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A Letter From The Authority ('hiuirm;m and The President and General Manage

FACING NEW DIMENSIONS

Smiling... Service... Satisfaction. This ments to the transmission ad distribution system
motto has been hallmark in tne .ormative years of including three new substations; and the design and
the Kisssimmee Utility Authority, In March, 1985, construction of a new adrministration facility cur
the voters of Kissimmee approved establishing a rently in the hands of buildurs, architects and
separate entity from the city to provide electric engineers
servic. t0 the residents of this area; alas, the A was With these new din:ensions upon us and 1n
adder ) KUA. As a result, this challenged us to set the future, the total cost of these projects over a ten-
new & ais and reach new horizons. Fiscal year year period will be approximately $128 million
1991 was a fast-paced year of success for KUA With five years under our belt, KUA as a separate
marked by growth, commitment to the community entity, has been able to strengthen its financial
and continued financial strength position and has been able to fund all capita’ pro)

From its inception, KUA was off and run ects internally. By closely monitoring our ex-
ning in many directions with new heights to reach penses, we are making every effort to limit the
Without a doubt, the greatest challenge to the KUA amcunt of borrowing that will be needed in the
over the last decade has been the growth of our future. KUA i1s committed to financial soundness in
erea, yet, thanks to sound planning by KUA staft order to best serve our ratepayers - - now and in the
and Board of Directors, KUA has been able 1o meet future
that growth with no base rate As evidenced by this

increase since the Authority’s
origin in 1985

Looking ahead, we at
KUA have identified major
capital projects that will help
meet the need of system de-
mands caused by rapid customer
growth during the final years of
the 20th century. These projects
include the construction of a
new gas turbine facility, instal
lation of a new supervisory
control and data acquisition
(SCADA) system to better
monitor and regulate the flow of
energy requirements; improve

report, 1991 found KUA
busy diving into new
things, not just testing the
waters, to build a utility
our customers can be
proud of. KUA wasn't
afraid to get a hittle wet in
1991

Sound planning,
customer dedication and
commitment, and employ
ees willing to soar above
the rest will allow KUA
to add 1o the quaiity of
life throughout the area.
An area we call home

/ A / i
,—?/g""',i"/“(" ."’(;V‘ / f/ ‘, j
4 7 #

Richard L. Hord James C. Welsh

Chairman President & General Manager
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KRWH Sales - (thousands)

KW Peak Demand - (thousands)
Customers - average number
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Operating revenues -

Fuel and purchased power axpenses -
(thousands)

Fotal operating expenses - (thousands)

KWH sales per residertial customer

Average revenue per KWH residential

sales < (excluding COPA)
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. Fuel & Purchased Power 35 5%

. Operation & Maintenance 18,19

. Capital Improvements 15.0%
Debt Service 12 39

Cash jor Future Improvements 6. 8%
. Intergovernmental Transfers
Other 12.3%
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with the Board in 1985 and has held
the position of Secretary since that
time.

Initially, a reporter for the
Milwaukee Sentinel and Milwaukee
Journal, Bobroff ro e to positions of
Associate Editor and Editor of
several large newspaper publica-
tions throughout Florida. From
1962 to 1982, he held various
positions with the Orlando Sentinel,
including serving on the Editoral
Board. Bobroff carned his very
credible reputation in the field of
Journalism stemming from his
college days at the University of
Wisconsin.

Although retired as a re-
porter, Bobroff currently is an
agricultural writer. In addition, this
Osceola County resident of 31 years
1s President/Owner of Bobroff's,
Inc., a national stamp approval
business

Harry Lowenstein

Harry
Lowenstein
18 currently
serving his
first term in
office,
which began
October |
1987. He
holds the
position of Assistant Secretary
Having been associated with
the clothing industry since 1952,
Lowenstein is the owner of one of

the city's oldest retail establish-
ments, Goold's Department Store,
located in Downtown Kissimmee
Lowsznstein has been a resident of
Osceola County for 19 years

Arnold W. Jones

Businessman Arnold
W. Jones is currently serving his
second term on the KUA Board of
Directors. Joues is no stranger 1o
KUA,
having
served as an
original
Board
member in
1985
responsible
for trans
forming the

utility to an authority

Jones currently holds the
position of President with Alden
Equipment Company, Orlando,
where he has been employed for 21

years. He has served in his current
capacity as President for 10 years
In addition, Jones serves on the
Board of Directors of Alden’s parent
company, Management Tech. Sery
ices in California

Jones 1s a native Floridian
naving been born in Daytona Beact
and has been a resident of Osceola
County for 10 years

John B. Poliet

Kissimmee
Mayor
John B.
Poliet, an
Ex-
Officio
Director,
became a
member
of the
KUA Board of Directors in Octo-
ber 1990. Pollet’s strong political
background speaks for itself in
placing him as a person dedicated
to leadership

Pollet served on the Kis-
simmee City Commission from
1977 to 1979, and he was ap
pointed to the same in 1989 to fill
an unexpired term of a resigning
member .. October 198¢ he was
appointed Mavor to fill an unex
pired term ot a resigning incum-
bent. Upon completion of that
term, he was elected Mayor - - a
position he holds to date

Pollet 1s a Lafe Insurance
Agent with New York Life Insur
dnce



A Year Marked By Growth And Change.. ..
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Historical trend information presenting the Retirement Plan's progress in accumulating sufficient
assets 10 pay benefits when due is presented in Table 9 of the Statistical Section of the KUA
Comprehensive Annual Financial Report

1. DEFERRED COMPENSATION PLAN

The KUA offers its employees a choice of two deferred compensation plans created in accordance
with Internal Revenue Code Section 457. The plans are administered by the International City
Managers Association (ICMA) and the United States Conterence of Mayors (USCM). The plans,
available to all KUA employees permits them to defer a portion of their salary until future years.
The deferred compensation is not available to employees until termination or unforeseeable
emergency (including death, retirement and disability).

