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February 10, 1988

) Mr. James C. Welsh
General Manager
Kissimee Utility Authority

Dear Mr. Welsh:

) The Comprehensive Annual Financial Report of the Kissimmee Utility
Authority (KUA), for the fiscal year ended September 30,1987, is
submitted herewith pursuant to Section 10 of the KUA Charter, Florida
Statutes Chapter 166.241(1) and Chapter 10.550 of the Rules of the
Auditor General of The State of Florida. This Comprehensive Annual
Financial Report was prepared by the staff of the Finance Department

) of the City of Kissimmee as part of the finance and accounting
management services contract. Responsibility for both the accuracy of
the data and the completeness and fairness of the presentation,
including all disclosures, rests with the KUA. We believe the data,
as presented, is accurate in all material respects; that it is
presented in a manner designed to f airly set forth the financial

) position and results of operations of the KUA and that all disclosures
necessary to enable the readers to gain the maximum understanding of
the KUA's financial activity have been included.

As required by Section 10 of the KUA Charter and Florida Statutes
Chapter 11.45(3)(a)3, the Comprehensive Annual Financial Report has

) been examined by a firm of independent certified public accountants
and their unqualified opinion is included as part of this report.

THE REPORTING ENTITY AND ITS SERVICES

The KUA was created October 1,1985. In 1984, the City Commission of
) the City of Kissimmee established a Utility Study Committee. The

report of this committee recommended establishing a separate
authority. In February 1985, the City Commission adopted Ordinance
#1285 establishing the KUA, subject to approval by a majority of
qualified voters. In March 1985, the voters of Kissimmee did approve
establishing the KUA. The KUA's Charter (Ordinance #1285) states tLat )

} the KUA shall be responsible for the development, production, purchase !

and distribution of all electricity and such other utility service as
may be designated by resolution by the City Commission. The KUA
currently provides electric services in an 85 square mile service

,

territory in the Kissimmee area. All of the service territory is |
within Osceola County. !

) ;
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Mr. James C. Welsh |

February 10, 1988 |
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The report does not include the financial activities of the City of
Kissimmee. Reference should be made to their report published
separately.

ACCOUNTING SYSTEM AND BUDGETARY CONTROL

The accounting records for the KUA are maintained on a full accrual
basis. In developing and modifying the KUA's accounting system,
consideratiun is given to the adequacy of internal accounting (
controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding:

1. The safeguarding of assets against loss from unauthorized
use or disposition; and

2. The reliability of financial recoris for preparing financial (

statements and maintaining accountability for assets.

The concept of reasonable assurance recognizes that:

1. The cost of a control should not exceed the benefits likely
to be derived; and (

2. The evaluation of costs and benefits requires estimates and
judgments by management.

All internal control evaluations occur within the above framework. We
believe that the KUA's internal accounting centrols adoqJately
safeguard assets and provide reasonable assurance of proper recording (

of financial transactions.

Budgetary control is provided by monthly revenue and expense reports.
These interim reports are provided to the Board of Directors for
review in advance of a formal verbal presentation of financial
activity at each monthly Board meeting, s

CASH MANAGEMENT

KUA has a banking service agreement with the local depository bank
that provides tnat all funds in excess of a compensating balance will (
earn interest through overnight repurchase agreements. In addition,
KUA participates in the State of Florida State Board of
Administration's program for pooled investment of local jovernment
surplus funds. During 1987, investments were maintained almost

,

1
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Mr. James C. Welsh
February 10, 1988

)

entirely with these arrangements although the portfolio still includes
other unmatured instruments purchased in prior years. The cash
management program involves a theory of keeping principal and earnings

) free from risk, maintaining reasonable liquidity to meet maturing
obligations and maximizing -return through the use of a competitive
rate comparison from various investment sources. In 1987 the
composite interest yield on investments was 7.06%.

DEBT MANAGEMENT

)

The Kissimmee Utility Authority attempts to minimize external
financing needs through internal generation of capital funds. The
purpose being to hold down annual debt service requirements and keep
cost and utility rates as low as possible. In 1987, a. major refunding

) issue was accomplished and for several years, interest earned on
existing debt service reserve accounts has been designated for either
retiring debt early or reducing the amount of future debt issues.
Forecasts for routine capital expenditures until Fiscal Year 1992
indicate approximately $3,000,000 per year and the Authority is
planning to pay substantially all of these costs from internally

) generated funds.

The principal of, premium if any, and interest on all outstanding
Bonds are payable solely from the Net Revenues derived by the
Authority from the operation of the System.. These obligations i

do not constitute liens upon the System or on any other property of
) the Authority or the City, but are a lien only on the Net Revenues and ;

special funds created by the Bond Resolution and in the manner '

provided therein.

RATES

) In December 1974, the City Commission adopted an ordinance permitting j

the City (and now the Authority) to pass on directly to the consumer
incremental fuel cost increases on a monthly basis. This Cost of
Power Adjustment ("COPA") has eliminated the regulatory delay that has
been a problem for many other utilities. Additionally, in June 1983,
the City Commission modified the COPA Ordinance to allow the System to

) project the COPA billed to a levelized rate for the Fiscal Year and
the negative or positive COPA account balance is used in calculating
the projected COPA rate for the next Fiscal Year. ,

i

In addition to COPA, the City has from time to time raised base rates
as necessary to insure proper operation of the System. Base Rate i

)
l

|
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Mr. James C. Welsh
February 10, 1988 |
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increases of 7%, 6.2% and 2% became effective in 1983, 1984 and 1985
respectively. The Base Rate did not increase in 1986 or 1987. . In ;

'

1985, the Authority implemented a program of rate stabilization in an
effort to prevent uneven increases in total electric charges to the
customers. The Authority,' additionally, maintains a computerized cost (
of service study which is updated each year with:

a. past years' audited figures to survey the adequacy of each !

rate and rate structure, and |

b. the current years' budgeted amounts to predict the need for |

a rate change.

