,721
176,530,733 188,991,041
24,594,323 24,992,981
757,965,427 747,794,942
263,206,801 252,236,347
83,814,681 88,656,895 -
(1,812,552) (4,014,181)
345,208,930 336,879,061
$1,103,174,357 $1,084,674,003
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Statements of Revenues, Expenses and Changes in Net Assets

YEARS ENDED SEPTEMBER 30, 2003 AND 2002

Operating revenue:
Sales and service charges
Other operating revenue

Total operating revenue

Operating expenses:
Operation and maintenance
Administrative and general
Depreciation and amortization

Total operating expenses

Operating income

Non-operating income (expense):
Interest income
Interest expense, net of AFUDC

Total non-operating expense

Income before contributions and transfers

Capital contributions:
Contributions from developers
Reduction of plant costs recovered through contributions

Net capital contributions

Operating transter to City of Gainesville General Fund
Change in net assets

Net assets — beginning of year, as originally reported
Prior period adjustment (See note 1)

Net assets — beginning of year, as restated
Net assets — end of year

See accompanying notes.

38 GRU 2002-03 ANNUAL REPORT

2003

$211,651,345
13,972,493
225,623,838

121,983,071
22,706,274
36,283,237

180,972,582

44,651,256

6,297,965
(20,361,569)
(14,063,604)

30,587,652

3,893,622
(236,145)
3,657,477

(25,915,260)
8,329,869
412,313,881

(75,434,820)

336,879,061

2002
(Restated)

$198,930,821
14,320,930
213,251,751

104,155,618
23,798,182
35,842,269

163,796,069

49,455,682

7,152,201
(19,676,070)
(12,523,869)

36,931,813

5,868,631
{1,034,708)
4,833,923

(25.694,788)

16,070,948
403,639,224
(82,831,111)

320,808,113
$336,879,061



Cash flows from operating activities
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Cash payments for operating transactions with other funds
Other operating receipts

Net cash provided by operating activities

Cash flows from noncapital financing activities
Transfers to other funds

Net cash used in noncapital financing activities

Cash flows from capital and related financing activities
Principal repayments on long-term debt
Interest paid on long-term debt
Other receipts
Acquisition and construction of fixed assets
(including allowance for funds used during construction)
Proceeds from new debt and commercial paper
Cash received for connection charges

Net cash used in capital and related financing activities

Cash flows from investing activities
Interest received
Purchase of investments
Investment in The Energy Authority
Distributions from The Energy Authority
Proceeds from investment maturities

Net cash {used in)/provided by investing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Statement of Cash Flows

YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003

$209,555,527
(122,291,913)
(39,495,623)
(4,661,739)
15,052,285
58,158,537

(25,915,260)
(25,915,260)

{134,976,000)
(21,390,758)
10,180

(54,343,220)
170,579,386

3,311,449
(36,808,963)

6,511,894
(550,179,848)
(1,181,417)
1,067,922
543,697,899
(83,550)

(4,649,236)
37,617,537
$ 32,868,301

2002
(Restated)

$202,196,045
(102,454,444)
(36,930,494)
(5,295,612)
12,546,727
70,062,222

(25,694,788)
(25,694,788)

(70,352,000)
(21,293,656)
178,634

(42,324,379)
80,115,806

1,789,383

(51,886,212)

8,816,629

(489,101,705)

(1,131,925)
663,041

517,486,938
36,732,978

29,214,200

8,303,337
$ 97517597
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Statement of Cash Flows, continued
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003 2002
{Restated)
Reconciliation of operating income to net cash
provided by operating activities
Operating income $44,651,256 $49,455,682
Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation and amortization 36,283,237 35,842,269
Operating lease — lease/leaseback revenue (1,774,203) {1,774,203)
Receivables {(2,188,895) 3,322,596
Prepaid expenses (286,260) 3,954,165
Inventories 4,322,401 (7,540,418)
Deferred charges (879,881) 3,849,752
Accounts payable and accrued liabilities (5,554,222) 317,277
Due to cther funds (82,307) 1,323,302
Utility deposits 93,077 (57,372)
Other liabilities and deferred credits (16,425,666) (18,630,828)
Net cash provided by operating activities $58,158,537 $70.062,222

Noncash, investing, capital and financing activities

Utility plant contributed by developers in aid of construction was $3,657,477 and $5,562,000 in 2003 and 2002, respectively.

See accomganying notes.
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1. Summary of Significant Accounting Policies

Organization

Gainesville Regional Utilities (GRU or the Utility} is a
combined municipal utility system operating electric, natural
gas, water, wastewater, and telecommunications (GRUCom})
utilities. GRU consists of the combined Utility Funds of the
City of Gainesville, Florida (City). GRU is a unit of the City
and, accordingly, the financial statements of GRU are included
in the annual financial reports of the City.

Basis of Accounting

The financial statements are presented on the accrual basis
of accounting. Under this basis, revenues are recognized in
the period earned and expenses are recognized in the period
incurred. GRU applies all applicable Financial Accounting
Standards Board (FASB) pronouncements issued on or before
November 30, 1989, in accounting for and reporting its operations.
In accordance with government accounting standards, GRU
has elected not to apply FASB pronouncements issued after
that date. In accordance with the Utilities System Revenue
Bond Resolution as Supplemented and Amended {Bond
Resolution), rates are designed to cover operating and mainte-
nance expense, debt service and other revenue requirements,
which exclude depreciation expense and other noncash
expense items. This method of rate setting results in costs
being included in the determination of rates in different periods
than when these costs are recognized for financial statement
purposes. The effect of these differences are recognized in the
determination of net income in the period that they occur, in
accordance with GRU’s accounting policies. GRU has adopted
the uniform system of accounts prescribed by the Federal
Energy Regulatory Commission (FERC) and substantially all
provisions of the National Association of Regulatory Utility
Commissioners (NARUC). Rates are approved annually by
the City Commission.

Accounting Changes

Reporting Model

In connection with a recent reexamination of its accounting
policies related to Statement of Financial Accounting Standards
(SFAS) No. 71, Accounting for the Effects of Certain Types of
Regulation, GRU determined that regulatory basis accounting,
as described in Note 2, could be applied to its rate stabilization
fund transactions. As a result, in periods when funds are
deposited to the rate stabilization fund (restricted cash and
investments), pursuant to bond covenants, operating revenues
would be reduced by the amount deposited and a related
regulatory liability would be established; conversely, the future
periods when such rate stabilization’s funds are applied, the

Notes to Financial Statements
SEPTEMBER 30, 2003 AND 2002

regulatory liability would be reduced and operating revenues
would be increased by the amount applied. Under GRU’s previ-
ous accounting policy, in previous periods, rate stabilization
fund assets were reported as restricted assets on the balance
sheet, but the corresponding regulatory liabilities were not
recorded and the balance was instead reported as part of
restricted net assets.

In the 2003 fiscal year, management has elected to change
the accounting policy for its rate stabilization fund by restating
the comparative 2002 financial statements and disclosing the
accounting change in notes to the financial statements. The
treatment as a restatement, instead of as a cumulative effect
adjustment, is supported by GASB Codification Section
1600.104, footnote 3, which states “changes in accounting
principles addressed in APB Opinion No. 20, as amended,
should be reported as restatements of beginning net assets.”
Management believes that this accounting change will result in
more consistency between the accounting for rate stabilization
fund transactions and the rate-setting model, and that the
change is to a preferable method of accounting for these
transactions, as permitted under SFAS No. 71.

The results of the retroactive application of this accounting
change are as follows:

= In the 2002 financial statements, $82,831,111 in beginning
restricted net assets were reclassified to a regulatory liability,
payable from restricted assets; and operating revenues and
change in net assets were both increased by $7,396,291 to
reflect the reduction in the regulatory liability during the

2002 fiscal year.

= Beginning net assets in the 2003 financial statements were
reduced by $75,434,820 to reflect the reclassification of the
rate stabilization fund regulatory liability balance as of the
beginning of the fiscal year.

During the 2002 fiscal year, GRU adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement
No. 34, Basic Financial Statements and Management'’s
Discussion and Analysis for State and Local Governments
(Statement 34); GASB Statement No. 37, Basic Financial
Statements — and Management's Discussion and Analysis —
for State and Local Governments; Omnibus {Statement 37);
and GASB Statement No. 38, Certain Financial Statement
Disclosures (Statement 38). Statements 34, 37 and 38
established standards for external financial reporting and
disclosure for all state and local government entities, which
for GRU includes a balance sheet, a statement of revenues,
expenses and changes in net assets and a statement of cash
flows. The most significant change related to the implementation
of Statement 34 for GRU was the requirement that net assets
be classified into three components — invested in capital
assets, net of related debt; restricted; and unrestricted, on a
retroactive basis. Previously, GRU’s net assets were reported
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as fund equity, as either retained earnings or contributions in
aid of construction. These classifications are defined as follows:

m [nvested in capital assets, net of related debt — This
component of net assets consists of capital assets, net of
accumulated depreciation and reduced by the outstanding
balances of any bonds, or other long-term borrowings that
are attributable to the acquisition, construction, or improve-
ment of those assets. If there are significant unspent related
debt proceeds at year-end, the portion of the debt attribut-
able to the unspent proceeds is not included in the calculation
of invested in capital assets, net of related debt. Rather,
that portion of the debt is included in the same net assets
component as the unspent proceeds.

m Restricted — This component of net assets consists of net
assets subject to external constraints on their use imposed
by creditors (such as through debt covenants), contributors,
or laws or regulations of other governments or constraints
imposed by law through constitutional provisions or
enabling legislation.

» Unrestricted net assets — This component of net assets
consists of net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”
The adoption of Statements 34, 37, and 38 had no effect

on the financial statements except for the classification of
net assets, changes in financial statement presentation and
modification of certain financial statement note disclosures.

Use of Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
requires management to make estimates that affect the reported
amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements,
and the reported amount of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Reclassifications
Certain amounts for the prior year have been reclassified
to conform with current year presentation.

Investments

Investments are reported at fair value in the balance sheet
and on quoted market prices. All short-term commercial paper
with maturities less than one year have been reported at cost
which approximates fair value.

42 GRU 2002-03 ANNUAL REPORT

Risk Management/Futures & Options Contracts

GRU conducts a risk management program with the intent
of reducing the impact of fuel price spikes for its customers.
The program utilizes futures and options contracts that are
traded on the New York Mercantile Exchange (NYMEX) so that
prices may be fixed for given volumes of gas that the utility
intends to consume during a given production month. Through
the use of an internal oversight group, consultation from reputable
risk management sources, and close monitoring of the market
on a daily basis, GRU makes every effort to take reasonable
steps to lessen customers’ exposure to fuel spikes while, at
the same time, attempting to minimize costs.

As a result of risk management activity GRU had, on
September 30, 2003 and 2002, deposits of $2,300,000 and
$1,600,000, respectively, with brokers for margin accounts.
GRU has $369,210 and $82,950 for outstanding options and
estimates approximately $13,300,000 in futures contracts at
September 30, 2003 and estimated $-0- for September 30,
2002. At contract maturity date, gains or losses on hedging
transactions are recognized into operation and maintenance
expense. On September 30, 2003, $889,500 was held in
deferred gains, inclusive of options, from outstanding contracts.
On September 30, 2002 there was $104,500 in deferred gains
from outstanding contracts.

Inventories

Inventories are stated at cost using the weighted average
unit cost method for materials, and the last-in, first-out (LIFO)
method for fuel. Obsolete and unusable items are reduced to
estimated salvage values. The cost of fuel used for electric
generation is charged to expense as consumed.

Capital Assets
Property and equipment are recorded at cost. Maintenance
and repairs are charged to operating expense as incurred.
The average cost of depreciable plant retired is eliminated from
the plant accounts and charged to accumulated depreciation.
Associated cost of removal is charged to depreciation expense.
Plant unclassified includes property and equipment of
capital projects placed into service that have not been classified
in the related asset category within utility plant in service.

Depreciation and Nuclear Generating Plant
Decommissioning

Depreciation of utility plant is computed using the straight-
line method over estimated service lives ranging from 6 to 50
years. Depreciation was equivalent to 3.24% and 3.34% of
average depreciable property for 2003 and 2002, respectively.
Depreciation expense includes a provision for decommissioning
costs related to the jointly-owned nuclear power plant (see
Note 6).
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Amortization of Nuclear Fuel

The cost of nuclear fuel, including estimated disposat
cost, is amortized to fuel expense based on the quantity of
heat produced for the generation of electric energy in relation
to the quantity of heat expected to be produced over the life
of the nuclear fuel core. These costs are charged to customers
through the fuel adjustment clause.

Revenue Recognition

Revenue is recorded as earned. GRU accrues for services
rendered but unbilled, which amounted to approximately
$12,100,000 and $9,200,000 for 2003 and 2002, respectively.
Fuel adjustment revenue is recognized based on the actual
fuel costs. Amounts charged to customers for fuel are based
on estimated costs, which are adjusted for any differences
between the actual and estimated costs once actual fuel costs
are known. If the amount recovered through billings exceeds
actual fuel costs, GRU records deferred fuel as a liability. If
the amount recovered through billings are less than the actual
fuel costs, GRU records deferred fuel as an asset, for amounts
to be collected through future rates. As of September 30, 2003
and 2002, deferred fue!l charges were $(1,851,000) and
$1,716,000, respectively. The Fuel charges are reported as
either part of current deferred charges or current deferred
credits on the balance sheet.

Transactions with the City of Gainesville

As an enterprise fund of the City of Gainesville, transactions
occur between GRU and the City’s governmental funds
throughout the year in the ordinary course of operations.
Below is a summary of significant transactions:

Administrative Services — GRU is billed monthly for
various administrative and insurance services provided by the
City’s governmental functions.

Nonmetered and Metered Service Charges — GRU bills
the City’s governmental funds on a monthly basis for all
nonmetered, metered and other administrative services.

Transfers to the General Fund — GRU budgets an annual
transfer to the General Fund based on a City Commission
approved formula. See Note 11 for details.

Notes to Financial Statements
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Funds in Accordance with Bond Resolutions

Certain restricted funds of GRU are administered in
accordance with bond resolutions. These funds are as follows:

® Debt Service Fund

s Subordinated Indebtedness Fund

= Rate Stabilization Fund

= Construction Fund

= tility Plant Improvement Fund

The Debt Service Fund accounts for funds accumulated
to provide payment of principal and interest on or redeem
outstanding debt.

The Subordinated Indebtedness Fund, grouped in the
Debt Service Fund for financial reporting purposes, accounts
for funds accumulated to pay principal and interest on
subordinated indebtedness.

The Rate Stabilization Fund accounts for funds accumu-
lated to stabilize rates over future periods through the transfer
of funds to and from operations as necessary and to provide
operating reserves for the Utility.

The Construction Fund accounts for funds accumulated
for the cost of acquisition and construction of the system.

The Utility Plant Improvement Fund accounts for funds
used to pay for certain capital projects or debt service, the
purchase or redemption of bonds, or otherwise provide for the
repayment of bonds.

When both restricted and unrestricted resources are
available for use, it is GRU’s policy to use restricted resources
first, then unrestricted resources as they are needed.

Operating, Non-Operating Revenues

GRU has defined operating revenue as that revenue which
is derived from customer sales or service while non-operating
revenues include interest on investments and any gain from the
sale of such investments.

Allowance for Funds Used During Construction (AFUDC)

An allowance for interest on borrowed funds used during
construction of $112,000 and $0 in 2003 and 2002, respectively,
is included in construction in progress and as a reduction of
interest expense. These amounts are computed by applying
the effective interest rate on the funds borrowed to finance the
projects to the monthly balance of projects under construction.
The effective interest rate was approximately 4.23%.
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Contributions in Aid of Construction

GRU recognizes capital contributions from developers and
other third parties as revenues in the period received. Contri-
butions to the electric and gas divisions are also reported as
capital contribution revenues; however, the related capital asset
amounts are also expensed in the same period consistent with
the requirements of the FERC Uniform System of Accounts.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash
equivalents include cash on hand, bank demand accounts,
and overnight repurchase agreements.

Unamortized Loss on Refinancing

Losses resulting from the refinancing of bonds are deferred
and amortized over the remaining life of the old debt or the life
of the new debt, whichever is shorter.

2. Rates and Regulation

GRU’s rates are established in accordance with the Utilities
System Bond Resolution and the Utilities System Subordinated
Bond Resolution as adopted and amended. Under these docu-
ments, rates are set to recover Operation and Maintenance
Expenses, Debt Service, Utility Plant Improvement Fund
contributions and costs for any other lawful purpose such
as the General Fund Transfer.

Each year during the budgeting process, and at any other
time necessary, the City Commission approves rate changes
and other changes to GRU's charges.
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GRU’s cost of fuel for the electric and natural gas systems
is passed directly through to its customers. Each month, GRU
staff estimates the cost of fuel and consumption for both the
electric and natural gas systems. These estimates are combined
with a true-up for actual costs from previous months into a
current-month electric fuel adjustment and natural gas pur-
chased gas adjustment. Amounts overbilled or underbilled are
passed along to customers and are either accrued or deferred at
year-end.

The Florida Public Service Commission does not regulate
rate levels in any of GRU’s utilities. They do, however, have
jurisdiction over rate structure for the electric system.

Currently, GRU prepares its financial statements in accord-
ance with Statement of Financial Accounting Standards (SFAS)
No. 71, and records various regulatory assets and liabilities. For
a company to report under SFAS No. 71, the company’s rates
must be designed to recover its costs of providing services,
and the company must be able to collect those rates from
customers. If it were determined, whether due to competition
or regulatory action, that these standards no longer applied,
GRU could be required to write off its regulatory assets and lia-
bilities. Management believes that GRU currently meets the cri-
teria for continued application of SFAS No. 71, but will continue
to evaluate significant changes in the regulatory and competitive
environment to assess continuing applicability of the criteria.



3. Capital Assets and Changes in Accumulated Depreciation
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A summary of capital assets, changes in accumulated depreciation and related depreciation provisions expressed as a percentage

of average depreciable plant follows:

Balance, October 1, 2002
Capital additions
Sales, retirements
Balance,

September 30, 2003

Accumulated depreciation,
October 1, 2002
Depreciation expense
Retirements
Accumulated depreciation,
September 30, 2003

Average depreciation rate

Balance, October 1, 2001
Capital additions
Sales, retirements
Balance,

September 30, 2002

Accumulated depreciation,
October 1, 2001
Depreciation expense
Retirements/adjustments
Accumulated depreciation,
September 30, 2002

Average depreciation rate

Transmission,

and Distribution
Treatment Generation Collection General Unclassified Combined
$83,325,774 $333,011,603 462,285,767  $58,324,788 $ 6,153,811 $943,101,833
2,087,320 3,462,947 18,021,004 5,446,193 48,601,116 77,618,580
40,111 110,843 1,092,359 5,348,088 29,017,463 35,608,864
$85,372,983 $336,363,797 479,214,412  $58,422,893  $25,737,464 $985,111,549
$34,198,595 $157,989,642 136,190,991 $26,776,671 n/a $355,155,899
2,686,430 10,119,476 12,578,094 5,842,312 n/a 31,226,312
40,111 110,844 999,075 5,348,089 n/a 6,498,119
$36,844,914 $167,998,274 147,770,010  $27,270,894 n/a $379,884,092
3.18% 3.02% 2.67% 10.01% n/a 3.24%

Transmission,

and Distribution
Treatment Generation Collection General Unclassified Combined
$81,371,071 $288,946,495 $422,147,317  $54,159,664  $62,142,573 $908,767,120
2,245,159 56,623,471 45,514,094 11,029,223 58,004,920 173,416,867
290,456 12,658,273 5,375,644 6,864,099 113,993,682 139,082,154
$83,325,774 $333,011,693 $462,285,767  $58,324,788  $ 6,153,811 $943,101,833
$31,870,077 $160,001,587 $128,547,379  $28,717,006 n/a $349,136,049
2,618,974 10,501,563 12,894,877 4,918,757 n/a 30,934,171
290,456 12,513,508 5,251,265 6,859,092 n/a 24,914,321
$34,198,595 $157,989,642 $136,190,991 $26,776,671 nfa $355,155,899
3.18% 3.38% 2.92% 8.75% n/a 3.34%
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4. Long-Term Debt

Long-term debt outstanding at September 30, 2003 and 2002, consisted of the following:

Utilities System Revenue Bonds:

Series 1983 (1983 Bonds) — interest payable semi-annually
to October 1, 2014 at a rate of 6.0%

1992 Series A (1992 A Bonds) — interest payable semi-annually
to October 1, 2002 6.1%

1992 Series B (1992 B Bonds) — interest payable semi-annually
to October 1, 2013 at various rates between 6.1% and 7.5%

1993 Series A (1993 A Bonds) — interest payable semi-annually
to October 1, 2006 at various rates between 5.0% and 5.3%

1993 Series B (1993 B Bonds) — interest payable semi-annually
to October 1, 2013 at various rates between 5.0% and 5.5%

1996 Utilities System Revenue Bonds — 1996 Series A (1996 Series A) —

interest payable semi-annually to October 1, 2026 at rates
between 4.2% and 5.75%

2002 Utilities System Subordinated Utilities System Revenue Bonds —

2002A (2002 Series A) interest at variable rates

2002 Utilities System Subordinated Ultilities System Revenue Bonds —

2002B (2002 Series B) interest at variable rates

2003 Series A (2003 A Bonds) — interest payable semi-annually

to October 1, 2024 at rates between 4.625% and 5.25%.

2003 Series B (2003 B Bonds) — interest payable semi-annually
to October 1, 2013 at a 4.4% interest rate (Federally Taxable).
2003 Series C {2003 C Bonds) — interest payable semi-annually

to October 1, 2013 at rates between 4.0% and 5.0%.

Utilities System Commercial Paper Notes, Series C (C Notes) —
interest at variable market rates

Utilities System Taxable Commercial Paper Notes, Series D (D Notes) —

interest at variable market rates

Current portion of long-term debt
Unamortized loss on refinancing
Unamortized premiumidiscount

Total long-t=rm debt

The 1983 Bonds mature on October 1, 2014. Those Bonds
are subject to redemption at the option of the City as a whole
at any time or in part on any interest payment date, at a
redemption price of 100% plus accrued interest to the date
of redemption.

The 1992 A Bonds matured October 1, 2002.

The 1992 B Bonds mature at various dates from October 1,
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2003 2002
$ 4,675,000 $ 4,675,000
- 1,555,000
24,630,000 24,960,000
4,175,000 17,795,000
2,015,000 110,280,000
126,575,000 134,485,000
37,300,000 37,300,000
40,000,000 40,000,000
33,000,000 -
7,625,000 -
115,925,000 -
53,700,000 56,262,000
17,815,000 18,549,000
467,435,000 445,861,000
{12,385,000) (11,520,000}
(30,372,079) (26,778,452)
10,888,559 (3,140,827)
$435,566,480 $404,421,721

2001 to October 1, 2017. Those Bonds maturing on or after
October 1, 2003 to October 1, 2007, amounting to $14.3 million
were redeemed at the option of the City on October 1, 2002,

The 1993 A and B Bonds mature at various dates through
October 1, 2013. Those Bonds maturing on or after October 1,
2004, amounting to $113.9 million, were redeemed at the
option of the City on October 1, 2003.



The 1996 A Bonds mature at various dates through October
1, 2026. Those Bonds maturing on or after October 1, 2010
are subject to redemption at the option of the City on or
after October 1, 2006 as a whole or in part at any time at a
redemption price of 102% in 2008, 101% in 2007, and 100%
thereafter. A portion of the Bonds maturing from October 1,
2004 through October 1, 2008 ($6.2 million) were advance-
refunded to the maturity dates.

On July 20, 2002, the City issued Subordinated Utilities
System Revenue Bonds, Series 2000A and 2002B in the
amounts of $37,300,000 and $40,000,000 respectively. The
proceeds from the Series 2002A Bonds were used to refund
a portion ($36,645,000) of the 1992B Bonds in order to reduce
its total debt service payments over the next 16 years by
approximately $4.9 million and to obtain an economic gain
of approximately $3.4 million. Of the 2002B Series Bonds,
$20 million was used to pay principal of Series C Tax-exempt
Commercial Paper Notes and $20 million was issued to fund
the Costs of Acquisition and Construction of the utility system.
The 2002A and 2002B Series Subordinated Bonds were issued
as multi-modal variable interest-rate Bonds, initially issued as
variable-rate auction notes. As such, interest rates are reset
by an auction process each 35 days based on market rates.
Payment of principal and interest of the 2002A and 2002B
Series Subordinated Bonds when due are insured by a
municipal bond insurance policy issued by Financial Security
Assurance. While in the variable auction-rate mode, the Bonds
may be redeemed at the option of the City in whole or in part
on any interest payment date immediately following the end
of an auction period without premium.

On January 30, 2003 the City issued Utilities System
Revenue Bonds, Series 2003A and 2003B in the amounts
of $33,000,000 and $7,625,000 respectively. The 2003 A
Bonds mature on various dates from October 1, 2015 through
October 1, 2024. The 2003 B Bonds mature on various dates
from October 1, 2004 through October 1, 2013. The 2003 A
Bonds maturing on or after October 1, 2013 are subject to
redemption at the option of the City on or after October 1, '
2013 at 100%. The 2003 B Bonds maturing are not subject
to redemption prior to maturity.

On March 20, 2003, the City entered an interest rate swap
agreement with an August 28, 2003 effective date with JP
Morgan Chase Bank (JP Morgan) for an initial notional amount
of $121,525,000 amortizing down to zero on October 1, 2013.
Under the terms of this swap, the City would pay JP Morgan
3.41% interest on certain payment dates and, in return, JP
Morgan would pay the City a floating rate based on a specified
index. On August 20, 2003, this agreement was terminated
and the City issued Utilities System Revenue Bonds, Series
2003C in the amount of $115,925,000. The proceeds of these

Notes to Financial Statements
SEPTEMBER 30, 2003 AND 2002

Bonds were used to refund the 1993 Series A and 1993 Series
B Bonds outstanding after October 1, 2003 and a portion of
the 1996 Series A Bonds maturing October 1, 2004 through
October 1, 2008 and to pay an amount to terminate the swap
agreement with JP Morgan referenced in the previous para-
graph. This refunding resulted in a reduction in total debt
service payments over 10 years of approximately $10.6 million
and an economic gain of approximately $8.9 million and
allowed for sufficient votes to effectuate certain material
amendments to the Utilities System Bond Resolution.

Utilities System Commercial Paper Notes, Series C Notes
(tax-exempt) in a principal amount not to exceed $85 million
may continue to be issued to refinance maturing Series C
Notes or provide for other costs. Liquidity support for the
Series C Notes is provided under a long-term credit agreement
dated as of March 1, 2000 with Bayerische Landesbank
Girozentrale. The obligation of the bank may be substituted by
another bank which meets certain credit standards and which
is approved by GRU and the Agent. Under the terms of the
agreement, GRU may borrow up to $85 million with same day
availability ending on the termination date, as defined in the
agreement. Series C Notes of $ 3.3 million and $2.7 million
were redeemed during 2003 and 2002, respectively.

In June 2000, a Utilities System Commercial Paper Note
Program, Series D (taxable) was established in a principal
amount not to exceed $25 million. Liquidity support for the
Series D Notes is provided under a long-term credit agreement
dated June 1, 2000 with SunTrust Bank. The obligation of the
bank may be substituted by another bank that meets certain
credit standards and is approved by GRU. Under the terms of
the agreement, GRU may borrow up to $25 million with same
day availability ending on the termination date, as defined in
the agreement.

On July 3, 2002 the City of Gainesville d/b/a Gainesville
Regional Utilities (GRU) started an interest rate swap with
Merrill Lynch Capital Services (the Counterparty) in a notional
amount of $37.3 million which amortizes down over time.
Under the terms of the swap agreement, GRU will pay the
Counterparty a fixed annual interest rate of 4.10% payable on
April 1 and October 1 of each year, beginning October 2, 2002
and will receive a variable rate payment each month beginning
August 1, 2002. The variable-rate will be equal to the Bond
Market Association (BMA)} Municipal Swap Index. The
Counterparty has the right, but not the obligation, to terminate
the swap if the BMA Municipal Swap Index exceeds 7% for
any immediate preceding rolling consecutive 180 calendar day
period. As of September 30, 2003, the termination value of the
swap, if exercised, would have resulted in a payment to the
counter party of approximately $3.7 million.
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GRU is required to make monthly deposits into separate The following table lists the Debt Service requirements
accounts for an amount equal to the required share of principal (principal and interest) on long-term debt outstanding at
and interest becoming payable for the revenue bonds on the September 30, 2003:

payment dates of April 1 and October 1.

Period ending September 30 Principal Interest Total Debt Service
Requirements™

2004 $ 12,385,000 $ 18,656,124 $ 31,041,124
2005 15,459,000 17,643,599 33,102,599
2006 14,944,000 16,787,725 31,731,725
2007 15,474,000 16,352,509 31,826,509
2008 20,264,000 15,833,307 36,097,307
2009-2013 129,841,715 63,665,162 193,506,877
2014-2018 100,539,525 35,623,832 136,163,357
2019-2023 60,234,525 22,312,895 82,547,420
2024-2028 42,299,525 12,121,041 54,420,566
2029-2033 53,388,710 7,493,183 60,881,893
2034-2038 2,605,000 1,158,073 3,763,073
Total $467,435,000 $227,647.450 $695,082,450

®|nterest rates on variable-rate long-term debt were valued to be equal to .85% for the 2002A and 2002B Series Subordinated
Bonds, .85% for Series C Tax-exempt Commercial Paper and 1.23% for Series D Taxable Commercial Paper. These are the rates in
effect as of September 30, 2003.
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The table below shows the changes in net long-term debt balances that occurred during the years ended September 30, 2003

and 2002.

Long-term debt outstanding at beginning of year
Changes in long-term debt:
2002A Series Subordinated Bonds issued
2002B Series Subordinated Bonds issued
2003A Series Bonds issued
2003B Series Bonds issued
2003C Series Bonds issued
1992A Series Bonds refunded
1993A Series Bonds refunded
19938 Series Bonds refunded
1996A Series Bonds refunded
Fixed rate debt redeemed - Senior Lien and Subordinated
TECP redeemed as part of Series 2002B issuance
TECP redeemed during the year
Taxable CP issued
Taxable CP redeemed
Change in unamortized loss/bond discount

Long-term debt outstanding at end of year

Current portion of long-term debt

Under the terms of the Bond Resolution relating to the sale
of the Utilities System Revenue Bonds, payment of the principal
and interest is secured by an irevocable lien on GRU’s net
revenue (exclusive of any funds which may be established
pursuant to the Bond Resolution for decommissioning and
certain other specified purposes}, including any investments
and income thereof.

The Bond Resolution contains certain restrictions and
commitments, including GRU’s covenant to establish and
maintain rates and other charges to produce revenue sufficient
to pay operation and maintenance expenses, amounts required
for deposit in the debt service fund, and amounts required for
deposit into the utility plant improvement fund.

Derivatives

GRU is a party to certain interest rate swap agreements,
which are not recorded in the financial statements. Following is
a disclosure of key aspects of the agreements.

2003 2002
$404,421,721 $394,398,221
- 37,300,000

- 40,000,000

33,000,000 -
7,625,000 -
115,925,000 -
- (36,645,000)

{9,645,000) -
(104,280,000) -
(6,235,000) -
(12,385,000) (11,520,000
- (20,000,000)

(2,562,000) (2,178,000)

- 2,000,000

(734,000) (544,000)
10,435,759 1,610,500
$435,566,480 $404,421,721
$ 12,385,000 $ 11,520,000

Objective of the interest rate swap. On July 3, 2002, the
City of Gainesville entered into an interest rate swap with Merrill
Lynch Capital Services (see footnote 4} in connection with its
variable rate 2002A Subordinated Bonds. The objective was to
lower borrowing costs by synthetically fixing an interest rate.

Terms. The swap, with a notional amount of $37.3 million,
became effective on July 3, 2002, The swap amount decreases
over time, matching the amount of the variable rate debt. The
first notional decrease for both is October 1, 2003, with the
final maturity of October 1, 2017. Under the terms of the swap
agreement, GRU will pay the Counterparty a fixed annual
interest rate of 4.10%. GRU will receive from the Counterparty
a variable payment based on the Bond Market Association
Municipal Swap Index (BMA). GRU will also pay the interest rate
resulting from the 35-day remarketing of the auction rate notes.

Fair Value. As of September 30, 2003, the fair value of the
swap was $(1.9) million, based on quoted market prices. This
negative fair value is a result of changes in interest rates and
reflects the fact that at year end, GRU would have to pay this
amount to terminate the swap agreement.
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Swap payments and associated debt. Assuming interest
rates remain the same as September 30, 2003, debt service

Fiscal Year

Ending Sept 30 Principal
2004 $ 2,900,000
2005 3,100,000
2006 3,200,000
2007 3,300,000
2008 -
2009-2013 -
2014-2017 22,000,000
Total $34,500,000

Credit Risk. As of September 30, 2003, the fair value of the
swap was negative, therefore the City is not subject to credit
risk. However, should interest rates change and the fair value
of the swap becomes positive, the City would be exposed to
credit risk in the amount of the derivative’s fair value. The swap
counterparty was rated Aa3, A+ and AA- by Moody’s, S&P
and Fitch respectively as of September 30, 2003. To mitigate
the potential for credit risk, if the counterparty’s credit quality
assigned by any two of Moody's, S&P and Fitch shall be
suspended or withdrawn or lower than “Aa3" in the case of
Moody's, “AA-" in the case of S&P and “AA-" in the case of
Fitch, the City shall have the right to require that the counterpar-
ty’s obligations under the Agreement be collateralized. Failure
to deliver the Collateral Agreement to the City on or before
the third business day after receipt of the written request will
constitute an Event of Default with respect to the counterparty.

Basis Risk. The swap exposes GRU to the difference
between a weekly BMA index and a 35-day rollover based
on current market conditions. As a result, savings could not
be realized. As of September 30, 2003, BMA was 1.08% for
the week of September 24, 2003, while the last 35-day reset
was .85%.