The Internal Revenue Code section 457 requires that all amounts of compensation deferred, all
property and rights purchased, and all income earned are (unti! paid or made available to
employees or their bu.eficicries) solely the property and rights of the KUA, subject only to the
ciaims of the KUA's general creditos. Participarits' rights under the plans are equal to those of
general creditors of the KUA i~ an amount equal 1o the fair market value of the deferred account
for each participant. Deferred Compensation accounts are stated at market value.
The ICMA and USCM are responsible for investment of funds, distribution of benefits and raponing
10 participants. The KUA believes that it is unlikely that it will use the assets to satisfy the claims
of general creditors in the future.
8. REVENUE BONDS QUTSTAND'NG
The Revenue Bond resciutions provide for:
A Establishment and maintenance of various funds:

(1) Revenue Fund records all operating revenues and expenses of the system;

(2) Sinking Fund records principal and interest requirements,

(3) Bond Amortization Fund records funds heid for the retirement of term bonds.

{4) Reserve Fund records funds held for the maximum annua! debt service requirement,

(5) Renewal, Replacement and Improvement Fund is to be used only for making
improvements, extensions and replacements to the system, and

(6) Construction Fund records the cost of major additions to the system financed by
revenue bonds.



B. Restrictions on the use of cash from operations in order of priority:

(1)  Deposits are made to the Revenue Fundto meet current operations accordingtothe
Budget,

(2)  Deposits tuthe Sinking Fund Account are required on or before the 25th day of each
month equal to one-sixth (1/6) of the interest coming due on the next semi-annual
interest payment date and one-twelfth (1/12) of the principal coming due on the next
principal payment date,

(3)  Deposits 10 the Bond Amortization Fund are required on or before the 25th of each
morith equal to one-sixth /1/6) of the amornization installment coming due on the next
semi-annual payment date:

(4)  Deposits to the Reserve Fund are to be made when required to maintain the Fund
at the reserve requirements (maximum annual debt service), and

(§)  Deposits 1o the Renewal, Replacement and Improvement Fund are required each
month in an amount equal to one-tweltth (1/12) of the adopted budget for that fund.
The total annual deposit may not be less than 5% of the gross revenues for the
preceding iiscal year after deduct ng 100% of the fuel expense and the energy
component of purchased power expenses incurred in such preceding fiscal year.
However, no such monthly deposit shail be required when the amount in such fund
shall at least equal $1.500,000.

C. Early redemption; The bond crdinance provides for early redemption of outstanding bonds,
except original issue discount bonds, at call rates varying from 100% to 102% of the instruments’
face value, dependeni upon the call date. Original issue discount bonds may be redeemed early
at call rates of B0% 10 100% of the face value, dependent upon the call date.

D. Investment restrictions:

(1)

(2)

Funds of the Sinking Fund, Bond Amortization Fund, Reserve Fund and Renewal,
Replacement and Improvement Fund are required to be cortinuously secured in the same
manner as mun.cipal deposits of funds are required to be secured by the Laws ofthe State
of Florida; and

Monies en deposit in the Sinking Fund and the Bond Amontization Fund shall be invested
only in direct obligation of, or obligations the principal of and interest on which are
guaranteed by the United States of America and which ao not permit redemption prior to
maturity at the option of the Authority. Monies on deposit in the Revenue Fund, Reserve
Fund and Renewal, Replacement and Improvement Fund may be invested as described
above as well as in obligations ra*ing an “A” or better from Moody's investors Service, Inc.,
bank time deposits represented by certificates of deposit and bankers acceptances,
repurchase agreements, commercial paper which has the highest investment grade rating
and shares of investment companies which invest principally in United States government
secunties.

thirty-six
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1. RFFUNDED ZONDS

The KUA presently has outstanding senal bonds, which were refunded through the tull cash
defeasance method on January 4, 1973 and through the net cash defeasance method on
February 25. 1882, January 25, 1983, December 31, 1985 and April 1, 1887 as follows:

e AMOUNT CUTSTANDING

ELECTRIC & WATER

~BOND ISSUES . _ 1991 1990
1963 $ 690000 $ 905000
1937 740,000 825,000
1971 850,000 850,000
1971-A 345,000 385,000
1373 2,975,000 3,030,000
1975 3,045,000 3,135,000

ELFCTRIC REVENUE
1977 Series A $ 17020000 § 17.505,000
1979-A 2,330,000 2,280,000
1982 46,260,000 46 750,000
1982-A 68,510,000 69,375,000
1984 el 222,000 28010000

$170,655,000  $173,150,000

Since governmental obligations are held in escrow for the payment of principal and interest on
these bonds, they are nat liabilities to the KUA.

1. COMMITMENTS AND CONTINGENT LIABILITIES:

The KUA owns & portion of Florida Power Corporation's nuclear power piant at Crystal Rivgr,
Flonda. This plant is scheduled to be decommissioned beginning in the year 2015 and ending
2022. The KUA will Le liabie for approximately $861,000 in decommissioning costs in 1989
doliars.