Customer rates and rate structures are intended to follow guidelines
of the Florida Public Serv 1ce Commission and, as such, should be
"fair, just and reasonable". It is also intended that they be
competitive with neighboring . utilities and equitable between rate
classes. /

MANAGEMENT SERVICES CONTRACTS

The Kissimmee Utility Authority handled a number of administrative
functions, including customer billing, through Management Services
Contracts with the City of Kissimmee. The capability for handling all (

these functions internally is being fully developed over a transitir,n
period which will end in FY 1987/88. Throughout the transition it has
been the policy to closely. coordinate with the City so as to minimize
disturbance to the existing departments. The intention behind
assuming these functions internally, was both tc relieve the City of
the additional workload and to enable the Authority to have direct {managerial control over these activities.

:

FINANCIAL STATEMENT FORMAT

The report is arranged in the following sections:

Section I: Introductory Section - Contains the letter of
Transmittal e.nd other such meterial as may be
useful in understanding the reporting entity.

1

Section II: Financial Section - This section of the report
'

contains the auditors' report and financial d
statements which present fairly the financial !
position and .results of operations for the fiscal
year. |

$
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Mr. James C. Welsh
February 10, 1988

Section III: Statistical Secti - This section presents
detailed historical information which will be
beneficial to the reader in understanding the
KUA's historic growth and its future debt
obligations.

'

FIMANCIAL CONDITION

Comparative data for the the last three fiscal years is presented in

) the following table:

1987 1986 1985

UTILITY PLANT - NET $86,677,188 $79,299,931 $69,503,692
CASH AND INVESIMENTS

y (UNRESTRICTED) 19,455,079 13,724,964 6,716,636
CURRENT RATIO 6.8 to 1 4.1 to 1 3.5 to 1
OPERATING INCOME 14,564,317 11,517,714 9,098,875
INCOME BEFORE EXTRA 0RDINARY

ITEMS 10,451,413 7,309,771 4,409,977
INCOME AVAILABLE FOR DEBT j

) SERVICE 22,973,332 19,222,388 17,247,198
DEBT SERVICE REQUIREMENT 7,435,601 7,514,756 7,286,426
DEBT SERVICE COVERAGE 3.09x 2.56x 2.37x

l

Continued expansion of the transmission and distribution system has
|caused significant growth in the value of the utility plant in the i

) years presented. Unrestricted cash and investments showed a large 1

increase attributable to the current policy to internally finance
caoital improvca nts. Funds are therefore being accumulated and
designated for future capital outlays which has caused a substantial
increase in the current ratio as compared to previous years. In
future periods, large outlays for capital expenditures will cause the

) current ratio to be reduced, j

lOperating income has been higher as a result of the high custr.mer ;

growth rate and increase in metered sales. This continues to l
favorably impact income available for debt service and the iebt
service coverage ratio which was also enhanced with the lowering of

p debt service requirements.

FUTURE PROSPECTS

Demand for electric power from the system has significantly increased
in recent years and is projected to continue to increase, though at a

)
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Mr. James C. Welsh I
|February 10, 1988

(

decreasing rate of growth. The KUA is carefuily watching the growth
of the surrounding community and is methodically building its staff
and other resources to a level adequate to serve the area for many
years to come. (

A significant event for the coming fiscal year will be the relocation
to new administrative facilities. Tnis change will provide long
needed office space for KUA and enable continued service of the
highest quality to the customer. Emphasis on long-range planning is a
chief priority and the prospects of KUA continuing a position of (
strong financial health are favorable in every regard,

REPORTING ACHIEVEMENT

The Government Finance Officers Association of th9 United States and
Canada (GF0A) preserts a Certificate of Achievement for Excellence in (

Financial Reporting (to governmental units whose comprehensive annualfinancial reports CAFR's) cre judged to substantially confc'm to
program standards. In order to be awarded this Certificate, a
governmental unit must publish an easily readible and efficiently
organized CAFR, whose contents satisfy both generally accepted
accounting principles and applicable legal requirements. The (
Certificate is valid for a period of one year only. The KUA
Comprehensive Annual Financial Report for the fiscal year ended
September 30, 1986 was submitted to the program but did not receive
the Certificate. We believe the KUA's current report conforms to
GF0A's program standards and intend to submit KUA's Comprehensive
Annual Financial Report for the fiscal year ended September 30, 1987 (
to GF0A to determine its eligibility.

Respectfully submitted,

d I*

d
,

'

Kenneth W. Killgore
Finance Director

1

:
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A MEMBER OF ARTHUR 'rOUNG INTERNATIONAL

l

> Arthur Young 2Ss" ' "" ^"""
Orlando. Florida 32801 i

e

Te:ephore'(305)422 4555 |
|
1

'

)

Board of Directors
Kissimmee Utility Authority

) Kissimmee, Flonda

We have examined the accompanying balance sheets of the Kissimmee Utility Authority as of
September 30,1987 and 1986, and the related statements ofincome and retained earnings and changes
in financial position for the y,ar> then ended. Our examinations were made in accordance with

[ generally accepted auditing standards and, accordingly, included such tests of the accounting records
J and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the statements mentioned above present fairly the financial position of the Kissimmee
Utility Authority at September 30,1987 and 1986, and the results of operations and the changes in
financial position for the years then ended, in conformity with generally accepted accounting principles

1 applied on a consistent basis during the period.

,

)
!

Certified Public Axountants ;

December 11,1987 !
!

:
'

)

3

.

)

) B-5



1

ji

|

\

i

(

(

This page intentionally left blank.

(

(

(
|

l

|

<

l

B-6
(

. . . . - . - . - . . . - .



i

>

>

)

GENERAL PURPOSE

FINANCIAL STATEMENTS
,

>

f

|

|

1
|

!

|

|
|

1

!

i

|

i

1

._



)

)

)

)

.