Termination Risk. The swap agreement will be terminated
at any time if certain events occur that result in one party not
performing in accordance with the agreement. The swap can
be terminated due to lllegality, a credit event upon merger, or
an event of default and illegality. The swap can also be termi-
nated if credit ratings fall below established levels.
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Auction-Rate Notes

requirements on the auction rate notes and the interest rate
swap would be as follows:

Interest Rate

Interest Swaps, Net Total

$ 280,925 $ 1,074,125 $ 4,255,050
301,487 1,126,966 4,528,453
298,499 1,088,715 4,587,214
295,537 1,051,706 4,647,243
307,050 1,071,151 1,378,201
1,496,543 4,855,652 6,352,195
1,059,724 3,005,377 26,065,101
54,039,766 $13,273 692 $51,813,458

5. Deposits and Investments

Deposits are held in a qualified public depository institution
insured by the Federal Depository Insurance Corporation and
as required by the Bond Resolution in a bank, savings and loan
association or trust company of the United States or a national
banking association having capital stock, surplus and undivided
earnings aggregating at least $10 milfion.

In accordance with state laws and the Bond Resolution,
GRU is authorized to invest in obligations which are uncondi-
tionally guaranteed by the United States of America or its
agencies or instrumentalities, repurchase agreement obliga-
tions unconditionally guaranteed by the United States of
America or its agencies, corporate indebtedness, direct and
general obligations of any state of the United States of America
or of any agency, instrumentality or local governmental unit of
any such state (provided such obligations are rated by a
nationally recognized bond rating agency in either of its two
highest rating categories), public housing bonds, and certain
certificates of deposit. Investments in corporate indebtedness
must be rated in the highest rating category of a nationally rec-
ognized rating agency and in one of the two highest rating cat-
egories of at least one other nationally recognized rating
agency.

Investments are categorized in the following table in
accordance with GASB Statement No. 3. All of GRU’s
investments fall under category 1, which include investments
that are insured or registered or held by the Utility or its
agent in GRU’s name.
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Fair (Carrying
Amount) Value
September 30, 2003

U.S. government securities $ 66,231,222
U.S. government bonds 23,530,828
Corporate debt securities 68,657,112
Total $158,419,162
September 30, 2002

U.S. government securities $ 88,518,585
U.S. government bonds 24,250,061
Corporate debt securities 31,674,331
Total $144,442,977

Cash and investments are contained in the following balance
sheet accounts as of September 30:

2003 2002

(Restated)

Restricted assets $190,192,644 $185,652,047
Current assets:

Cash and cash equivalents 1,860,688 5,223,597

Investments 392,886 514,235

Total cash and investments 192,446,218 191,389,879
Less cash and cash equivalents (32,868,301} (37.517,537)
Less accrued interest receivable

and accounts receivable (1,158,755) {9,429,365)
Total investments $158,419,162 $144,442 977

6. Jointly-Owned Electric Plant

GRU-owned resources for supplying electric power and
energy requirements include its 1.4079% undivided ownership
interest in the Crystal River Unit 3 (CR3) nuclear power plant
operated by Florida Power Corporation. GRU’s net investment
in CR3 at September 30, 2003 and 2002 is approximately
$7,100,000 and $7,400,000, respectively. CR3 operation and
maintenance costs, which represent GRU'’s part of expenses
attributable to operation of CR3, are recorded in accordance
with the instructions as set forth in the FERC uniform system
of accounts. Payments are made to Florida Power Corporation
in accordance with the CR3 participation agreement.

GRU, as a part of this participation agreement, is responsible
for its share of future decommissioning costs. Decommissioning
costs are funded and expensed annually and are recovered
through rates charged to customers. The most recent decommis-
sioning cost estimates provided by Florida Power Corporation in
May 2003, estimated GRU's share of total future decommissioning
costs to be $7,100,000. At September 30, 2003, GRU has
funded $5,113,000 of this cost.

Notes to Financial Statements
SEPTEMBER 30, 2003 AND 2002

7. Restricted Net Assets

Certain assets are restricted by bond resolution and other
external requirements. Following is a summary of the computation
of restricted net assets at September 30, 2003 and 2002, and
the restricted purposes of the net asset balances:

Year ended September 30
2003 2002
(Restated)
Restricted net assets:
Total restricted assets $190,192,644 $185,652,047
Unspent debt proceeds (21,814,456) (8,803,549)
Payable from restricted assets (84,563,507) (88,191,603)
Restricted net assets 83,814,681 88,656,895
Net assets are restricted as follows:
2003 2002
Debt covenants:
Debt service $ 47,738,836 $ 52,286,289
Utility plant improvement 27,747,412 28,634,776
Total restricted pursuant to
debt covenants 75,486,248 80,921,065
Other restrictions:
Investment in The
Energy Authority® 3,215,002 3,101,508
Nuclear decommissioning
reserve 5,113,431 4,634,322
Total other restrictions 8,328,433 7,735,830
Restricted net assets $ 83,814,681 $ 88,656,835

"includes trade guarantee deposits.
8. Retirement Plans

The City sponsors and administers one defined benefit
pension plan and two defined contribution plans (collectively, the
Plans) that include GRU and other City employees. The Plans do
not make separate measurements of assets and pension benefit
obligations for individual units of the City. Such information is
presented in the City of Gainesville, Florida, September 30, 2003,
Comprehensive Annual Financial Report.

The General Employees Pension Plan (Employees Plan), a
contributory defined benefit pension plan, covers all employees
of GRU, except certain limited personnel who elect to participate -
only in a defined contribution plan.

The City accounts for and funds the costs of the Employee
Plan as they accrue. Such costs are based on contribution rates
determined by the most recent actuarial valuation. The total con-
tributions by GRU, including amortization of prior service
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costs, were $1,800,000 for the years ended September 30,
2003 and 2002.

Certain limited employees are eligible to participate in
defined contribution plans managed by outside fiscal agents for
the City. Under the first plan, the City contributes a percentage
of an employee’s annual salary and employees contribute a
specified percentage. All employees have the option to partici-
pate in the second defined contribution plan. The total defined
contribution cost for GRU for the years ended September 30,
2003 and 2002, was $200,000 and $357,000, respectively.

9. Postretirement Benefits

In addition to providing pension benefits, the City provides
certain health care insurance benefits for retired employees of
the City and GRU. The City also permits retirees to participate
in the life insurance program. Most permanent full and part-time
employees who are eligible for normal, early, or disability
retirement are eligible for these benefits. Individual benefits are
the same for all employees, but the cost to the City may vary.
Contributions by the City to fund these benefits are neither
mandated nor guaranteed. The actuarial costs of these plans
are determined and funded by GRU. The City recognizes the
cost of these benefits on a monthly basis by contributing a
percentage of active payroll costs. The cost of providing
these benefits for the GRU retirees for the fiscal years
ended September 30, 2003 and 2002 was $1,192,000
and $1,167,000, respectively.

10. Disaggregation of Receivables and Payables

Receivables

For the years ended September 30, 2003 and 2002
respectively, net accounts receivable represent 91.1% and
83.4% from customers for billed and unbilled utility services,
and 8.9% and 16.6% from other receivables. There are no
receivables expected to take longer than one year to collect.

Payables

As of September 30, 2003 and 2002 respectively, payable
balances represent 29.4% and 41.6% related to fuels payable,
8.1% and 7.8% to standard vendor payables, 22.6% and 11.0%
to accrued vacation payable, 31.3% and 20.6% to intergovern-
mental payables and 8.6% and 19.0% to other payables.

11. Transfers to General Fund

GRU makes transfers to the City's general government
based on a formula that ties the transfer directly to the financial
performance of the system. The transfer to the general fund may
be made only to the extent such moneys are not necessary to
pay operating and maintenance expenses and to pay debt serv-
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ice on the outstanding bonds and subordinated debt or to
make other necessary transfers under the Bond Resolution.
The formula-based fund transfer to the general fund for the
years ended September 30, 2003 and 2002 was $25,915,260
and $25,694,788, respectively.

12. Deferred Charges

Deterred charges are presented on the balance sheets
under current assets and as other noncurrent assets.

The largest deferred charge is for estimated environmental
costs of $13,458,000 and $10,100,000 at September 30, 2003
and 2002 respectively. See Note 13 for details on the manufac-
tured gas plant remediation portion of this item.

Also included in deferred charges is unamortized bond
issuance costs of approximately $6,600,000 and $3,310,000,
respectively, at September 30, 2003 and 2002. These costs
are being amortized straight-line over the life of the bonds,
which approximates the effective interest method.

Other significant deferred charges include acquisition costs
of $2,765,000 and $2,705,000 for September 30, 2003 and
2002, respectively, and fuel adjustment true-up of $1,716,000
in 2002. In 2003, the fuel adjustment was $(1,851,000), thus
was reported as a deferred credit.

Remaining smaller items make up the balance of the
deferred charges of $1,859,000 and $3,247,000, for 2003
and 2002, respectively.

13. Environmental Liabilities

GRU is subject to numerous federal, state and local envi-
ronmental regulations. Under the Comprehensive Environmental
Response Compensation and Liability Act, commonly known
as “Superfund,” GRU has been named as a potentially respon-
sible party at one hazardous waste site. In addition, in January
1990, GRU purchased the natural gas distribution assets of
a company and pursuant to the related purchase agreement,
assumed responsibility for the investigation and remediation
of environmental impacts related to the operation of the former
manufactured gas plant. Based upon GRU’s analysis of the
cost to clean up these sites, GRU has accrued a liability to
reflect the costs associated with the cleanup effort. Fiscal year
2003 and 2002 expenditures which reduce the liability balance
were $1,804,000 and $-0- respectively leaving the balance of
$9,896,000 and $7,850,000 as of September 30, 2003 and
2002, respectively. GRU is recovering the costs of this clean-up
through customer charges. A regulatory asset was established
as a deferred charge in the accompanying balance sheet to
represent the balance of customer charges. Fiscal 2003
and 2002 billings were $492,000 and $-0- respectively
which reduced the deferred asset leaving the asset balance
$11,200,000 and $7,850,000 as of September 30, 2003 and
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2002, respectively. Although some uncertainties associated
with environmental assessment and remediation activities
remain, GRU believes that the current provision for such
costs is adequate and additional costs, if any, will not have
a material adverse effect on GRU's financial position, results
of operations or liquidity.

14. Lease/Leaseback

On December 10, 1998, GRU entered into a lease/lease-
back transaction for all of the Deerhaven Unit 1 and a substantial
portion of the Deerhaven Unit 2 generating facilities. Under the
terms of the transaction, GRU entered into a 38-year lease and
simultaneously a 20-year leaseback. At the end of the lease-
back period term, GRU has an option to buy out the remainder
of the lease for a fixed purchase option amount.

Under the terms of the transaction, GRU continues to own,
operate, maintain and staff the facilities.

The proceeds received by GRU from this transaction were
approximately $249 million. From these proceeds, GRU
deposited $142 million as a payment undertaking agreement
and a second deposit of $72 million in the form of a collateral-
ized Guaranteed Investment Contract (GIC), both with an AAA
rated insurance company. The deposit instruments will mature
in amounts sufficient to meet the annual payment obligations
under the leaseback including the end of term fixed purchase
option if elected by GRU.

The net benefit of this transaction, after payment of trans-
action expenses, was approximately $35 million and resulted
in a deferred gain, which is being amortized as income on
a straight-line basis over the leaseback period of 20 years.

Amortization of the net benefit was $1,775,000 in both
2003 and 2002, respectively, and was reported as a component
of other operating revenue.

15. Investment in the Energy Authority

In May 2000, GRU became an equity member of The
Energy Authority (TEA), a power marketing joint venture. In May
2002, TEA began trading natural gas on behalf of GRU. As of
September 30, 2002, this joint venture was comprised of six
municipal utilities across the nation, all of which are participating
in the electric marketing and five of which participate in the gas
program. GRU's ownership interest was 7.1% in the electric
venture and 7.7% in the gas venture, and it accounted for this
investment using equity accounting. To become a member,
GRU paid an initial capital contribution of $1,000,000 and a
membership fee of $867,360. The membership fee was
amortized over 24 months and, consequently, eliminated at
September 30, 2002. GRU has reflected the capital contribution
as an investment in TEA. The investment balance has been
adjusted for GRU's subsequent share of TEA's net income or

Notes to Financia!l Statements
SEPTEMBER 30, 2003 AND 2002

loss. In calculating GRU’s share of net income or loss, profit on
transactions between GRU and TEA have been eliminated. Such
transactions primarily relate to purchases and sales of electricity
between GRU and TEA. GRU had electric purchase transactions
with TEA of $6,569,705 and $6,710,926 and sales transactions
of $3,588,441 and $2,945,944 in fiscal years 2003 and 2002,
respectively. TEA's profit on these transactions has been
reflected as a reduction to GRU's reported revenue or expense.
As of September 30, 2003, GRU's investment in TEA was
$1,853,506.00. Additionally, in accordance with the member-
ship agreement between GRU and its joint venture members,
GRU has provided TEA with guarantees of $9,600,000 to secure
power marketing transactions. Of this amount, $8,600,000 is
represented by a trade guarantee with the balance through a
TEA letter-of-credit supported by a cash deposit of $428,571.
GRU has also provided guarantees of $13,800,000 to secure
natural gas purchases. Of this amount, $11,000,000 is
represented by a trade guarantee with the balance through a
TEA letter-of-credit supported by a cash deposit of $899,000.

The following is a summary of the unaudited financial
information of TEA for the twelve month periods ended
September 30, 2003 and 2002:

2003 2002
Condensed statement
of operations:
Total revenue $636,993,000 $419,159,000
Total cost of sales
and expenses 522,615,000 358,160,000
Operating income $114,378,000 $ 60,999,000
Net revenue $114,729,000 $ 61,460,000
Condensed balance sheet:
Current assets $ 97,209,000 $ 98,918,000
Noncurrent assets 12,779,000 12,343,000
Total assets $109,988,000 $111,261,000
Current liabilities:
Current liabilities $ 76,578,000 $ 76,786,000
Noncurrent liabilities 10,163,000 10,704,000
Members’ capital 23,247,000 23,771,000
Total equity and liabilities $109,988,000 $111,261,000

TEA issues separate audited financial statements on a

calendar-year basis.

GRU 2002-03 ANNUAL REPORT 53



Notes to Financial Statements
SEPTEMBER 30, 2003 AND 2002

16. Risk Management

GRU is exposed to various risks of loss related to theft of,
damage to, and destruction of assets, errors and omissions,
injuries to employees, and natural disasters and insures against
these losses. GRU purchases plant and machinery insurance
from a commercial carrier. The City is self-insured for workers’
compensation, auto liability, and general liability but carries
excess workers’ compensation coverage. These risks are
accounted for under the City of Gainesville’s General Insurance

Beginning
Fiscal Year Balance
2001-2002 $3,152,000
2002-2003 $3,152,000
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Fund. GRU reimburses the City for premiums and claims paid
on its behalf, recording the appropriate expense. However,
GRU does maintain its own insurance reserve, for the self-
insured portion, in the amount of $3,152,000, based on an
actuarially computed liability. This reserve is recorded as a fully
amortized deferred credit. GRU used $730,000 of its reserve
to meet fiscal 2003 claims, leaving $422,000 to be paid from
current year revenues. Changes in the claims liability for the
last two years are as follows:

Ending

Claims Payments Balance

$ 970,000 $970,000 $3,152,000
$1,152,000 $422,000 $2,422,000



i
ey

AP

i

pane
R
N

3% i,
e

£

5%

i

L4570

=

s

AR, o
SR Dty
ek

WA

7 25
e
e

5
R

i
i e

Bt

e et
R
e

i




Schedules of Combined Net Revenues in Accordance with Bond Resoclution
YEARS ENDED SEPTEMBER 30, 2003, 2002, 2001, 2000 AND 1999

2003 2002 2001 2000 1999
Revenue
Electric fund:
Sales of electricity $154,865,704 $147,794,301 $159,398,907 $142,078,330 $ 135,625,527
Lease/leaseback revenue - - - - 249,220,553
Other electric revenue 2,273,293 2,313,536 2,731,147 2,433,111 2,419,798
Transfers to rate stabilization (401,377) (267,583) (6,311,744) (6,790,929) {12,199,403)
Interest income 4,197,325 4,873,647 5,712,572 5,106,585 6,405,429
Total electric fund revenue 160,934,945 154,713,901 161,530,882 142,827,097 381,471,904
Gas fund:
Gas sales 22,926,678 15,913,737 21,638,160 15,275,788 12,309,930
Other gas revenue {expenses) (29,329) 29,208 {11,333) (95,558) {5,839)
Transfers (to) from rate stabilization (1,122,811} (683,493) (953,843) {180,744) 306,100
Interest income 408,040 313,548 462,527 483,108 456,378
Total gas fund revenue 22,182,578 15,573,000 21,135,511 15,482,594 13,066,569
Water fund:
Sales of water 12,533,489 13,350,022 12,879,286 12,356,275 12,183,647
Other water revenue 1,451,087 785,894 1,763,409 2,084,675 1,775,024
Transfers from (to) rate stabilization 2,620,711 3,400,560 1,083,493 43,359 (435,500)
Interest income 569,102 696,999 1,265,816 1,280,250 1,264,766
Total water fund revenue 17,174,389 18,233,475 16,992,004 15,764,559 14,787,937
Wastewater fund:
Wastewater billing 15,957,966 16,038,915 15,696,526 15,363,519 15,115,652
Other wastewater revenue 2,055,284 1,218,747 2,413,499 1,967,796 2,370,807
Transfers from rate stabilization 3,252,677 5,089,796 1,893,022 1,672,756 468,024
Interest income 824,618 1,019,672 1,732,733 1,915,226 1,854,421
Total wastewater fund revenue 22,090,545 23,367,130 21,735,780 20,919,297 19,808,904
GRUCom fund:
Sales to customers 5,367,509 5,833,892 4,167,542 2,001,610 1,226,409
Other GRUCom revenue 2,641,948 1,109,383 983,291 1,303,706 1,058,495
Transfers (to) from rate stabilization (543,194) {435,905} (138,900) - -
Interest income 31,100 21,187 183,160 27,341 8,410
Total GRUCom fund revenue 7,497,363 6,528,557 5,195,093 3,332,657 2,293,314
Total revenug2 $229,879,820 $218,416,063 $226,589.270 $193,326,204 $431,428,628
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Schedules of Combined Net Revenues in Accordance with Bond Resolution, continued
YEARS ENDED SEPTEMBER 30, 2003, 2002, 2001, 2000 AND 1999

Operation, maintenance and administrative

Electric fund:
Fuel expense
Operation and maintenance
Administrative and general

Total electric fund expense

Gas fund:
Fuel expense
Operation and maintenance
Administrative and general

Total gas fund expense

Water fund:
Operation and maintenance
Administrative and general

Total water fund expense

Wastewater fund:
Operation and maintenance
Administrative and general

Total wastewater fund expense

GRUCom fund:
Operation and maintenance
Administrative and general

Total GRUCom fund expense

Total operation, maintenance
and administrative

Net revenue in accordance with
bond resolution

Electric

Gas

Water

Wastewater

GRUCom

Total net revenue in accordance
with bond resolution

Aggregate bond debt service
Aggregate debt service coverage ratio

Total debt service
Total debt service coverage ratio

2003 2002 2001 2000 1999
$69,667,757 $ 60,010,484 $ 67,450,729 §$ 53,477,676 $ 44,564,775
25,258,909 23,739,551 23,256,589 22,541,187 19,121,149
11,476,076 12,305,262 10,480,361 9,437,967 11,476,499
106,402,742 96,055,297 101,187,679 85,456,830 75,162,423
12,950,876 7,926,883 13,658,209 7,723,731 5,800,620
924,197 572,690 483,139 729,547 542,303
3,035,751 2,871,282 2,829,406 3,176,704 2,935,549
16,910,824 11,370,855 16,970,754 11,629,982 9,278,472
4,784,731 4,361,166 4,693,510 4,142,401 3,630,657
3,248,742 3,447,597 2,407,524 2,491,069 2,733,859
8,033,473 7,808,763 7,101,034 6,633,470 6,364,516
5,778,075 5,167,674 5,441,505 5,239,109 4,628,489
3,658,970 3,933,172 2,827,428 3,028,587 3,533,424
9,437,045 9,100,846 8,268,933 8,267,696 8,161,913
2,618,525 2,377,170 2,033,441 1,419,468 655,707
1,286,735 1,240,869 742,638 453,264 650,379
3,905,260 3,618,039 2,776,079 1,872,732 1,306,086
$144,689,344 $127,953,800 $136,304,479 $113,860,710 $100,273,410
54,532,203 58,658,604 60,343,203 57,370,267 306,309,481
5,271,754 4,202,145 4,164,757 3,852,612 3,788,097
9,140,916 10,424,712 9,890,970 9,131,089 8,423,421
12,653,500 14,266,284 13,466,847 12,651,601 11,646,991
3,592,103 2,910,518 2,419,014 1,459,925 987,228

$ 85,190,476 $ 90,462,263 $ 90,284,791  $ 84,465,494 $331,155,218
$ 25,502,972 §$ 29,312,587 $ 29,765,188 §$ 29,458,515 $ 20,899,917
3.34 3.09 3.03 2.87 11.08

$ 33,704,853 $34,097,931 $ 37,677,047 $34,904,989 $ 33,891,908
253 2,65 2.40 242 9.77
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Schedules of Combined Net Revenues in Accordance with Bond Resolution - Electric Utility Fund

YEARS ENDED SEPTEMBER 30, 2003 AND 2002

Revenue
Sales of electricity:
Residential sales
General service and large power
Fue! adjustment
Street and traffic lighting
Utility surcharge
Sales for resale
Interchange sales

Total sales of electricity

Other electric revenue:
Lease/leaseback revenue
Service charges
Pole rentals
Miscellaneous

Total other electric revenue

Transfers (to)/from rate stabilization
Interest income

Total revenue

Operation, maintenance and administrative expense
Operation and maintenance:
Fuel expense:
Retail and purchased power
Interchange

Total fuel expense

Power production
Transmission
Distribution

Total operation and maintenance

Administrative and general:
Customer accounts
Administrative and general

Total administrative and general
Total operation, maintenance and administrative expense

Net revenue in accordance with bond resolution
Retail

Interchange

Total net revanue in accordance with bond resolution
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2003

$ 47,080,019
36,122,193
52,577,362

3,286,574
2,709,806
6,860,577
6,229,173
154,865,704

1,069,464
557,072
646,757

2,273,293

{401,377)
4,197,325
160,934,945

65,477,800
4,189,957
69,667,757

17,204,532
801,727
7,252,650
94,926,666

3,504,718
7,971,358
11,476,076
106,402,742

52,492,987
2,039,216
$ 54,532,203

2002

$ 45,762,959
38,066,683
38,816,221

3,225,361
3,208,492
6,488,731
12,135,854
147,794,301

1,852,642
233,512
227,382

2,313,536

(267,583)
4,873,647
154,713,901

53,150,252
6,860,232
60,010,484

16,255,106
679,283
6,805,162
83,750,035

3,223,206
9,082,056
12,305,262
96,055,297

53,382,982
5,275,622
$ 58,658,604
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Schedules of Combined Net Revenues in Accordance with Bond Resolution - Gas Utility Fund
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

Revenue

Sales of gas:
Residential
Interruptible/commercial
Other sales

Total sales of gas

Other gas revenue (expense)
Transfers to rate stabilization
Interest income

Total revenue

Operation, maintenance and administrative expense
Operation and maintenance:

Fuel expense

Operation and maintenance

Total operation and maintenance

Administrative and general:
Customer accounts
Administrative and general

Total administrative and general
Total operation, maintenance and administrative expense
Total net revenue in accordance with bond resolution

2003

$12,118,337
10,594,100
214,241
22,926,678

(29,329)
(1,122,811)
408,040
22,182,578

12,950,876
924,197
13,875,073

1,885,194
1,150,557
3,035,751

16,910,824

$ 5,271,754

2002

$ 8,429,717
6,818,280
665,740
15,913,737

29,208
(683,493)
313,648
15,673,000

7,926,883
572,680
8,499,573

1,695,536
1,175,746
2,871,282
11,370,855
$ 4202,145
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Schedules of Net Revenues in Accordance with Bond Resolution — Water Utility Fund
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003

Revenue
Sales of water:

General customers $ 9,722,777

University of Florida 652,307

Fire protection 1,039,769

Generating stations 39,940

Utility surcharge 1,078,696
Total sales of water 12,533,489
Other water revenue:

Connection charges 1,451,030

Miscellaneous 57
Total other water revenue 1,451,087
Transfers from rate stabilization 2,620,711
Interest income 569,102
Total revenue 17,174,389
Operation, maintenance and administrative expense
Operation and maintenance:

Source of supply 8,612

Pumping 1,100,056

Water treatment 2,139,972

Transmission and distribution 1,536,091
Total operation and maintenance 4,784,731
Administrative and general:

Customer accounts 1,090,215

Administrative and general 2,158,527
Total administrative and general 3,248,742
Total operation, maintenance and administrative expense 8,033,473
Total net revenue in accordance with bond resolution $ 9,140,916
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2002

$10,408,448
616,061
1,060,038
34,669
1,230,766
13,349,982

785,894
40

785,934

3,400,560
696,999
18,233,475

9,745
951,658
2,063,739
1,336,024
4,361,166

1,020,930
2,426,667
3,447,597
7,808,763
$10,424,712



Schedules of Net Revenues in Accordance with Bond Resolution — Wastewater Utility Fund
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

Revenue
Wastewater billings:
Billings
Utility surcharge
Total wastewater billings

Other wastewater revenue:
Connection charges
Miscellaneous

Total other wastewater revenue

Transfers from rate stabilization
Interest income

Total revenue

Operation, maintenance and administrative expense
Operation and maintenance:

Collection

Treatment and pumping

Total operation and maintenance

Administrative and general:
Customer accounts
Administrative and general

Total administrative and general
Total operation, maintenance and administrative expense
Total net revenue in accordance with bond resolution

2003

$14,622,531
1,335,435
15,957,966

1,860,419
194,865
2,055,284

3,252,677
824,618

22,090,545

1,416,924
4,361,151
5,778,075

894,576
2,764,394
3,658,970
9,437,045

$12,653,500

2002

$14,576,585
1,462,330
16,038,915

1,003,489
215,258
1,218,747

5,089,796
1,019,672
23,367,130

1,357,624
3,810,050
5,167,674

823,015
3,110,157
3,933,172
9,100,846

$14,266,284
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Schedules of Net Revenues in Accordance with Bond Resolution — GRUCom Utility Fund
YEARS ENDED SEPTEMBER 30, 2003 AND 2002

2003 2002

Revenue

Sales to customers $5,367,509 $5,833,892

Other GRUCom revenue 2,641,948 1,109,383

Transfers to Rate Stabilization (543,194) (435,905}

Interest income 31,100 21,187
Total revenue 7,497,363 6,528,557
Operation, maintenance and administrative expense

Operation and maintenance 2,618,525 2,377,170
Total operation and maintenance 2,618,525 2,377,170
Administrative and general:

Customer accounts 142,826 131,124

Administrative and general 1,143,909 1,109,745
Total administrative and general 1,286,735 1,240,869
Total operation, maintenance and administrative expense 3,905,260 3,618,039
Total net revenue in accordance with bond resolution $3,592,103 $2,910,518
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Notes to Schedules of Net Revenues in Accordance with Bond Resolution

Notes to Schedules of Net Revenues in Accordance
with Bond Resolution

“Net revenue in accordance with bond resolution” differs
from “Net income,” which is determined in accordance with
generally accepted accounting principles. Following are the
more significant differences:
= [nterest income does not include interest earned on
construction funds.

= Operation and maintenance expense do not include
depreciation, amortization or interest expense.

= Other water and wastewater revenue include fees for
connection, installation, and backflow prevention.

= Transfers to the general fund are excluded.

= Revenue from lease/leaseback transaction (see Note 14).

YEARS ENDED SEPTEMBER 30, 2003 AND 2002
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Combining Balance Sheet
SEPTEMBER 30, 2003

Electric Gas Water  Wastewater GRUCom Combined
Assets
Current assets:
Cash and cash equivalents $ 594,465 $ 12,694 $ 71,327 $ 1,074472 $ 107,730 $ 1,860,688
Investments 392,886 - - - - 392,886
Accounts receivable, net 21,110,005 1,821,296 1,432,611 1,855,423 698,186 26,917,521
Prepaid rent — LILO 10,686,909 - - - - 10,686,909
Fuels contracts 138,892 230,318 - - - 369,210
Deferred charges 1,884,866 674,219 73,775 100,521 6,825 2,740,206
Inventories:
Fuel 6,987,400 - - - - 6,987,400
Materials and inventories 5,057,969 370,652 706,890 (253) 811,750 6,947,008
Total current assets 46,853,392 3,109,179 2,284,603 3,030,163 1,624,491 56,901,828
Restricted assets:
Utility deposits —
cash and investments 3,761,742 - - - - 3,761,742
Debt service fund —
cash and investments 41,139,873 3,741,084 6,111,768 8,210,692 801,381 60,004,798
Rate stabilization —
cash and investment 51,584,768 4,204,685 5,086,183 6,772,005 580,969 68,228,610
Construction Fund —
cash and investment 9,403,614 6,936,487 2,923) (104,660) 5,889,131 22,121,649
Utility plant improvement fund —
cash and investments 18,211,517 3,934,220 62,672 4,695,227 843,776 27,747,412
Investment in The Energy
Authority 2,301,175 913,827 - - - 3,215,002
Decommission reserve —
cash and investments 5,113,431 - - - - 5,113,431
Total restricted assets 131,516,120 19,730,303 11,257,700 19,573,264 8,115,257 190,192,644
Prepaid rent — LILO 151,397,877 - - - - 151,397,877
Other noncurrent assets 8,853,412 11,428,659 640,598 925,620 93,875 21,942,164
Capital assets:
Utility plant in service 600,132,572 39,254,209 132,444,131 163,950,441 23,592,732 959,374,085
Plant unclassified 12,278,395 844,214 3,098,691 7,870,847 1,645,317 25,737,464
Less: accumulated depreciation
and amortization 244,070,356 19,442,527 46,334,341 62,216,108 7,820,760 379,884,092
368,340,611 20,655,896 89,208,481 109,605,180 17,417,289 605,227,457
Plant held of future use 6,053,926 - - - - 6,053,926
Construction in progress 33,354,721 2,429,993 9,247,053 19,104,032 7,322,662 71,458,461
Net capital assets 407,749,258 23,085,889 08,455,534 128,709,212 24,739,951 682,739,844
Total assets $746,370,059 $57,354,030 $112,638,435 $152,238.259 $34,573,574 $1,103,174,357
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Liabilities and net assets
Current liabilities:
Fuels payable
Accounts payable and
accrued liabilities
Operating lease — LILO
Deferred charges
Due (from) to other funds

Total current liabilities

Payable from restricted assets:

Utility deposits

Rate stabilization deferred credit

Construction fund:
accounts payable and
accrued liabilities

Revenue bonds payable —

principal
Accrued interest payable

Total payable from restricted assets

Long-term debt:

Utilities system revenue bonds
Subordinated utilities system

revenue bonds
Commercial paper notes

Unamortized loss on refunding
Unamortized bond prem\disct

Total long-term debt

Operating lease — LILO

Other noncurrent liabilities
Total liabilities

Net assets:
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total net assets

Total liabilities and net assets

Combining Balance Sheet
SEPTEMBER 30, 2003

Electric Gas Water  Wastewater GRUCom Combined

$ 2905668 $ 64420 $ - 3 - 8 - $ 2970,088
730,944 235,536 403,505 432,963 51,414 1,854,362
12,461,916 - - - - 12,461,916
2,757,511 1,112,610 4,036 4,250 - 3,878,407
{6,609,061) 1,840,205 6,222,089 1,712,052 4,674) 3,160,611
12,246,978 3,252,771 6,629,630 2,149,265 46,740 24,325,384
3,728,795 - - - - 3,728,795
54,128,258 5,781,840 4,641,559 5,956,509 1,120,647 71,628,813
736,701 116,020 857,277 237,683 169,197 2,116,878
7,584,530 941,295 1,443,511 2,415,664 - 12,385,000
3,785,434 808,488 940,152 1,286,873 268,074 7,089,021
69,963,718 7,647,643 7,882,499 9,896,729 1,557,918 96,948,507
189,145,648 21,961,935 40,619,722 47,682,835 9,624,800 309,035,000
36,270,150 13,680,480 7,226,750 17,322,620 - 74,500,000
26,079,451 2,863,712 6,972,526 12,229,973 23,369,338 71,515,000
(21,576,716) (1,188,902) (3,753,777) (3,852,685) - (30,372,080)
7,917,554 223,290 1,287,498 1,409,948 50,270 10,888,560
237,836,087 37,540,515 52,352,719 74,792,751 33,044,408 435,566,480
176,530,733 - - - - 176,530,733
13,987,657 8,977,478 646,216 972,783 10,189 24,594,323
510,565,173 57,418,407 67,511,064 87,811,528 34,659,255 757,965,427
175,838,863 (7,903,648) 45,362,549 52,405,868 (2,496,831} 263,206,801
59,858,195 6,087,468 4,821,635 12,196,859 850,524 83,814,681
107,828 1,751,803 (5,056,813) (175,996) 1,560,626 (1,812,552)
235,804,886 (64,377) 45,127,371 64,426,731 (85,681) 345,208,930
$746,370,059  $57,354,030 $112,638,435 $152,238,259 $34,573,574 $1,103,174,357
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Combining Statement of Revenue, Expenses and Changes in Net Assets