In June 1388, the Nuclear Regulatory Commission (NRC) required utilities to provide financial
assurance that decommissioning funds would be sufficient and available when needed for NRC
required decommissioning activities. On July 12, 1990 the KUA and the Florida Municipal Power
Agency (FMPA) entered into an agreement whereby the FMPA would act as agent for the KUA
and certain other Crystal River Unit 3 (CR3) participants to coordinate the administration of a trust
tund. Contributions to this trust fund are not available to KUA for any other purpose except the
decornm:ssioning ¢f CR3. On October 17, 1990 the KUA transferred $436,231 to this frust
account. KUA's balance in this Trust at September 20, 1991 including interest earnings was
$506,192. Future contributions will be made to this trust account as needed based on updated
cost estimates and trust fund earnings.
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The refunding ana revenue bonds consist of the following serial and term bonds:
AMOLINT AMOUNT

FINAL ORIGINAL QUTSTANDING OUTSTANDING
RESCRIPTION _____ MATURITY ___AMOUNT 823001 /3000
Refunding Revenue
Bonds-Series 1982A
7.25% - 7.75% 10/01/92 $71,500,000 $ 2,605,000 $ 3,470,000
41,101
Refunding Revenue
Bonds-Series 1985
7.00% - 8 50%

4/1;101 10/01117 36,875,000 35,770,000 36,165,000
Electric Revenue
Bonds-Series 1987
4.40% - 6.80%
4/1;:10M1 10/01/12 66,020,000 64,330,000 64,715,000
9. CHANGES IN LONG-TERM DEBT
Me fullowing s a summary of bond transactions:
1991 1990

Bonds Payable

Beginning ot Year $ 104,350,000 $ 105,900,000
Bonds Retired ~{1.645.000) ~41.550.000)
Bonds Payable at

End of Yaar $ 102,705,000 $ 104,350,000

The annual long-term debt service requirements are as follows:

YEAR ENDING
SEPTEMBER 30 1991 1990
1991 $ 0 $ 8,564,178
1992 8,856,167 8,856,167
1993 8,838.229 8,838,229
1994 8,871,371 8,871.371
1995 8,847 977 8,847,977
1996 6,835,878 8,835,878
1997-2001 43,643,346 43,643,348
2002-2006 42,025,370 42,025,370
2007-2011 41,269,205 41,269,205
2012-2016 25,047,255 25,047,255
2017 5669600 5689600
TOTAL $201,924,398 $210,488.576
LESS:
Amt. represent-
ing interest (99.219.398) (106.138.576)
TOTAL AT PRESENT

VALUE $102,705,000 $104,350,000
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12.  SUBSEQUENT EVENT

On December 4, 1991 the KUA entered into an Bond Purchase Agreement to issue $75,550,000
Kissimmee Utility Authority Electric System Improvement and Refunding Revenue Bonds, Series
1991, in December 1991. The Bnnds are being issued 10 i) refund a portion of the KUA's
outstanding Electric System Revenue Bonds, Series 1985, il) finance a part of the cost of the
acquisition and construction of additions, extensions ana improvements to the System, iii) fund the
Reserve account, and iv) pay the costs of issuance of the 1991 Bonds.
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As stated in note fi* e (5), the KUA entered into a Power Supply Acquisition Agreement with the
Flor:da Municipal [ ‘ower Agency (FMPA) in 1981. KUA contracted to receive approximately 7 MW
of power from the St Lucie nuclear power plant fur the life of the nlant. The amount of KUA's
part.cipation costs for 1881 and 1990 were $3,649,054 and $3,167,264 respectively. The
participation costs for 1992 will be $3,885,444. Future panicipation costs are not known at this
time.

The KUA has purchase agreements with utilities whereby the KUA must pay capacity demand or
reservation fees whether electricity or fuel is received from these utilities or not. The utilities
involved and the charges paid are as follows:

Maximum
Expiration Annual
—d2ate . Commitment

Orlando Utiiities Commission (QUC) 2019 $ 1,545 435
Florida Power Corporaiion (FPC) 1995 4,532,124
Tampa Electric Company (TECO) 1992 2,235,945
Florida Gas Transmission (FGT) NONE —a289.129
$ 8,702,633

The charges paid to OUC, FPC and TECO are reccrded as purchasec power while charges paid
to FGT are recorded as power generation expenses.

As a result of their ownership interest in CR3 and St. Lucie purchase power agreement the
Authority is subject to the Price Anderson Act which was enacted to provide financial protection
for the public in the event cf a nuclear power plant accident. The first layer of financial protection
was the purchase of $200 million of public liability insurance from pools of commercial insurers.
The second layer of financia protection is providad under an industry retrospective payment plan.
Under that plan, owners are subject to an assessment ot $252 million per incident with provision
for pa: ment of such assessmant 10 be made over time as necessary to limit the payment in any
one year to no more than $40 million per incident.

The Authority's share of these assessments would be approximately $1,702,000 and $270,000
respectively for CR3 anc $1,925,000 and $305,000 respectively for St. Lucie.

The muthority has recently compleled negotiations and executed a Participation Agreement with
QUC to acquire a 3.8314% (17MW) undivided ownership interest in Stanton Energy Center Unit
No. 2 (SEC 2}, which is scheduled to be brought on line in 1997. The total cost of the Authority's
interestin SEC 2 is estimated at $28,666,000 which includes the Authority's purchase of a pertion
of certain existing common facilities at the Stanton Energy Center.