>

This page intentionally left blank.

)

!
<

>

1
1

)

)

) B-9



. .- - .

KISS!ISEE UTILITY ALT 7)()RITY

BALANCE SEETS

SEPTEMEER 30, 1987 M D 1986 |

l
1

1987 1986 j

I
- - - - - - - - - - - - -- ~

ASSETS

|

UTILITYftANT )
Property, plant and equipment (Note S) 6 99,815,906 4 76,955,926

less accumulated depreciation (18,840,298) (16,412,3361

80,975,688 59,643,590

Construction in prgress Wte 4,5) 5,855,841 19,143,795

Inventory - nuclear fuel 645,739 552,546
... _

TOTAL UTILITY PLANT B6,677,188 79,299,931
. . . . ..

PiSTRICTED ASSETS (Note 11)

Debt service funds - cash, investments
and accrued interest
- Sinking furd 4,882,488 5,768,518

- Bond Amortitation Fund - 1,510,989.

- Reserve Account 9,983,231 9,491,568

Construction funds - cash, investments
ard accrued intersi c 4,157,342 .7,471,126

Bord asset replacement fund - cash and investments 1,500,000 1,508.000

Custceer oeposits 1,115,956 913,123

TOTAL RESTRICTED ASSETS 29,657,989 26,655,324
._ _ ...

OPUT ASSE4
Cash a W invest w nts 19,455,679 13,724,964

Att w .ts receivable 5,079,968 4,827,124

less: allowarce for doubtful accounts (300,360) (333,975)

Notes receivable 30,225 30,756
,

Inventery 2,125,806 1,677,363

(Due from other goverreents 117,823 -

4

TOTAL CURRENT ASSETS 26,498,741 19,126,232
_

|

OTHER ASSETS

Unamortiaed bord cests 1,362,482 1,383,488

Deferred ccapersation plan assets (Note 9) 165,4 % 18.149 1
|

TOTAL OTK R ASSETS 1,667,978 1,321,637
- __ .

TOTAL ASSETS S 135,301,8 % 1 126,443,124 (
= = = = = = nun un=3

See acetopanying notes.

I
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1987 1986

CAPITALIZATION AND LIMILITIES

CP91TAL!!AT10N

Retained earnings:
Reserved for rev7nue bond retirement 0 9,003,231 0 12,342,850

i Reserved for bond asset replacement 1,500,000 1,500,000

| Unreserved 11,217,891 6,459,882

TOTAL ETA!ED EAm!E6 21,721,122 20,302,732
|

Contributed capital 2,477,136 1,298,017

TOTAL C@ !TALIZATI(N 24,196,258 21,600,749

)
LCNG-TEM DEBT

Revenue Bonds payable (Notes 10,11,12,13) 107,265,000 108,060,000

lessi unamortired bond discount (6,244,515) (13,546,816)

TUTAL LDE-TEM DEBT 101,020,485 94,513,184

)

(150ENT L121LITIES (PAYABLE FROM ESTRICTED ASSETS)
27,902Accounts payable from construction funds -

) Contracts /retainages payable free construction funds 14,328 257,491

Accrued interest payable - revenue bonds 3,972.400 4,113,225

Customer deposits 1,115,056 913,123

Curter.t portion of revenue bonds 910,000 315,000

TOTR CURRENT LIABILITIES (PAYABLE FR(N ESTRICTED ASSETS) 6,911,784 5,626,741

)

CURRENT LIABILITIES (PAYABLE FROM CURENT ASSETS)

Accounts payable 2,298,654 1,271,232

Due to City of Kissimmee 702,999 564,922

Accrued taxes payable 195,360 271,928

Contracts /retainages payable 298,537 7,843 |

) Accrued salaries 144,025 62,703 l

h lated unused compensated absences 184,821 155,976 l

Deposits payable 81,567 364,854 1

1,928,843Deferred revenues -

TOTAL CURRENT LIABILITIES (PAYABLE FRCM CURRENT ASSETF1 3,905,873 4,644,301

)
OTER LIMILITIES

Due to sueloyees weer deferred compensation plan (Note 9) 165,4 % 18,149

TUTR LimlLITIES 111,183,638 104,002,I75

!

) I

TOTAL CAPITALIZATION AM) LIABILITIES S 135,301,8 % 4 126,443,124
. |

) B-11 |
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KISS!!OEE UTILITY AUTHORITY

STATEENT OF EVENlES, EXPDEES AM) CHANGES IN RETA!ED EARNINBS

EARS ENDED SEPTDGER 30,1987 ard 1986

1987 1986

OPEMTING REVEMES

Metered sales t 42,612,433 6 35,659,914
l B87 jSales to other utilities -
i

Other operating revenues 647,019 580,517

I
TOTR. OPEMTIN6 EVEMIS 43,259,452 36,242,318

CPEMTING EIMNSES

Power generation 5,718,778 5,175,792

Purchased pouer 12,231,779 18,722,351

Transsission 688,632 579,865

Distribution 1,538,098 1,243,992

Adeinistrative and general 2,764,307 2,311,241

Paysent to the City of Kissimmee 3,338,166 2,321,885

Depreciation and amortization 2,483,375 2,378,378

TOTAL OPE MTING EIPENSES 28,695,135 24,724,644

OPEMTIMi INCOE 14,564,317 11,517,714

NONORMilN6 REVEME (EIPENES)

Interest revenue 2,088,974 1,863,547

Interest expense (6,184,743) (6,871,490)

Loss ca disposition of assets (17,135) -

TOTAL NONOPEMT!NG REVEME (EIPENSES) (4,112,964) (4,207,943)

INCOE BEFORE EITRAORDINARY ITEN 19,451,413 7,389,771

Extraordinary loss on advarce refurding (Note 10) (9,833,823) (4,344,682)

ET INCOE 1,418,390 2,965,009

ETAIED EARNINGS AT E61* LNG OF YEAR 29,382,732 17,337,643 f

RETAINED EARN!N6S AT EM) 0F EAR S 21,721,122 $ 29,382,732 )
___ - = = = = - .