YEAR ENDED SEPTEMBER 30, 2003

Electric Gas Water  Wastewater GRUCom Combined
Operating revenue:
Sales and service charges $154,865,704  $22,926,677  $12,533,489  $15,957,966 $5,367,509 $211,651,345
Other operating revenue 3,646,120 {1,152,140) 4,071,798 5,307,961 2,098,754 13,972,493
Total operating revenue 158,511,824 21,774,537 16,605,287 21,265,927 7,466,263 225,623,838
Operating expenses:
Operation and maintenance 94,926,665 13,875,072 4,784,733 5,778,076 2,618,525 121,983,071
Administrative and general 11,476,076 3,039,498 3,254,757 3,649,208 1,286,735 22,706,274
Depreciation and amortization 23,733,884 2,137,660 3,717,957 4,919,763 1,773,973 36,283,237
Total operating expenses 130,136,625 19,052,230 11,757,447 14,347,047 5,679,233 180,972,582
Operating income 28,375,199 2,722,307 4,847,840 6,918,880 1,787,030 44,651,256
Non-operating income (expense):
Interest income 4,270,719 515,735 578,364 852,648 80,499 6,297,965
Interest expense {11,535,558) (1,847,702) (2,752,367) (3,565,124) (660,818) (20,361,569)
Loss on sale of investments - - - - - —
Total non-operating income
{expense) (7,264,839) {1,331,967) (2,174,003) (2,712,476) (580,319) {14,063,604)
Income before contributions
and transfers 21,110,360 1,390,340 2,673,837 4,206,404 1,206,711 30,587,652
Capital contributions:
Contributions from developers 236,145 - 1,602,261 2,055,216 - 3,893,622
Reduction of plant cost recovered
from contributions (236,145) - - - - {236,145)
Net capital contributions - - 1,602,261 2,055,216 - 3,657,477
Operating transfer to
City of Gainesville general fund 16,901,442 1,095,527 3,310,901 4,318,825 288,565 25,915,260
Change in net assets 4,208,918 294,813 965,197 1,942,795 918,146 8,329,869
Net assets — beginning of year,
as originally reported 285,322,850 4,299,839 51,424,444 71,693,122 (426,374) 412,313,881
Prior Period Adjustment
(See note #1) (53,726,882) (4,659,029) {7.262,270) (9,209,186) (577,453)  (75,434,820)
Net assets — beginning of year,
as restated 231,595,968 {359,190) 44,162,174 62,483,936 {(1,003,827) 336,879,061
Net assets — end of year $235,804,886 ($64.377)  $45,127,371 $64,426,731 ($85,681) $345,208,930
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Plant in service
Electric utility fund:
Production plant
Nuclear fuel
Transmission and distribution plant
General and common plant
Plant unclassified

Total electric utility fund

Gas utility fund:
Distribution plant
General plant
Plant acquisition adjustment
Plant unclassified

Total gas utility fund

Water utility fund:
Supply, pumping and treatment plant
Transmission and distribution plant
General plant
Plant unclassified

Total water utility fund

Wastewater utility fund:
Pumping and treatment plant
Collection plant
Reclaimed water plant
General plant
Plant unclassified

Total wastewater utility fund

GRUCom utility fund:
Distribution plant
General plant
Plant unclassified

Total GRUCom utility fund

Total plant in service

Plant held for future use—electric

Construction in progress
Electric utility fund

Gas utility fund

Water utility fund
Wastewater utility fund
GRUCom utility fund

Total construction in progress

Schedule of Utility Plant Properties — Combined Utility Fund
SEPTEMBER 30, 2003

Balance Sales, Balance
September 30, Retirements September 30,
2002 Additions & Transfers 2003
$325,686,883  $ 3,462,947 $ 110,843 $329,038,987
7,324,809 - - 7,324,809
213,962,366 4,301,500 966,140 217,297,726
45,853,601 4,710,186 4,092,737 46,471,050
3,717,527 21,035,501 12,474,633 12,278,395
596,545,186 33,510,134 17,644,353 612,410,967
32,033,049 1,098,170 73,169 33,058,050
1,654,936 76,353 185,765 1,545,524
4,650,635 - - 4,650,635
596,744 1,421,993 1,174,523 844,214
38,935,364 2,596,516 1,433,457 40,098,423
21,133,794 1,089,017 40,111 22,182,700
97,826,798 8,251,010 23,824 106,053,984
4,342,711 171,568 306,832 4,207,447
1,248,121 11,362,165 9,511,505 3,098,691
124,551,424 20,873,760 9,882,362 135,542,822
62,191,529 998,303 - 63,189,832
90,208,665 2,060,694 29,225 92,240,134
2,419,961 495,026 - 2,914,987
5,836,829 441,177 672,518 5,605,488
577,301 11,288,746 3,995,200 7,870,847
161,234,285 15,283,946 4,696,943 171,821,288
21,184,743 1,814,604 - 22,999,347
636,712 46,909 90,236 593,385
14,119 3,492,711 1,861,513 1,645,317
21,835,574 5,354,224 1,951,749 25,238,049
$943,101,833  $77,618,580  $35,608,864 $985,111,549
$ 6053926 $ - % - $ 6,053,926
27,151,955  $27,781,087  $21,578,321 $ 33,354,721
789,559 3,072,052 1,431,618 2,429,993
10,982,610 9,631,923 11,367,480 9,247,053
16,934,647 13,458,132 11,288,747 19,104,032
6,199,636 4,615,745 3,492,719 7,322,662

$ 62,058,407  $58,558,939  $49,158,885 $ 71,458,461
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Schedule of Accumulated Depreciation and Amortization — Combined Utility Fund

SEPTEMBER 30, 2003

Electric utility fund:
Production plant
Nuclear fuel
Transmission and distribution plant
General and common plant

Total electric utility fund

Gas utility fund:

Distribution plant

General plant

Plant acquisition adjustment
Total gas utility fund

Water utility fund:
Supply, pumping and treatment plant
Transmission and distribution plant
General plant

Total water utility fund

Wastewater utility fund:
Pumping and treatment plant
Collection plant
Reclaimed water plant
General plant

Total wastewater utility fund

GRUCom utility fund:
Distribution plant
General plant

Total GRUCom utility fund

Total
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Balance Sales, Balance
September 30, Retirements September 30,
2002 Additions & Transfers 2003
$151,500,058  $ 9,780,026 $ 110,844 $161,169,240
6,489,580 339,450 - 6,829,030
52,405,331 5,827,731 872,862 57,360,200
18,276,484 4,528,139 4,092,737 18,711,886
228,671,453 20,475,346 5,076,443 244,070,356
13,503,001 961,121 73,167 14,390,955
879,284 168,943 185,766 862,461
3,842,971 346,140 - 4,189,111
18,225,256 1,476,204 258,933 19,442,527
8,947,345 673,323 40,111 9,580,557
31,519,308 2,214,876 23,821 33,710,363
2,897,116 453,137 306,832 3,043,421
43,363,769 3,341,336 370,764 46,334,341
25,251,251 2,013,107 - 27,264,358
28,361,274 1,808,473 29,223 30,140,524
303,793 54,701 - 358,494
4,515,718 609,533 672,519 4,452,732
58,432,036 4,485,814 701,742 62,216,108
6,255,315 1,365,052 - 7,620,367
208,070 82,560 90,237 200,393
6,463,385 1,447,612 90,237 7,820,760
$355,155,899  $31,226,312 $6,498,119 $ 379,884,092
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CERTIFICATE OF ACHIEVEMENT

JFOR THE YEAR ENDED SEPTEMBER 30, 2002

THE GOVERNMENT FINANCE OFFICERS ASSOCIATION OF THE UNITED
STATES AND CANADA (GFOA) AWARDED A CERTIFICATE OF
ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING TO THE
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA, FOR ITS
COMPONENT UNIT FINANCIAL REPORT FOR THE FISCAL YEAR ENDED
SEPTEMBER 30, 2002.

IN ORDER TO BE AWARDED A CERTIFICATE OF ACHIEVEMENT, A
GOVERNMENTAL UNIT MUST PUBLISH AN EASILY READABLE AND
EFFICIENTLY ORGANIZED COMPREHENSIVE ANNUAL FINANCIAL REPORT,
WHOSE CONTENTS CONFORM TO PROGRAM STANDARDS. SUCH REPORTS
MUST SATISFY BOTH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES AND
APPLICABLE LEGAL REQUIREMENTS.

A CERTIFICATE OF ACHIEVEMENT IS VALID FOR A PERIOD OF ONE YEAR
ONLY. MANAGEMENT BELIEVES THAT THIS REPORT CONTINUES TO
CONFORM TO CERTIFICATE OF ACHIEVEMENT PROGRAM STANDARDS.
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CERTIFICATE OF ACHIEVEMENT

FOR THE YEAR ENDED SEPTEMBER 30, 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA |,

Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Utilities Commission,
City of New Smyrna Beach,
Florida

For its Comprehensive Annual
Financial'Report
for the Fiscal Year Ended
September 30, 2002

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employec retirement |

systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

G
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November 10, 2003

To the Chairman and Members
of the Utilities Commission
City of New Smyma Beach, Florida

The Comprehensive Annual Financial Report of the Utllmes Commission, City of New Smyrna Beach,
Florida, (the “Utilities Commission™) for the fiscal years ended Scptember 30, 2003 and 2002, is hereby
submitted. Responsibility for both the accuracy of the presented data and the completeness and fairness of
the presentation, including all disclosures, rests with the Utilities Commission. To the best of our knowledge
and belief, the enclosed data are accurate in all material aspects and are reported in a manner designed to
present fairly the financial position and results of operations of the Utilities Commission. All disclosures
necessary to enable the reader to gain the maximum understanding of the Utilities Commission's financial
affairs have been included.

This financial report is presented in four sections: introductory, financial, statistical, and compliance (Auditor
General of the State of Florida). The introductory section. includes this transmittal letter, the Utilities
Commission's organization chart, a list of principal officials, the table of contents and a reproduction of the
Certificate of Achievement for Excellence in Financial Reporting for 2002. The financial section includes
the independent auditors’ report on the financial statements, management’s discussion and analysis, the basic
financial statements, including notes to the financial statements, and the supplemental financial section. The
statistical section includes selected financial and demographic information, generally presented on a multi-
year basis, and selected ten-year historical financial information.

The financial statements of the Ultilities Commission are audited in accordance with Chapter 10.500, Rules of
the Auditor General of the State of Florida. Information related to this audit, findings and recommendations,
and auditors' reports on the internal control structure and compliance with applicable laws and regulations,
are included in the compliance section of this report.

' REPORTING ENTITY AND SERVICES PROVIDED

The Utilities Commission provides a full range’ of electric, water, wastewater and telecommunications
services to its customers both inside and outside the city limits. These activities are fully accounted for in
this financial report. The funds and entities related to the operation of the Utilities Commission, which are
included in these financial statements, are a component unit of the City of New Smyrna Beach, Florida, and
an integral part of the City's reporting entity. The Comprehensive Annual Financial Report of the Utilities
Commission is issued separately to provide a comprehensive financial reporting summary and presentation to
the Utilities Commission and its revenue certificate holders. Audited financial statements of the primary
government (City of New Smyma Beach, Florida), are available upon request from the City of New Smyrna
Beach, 210 Sams Avenue, New Smyrna Beach, Florida, 32168.
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ECONONMIC CONDITION AND OUTLOOK

The economic condition and outlook of the Utilities Commission have continually improved during the past
several years due in large part to the controlled development of residential and commercial properties which
in turn has increased the Commission's quality customer base. In addition, substantial increases in the local
tourism, light manufacturing, and service related business industries have had a positive effect on the area's
employment statistics.

MAJOR INITIATIVES

The Utilities Commission has established a Capital Improvements Plan (Plan) through 2008. It is the
Commission’s desire to fund the capital expenditures under this Plan through a combination of service
capacity and connection fees, Renewal and Replacement Fund proceeds, and other funding. These proposed
capital improvement expenditures are in addition to the annual capital requirements for routine extensions of
existing utility facilities to serve new customers.

Significant system improvements contemplated in the Plan consist of the following:

e New power plant and substation modifications to accommodate a 500 MW power plant (scheduled
to be on-line by June 2006);

e New 115kV electric transmission line, double circuiting of approximately 13 miles of line;
e New 30 MVA distribution substation, including site acquisition;
* Replacing existing wastewater force main crossing under the Intra-coastal Indian River; and

¢ Planned expansion of the water reuse system’s wet weather storage and extension of the water
system to provide service to prospective customers.

Reliant Power Plant Project

On September 12, 2001, the Utilities Commission approved entering into a Participation Agreement with
Reliant New Smyma Beach, LLC for constructing a new 500 MW natural gas fired electric utility plant.
Under this agreement, the Commission will receive an entitlement to 30 MW of electric capacity at a
significant savings in cost to produce this power. The anticipated savings would be passed on to customers
by the Commission by lowering customer electric rates by up to 15%. Reliant has obtained the necessary
environmental permits for the plant. In order to proceed with the project, Reliant must secure capacity
contracts for approximately 50% of the plant’s output. With the recent downturn in the industry, the project
is currently on hold with the Florida Department of Environmental Protection granting a second extension of
time for the environmental permits. '

Undergrounding

The Utilities Commission has instituted a program in fiscal year 2002, by which existing subdivisions can
convert existing overhead electric facilities to underground. The Commission is also installing a conduit for
future fiber optics installation.

vil

-
| wea—




[

.

~—

To the Chairman and Members

of the Utilities Commission
November 10, 2003 T Tawk : I
Page 3 : B

Seventy percent of the cost ispaid by.the property owner who resides within the City limits and eighty-five
percent of the cost is paid by customers-in the unincorporated area; with the Commission offering financing.
There are currently two subdivisions that have been converted, Richmond Drive and Venezia (Quay Assisi).
There are also three additional areas planned for fiscal year 2004: North Atlantic Avenue,:South Riverside
Drive and portlons of the north beach

Broadband S RS “ i s
The Utilities Commxssmn is-in the process of dep]oymg Broadband service to the majority of the customer
base. The program uses'two technologies to solve the “Last:Mile.” . The first, FTTH.(fiber-to-the home), is
being installed in conjunction with the Venetian Bay Subdivision with a customer base of 2,000 and withthe
electric underground program. Conduit for fiber optics is run along with the electric conduit therefore
greatly reducing the cost of the program Second w1re1ess wrth Motorola is operational with 1initial customer
based on the beach51de ; SRS : :
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Telecommunications
The Utilities Commission, through a partnership (agent) with an ALEC, began offering local and long
distance telephone service to customers within Volusia County in fiscal year 2002. The program has been
very successful with over ten percent of the current electric customer base using the service and an equal
amount from outside the electric service-area. The Comimission has obtained ALEC status and 'has been
offering local and long distance service throughout Florida doing business under the name of “Sparks
Communications.”

Utilities Commission forecasts for the electric; water, wastewater;.and water reuse systems indicate that the
existing and planned major facilities wxll be adequate to’ accommodate the expected growth durmg the ﬁve
year penod ofthe Plan : SR O e i

FINANCIAL INFoRMATION

Management of the Utilities Commission is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the Commission are protected from loss; theft or misuse andto
ensure that adequate accounting data.is compiled to :allow ifor the -preparation ‘of financial statements in
conformity with generally. accepted accounting +principles.:The ‘internal control :structure “is* designed -to
provide reasonable, but not absolute,:assurance :that:these objectives are met. ‘The concept :of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derlved and (2)
the valuation of costs and benefits requires estimates and judgments by management. SRR i

‘fté*; R U B Y S

Budgeting Controls i; S
The Utilities Commlssron malntams an: mtegrated system of budgetary controls The objectrve of these
budgetary controls is to ensure comphance with legal provisions embodied in the! approved annual budget
The operating activities of'the electric; water; wastewater, water reuse, and telecommunications systems are
included in the annual budget The level of budgetary control (that is, the level at which expenditures cannot
legally exceed the appropriated amount) is established by function and activity within each individual
operating system. The Commission also maintains a separate encumbrance accounting system as one
technique of accomplishing budgetary control. This system is used exclusively to maintain budgetary control
and is not utilized for purposes of presenting financial statements prepared in accordance with generally

accepted accounting principles.
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As is demonstrated by the financial statements and schedules in the financial section of this report, the
Utilities Commission continues to meet its responsibility for sound financial management.

Utility Operations

In compliance with Resolution No. 16-75, the electric, water and wastewater systems are accounted for as a
single enterprise fund. As of September 30, 2003, the Utilities Commission served 22,126 electric
customers, 20,111 water customers, 16,485 wastewater customers, 417 reclaimed water customers, 4,068
Internet dial-up, DSL, and broadband customers, and 10,870 telephone customers. Service totals for the last
five years are summarized below:

Reclaimed Telecommunications

Fiscal Electric Water Wastewater Water Internet Telephone
Year Accounts Accounts Accounts Accounts Accounts Accounts
1999 20,920 17,516 14,600 286 0 0
2000...cciieeerrerrerrenns 21,134 17,937 14,940 306 0 0
2001..cciiirreeceerieeee 21,330 18,569 15,423 346 0 0
2002..cccirreeeeerieererrenees 21,734 19,507 16,066 385 3,215 4,555
2003...iieeerreenreeeens 22,126 20,111 16,485 417 4,068 10,870

The current year's operating revenue and expenses from the combined utilities systems is presented in
Management’s Discussion and Analysis under the headings Financial Highlights and Entity-Wide' Analysis
on pages 3 to 8. A condensed budgetary comparison to actual results of operations by utility system is also
presented in Management’s Discussion and Analysis under the heading Budgetary Highlights on pages 9
and10.

Cash management, capital assets, and debt administration are also presented in Management’s Discussion
and Analysis under headings relevant to these significant financial activities. In order to avoid duplication in
analyzing these activities, reporting on significant transactions, events and fiscal policies governing the
operations of the Commission here in the transmittal letter, please refer to Management’s Discussion and
Analysis on pages 10 and 11 of this report for more information regarding these financial matters.

Risk Management

The Utilities Commission is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters, all of which is
satisfactorily insured by general liability insurance. Commercial insurance policies are also obtained for all
other risks of loss, including workers’ compensation and employee health and accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in any of the past three
years.
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OTHER INFORMATION,_

Independent Audit

Resolution Number 28- 78 and other local and state statutes requlre an annual audit of- the b oks of accoun )
financial records and transactions of all administrative departments of the Utilities Commission’ by“an |
independent certified public - accountant - selected by ‘the ' Utilities Commission. The ' certified public
_accounting firm of Brent Millikan &' Company, P.A"was' selected :by the Commlssmn to satisfy this
requirement. Their independént auditors' report on the financial statements and schedules of the Commission
has been included in the financial section of this report.

Awards - Certificate of Achievement ‘ ‘ ~

The Government Finance Officers Association (GFOA) awarded a Certificate -of Achievement for
Excellence in Fmancxal Reportmg to’ the Utllmes Commxssnon C1ty of: New Smyrna Beach Florida, for-its™
ded ‘September 30, 2002.7"We are also quite proud of
~the fact that we have been awarded with this Certificate for the twenty-third consecutive year,

e o

efﬁcxently orgamzed component umt annua] ﬁnanc1a1 report whose contents conform to program standards.

Such reports must satisfy both generally accepted accountmg principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues
to conform to Certificate of Achievement Program requirements, and we are submitting it to GFOA to
determine its eligibility for another certificate.

Acknowledgments

The preparation of this report on a timely basis could not have been accomplished without the efficient and
dedicated services of the entire staff of the Finance Department. Each member of the department has our
sincere appreciation for the contributions made in the preparation of this report. ’

We would also like to thank the individual members of the Utilities Commission for their interest, support,
and leadership in planning and conducting the financial operations of the Utilities Commission in a most
responsible and progresswe manner.

Respectfully submitted,
Ronald L. Vaden Roberto O. Montalvo, CPA
General Manager/CEO Director of Finance
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BRENT MILLIKAN & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Honorable Chairman and Commissioners
Utilities Commission, City of New Smyrna Beach, Florida
New Smyrna Beach, Florida

We have audited the accompanying basic financial statements of the Utilities Commission, City of New
Smyma Beach, Florida (the “Utilities Commission”), a component unit of City of New Smyrna Beach,
Florida, as of and for the fiscal years ended September 30, 2003 and 2002, as listed in the table of
contents. These financial statements are the responsibility of the Utilities Commission's management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Utilities Commission as of September 30, 2003 and 2002, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 10,
2003, on our consideration of the Utilities Commission’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis on pages 3-14 is not a required part of the basic financial
statements but is supplemental information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of this supplementary information. However, we
did not audit the information and express no opinion on it.

205 MAGNOLIA ST. « NEW SMYRNA BEACH, FL 32168-7125 » (386) 427-1333 « FAX (386) 427-5823  www.bmcpa.com

MEMBER: American Institute of Certified Public Accountants and AICPA Private Companies Practice Section
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To the Honorable Chairman and Commissioners

Utilities Commission, City of New Smymma Beach, Florida
New Smyrna Beach, Florida

Page 2 of 2

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying information identified in the table of contents as supplemental schedules
are presented for purposes of additional analysis and are not a required part of the basic financial
statements of Utilities Commission, City of New Smyrna Beach, Florida. Such information, except for
the statistical data, has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The statistical data has not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion on it.

Boet Niklliden $ o, Co

November 10, 2003
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Utilities Commission, City of New Smyrna Beach, Florida’s (the “Utilities Commission”)
annual financial report presents our discussion and analysis of the Commission’s financial performance
during the fiscal year that ended September 30 2003 Please réad it in conjunction w1th the transmittal
letter at the front of this report and the financial statements, which follow this section.

Financial Highlights

The Utilities Commission’s demand for electrical energy increased in 2003 at 370.7 million kWh
sales compared to 342.8 mllhon kWh sales i in 2002. The sales revenue generated from those sales

" increased by 9.1% to $33.0 million i 2003.

The volume of treated potable water,sold in 2003 increased by 4.6% and the volume of
‘wastewater and reclaimed water treated in 2003 mcreased by 1.1% and 24 3%, respectively.
Revenues for the water, wastewater and reclarmed ‘water services revenues 1ncreased to $5.1

’ :' mrlhon and $5 7 mrlllon respectrvely The increase in the demand for potable water and increase

in the amount of wastewater treated was anticipated by management in view of previous years’
conservation efforts and the replenishment of Central Florida water resources.

In 2003 the Comrmssmn has ofﬁcrally’ estabhshed the Telecommumcatrons System division to

. account for Internet and Telephone related servrces to its customers and to customers outside the

Commrssmn S 1mmed1ate customer base ‘,The number of telecommumcatlons customers has
. grown through a combmed effort of reductlon in the costs to prov1de Internet dial-up, DSL, and
" broadband services, which prompted a. revrslon m the serv1ce Tate schedules for these services,-

“and through ‘the effort of a marketmg sales expans1on campargn to grow the local and long

" distance telephone service .to _customers beyond the immediate vrcmlty of the City of New
Smyrna Beach, Florida. Sales from Internet related services amounted to $676 080 in 2003 and
sales from telephone services totaled $1,905,777 in 2003.

Ut1]1t1es Commrssron s assets exceeded 1ts l1ab1ht1es (net assets) at the end of September 30 2003
by more than $66.9 million. Of this amount, approxrmately $18.2 million was unrestricted and
available to be used to meet the Commission’s ongoing obligations to its customers and creditors.
.Of the remaining $48.6 million, approximately $44.0 million was invested in utility plant assets
and assets held for future use, while the remamder was. ‘restricted for utility plant expansion
© ($4,123,835) and debt service (8539,839).

During the year, the Utilities Commission’s net assets increased by $7.7 million. In the prior year
" the change in net assets ‘increased by 3.3% over the precedmg year. Net assets totaled $66.9

- >=. mrlhon in 2003 compared to, approxrmately $59.2 million at the end of 2002 The comparatrve
. mcrease ‘in net assets in 2003 by contrast to 2002 is attrlbuted prrmanly to an increase in capital
contrlbutlons of $3.5 m1lllon of thlS amount $727, 027 came from developers deedmg property

wrth in- ground 1mprovements wrth the remalnder bemg recexved from charges for service

capacrty fees related largely to the westward expansron of the Crty in re51dent1a1 development.

Durmg 2003 the Comnussron s operatmg revenue mcreased by approx1mately $5 7 m1111on to
over $46.3 million, which was 12.4% more than last years operating revenue of $40.6 million.
Likewise, the Commission’s operatmg expenses increased by $4.7 million to $39.9 million,

‘ whlch was 11. 8% more than last year’s $35.1 m1lhon



e Capital contributions received by the Commission increased significantly from almost $1.0
million in 2002 to $4.5 million in 2003, which is 78.5% more than last year. As mentioned
above, amounts received for service capacity fees related to residential home development
expansion in the City is the primary reason for this large increase.

. The Commission’s long-term debt decreased to $79.6 million in 2003, which is down $4.5
million over last year’s $84.1 million. There were no new debt issues in 2003,

Overview of Financial Statements

The Utilities Commission’s basic financial statements are comprised of three parts: 1) management’s
discussion and analysis, 2) the basic financial statements, and 3) an optional section that presents detailed
summaries and schedules of selected financial data.

Management’s Discussion and Analysis (MD&A) serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management’s examination and
analysis of the Utilities Commission’s financial condition and performance. Summary financial statement
data, key financial and operational indicators used in the strategxc plan, budget, bond resolutions and other
management tools were used for thls analysis.

The basic financial statements consist of entity-wide financial statements that provide both the short- and
long-term financial information about the Utilities Commission’s financial activities, all of which are
operated like' commercial enterprises. These statements report information about the Utilities
Commission using full accrual accounting methods and economic resources focus as utilized by similar
business’ activities in the private sector. Information concerning all of the Commission’s assets and
liabilities, both financial and capital, and short-term and long-term are included. Likewise, all revenues
and expenses received during the year, regardless of when cash is received or paid are reported.
However, rate-regulated accounting principles applicable to prlvate sector utilities are not used by
government utilities.

The basic financial statements of the Utilities Commission include a balance sheet; a statement of
revenues, expenses, and changes in net assets; a statement of cash flows; and notes to the financial
statements which are described as follows:

¢ The balance sheet presents the financial position of the Utilities Commission on a full accrual,
historical cost basis. This statement provides mfonnat]on about the nature and amount of
resources and obligations at year-end.

¢ " The statement of revenues, expenses, and changes in net assets presents the results of the business
activities over the course of the fiscal year and information as to how the net assets changed
during the year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of the related cash flows. This statement also
provides certain information about the Utilities Commission’s recovery of its costs. Rate setting
- policies use different methods of cost recovery not fully provided for by generally accepted
accounting standards. The primary objectives of the rate model are to improve equity among
~customer classes and to ensure that capital costs are allocated on the basis of long-term capacity

~ needs, ensuring that growth pays for growth.

‘o The statement of cash flows presents changes in cash and cash equivalents, resulting from
operating, capital and related financing, and investing activities. This statement presents cash
receipts and cash disbursement information, without consideration of the earnings event, when an
obligation arises, or depreciation of capital assets. A
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¢  The notes to the financial statements provide required disclosures and other information that are

essential to a full understanding of material data provided in the statements. The notes present

" " information about the Utilities Commission’s significant accounting policies, account balances

and activities, material nsks, obligations, commitments, contingencies and subsequent events, if
any. . A c

The supplementary information presented by the Utilities Commission includes comparisons of budget to
actual revenue and expenses, schedules that focus on the individual divisions of the Utilities Commission
where more detailed financial data is desirable, and schedules presenting the Commission’s future debt
service "requirements and other data requiréd to be presented in accordance with certain of the
Commxssxon s debt covenants

Entity-Wide Financial Analysis

The Utilities Commission’s entity-wide financial statements report its net assets and how they have
changed over the reporting period. Net assets - the dlfference between assets and liabilities- may serve as
a useful indicator of the Commission’s finandial position. “Over time, increases or decreases in the
Commission’s net assets are a useful indicator of whether its financial health is improving or
deteriorating, respectively. However, one also needs to consider other non-financial factors such as
changes in economic conditions, populatlon growth and new or changed governmental legislation to
adequately assess its overall health.

The material portion of the Utilities Commission’s net assets (66%) reflects its investment in utility plant
assets (e.g., land, buildings, utility plant, and equlpment) less that portion of related debt used to acquire
those assets that is still outstanding. These utility plant assets are used to provide utility services to our
customers; consequently, these assets are not available for future spending. Although the Commission’s
investment in capital assets is reported net of re]ated debt, it should be noted that the resources needed to
repay thls debt must be provided from other sources (the sale of utility services), since the cap1ta1 assets
themselves cannot be used to ]1qu1date these habx]mes

Condensed Balance Sheets
(8000°s)

' Dollar ’ ‘Percent
FY 2003 FY2002 Change "Change

Current and Other aSSetS......cveurueeerevereeuiveresmenne $ 15,382 § 13,423 $ 1,959 14.6%

Réstricted ASSELS . iiiiiiccemeerieeeirnnteeeresreenreeseasianeeeas 18,429 - 17,225 1,204 7.0
Capital assets: o

“Productive assets in service (net) ........c....... 109,636 110,161  (525) - (0.5)

"Held for future uS€........iveeevevreeeenens s 9,174 9,174 0 -

-Construction in progrcss et -~ 3,584 3,005 579 19.3
Total ASSELS.ereeeeerrieerreerrarenen s rervvreereneeen 156,205 152,988 3.217 2.1
Long-term debt outstanding................... eeeereanee 79,575 84,075 (4,500) (5.4)
Other labilities ....cccovviveccreririrncrencrsccrseresnnae 9,762 9,699 63 0.6
Total labilities........coevevenen: eenenerenerenas it - 89.337 93,774 (44377 (A7)




Dollar Percent
o FY 2003 FY2002 Change Change
Net assets:
~ Invested in plant, net of related debt ........... 43,970 39,242 4,728 12.0
ReSIIICIEd .uvieieeeeeccceeeecere e str e tae e e 11,493 10,277 1,216 11.8
UNrestrictedannnnnniiiiiciieeeriseeneeieccserreeseeeeneneesenns 11,405 9.695 1.710 17.6
Total net aSSetS...cceririceecreeeeree e rrer e $_66868 $_59214 S__ 7,654 12.9%

The Utilities Commission’s net assets increased $7.7 million to $66.9 million in 2003, which is up from
$59.2 million in 2002. Looking more carefully at the data, the most significant change in net asset
position was from amounts invested in utility plant, net of related debt, which increased $4.7 million.
This increase reflects the Commission’s current policy of investing surplus internal resources, capital
contributions and earnings and profits in productive capital assets in lieu of issuing additional debt during
the year.

Condensed Statements of Revenues,
Expenses, and Changes in Net Assets

($000’s)
Dollar Percent
FY 2003 FY2002 Change Change
Revenues: ‘
Charges for services:
Electric system ....ccocvviveeniiccrciinceenccnns $ 32,988 §$ 29,997 $ 2,991 10.0%
Water SYSIEIM . uvvreerrerrrereeineeecoeeensserarsesseesersone 5,123 4,983 140 2.8
Wastewater SYStemM..cmuicireiienereersrenssrnrssenenens 5,655 5,632 23 0.4
Telecommunications SYStem .......ccceevvveereenrans 2,582 0 2,582 100.0
Total charges for Services .......ccmveevererrenerennne. 46,348 40,612 5,736 14.1
Interest €armnings. ......oceeeveervrseeerereseeseeseerseennens 358 461 (103) (22.3)
101153 OO S AR 337 433 (96) (22.2)
Total rEeVENUES....evveecericrrrrereecsmeeenireresereesserseeeas 47,043 41,506 5,537 13.3
Expenses:
Division operating expenses:
Electric SyStem .....ccoeceevemenecerireereeseeeeerennen 29,313 26,777 2,536 9.5
Water SYSteM ..couiecceeeeeeree s e e 3,999 3,822 177 4.6
Wastewater SYStem...cccceerverenreersureneeerseerannnas 4,603 4,491 112 2.5
Telecommunications SYStem ......cceeceeeerereneesn 1,892 0 1.892 100.0
Total division operating expenses........cco.coceu.... 39,807 35,090 4717 13.4
Interest and debt expense.........eccvvervecsirircenenne 3,356 3,953 (593) (15.0)
Asset disposal 10SS€S...ccuvveerverieerruesecemsrreensnenns 10 58 (48) (82.8)
OMher ..ottt s 690 56 634 1,232.1
Total EXPENSES ..oocvereeeeeeereeciereernerrrereeeeeeeeenens 43,863 39,157 4,710 12.0
Income (loss) before contributions.......c.cceveeen.. 3,180 2,349 831
Capital contributions........ceeereeveerrerseesnecerescnsveuenee 4,474 961 3,513
Increase (decrease) in net assets ...o.eeeevevcerscerennns $_7.654 3,310 _4.344
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While the balance sheet shows a snapshot of the Commission’s financial position at the beginning and
ending of the fiscal years, the above statement of revenues, expenses, and changes in net assets provides
answers as to the nature and source of these changes. As can be seen above, income before contributions
of $3.2 million and capital contributions of $4.5 million were the two sources of the increase in 2003. A
comparison of the operating expenses shows that the Commission’s operating expenses increased by $4.7
million, or 11.8% in 2003, while system revenues in 2003 also increased by $5.7 million or 12.4% over
2002. A combination of an increase in fuel and purchased power costs offset by the corresponding
increase in the fuel and purchased power cost adjustment clause (fuel adjustment), the net profit earned
from telecommunication services, and the increase in capital contributions from service capacity fees
makes up the majority of the net increase in net assets in 2003 as compared to 2002. The Commission
continues to produce positive net income in 2003 from its utility system operations.

The following is a summary of the operating revenue and expense for each of the Commission’s operating
divisions:

Operating Revenue and Expense - by Division

Year Ended September 30, 2003
$35,000

@ Revenue
B Expenses

$30,000

$25,000

$20,000

$(000,s)

$15,000

$10,000

$5,000

$0 -+

Electric Water Wastewater Telecommunications

The following is a summary of the composition of 2003 utility system revenues by source:

Revenues - By Source
Year Ended September 30, 2003
Contributions
9%
Electric
63%
Water
Interest 10%
1%
i Other
Telecommunications Wastewater 1%
6% 10%
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During 2003, the overall demand for electricity, water and wastewater treatment services increased. Total
electric kWh sales increased from 343 million kWh in 2002 to 371 million kWh in 2003, or 7.5% more
than that of the prior year. The number of electric customers increased by 1.8% in 2003 to 22,126
compared to 21,734 in 2002. The following is a summary of the individual components of the
Commission’s electrical energy sales for the past two years from residential, commercial demand,
commercial non-demand, and street lighting service customers.

Electric kWh Sales
Years Ended September 30, 2003 and 2002

250,000,000
200,000,000
§ 150,000,000
=% 100,000,000

50,000,000

Residential Demand Non-Demand Street Lights
m2003 | 236,255,171 80,669,362 50,358,918 2,960,121
@2002 | 212,859,000 80,295,378 46,637,265 2,960,681
kWh Sold by Service Type

Similar events were experienced within the Commission’s other operating divisions during 2003. The
actual number of customers increased in all divisions. The volume of potable water sold during 2003
increased 4.6% to 1,471 MG compared to 1,403 MG in 2002. The wastewater system experienced a 1.1%
increase to 872 MG in the volume of wastewater treated in 2003 compared to 862 MG treated in 2002.
The volume of water reuse sold during 2003 increased 24.3% to 349 MG, up from 264 MG in 2002.