REFORT OF INDEPENDENT ACCOUNTANTS

Board of Directors
Kissimmee Utility Authority

we have audited the accompanying balance sheets of the Kissimmee Utility
Authority as of September 30, 1991 and 1990, and the related statements of
revenue, expenses and changes in retained earnings, and cash flows for the years
ended September 30, 1991 and 19%9%0. These financia! stat sents are C(he
responsibility of the Authority's management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted ocur audits in accordance with generally accepted auditing standards
and Covernment Auditing Standards issued by the Comptrolle: 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 asmounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates
made by management, as wsll as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our
spinion.

In our opinion, the financial statements referred te above presant fairly, in
all maverial respects, the financial position of the Kissimmee Utility Authority
as of September 30, 1991 and 1990, and the results of its operations and its
cash flow for the years then ended in conformity with generally accepted
accounting principles,

As discussed in Note 1 to the financial statements, in October 1990 the Company
changed its method of accounting for contributed capital by reclassing the
halance as a reduction of plant and began amortizing the contributions over the
life of the related plant.

Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole, The introductory and s “istical
sections, on which we express no opinion, are presented for puryoses of
additional analysis and are not a required part of the basic financial

statements of Kissimmee Utility Authcrity.

Tampa, Florida
November 22, 1991
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KISSIMMEE UTILITY AUTHORITY
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1980

$ 123,660,574
(32,661.317)

91.109 257

1,601,399
564 065

93 274721

9.211 484
4.940 936
1,600,000
1.783.708

17445178

27,796,429
434 001

26,230 430

9. 4713
9,‘. 7').286
(43.787)
23 626
4,708,096
122,448
265197
1,191 385

25,068,994

1,125,803

BALANCE SHEETS
FOR THE YEARS ENDED SEPTEMBER 30, 1991 AND 1890
ASSETS AR
UTILITY PLANT
Propeny . plant and equipment $129 322 332
less accumulated depreciation (38,243 5092)
91,078 742
Caonstruction in progress 6 244 445
Inventory - nuclear fuel 450 820
TOTAL UTILITY PLANT 97774105
RESTRICTED ASSETS
Debt service - Investments 4 695 064
- Cash and cas - uivalents 11,476,205
Construction - Cask and cas  uivalents 1.600.000
Customer deposits - Cash and cash
equivalents 1,847 643
TOTAL RESTRICTED ASSETS 19618812
DESIGNATED ASSETS
Cash and cash equivalents
designated for specific purposes 30.539 956
Deferred compensation plan assets 626,365
TOTAL DESIGNATED ASSETS 31,166,321
CURFENT ASSETS
Carh and cash equivalents 11,213,934
Acco s receivable 7987348
less allo wance for doubtiul accounts (156.146)
Notes receivable 18.002
Inveniciy 5065932
Prepaid expenses 45,884
Dve from other governments 101,998
Deferred cost of power adjustment 0
TOTAL CURRENT ASSETS 24,206,947
OTH[ 1 ASSETS
Unamonized bond costs 1,066,910
TOTAL ASSETS $173,793 095
TSNS SIS

See accor ; anying notes

$165,145126
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KISSIMMEE UTILITY AUTHORITY

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN RETAINED EARNINGS

FOR THE YEARS ENDED SEPTEMBER 30, 1991 AND 1990

1991
OPERATING REVENUES
Melered sales $60.246 709
Other operating revenues 1334183
TOTAL OPERATING REVENUES 61 580 902
OPERATING EXPENSES
Power generation 11,741,774
Purchased power 18,000 904
Transmission 1.092 957
Castribution 2077 481
Customer Relations 2341975
Administrative and general 2272042
Payment 1o the City of Kissimmee 4 980 213
De, -~ Jiation 6,436 691
TOTAL OPERATING EYPENSES 48 543,035
OPERATING INCOME 12,637 867
NONOPERATING REVENUE (EXPENSES)
interest revenye 1,860,156
Interest expense (7,427 924)

TOTAL NONOPFRATING REVENUE (EXPENSES) (3,677.768)

INCOME BEFORE CUMULATIVE EFFECT OF A CHANGE
IN ACCOUNTING PRINCIFLE 9,060,099

CUMULATIVE EFFECT TO SEPTEMBER 30, 1990 OF A
CHANGE IN ACCOUNTING FOR CONTRIBUTED CAPTIAL 688 743

NET INCOME 9748 842

RETAINED EARNINGS AT BEGINNING OF YEAR 53,334 239
E RETAINED EARNINGS AT END OF YEAR $63 083 081
i See accompanying notes
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1990

$59 368 180
989 151

60,357 340
10,530 920
17 483 408
876 468
1818238
1,704 500
2830679
4,029,930
6.550.030
45 824 073
14 533,267
4129 646
(7,427 416)

(3,297,770)
11,235 497

oot
11,235,497
2,098 742
$563.334 239




KISSIMMEE LNILITY AUTHORITY
BALANCE SHEETS
FOR THE YEARS ENDED SEPTEMBER 30, 1991 AND 1990

CAPITALIZATION AND LIABILITIES
CAPITALIZATION
Retained earnings  Reserved 1or deb! service
- Unreserved