See accompanying notes.

C

{B-12

;



- _ _ _ _ _ _ _ _ _ _ _

)

KISSIMEE UTILITY AUTHORITY,

STATEENTS OF OWNGES IN Fl*tiCIAL NSIT10h
YEARS ENDED SEDTEMBER 30,1987 and 1956

)
1987 1986

SOURCES OF M ING CAplTAL - - - - - - - - - -

Frce operations:
Irccee tefore estraordinary ites i 10,451,413 6 7,389,771
Add: Expenses not creating current liabilities or

) using current assets -
Depreciation ard amortization 2,483,375 2,376,378
Interest expense from aeortization of bond discount 422,912 491,968

Loss on disposition of assets 17,135 -

Working capital provided frce operations exclusive of

) extraordinary itee 13,374,835 10,172.'17

Extraordinary ites not providing working capital (kte 10) (9,033,823) (4,344,682)

Working capital provided free operations 4,341,812 5,827,435

1 Decrease in restricted assets i,997,335 2,380,191

Decrease in other assets 250,649-

Ircrease in liabilities payable free restricted assets 385,643 4,675,6"4
Increase in other liabilities 147,347 18,149

Proceeds frce long-ters debt 65,246,125 31,799,100
Contributiens 1,179,119 824,966

) . .

TOTAL SOURCES OF WORKING cap!TAL 77,296,781 45,776,980

ApDLICATIONS OR W ING CAPITAL

Acquisition of utility plant net of accusulated depreciation 9,822,354 12,107,891
Ircrease in other assets ret of accumulated depreciation 201,754 -

) Retirement of long-ters debt 59,161,736 27,965,652
. . -

TOTAL A9LICATIONS OF MING cap!TAL 69,185,844 48,073,543
-- . . ..

INCREASE IN WORKING CApliAL $ 8,110,937 $ 5,782,537
223:E3123223 R32233333333

)
INCREASE (DECREASE) IN COMP 0ENT ELE E NTS OF WORKING C@ !TAL

Pooled cash and irnestsents t 5,736,115 6 7,068,328
Accour.ts receivable (net) 1,077,459 107,732

Netes receivable (531) (1,787)
Inventory 447,643 (260,3%)

) Due from other goverraents 117,823 -

Accounts payable (1,0d7,422) 222,137
Due to City of Kississeee (137,987) (564,922)
Acerued taxes payable 76,5E S 182,368

Contracts /retainages payable (290,694) (7,564)
Acerued salaries (61,322) (23,147)

) Accumulated unused etepensated absences (28,845) (26,391)

Deposits payable 279,287 540,982
Deferred revenues 1,928,843 (1,'74,747)

INCREASE IN WORKING cap!TAL 6 8,110,937 6 5,762,537

) B-13
See acecepanying rotes.

-__.____-



_._

(

KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED SEPTEMBER 30, 1987 AND 1986 (

!
v

(
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Kissimmee Utility Authority (KUA)
conform to generally accepted accounting principles as applicable
to utilities. Accounting for 'the KUA is substantially in
conformity with the requirements prescribed by the Florida Publie z

Service Commission and the Federal Energy _ Regulatory Commission.
The following is a summary of the more significant policies.

A. Entity Definition
The accompanying financial statements present the financial

position, results of operations and changes in financial 1

position of the KUA in accordance with NCGA Statement No. 3,
"Defining the Governmental Reporting Entity", and subsequent
interpretation No. 7 clarifying the application of Statement
No. 3. The reporting entity for the KUA includes all
functions in which the Board of Directors exercises oversight
responsibility. Oversight responsibility includes, but is not ;

limited to, financial interdependency, selection of governing-
authority, designation of management, ability to significantly
influer.ce operations and accountability for fiscal, matters.
As a result of applying the above report ing entity criteria,

1
no other cor.iponent units exist in which the KUA has any |
oversight responsibilities which would require inclusion in'

the KUA's financial statements.'

The Kissimmee Utility Authority was created effective October
1, 1985 by the City of Kissimmee Ordinance #1265 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 Kissimroee is a non-voting Ex-Officio member. The 5
voting members are nominated by the Board and ratified by the
City Coamission. The Authority has exclusive jurisdiction
control ard managercent of the electric utility and the
following factors indicate that the KUA is properly excluded
from the City's financial staternents:

1

4
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VISSIMMEE UTILITY AUTHORITY
'07E5 TO FINANCIAL STATEMENTS.

|
4E04$ ENDED SEPTEMBER 30, 1987 AND 1986

i

! (1) Subsequent to Board appointments being ratified by the
City Commission, there is no continuing relationship.

(2) KUA management is selected by the Board and although the
City currently provides services by management-
contracts, those functions are controlled by KUA.

(3) The City has no authority to interfere with KUA' s
i 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.
.

B. Annual Budgets
The KUA follows 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 budget includes proposed expenses and the
sources of receipts to finance them.

(2) During several workshops, which are open to the public,
the staff and Board of Directors discuss and revise the

I submitted budget. A public hearing is conducted to
obtain ratepayer comments.

(3) The budget is approved by the Board of Directors and
beeor,tes the basis for operations for the ensuing fiscal j
year. |

) |

The Kissimmee Utility Authority is required .by charter to
adopt an annual budget. Since the KUA is an enterprise
operatton, no budgetary reporting is included.

C. Basis of Accounting j

) The MUA uses the accrual basis of accounting with revenues 'j
being recognl:ed when earned and expenses recognized whe.i i

incurred.