Rising costs to produce electric system revenues resulted in a fuel adjustment being made in June 2003.
Reclaimed water sales and expenses have been incorporated under the Wastewater System in 2003.
Telecommunications System sales and expenses for Internet and Telephone related services are now
separately reported due to the significance in growth in providing these services. The actual number of
residential and commercial utility customers increased during 2003 in all operating divisions as follows:

2003 2002
Utility Operating Division Customers Customers
Electric system .............cccovvveeeeeennnn. 22,126 21,734
Water system.........cccceeeeeviiieecenneen. 20,111 19,507
Wastewater system ..............cco..ee..... 16,485 16,066
Water reuse system...........c.cccccn.. 417 385
Telecommunications — Internet......... 4,068 3,215
Telecommunications — Telephone .... 10,870 4,555
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The net results of operations for all lelSlOﬂS show that the Comm1551on was successful in recovering its
costs for these utility divisions. :

Budgetary Highlights

An annual revenue and expense budget is prepared for the combined electric, water, wastewater and water
reuse utility systems and, after Commission approval, is submitted to the City of New Smyma Beach
prior-to June 1 of each fiscal year for subsequent City Commission approval. The budget remains in
effect the; entire year and can only be amended with the approva] of the Utilities Commission.  No
supplemental appropnatlons were made in 2002. :

Schedule of Revenue, Receipts, Expenses and Disbursements -
Budget -vs- Actual

$(000°s)
Budget Actual Variance
Revenue and Receipts: S : '
Electric system ...........ieveeerieeennen. e 830,922 33,020 2,098
Water SYSIEM c...veviceiiceeretirteenrceeeensenseseerses 5,146 5,220 74
Wastewater SYSteM.....ccveevveeerrecrereeeeecneernrenes 6,059 5,694 (365)
Telecommunications SyStem ........cceeeeceerveas 2,152 2,582 ‘ 430
" Capital contributions .......ceeeccevervecreeenvenereenrenns g ‘839 ' 4474 3,635
45,118 50,990 5,872
Operating Expenses: '
- ’Purchased power and fuel ..........cccovvvververreennnn. 13,735 16,569 (2,834)
Other production .......cccceceeeerreecmecrrsereeseesaenns 7,809 6,431 1,378
- Transmission, distribution, sewage collection
C.and treatment . ....eeeeeeceeeie e 3,752 3,752 0
"Customer aCCOUNLING.....oceeruerriereerersernenseneansnns 864 996 (132)
Administrative and general ...........ccceceevvernnnen. 4,046 4,303 (257)
- Required payments to City.....cccccovueerrrreecrennne. oo e 2,605 2,706 - (10D
Nuclear generation facility decommissioning. 115 145 (30)
= " 32,926 . 34902 - _ (1,976)
Net revenue and receipts......c.ceeveeerveeveeceecersenneennans 12,192 16,088 3,896
Operating transfers (Net) .....ccccecveemrerieeceervesernnenens (12.192) _(15.856) (3.664)
- -Budgeted net cash receipts......cecrnerrceniinianss Geei 0 232 232
Reconciliation of budget to change in riet assets: -
- Principal portion of sinking fund transfers......"r - A 14,665 -
- Internal funds transfers (net) .....cccceveevesiovnnnen. R ' 8,339
Depreciation and amortization ........cccceeveevurenns ~.(5;572)
L0711 1T SRS SO SO UO P OUPTRSRR _( 10)
Change in net ASSELS euieuereivecenrenresaenisiaiaens el T $=76%

The Comm1ssxon s operatmg budget is prepared ona ba51s consistent with generally accepted accounting
principles (GAAP). Other cash receipts and payments are treated as budgetary items to maintain effective
fiscal and budgetary .control over ‘the collection and disposition of all- Utilities Commission resources.
However, all capital expenditures are included in a separate five-year Capital Plan. ‘During 2003, the
Commission’s actual revenues were more than anticipated amounts by over $5.8 million. This was due
primarily to the unanticipated increase in purchased power and fuel costs, the recovery of which was
passed on to our electric customers in the form of an energy cost adjustment. Due to the recent trend in
the electric industry we have incurred increased fuel and purchased power costs resulting in an adjustment

9.



from $8.82 per 1,000 kWh to $12.89 per 1,000 kWh as of June 1, 2003. In addition to the stated increase
in utility production expenses and related payments to the City (all of which are directly related to the
above described fuel adjustment), the Commission’s other operating expenses were relatively on target
with the budgeted amounts as a result of close monitoring of operating expenses.

Cash Management

Cash temporarily idle during the year was invested through the use of a competitive bid procedure in
short-term time deposits and medium short-term investments. Shorter investment periods were utilized
by the Utilities Commission due to the rapid changes and uncertainties of interest rates experienced
during the fiscal year. The amount of interest eamned during the years ended September 30, 2003 and
2002 totaled $461,153 and 1,055,154, respectively. These amounts were further reduced by $ -0- and
$149,910 during the years ended September 30, 2003 and 2002, respectively, for interest credits used to
reduce capitalized interest expense for the respective years.

The Utilities Commission's cash and investments on hand at September 30, 2003 and 2002, totaled $22.1
million and $22.2 million, respectively. The individual components are as follows:

2003 2002

Current assets:

Operating cash and cash equivalents...........coceeceereeeerenen. $_1.875,260 1,311,235
Restricted assets:

Debt Service fUnds ...coeeeeecieeiveeeieceeeeeecreeeeeerreceneeesnnes 2,839,743 3,625,980

Renewal and replacement funds ........ccooveecvvcereecnicennenne 11,504,914 9,744,916

CuStomer depPOSItS....cceeeirerrerirearerarsncsrereesssessersnssasaenans 1,517,204 1,431,890

CR-3 decommissioning fund ........ccecceveeerercieeresreeceenienne 2,567,289 2,422,153

18,429,150 17,224,939

Other assets:

Internally designated stabilization funds .......ccceveceennnene 1,768,251 3,668,390
Total cash and INVEStMENLS ...ccccirvierrererrereecreereeeerr e $ 22,072,661 22,204,564

Included in the total unrestricted current assets are intemally designated funds for renewal and
replacement amounting to $1,875,260 and $1,311,235 as of September 30, 2003 and 2002, respectively.
In addition to the amounts legally required to fund the renewal and replacement fund in accordance with
long-term debt covenants and for amounts received from developer agreements for service capacity fees,
both of which are legally restricted, additional funding above the mandatory legally restricted
requirements is internally designated for renewal and replacement projects to internally finance routine
utility plant expansion and upgrades.

The Utilities Commission's investment policy is to minimize credit and market risks while maintaining a
competitive yield on its portfolio. Accordingly, deposits were either insured by federal depository
insurance or collateralized in accordance with the Florida Security for Public Deposits Act (the "Act").
All collateral on deposits was held either by the Commission, or by the State of Florida in accordance
with the applicable provisions of the Act. All of the Commission's investments held at year-end are
classified in the category of lowest credit risk (backed exclusively by the full faith and credit of the U. S.
government) as defined by the Governmental Accounting Standards Board.

The average yield from interest eamnings on cash and investments that was earned each month during the
fiscal year ended September 30, 2003 is as follows:

10




- A

|

—

o

|

[

Co

[

Capital Assets

At the end of 2003, the Utilities Commission’s investment in capital assets amounted to $122.3 million,
which is stated net of $66.6 million of accumulated depreciation and provision for decommissioning.

This investment in capital assets mcludes

¢ Land and land improvements,
*

Average
Yield

........................................ 2.80%

........................................ 2.37%
........................................ - 2.05%
........................................ 1.97%
......................... 1.89%
........................................ 1.84%
........................................ 1.78%
........................................ 1.74%
........................................ : 1.74%
........................................ 1.64%
........................................ ' © 1.63%
........................................ 1.65%

e  Wastewater collection, treatment and reuse distribution facilities, and

e Machinery and equipment.

During 2003, the total increase in the Commission’s investment in capital assets was $5.1 million,
compared to $6.4 million invested in 2002. Major capital asset events during 2003 included the

following:

* Additional costs related to acqi.iisition of Sugar Mill water and wastewater treatment plant

and related costs to place these assets into service of $1.3 million,
» Line transforniers, poles and fixtures amounting to $1.2 million
¢ Transmission and distribution mains totaling $0.7 million, and
~ e Other plant expansion items totaling $1.9 million,

| Uti]ify Plant, Nét of Accumulated Depreciatioh

Land and land rights.......................
.. Structures and improvements.........
Production and treatment plant ......

Transmission, distribution, and

collection and treatment plant ....

Other general plant and equipment

. Electric (fossil fuel and nuclear) generation, transmission and distribution facilities,
Water supply, production, treatment and distribution facilities,

September 30,
2003 2002
eerereer e eeeseesseeeee s seeeeeees $ 3,281,904 3,281,904
.................. 19,964,958 19,909,131
....................................... 44,561,389 44,427,909
....................................... 1 99,533.982 . 95,962,840
....................................... 8,707,613 8,127,752
: 176,049,846 171,709,536
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Accumulated depreciation.......ccueeerevreieicmnniiissiineennnnnenns
Allowance for decommissioning.....c.c.vvcevervvverernnevscserecens

September 30,

Construction in progress......c.cuveerereeenss
Plant held for future use.......cccecvvreerrnvenne
Nuclear fuel, net of amortization............

Utility plant, net ......cooeeeecmmnirecrcnineenns

Long-Term Debt and Debt Administration

2003 2002
(64,057,960)  (59,229,142)
(2.567.289) _ (2.422,153)
109,424,597 110,058,241
............................... 3,584,237 3,001,496
............................... 9,173,992 9,173,992
............................... 211.416 102,970

............................... $ 122,394,242 _122,336,699

The revenue certificate debt coverage ratio is a useful indicator of the Utilities Commission’s debt
position. The Commission’s debt coverage ratio has continued to remain strong over the past three years
even in years of debt issuance, as is summarized in the following three-year tabulation:

003 - 2002 2001

Operating reVenUES.....ccceeceecveersrecrrcrseeerrereaens $ 46,347,066 40,612,225 42,715,387
Interest and other income ......ccccoeeeereceerrneenn. 694,980 894,508 1,345,251
Capacity and other fees ......ccccevvvicinvcnscnsennnes 4.474,157 960,595 1,185,634
Revenues per certificate resolution ............... 51,516,203 42,467,328 45,246,272
Cost of Operation and Maintenance, net

of depreciation and required payments

to City of New Smyma Beach.................. 32,196,648 27,842,554 30.064.279
Net revenues per certificate resolution.......... 19,319,555 14.624.774 15,181,993
Annual debt service requirement................... $_ 6,039,170 5,220,209 5,307,236
Debt service coverage ratio (times)............... 3.20 2.80 2.86

As of September 30, 2003 the Utilities Commission had outstanding $46,680,000 of revenue certificates
payable. All of these obligations are secured by a first lien on and a pledge of the net revenues of the

system.

The Utilities Commission's outstanding revenue certificates ratings from Moody's, Standard & Poor's, and

Fitch’s as follows:

Utilities System Refunding Revenue

Certificates, Series 1993.........ccccvveeenes

Utilities System Refunding Revenue

Certificates, Series 1996........ccccceeeeeeene.

Utilities System Refunding Revenue

Certificates, Series 2002.....ccccovveeveeecnnne

Moody's Standard & Poor’s Fitch’s
....... Aaa AAA (FGIC Insured) nr
....... n'r AAA (AMBAC Insured) AAA
....... nr  AAA (AMBAC Insured) AAA
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The debt service requirements on these obligationé are detailed in the notes to the financial statements and
in Schedule 11 of the supplementary section of the financial statements.

In addition to the revenue certificates payable the Utilities Commission had outstanding notes payable to
the Florida Department of Environmental Protection, State Revolving Fund Loan in the aggregate amount
of $15,949,355, which are secured by a lien and pledge on the net revenues of the system, but subordinate
to the first lien and pledge securing the revenue certificates payable. The Commission also had
outstanding notes payable to the Florida Municipal Power Agency (FMPA) Pooled Loans amounting to
$22,278,000, which are secured by a lien and pledge on the net revenues of the system, but subordinate to
the first lien and pledge securing the revenue certificates payable and on a parity with the State Revolving
Fund Loan.

The debt service requirements on these obligations are detailed in the notes to the financial statements.
The future debt service requxrements “for "the Florida Department of Environmental Protection, State
Revolving Fund Loan are in Schedule 12 of the supplementary section of the financial statements. The
future debt service requirements for the FMPA Pooled Loans are in Schedule 13 of the supplementary
section of the financial statements and are based on the prevallmg interest rate charged as of September
30, 2003. * The interest rate on the FMPA Pooled Loans varies and is determined on a monthly basis.
Accordingly, the representation of the future debt service requirements in Schedule 13 may not agree with
the actual amounts to be paid and the difference may be material.

At the end of the fiscal year, the Utilities Commission had $79.6 million in long-term debt outstanding,
whlch was down $4.5 million over the prior year’s $84.1 million.

At the present time, the Commission has no formal plans to pursue the issuance of any additional long-
term debt. However, management continues to review and monitor current bond market conditions for
evaluating the feasibility of restructuring any and all outstanding debt obligations if, and when, the
opportunity presents itself anid only after it is conclusively determined that it makes significant financial
“sense” to pursue.

Under its current debt agreements the Commission has covenanted to maintain several coverage ratios,
all of which approximate 1.25 times in the aggregate. In order to issue additional debt obligations, the
Commission must demonstrate that it has successfully maintained a coverage ratio of 1.40 times its
maximum annual debt service requirements in its immediately preceding fiscal year. Based on this data,
the Commission has the ability and the capacity to obtain additional financing, at current market
conditions, of approximately $50 million.

‘Economic Factors and Next Year’s Budget and Rates |

Many factors are considered each year by the Utilities Commission in its efforts to establish an operating

budget, to evaluate its personnel needs, and to develop uniform electric, water, wastewater and other

utility fees that are reasonable and, more importantly, capable of cost recovery. Some of the major factors

considered in this process are the local economy, civilian labor force, unemployment rates, and inflation

rates.

e The most recent estlmates avallable for unemployment data in V01u31a _County, Florida’ are

- " compiled by the Florida “Agency for Workforce Innovatlon on the Florlda Research and

* Economic Database (FRED) This agency estlmates a countywide unemployment rate of 4 9%

~at the end of September 2003, which is slightly higher than the 4.3% rate experienced one year

earlier. These estimates compare favorably to the state’s 4.9% and 5.3% unemployment rates at
September 2003 and 2002, respectively.

¢ Inflationary trends for Volusia County compare favorably with those trends experienced at the
state and national levels.
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Another factor influencing the Commission’s 2004 operating budget includes significant anticipated
growth in the telecommunications division in the 2003-2004 fiscal year, which will provide more funding
to the City of New Smyma Beach, Florida, subsidize debt reduction funding, and additional funds for
renewal and replacement funds. This division includes all financial operations associated with the
providing of local and long-distance telephone services along with local dial-up internet services, high-
speed broadband asymmetrical digital subscriber line (ADSL) services, and symmetrical digital
subscriber line (SDSL) services. The 2004 budget includes combined projected revenues of $9.8 million
and budget appropriations of $9.8 million for these services.

A summary of the enacted 2004 budget follows:

FY 2004 Operating Budget
With Comparison to FY 2003 Actual

$(000°s)
FY 2004 FY 2003 Dollar
Budget Actual Change
Revenue and Receipts: .
Electric SYStem ....ccveeereeeeeiaerereeereesaesneeraennne 3 32,058 33,020 (962)
Water SYSteImM .o eiereceerrenrccerer e e 5,390 5,220 170
WasteWater SYSteM...ccvcvieriierecrrrerererenrssnereanne 6,220 5,694 526
Telecommunications SYStem ........cccveecvverrecreeas 9,767 2,582 7,185
Capital contributions .....oeceeecerniivinrinccernecnnes 1,204 4474 (3.270)
54.639 50,990 3.649
Operating Expenses:
Purchased power and fuel ........ccooevvvveenieneneen. 14,593 16,569 1,976
Operation and maintenance........cccoeereceeceenee. 23,501 15,627 (7,874)
Required payments to City....c.cocveiveevcenrecnne 3.158 2,706 (452)
41,252 34,902 (6,350)
Net revenue and receiptS....cceeerrrereeerrerecrnecenrennes 13,387 16,088 (2,701)
Debt SEIVICE covvveiiiiireereeccerrcte e e v e s e seneesseeenne (7,924) (7,518) (406)
Operating transfers (Net) ......cccevverreerereerreninrrerianne (5,463) (8,338) 2,875
Budgeted net cash receipts........cccuneveccnincceneninens 0 232 (232)

The Utilities Commission’s electric, water, and wastewater rates for the 2003 fiscal year remained the
same as the prior year. A 5% increase in the wastewater rates for all classes of customers effective
October 1, 2003 in the new fiscal year was deemed necessary for us to recover all of the costs associated
with providing these services.

Requests for Information

This financial report is designed to provide a general overview of the Utilities Commission, City of New
Smyrna Beach, Florida’s finances for all those who have expressed an interest in its finances. Questions
concerning any of the information provided in this report or requests for additional information should be
addressed to the office of the Director of Finance, Post Office Box 100, New Smyma Beach, Florida
32170-0100.
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BALANCE SHEET
September 30, 2003 and 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

New Smyrma Beach, Florida
2003 2002
Assets:
Utility Plant:
Electric utility plant in SEIVICE......cccvvmiiniiicconiinarrenn it s sesreas 77,873,246 76,675,018
Water utility plant in SEIVICE......cvvvivermiinnicierncccniirn et 37,233,022 35,817,251
Wastewater and water reuse utility plant in SEIViCe......coeveeeerrercecresssecersecnens : 53,511,799 51,906,418
General utility plant in SEIVICE....c.ocevrmiiiiivereerir et s ccereroe st es 7,431,779 7,310,849
176,049,846 171,709,536
Less: accumulated depreciation and amortization......c.ececeeeereennncecienssencennenn (66,625,249) (61,651,295)
109,424,597 110,058,241
Construction WOk I PrOBIESS .occeeeueereiririnicrensnirccecseesmenresreseeseesceesesnssssonsennens 3,584,237 3,004,496
Plant held fOr fUttre USE....cuiiveceeccinicrersterrcer s eecesesressasses e seseraseneseesseessnsnsanns 9,173,992 9,173,992
Nuclear fuel, net 0f aAMOMIZAON. ....cccveiiietreerreeirrrrc e e er e res s eessresssaenen 211,416 102,970
Total utility plant, NEt. ...ttt s s se e 122,394,242 122,339,699
Restricted Assets:
Cash and cash equUIValEntS.....cccooueiiiiciiiinceettr et e 17,356,681 12,623,245
INVEStMENLS, 1 COStoiiuiiiriarriiiiererirerirrssrerecraeeeerasasasarsmsasssareesaraseesssrassssssasmensasassas 1,054,900 4,592,800
Accrued interest and dividends...........cveeeivierieeiiivreeeieeereene ettt enee 17,569 3,894
Total TESIICIEd ASSELS ....eevveereeerireeeciiieeeereereeeeseseeeeesesnerensenarsnssesssnsesnnn. 18,429,150 17,224,939
Current Assets:
Cash and cash eqUIVAIENES ......ccociereeeerenimtiece et ren e ensane: 1,875,260 1,311,235
Accounts receivable, net of allowance for doubtful accounts
($106,800 - 2003 and $121,660 - 2002).......coveeeeiieriectennrrmerrersse e e eeennes 3,166,629 2,202,378
Unbilled acCOUnts reCeivable .......cccvevevirveiirrermeerernsenesssreneestesssessessesaessessesransses 4,244,879 3,349,033
NOLES TECEIVADIE ..ovevei ettt e e eeer et e e e e s enetee e s e snevesversssnasssnsssen. 437,805 70,329
TIIVENEOTIES ......ooveiceieeeereiesisisiersteeesseeesnceresssecerbnaesssssesnsensasessesssnsasnsssansnsssesessases 1,701,402 1,680,424
Prepaid expenses and Other aSSets .....corrvrerrnierencerireeeceenrreeeesesmessseraeeeaen: 429,797 274,584
TOtal CUITENT ASSELS ....vvieieieeieerrerrineeeisecseircsmeeesstasessessessstsessnsasssasnsmseessens 11,855,772 8,887,983
Deferred Charges and Other Assets:
Stabilization fUNAS.......ccoceriirriieieeeceeeeermeere et r e eeesne s rneenessensesernsnsnesananeas 1,768,251 3,668,390
Unamortized phone customer 2CqUiSItION COSES ....ocomririrercrerernrenesseesnmsonsnensnane 1,023,670 0
Unamortized debt EXPENSE ....cceeeeerrvrrcrererniarernrresisaeeneteanasrertesssmsesessossosasssssens 733,965 866,870
Total deferred charges and other assets.........cceceeivvverieccncesicrseseeetnereennes 3,525,886 4,535,260
TOLAL ASSELS .vvvvereerererirerereirsnreeesseesesssreseeesseesesssssarssessesssaseressnssssssssensssnen 156,205,050 152,987,881
The accompanying notes are an integral part of the financial statements.
\
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Statement 1

2003 2002
Net Assets:
Invested in utility plant, net of related debt..cveiiieneee e 43,970,077 39,241,910
Restricted for debt Service...oovvnurercrnvieveereeinenns ertreveneesnteeresnrereresirreanaansrens 539,839 539,839
Restricted for renewal and replacement........c..cocecereverneecrcerennncrrcsnseeneesenns 10,953,401 9,736,744
UNIESHIICIEA. ...eveveiceicirreeecceneesreeessmeesessnreeesssesssnnsoestessnsasassnsossnssnsssanenssssasnans 11,404,708 9,695,283
T Ol MEL ASSELS....vereirienienrreeererrreservrreiresessntassssnseisrnsessssssssnsesersnsesransess 66,868,025 59,213,776
Liabilities: )
Long-Term Debt: . A
-Revenue certificates payable (Net)......ccccercverreniereresenenrnerenieeesesessaserensasecnss 42,941,225 45,754,090
Notes Payable (DEL)..c.eicviviecirrreraeirrecraitceareneesresorssssaaensseesanssasessesasssassesaes 36,634,252 38,321,355
TOa] 10NZ-LEIIN AEDE wrvvrrreeeereeemeemeseeseseeeesessssssssessesseeesssessses e 79,575,477 84,075,445
- Restricted Fund Liab_ilitics:

Revenue certificates payable.........ccoeveeiereniinicnerinitisiareeeeenrereeseessenaeeenens 1,825,000 2,730,000

NOLES PAYADIC....ocueitiierrerariricerernrecaentsianessesrarsseresrasanesiessessssnsnsssesassnseesons 1,593,103 1,434,976

Accrued interest payable .....coievicvnrivcninirsise s steee s raesseeenreenes 297,778 365,662

ACCOUNLS PAYADIE ..ttt e e s 551,513 8,172

CUSIOMETS' AEPOSILS veueeererreeecrereeriraeerrereereerenersseseesnesensesssssassesnssessesssasansssnes 1,517,204 1,431,890

Total restricted fund HHabilities .......ccceeevimeciceerniiirireecsieencreesnneseves 5,784,598 5,970,700
Current Liabilities: ,

Accounts Payable .....ic et n e aas e s 2,129,943 2,001,779
“Accrued Habilities c.....vmmeeeieiierctece e e 508,345 476,242
_Due t0 Other OVEIMMENLS ....ceceirieeeerevneeeenrenreertesssareseaseersersnssssrarsssersenens 830,235 763,706

Total current liabilities e e s 3,468,523 3,241,727

Other Noncurrent Liabilities:
Deferred compcnsated ADSEIICES vveireiiiicrenrirnrrteeesssesiessinsnreresssenessesnensensses 351,682 337,565
Deferred credits - other ...... OO DSV 156,745 148,668
" Total other NONCUTTENt HAILES w.v.r-verrerreererssesssssnrsssssssrnsere 508,427 486,233
T01a] HaDIIES. c.vviceeeeciecceccierieese e ssee e sesamessnsasasesanensnns 89,337,025 93,774,105
Total liabilities and NEt BSSES......ucrrvcreereiecetereeessessereeessorsessseeeseseremsen 156,205,050 152,987,881
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STATEMENTS OF REVENUE, EXPENSES AND Statement 2
CHANGES IN NET ASSETS
For the Fiscal Years Ended September 30, 2003 and 2002
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrna Beach, Florida
2003 2002
Operating Revenue:
SAIES 1evurierireeiee vt et et e sate et e e s be s e et e e te e eea b et et s e s ersee st easesane et e nesnrees 45,758,867 39,966,040
OtREI TEVEIIUE .....veeeeveeneeenreerieesteresseessaeeesesssensssaesssesseessensnserasesnsesnsesnsssemsesnrassnsernes 588,199 646,185
Total Operating TEVEIMUE ..c..ceciieciieiec st eneensescsane e snsseessess 46,347,066 40,612,225
Operating Expenses:
Purchased power and fuel EXPenses .......ccccevievernreeinnrieseeee st eseeceeseessnesssmeeeneene 16,569,259 13,652,608
Other ProduCtion EXPEISES.....ceuceermeereermisstecsnrninseeeeereresiessesansmraceseonsssssessissiencessase 6,431,093 6,038,839
Transmission, distribution, and sewage collection and treatment .........ccccoeeeeeecs 3,751,847 3,782,641
CUSIOMET ACCOUNLIIME .eoevereieeerirecereseste e et neces et et st s s s e smbesaseresassnsesmeasesesesnen 996,421 821,128
Administrative and general .......ccoovveeeeverierenrininisenere et 4,302,892 3,385,868
Required payments to the City of New Smyrna Beach .ccovemremnncnincenininneen. 2,706,427 2,509,729
Depreciation and decOmMMISSIONING .....c.ccvivuercereenmrmmresiriieeeeerereeeserssssissesenenes 5,049,264 4,899,416
Total operating expénses .......................................................................... 39,807,203 35,090,229
OPETating INCOIMIE ...coeirvvrriereeerercercoersnreeesseernesreseessstasasessessasesaseremsesmsesssenan 6,539,863 5,521,996
Non-operating Revenue (Expense):
INTETESE BAITUNES ...cooveevreerererrmieteieeeesteeeerrssersessne e s e sme st s e saeseasessessaresasenteserasassasenns 358,454 461,153
OLhET INCOIME ....coeeiceeeicirieeeierereereeeeseaes s raeesseeseereeessensesma s et aeasanaessenessnsesnsnsesann 336,526 433,355
Interest and debt eXPEnSE .....oveciiviieircceerre e s (3,355,193) (3,952,841)
OLhEr BXPENSES ....eevereieececrreririermetee e raeeeceesrarsaeseesoe s s e st se s sa e s ene e e e smesenassananes (690,017) (56,064)
Loss 0N diSPOSAl O ASSELS veouverueeireereiseceseeeerreerereseesaetese e smesessnes e seeesesssasnesens (9,541) (58,114)
Total NONOPErating (EXPENSE).....ucerrueeerieiererreerreresrereserirsrsessssseseessessnsseses (3,359,771) (3,172,511)
Income before CONIIDULONS........cciruereeiieerererrreeeeeiesereceesernessneseessasnsanees 3,180,092 2,349,485
Capital CONTIDULIONS. ...ceveersiereeeeetererece et ecceretssnesesansasensssacbereranessaans - 4,474,157 960,595
Change IN NEt ASSE1S.......ccivveriereirrrrrerreeeriearsesrsesserersnssesnsasnsessesssessnsesnsenns 7,654,249 3,310,080
Net assets, beINNING Of YEAT ...c..vevirvereriiiercerrnieersesceresreresseereerssmeeeeeesessnennas 59,213,776 55,903,696
Net aSSets, €N OF YEAT c..vvreenieieiieeer ettt tetestestesae e sress et es s nenansennens 66,868,025 59,213,776

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS Statement 3
For the Fiscal Years Ended September 30, 2003 and 2002 _
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrna Beach, Florida
2003 2002
Cash Flows From Operating Activities: A :
Cash received fTOmM CUSIOIMETS.....c.v.ceceeierereererinreeserenressessnresestsssessssesseeesasssoses 44,541,033 43,192,639
Cash paid 10 SUPPLIETS....ccueeuieereicrenrer et reritr e reree e eseees S e s nsnassessasmsesaos e smsans (26,342,390) (22,834,384)
Cash paid t0 EMPLOYEES....cicieiieiicrecccririrececeierneieeccestsasereesasssannsesenesseerssnesnsensn (5,721,282) " (5,285,654)
Other receipts (PAYMENES).c..cvviuiriereiirisircenisinesinecssnrmestnsesesississlassnasesenssesansesasionss (2,639,898) (2,532,713)
Net cash provided by operating activities .......c.cccveveererereeserrsreaeecessennens 9,837,463 12,539,888
Cash Flows From Capital and Related Financing Activities: :
Debt reduction OULIAYS ...c.ccooiiieeeereiiii e secrte s essne s sema st ssesemes e e saenroane (5,598,976) (3,981,064)
- Contributed capital ............. Leereeeesntersieteiansasasareeaassrisraeeatessannteesbasenessanensaneesssene. 3,747,130 960,595
Proceeds from iSSUAnNCe Of Aebt .....ccuevvreoieereeieiereeeere e rcaee e e e e eannn. 0 30,216
Proceeds from sale of property and eqUIPMENL ......ccccovuruerererereeesrsesmsarsnesssensens 6,730 - 878
Acquisition and construction of capital assets ........ccoccererrrerirrrecienrrceeraeseeens : (5,544,668) (4,078,202)
INTEEESt PAIA .eerueereecencrtrieiertet et evaesse e e te e seessaseas e sensantastessessesnanseassnnen (2,938,036) (4,655,546)
- Net cash (used in) capital and related financing activities.......c.coccveceevenneae (10,327,820) (11,723,123)
Cash Flows From Investing Activities: '
Proceeds from sale and maturities of investment SECUTTIES ...ovueeerereecneerierrenenns 4,537,900 37,300
Acquistion of InVestmMent SECUTIHIES ...i.ccueirrennrererssrerneiareiesesesesesseaesessasssassnessass (1,000,000) (4,500,000)
Interest received .............. e eevestereeesissstesesnsnnasessnsrnraesetnetaaebaneneaisarabtneesaasrareetannn 349,779 610,193
Net cash provided by investing activities......c.cvevverecereneiceccirineierecireenenens 3,887,679 (3,852,507)
Net increase (decrease) in cash and cash equivalents ......cccceeveeveievecenens 3,397,322 (3,035,742)
Cash and cash equivalents, beginning of YEar ......cc.cccevceevieeevinieeesrsierceceresrenens 17,602,870 20,638,612
Cash and cash equivalents, end of YEar ......ccc.covveeeeciiecreceere e seees 21,000,192 17,602,870
Reconciliation to Balance Sheet:
Restricted cash and cash equivalents...........ceceeveeirereniciciisensee e 17,356,681 12,623,245
Unrestricted cash and cash equivalents.........coccoeveeiercnveenvenirnrercseeieensessesensenns 1,875,260 1,311,235
StabiliZAtion FUNAS.....covieeeeeirieeecireerieerreeceeeesvaeecmeessaees s sessssssvsmeessvas s snenseesn 1,768,251 3,668,390
Total cash and cash equIvValents.........cccoueeemicieeiecierreeencer e eeresenanas 21,000,192 17,602,870

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS - (Continued)

For the Fiscal Years Ended September 30, 2003 and 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrna Beach, Florida

Statement 3

2003 2002
Reconciliation of operating income to net cash provided by operating activities:
OPEIAtING INCOIME ..corvirerrerreerresiesssensesseeesesscsssssssssssanesmsssssansnsnensssssarssssorssonsssaransaes 6,539,863 5,521,996
Adjustments to reconcile operating income to net cash provided by
operating activities:
Depreciation, decommissioning, and nuclear fuel amortization .........cuu..... 5,177,510 5,021,093
Provision for 10555 0n 1eceivables ........vmiicrceieeiercrrreeniieeer e reeeseseennnns 42,301 62,297
Decrease (increase) in operating assets:
Accounts and notes 1eceivable ........occccreieereinirriniree e e eenas (1,374,328) 217,247
Unbilled accounts receivable .....ooeeeeiiviiecimeeeeereeccereercscire e ereessesranes (895,846) 1,767,398
INVENLOTIES .ovveerereieicerereecireeeeisreeesreeesesssesssasasesasesessesstnsssessssantnssseransennsen (20,978) (37,685)
Prepaid EXPENSES . .vevcceerriitiisien ettt st e e re s cesees e s s e (155,213) (221,776)
Increase (decrease) in operating liabilities:
ACCOUNLS PAYADIC «..veereiceiemicrt ettt e sns st bnanan 671,505 (327,070)
Due to other SOVEIMMENLS ...c.cciiiveeereeeirricentraerescesrsmserssesnsseesseemenrssasassnenes 66,529 (22,984)
CUSLOMET dEPOSIES «.eceeeieeiiicinceieineccsteee et scrccnieecesererenseencscmcsresneeacecens 85,314 162,414
Accrued Habilities......coveeceiectinierereereerecemeetsere st et eenseres e set e sanseans 32,103 (10,243)
Deferred HabIlItIEs ....ccooivverrimiriiicsireessiiesreneicseessseessnsaeesinssssneesssseessenserasaes 22,194 29,910
OHET INCOIME .uevvieeceieiieeeseereeeseeeesereessnssmsssessnseserassseasasssnsassannsnssrssssnseensansssnnn 336,526 433,355
Other eXpense .....c..coeeverncenee ettt et et et e b e e st et At a b e emenas st s ene e e eain (690,017) (56,064)
Net cash provided by operating activities .......cccceeeeimiceerercecrenneesieniennen 9,837,463 12,539,888

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2003 AND 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The ﬁnanc1a1 statements of the Utilities Commrssron City of New Smyma Beach, Florida (the “Utilities
Commission) are presented in conformity with accounting principles generally accepted in the United States
of America as applicable to governmental units. The existing hierarchy provides that accounting guidance
should first be sought in statements of the Governmental Accounting Standards Board (GASB). If the GASB
has not "issued a standard applicable to a situation, then pronouncements of the Financial Accounting
Standards Board (FASB) are presumed to apply except as described below under Measurement Focus and
Basis of Accounting. Additionally, the financial statements are presented substantially in conformity with
accounting principles and methods prescribed by the Federal Energy Regulatory Commission (FERC),
except for the method of accounting for contributed capital described in the notes to the financial statements.