Total Retained Earnirgs
LIABILITIES
LONG-TERM DEBY

Revenue Bonds payable

less. unamonized bond diccount

TOTAL LONG-TEnM DEBT

CURRENT LIABILITIES (PAYABLE FRON RESTRICTED

ASSETS)
Current portion of revenue by s
Accrued interest payable - revenue bonds

Contracts/retainages payable from construction

Customer advances for construction
Customer deposits

TOTAL CUHRENT LIABILITIES (PAYABLE FROM

RESTRICTED ASSETS)

DESIGNATED LIABILITIES (PAYABLE FROM
DESIGNATED ASSETS)

Due to employees under delerred compensation plan

TOTAL DESIGNATED LIABILITIES (PAYABLE
FROM DESIGNATED ASSETS)

CURRENT LIABILITIES (PAYiwulE FROM
CURRENT ASSETS)
Accounts payable
Due 1o nther governments
Accrued taxes payable
Accrued salanes
Pension plan Lability
Accumulated unusew compensated absences
Deterred cost of power adjustment

TOTAL CURRENT LIABILITIES (PAYABLE
FROM CURRENT 4 iSETS)

TOTAL LIABILITIES
TOTAL CAPITALIZATION AND [ IABILITIES

1991

i

$ 10503.230
K2 679 851

63,083,081

100,625,000
(4926 116)

95 698 684

2,080,000
3 450 589

678,756
1,847 543

8.065 688

62€ 365

626,365

2,530,122

1,917,289
544170
190 406
264 866
414 474
457 580

0,318,677

110.710.014

$173,793,095

See acco nanying notes

1990

$ 10.503.230
42831009

53,334 239

102.706.000
(5,255.716)

o ——

97 449,284

1,645,000
3513.240
237,400
518,986
1,783,708

7,698 334

434,001

434 001

2,552 609
2.441 810
460 244
166,376
264 866
343 463

0

6229268
111,810,887

$165 145126




KISSIMMEE UTILITY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1991 AND 1900

P SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Kissimmee Utility Authority (KIUA) are presented in conformity with
generally accepted accounting principles. The statements are substantially in conformity with
accounting principles and methods prescribed by the Federal Energy Regulatory Comm'ssion and
other regulatory authorities.

Entity Definition: The accompanying financial statements present the financial position, results
of operations and cash flows of the KUA in accordance with NCGA Statement Ne. 3, “Defining the
Governmental Reporting Entity”, and subsequent interpretation No. 7 clarifying the application of
Statement No. 3. The reporting entitv for the KUA includes all functions in which the Board of
Directors exercise oversight responsiu.ity. Oversight responsibility includes, but is not limited to,
financial interdependence, selection of governing authorty, designalion of management, ability
10 significantly influence operations and accountability for fiscal matters. As a result of applying
the above reponting entity criteria, no other componen' units exist in which the KUA has any
oversight iesponsibility which would require inclusion in the KUA's financial statements.

The Kissimee Utility Authority w,  created effective October 1, 1085 by the City of Kissimmee
Ordinance #1285 adopted on February 19, 1985 and ratified by the voters on March 26, 1985 The
Authority Board has 6 members. The Mayor of the City of Kissimmee is a non-voting Ex-Off :in
member. The 5voting members are nominated by the Board and ratified by the City Commission.
The Authonity has exclusive jurisdiction. nontrol and management of the electric utility and the |
following factors indicate that the KUA is properly excluded from tha City's financial statements: |

1. Subsequent to Board appointments being ratified by the City Commission, there is ‘
no continuing relationship.
2. KUA management is selected by the Board. 1
The City has no authority to interfere with KUA's operation
4 KUA is responsible for its financial affairs including rate setting and the disposition
of any surplus.
5. The City does not guarantee KUA's outstanding debt.

Begulation: According to existing laws of the State of Florida, the six members of the KUA act as
| the regulatory authority for the establishment o! electric rates. The Florida Public Service
| Commission (FPSC) has authority to regulate the electric “rate structure” of municipal utilities in

Florida. It is believed that “rate structur~s" are clearly distinguishable from the total amount of

revenues which a particular utility may receive from rates, and that distinction has thus far been
| caretully made by the FPSC
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KISSIMMEE UTILITY AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30
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As noted above, the FPSC has jurisdiction to regulate electric “rate structures” of riuincpal utilities.
In addition, the Florida Eneigy Etficiency and Conservation Act has given the FPSC exclusive
authority 10 approve the construction of naw power plants under the Flenda Electrical Power Plant
Siting Act. The FPSC also exercises jurisdiction under the National Energy Act, inclucing electnc
use conservation prograris.

Operations of the KUA are subject 10 environmental regulations by Federal, State and local
authorities and ¢ zoning regulations by local authorities. Federal and State standards and
procedures that govern control of the environment can change Trese changes can arise from
continuing legislative, regulatory and judicial action respecting the standards and procedures.
Therefore, there is no assurance that the units in operation, under construction, or contemplated
will always remain subject 10 the regulations currently in effect or will always be in compliance with
future regulations.

An inability to comply with environmental standards or deadiines cou'd result in reduced operating
levels or complete shutdown of individual electric genetating units not in compliance. Further-
more, compliance with environmental standards or deadlines may substantially increase capital
and operating costs.

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
recognizedinthe period incurred. Retail electric service rates are des'gned1o recover debt service
and operating fund requirements and 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 the KUA's accounting principles.

Budget: The Kissimmee Utility Authority is required by charter to adopt an Annual Budget. The
Budget is adopted on a basis consistent with generally accepted accounting prnciples.