)

|
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KISSIMMEE UTILITY AUTHORITY
NOTEG TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

(

,

D. Utility Plant
~ Property, plant and equipment are capitalized at cost when
purchased. Depreciation is provided using the straight-line
method. The estimated useful lives of the various classes of (

depreciable assets are from 10 to 50 years. The various
classes of fixed assets depreciate as follows:

Structures & Improvements 33 1/3 to 50 yrs.

Generation Plant'8 Equipment 33 1/3 to 40 yrs.
!General Machinery & Equipment 10 to 40 yrs.

E. Nuclear Fuel
Araortization of nuclear fuel is based on cost, which is
prorated by fuel assembly batch in accordance with the thermal
energy that each assembly produces. Due to the uncertain

i

future of the nuclear fuel reprocessing industry and
government approvals for reprocessing and plutonium recycling,
the KUA is estimating no value for residual credits or costs
for future reprocessing.

T. Receivables
Utility operating revenues are generally recognized on the
basis of cycle billings rendered monthly. The cycle with the
meter reading date closest to September 30 is selected as the
cutoff for accrual purposes. The KUA does not accrue revenues
for services delivered during the fiscal year that have not
been read by September 30.

(

G. Inventories
Inventories are stated at the lower of cost (weighted average)

or market.

H. Other Assets
Unanortized bond discounts and issuance costs on long-term (

debt are amortized over the life of the issue on a
straight-line basis. The KUA considered the effective
interest method of amortizing bond discounts and determined
that no material difference results from the continued use of
the straight-line method.

(

(
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| KISSIMMEE UTILITY AUTHORITY
| NOTEE TO FFnmNCIAL STATEMENTS
. YEARS ENDED SEPTEMBER 30, 1987 AND 1986
h
|

!. Reserves
Reserves ara used to indicate a segregation of a portion of

) retained earnings equal to the not current assets that are
restricted for meeting various covenants as may be specified
and defined in the various revenue bend indentures. Usage of
reserves has been limited to the following items -

o Reserve for Bond Retirement - restricted for future
) servicing of the revenue bonds.

restrict ed foro Reserve for Bond Asset Replacement -

meeting of various contingencies as may be so specified
and defined in the indenture (frequently referred to as
renewal, replacement and improvement).

)

J. Designations
Certain designitions are made in the financial record during

the fiscal year to identify a portion of cash and investments
intended to be used for specific purposes. Designations as of

,

September 30, 1987, are as follows:
)

Designated Assets:

Decommissioning (Note 14) $ 83,500
Self Insurance 99,025
Vine Street Project 375,168

) Capital Improvements 10,172,301
Line Extensions 190,659
Rate Stabilization 1,480,938

________..__

Total $12,401,583
) ===========

K. Deferred Revenues
Revenues which are collected in advance of being earned are
reported as deferred revenues. Deferred revenues represent
the KUA's cost of power adjustment revenues collected, but for

) which costs have not been incurred. In those instances when
costs have been incurred but cost of power adjustment revenues
have not been co11keted, the difference is recorded as
accounts receivable.

)
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

(

L. Pension Plans
The KUA, in cooperation with the City of Kissimmee, sponsors
and administers a pension plan covering substantially all the (
full-time' employees. Employees are covered by a plan
established during 1968 that was amended and restated in 1975.
Annual costs for the pension plans are actuarially computed
and include amortization of past service costs over a period
of 30 to 40 ye..rs. Employees contribute 2% of their annual
salary to their plan. The HUA's policy is to fund the annual <

pension costs in the annual budget. (See Note 8.)

M. payments to the City of Kissimmee
By charter the Kissimmee Utility Authority is required to pay
to 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 income.

2. DEPOSITS AND INVESTMENTS

Investments are recorded at cost, which approximates market.
Adjustments are made to cost for any premiums or discounts. <

Premiums and discounts are amortized over the life of the
investments.

Florida Statutes, the KUA Charter and 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 also restrict the type and maturities of investraents in
the required trust funds (See Note 11D).

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 enumerate
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 public deposits in excess of deposit
insurance. Any loss not covered by the pledged securities and
de posi t insurance would be assessed by the State Treasurer and
paid by other qualified public depositories.

(
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

,

At September 30, 1987, the carrying amount of KUA's deposits with
financial institutions was $5,599,959 and the bank balance was

/ $5,546,801. All bank balances were held by qualified public
l depositories and thereby fully insured or collateralized.

At year end, the carrying amount and market value of investments
classified by category of credit risk included:

) ..____________________________________

(in thousands of dollars)
______________________________________

Category of Risk
---------------- Carrying Market

1 2 Amount Value
1 ____._______.....- ______-_____.____

Repurchase Agreenents $1,487 $- $ 1,487 $ 1,487
U.S. Gov. Securities 4,255 486 4,741 4,741
U. S. Instrueentality

Securities 3,470 - 3,470 3,533
______ ______ _______ -______

) $9,212 $ 486 $ 9,698 $ 9,761
...... ......

State Board of
Administration Pool 24,669 24,669

_______ . _____

Total Investments $34,367 $34,430
) ======= .......

Level of credit risk assigned to the above investments include
Insured or registered, or securities held byCategory 1 -

the Kissimmee Utility Authority or its agent
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.

)

)
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KISS!MMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

(

The investment in the State Board of Administration Pool
(representing approximately 82 percent-of total invest ments) is
collaterlized in accordance with Florida Statutes. All (

investments are delivered to the SBA's custody bank and held for
the SBA's account according to their instructions.

Repurchase agreements result entirely from a banking services
agreement requiring overnight repurchase agreements of securities
guaranteed by the United States Government. t

At September 30, 1987, the Balance Sheet also includes $146,199
of accrued interest on investments.

3. PROPERTY, PLANT AND EQUIPMENT
4

The following is a summary of property, plant and equipment at
September 30, 1987 and 1986:

1987 1986
t

___________ ___________

Nuclear production 4 3,767,691 $ 3,688,355
Other production 68,951,776 39,679,512
Transmission plant 12,247,342 11,775,228-
Distribution plant 21,248,692 18,912,661 j
General 2,568,495 2,999,178 l

i
___________ ___________

1

'

99,815,996 76,955,926

Less accumulated depreciation (18,840,298) (16,410,336)
___________ ___________

TOTAL $ 80,975,688 $59,643,599
............ ...........