The following is a summary of the more significant acc':bunting policies:

Reporting Entity: The Utilities Commission was created in 1967 through the passage of Chapter 67-1754,
Laws of Florida, Special Acts of 1967 (House Bill 1669), which amended the Charter of the City of New
Smyma Beach, Florida (the “City™) to create the Utilities Commission.” The Utilities Commission is
governed by a five-member board of Commissioners who are appointed by the City Commission. Utilities
Commissioners receive compensation of $100 per month ‘and may serve no more than three consecutive
three-year terms. In a referendum held in October, 1984, voters approved amendments to the City Charter
which (1) require City Commission approval for extensions of utility services outside the City limits; (2) give
the City Commission the right to review and approve the Utilities Commission's operating budget; and (3)
require City Commission approval before issuing or refunding revenue, certlﬁcates and entering into
contracts which exceed four years

The funds and entities’ related to the operation of the Utilities Commission are appropriately included as a
component unit of the City of New Smyrna Beach, Florida, and an integral part of the City's reporting entity
in accordance with the requirements of Statement 14 of the GASB, The Financial Reporting Entity. The
basic financial statements of the Utilities Commission are incorporated in the City's Comprehensive Annual
Financial Report as an enterprise fund activity. Complete financial statements of the City of New Smyrna
Beach, Florida, the primary government of the Utilities Commrssron can be obtained directly from the City’s
admlmstratwe offices, which is as follows:

Admlmstratlve Office:

Crty of New Smyma Beach, Florida
: 210 Sams Avenue
New Smyrna Beach, Florida 32168 -

The Utilities Commission maintains a 0.5608% undivided participant -interest’ with Florida Power
Corporation at it’s Crystal River Unit 3 nuclear generation facility. Pursuant to this agreement, all fiscal,
budgetary and operational control is maintained exclusively by Florida Power Corporation. The agreement
and the related ownership interest have remained consistent for the years ended: September 30, 2003 and
2002. This agreement does not meet the criteria of a joint venture as specified in Statement 14 of the
Governmental Accounting Standards Board. -
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
SEPTEMBER 30, 2003 AND 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

In 1983, the Utilities Commission entered into a participation agreement with Florida Municipal Power
Agency (FMPA) for an entitlement share of electric capacity and electric energy from FMPA's undivided
ownership interest in Florida Power and Light Company's St. Lucie Unit No. 2, a nuclear generating unit.
The Utilities Commission's role in the agreement is limited to that of a participant contractually obligated to
purchase electric capacity and electric energy. The agreement between the Utilities Commission and FMPA
does not meet the criteria for inclusion within the reporting entity of the Utilities Commission. The
agreement specifically provides that the arrangement is not a joint venture and neither FMPA nor the other
utilities which entered into. participation agreements with FMPA for entitlement shares from FMPA's
undivided ownership interest in St. Lucie Unit No. 2 are accounting for the agreement as a joint venture.
Accordingly, the Utilities Commission is not accounting for the agreement as a joint venture.

On March 17, 1998 the Utilities Commission entered into an Interlocal Agreement creating the Florida
Electric Power Alliance (FEPA) by and among the City of Homestead, City of Lake Worth, and the Utilities
Commission, City of New Smyma Beach, Florida, for the purpose coordinating certain joint electric power
supply projects. On April 28, 1999 FEPA entered into a contract with Florida Power and Light for the
purpose of marketing and trading excess capacity and energy. The initial term of the agreement was for the
period from May 1, 1999 to October 31, 1999 and will be automatically extended in additional six month
increments. The agreement specifically provides that the arrangement is not a joint venture, but rather is an
“agency” created under the authority of Chapter 163, Part I, Florida Statutes, as amended. Neither FEPA nor
the underlying utilities which entered into the agreement are accounting for the agreement as a joint venture.
Accordingly, the Utilities Commission is not accounting for the agreement as a joint venture.

New Accounting Pronouncements: The Governmental Accounting Standards Board (GASB) has issued
Statement of Accounting Standards No. 34, Basic Financial Statements — and Management's Discussion and
Analysis — for State and Local Governments (SGAS 34). The Utilities Commission elected to implement the
provisions of SGAS 34 for the year ended September 30, 2001. Statement 34 established standards for
external financial reporting for all state and local governmental entities which includes a statement of net
assets, a statement of activities and changes in net assets and a statement of cash flows. It requires the
classification of net assets into three components invested in capital assets, net of related debt; restricted; and
unrestricted. These classifications are defined as follows:

* Invested in capital assets, net of related debt - This component of net assets consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. If there are significant unspent related debt proceeds at
year-end, the portion of the debt attributable to the unspent proceeds are not included in the
calculation of invested in capital assets, net of related debt. Rather, that portion of the debt is
included in the same net assets component as the unspent proceeds.

o Restricted - This component of net assets consists of constraints placed on net asset use through
external constraints imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

e Unrestricted net assets - The component of net asset consist of net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related debt.”
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
SEPTEMBER 30,2003 AND 2002 -~ ,

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

The adoption of Statement No. 34 had no effect on the basic financial statements except for the classification
of net assets in accordance with the Statement and the reflection of capital contrlbutxons as a change in net
assets.

Basis of Presentation: The financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America and include all the activities of the Utilities Commission.
By ‘virtue of its municipal ownership, the financial affairs of the Utilities Commission are not subject to the
oversight of, or regulation by, the Florida Public Service'Commission. While not required, the accounting
records of the Utilities Commission are maintained in accordance with the uniform systems of accounts
prescribed by the Federal Energy Regulatory Commission (FERC) and the Florida Public Service
Commission (FPSC).  As a result, the accounting provisions permitted under 'Statement of Financial
Accounting Standards No. 71, Accounting for the Ejfects of Certazn Types of Regulatzon (SFAS 71), have not
been adopted by the Utilities Commission. '

The Utilities Commission has elected to not apply FASB statements and interpretations issued after
November 30, 1989, as permitted by Government Accounting Standards Board (GASB) Statement No. 20,
“Accounting and Financial Reportmg for Proprzetazy Funds and Other Governmental Entttzes that use
Proprzetary Fund Accounting.” ‘

Basis of Accounting: Basis of accounting refers to when revenues and expenses are recognized in the
accounts and reported in the financial statements. It relates to the timing of the measurements made,
regardless of the measurement focus applied. The Utilities Commission’s financial statements are prepared
on the accrual basis of accounting. By utilizing this method revenues are recognized when they are earned,
and expenses are recognized as they are incurred. Unbllled utility service receivables are recognized to
provnde a better matching of service revenues and the costs of prowdlng the service.

Budget and Budgetary Accounting: An annual revenue and expense budget is prepared for the combined
electric, water, wastewater and telecommunications utility systems. In accordance with the Utilities
Commission’s budget policy, the approved budget is submltted to the City of New Smyma Beach prior to
May 1 of each fiscal year for subsequent City Comm1ssxon approval The budget was adopted on a basis
consistent with generally accepted accounting prmcxples (GAAP) except that certain other cash receipts and
payments are treated as budgetary items to maintain’ ‘effective fiscal and budgetary control over the collection
and disposition of all Utilities Commlsswn resources. ‘Specific budgetary control is exercised over internal
operating transfers to restncted funds, payments of pnnmpal on long-term debt obllgatlons and collections
of “contributed capital which are recognized in the budget as additions arid/or deductions to reconcile
budgeted net cash receipts to reported net income (loss) for each system. Budget approprlatlons are prepared
by the administrative staff and approved as provided by law by the Utilities Commission. Budgetary control
is ‘exercised at the departmental level. Budget amendments if any, can be requested by the General
Manager/CEO However all budget amendments must be approved by the Utxlltles Comm1551on

Unexpended appropnatlons for operatlons lapse at year—end ‘No supp]emental appropnatlons were required
for the current year.

Usé of Estimates and Assumptions: In preparmg financial statements that conform with generally accepted
accounting prmcrples, management makes estimates and assumptlons that affect thé reported amounts of
assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
SEPTEMBER 30, 2003 AND 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

amounts of revenues and expenses reflected during the reporting period. Actual results could differ from
those estimates. '

Cash and Cash Equivalents: The Utilities Commission invests all cash balances in interest bearing
accounts. Eamnings from these investments are appropriately allocated to the investing fund accounts based
upon the investment equity and are used, where applicable, to finance general Utilities Commission
operations. For purposes of the statement of cash flows, all highly liquid debt instruments (including
restricted and internally designated funds) purchased with original maturity dates of three months or less are
considered cash equivalents.

Investments: Investments are recorded at cost or amortized cost, which approximates market. Adjustments
are made to cost, for any premium or discount, which is amortized over the maturity of the investment.
Investments in U.S. Treasury and agency obligations with maturities of one year or less when purchased are
reported on the balance sheet at their amortized cost. All other investments are reported at fair value.

Receivables: Accounts receivable have been reported net of an allowance for uncollectible accounts, which
has been provided based upon management’s analysis of historical trends. . Utility operating revenues are
recognized on the basis of cycle billings rendered monthly. Unbilled accounts receivable are accrued at
September 30th, to recognize the sales revenues eamed between the last utility meter reading date made
through the end of the year.

Inventories: Inventories are priced at cost by the use of the "first-in, first-out" method of accounting. The
effect of this method is to flow the costs of the materials and supplies in the order in which they are
purchased and to assign a balance sheet inventory valuation more nearly at current replacement value.
Electric line transformers, electric meters, and replacement units for the generating plants are classified as
utility plant in accordance with accepted industry practices set forth by the National Association of
Regulatory Utilities Commissioners (NARUC).

Unamortized Debt Discount, Issuance Expenses, and Deferred Amount from Refunding: Original issue
discounts, debt issuance expenses, and deferred amounts from the advance refunding of outstanding revenue
certificates are appropriately deferred and amortized over the remaining terms of the applicable debt issues
(or life of the old debt, whichever is shorter, for deferred amounts from the advance refunding) using the
bonds outstanding method, which approximates the interest method. Unamortized debt discounts and
deferred amounts from the advance refunding of long-term debt are presented in aggregate in the financial
statements as a reduction of the carrying cost of the related long-term debt. The unamortized debt issuance
costs are presented as other assets.

Utility Plant: Utility plant is stated at historical or estimated historical cost. Generally, property, plant and
equipment with initial individual costs that equal or exceed $750 and with estimated useful lives of more
than one year are recorded as capital assets. Maintenance and repairs of property, and replacements and
renewals of items determined to be less than units of property, are charged to maintenance expense. The cost
of units of property replaced, renewed or retired, plus removal or disposal costs, less salvage, is charged to
accumulated depreciation. Donated utility plant is stated at its estimated fair market value on the date
donated. Construction period interest is capitalized, net of interest eamed on unexpended construction funds
in accordance with the applicable provisions of Financial Accounting Standards No. 62. All capitalized
interest is depreciated over the remaining useful lives of the related assets.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
SEPTEMBER 30, 2003 AND 2002 E

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH; FLORIDA
NEW SMYRNA BEACH, FLORIDA

Depréciaiion and Amortization: For financial reporting purposes, substantially all depreciation of utility
plant other than nuclear fuel is computed on the straight-line method based on the estimated remaining useful
life of the property, adjusted for estimated net salvage, which are as follows:

* Years
‘Electric System:
Production plant:
Nuclear prodUCon......covcrerreerreeieeeseessieesasessns e eeransess evererarnenes el 27
" Diesel production ....c..ccveeeceeeencerreesrennacessenns e ierureteresnerereea e saesenaereanerens 20-40
Transmission plant.......e.ceeevuerereeeennnes. e eeiereeree e sanans rereretieenenens 30-55
DiStTIDUON PIANT «.eorueereveceeceeereeeeessessessessensesaessessesessseesessssesesessssassasssssenns 28-45
General plant: ‘
Structures and improvements................. SRR ORI S 40
Other general plant........coeeveeriveeerneennnas 5-20
Water System: ' - ) ‘
Source of suppPly Plant ..ottt 25-50
Pumping plant ... e 35
- Water treatment plant..........cceeveneee.. etete et et a s e n et et beae s aeteaesetan * o 740-50
“Transmission and distribution plant...........ieivieleioneledoninensennens el 725250
* General plant: - ‘
" Structures and IMPIOVEMENTS......ovueeveeeeelsieriacrerese s s sesensssesesssssesesssens 35
“Other Zeneral PIant....c.ccceececreiessreriessesereseseseseeceseiesessesssssssssssesasnasssionns " 10-35
Pollution Control System: .
COlLECHON PIANL......vreererriereierieeiesseeeeeesiiseessssessisssassesetesessssesessssssesesssnssenas 35-50
Pumping plant: '
Structures and iIMProvemMents...........cccvveeeeveeereereescrnseesennens rveermeeanenenteaenee 50
Pumping eqUIPMENL ...c.coevieriernnrienimereceesseorsssnnenosesnns emeeeeenssenas et nne - 25
" Treatment and disposal plant......... PRSI eeetearre et neae e eeneand eeveren 25-40
General plant.........ccociveeiniennnieneecerennesceees reeetreeoreeserens eereneene erereeerenens 10-50
Common Plant: C g -
Structures and iMProVEMENTS........cciverreererecrcrraereereersenrasnssseeseraessanssaees oo 35
Other general plant........coiccereieireinnenre e e e sae e s seenesannens 5-15
Water Reuse System: S
Structures and IMPIOVEIMENTS....cocciieeicrerresistmsiceniniisissrrreseesssesseesnessesereseeens 50
- Transmission and distribution plant ‘ ' - 50

Amortization of nuclear fuel costs, including ® disposal costs associated with obligations to the U.S.
Department of Energy (DOE), is computed primarily on the unit-of-production method and charged to fuel
expense. - Costs related to obligations to the DOE for the decomm1351onmg and decontammatxon of
enrichment facﬂmes are also charged to fuel expense oo

Nuclear Plant Decommnssnonmg and Dismantlement Provisions: Provisions for nuclear plant
decommissioning costs ‘are based on site-specific’ estlmates that include the costs for removal’ of all
radioactive and ‘other structures at the nuclear p]ant site. " The Utilities ‘Comniission’s pro-rata share of
estimated decomm1551onmg costs are amortized on'a stralght-lme basis ‘over the’ remammg perlod of the
nuclear plant’s operating license and are mcluded in deprecxatlon and amortlzatlon expense.
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NOTES TO THE FINANCIAL STATEMENTS - (CONTINUED)
SEPTEMBER 30, 2003 AND 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Compensated Absences: The portion of employee payroll costs paid subsequent to year-end attributable to
services performed prior to year-end is recorded and recognized as a current liability. Employees earn
annual personal leave time (includes vacation, sick and personal leave time) at the rate of 160 hours to 240
hours per fiscal year, depending of the number of years of service, measured on the anniversary date, which
is October 1 for all employees. Employees are required to use 50% of the time accrued each year and may
retain the balance for use in succeeding years. The maximum amount of hours that can be accumulated at
the end of each year fiscal year is 480 hours. Employees with accrued personal leave time over this amount
at year-end are paid for all hours in excess of 240 hours or 480 hours, depending on employee election.
Payments for any excess hours are made in December of each year based on the employee’s regular straight
time pay-rate as of preceding September 30",

Operating Reserve (for Nuclear Re-Fueling costs): The reserve for nuclear re-fueling and maintenance
outage is an operating reserve established to account for the estimated charges to be incurred for the removal
and installation of nuclear fuel assemblies. Charges are made to the reserve at the time actual re-fueling
takes place.

Rates, Revenues and Fuel Expense: Revenues are recognized based on monthly cycle billings to
customers. The rate schedules are approved by the Utilities Commission. The electric rate schedule contains
an energy cost adjustment clause which reflects the cost of fuel as well as the energy and fuel components of
purchased power. Generally, the effect of the increase/decrease in the cost of energy is recovered over a
twelve month period and is determined as the difference between actual applicable fuel costs and the costs
actually billed during the same period. The cost of nuclear fuel is amortized to fuel expense based on the
quantity of heat produced for generation of electric energy in relation to the quantity of heat expected to be
produced over the life of the nuclear fuel core.

Operating revenues and expenses result from providing utility services, which is the principal ongoing
operation of the Utilities Commission. The principal operating revenues are charges to customers for sales
and service. Operating expenses include the cost of sales and services, administrative expenses, and
depreciation on utility plant assets. All revenues and expenses no meeting this definition are reported as non
operating revenues and expenses.

NOTE 2 - CASH DEPOSITS AND INVESTMENTS

Pursuant to the applicable provisions of Chapter 280, Florida Statutes, The Florida Security for Public
Deposits Act ("the Act"), the State of Florida, Department of Insurance, Bureau of Collateral Securities, and
the Department of Treasury have established specific requirements relative to the security and
collateralization for public deposits. Accordingly, banks qualifying as a public depository in the State of
Florida must adopt the necessary procedures outlined in these statutes and meet all of the requirements of this
chapter to be designated by the State Treasurer as eligible to receive deposits from municipal depositors.
Collateral having a market value equal to 50% of the average daily balance for each month of all public
deposits in excess of any applicable depository insurance is required to be pledged or deposited with the
State Treasurer to secure such deposits. Additional collateral, up to a maximum of 125% may be required if
deemed necessary under the conditions set forth in the Act. Securities eligible to be pledged as collateral are
generally limited to obligations of the United States government and any state thereof and are held in the
name of the State Treasurer's office. Compliance with the provisions of Chapter 280, Florida Statutes, is
monitored by the Department of Insurance. '
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NEW SMYRNA BEACH, FLORIDA

Deposits: At September 30, 2003, the carrying amount of the Utilities Commission's deposits, including
money market funds held with financial institutions, was $1,890,151 and the September 30, 2003, bank
balances totaled $2,581,044 of which $100,000 was covered by federal depository insurance, $1,229,752 was
secured in accordance with the statutory provisions of the Act, and $1,239,588 was held in unsecured,
uncollateralized ‘money market mutual funds. Included in the carrying amount of Ut111t1es Commlssmn
deposits is $11 ,704 in petty cash and change funds.

Carrymg Bank
Amount Balance
" Insured (FDIC) .. i ceeeceeeeseere e sesaeaecaesresnesesanns $ 638,859 § 1,329,752
Uninsured: ' ,
Uncollateralized ... .ovneviieecceeeoscensesineeessesssssneesenns 1,239,588 1,239,588
CASH FUNGS.vvveeeeeereseseeoeeee oo eeeeeeesseseeeeeeeememseesieeesseees 11,704 11,704
Total dEPOSILS....icceveereuerirerrcrreserrtnrie s ceaeresresesessesneons $1,890,151 $_2,581,044

Investments: The Utilities Commission's investment policies are governed by state statutes and local
resolution. Allowable investment instruments include: bonds, notes, certificates of indebtedness, treasury
bills, or other securities which are guaranteed by the full faith and credit of the United States of America,
interest bearing savings accounts, interest bearing certificates of deposit and interest bearing time deposits.
At September 30, 2003, the Utilities Commission's investments included United States Treasury State and
Local Government (SLGS) Bonds, mortgage-backed securities, and overnight investments in money market
funds, which were secured by U. S. Treasury obligations. The investments are categorized to give an
indication of the level of risk assumed by the Utilities Commission at year-end. Category 1 includes
investments that are insured, registered, or for which the securities are held by the Utilities Commission or its
agent in the Utilities Commission's name. Category 2 includes uninsured and unregistered investments for
which the securities are held by the banks' trust departments or agents in the Utilities Commission's name.
Category 3 includes uninsured and unregistered investments for which the securities are held by the banks, or
by their trust departments or agents but not in the Utilities Comm1551on S name. : :

At September 30, 2003, the Utilities Commission's cash and investments are categorized as follows:

Lo ) Category E Carrying ‘Fair
Type of Investment 1 2 3 Value Value
U.S. Treasury State and Local Government ) o
Series (SLGS) Bonds ...c.oevceverenviecrcnieeeienne $ 54,900 ‘ ‘ ’ " 54,900 54,900
Federal Home Loan Bank Unsecured Bonds ....... 1,000,000 1,000,000 1,005,630
Repurchase agreements.......c.coevvivererecrvenrnnarncaeas $ 0 0 19121452 19,121,452 19,107,097
TOtALS.cueereeeeeeeererereenrenienreraeeenesasessnreanesnenrnsanen $ 54,900 _1,000,000 19,121,452 20,176,352 20,167,627
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NOTE 3 - RESTRICTED AND INTERNALLY DESIGNATED ASSETS

Certain cash and investments are externally restricted by revenue certificate resolutions, nuclear generation
facility decommissioning trusts and customer agreements. The Utilities Commission’s restricted assets
consist of the following accounts:

September 30,
2003 2002
Debt service and related funds:
Principal and interest funds........ccccereeiimiiecinrnceee e $ 2,299,904 3,086,141
Debt service reserve funds..........occoveeeemeiceceereeeiieniccee e 539,839 539,839
2,839,743 3,625,980
Nuclear generation facility decommissioning funds.......ccecvecermenneneee. 2,567,289 2.422.153
Renewal and replacement funds......ccccceeveevveeeeeeiiccceecceieceee e ere s 11,504,914 9.744.916
CUSLOMET dEPOSIES ...coureecrecntieerieererrerettrereseereeesreee et seneee e seneensmneneas 1,517,204 1.431.890
Total restricted BSSLLS censisrmaenseronni st b $_18,429,150 17,224,939
Total restricted assets consist of’
Cash and cash equivalents .......cccocccceerieerieieesneriererece e ennens $ 17,356,681 12,623,245
INVEStMENLS, At COStunniiiiiiririririeieciirerseeceeeereecrrreeeses s eneeeaeessesannnes 1,054,900 4,592,800
Accrued interest receivable......oovieiiiceriiieeeer e 17,569 8,894
Total restricted fUNAS.....coeceeeeeeceiceeeeeeree et cener e eee e $_18,429.150 17,224,939

Internally designated assets include certain cash and investments that have been internally designated by the
Utilities Commission’s governing board and earn the same interest rate as its operating investment portfolio.
These funds are comprised of the following:

Internally designated funds:
Rate Stabilization Fund:

Cash and cash equivalents .........cceeeeoevererrinneccnnnenescereeseenens $ 1,765,307 3,664,387
Accrued interest receivable.......cccoveeiieiiee et 2,944 4.003
Total internally designated funds.......c.cceecevvereeeereeccreciieceeccecnen $ _1,768.251 3,668,390
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NOTE 4 - UTILITY PLANT

A summary of utility plant at September 30, 2003 and 2002 is as follows:

Wastewater September 30,
Electric Water _and Water reuse_Common 2003
Land and land fightS......ccceececeneninncnissesnereccsnsennenes - $1,672,728 483,946 381,642 743,588 3,281,904
Structures and IMProvements ........ccooeeercereeescescvennenes T 2,590,500 5,136,725 9,797,085 2,440,648 19,964,958
Production and treatment plant............ eeereeratsrnsrsnness 24, 214 968 6,455,478 13,890,943 -0 44,561,389
Transmission, distribution, and . ’ :
collection and treatment plant.........cc.eecrevereeseecnn. 47 686 752 24,129,034 27,718,196 0 99,533,982
Other general plant and eqUIPMENL.........uceemeruccnnns .2.1,708.298 _ 1,027,839 1,723.933 _ 4247543 _ 8707613
X 77,873,246 37,233,022 53,511,799 7,431,779 176,049,846
Accumulated depreciation.......cvccieeeiveeereecireensesseneas ’ (35 871,989) (12,282 785) (11,905 550) (3,997 636) (64,057,960)
Allowance for decommissioning........eceeieeersnscrens (2,567.289) -0 _(2.567.289)
- . 39,433,968 24,950,237 41,606,249 3,434,143 109,424,597
Construction in progress......c.c.ceuee... st rsereres 2,091,201 937,590 320,422 . | 235,024 3,584,237
Plant held for future use 9,173,992 0 0 0 9,173,992
Nuclear fuel, net ofamortlzatlon .............................. 211416 0 0 _ 0 2]1 416
Ull]lty Plant, BEt ...t cer e e eeenas $.50910,577 _25,887,827 41,926,67} ggg ggg ; ggg, 42
Wastewater September 30,
-~ “Electric -~ Water _and Water reuse Common __- 2002
Land and land rights.......cccevevinimnrenireenn. crerenesnns $1,672,728 483,946 381,642 743,588 3,281,904
Structures and improvements ............... . 2,590,500 5,112,725 9,797,085 2,408,821 19,909,131
Production and treatment plant ) 24,118,422 ' ' 6,422,368 13,887,119 - 0 44427909
Transmission, distribution, and R ' . : :
collection and treatment plant......cccovvvecrrecnnees - - 46,675,183 - 22,892232 26,395,425 0 95,962,840
Other general plant and equipment.........cccereerureanee. 1.618,185 _ 905,980 1,445,147 _4,158440 _ 8127752
‘ o 76,675,018 = 35,817,251 51,906,418 7,310,849 171,709,536
Accumulated depreciation........cc.ccueueee " . (33 385,198) (l] 457 5 15) (10 568 067) (3,818 362) (59,229,142)
Allowance for decommissioning : »(2422.153) - 0_(2.422.153)
: : 40,867,667 24,359,736 41,338,351 3,492,487 110,058,241
Construction in Progress.......ocourvenressssecssssnscinsannnee - 1,478,211 1,079,547 340,046 106,692 3,004,496
Plant held for future use ......ccoeveeerecirevereicericenes 9,173,992 o . 0 . .0 9,173,992
Nuclear fuel, net of amortization........ccccveveeverrvreeenens 102970 0 ' 0 0 102,970

UHEItY PANY, B werceeeesrer e seesesereesr e $_51,622,840 _25439283 41678397 _3,599,179 122,339,609

Deprecxatlon expense totaled $4,904, 128 and $4 737 946 for 2003 and 2002 respectlvely There were no
capitalized interest costs associated with expansion and improvements made to utility plant for the fiscal
years ended September 30, 2003 and 2002.
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A summary of utility plant activity for the year ended September 30, 2003 is as follows:

Beginning End
of Year _Acaquisitions _ Disposals of Year
Land and land rights.....cccccoereeveenecinnnene $ 3,281,904 0 0 3,281,904
Structures and improvements................. 19,909,131 55,827 0 19,964,958
Production and treatment plant.............. 44,427,909 133,480 0 44,561,389
Transmission, distribution, and
collection and treatment plant ........... 95,962,840 3,610,065 (38,923) 99,533,982
Other general plant and equipment........ 8,127,752 632,300 (52.439) 8,707,613
171,709,536 4,431,672 (91,362) 176,049,846
Accumulated depreciation.......cccccevernen (59,229,142) (4,904,128) 75,310  (64,057,960)
Allowance for decommissioning........... (2.422,153) (145.136) 0 (2,567,289)
110,058,241 (617,592) (16,052) 109,424,597
Construction In Progress.....ec e eeeerreeeraee 3,004,496 5,509,394 (4,929,653) 3,584,237
Plant held for future use ...cocoeevvereeernneene. 9,173,992 0 0 9,173,992
Nuclear fuel, net of amortization........... 102,970 236,692 (128,246) 211,416
Utility plant, net .....coeeeereveeerecierenne $ 122,339699 _5,128494 _(5,073,951) 122,394,242

NOTE 5 - DECOMMISSIONING AND DISMANTLEMENT PROVISIONS

Provisions for nuclear decommissioning costs associated with the Utilities Commission’s 0.5608% undivided
participant interest with Florida Power Corporation at it’s Crystal River Unit 3 (CR3) nuclear generation
facility are approved the Florida Public Service Commission. Florida Power’s most recent site-specific
estimates of decommissioning costs for the CR3 nuclear plant were developed in 2000, using 2000 cost
factors, and are based on prompt dismantlement decommissioning, which reflects the cost of removal of all
radioactive and other structures at the site, with such removal occurring shortly after operating license
expiration. The Utilities Commission’s share of these estimated costs, in 2000 dollars was $2.89 million and
is subject to change based on a variety of factors including, but not limited to, cost escalation, changes in
technology applicable to nuclear decommissioning and changes in federal, state or local regulations.
Decommissioning cost provisions, which are included in depreciation and amortization expense, were
$145,136 and $161,470 for the years ended September 30, 2003 and 2002, respectively.

Accumulated decommissioning costs, which are included in accumulated depreciation, were $2,567,289 and
$2,422,153 at September 30, 2003 and 2002, respectively. These costs include amounts retained internally in
decommissioning trusts. Trust eamnings increase the trust balance with a corresponding increase in the
accumulated decommissioning balance. These balances are adjusted for net unrealized gains and losses
related to changes in the fair value of trust assets.

Management believes that the plant decommissioning costs being recovered through the Ultilities

Commission’s present electric utility rate structure are currently sufficient to provide for the costs of
decommissioning. :
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
SEPTEMBER 30, 2003 AND 2002:

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

NOTE 6 - NET ASSETS

Net assets represent the difference between -assets and liabilities. The -following is a summary of the
mdmdual components of the Utilities Commission’s net assets at September 30™:

September 30,
~ 2003 2002
Invested in utility plant, net of related debt: - ’
Net LY PlANt. it e e s $ 122,394242 122,339,699
Add::  Funds restricted for debt SEIVICE ...omeviiveeerisieeereereeeereeeenens 2,299904 3,086,141
Funds restricted for future deéommissidning COStS....eenen - © 2,567,289 2,422,153
Funds restricted for repayment of customer dep051ts ........... 1,517,204 - 1,431,890
Less:  Revenue certificates payable (net) ....cciveenneee. eieeeeerieneaeares (44,766,225)  (48,484,090)
Notes payable (Net)..cc.ccineneecinierenenecireseeseeeeseeeas (38,227,355) - (39,756,331)
Accrued interest payable on Iong-tcrm debt..;;.‘....' ................ ' (297,778) (365,662)

Customerdeposxts ............................... letiiieiuesnaneeeeeneeeeanaens (1,517.204) - _(1.,431.,890)
S 43.970.077 39,241,910

Rcsmcted for debt service: SR
Funds restricted for debt service reserve purposes........cocceeeceveeeccennees 539,839 539,839

Restricted for renewal and replacement: e
Funds legally restricted for renewal and replacement ..........ccoceeeee.e. 11,504,914 9,744,916
Less:  Accounts payable from restricted funds........ccccovecceencncnnenn _(551,513) (8.172)
: 10,953,401 9,736,744
.Total net assets invested and restricted ......ccovceevevvieriveeenens 55,463,317 49,518,493
Unrestrxcted TIEL ASSELS tivvreereerecerernrrnecrsnressaersesssseessessmesassassssrsesannaeess 11,404,708 9.695.283
Total NEt ASSELS ..coiireieiierirereee et st aes $_66,868,025 59,213,776

Included in unrestricted net assets are internally designated funds for renewal and replacement amounting to
$1,875,260 and $1,311,235 as of September 30, 2003 and 2002, respectively. In addition to the amounts
legally required to fund the renewal and replacement fund in accordance with long-term debt covenants and
for amounts received from developer agreements for service capacity fees, both of which are legally
restricted, additional funding above the mandatory legally restricted requirements is internally designated for
renewal and replacement projects to internally finance routine utility plant expansion and upgrades.
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NOTE 7 - LONG-TERM DEBT

A summary of long-term debt outstanding at September 30", is as follows:

September 30,
2003 2002
Utilities System Revenue Certificates, Series 1992--4.10% to 5.60%
due serially to 2004, with $515,000 (5.35%), $1,020,000 (5.80%)
$1,230,000 (6.00%) and $10,160,000 (6.00%) term bonds due in
2002, 2007, 2010, and 2013, respectively; called for redemption
ON OCtober 1, 2002 ... eceeee e ire e e re e e e eesssae e senneesessnaens $ 0 270,000
Utilities System Refunding Revenue Certificates, Series 1993--4.75%
due serially to 2011; called for redemption on October 1, 2002, with
$1,245,000 (5.00%) and $1,285,000 (5.00%) term bonds due in 2018
and 2019, respectiVely ...oocvecmieieceeereeree et 2,530,000 3,240,000
Utilities System Refunding Revenue Certificates, Series 1996--4.10%
to 5.30% due serially to 2011, to be called for redemption on
October 1, 2004 ...t eees st ecesere e et s sne et b e asnnens 6,155,000 7,905,000
Utilities System Refunding Revenue Certificates, Series 2002 --2.75%
t0 5.00% due serially t0 2017 .....cecreerreere e aens 37.695.000 39.035.000
Total utilities revenue certificates outstanding......c.cceeeeerrerrcrrnnnen 46,380,000 50,450,000
Less: current maturities:
Series 1992 CertifICaAtES .ovvvrneeriieiirreiieceeeeieesietieessssnreeeesssesrsesseesanses 0 (270,000)
Series 1993 Certificates ....coumuienenieerenicnrereere e ece e PR 0 (710,000)
Series 1996 Certificates.....cuunmierrriereeenienerrerreereerenssesasseseeesnesnans (1,825,000) (1,750,000)
Series 2002 Certificates......ccceeiecrrverccrrerieererirreereseessessensnesseeessnneenee _( 0 _( 0)
: (1.825,000) _ (2,730,000)
Long-term certificate debt .......ccoverreeiriieccemireereeceeecre e 44,555,000 47,720,000
Plus: unamortized debt Premium .......ccoecvvicviieienincrn s veeeeresereesieeennes 868,729 1,040,103
Less: deferred amount on advance refunding.......c.cceeeeeveereereeeerseeeensenns (2,398,465) (2,910,486)
unamortized debt diSCOUNL.......ccoerrevieversrienriecresteseeereeeeserieenees (84,039) (95.527)
Net long-term certificate debt.......ccovoieeeeernerreereeeerrereeeeaeeeeaens 42,941,225 45,754,090
Notes Payable:
State Revolving Loan Fund—construction loans consisting of
$8,521,618, bearing interest at 3.22% per annum, $1,778,378,
bearing interest at 3.18% per annum, and $7,135,931 bearing
interest at 3.11% per annum; payable in equal semi-annual
payments of $639,359, and maturing in August, 2019.................. $ 15,949,355 16,704,331
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September 30,
2003 2002

$12,200,000 payable to Florida Municipal Power Agency, as agent

for Initial Pooled Loan Project, at a variable interest rate; interest

payable monthly with annual principal payments over 20 year

term; repayment commencing on April 1, 2001 and maturing in -

APTE 2020..cniieieriiieeeereecinneeiernee s sessesaetessesesestaseassssneerssseannnesns 11,030,000 11,435,000
$3,000,000 payable to Florida Municipal Power Agency, as agent

for Initial Pooled Loan Project, at a variable interest rate; interest

payable monthly with annual principal payments over 20 year

term; repayment commencing on October 1, 2001 and maturing

in October 2020 ......ccceeviveerereesernecnrennroseans eeeriesnessenseeas eeeereeeienenes 2,733,000 2,827,000
$9,050,000 payable to Florida Municipal Power Agency, as agent "

for Initial Pooled Loan Project, at a variable interest rate; interest

payable monthly with annual principal payments over 20 year

term; repayment commencing on December 1, 2001 and

maturing in December 2020 .......cccciveeivrinrerecernneecrereereereee e 8,515,000 8,790,000

Total notes payable .o cnee e tvvererrerersnnaenns 38,227,355 39,756,331

Less: current maturities:
State Revolving Fund Loan .........cccceeereinriane. Herrneeersen e aeaaennes " (779,103) (754,976)
FMPA Pooled 10ans......cccoccvvecrrveniivmmmnreneerionas Levebenenneeens eerereaeeernnas (814.000) . (680,000)
(1,593,103) (1,434.976)
Long-term portion of note payable............ccocurien.... eeteeresaenrrraanee 36,634,252 38,321,355

Total long-term debt, Net......ccooveiicveveerrrerneti e eenes

$_179,575477

84,075,445

A summary of borrowings and debt service activity for the year ended September 30, 2003 is as follows:

< ."Beginning

Maturities / End
~.of Year: Borrowings: Redemptions ° of Year
Utilities revenue certificates ........covveceveeirivnennn. $ 50,450,000 (4,070,000) 46,380,000
Notes payable.........cccceereieen. teerreeesaeaanreeseeeneeas © 39,756,331 (1,528.976) 38,227,355
Total OUtStanding Aebh....eeeerrrreerrseeesre s $ 90,206,331 (5,598.976) 84,607,355

The authorization for the above described revenue certificates outstanding (collectively referred to as the
"Certificates") provides that the Utilities Commission will not issue additional obligations except for the
construction and -acquisition of additions, extensions and improvements to the system or for refunding
purposes and except upon the parity conditions provided in the authorizing resolution. The Certificates are
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payable from and secured by a first lien upon and pledge of the net revenues derived from the operation of
the system. The Certificates do not constitute general indebtedness of the Utilities Commission or the City
of New Smyrna Beach, Florida (City), and the City is not obligated to levy any taxes for the payment thereof.