The Kissimmee UMtility Authority tollows these procedures in establishing the annual budget:

1. The General Manager submits to the Board of Directors a proposed operating budget for
the ensuing fiscal year. The operating budpet includes proposed expenditures and the
sources of funds to finance them.

2. During several workshops, which are open to the public, the statf and Board of Directors
discuss and revise the submitted budget. A public hearing is conducted to obtain ratepayer
comments.

3 The budget is approved by the Board of Directors and becomes the basis for operations
for the ensuing fiscal year.
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Payments 10 the City of Kissimmee: By charter the Kissimmee Utility Authority s required 10
pay 1o the City of Kissimmee a minimum of $6.24 per 1,000 kWh. This payment is treated as an
operating and maintenance expense in the statement of revenue, expenses and cash flows.

Reclassification For comparability purposes certain reclassifications have been made to the
1990 financial statements 1o conform with the 1991 financial statement presentation.

Cash and Cash Equivalents: Cash and cash equivalents include short-term, highly liquid
investments that are both readily convertible to known amounts of cash and whose original
maturity is tl.ree months or less. These consist of repurchase agreements, the State Board of
Administration Pool and the carrying amount of KUA's deposits with financial institutions.

2. DEPOSITS AND INVESTMENTS

Flonda Statutes, the KUA Chaner an~ Investment Policies authorize the investment of excess
funds in time deposits or savings accounts of financial institutions approved by the State
Treasurer, obligations of the United States Government and certain instruments guaranteed by
the U.S. Government. Investments may include repurchase agreements. Revenue Bond
Covenants aiso restrict the type and maturities of investments in the required trust funds (See Note
8)

Investments (excluding deferred compensation plan assets) are recorded at cost, which approxi-
mates market. Deferred compensation plan assets are stated at market value (see Note 7).
Adjustments are made to cost for any premiums or discounts. Premiums and discounts are
amortized over the life of the investments using the straight-line method.

Investments must be in KUA's name and placed in a safety-deposit box in a bank or institution
carrying adequate safety-deposit insurance or represented by bank trust receipts which enumer-
ate the various securities held.

The Statutes also require depositories of public funds to provide collateral each month at least
equal to 50 percent of the average daily balance of all publi. deposits in excess of deposit
insurance. Any loss not covered by the pledged securities and deposit insurance would be
assessed by the State Treasurer and paid by other qualified public depositories.
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Reserves: Reserves representing the excess of amounts provided for certain restricted asset
accounts over the liabilities payable there from are established by a reservation of retained
earnings. The restrcled assets and liabilities are used to indicate a segregation ol a poriun of
retained earnings equal to the net current assets that are restricted for meeting varous covenams
as may be specified and defined in the various revenue bond indentures. Usage of reserves has
been limited 10 the following items:

Reserve for Bond Retirement - restricted for future servicing of the revenue bonds
Reserve for Bond Asset Replacement - restricted for meeting of various contingencies as
may be so specified and defined in the Indenture (frequertly referred to as renewal,
replacement and improvement).

Resignations: Cenain designations are made in the financial records during the fiscal year to
identity a portion of cash and investments intended 10 be used for specific purposes in a future
period Designated assets are as follows:

——nbIEMBERZ0
199 J900
Decommissioning (Note 11) $ 110294 $ 483,500
Self Insurance 1,829,243 1,369,550
Capital Improvements 28,600,419 24,462,449
Rate Stabilization 0 1,480,930
Deferred Compensation Plan Assets —t0a8.365 —134.001
TOTAL $31166,321 §28,230,430
p— el g

Contributed Capital: Priorto October 1, 1990 the Authority recorded contributed capital directly
as Total Capitalization. In October 1990 the Authority changed its method of accounting for
contributed capital by reclassifying the balance as a reduction of Plant and began amortizing the
contributions over the life of the related plant. This method was adopted to conform with industry
practices. The effect of the change in 1891 was to decrease depreciation expense and increase
income before the cumulative effect of the change in accounting principles by approximately
$244,000. The amount of amortization related to years prior to October 1, 1990 was recorded as
acumulative effect adjustment. Tha pro forma amounts beiow reflect Net Income as if the current
method had been in effect during the past two years.

1991 1970 -
A Pro As Pro
Reported rorma Repored Forma
Cumulative
Net Income $9,748.842 $ 9,060,099 $11,235,497 $11,487,701

. Deferred cost of power adjustment represents the KUA's
cost of power adjustment revenues collected, but for which costs have not been incurred or costs
that have been incurred, but for which cost of power adjustment revenues have not been collected



At September 30, 1991 and 1990 the carrying amount of KUA's deposits with financial institutions
was $(518,508) and $495 647 respectively, and the bank balance was $248,334 and $661,166
respectively. All bank balances are fully insured in accordance with Flonca Statute 280, which
established the multiple financial institution collateral pool.

3. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is comprised of the following at:

et BB TEMBER 20
1991 1990
Nuclear production $§ 4418212 § 4041243
Steam production 17,428,975 16,349,742
Other production 43,097,858 22,244 145
Transmission plant 21,454 602 21,458 401
Distribution plant 33,338,960 31424479

General ~2.082.702 5142564
SUBTOTAL § 129,322 332  $173,660,574
Less: accumulated depreciation (38.243.592) (22.551.317)

TOTAL $ 61,078,740 § 91,109,257

4 CONSTRUCTION PROJECT INTI'REST COST

In accordance with Statement of Financial Accounting Standards No. 62, “Capitalization uf
Interest Cost in Situations Involving Certain Tax-Exempt Borrowings and Certain Gifts and
Grants," the KUA has recorded interest cost on long-term debt issued to finance specific capital
projects as construction in progress. KUA capitalized interest of $68,287 in 1990. There was no
interest ceitalized in 1991,

S. PARTICIPATION AND POWER SUPPLY AGREEMENTS

Kissimmee Utility Authority is party to the following participation and power supply agreements at
September 3C, 1991.