.

L'
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

4. CONSTRUCTION PROJECT INTEREST COST

) In accordance with Statement of Financial Accounting Standards

No. 62, "Capitalization of Interest Cost in Situations Involving
Certain Tax-Exempt Borrowings and Certain Gif ts and Grants," the
KUA has recorded interest cost on long-term debt issued to
finance specific capital projects as construction in progress. ,

The intemst income recorded on unexpended construction project
) funds for the fiscal year ended September 30, 1987 and 1986 was

$562,888 and $1,228,784 respectively. Interest expense, not of

interest income on those construction project funds was
$1,448,359 and $1,514,411 respectively.

5. MAJOR PROJECTS
>

A. Stanton Energy Center Unit No. 1 (SEC 1)
The KUA entered into a participation Agreement with Orlando
Utilities Commission (DUC) to acquire a 4.8193% (29 MW)
undivided ownership interest in SEC 1 and to participate in
the use of related common and ext ernal facilities. The

) capacity and energy of the KUA's ownership interest in BEC 1
will be transmitted through OUC's transmission facilities to
the KUA's transmission facilities. SEC 1 is part of the
Stanton Energy Center, which involved the development of an
approximately 3,200 acre plant site located approximately 29
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 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 j

service required by the other participants. KUA' s cost was j

financed by the proceeds of the 1984 Bonds and revenues of the ]
system. KUA' s benefit in the Agreement is the added 1

'

availability of capacity and energy of the facilities through
its participation in future energy purchases 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. A total of $28,721,786 was capitalized and recorded as
the SEC.1 portion of utility plant in service. The KUA does
not exercise significant influence or control over operating
or financial policies of OUC.

I
|
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KIS8DDEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 38, 1987 AND 1986

(

B. Major Transmission System and Substation Improvements
The KUA engaged consulting engineers to conduct a transmission
system planning study to develop a plan for the expansion of (
the KUA's transmission system. The study determined that
additional interconnection capacity is required. The study
recommended increases in the int erconnection capacit y by
reconductoring a portion of the KUA's 69 kV interconnection
with Florida Power Corporat ion (FPC), installing a 69kV
interconnection bet ween Taft and Buenavent ura Lakes (
Substations, and installing an additional 230 kV 69kV-

transformer at Marydia Substation. The study also recommended
improvement to the system orotection and 69 kV-13.2 kV
distribution substation equipment. Studies performed by the
KUA indicate the need for two addit ional 69 kV13.2 kV
substations to serve increasing loads in developing areas of <

the KUA's service territory. The total cost of these major
transmission and substation improvements is estimated to be
$14,290,090 and such expenditures are scheduled to be made
over the next five years.

Some of the cost of such improvements were financed from the ,

proceeds of the 1984 Bonds and the remainder is expected to be
financed through internally generated funds of the System.

6. OTHER PARTICIPATION AND POWER SUPPLY AGREEMENTS

The KUA is party to the following agreements:
;

A. In 1975, the KUA entered into a Participation Agreement with
Florida Power Corporation (FPC) to purchase a .6754% undivided
interest in tneir 886 not MW nuclear 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
participation in future energy purchases and it does not
otherwise maintain an ongoing financial interest or (
responsibity for the project.

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

(
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KISSIMMEE UTILITY AUTHORITY |

NOTES TO FINANCIAL STATEMENTS I

|YEARS ENDED SEPTEMBER 30, 1987 AND 1986
). ,

!
|
,

'

B. In 1981, the KUA entered a Power Supply Acquisition Agreement
with the Florida Municipal Power Agency (FMPA) . Under _ the

) agreement, the KUA is to receive approximately 7 MW of power.
FMPA has an 8.806% undivided interest in Florida Power &
Light's (FP & L) St. Lucie Unit No. 2 nuclear powered
electric generating facility. FMPA also has a Reliability
Exchange Agreement with FP & L that enables them to share in
FP & L's St. Lucie Unit No. 1. Costs associated with this

) agreement are ircluded in purchased power expenses.

7. LINE EXTENSION POLICY
In fiscal year 1985, the KUA changed its policy related to
extending electric lines for customers. In prior years, the
customer paid the cost of extension and was reimbursed over a

t three year period based on usage of electricity. This usually
resulted in the custorer being reimbursed the entire amount paid
for the line extension. These agreements were recorded in the
balance sheet as deposits pay ('io. Deposits payable were reduced
from $360,854 at September 38, ...& to $81,567 at September 30,
1987. They will continue to decrease until reimbursements

) related to existing line extension agreements terminate.

In fiscal year 1985, the policy was changed to require the
customer to pay 70% of the cost of line extensions with no
reimbursement. Under the new policy the payments are recorded as
contributions from private sources on the balance sheet. As of

I September 30, 1987 and 1986, $1,179,119 and $824,906
respectively, was collected.

8. PENSIONS
The KUA employees participate in a single 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-tiwe |
employees, except City police of ficers and firefighters. Annual i

costs of the pension plan are actuarially computed and include
l

amortization of past service costs over a 30 to 40 year period |

beginning January 1, 1974. The employees contribute 2% of their I

) annual salary to the plan. An actuarial study was conducted at !

January 1, 1987 and 1986. |
,

I
l
,

|
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

The table below_ shows relevant data for the Plan as a whole and
'for KUA's portion where this was available:

1987 1986

T_,gigi Pitrg:
Unfunded accrued liability $1,053,501 $1,539,969
Value of assets 7,450,413 5,952,402 .