Under the terms of its long-term debt agreements, the Utilities Commission has agreed to maintain certain
restricted funds and to comply with the covenants contained in such agreements, which require specific
actions to be taken by the Utilities Commission. Certain of these agreements contain the following provision
relating to the right of the obligation holder:

"Any holder of certificates or any coupons appertaining thereto issued under the provision hereof
or any trustee acting for the holders of such certificates may by suit, action, mandamus or other
proceedings in any court of competent jurisdiction, protect and enforce any and all rights,
including the right to the appointment of a receiver, existing under the laws of the State of
Florida, or granted and contained herein, and may enforce and compel the performance of all
duties herein required or by any applicable statutes to be performed by the Commission or by
any officer thereof. Nothing herein, however, shall be construed to grant to any holder of the
certificates any lien on any real property of the Commission or the City."

The notes payable to the State of Florida, Department of Environmental Protection, State Revolving Fund
Loan are secured by pledged revenues of the Utilities Commission; however, the lien on the pledged
revenues is subordinate to the right of payment and security to the Revenue Certificates Payable - Series
1992, 1993, and 1996. The notes payable to the Florida Municipal Power Agency are secured by a pledge
and lien upon the Utilities Commission’s utility system revenues and are subordinate to the right of payment
and security to the Revenue Certificates and are on a parity with the State Revolving Fund Loan.

On August 7, 2002, the Commission issued $39,035,000 in Utilities System Refunding Revenue Certificates,
Series 2002, with an average interest rate of 3.78% to advance refund: (1) all of the outstanding Series 1992
Certificates maturing on October 1, 2003 through October 1, 2017, which will be called for redemption on
October 1, 2002 in the principal amount of $12,995,000 with an average interest rate of 5.86%, (2) a portion
of the outstanding Series 1993 Certificates maturing on October 1, 2003 through October 2017 and which
will be called for redemption on October 1, 2002 in the principal amount of $15,605,000 with an average
mterest rate of 5.07%, and (3) a portion of the outstanding 1996 Series Certificates maturing on April 1, 2005
through October 1, 2011 and which will be called for redemption on October 1, 2004 in the principal amount
of $9,665,000 with an average interest rate of 5.07. The net proceeds of $39.6 million (after payment of
$487,630 in underwriting fees, insurance, and other issuance costs) plus $685,256 in excess 1992, 1993, and
1996 sinking fund monies were used to purchase $40,284,821 in U.S. government securities at the date of
closing. The U.S. government securities were deposited in an irrevocable trust with an escrow agent to
provide for all future debt service payments on the 1992, 1993, and 1996 certificates through October 1,
2002, when the 1992 and 1993 Series certificates will be called for complete redemption and through
October 1, 2004, when the 1996 Series certificates will be called for complete redemption. As a result, the
1992 and a portion of the 1993 and 1996 Series certificates are considered to be defeased and the liability for
those certificates has been removed at August 7, 2002.

Although the advance refunding resulted in the recognition of a deferred loss on advance refunding in the
amount of $2,780,798 (which will be amortized over the life of the refunding certificates) for the year ended
September 30, 2002, the Commission in effect reduced its aggregate debt service payments by almost $3.0
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million over the next 15 years and obtained an economic gain (difference between the present values of the
old and new debt service payments, adjusted for old and new sinking funds on hand) of $2.5 million.

Aggregate annual long-term debt service requirements in each of the next f’ ive years (and five-year
mcrements thereafter) are as follows:

" Revenue Note Payablé Notes Payable

Fiscal Year Ending Certificates - SRF Loan FMPA Totals
September 30, 2004 .......ccoeereneene $ 5,075,036 1,278,718 1,167,510 7,521,264
September 30, 2005 ............... S $ 4,337,284 - 1,278,718 1,187,667 6,803,669

‘September 30, 2006 ...................... § 5,039,652 - 1,278,718 1,223,069 7,541,439
September 30, 2007 ......... veereenees $ 5,037,778 1,278,718 1,247,661 7,564,157
September 30, 2008 .......cccccenreeeenne $ 5,036,462 1,278,718 1,281,458 7,596,638
-Thereatfter............. v - $38,238,980 - 14,065,903 19,886,839 72,191,722

NOTE 8 - PRIOR YEARS' DEFEASANCE OF DEBT

In prior years, the Utilities Commission defeased ‘certain of its outstanding utilities revenue certificates (and
certain ‘general obhgatlon bonds of the City of New Smymna Beach, Florlda) originally issued for the System
and payable from revenues derived from the operation of the utilities systems by placing the proceeds of new
certificates in irrevocable trusts to provide for -all future debt service payments on the defeased
certificates/bonds. Accordingly, the trust account assets and the liabilities for the defeased bonds are not
included in the accompanying financial statements. They include the following at September 30,2003

1978 Refunding: ’
Series 1965--4.2% to 4.25% due through 2004 .......................... $ 185,000
. Series'17975--3.75% to 6.2% due thfou‘gh 2004 ..., 200,000
Series 1975A--5.0% to 6.6% due through 2005 ......................... 940,000
2002 Refunding:
Series 1996—4.8% to 5.3% due through 2011........ccccoveevnnneene 9,665,000

NOTEO - REQUIRED PAYMENT ToO CITY

The legislation that created the Utilities Commission requires it to pay to the general fund of the City of New
Smyma Beach a sum equal to six percent (6%) of the gross revenues from utilities under Utilities
Commission control. This payment is subordinate to the debt service requirement of all utilities revenue
certificates and is recorded as a quasi-external transaction for financial reporting purposes. Amounts paid to
the City for the years ended September 30, 2003 and 2002 totaled $2,706,427 and $2,509,729, respectlvely
The balances due to the Clty at September 30, 2003 and 2002, totaled $260,257 and $249,605, respectively.
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NOTE 10 - EMPLOYEE PENSION PLANS
A. Defined Benefit Pension Plan

Plan Description. The Utilities Commission contributes to the Florida (public employee) Retirement
System of the State of Florida (the “FRS”), a cost-sharing, multiple-employer defined benefit pension
plan created in December, 1970, that acts as a common investment and administrative agent for
municipalities and other qualifying political subdivisions in the State of Florida. The pension plan,
which is administered by the State of Florida, Department of Administration, Division of Retirement,
provides retirement and disability benefits and death benefits to plan members and beneficiaries. All
retirement legislation must comply with Article X, Section 14 of the State Constitution and with Part VII,

" Chapter 112, Florida Statutes. Both of these provisions require that any increase in retirement benefits
must be funded concurrently on an actuarially sound basis. The FRS issues a publicly available financial
report that includes financial statements and required supplementary information for the plan. That
report may be obtained by writing to Florida Retirement System, Department of Administration,
Division of Retirement, Cedars Executive Center, Building C, 2639 North Monroe Street, Tallahassee,
FL 32399-1560.

Funding Policy. The funding methods and determination of benefits payable are provided in the various
acts of the Florida Legislature, which created the fund, including subsequent amendments thereto. In
previous years, these acts provided, in general, that funds were to be accumulated from employee
contributions, employer contributions, State appropriations and income from investments of accumulated
funds. The act also provides that, should the accumulated funds in the fund at any time be insufficient to
meet and pay the benefits due, the employer shall supplement the funds by an appropriation from current
funds, or from any revenues which may lawfully be used for said purposes, in an amount sufficient to
make up the deficiency.

The Utilities Commission made the required contributions to the plan for the fiscal years ended
September 30, 2003, 2002, and 2001, as follows: $283,041, $299,683, and $364,604, respectively. The
employer contribution rates for FRS members (which are examined and amended each year on July 1)
were as follows:

Plan year beginning June 30, 2003.......ccoccoiiiinnniniiiins s 7.39%
Plan year beginning June 30, 2002......cccoceemierncrncerrrnrrceereneensesecsesinninns 5.76%
Plan year beginning June 30, 2001 .....cccoomiriioierreeer e et 7.30%
Plan year beginning June 30, 2000.......cccoemviiernccniimirncnenscersesesniins 9.15%
Plan year beginning June 30, 1999.......c i eneeentrcceserecesesecssne s 10.15%
Plan year beginning June 30, 1998.......coi ettt 16.45%

There were no employee contributions made during these years.

B. Defined Contribution Plan
The Utilities Commission contributes to the Utilities Commission of New Smyma Beach Retirement
Plan, a defined contribution plan administered by the Principal Mutual Life Insurance Company, P. O.

Box 9396, Des Moines, IA 50306-9396.
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Under Resolution No. 54-95, the Utilities Commission established this plan for all regular full time and
regular part time employees hired on or after January 1, 1996, by revoking its participation in the Florida
Retirement System pursuant to Chapter 95-338, Laws of Florida with respect to such employees. All
qualifying employees at least 18 years of age participate in the plan on the date of employment. Normal
retirement and disability benefits are available after 5 years of service and attaining age 62. Early
retirement and disability benefits are avallable after 5 years of service and attaining age 55. Employer
contributions to the plan are 8% of the gross employee wages. . Employees may make supplemental
contributions to the extent permitted by law. Employer contributions to the plan were $90,069, $73,429,
and -$42,230, for the years ended September 30, 2003, 2002, and 2001, respectxvely ‘There were no
employee contributions made during these years

NOTE 11 - DEFERRED EMPLOYEE BENEFITS

A. IRC Section 401(k) Plan

The Utilities Commission offers its Chief Executive Officer participation in a Prototype 401(k) Plan,
created in accordance with Sections 401(a) and 401(k) of the Internal Revenue Code. The assets of the
prototype deferred compensation plan are administered by the International City Managers Association
Retirement Corporation. Upon separation from service for reasons of death, disability or attainment of

age 55 (normal retirement age) the participant may elect to commence receiving benefits which equal

accumulated employer's and employee’s contributions plus earnings thereon. - All benefits vest with the
employee at the date of contribution. For the years ended September 30, 2003, 2002 and 2001 the
Utilities Commission’s covered payroll was $130,194, $133,663 and $127,296 respectively. For the
years ended September 30, 2003, 2002 and 2001, employer contributions were $16,169, $17,549 and
$16,715, respectively. For the years ended September 30, 2003, 2002 and 2001, employee contributions
to the plan were $25,689, $24,372 and $19,640, respectively.

. IRC Section 457 Plan

The Utilities Commission also provides its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The assets of this plan are administered by the
International City Managers Association Retirement Corporation. The plan has been amended to include
provisions changed by the Economic Growth and Tax Relief Reconciliation Act of 2001. Annual
contributions, determined by the participant, may not exceed the lesser of $12,000 or 100% of gross
annual compensation for plan years beginning in 2003.

Deferred compensation withheld from 2 participating employee's pay is not taxable as current income

“until withdrawn from the plan. Such compensation is not available to the employees until employment

termination, retirement, or death: All assets and income of the plan are held in trust for the excluswe
benefit of the part1c1pants and their beneﬁc1ar1es A
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NOTE 12 - DEPARTMENTAL INFORMATION

The information below discloses certain financial activity for the Utilities Commission’s individual utility
systems as follows:

Electric Water Wastewater Telecommunications

System System System System Total
Operating revenue .......cco.eeevveercrcenne $ 32,987,652 5,123,020 5,654,537 2,581,857 46,347,066
Depreciation/decommissioning........ 2,773,920 885,034 1,390,310 0 5,049,264
Operating inCome .....c..cccceeeeerecensernaes 3,674,466 1,123,581 1,052,089 689,727 6,539,863
Required payments to City............... 1,920,119 319,812 320,858 145,638 2,706,427
Income (loss) before contributions... 2,171,102 495,753 (12,565) 525,802 3,180,092
Capital contributions .......cceceveeurnee. 960,529 1,668,156 1,845,472 0 4,474,157
Change in net assets ....c..cceeeenererenee. 3,131,631 2,163,909 1,832,907 525,802 7,654,249
Utility plant acquisitions .....c............ 1,325,575 1,460,851 1,645,251 0 4,431,677
Utility plant retirements .......ccoceecee. 65,667 13,634 12,061 0 91,362
Revenue certificates payable............ 22,950,503 13,275,494 10,154,003 0 46,380,000
Notes payable.....c.coeccvmeecesnccenccennns 19,545,000 1,202,520 17,479,835 0 38,227,355
NEt SSELS..uvnreeeeriiieeeearrrrereeeeeeeeneenens 25,827,603 20,940,879 19,573,741 525,802 66,868,025
Total assets.....ccoevveveeeecmieieeercierenaes 74,653,269 33,068,153 47,336,853 1,146,775 156,205,050

NOTE 13 - LEGAL MATTERS

The Utilities Commission is engaged in routine litigation incidental to the conduct of its utilities affairs. In
the opinion of its legal counsel, no legal proceedings are pending or threatened against the Utilities
Commission which are not covered by applicable insurance which would inhibit its ability to perform its
operations or materially affect its financial condition.

NOTE 14 - COMMITMENTS

The Utilities Commission, acting through the Florida Municipal Power Agency (FMPA), is a participant in a
portion of Florida Power and Light Company's (FPL) St. Lucie Unit No. 2, a nuclear generating unit. FMPA
originally acquired an 8.806% undivided ownership interest of St. Lucie No. 2 together with rights to receive
electric capacity and electric energy under a reliability exchange agreement. The Utilities Commission's
participation provides for a 9.884% entitlement share of FMPA's ownership interest.

A reliability exchange agreement provides for FMPA's exchanging 50% of its share of the output from St.
Lucie No. 2 for a like amount from FPL's exclusively owned St. Lucie No. 1 to mitigate the potential for
economic loss resulting from the extended or permanent outage or early retirement of St. Lucie No. 2. The
Utilities Commission, as a participant, has also entered into a power sales contract which requires payment
on a "take-and pay" basis for its entitlement share of the project capability for the St. Lucie Project for each
month during any portion of which electric capacity and electric energy are available to the Ultilities
Commission from the St. Lucie Project, including electric capacity and electric energy under the reliability
exchange agreement with FPL. In the event payment is not required for any month under the this power sales
contract, the Utilities Commission is required to make payment for such month under its project support
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contract on a “take-or-pay" basis. The payment under the project support contract would be the amount the
Utilities Commission would have been required to pay under its power sales contract for such month if any
clectric capacity and electric energy from the St. Lucie Project had been made available to them. As a result
of these agreements, the Utilities Commission is obligated to provide payments of approximately $3.8
million annually.

The Utilities Commission has entered into an interlocal agreement with Reliant Energy of New Smyma
Beach, LLC for the purpose of assisting Reliant Energy in the development and construction of a 500 MW
combined-cycle electric generating facility. As a part of the agreement, the Utilities Commission will
provide certain infrastructure and utility-related services to Reliant Energy for the facility and receive the
right to purchase up to 30 MW of generating capacity from the facility or from other sources. Reliant has
obtained the necessary environmental permits for the plant; however, in order to proceed with the project
Reliant must secure capacity contracts for approximately 50% of the plant’s output. With the recent
downturn in the industry, the project is currently on hold with the Florida Department of Environmental
Protection granting an additional extension of time for the environmental permits. Construction of the
generating facility is expected to commence upon attaining the permits and securing the capacity contracts.
No additional investment is anticipated on the Utilities Commission’s part at this time.

The Utilities Commission is involved in a tri-party agreement by and between the Utilities Commission, the
City of New Smyrna Beach, Florida (the “City”), 01 Communications (formerly Volaris Communications)
and MPLnet to provide dial-up analog and DSL internet access services to customers of the Utilities
Commission. Pursuant to the agreements, the Utilities Commission is obligated to pay to the City 6% of the
internet service gross revenue and is required to pay to 01 Communications for technical support, training,
and for use of provided equipment, including all hardware, lines, maintenance, licenses, etc. During the
fiscal years ended September 30, 2003 and 2002, the Commission paid $262,584 and $412,596, respectively,
to 01 Communications and MPI.net (and its predecessor companies) for the ability to provide these services.
The balance due 01 Communications and MPLnet as of September 30, 2003 and 2002 amounted to $18,857
and $33,456, respectively. The 6% paid to the City is included in the required payment amount reported in
Note 9 above.

The Utilities Commission also entered into a tri-party marketing agreement with Epicus, Inc. (“Epicus”) and
the City of New Smyma Beach, Florida (the “City”), whereby the Utilities Commission markets certain
intrastate and interstate telecommunications services for Epicus. As with the preceding agreement, the
Utilities Commission must pay the City 6% of the gross commissions and revenues received from Epicus.
During the fiscal year ended September 30, 2003, the Commission paid $1,014,433 to Epicus for the ability
to provide these services.

As of September 30, 2003, the Utilities Commission had additional unrecognized construction contract
commitments of approximately $11.9 million for utility plant expansion and upgrading.

The Utilities Commission is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters, all of which is
satisfactorily insured by general liability insurance. Commercial insurance policies are also obtained for all
other risks of loss, including workers’ compensation and employee health and accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in any of the past three
years.
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SUPPLEMENTAL INFORMATION

THIS SECTION IS COMPOSED OF THE FOLLOWING:

SUPPLEMENTAL DETAIL FINANCIAL INFORMATION OF THE:

ELECTRIC SYSTEM,
WATER SYSTEM,
WASTEWATER SYSTEM, AND
TELECOMMUNICATIONS SYSTEM

STATISTICAL SECTION

THESE SCHEDULES PROVIDE A MORE DETAILED VIEW OF THE "BASIC
FINANCIAL STATEMENTS" PRESENTED IN THE PRECEDING SUBSECTION.

RESOLUTION NUMBERS 16-75 AND 28-78, AS AMENDED, ESTABLISHED
THE ELECTRIC, WATER, POLLUTION CONTROL, AND WATER REUSE SYSTEMS
AS A SINGLE ENTERPRISE FUND. THESE SCHEDULES ARE PRESENTED TO
PROVIDE DETAILED INFORMATION ON THE INDIVIDUAL UTILITY SYSTEMS
AND TO PRESENT THE BUDGETARY COMPARISONS THAT ARE NOT NECESSARY
FOR A FAIR PRESENTATION IN CONFORMITY WITH GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES.



SCHEDULE OF REVENUES, EXPENSES AND

CHANGES IN NET ASSETS - BY UTILITY SYSTEM
For the Fiscal Year Ended September 30, 2003
With Comparative Actual Amounts for the Fiscal Year Ended September 30, 2002
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyma Beach, Florida
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Electric Water
Operating Revenue:
Sl reirecettecce et et ae s s s e e et e e e e e s s e s s rennaeeanbeenns $ 32,743,047 4,927,877
Other TEVEIUES. ........cteeeeeceeecieeeeeerrcereescaeesssreennsesssseesnrnasnnes 244,605 195,143
Total operating reVenUe.....cccoeereerverereeeseeneeneescranssenns 32,987,652 5,123,020
Operating Expenses:
Purchased power and fuel expenses.....coocoeeecnnicrncccnnncccnne 16,569,259 0
Other production eXpenses.......ccceereerrietereecercrmmrinseesesseesinenee. 4,035,211 1,118,865
Transmission, distribution, and sewage
collection and treatment........ceeeeeeciereeririneceneeeereeeernnseans 1,486,640 451,335
CUStOMET ACCOUNING....covectrerrrirenrrirasereseseneressmseseraeeennsssasnoes 387,282 171,455
Administrative and general.......cccoocccirimiiinicecrcnicerneeeenenenns 2,140,755 1,052,938
Required payments to City of New Smyma Beach................ 1,920,119 319,812
Depreciation and decOMMUSSIONING. .....coueeveruremeerrieresceerenreencs 2,773,920 885,034
Total operating eXpenses.........ccveveereerrenerersersecersenas 29,313,186 3,999,439
Operating INCOME. ....eoceeuerceereretrimesrereesiereesssaesesaeasenes 3,674,466 1,123,581
Non-operating Revenue (Expenses):
INtErest AMMINES...ccceterieerrermeescetererreeeenestrsnseseseeseeseessmensesacans 259,576 65,141
Other INCOME.....c.eecreecireereererereeeeve e s eereaesseraseesessnsassesessans 280,382 40,361
Interest and debt eXPense........coeoeecemecccrecerrrnnreeenernsesesmenenns (1,526,175) (725,091)
Other EXPENSES......ccceeiecermereeeeraneetreermereesesmsaesssesessesessmsssessnonens (507,324) (8,389)
Gain (loss) on disposal 0f assets.....cccecverrrrverreeeccereerersnranenens (9,823) 150
Total nonoperating revenue (EXpenses).....c..coeceeeeenens (1,503,364) (627,828)
Income (loss) before contributions ........ccceorvercernns 2,171,102 495,753
Capital cONribULIONS .....veecieeeceeee e rsee s 960,529 1,668,156
Change in Net aSSetS.....ecvverrierceererierenrerrreseeeesesesnseses 3,131,631 2,163,909
Net assets, beginning of Year ......ccocceereercereeereereesresierceennenes 22,695,972 18,776,970
Net assets, end of Year .......cccecceevevrnircencininie e 25,827,603 20,940,879




(I

4 Schedule 1
Totals
Wastewater Telecommunications 2003 2002
5,543,949 2,543,994 45,758,867 39,966,040
110,588 37,863 588,199 646,185
5,654,537 2,581,857 46,347,066 40,612,225
0 0 16,569,259 13,652,608
0 1,277,017 6,431,093 6,038,839
1,813,872 0 3,751,847 3,782,641
155,287 282,397 996,421 821,128
922,121 187,078 4,302,892 3,385,868
320,858 145,638 2,706,427 2,509,729 A
1,390,310 - -0 5,049,264 - - - 4,899.416 -
4,602,448 1,892,130 39,807,203 35,090,229
1,052,089 689,727 6,539,863 5,521,996
33,737 0 358,454 461,153
15,141 642 336,526 433,355
(1,103,927) 0 (3,355,193) (3,952,841)
(9,737) (164,567) (690,017) (56,064)
132 0 (9,541) (58,114)
(1,064,654) (163,925) (3,359,771) (3,172,511)
(12,565) 525,802 3,180,092 2,349,485
- 1,845,472 0 4,474,157 960,595
- 1,832,907 525,802 7,654,249 - 3,310,080
17,740,834 0 59,213,776 55,903,696
19,573,741 525,802 66,868,025 - 59,213,776
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SCHEDULE OF REVENUE, RECEIPTS, EXPENSES AND DISBURSEMENTS - Schedule 2
BUDGET AND ACTUAL - ELECTRIC SYSTEM (NON-GAAP BUDGETARY BASIS)
For the Fiscal Year Ended September 30, 2003
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyma Beach, Florida
Variance
Final Favorable
Budget Actual (Unfavorable)
Revenue and Receipts:
Direct Sales:
EIECtric 5ales ouinrrenieicir ettt 30,314,312 32,743,047 2,428,735
Other FEVENUES .....uvveeerieeereereenrerrirssesserenesssensssecesessassssenasans 307,270 244,605 (62,665)
Non-operating revenue (expenses):
Interest €arnings ....coocceveevmenniiniciiensi i e 150,000 259,576 109,576
Meter Deposit interest eXpense.......ococueivieverienicieesenssanines 0 (19,842) (19,842)
Other revenues (EXPENSES) ..ccvuecreeerrcrenerrresresrremssassssasssasans 150,000 (207,100) (357,100)
Capital contributions .......ccceeceeveecriminnieccecicnenineestercenerainnes 0 960,529 960,529
30,921,582 33,980,815 3,059,233
Operating Expenses:
Purchased power and fuel eXpenses .......ccccvcnvinisiniesensnnas 13,735,458 16,569,259 (2,833,801)
Power production .......ceccceomeieisnenninntisicne e 5,279,651 4,035,211 1,244,440
Transmission and distribution .......ccccoceeecerecceenervcrresecseennenns 1,376,526 1,486,640 (110,114)
CUSIOMET ACCOUNLINE ..evveirirreeeriiiiirsieansissbe e in e sressseaseas 407,539 387,282 20,257
Administrative and general ........ccoceveveeeeecrcmeneneeccenerennennes 1,997,654 2,140,755 (143,101)
Required payments to the City of New Smyrma Beach ........ 1,831,055 1,920,119 (89,064)
Decommissioning eXPense......cocveemrveremcinceerninimsssesininnas 115,493 145,136 (29,643)
24,743,376 26,684,402 (1,941,026)
Net revenue and receipts ...ccoeemerrnireccvesneninnsiesesesenan, 6,178,206 7,296,413 1,118,207
Operating Transfers In (Out):
Sinking Fund - 1992 Certificates .....cccconvviricciurerismscisvesens (492,916) 0 492,916
Sinking Fund - 1993 Certificates .....cccoovereverrecrcecrerencccenens (886,316) (67,412) 818,904
Sinking Fund - 1996 Certificates .......ccooereveereercerernrerenceccenens (1,222,436) (990,681) 231,755
Sinking Fund - 2002 Certificates ......cccoverrerieevecerirscccicrceerens 0 (1,418,785) (1,418,785)
Debt Reduction Fund - required contribution ...........ccceuene 0 - (108,351 (108,351)
Sinking Fund - FMPA Pooled Loans .......cccceevemmrmiecccecernans (1,659,493) (1,020,382) 639,111
Renewal and Replacement Funds........ococeviciicininineccennn. (1,881,891) (1,881,888) 3
Telecommunications for rebate program.........ccceecevurceveerunncs 60,000 60,000 0
Residential electric rebate program.........ccceceverececiniciecccnninns (60,000) (60,000) 0
Rate Stabilization Fund......c..cocceeonnininineeiineiicicinsenas (35,154) (1,658,718) (1,623,564)
(6,178,206) (7,146,217) (968,011)
Budgeted net cash receipts ....cocceeevcecirnnnecenicennenae. 0 150,196 150,196
Reconciliation of Net Cash Receipts to Net Income (GAAP):
Principal portion of required Sinking Fund transfers ............ 2,205,542
Net transfers to Renewal and Replacement Fund ................. 1,881,888
Net transfers to Rate Stabilization Fund........cccoeveevnerneeneee 1,658,718
Net transfers to Debt Reduction Fund.........cccoveveennicvenene 108,351
Gain (loss) on disposal of property and equipment .............. (9,823)
| 91535) (=13 E:1 3103 o AU (2,628,784)
Amortization of debt expense and loss on refunding............. (234,457)
Change in Net aSSeLS ..occeeremmreenreercrcvscrreerisisrsisicssaens 3,131,631
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SCHEDULE OF REVENUE, RECEIPTS, EXPENSES AND DISBURSEMENTS - Schedule 3
BUDGET AND ACTUAL - WATER SYSTEM (NON-GAAP BUDGETARY BASIS) '
For the Fiscal Year Ended September 30, 2003
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrma Beach, Florida
Variance
Final Favorable
Budget Actual (Unfavorable)
Revenue and Receipts:
Direct Sales:
TWALET SALES ceneerereiiieieeacenrrese s erersseesaeisresaesesssesbessensarasaon. $ 4,819,600 4,927,877 108,277
OLhEr TEVEIIUES ....eeereerriiereierercressteiesensnressressssessssensssasssansen 201,500 195,143 (6,357)
Non-operating revene: '
INLETESt CATTHNES ..vveverecvereerereersessiasersresssssesesnssessesaesassessas 100,000 65,141 (34,859)
' Meter Deposit interest EXPEnSe.....ouvucererrerrerensmrrerseransnsserns 0 (3,72 (3,721)
Other revenues (EXPENSES) ...eowuurererecerrersrssessessessrssesssnnsenns 25,000 35,693 10,693
Capital CONIIBUHONS «.u.vvvereeeereesieceseeeeseseceseeesesssessessesssaennnsne: 467,781 1,668,156 1,200,375
5,613,881 6,888,289 1,274,408
Operating Expenses: - ' -
Water produCtion .....ceceeeveieeenreresieneeesinenneneaeseesnesersnssnenees 994,828 1,118,865 ° (124,037)
Transmission and diStrBULION «.....o.o.eeeeeeereeeeeeeeeeeeeeneneeeenens 468,606 451,335 17,271
CUuSHOMET ACCOUNEING «.evevrvrrrcererrrannransesesssensasssessesessnernenens 207,864 171,455 36,409
Administrative and general ......c.cooucvrerevieernicrrenenennsinienens 1,043,876 1,052,938 (9,062)
Required payments to the City of New Smyrna Beach ......... - 298,266 - - - 319,812 - (21,546)
3,013,440 3,114,405 (100,965)
Net revenue and r€Ceipts ....ccc.oveevecmrvearereceneaernenisenen: 2,600,441 3,773,884 1,173,443
Operating Transfers In (Out):
Sinking Fund - 1992 Certificates .......c.cvevvvurmrrrrrerecerernanracrans (166,696) . 0 166,696
Sinking Fund - 1993 Certificates .........eoceeermrurcreveeersverraceonnes (573,136) (43,592) 529,544
Sinking Fund - 1996 Certificates ...........oconeveeruerereereeessneenes (836,538) (677,944) 158,594
Sinking Fund - 2002 Certificates ........ccccvennue errerieraeereaserenns 0 (790,249) (790,249)
Debt Reduction Fund - required contribution ............co........ 0 (60,351) (60,351)
-Sinking Fund - FMPA Pooled L0ans .....ccccevvveeecemeerererirennss - - (97,335) - (61,314) 36,021
‘Renewal and Replacement Funds - required contribution ....  (440,157) (440,160) 3)
Renewal and Replacement Funds - restricted contribution ... (467,781) (1,668,156) (1,200,375)
Rate Stabilization Fund........ccccceeicceceeininceieniecrenineneeeneeeens (18,798) (87,150) (68,352)
(2,600,441) (3,828,916) (1,228,475)
Budgeted net cash 1€CeIPts ....covveereeervenereeseniereerenienns 0 (55,032) (55,032)
Reconciliation of Net Cash Receipts to Net Income (GAAP):
Principal portion of required Sinking Fund transfers ............ 985,345
Net transfers to Renewal and Replacement Fund ................ 2,108,316
Net transfers to Rate Stabilization Fund ........ocooeeevveeuvverenenn. " 87,150 ,
Net transfers to Debt Reduction Fund......ccoeveeeeenvececrereenee. 60,351 "
Gain (loss) on disposal of property and equipment .............. 150
Depreciation ............. CH RPN (885,034)
Amortization of debt expense and loss on refunding ............ (137,337)
Change in Net aSSeLS ..ocivecevceeereeerree e reeeeee e eeserenes 2,163,909



SCHEDULE OF REVENUE, RECEIPTS, EXPENSES AND DISBURSEMENTS - Schedule 4
BUDGET AND ACTUAL - WASTEWATER SYSTEM (NON-GAAP BUDGETARY BASIS)

For the Fiscal Year Ended September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