A Stanton Energy Center Unit No. 1 (SEC 1). In 1984, the KUA entered into a Participation
Agreement with Orlando Utilities Commission (OUC) to acquire a 4 8193% (20MW) undivided
ownership interest in SEC 1 and to participate in the use of related common and external facilities.
The capacity and energy of the KUA's ownership interest in SEC 1 is transmitted through OUC's
transmission facilities to the KUA's transmission tacilities SEC 1 is pan of the Stanten Energy
Center, which involved the development of an approximately 3,200 acre plant site located
approximately 20 miles northeast of the City of Kissimmee. In addition to SEC 1, the Stanton
Energy Center is capable of accommodating three more units with a total capacity at the Stanton
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At year end, the carrying amount and market value of investments (in thausands of dollars)
classified by category of credit risk were:

——mELEMBER 30, 1901
~CATEGORY OF BISK___ CARRYING MARKET

e L il AMOUINT VALUE
Repurchase Agreements $§ — 6.087 6,087 6,087
U.8. Gov. Securities — 436 —_ 436 466
U.S. Instrumental Sec. 4,128 — -~ 4128 _4.220
$4128 S 436 $ 6, 087 $10.651 $10,782
b T
State Board of
Administration Pool 20437 20,437
Total Investments $61.088 $61,219
e L TEMBER 30,1990
_W CARRYING MARKET
3 AMOUNT VALUE
Repurchiase Agreements g - 6,390 6,390 6,390
U.S. Gov. Securities 4,403 451 -— 4,854 4 685
U.S. Instrumental Sec. 4,225 e __4.225 4,326
$ 8628 $ 451 %6390 $ 15,469 $ 15,601
- LTSNS e
State Board of
Administration Pool 38.839 368,839
Total Investments $54 308 $54 440

Level of credit risk assigned to the above investments include:

Category 1 - Insured or registered, or securities held by the Kissimmee Utility Authority or
its agency in the Kissimmee Utility Authority's name

Category 2 - Uninsured and unregistered, with securities held by the counterparty's trust
department or agent in the Kissimmee Utility Authority's name.

Category 3 - Uninsured and unregistered, with securities held by ihe counterparty's trust

department or agent but not in the Kissimmee Utility Authority's name.

The investments in the State Board of Administration Pool (representing approximately 82 percent
of total investments) is collateriized in accordance with Florida Statutes. All investments are
deliveredto the SBA's custody bank and held for the SBA's account according 1o their instructions.

Repurchase agreements result entirely from a banking services agreement requiring overnight
repurchase agreements of securities guaranteed by the United States Government At Septem-
ber 30, 1991 and 1990, the balance sheet also includes $130,567 and $132,544 respectively of
accrued interest on investments,
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It has been determined tnat none of the participation agreements to which KUA is a party meet
the criteria of a joini venture as specified by the National Council on Governmental Accounting
Statement No. 7. The KUA lacks operational control over the SEC1, CR3, Indian River and FMPA
projects. N¢ separate governing authority exists for any ot the projects.

According to the participation agreements, each participant must provide its own firancing and
each participant share of expenses for operations of the plants are included in the corresponding
operating expeses of ite own income statement. The amounts of utility plant in service do not
include the cost of common and external facilities for which participants pay user charges to the
operating ertity. Accumulated depreciation on utility piant in service is determined by each
participant based on their depreciation methods and rates relating to their share of each plant,
Foliowing is a summary of KUA's proportionate share of each jointly owned plant at:

e CTEMBER 30, 1991
INDIAN
-] <ol - B3 _BNER
Utility Plant in Service $ 17429978 $ 4418212 $ 2678954
Less: Accum. depreciation (2.009.261) (1.775.467) (241.630)
Net Plant in Service $ 15420717 $ 2,642 745 $ 2437 324
e ETEMBER 30, 1990
INDIAN
—EC ~CR3 . _BIVER
Utility Plant in Service $ 16,349,742 $ 4041243 $2678954
Less: Accum. depreciation (1.487.927) (1.572.265) (161.261)
Net Piant in Service $ 14851815 § 24680978 $2517,693

6. PENSIONS

The KUA employees participate in a multiple-employer cost sharing Retirement Plan for both
employees of the City of Kissimmee and Kissimmee Utility Authority (The Plan). The Plan was
established in 1968 and amended and restated in 1975 to cover substantially all full-time
employees, except City police officers and firefighters. Annual costs of the pension plan are
actuanally computed and include amortization of past service costs over a 30 to 40 year period
beginning January 1, 1974 Ar actuarial study was conducted at January 1, 1981 and 1890
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Energy Center of approximately 2000 MW. Each participant in the project financed their share of
the cost independently and no liability exists for the debt service required by the other paricipants.
KUA's cost was financed by the proceeds of the 1984 Bonds and revenues of the system. KUA's
benefit in the Agreement is the added availabiiity of capacity and energy of the facilities through
its participation in future energy purchased and it does not otherwise maintain an ongoing financial
interest or responsibility for the project.