'

Vested benefits 3,890,734 3,184,115
Nonvested benefits 514,112 453,759
Actuarial funding requirement 376,015 430,826 i

Ad:ainistrative costs 67,350 55,574 |
Total employer contribution 443,365 486,400

KUA's Portion
Vested benefits 1,582,357 1,264,951
Nonvested benefits 219,228 185,965
Actuarial funding requirement 163,528 159,188
Administrative costs 32,483 18,437
Total employer contribution 196,011 163,236

i

The Entry-Age Normal-Level Percentage of pay actuarial cost
method was utilized in the January 1, 1987 valuation. The
significant assumptions for this Plan ares (1) life expectancy is
calculated using the GA-1951 Male Mortality projected to 1965 by
Scale C with a five year set-back for femalest (2) an interest

return of 7.5% compounded annually 1 (3) a salary increase of 6% 1

per year.

As of January 1, 1987, the Plan included 280 employees at a total
annual basic compensation of $5,183,861. Of these numbers, KUA
employees were 107 at a total annual basic compensat ion of
$2,250,242. Normal retirement eligibility is defined as
attainment of age 65 and completion of 10 years of credit ed
service. Eligibility for early retirement is attained at age 55

and completion of 15 years of credited service. The Plan also 7

provides for disability retirement and a death benefit. The
prior year employee contribution rate was 3% (4% if member of ,

bargaining unit) of basic annual compensation. A plan amendment
in 1986 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 I

baso to be amortized over 30 years. KUA's contribution is |

calculated by the actuary based on membership. The
administrative cost of the Plan is allocated proportionately f
between the City and KUA and paid separately.

B-24 c

_



)

KISSIMMEE UTILITY OUTHORITY
NOTES TO CINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 20, 1987 AND 1986

)

.

3. DEFERRED COMPENSATION PLAN

The KUA offers its ernplcywes a deferred compensation plan created
in accordance with Internal Revenue Code Section 457. The plan

is administered by the International City Managers Association
(ICMA). The plan, available to all KUA eta p l oye es, permit s thern
to defer a portion of their salary until 'uture yearn. The

deferred compensction as not available to employeet until

t erroi nat ion or unforeseeable emergency (including dccth,

retirernent and disability).

All amounts of compensation deferred, all property and rightt,

purchased, and all income earned are solely the propert y and

rights of the KUA, subject only to the claims of the KUA' s
general creditors. Part i ci pa nt s' rights under the plant are
equal to those of general creditors of the KUA in an atoount equal
to the fair raarket value of the deferred account for each
participant. Deferred Cornpensation accounts are stated at marl <et
value.

The ICMA is responsible #or investroent of funds, distribution of
beneftts and reporting to participants. The KUA believes that it
is unlikely that it will use the assets to satisfy the claitos of

general creditors in the future.
|

|
' 10. EXTRAORDINARY ITEM

During 1987, the KUA sold $66,020,000 of Refunding Revenue Bonds, i

Series 1987. The 1987 Bonds were issued to (1) advance refund a )
portion (the "Refunded Bonds") of the outstanding 571,500,000 in i

aggregate principel arnount of the Electric Refunding Revenue
Bonds, Series 1982-A (the "1982-A Donds") originally issued by I

the City, (ii) pay certain accrued i nt eres t in respect of the

1987 Bonds, and (iii) pay cert ain cost s related to the issuance
of the 198T Bonds. The Refunded Bonds were issued to provide a

portion of the funds required to defease the City's Electric
Refunding Revenue Bonds, Series 1982, and to pay costs of
issuance of the 1982-A Bonds. The Authority has caused to be ,

deposited with First Union National Bank of Florida, )
Jacksonville, Florida (the "Esceow Holder") under the Escrow |
Deposit Agreement dated as of April 1, 1987 (the "Escrow Deposit

Agreement"), between the Authority and the Escrow M: 1 der,
,
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986 )

i

i

sufficient funds froro the net proceeds of. the 1987 Bonds and
other available moneys to enable the Escrow Holder to make )

invest ment s, the interest on and reaturing principal of which will H

be sufficient to enable the Escrow Holder to make all payments of
principal of and interest on the Refunded Bonds through September $

30, 1990 and to redeem on October 1, 1930 all of -the unpaid-

Refunded Bonds.
t

A calculation of the net loss on the refunding program is as

follows: i

Net old bonds refunded $ 57,556,605 I

Net new bonds issued 66,589,628
------------

LOSS $ 9,033,023
,

' ============

l

The loss calculated above is recorded as an extraordinary -item on )
the statement of income for the year ended September 30, 1987.
Although the refunding resulted in the recognition of an
accounting loss, the KUA in effect reduced its aggregate debt

service payments by over $12.1 million over the next 25 years ar.d
'; '

obtained an economic gain (dif ference between the present values
of the old and new debt service payrnents) of $5.3 million.

11. REVENUE BONDS OUTSTANDING

The Revenue Bond resolutions provide for

A. Establishment and maintenance of various funde
(1) Revenue Fund records all operating revenues and

expenses of the systerog

(2) Sinking Fund records principal and interest
Irequirements;

(3) Bond Arnort i zat ion Fund records funds held for the
retirement of term bonds;

(4) Reserve Fund records funds held for the maximu'o annual
debt service requirement;

(5) Renewal, Replacernent and Improvement Fund is to be used
I

only for making improvements, e xt ensions and
replacements to the system; and

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

(
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KISSIMMEC UTILITY AUTHORITY
NOTES TO FIMNC14L STATENENTS
YEARS ENDED SEPTEhBER 30, 1987 RND 1986

)

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

) (1) Deposits are made to the Revenue Fund to meet current
operations accceding to the budget i

(2) Deposits to the 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 to the Bond Reortization Fund are required on
or before the 25th of each month equal to one-sixth
(1/6) of the amortsat ion installment coming due on the
next semi-annual payment date;

) (4) Deposit s to the Reserve Fund are to be made when
required to maintain the Fund at the reserve
requirement (maximum annual debt service); and

(5) Deposit s to the Renewal, Replacement and Improvement
Fund are required each month in an amount equal to
one-twelfth (1/12) of the adoptod budget for that fund.
The total annual deposit may not be less than 5% of the)

gross revenues for the precedsna fiscal year after
deduct ing 100% of the fuel expense and the energy
component of purchased power expet:ses incurred in such
preceding fiscal year. However, no such monthly
deposit shall be required when the amount in such fund

) shall at least equal $1,500,000.