New Smyma Beach, Florida

Variance
Final Favorable
Budget Actual (Unfavorable)
Revenue and Receipts:
Direct Sales:
Pollution control charges ......ccocverecccimminnnenenninscrcereneneen, $ 5,925,533 5,543,949 (381,584)
Other TEVEIMUES ...covieniieiiceirreecciaecere s cnereneseesesssennsasesesess 48,000 110,588 62,588
Non-operating revenue:
INEEIESt CATNINES «ocecrireereeeeecerreeerersctrecrnsssessan i ssessaaeenes 65,000 33,737 (31,263)
Meter Deposit interest €Xpense......comuevismicsssrinsnssiasnensens 0 (1,240) (1,240)
Other revenues (EXPENSES) ..c.ceovirereerrimsmrereerreruesvessnirsesns 20,000 6,644 (13,356)
Capital contributions .........ceeeeeeerrereeeerrevnreresreneseesessinenes 371,239 1,845,472 1,474,233
6,429,772 7,539,150 1,109,378
Operating Expenses:
Collection and treatment SYStEM .....c.ccoonivvvensnrinniciecraniiinenns 1,906,167 1,813,872 92,295
CUSIOMEr ACCOUNLING ..eovireveeeeamereeciasessicossrsssrssssssssessnserasens 183,294 155,287 28,007
Administrative and general .........cocoomvenriniiiennncnnicenn, 878,867 922,121 (43,254)
Required payments to the City of New Smyrma Beach ......... 355,532 320,858 34,674
3,323,860 3,212,138 111,722
Net revenue and receipts «...oocccmimviinnenniincionieciiicne, 3,105,912 4,327,012 1,221,100
Operating Transfers In (Out):
Sinking Fund - 1992 Certificates ......c.cocvevercreevricrciicvnsiinnne (395,428) 0 395,428
Sinking Fund - 1993 Certificates ......coeeivvrmiininnnicrcicricnenae (203,741) (15,496) 188,245
Sinking Fund - 1996 Certificates .........cccccrimemirisrcrneceriirann. (520,547) (421,860) 98,687
Sinking Fund - 2002 Certificates .......cccvvevvimrrnininicnninsivinins 0 (653,150) (653,150)
Debt Reduction Fund - required contribution .......cccocoveeeeeee. 0 (49,881) (49,881)
Sinking Fund - FMPA Pooled Loans .......ccocceovviiiniieiarnne. (123,880) (78,036) 45,844
Sinking Fund - State Revolving Fund Loan ........cccoueueueeene (1,278,718) (1,278,718) 0
Renewal and Replacement Fund - required contribution ...... (212,359) (212,364) (5)
Renewal and Replacement Fund - restricted contribution .... (371,239) (1,845,472) (1,474,233)
Rate Stabilization Fund........ccceevoveeevivinecinirircecereecinrecceenne 0 224,760 224,760
(3,105,912) (4,330,217) (1,224,305)
Budgeted net cash receipts ....coeevereeicccernenniecrienane $ 0 (3,205) (3,205)
Reconciliation of Net Cash Receipts to Net Income (GAAP):
Principal portion of required Sinking Fund transfers ........... 1,474,579
Net transfers to Renewal and Replacement Fund ................ 2,057,836
Net transfers from Rate Stabilization Fund .......cccceceecenee. (224,760)
Net transfers to Debt Reduction Fund .....cc.veeevvicivvcnnennnnnne. 49,881
Gain (loss) on disposal of property and equipment ............. 132
Depreciation ........ooceceeieemieniecnnnncineccssenerese s esseesersmsssssnse e (1,390,310)
Amortization of debt expense ......c.cocoeecenreenniencec e (131,246)
Change in Net assets .....ccvcmmrvicrinnimseseeinsscsenns $ 1,832,907
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SCHEDULE OF REVENUE, RECEIPTS, EXPENSES AND DISBURSEMENTS - g Schedule 5
BUDGET AND ACTUAL - TELECOMMUNICATIONS SYSTEM (NON-GAAP BUDGETARY BASIS)

For the Fiscal Year Ended September 30, 2003 o B ‘

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

New Smyrna Beach, Florida

Variance
Final Favorable
Budget Actual {Unfavorable)
Revenue and Receipts:
Direct Sales: o ) ‘
INEETNIEL SAIES «oooeeevrretiteserenirereeaecsessesensmereesesssananenasnesenes $ 746,400 2,543,994 1,797,594
"Telephone Sales ....cuviivrerirircricrinecssnctiniseceesssesssasnessesense. 1,259,100 37,863 (1,221,237)
Non-operating revenue:
Interest €aMmMINEGS ....occcverenrstirincmerresemeere e rseesresasasesine 0 0 _ 0
Other Revenues (EXPEnses) .....cceceevecereererserevereensasressenacene 146,876 642 - (146,234)
: 2,152,376 2,582,499 430,123
Operating Expenses: '
Produbtion €Xpenses ........ etrestertestenneatesraseseests s esnenensnes e ‘ 1,534,668 1,277,017 257,651
CUSTOMET ACCOUNNE «.vivuerievecrneeresessessnsssarsssnssesassresnnsnsenes 65,734 282,397
Administrative and general .......cccoeeiemeiiincccsnrienineeeeeenee 124,558 187,078 (62,520)
Required payments to the City of New Smyrna Beach ......... 120,330 145,638 (25,308)
' 1,845,290 1,892,130 169,823
Net revenue and TECEIPLS .....coverueercecvrcvirericsneesrensenee: 307,086 690,369 599,946
Operating Transfers In (Out):
Renewal and Replacement Fund - required contribution....... (247,086) (247,092) (6)
Rate stabilization fund... ... 0 (244,031) (244,031)
Electric system rebate program...........oceeevecrneennresssnsnersnesens (60,000) (60,000) 0
(307,086) (551,123) (244,037)
Budgeted net cash 1€CeIpts ....ccveecrercerirrenrrcscneecereneens 3 0 139,246 355,909
Reconciliation of Net Cash Receipts to Net Income (GAAP):
Principal portion of required Sinking Fund transfers ............ 0
Net transfers to Renewal and Replacement Fund ................. 247,092
Net transfers to Rate stabilization fund .......oveevevvreecreeseenens 244,031
Net transfers to Electric system for rebate program............... 60,000
DEPIECIALION eveniereaeenrrracerarensrersresasnessensesssssasasseassasansssesasans 0
AMOTHZALION cueciiiieiieieinreecteseesereessecsatsmeesessse et sesnsassesass (164,567)
Change in NEt ASSELS ..c.ivcecieveerrerercrsessarerirensessssassansnae s 525,802
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SCHEDULE OF OPERATING EXPENSES- Schedule 6
ELECTRIC SYSTEM
For the Fiscal Years Ended September 30, 2003 and 2002
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
‘New Smyrna Beach, Florida
2003 2002
Operating Expenses:
Purchased power and fuel:
INUCIEAT fUEL oot s e beesnr e e sne e s s s e e s bn e e sme e s e s eme e ssanes s seens S 774,956 569,520
DHESEL UEL ...t r st eresnsecsssses st sesnma e s s rme e e raeesns seasnsesnnesensns 106,143 67,407
PUrchased POWET ....ceereirecrercritii ettt enssrs s res e ens 15,688,160 13,015,681
16,569,259 13,652,608
Power production:
Nuclear POWET ZENETAION. ...c.coverimicrircieriririiiessinr e tesms e sas s seessessassnsssnns 3,276,912 4,129,520
Diesel pOWET ZENETatION....ccccrcieriircrctiinistcicie s csn s e s e sesar s ansns 268,245 293,811
System control and load dispatching ........ceevvciiinniniciereeeere e 490,054 484,426
4,035,211 4,907,757
Transmission and DistriDUON......ccceeivricrnceeesierirrrereresertsessmeessesssessesseerssssensas 1,486,640 1,423,256
CUStOMET ACCOUNTIME...veiiiiriarirriciesissniriscssastresssstenrs s s seessssntnsssssantnssasnnnsasans 387,282 445,467
Administrative and GEnNeral..........ccoecveioeieieineeieeeeeeeerererrree e eest s easeesseese 2,140,755 1,714,629
Required payments to the City of New Smyrmna Beach ... 1,920,119 1,891,212
Depreciation and decomMmiSSIONING .......cocovirimiiiiieriiiininiicrisee e enesans 2,773,920 2,741,739
Total OPEratiNg EXPENSES .eovurerereriraserrceaeererimermearesererenmssencssortssmssssnsosases 3 29,313,186 26,776,668
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SCHEDULE OF OPERATING EXPENSES- Schedule 7
WATER SYSTEM '
For the Fiscal Years Ended September 30, 2003 and 2002 ‘
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrna Beach, Florida '
2003 2002
Operating Expenses:
Water production:
SOUTCE OF SUPPLY..cvieiicerictitcceererrtiseent s et e e seresaesassessssssesrsnenssasaren 395,034 . 346,352
Water tTEAIMENL..c.cecu eeiireereenreiiisseeeneesesesivseesesessseeessssnssessssarasssnstnsssesorsnsnrsnes 723,831 784,530
1,118,865 1,130,882
Transmission and DistriDUtION......c.eeivicieeririeic e recsirceiesesisseseesesreesssseeeessaseessns 451,335 495,611
CUSTOMET ACCOUNING...cieiieeeicieeenieeneermersesneseresesasassessnesassserssensessssssnastssnsasesnsas 171,455 197,827
Administrative and General... ... en 1,052,938 864,307
Required payments to the City of New Smyrna Beach ........cccccevceenneenen reenens 319,812 301,359
DEPIECIAtION. c..cetreeeerereeerecereeercremrscreeracsses e ss et e sonsas st esssaaatesesonasesmnsmnaseresasasense: 885,034 832,380
“Total OPErating EXPEMNSES ...cceecieercrreertrrerecereranrsssnrmecessesnsssersnsaeeseseesasases 3,999,439 3,822,366
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SCHEDULE OF OPERATING EXPENSES- Schedule 8
WASTEWATER SYSTEM
For the Fiscal Years Ended September 30, 2003 and 2002
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrna Beach, Florida
2003 2002
Operating Expenses:
Collection and treatment system:
COllECHION EXPEIISES. ..eceneereeteneanrrree e raraiee st renee e atases et arnnaseeesaensea st e menreensanses 252,067 252,762
PUMIPING BXPEINSES...viueinienercreerereeeirtresrseeseracssreatsacenseesasereesssssesessesssssnssnsanes 375,227 314,169
Treatment and diSPosal.....c.coveicriienirinr ettt 1,186,578 1,296,843
1,813,872 1,863,774
CUSIOMET ACCOUNING....eueecermiesererienerreemeaisssaesseertsamessensse st eeresmrnseensesnessesnessenen 155,287 177,834
Administrative and General............cocooeveeeeieriereceeerceeecererer e scee e e eesneeesessneas 922,121 806,932
Required payments to the City of New Smyma Beach .....occooeeveiniicccocncennnnes 320,858 317,158
DEPIECIALION. ettt et et s s s san e e 1,390,310 1,325,297
Total Operating EXPENSES ......ccccccreremirrerreeererraceeeseaseesnserasessseeessesessaranes 4,602,448 4,490,995
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SCHEDULE OF OPERATING EXPENSES-

Schedule 9
TELECOMMUNICATIONS SYSTEM
For the Fiscal Years Ended September 30, 2003 and 2002
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
New Smyrmna Beach, Florida
2003 2002
Operating Expenses:
Other production expenses: : ,
“Payments to Internet SErvice ProVIder.......civvieeruercvenreserrensvennrinsrnercessesseecseecnenas 262,584 0
Payments to telephone service provider..........coeuicmmreeimiissieenceerccncieneiseeneee: 1,014,433 0
CUSLOMET ACCOUMIMNE...cuviuiririnriteeeanrs et s s m s e bess s ens e s bene s 282,397 0
Administrative and General..........uueeeeeceieiiierierrresinieietrecrnresessssressassssssessenseseen 187,078 0
Required payments to the City of New Smyma Beach .....coccevverrccerccnenccncrnenee 145,638 0
Total OPETAtING EXPENSES wocvceerrrimiscceerresrseererncsesarersmesssonsstssssesorsnessossesersas 1,892,130 0
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SCHEDULE OF INTEREST EARNINGS Schedule 10
For the Fiscal Years Ended September 30, 2003 and 2002

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

New Smyrna Beach, Florida

2003 2002
Interest Eamnings By Source:
From Investments:

SINKING fUNAS....eieceiiiiee e c et ee e e e srrsssssare s s s e e raeenens $ 35,744 49,130
Renewal and replacement funds.........coceevevcoeenecirciecieereeeereee e 205915 273,622
CUStOMETS' AEPOSIES...ecirereereeririeriieieesee st eresee s e venee e s e e s esteemse e s eenesbervanensann. 39,501 25,616
CR3 nuclear decommissioning funds........ccecevueeeeceveeseesecnenrenieesesesieeeeeeesone 29,643 45,977
ORIttt se et e e e e esbe et esesbeses e s s sasnbennsneanssrsnsnrsensensannes 47,651 66,808
Total Interest CAMINGS «.vovvveceeieereirre e e rnesesnre e eesersssns e seasaseesmsnsn 358,454 461,153

Interest Earnings By System:
8] 1ot o 3 (1 o o OO USROS 259,576 300,247
WALET SYSEITL oottt ettt sr et s s se s s e enm e s sn s 65,141 109,336
WaStEWALET SYSIEITL..ueeueeteenieinerneseesieseseesssesassensensneneessesssessressssssssssssessssssssssasses 33,737 51,570
Total INtETESt CAIMINES. . .ccieeeeereeeeieeicertereirinririeseseeensatessessesseesassssennereron. $ 358,454 461,153
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SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY Schedule 11
Revenue Certificates Payable
For the Fiscal Year Ended September 30, 2003
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA
Utilities System Utilities System Utilities System Total Debt Service Requirements
Refunding Revenue Certificates Refunding Revenue Certificates Refunding Revenue Certificates to Maturity
Series 1993 Series 1996 Series 2002 « All Certificates -«
Payment Principal Coupon Total Principal Coupon Total Principal Coupon Total Principal Total
Date Amount Rate Interest Requirements Amount Rate Interest Requirements Amount Rate Interest 'Requirements Amount Interest Requirements
10/01/2003 - 4.800% 63,250 63,250 900,000 4.600% 150,238 1,050,238 « 2.750% - - 900,000 213,488 1,113,488
04/01/2004 - 63,250 63,250 925,000 4.700% 129,537 1,054,537 - 2.750% 742,668 742,668 925,000 935,455 1,860,455
10/01/2004 - 5.000% 63,250 63,250 970,000 4.700% 107,800 1,077,800 1,335,000 3.000% 743,668 2,078,668 2,305,000 914,718 3,219,718
04/01/2005 - 63,250 63,250 245000 4.300% 85,005 330,005 - 3.000% 724,311 724,311 245,000 872,566 1,117,566
10/01/2005 - 5.000% 63,250 - 63,250 255,000 4.800% 79,125 334,125 2,840,000 - 3.000% 724,311 3,564,311 3,095,000 866,686 3,961,686
04/01/2006 - 63,250 63,250 260,000 4.900% 73,005 333,005 - 3.000% 681,711 681,711 260,000 817,966 1,077,966
10/01/2006 - 5.100% 63,250 63,250 270,000 4.900% 66,635 336,635 2,920,000 13.000% 681,712 3,601,712 3,190,000 811,597 4,001,597
04/01/2007 - 63,250 63,250 275,000 5.000% 60,020 335,020 - 3.000% 637,911 637,911 275,000 761,181 1,036,181
10/01/2007 - 5.200% 63,250 63,250 280,000 5.000% 53,145 333,145 3,010,000 3.000% 637,911 3,647,911 3,290,000 754,306 4,044,306
04/01/2008 . 63,250 63,250 290,000 = 5.100% 46,145 336,145 - 3.200% 592,761 592,761 290,000 702,156 992,156
10/01/2008 - 5.250% 63,250 63,250 295,000 5.100% 38,750 333,750 3,095,000 3.200% 592,762 3,687,762 3,390,000 694,762 4,084,762
04/01/2009 - 63,250 63,250 305,000 . 5.200% 31,228 336,228 - 3.400% 543,241 543,241 305,000 ., 637,719 942,719
10/01/2009 - 5.250% 63,250 63,250 310,000 © 5.200% 23,297 333,297 3,195,000 3.400% 543241 . 3,738241 3,505,000 629,788 4,134,788
04/01/2010 - 63,250 63,250 320,000 5.300% 15,238 335,238 T L 3.600% 488926 - 488,926 320,000 567,414 887,414
10/01/2010 - 5.250% 63,250 63,250 125,000 5.300% 6,757 131,757 3,510,000 -3.600% 488,927 3,998,927 3,635,000° 558934 4,193,934
04/01/2011 -7 - 63,250 - 63,250 130,000° 5.300% 3,445 133,445 - 5.000% 425,746 425,746 130,000 492,441 622,441 -
10/0172011 - 5250% - 63,250 63,250 . T . " - 3,970,000 5.000% 425,746 4,395,746 3,970,000 488,996 4,458,996
04/01/2012 - . 63,250 63,250 C- - - - 5.000% 326,496 326,496 - 389,746 389,746 -
10/0172012. - 5.000% 63,250 -. 63,250 - - - 4,300,000 5.000% 325,496 4,625,496 4,300,000 388,746 4,688,746
04/01/2013 - 63,250 63,250 - . - - 5.000% 218,996 218,996 . 282,246 282,246
10/01/2013 - 5.000% 63,250 63,250 e . . 4,515,000 5.000% 218,996 4,733,996 4,515,000 282,246 4,797,246
04/01/2014 - . 63,250 63,250 - .. - - 4.100% 106,121 106,121 - 169,371 169,371
10/01/2014 - 5.000% 63,250 63,250 . - - 1,305,000 4.100% 106,121 1,411,121 1,305,000 169,371 1,474,371
04/01/2015 - 63,250 63,250 - - . « 4.250% 79,369 79,369 - 142,619 142,619
10/01/2015 - 5.000% 63,250 63,250 _ - - - 1,355,000 4.250% 79,369 1,434,369 1,355,000 142,619 1,497,619
04/01/2016 . 63,250 63,250 . - - - 4.250% 50,575 50,575 - 113,825 113,825
10/0172016 - 5.000% 63,250 63,250 - - . 1,155,000 4.250% 50,575 1,205,575 1,155,000 113,825 1,268,825
04/01/2017 - 63,250 63,250 - - - - 4375% 26,031 26,031 - 89,281 89,281
10/01/2017 - 5.000% 63,250 63,250 . - - 1,190,000 4.375% 26,031 1,216,031 1,190,000 89,281 1,279,281
04/01/2018 - : 63,250 63,250 - . - - - . 63,250 63,250
10/01/2018 1,245,000 5.000% 63,250 - 1,308,250 - - . . - 1,245,000 63,250 1,308,250
04/01/2019 . 32,125 32,125 . - - - - - 32,125 32,125
10/01/2019 1,285,000 5.000% 32,125 1,317,125 - - - - - 1,285,000 32,125 1,317,125
$2,530,000 $2,025,000 $4,555,000 $6,155,000 $969,370 $7,124,370 $37,695,000 $11,289,729 $48,984,729 $46,380,000 $14,284,099 $60,664,099
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SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY Schedule 12
Florida Department of Environmental Protection State Revolving Fund Loan

For the Fiscal Year Ended September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

NEW SMYRNA BEACH, FLORIDA

Wastewater Treatment Plan Project CS 1204260060 Wastewater Treatment Plan Project CS 120 4260060 Wastewater Treatment Plan Project CS 120 4260060 Total Debt Service Requirements
State Revolving Fund Loan State Revolving Fund Loan State Revolving Fund Loan to Maturity
Original Loan Amendment | Amendment 2 -- Combined --
Payment Principal Interest Total Principal Interest Total Principal Interest Total Principal Total

Date Amount Rate Interest Requirements Amount Rate Interest Requirements Amount Rate Interest Requirements Amount Interest Requirements
02/15/2004 188,198  3.220% 125,551 313,749 39,393 3.180% 25,867 65,260 158,897 3.110% 101,453 260,350 386,488 252,871 639,359
08/15/2004 191,228  3.220% 122,521 313,749 40,019  3.180% 25,241 65,260 161,368 3.110% 98,982 260,350 392,615 246,744 639,359
02/15/2005 194,307  3.220% 119,442 313,749 40,656 3.180% 24,604 65,260 163,877 3.110% 96,473 260,350 398,840 240,519 639,359
08/15/2005 197,436 3.220% 116,314 313,750 41,302 3.180% 23,958 65,260 166,425 3.110% 93,925 260,350 405,163 234,197 639,360
02/15/2006 200,614  3.220% 113,135 313,749 41,959 3.180% 23,301 65,260 169,013 3.110% 91,337 260,350 411,586 227,113 639,359
08/15/2006 203,844 3.220% 109,905 313,749 42,626 3.180% 22,634 65,260 171,641 3.110% 88,709 260,350 418,111 221,248 639,359
02/15/2007 207,126  3.220% 106,623 313,749 43,304 3.180% 21,956 65,260 174,310 3.110% 86,040 260,350 424,740 214,619 639,359
08/15/2007 210,461  3.220% 103,288 313,749 43,992 3.180% 21,268 65,260 177,021 3.110% 83,329 260,350 431,474 207,885 639,359
02/15/2008 213,849  3.220% 99,900 313,749 44,692 3.180% 20,568 65,260 179,774 3.110% 80,576 260,350 438,315 201,044 639,359
08/15/2008 217292 3.220% 96,457 313,749 45,402 3.180% 19,858 65,260 182,569 3.110% 77,781 260,350 445,263 194,096 639,359
02/15/2009 220,791 3.220% 92,959 313,750 46,124 3.180% 19,136 65,260 185,408 3.110% 74,942 260,350 452,323 187,037 639,360
08/15/2009 224,345 3.220% 89,404 313,749 46,857 3.180% 18,403 65,260 188,291 3.110% 72,059 260,350 459,493 179,866 639,359
02/15/2010 227,957 3.220% 85,792 313,749 47,602 3.180% 17,658 65,260 191,219 3.110% 69,131 260,350 466,778 172,581 639,359
08/15/2010 231,627  3.220% 82,122 313,749 48,359 3.180% 16,901 65,260 194,192 3.110% 66,158 260,350 474,178 165,181 639,359
02/15/2011 235357  3.220% 78,392 313,749 49,128  3.180% 16,132 65,260 197,212 3.110% 63,138 260,350 481,697 157,662 639,359
08/15/2011 239,146  3.220% 74,603 313,749 49,909 3.180% 15,351 65,260 200,279  3.110% 60,071 260,350 489,334 150,025 639,359
02/15/2012 242,996  3.220% 70,753 313,749 50,703 3.180% 14,557 65,260 203,393 3.110% 56,957 260,350 497,092 142,267 639,359
08/15/2012 246,908  3.220% 66,841 313,749 51,509  3.180% 13,751 65,260 206,556 3.110% 53,794 260,350 504,973 134,386 639,359
02/15/2013 250,884  3.220% 62,866 313,750 52,328 3.180% 12,932 65,260 209,768 3.110% 50,582 260,350 512,980 126,380 639,360
08/15/2013 254,923 3.220% 58,826 313,749 53,160 3.180% 12,100 65,260 213,030 3.110% 47,320 260,350 521,113 118,246 639,359
02/15/2014 259,027 3.220% 54,722 313,749 54,005 3.180% 11,255 65,260 216,342 3.110% 44,008 260,350 529,374 109,985 639,359
08/15/2014 263,197  3.220% 50,552 313,749 54,864  3.180% 10,396 65,260 219,706 3.110% 40,644 260,350 537,767 101,592 639,359
02/15/2015 267,435  3.220% 46,314 313,749 55,736  3.180% 9,524 65,260 223,123 3.110% 37,227 260,350 546,294 93,065 639,359
08/15/2015 271,741 3.220% 42,009 313,750 56,623 3.180% 8,637 65,260 226,592 3.110% 33,758 260,350 554,956 84,404 639,360
02/15/2016 276,116  3.220% 37,634 313,750 57,523 3.180% 7,737 65,260 230,116  3.110% 30,234 260,350 563,755 75,605 639,360
08/15/2016 280,561  3.220% 33,188 313,749 58,438 3.180% 6,822 65,260 233,694 3.110% 26,656 260,350 572,693 66,666 639,359
02/15/2017 285078  3.220% 28,671 313,749 59,367 3.180% 5,893 65,260 237,328 3.110% 23,022 260,350 581,773 57,586 639,359
08/15/2017 289,668  3.220% 24,081 313,749 60,311 3.180% 4,949 65,260 241,019 3.110% 19,331 260,350 590,998 48,361 639,359
02/15/2018 294,331 3.220% 19,418 313,749 61,270 3.180% 3,990 65,260 244,767 3.110% 15,583 260,350 600,368 38,991 639,359
08/15/2018 299,070 3.220% 14,679 313,749 62,244  3.180% 3,016 65,260 248,573 3.110% 11,777 260,350 609,887 29472 639,359
02/15/2019 303,885  3.220% 9,864 313,749 63,233 3.180% 2,027 65,260 252,438 3.110% 7912 260,350 619,556 19,803 639,359
08/15/2019 308,778  3.220% 4,971 313,749 64,239 3.180% 1,021 65,260 256,363 3.110% 3,987 260,350 629,380 9,979 639,359
$7,798,176 _ $2,241,797 310,039,973 $1,626,877 $461.443 $2,088,320 _ $6,524.304 $1,806,896 _ $8,331,200 $15,949,357 _ $4,510,136 $20.459.,493
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SCHEDULE OF DEBT SERVICE REQUIREMENTS TO MATURITY : Schedule 13
Note Payable - Florida Muncipal Power Agency

For the Fiscal Year Ended September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

NEW SMYRNA BEACH, FLORIDA

Tnitial Pooted Loan Project Initial Pooled Loan Project Initial Pooled Loan Project Total Debt Service Requirements
Acquisition of Electric Generation Plant Acquisition of Sugar Mill Water/Sewer Plant Acquisition of Land for Plant Expansion to Maturity
Original Loan - $12,200,000, Principal due 04/01 Original Loan - $3,000,000, Principal due 10/01 Original Loan - $9,050,000, Principal due 12/01 —~ Combined --
Payment Principal Interest Total Principal Interest Total Principal Interest Total Principal Total
Period Amount Rate . Interest Requirements Amount Rate Interest Requirements Amount Rate Interest Requirements Amount Interest Requirements
09/30/2004 425,000 1.70% 176,545 601,545 - 1.70% - . 290,000 1.70% 135,504 425,504 715,000 312,049 1,027,049
09/30/2005 440,000 1.70% 168,853 608,853 99,000 1.70% 44,778 143,778 305,000 1.70% 130,036 435,036 844,000 343,667 1,187,667
09/30/2006 465,000 1,70% 160,778 625,778 105,000 1,70% 42,993 147,993 325,000 1.70% 124,298 449,298 895,000 328,069 1,223,069
09/30/2007 485,000 1.70% 152,320 637,320 111,000 1.70% 41,106 152,106 340,000 1.70% 118,235 458,235 936,000 31,661 1,247,661
09/30/2008 510,000 1.70% 143,438 653,438 117,000 1.70% 39,117 156,117 360,000 1.70% 111,903 471,903 987,000 294,458 1,281,458
09/30/2009 535,000 1.70% 134,088 669,088 124,000 1.70% 37,009 161,009 375,000 1.70% 105,173 480,173 1,034,000 276,270 1,310,270
09/30/2010 565,000 1.70% 124,270 689,270 131,000 1.70% 34,782 165,782 400,000 1.70% 98,090 498,090 1,096,000 257,142 1,353,142
09/3072011 590,000 1.70% 113,985 703,985 138,000 1.70% 32,436 170,436 420,000 1.70% 90,667 510,667 1,148,000 237,088 1,385,088
09/30/2012 620,000 1.70% 103,148 723,148 146,000 1.70% 29,954 175,954 440,000 1.70% 82,833 522,833 1,206,000 215,935 1,421,935
09/30/2013 655,000 L70% 91,715 746,115 155,000 1.70% 27,319 182,319 465,000 1.70% 74,573 539,573 1,275,000 193,607 © 1,468,607
09/30/2014 690,000 1.70% 79,645 769,645 164,000 1.70% 24,531 188,531 490,000 1.70% 65,889 555,889 1,344,000 170,065 1,514,065
09/30/2015 730,000 1.70% 79,645 809,645 173,000 1.70% 24,531 197,531 515,000 1.70% 65,889 580,889 1,418,000 170,065 1,588,065
09/30/2016 770,000 1.70% 66,895 836,895 183,000 1.70% 21,590 204,590 545,000 1.70% 56,709 601,709 1,498,000 145,194 1,643,194 -
09/30/2017 815,000 1.70% 53,423 868,423 194,000 1.70% 18,479 212,479 575,000 1.70% 47,019 622,019 1,584,000 118,921 1,702,921 B
09/30/2018 860,000 1.70% 39,185 899,185 205,000 1.70% 15,181 220,181 600,000 1.70% 36,890 636,390 1,665,000 91,256 1,756,256 .
09/30/2019 910,000 1.70% 24,140 934,140 216,000 1.70% 11,696 227,696 635,000 1.70% 26,194 661,194 1,761,000 62,030 1,823,030 W
09/30/2020 965,000 1L.70% 8,203 973,203 229,000 1.70% 8,024 237,024 670,000 1.70% 14,903 684,903 1,864,000 31,130 1,895,130 -
09/30/2021 - . - 243,000 1.70% 4,131 247,131 765,000 1.70% 13,005 778,005 1,008,000 17,136 1,025,136 3
$11,030,000 $1,720,276 $12,750,276 $2,733,000 $457,657 $3,190,657 $8,515,000 $1,397,810 $9,912,810 $22,278,000 $3,575,743 $25,853,743 ]:"

i
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STATISTICAL SECTION

STATISTICAL TABLES DIFFER FROM FINANCIAL STATEMENTS BECAUSE THEY
USUALLY COVER MORE THAN ONE FISCAL YEAR AND MAY PRESENT NON-
ACCOUNTING DATA. THESE TABLES REFLECT SOCIAL AND ECONOMIC DATA
AND FINANCIAL TRENDS OF THE UTILITIES COMMISSION, CITY OF NEW

SMYRNA BEACH, FLORIDA.



SCHEDULE OF EXPENSES BY FUNCTION
LAST TEN FISCAL YEARS

September 30,

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Operating
Required
Transmission, Payments
Distribution Administrative to City of
Fiscal Total Production and Customer and New Smyma
Year Expenses Expenses Collection Accounting General Beach
1994 32,069,031 15,514,926 2,937,195 811,963 4,015,134 1,922,423
1995 33,667,749 15,736,225 3,433,468 808,391 4,300,729 1,945,294
1996 33,106,991 16,004,020 3,053,810 819,986 3,778,385 2,076,104
1997 32,319,028 16,469,270 2,624,394 726,214 3,312,462 1,949,594
1998 32,709,554 16,652,829 2,657,672 660,678 3,406,001 2,018,552
1999 31,791,948 16,005,319 2,731,438 721,860 3,169,521 2,016,471
2000 43,684,948 22,970,923 3,140,325 818,320 3,227,988 2,214,486
2001 41,181,296 22,270,711 3,348,147 745,380 3,519,275 2,625,008
2002 39,157,248 19,691,447 3,782,641 821,128 3,385,868 2,509,729
2003 43,861,954 23,000,352 3,751,847 996,421 4,302,892 2,706,427
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Table1

Expenses Non-operating Expenses
Interest .
Depreciation Total and Other - ) Total

and Operating Debt Non-operating  Loss on disposal  Non-operating

Decommissioning Expense Expense Expense- of assets Expenses
3,210,370 28,412,011 3,458,792 T 117,691 80,537 3,657,020
3,540,923 29,765,030 3,791,166 78,565 32,988 3,902,719
3,583,478 29,315,783 3,731,690 o 20,647 38,871 ©3,791,208
3,632,710 28,714,644 3,462,756 3§,840 .  10|,788 3,604,384
3,692,111 29,087,843 3,422,072 7 40,092 i59,547 3,621,711
3,694,652 28,339,261 3,353,913 B 11,328 87,446 3,452,687
3,875,830 36,247,872 v 3,877,542 61,620 3,497,914 7,437,076
4,581,217 37,089,738 3,976,825 -':12;466 99,267 4,091,558
4,899,416 35,090,229 3,952,841 56,064 58,114 4,067,019
5,049,264 39,807,203 3,355,193 L :690,017 9,541 4,054,751
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SCHEDULE OF REVENUES BY SOURCE

LAST TEN FISCAL YEARS

September 30, :

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Operating Revenues

Fiscal Total Electric Water Wastewater Telecommunications
Year Revenues System System System System

1994 S 33,264,310 24,352,192 3,923,279 3,172,812 -
1995 S 41,208,889 25,612,207 3,972,005 3,551,240 -
1996 S 36,439,421 25,872,665 4,145,975 3,744,450 -
1997 $ 35,820,675 24,901,225 4,187,748 3,758,499 -
1998 $ 36,105,091 24,699,025 4,365,734 3,849,022 -
1999 $ 36,717,793 24,066,446 4,552,710 3,933,025 -
2000 5 43,664,295 31,967,742 4,576,099 4,876,066 -
2001 3 45,246,272 33,114,680 4,736,997 4,863,710 -
2002 S 42,467,328 29,997,004 4,983,226 5,631,995 -
2003 S 51,516,203 32,987,652 5,123,020 5,654,537 2,581,857
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Non-operating Revenues

Total ~ Total
Operating Interest Other Capital Non-operating
Revenue Earnings Income Contributions Revenue

31,448,283 495,971 277,769 1,042,287 1,816,027

33,135,452 762,206 355,693 6,955,538 8,073,437

33,763,090 824,645 252,121 1,599,565 2,676,331

32,847,472 898,260 199,327 ‘1,é75,616 2,973,203

32,913,781 1,082,325 353,946 1,755,039 . 3,191,310

32,552,181 1,006,728 286,029 2,872,855 4,165,612

41,419,907 1,114,573 356,616 773,199 2,244,388

42,715,387 905,244 440,007 1,185,634 2,530,885

40,612,225 461,153 433,355 960,595 1,855,103

46;347,066 358,454 336,526 4,474,157 5,169,137
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DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

September 30,
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Table III

New
Smyrna County
Beach's Per County School
Estimated Capita Unemployment School Percent
Fiscal Population Income Rate Enrollment Attendance
Year (1) ) 3 “) “)
1994 17,989 518,482 6.4% 5,053 96.0%
1995 17,853 $19,425 4.9% 5,348 96.0%
1996 18,239 $20,431 4.5% 4,978 96.0%
1997 18,327 $21,328 3.9% 5,008 95.9%
1998 18,503 $21,933 3.3% 6,767 95.4%
1999 18,603 $22,675 2.9% 6,810 95.2%
2000 18,977 5) N/A 4.0% 6,478 95.0%
2001 20,048 ) N/A 3.3% 5,059 95.0%
2002 20,169 5) N/A 43% 4,900 95.0%
2003 20,595 - (%) N/A 4.9% 4,829 95%

)
(2)
3)
G
(%)

Obtained from University of Florida, Bureau of Economics and Business Research.