Stanton Energy Center began commercial operations on July 1, 1987 The KUA does not exercise
significant influence or control over operating or financial policies of QUC.

B. Crystal River Unit No. 3 (CR3): In 1975, the KUA entered into a Participation Agreement
with Florida Power Corporation (FPC)to purchase a 6754% undivided interest in their 806 net MW
huclear powered electric generating plant designated Crystal River Unit No. 3. The KUA is billed
for its share of operating and capital costs. Capital costs are included in Property, Plant and
Equipment and operating costs are included as power generation expenses. KUA's benefit in the
Agreement is the added availability of capacity and energy of the facilities through its panticipation
in future energy purchases and it does not otherwise mairitain an ongoing financial inerest or
responsibility for the project.

The KUA does not exercise significant influence or control over the operating or financial policies
of FPC.

C. Indian River Combustion Turbine; In 1668, the KUA entered into a Participation Agreement
with Orlando Utilities Commission (OUC) to acquire a 12.2% (11.7 MW) undivided ownership
interest in the Indian River Combustion Turbine and participate in the use of related common and
external facilities. Each participant in the project financed their share of the cost independe y
and no liability exists for the debt service required by the other participants

The KUA does not exercise significant inf'uence ot control over the operating or financial policies
of QUC.

0. Florida Municipal Power Agency (FMPA); In 1981 the KUA entered into a Power Supply
Acquisition Agreement with the FMPA. KUA is to rece.ve approximately 7 MW of power from the
8t. Lucie nuclear power plant. Costs associated with this agreement are included in purchased
power expenses.

The KUA does not exercise significant influence or control over the oparating or financial policies
of FMPA.



The current year payroll for all KUA employees was $6,583,168. Membership in the Plan is
comprised of the following:

Retirees receiving benefits 36
Beneficiaries receiving benefits 27
Vested terminated employees 10
Active employees:
Fully vested 97
Partially vested 119
Nonvested 129
418

Normal retirement eligibility is defined as attainment of age 65 and completion of 10 years of
credited service. Eligibility for early retirement is attained at age 55 and completion of 15 years
of credited service. The Plan also provides for disability retirement and a death benefit. The prior
year employee contribution rate was 1% (2% if member of bargaining unit) of basic annual
compensation. A plan amendment in 1086 provides that the employee contribution rate be
reduced 1% each year. The shortfall is handled through an increase in normal cost and through
the establishment of a plan amendment base to be amortized over 30 years KUA's contribution
is calculated by the actuary based on membership. The administrative cost ofthe Plan is allocated
proportionately between the City and KUA and paid separately.

As of January 1, 1891, the pension benefit obligation was calculated as follows:

Retirees and beneficiaries currently receiving

benefits and terminated employees not yet

receiving benefits: $ 2,816,971
Current employees:

Accurmulated employee contributions

including allocated nvestment income 931,091
Employer financed - vested 3,701,094
Employer financed - nonvested 28093641

Total pension benefit obligation $ 11,342,797
Less actuarial value of assets 13.148.586

Unfunded (assets in excess of) pension
benefit rt'.gation

@

(1,805,789)

e et v oo s

The actuarial assumptions used to compute contribution requirements were the same as those
used to compute the pension benefit obligation. The pension benefit obligation is a standardized
disclosure measure of the present value of pension benefits, adjusted for the effects of projected
salary increases and step-rate benefits estimated to be payable in the future as a result of
employee service to date. The measure, which is the actuanal present value of credited projected
benefits, is intended 1o help users assess the System s funding status on a going-concern basis,
assess progress made in accumulating sufficient assets 1o pay benefits when due, and make
comparisons among Public Employees Retirement System (PERS) and employers.
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The table below shows relevant data for the P'an as a whole and for KUA's portion where this was
available

1991 1990

Unfunded accrued liability $ 2,046,680 $ 658088
Value of assets 13,148,586 12,173,234
Vested benefits 7,449 156 6,359,395
Nonvested benefits 573,381 435,592
Normal Cost 851,406 695,768
Amontization of Unfunded liability 171,682 60,939
Interest Adjustment 76,724 56,753
Actuarial funding requirement 1,099,712 813,460

% of % of

Total Total
KUA'S Portion: Llan ~Flan
Vested berefits 3,083,013 414 2601030 409
Nonvested benefits 296,541 51.7 222571 511
Normal Cost 393,539 301,495
Amontization of Unfunded liability 76.654 27,020
Interest Adjustment 35,264 24,639
Actuarial funding requirement 506,457 459 353,154 434

% of % of

Covered Covered
Bayroll Bayroll

Covered Payroll 4162167 3,235,960
Normal Cost 393,539 94 301,495 92
Amortization of Unfunded liability 76,654 18 27,020 8
Employer Contributions 505,457 12.1 353,154 109

The Entry-Age Normal-Level Percentage of Pay actuarial cost method was utilized in the January
1, 1991 and 1990 valuations. The significant assumptions for this Plan are:

1. Life expectancy is calculated using the GA-19£1 Male Monality projected to 1965
-y Scale C with a five-year set-back for females;

2. an interest rsturn of 7.5% compounded annually;

3. a salary ircrease of 6% pe’ year.

As of January 1, 1991, the plan included 418 employees at a total annual basic compensation of
$9,139,854. Of these numbers. KUA employees were 168 at a total annual basic compensation
of $4,162,167.
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