Obtained from Volusia County Business Development Corporation.

Obtained from State of Florida, Department of Labor and Employment Security.

Obtained from Volusia County School Board - includes grades K-12.

Obtained from City of New Smyrna Beach Development Services Division.
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C

PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS (4) 8
LAST TEN FISCAL YEARS =
September 30, _ :
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA
FDIC .
. Dollar Insured Property
Number Value Institutional Assessed
of of Deposits Value
Fiscal " Permits Construction @ 3)
Year (1) (5000's) ($000's) (5000's)
1994 2,266 $18,103 $532,340 &) $1,149,931
1995 2,177 $33,581 $539,119 (6) $1,199,523
1996 2,561 v $23',7‘85 $548,762 (6) $1,231,515
1997 _ 2,301 - $28,975 $543,313 ©) . ~ $1,275,232
1998 3,779 $39,327 $562,509 6) $1,336,740
1999 © 5977 ' - 541,166 $576,008 (6) $1,380,855
2000 _ 2,257 - "'841,296 $590,205 - (6) $1,541,902.
2001 - 3,742 - $72,439 $653,201 (6) $1,685,072
2002 2,810 : - $59,610 $590,955 ©) $1,852,528

2003 34,777 $87,616 $752,958 ©6) $2,090,052

(1) Obtained from City of New Smyma Beach Building Depﬁrtment.

(2) Obtained from inquiry of officials of banks and saving@ z"ind.ldan associations.
(3) Obtained from Volusia County Finance Department o A
(4) The above data is related excluswely to area wﬂhm the mumc:pal llmlts of the Cny of New Smyrna Beach.

(5) Deposit 1nformatxon after 1993 does not include dep051ts from bank and savings and loan branches whxch are
located outside the municipal boundaries of the City of New Smyrna Beach. Prior to 1994, branch deposits
were based on regional banking/savings and loan center totals which included branches located outside of -
the City. Prior year data cannot be easily segregated due to the large number of banking changes/mergers
that have occured during the last ten years. S

(6) Deposit information obtained from Florida Bankers Association and FDIC June Market Share Report.- .

P
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SCHEDULE OF INSURANCE IN FORCE

September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

NEW SMYRNA BEACH, FLORIDA

Coverage and
Insuring Company

Policy
Number

Policy
Period

Details of Coverage

Table V

Liability Limits

Comprehensive General Liabiity:
Coregis

Business Auto:
Coregis

Business Property:
Coregis

Crime:
Coregis

Boiler and Machinery:
Travelers Property Casualty

Flood Insurance:
Omaha Property Casualty

Nuclear Energy Damage:
American Nuclear Insurance and
Nuclear Electric Insurance, Ltd.

Insurance Ltd.

{These amounts represent the

total insurance coverage for

Florida Power Corporation's Crystal
River nuclear plant, of which the
Commission owns a 0.05608%
undivided ownership interest)

Public Official/Employee Liabiity:
Coregis Insurance Organizations

Workers' Compensation:
Preferred Governmental Insurance
Trust

Pollution Liability:
Florida Petroleum Liability Insurance
Mid-Continent Group

Coregis

PK FL 106449520302 10/01/2003
10/01/2004

PK FL 106449520302 10/01/2003
10/01/2004

PK FL 106449520302 10/01/2003
10/01/2004

PK FL 106449520302 10/01/2003
' 10/01/2004
MS5J-BM21-993x9275-T1L-03 10/01/2003
10/01/2004

30097212202003  09/02/2003
09/02/2004

P00-081 04/01/2003
04/01/2004

X00-015 04/01/2003
04/01/2004

NF195 04/01/2003
04/01/2004

NS347 04/01/2003
04/01/2004

N35 04/01/2003
04/01/2004

NW579 04/01/2003
04/01/2004

PK FL 106449520302 10/01/2003
10/01/2004

(24,102) 10/01/2003
10/01/2004

07/10/2003

047000010729 07/10/2004
PK FL 106449520302 10/01/2003
10/01/2004
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Combined bodily injury
and property damage

Liability
Comprehensive

Collision

No fault

Buildings and contents

Valuable papers/records
Contractors equipment
Computer equipment

Forgery or Alteration

Theft, Destruction (inside)
Theft, Destruction (outside)
Employee Dishonesty

Breakdown due to accident

Building
Contents
Deductible

Primary property

Excess property
(Excess of $500 million)
Primary liability
Suppliers and transporters
liability
Secondary financial

protection
Master Workers Torts

Liability

Statutory coverage
Employer's liability
Liability - fuel spillage

Liability

$5,000,000 with $ -0- deductible
(statutory limits)

$1,000,000 bodily injury and
property combined

Actual cash value less
$250 deductible

Actual cash value less
$500 deductible

Statutory

$18,850122 with $10,000
deductible (agreed value)
$100,000 with $250 deductible
$952,793 with $1,000 deductible
$155,000 with $1,000 deductible

$100,000 aggregate, $1,000
deductible

$70,000 with $1,000 deductible

$70,000 with $1,000 deductible

$100,000 with $1,000 deductible

$50,000,000 with $10,000
deductible

$500,000
$500,000
$5,000

$500 million

$1.100 billion

$200 million

$200 million

$9.514 billion with $200 million

deductible
$200 million aggregate

$1,000,000 Retentions-$10,000
per loss

Statutory
$100,000

$1,000,000 / $2,000,000 aggregate
$10,000 deductible

$1,000,000 aggregate
$25,000 deductible
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TEN LARGEST ELECTRIC CUSTOMERS

September 30, 2003 - )

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Kilowatt Hour Sales

Revenues Billed

Table V1

: Percent Percent
(kWh) of . of
(000's) Total Amount Total
1. Bert Fish Medical Cemer 7,787 2.10% $594,416 1.87%
‘2. Utilities Commission (wastewater plant) .........ccoooeveereune. 4,357 1.18% 333,013 1.05%
" 3. Reddy lce ........ 3,233 0.87% 252,581 0.79%
4. "'Publix Food Store (#2019100)........cc.mecverermereceircrsessonccees 3,180 0.86% - 250,040 0.79%
EIRIR TN 01T ¢ 7.x 1113 WO 3,035 0.82% - " 229,423 0.72%
© 6. Publix Food Store (#2033500).............ccereerrnreres erreennas 2,839 0.77% 215,955 0.68%
7. Car?ustar Indl.l‘strila.l.& Consumer Prd.........,... .......... R 2,614 0.71% 171,686 0.54%
8. Wal-Mart S)tores ................................................ eeeeneensraaee 2,407 0.65% ' 181,009 0.57%
9. Board of Public Instruction (NSB Middle School).......... . - 2,361 0.64% 200,761 0.63%
10, KMart #7447 ......ooirineteciemecrcneestsensesesssesssssssssessae 2,290 0.62% 174,959 0.55%
TOMALS.ceverresenesreeeessmesrasesssssssseesesssssaseseesssmces 34,103 9.22% $2,603,843 8.19%




TEN LARGEST WATER CUSTOMERS

September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

10.

Table VII

Consumption Revenues Billed
Percent Percent
Gallons of of
(000's) Total ~ Amount Total
REAAY ICE ettt 21,353 1.45% $57,022 1.10%
Board of Public InStruction........ccceveveeeeeeeeereecneerreesversrnns 15,659 1.06% 42,953 0.83%
Bert Fish Medical Center.......ccoiveeieercecricnecrenreceecreenees 14,633 0.99% 27,184 0.52%
Sea Woods Homeowners ASSOCIAtioN......ceeveeereneeeriveeennes 13,953 0.95% 38,477 0.74%
Errol by the Sea Condominium Association.......ceeceeveeees 12,991 0.88% 27,165 0.52%
Rinker Materials ......cccoeverveiicrioncnrccncennrinieecsesnnsseas 11,696 0.79% 28,598 0.55%
Federal Housing Authority......ocooereniincommncrccncenimracncinns 10,852 0.74% 32,594 0.63%
Islander Beach LOdBE.....c.c.ocrccemeicniineicnnnrincreneereceeneenees 9,096 0.62% 13,807 0.27%
Pelican ASSOCIAtION .o.cccvecieeiereiirreircnr e enerrnessnesiracesesaens 8,932 0.61% 15,093 0.29%
Oceanview Nursing HOme ......ccccccvicmeivieneninincerenversenniee. 7,935 0.54% 14,218 0.27%
TOLRIS ettt remr s e s e e 127,100 8.63% $297,111 5.72%
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SCHEDULE OF REVENUE CERTIFICATE COVERAGE ' Table VIII
LAST TEN FISCAL YEARS

September 30, ~ - AT B g

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA -

NEW SMYRNA BEACH, FLORIDA

2003 : 2002 2001 2000 1999
Gross Revenue Per Certificate Resolution:
Operating revenues ... 3 46,347,066 40,612,225 42,715,387 41,419,907 32,552,181
Interest and other income (excluding
construction fund interest €arnings) .....co.ceecemerne 694,980 o 894,508 1,345,251 1,471,189 1,292,757
Capital contributions 4,474,157 - 960,595 1,185,634 773,198 1,774,292
Assessment COMECHIONS .....verrireeeerriserisersessssnsrenerscee: 0 ' 0 0 . 0 3,408
Gross revenue per certificate resolution ............. 51,516,203 42,467,328 45,246,272 43,664,294 35,622,638
Expenses Per Certificate Resolution: . i
Operating expenses 39,807,203 35,090,229 37,049,738 - 36,247,872 28,339,261
Less: Depreciation eXpense .....ovencicecsssiensesiniaens (4,904,128) (4,737,946) (4,360,451) (3,656,949) (3,502,707)
Required payments 10 the City .....cccocereemnenee (2,706,427) (2,509,729) (2,625,008) (2,214,486) (2,016,471)
Expenses per certificate resolution ......ccceveeeenes - 32,196,648 - 27,842,554 30,064,279 30,376,437 22,820,083
Irvlco’me available for debt service ........coemeuneenn. $ 19,319,555 14,624,774 15,181,993 13,287,857 12,802,555
Annual Debt Service Requirements: )
Principal . $ 4,070,000 - 2,705,000 2,560,000 2,460,000 2,350,000
Interest (less accrued interest) (1) cooovcerecrcircenacncne : 1,969,170 - 2,515,209 2,747,236 2,857,214 2,948,209
Annual debt service requirements ........ccoceceuee.. $ 6,039,170 5,220,209 5,307,236 5,317,214 5,298,209
Coverage ratio (Times) 3.20 2.80 286 - 2.50 242
1998 1997 1996 1995 1994
Gross Revenue Per Certificate Resolution: T o
Operating revenues $ 32,913,781 . 32,847,472 33,763,090 - 33,135,452 31,448,283
Interest and other income (excluding
construction fund interest €amings) «.....c.coceveerver 1,436,271 1,097,587 1,076,766 1,117,899 773,740
Capital contributions ....... 1,755,040 1,785,424 1,383,945 - 798,090 727,054
Assessment COIECHIONS ......ccoveueveitieenmriessecsrenseesns: 40,878 559 1,331 3,106 (301)
Gross revenue per certificate resolution ............. 36,145,970 35,731,042 36,225,132 35,054,547 32,948,776 ,V
Expenses Per Centificate Resolution: ) . ’
Operating expenses ¢ 29,087,843 . 28,714,644 - - 29315783 29,765,030 28,412,011
Less: Depreciation expense . (3,490,562) T :(3,450,710) " (3,386,306) - (3,337,966) (3,179,382)
Required payments to the City .......coccceercerrenn (2,018,552) - (1,949,594) (2,076,104) - (1,945,294) (1,922,423).
Expenses per certificate resolution ......ce..coeerens 23,578,729 23,314,340 23,853,373 24,481,770 23,310,206 '
Income available for debt Service .........cceceene.e- $ 12,567,241 - 12,416,702 - ©12,371,759 - 10,572,777 19,638,570
Annual Debt Service Requirements: - ‘ - c
Principal $ 2,255,000 1,945,000 1,855,000 1,680,000 - -1,595,000
Interest (less accrued interest) (1)) 3,054,404 v 3,138,448 : 3,687,574 . 3,841,252 ©. 3,923,144 ¢
Annual debt SErvice TEqUITEMENtS ...onveeeoooeenene. s 5300404 5083448 - 5542,574 - © ‘5521252 - °'5518,144
Coverage ratio (Times) R R Y R - 191 5 -175

(1) Interest expense for the fiscal year ended September 30, 2002 is stated net of $152,218
in interest expense which was funded from the proceeds of the issq'ance of revenue certificates. -
*
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HISTORICAL PEAK DEMAND AND ELECTRIC SYSTEM NET ENERGY REQUIREMENTS, Table I1X
WATER DEMAND, AND SEWAGE FLOWS

LAST TEN FISCAL YEARS

September 30,

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA

NEW SMYRNA BEACH, FLORIDA

ELECTRIC SYSTEM WATER SYSTEM WASTEWATER SYSTEM
Net Annual Annual Maximum Average Minimum Total ~Maximum Average Minimum Total

Energy Annual Peak Increase Daily Daily Daily Annual Daily Daily Daily Annual
Fiscal Requirements Increase Demand (Decreasc) Flow Flow Flow Production Flow Flow Flow Production
Year (kWh) % (kW) % (MGD) (MGD) (MGD) (MGY) (MGD) (MGD) (MGD) (MGY)
1994 301,883,000 3.2 69,900 3.1 5.83 3.84 2.12 1,400 3.16 2.68 1.72 979
1995 . 318,962,000 5.7 88,300 26.3 6.14 4.19 2.62 1,457 3.59 2.88 1.65 1,053
1996 331,282,000 3.9 89,200 1.0 6.18 4.30 2.85 1,572 443 2,77 2.07 1,016
1997 325,239,000 (1.8) 82,500 (7.5) 5.85 4.28 2.73 1,562 4.50 246 1.88 898
1998 352,623,000 8.4 80,200 (2.8) 6.62 4.54 2.88 1,659 4.23 2.49 1.94 909
1999 335,599,000 0.8 85,700 6.9 6.13 4.57 2.56 1,667 7.55 2.97 1.25 1,096
2000 360,760,000 0.8 87,300 1.9 7.06 4.82 21 1,763 812 3.30 2.25 1,203
2001 361,159,000 0.1 91,100 4.4 5.96 4.54 2.11 1,658 9.29 3.81 1.97 1,304
2002 367,175,437 1.7 87,900 3.5) 6.62 473 2.16 1,726 9.77 3.92 240 1,429
2003 386,385,433 5.2 100,200 14.0 7.20 4.83 3.40 1,763 6.45 3.83 2.30 1,357

(1) The above information is provided pursuant to the requirements of Section 2(B) of the Commission's Continuing Disclosure Certificate issucd on August 7, 2002,
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" UTILITY RATE SCHEDULE -

ELECTRIC SERVICE o
September 30, 2003 #o!
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA -
NEW SMYRNA BEACH, FLORIDA

Electric System Rate Schedule:

Residential Service - Monthly Rate
~ Customer Charge: Single Phase Service
Three Phase Service

Energy Charge: All kWh r)er month at:
(plus fuel and purchased
power cost adjustment)

General Service - Non-Demand - Monthly Rate _
Customer Charge: ~ Single Phase Service
Three Phase Service

Energy Charge: All kWh per month at:
(plus fuel and purchased
power cost adjustment)

General Service - Demand - Monthly Rate
Customer Charge: . R
Demand Charge: AlLkW of billing demand

Energy Charge: _ All kWh per month at:
(plus fuel and purchased

power cost adjustment)

General Service - Demand Time of Use - Menthly Rate
Customer Charge: .
Demand Charge: per kW of excess demand

Energy Charge: - All kWh per month at:
e (plus fuel and purchased
power cost adjustment)

Customer Charge: ,
Demand Charge: AlIkW of billing demand
Energy Charge: All kWh per month at:
: - (plus fuel and purchased
power cost adjustment)

: Green Prrcmg Rate
-:Green Pricing Level I
v '_ Green Prlcmg Level 2

Fuel and Purchased Power Cost Adjustment Clause:

: The Fuel and Purchased Power Cost ‘Adjustment Clause (FPPCAC) is an integral component of the monthly
charges, and is designed to allow for accurate billing of fluctuating applicable fuel and purchased power costs.

> In order to minimize changes in customer billings, the FPPCAC is developed on a twelve month projected
basis, with provision to "true-up” any over or under recovery of any applicable fuel and purchased power
cost in each subsequent twelve month period A provision is provided in the clause for the FPPCAC to be
modified if significant circumstances arise during the twelve month billing cycle. The adjustment for the
twelve month period ending September 30, 2003 was $8.82 per 1,000 kWh through May 31, 2003.

Table X

$5.65
$7.85

$0.07173 per kWh

$6.05
$8.85

$0.07333 per kWh

$33.50
$5.50 per kW

$0.05546 per kWh

$33.50
$22.00 per kW

$0.05546 per kWh

$235.00
$5.50 per kW

$0.05546 per kWh

$5.00
$10.00

Beginning June 1, 2003 the adjustment was increased to $12.89 per kWh, which remains in effect as of October 1, 2003.

1) The above information is provided pursuant to the redrlirements of Secr{orr 2(B) of the Commission's
Continuing Disclosure Certificate which was issued on August 7, 2002 in conjunction with the sale
of $39,035,000 Utilities Refunding Revenue Certificates, Series 2002.



UTILITY RATE SCHEDULE -
WATER SERVICE
September 30, 2003
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Table XI

Gallonage Charge/1,000 Gallons

All meter sizes

65

. $4.43

Meter Base Reuse Billing Total
Size Facility Subsidy Charge Monthly
(Inches) Charge Charge Monthly . . Billing
Residential Service: 5/8" 885 8 090 $ 190 $ 11.65 + Gallonage Charge
Single Family ™ 22.15 225 1.90 § 26.30+ Gallonage Charge
12 44.25 4.50 190 $ 50.65+ Gallonage Charge
2" 70.80 7.20 1.90 $ 79.90 + Gallonage Charge
3" 141.60 14.40 1.90 $157.90 + Gallonage Charge
4" 221.25 22.50 1.90  $245.65 + Gallonage Charge
6" 442.50 45.00 1.90 $489.40 + Gallonage Charge
8" 708.00 72.00 1.90  $781.90 + Gallonage Charge
Gallonage Charge/1,000 Gallons
Block 1 Block 2 Block 3 Block 4
$1.00 SL10 $2.20 $2.70
Monthly Rate Blocks (Gallons)
Block 1 Block 2 Block 3 Block 4
All meter sizes 0-2000 2,001-6,000 6,001 - 14,000 14,001 and over
Base Reuse Billing Total
Billing Facility Subsidy Charge Monthly
Account Charge Charge Monthly Billing
Multi-Family Each Unit 885 $ 090 $ 000 $9.75
Master Meter 0.00 0.00 1.90  $1.90 + Gallonage Charge @
$1.05 per KG - all usage
Meter Base Total
Sugar Mill Residential, General and Multi-Family Size Facility Monthly
Master Meter Services (Inches) Charge Billing
5/8" x 3/4" $ 9.77 $ 9.77 + Gallonage Charge
3/4 14.55 $ 14.55 + Gallonage Charge
1" 24.43 $ 24.43 + Gallonage Charge
11/2° 48.88 $ 48.88 + Gallonage Charge
2" 78.20 $ 78.20 + Gallonage Charge
3" 156.39 $ 156.39 + Gallonage Charge
4" 244.37 $ 244.37 + Gallonage Charge
o" 488.74 $488.74 + Gallonage Charge
8" 782.00 $ 782.00 + Gallonage Charge
10" 1,124.11  $1,124.11 + Gallonage Charge
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UTILITY RATE SCHEDULE -

WATER SERVICE - (Continued)
September 30, 2003 o~ Aaw . _
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA ™ .
NEW SMYRNA BEACH, FLORIDA

Gallonage Charge/1,000 Gallons

Irrigation Service:

Table X1

Meter Size Block 1 Block 2 Block 3
1.8 $1.00 S110-- $2.20
Monthly Rate Blocks (Gallons)
Meter Size Block 1 Block 2 Block 3
I 0 -15,000 15,001 - 40,000 40,001 and over
112" 0 -30,000 30,001 - 75,000 75,001 and over
2" 0 -50,000 50,001 - 100,000 100,001 and over
3 0 -100,000 100,001 - 200,000 200,001 and over
4" 0 .-200,000 200,001 - 400,000 . 400,001 and over
6" 0 -300,000 300,001 - 600,000 " 600,001 and over
8" 0 -600,000 600,001 - 1,000,000 1,000,001 and over
Meter ‘Base Reuse Billing Total
Size Facility Subsidy Charge Monthly
Nonresidential service: (Inches) Charge Charge Monthly Billing
5/8" s 885 § 090 $ 190 $ 11.65+ Gallonage Charge
1" 2215 225 1.90 $ 26.30 + Gallonage Charge
112" 4425 4.50 190 $ 50.65 + Gallonage Charge
2" .~70.80 1120 190 S 79.90 + Gallonage Charge
3" 141.60 14.40 190 $157.90 + Gallonage Charge
4" 221.25 £22.50 1.90  $245.65 + Gallonage Charge
6" 442.50 45.00 1.90 $ 489.40 + Gallonage Charge
8" 708.00 72.00 1.90 §781.90+ Gallonage Charge
Gallonage Charge/1,000 Gallons
Meter Size Block 1 Block 2 Block 3
5/8"-8" $1.05 - 8125 . $1.70
~ Monthly Rate Blocks (éallons)
Meter Size Block 1 . Block 2 Block 3
- 5/8" 0.- 7,000 7,001 - i:ff,(')OO 14,001 and over
I 0 -15,000 15,001 - 40,000 40,001 and over
S B V7o 0 -30,000 30,001 - 75,000 75,001 and over
o2 0 -50,000 50,001 - 100,000 100,001 and over
3" 0 -100,000 100,001 - 200,000 200,001 and over
S 4" 0 :- 200,000 200,001 - 400,000 400,001 and over
6" 0 -300,000 300,001 - 600,000 600,001 and over
0

. 8"

- 600,000 600,001 - 1,000,000 1,000,001 and over

(0)) The above information is provided pursuant to the requirements of Section 2(B) of the Commission's
Continuing Disclosure Certificate which was issued on August 7, 2002 in conjunction with the sale

of $39,035,000 Utilities Refunding Revenue Certificates, Series 20Q2. L
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UTILITY RATE SCHEDULE - Table XI1I
WASTEWATER AND WATER REUSE SERVICE
September 30, 2003
UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA
Wastewater Rate Schedule
Residential, (Single-Family) and Non-Residential:
Meter Base Reuse Billing Total
Size Facility Subsidy Charge Monthly
(Inches) Charge Charge Monthly Billing
5/8" S 1407 S 1.05 § 1.50 $ 16.62 + Gallonage Charge
1" 35.20 2.65 1.50 $ 39.35 + Gallonage Charge
11/2° 70.35 5.25 1.50 $ 77.10 + Gallonage Charge
2" 112.56 8.40 1.50 $ 122.46 + Gallonage Charge
3" 225.12 16.80 1.50 $ 243.42 + Gallonage Charge
4" 351.75 26.25 1.50 $ 379.50 + Gallonage Charge
6" 703.50 52.50 1.50 $ 757.50 + Gallonage Charge
8" 1,125.60 84.00 1.50 $1,211.10 + Gallonage Charge

Gallonage Charge/1,000 Gallons

Block 1

Block 2

All meter sizes $2.30

$2.75

Monthly Rate Blocks (Gallons)

Block 1 Block 2
All meter sizes 0-2,000 2,001and over
Multi-Family:
Each Unit $ 14.07 1.05 0.00 0.00 $ 1512
Master Meter 0.00 0.00 1.50 1.55 $ 1.50 + Gallonage Charge
Meter Base Total
Sugar Mill Area: Size Facility Monthly
Residential Service (Inches) Charge Billing
5/8"x3/4" § 19.63 S 19.63 + Gallonage Charge
3/4 19.63 S 19.63 + Gallonage Charge
1" 19.63 S 19.63 + Gallonage Charge
11/2" 19.63 S 19.63 + Gallonage Charge
2" 19.63 $ 19.63 + Gallonage Charge
3" 19.63 $ 19.63 + Gallonage Charge
4" 19.63 $ 19.63 + Gallonage Charge
6" 19.63 $ 19.63 + Gallonage Charge
8" 19.63 $ 19.63 + Gallonage Charge
10" 19.63 $ 19.63 + Gallonage Charge

Gallonage Charge/1,000 Gallons

All meter sizes 0 -6,000
All excess gallons
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UTILITY RATE SCHEDULE - Table X1I
WASTEWATER AND WATER REUSE SERVICE - (Continued) ) T

September 30, 2003 ‘ Foo

UTILITIES COMMISSION, CITY. OF NEW SMYRNA BEACH, FLORIDA '

NEW SMYRNA BEACH, FLORIDA

Sugar Mill Area: Size Facility Monthly
General and Multi-Family Master Meter Service (Inches) Charge Billing
5/8"x3/4" § 19.63 $ 19.63 + Gallonage Charge
3/4" ) 29.45 $  29.45 + Gallonage Charge
1" 49.07 $ 49.07 + Gallonage Charge
112" ' 98.16 $ 98.16 + Gallonage Charge
2" 157.04 $ 157.04 + Gallonage Charge
3" 314.08 $ 314.08 + Gallonage Charge
4" 490.77 $ 490.77 + Gallonage Charge
6" 981.51 $ 981.51 + Gallonage Charge
8" 1,570.42 $ 1,570.42 + Gallonage Charge
10" 2,257.47 $ 2,257.47 + Gallonage Charge
Gallonage Charge/1,000 Gallons
All meter sizes $6.86
Sugar Mill Area: ¢ Charge pér ‘
_Residential Wastewater Only Service Meter Size Billing Period
AL $36.54
Reclaimed Water Rate Schedule:
Meter Minimum . Flow
Size Monthly | Charge
_ (Inches) Charge - perKG
Primary Tier Rate: Service:  5/8"X3/4" $ 1000 ©©  N/A
" 25.00 g " N/A
112" 5000 . N/A
Metered: 2" S 000 s 015
3" 000 015
4" 000 7 015
6" ©0.00 " 015
Secondary Tier Rate: $16.29/acre/month for metered users whose anticipated capacity exceeds

100,000 gallons per day and which must provide a minimum of three
(3) days of wet weather storage for the minimum flow rate of 1,900
gallons/acre/day on an annualfa\}crage. ,

(1) The above information is provided pursuant to the requirements of S‘ection‘2(B) of the Commission's
" Continuing Disclosure Certificate which was issued on August 7, 2002 in conjunction with the sale
0f 39,035,000 Utilities Refunding Revenue Certificates, Series 2002.
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UTILITY RATE SCHEDULE -
TELECOMMUNCIATIONS SERVICE

September 30, 2003

UTILITIES COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA
NEW SMYRNA BEACH, FLORIDA

Local Exchange Telephone Service:

Residential Service Plans - Monthly Rate

Business Service Plans - Monthly Rate

Home Plan
City Plan
America Plan
World Plan

Silver Package
Gold Package
Platinum Package

Measured Rate Charges:

Residential Intrastate Long Distance
Business Intrastate Long Distance

Residential State-to-State Long Distance

Business State-to-State Long Distance

Extended Area Usage Charge (Gold Package only)

Intemnet Service:

Economy Internet Dial-up
Standard Unlimited Internet Dial-up
Deluxe Unlimited Internet Dial-up

DSL Internet Service:

ADSL 128/384
ADSL 384/768
IDSL 128/128/
SDSL 192/192
SDSL 384/384
SDSL 768/768
SDSL 1.1/1.1
Reach T-1 192/192
Reach T-1 384/384
Reach T-1 768/768
Reach T-1 1.1/1.1

Broadband Wireless Internet:

6]

128 kbps/128 kbps
384 kbps/128 kbps
512 kbps/128 kbps
768 kbps/128 kbps
1.1 Mbps/128 kbps

The above information is provided pursuant to the requirements of Section 2(B) of the Commission's
Continuing Disclosure Certificate which was issued on August 7, 2002 in conjunction with the sale
of $39,035,000 Utilities Refunding Revenue Certificates, Series 2002.

Monthly Rate
Monthly Rate
Monthly Rate

Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate

Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
Monthly Rate
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Table X1II

$24.95 t0 $34.95
$32.95 to0 $34.95
$49.95 to $59.95
$58.95 to $69.95

$27.95 t0 $34.95
$29.95 t0 $36.95
$39.95 to $46.95

$.069 per minute
$.069 per minute
$.059 per minute
$.045 per minute

$.06 per minute

$6.95
$9.95
$12.95

$49.95

$69.95
$149.00
$149.00
$184.00
$279.00
$359.00
$409.00
$539.00
$669.00
$789.00

$22.95
$29.95
$39.95
$49.95
$69.95
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BRENT MILLIKAN & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Chairman and Commissioners
Utilities Commission, City of New Smyrna Beach, Florida
New Smyrna Beach, Florida

We have audited the financial statements of Utilities Commission, City of New Smyrna Beach, Florida, a
component unit of City of New Smyrna Beach, Florida, as of and for the year ended September 30, 2003,
and have issued our report thereon dated November 10, 2003. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether Utilities Commission, City of New Smyrna
Beach, Florida’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Utilities Commission, City of New Smyrna Beach,
Florida’s internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the internal
control over financial reporting. Our consideration of the internal contro] over financial reporting would
not necessarily disclose all matters in the internal control that might be material weaknesses. A material
weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.
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To the Honorable Chairman and Commissioners

Utilities Commission, City of New Smyrna Beach, Florida
New Smyrna Beach, Florida

Page 2 of 2

This report is intended solely for the information and use of the Utilities Commission, management, City
of New Smyrna Beach, the Auditor General of the State of Florida, and applicable federal/state awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than

these specified parties.
Bret Mllide $ lo., C

November 10, 2003
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BRENT MILLIKAN & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS

MANAGEMENT LETTER

To the Honorable Chairman and Commissioners
Utilities Commission, City of New Smyrma Beach, Florida
New Smyrna Beach, Florida

We have audited the financial statements of Utilities Commission, City of New Smyrna Beach, Florida,
(the “Commission”) as of and for the fiscal year ended September 30, 2003, and have issued our report
thereon dated November 10, 2003.

We conducted our audit in accordance with United States generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. We have also issued our Independent Auditor's Report on
Compliance and Internal Control over Financial Reporting. Disclosures in this report, which is dated
November 10, 2003, should be considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the Auditor General.
Those rules (Section 10.554(1)(g)1.a.) require that we address in the management letter, if not already
addressed in the auditor's report on compliance and internal control, whether or not inaccuracies,
shortages, defalcations, fraud, and/or violations of laws, rules, regulations, and contractual provisions
reported in the preceding annual financial audit report have been corrected. No inaccuracies,
irregularities, shortages, defalcations, and/or violations of laws, rules, regulations, and contractual
provisions were disclosed in the preceding annual report.

The Rules of the Auditor General (Section 10.554(1)(g)1.b.) require that we address in the management
letter, if not already addressed in the auditor's report on compliance and internal control, whether or not
recommendations made in the preceding annual financial audit report have been followed. The
recommendations made in the preceding annual financial audit report have been corrected.

As required by the Rules of the Auditor General (Section 10.554(1)(g)2.), the scope of our audit included
a review of the provisions of Section 218.415., Florida Statutes, regarding the investment of public funds.
In connection with our audit, we determined that Utilities Commission, City of New Smyma Beach,
Florida, complied with Section 218.415, Florida Statutes.

The Rules of Auditor General (Section 10.554(1)(g)4.) require disclosure in the management letter of the
following matters if not already addressed in the auditor's report on compliance and internal control: (1)
violations of laws, rules, regulations, and contractual provisions that have occurred, or are likely to have
occurred; (2) improper or illegal expenditures; (3) improper or inadequate accounting procedures (e.g.,
the omission of required disclosures from the financial statements); (4) failures to properly record
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To the Honorable Chairman and Commissioners

Utilities Commission, City of New Smyma Beach, Florida
New Smyrna Beach, Florida

Page 2 of 3

financial transactions; and (5) other inaccuracies, shortages, defalcations, and instances of fraud
discovered by, or that come to the attention of, the auditor. Our audit disclosed no matters
required to be disclosed.

The Rules of the Auditor General (Section 10.554(1)(g)5.) also require that the name or official title and
legal authority for the reporting entity be disclosed in the management letter, unless disclosed in the notes
to the financial statements. The Utilities Commission, City of New Smyrna Beach, Florida, was created in
1967 through the passage of Chapter 67-1754, Laws of Florida, Special Acts of 1967 (House Bill 1669),
which amended the Charter of the City of New Smyrna Beach, Florida, to create the Utilities Commission
as a component unit of the City of New Smyrna Beach, Florida.

As required by the Rules of the Auditor General (Section 10.554(1)(g)6.a.), the scope of our audit
included a review of the provisions of Section 218.503(1), Florida Statutes, regarding financial
emergencies. In connection with our audit, we determined that Utilities Commission, City of New
Smymna Beach, Florida, is not in a state of financial emergency as a consequence of the conditions
described in Section 218.503(1), Florida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(g)6.b.), we are required to determine
that the annual financial report for Utilities Commission, City of New Smyrna Beach, Florida, required to
be filed with the Florida Department of Banking and Finance pursuant to Section 218.32 (1)(b), Florida
Statutes is in agreement with the annual financial audit report for the fiscal year ended September 30,
2003. This report has not yet been completed by the Commission’s oversight unit (City of New Smyrna
Beach, Florida, Unit ID#251) at the time of submitting this report. Upon completion of the annual
financial report, we will compare the reported data with that data contained in their audited financial
statements to confirm that both are in agreement. Should it be determined by us that the data reported in
the annual financial report is not in agreement with the Commission’s audited financial statements, we
will promptly report our findings to you in an amended or supplemental management letter.

As required by the Rules of the Auditor General (Sections 10.554(g)(6)c. and 10.556), we applied
financial condition assessment procedures at September 30, 2003. It is management’s responsibility to
monitor the entity’s financial condition, and our financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.

This management letter is intended solely for the information of Utilities Commission, City of New

Smyrna Beach, Florida and its management, and the State of Florida Office of the Auditor General and is
not intended to be and should not be used by anyone other than these specified parties.

Bueit Millidbn $ Co, C

November 10, 2003
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