C. Early redemption
The bond ordinance 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, dependent upon the call date. Original issue discount
bonds may be redeemed early at call rates of 80% to 100% of
the f ace value, dependent upon the call date.

)

(
,
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986'

(
( <

D. Investment restrictions
(1) Funds of the Sinking Fund, Bond Amortization Fund,

Reserve Fund and Renewal, Replacement and Improvement <
Fund are required to be continuously secured in the
same manner at municipal deposits of funds are required
to be secured by the Laws of the State of Floridal and

(2) Montes on deposit in the Sinking Fund and the Bond
Amortization Fund shc't. be invested only in direct

~

obligations of, or obligations the principal of and v'

interest on which are guaranteed by the United States
of America and which do not permit redemption prior to
maturity at the option of the City. Montes on deposit
in the Revenue Fund, Reserve Fund and Renewal,
Replacement and Improvement Fund may be invested as
aescribed above as well as in obligations of agencies <

of the United States of America, obligations rating 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 i

principally in United States governrent securities.

The refunding and revenue bonds consist of the following serial
and term bonds: -

Amount Amount ;

Interest Final Original Outstanding Outstanding
Description Rates / Dates Maturity Amount 9/30/87 9/30/86
_________.. ....___.... ........ ........ ........... ...........

Refunding Revenue
Bonds - Series (

1982A 6.75%-7.75%
4/1110/1 10/1/92 471,500,000 65,288,600 471,5D0,000

Refunding Revenue
Boncs - Series

1985 S.58%-8,50% (
4/1 19/1 10/1/17 36,875,999 36,875,096 36,875.994

Electric Revenue
bonds - Series

1987 3.75%-6.89%
4/1 10/1 19/1/12 66,620,000 66,829,996 (-

B-28 (
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KISSIMMEE UTILITY AUTHORITY
NOTES 10 FINANCI AL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

)

,

'
)

'
During the year ended September 30, 1987, KUA's monthly transfers j

to the Sinking Fund were for amounts less than that called for in
the bor,d resolution. The deficiencies created by the incorrect .$

'

transfers were corrected at year end. There was no deficiency in ,

payments to bond holders.

12. REFUNDED BONDS

The KUA presently has outstanding serial bonds, which were
refunded through the full cash defeasance method on January 4,
1973 and through the not cash defeassnce method on February 25,

) 1982, January 25, 1983, December 31, 1985 and April 1, 1987 as
follows:

AMOUNT DUTSTANDING
ELECTRIC & WATER -----------------------------

BOND ISSUES 1987 1986
>

__--__-_. __--__ --__________ __-__-_-__-.

1963 $ 1,500,000 $ 1,685,000
1967 1,050,000 1,115,000
1971 850,000 850,000
1971-A 485,000 515,000
1973 3,195,000 3,C45,000

) 1975 3,375,000 3,450,000

2LECTRIC REVENUE
BONDS

____---________.

1977 SERIES A 18,400,000 18,400,000
f 1979-1 2,510,000 2,545,000

1982 47,500,000 47,500,000
1982-A 71,185,000 -

1944 28,400,000 28,400,000
____-__ -- _______---

) $167,995,000 $107,705,000
............ ====........

Since governmental obligations are held in ascrow for the payment |
of principal and int erer.t on these L.nd s , they are not i

liabilities to the KUA. I

)

|

) B-29

- - - _ _ _ _ _ _ _ - _ _ _



_-

|

I
|

i

I yi,
KISSIMMEE UTILITY AL'THORITY
NOTES TO FINANC19L STATEMENTS

{,

YEARS ENDED BEPTEMBER 30, 1987 AND 1986'

| '

/

13. CHANGES IN LONG-TERM DEDT |

The following is a summary of bond trancactions:

1987 1986
_______..... ........___.

Bonds Payable'

<' Beginning of Year $108,375,000 $ 99,900,000
New Bonds Issued 66,020,000 36,875,000
Bonds Retired (66,220,000) (28,400,000)

|_____....... ___ ....___
i

BONDC PPYABLE AT
END OF YEAR $108,175,000, $108,375,000 )

,
J

,I mummmmmmmmme mammmmmmmmme
|

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

YEAR ENDING YEAR ENDING |

SEPTEMBER 30 1907 SEPTEMBER 30 1986
._-___...___ ........._______ __. _____... ..___...___...

1988 9 9,480,081 1987 9 8,796,568

1989 8,673,568 1988 8,380,907 (
1990 8,671.481 1989 3,988 595 ii

1991 8,999,179 1990 9,072,258 |
1992 8,996,169 1991 9,066,894

1993-1997 44,952,856 1992-1996 46,620,879
1998-2002 44,067,632 1997-2001 45,827,370
2003-2007 43,250,230 2002-2006 44,049,750
2008-2012 43,453,670 2007-2011 43,434,831
2013-2017 15,123,850 2012-2016 26,034,475 ,

2017-2018 5,689,600
.............._______..______

1235,668,716 $255,962,1P,7
,

LESS:
Anount representing

int erest (187,493,716) (151,927,006)
ADDI
Amount representing
bond amortization
fund investment
purchased and

4,339,879interest income -

____...________ _______..____.

TOTAL AT PRESENT
VALUE $108 175,000 $108,373,000

B-30
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

).

)

14. CONTIASENCIES AND COMMITMENTE

The KUA owns a portion o" Florida Power Corporation's nuclear

power plant at Crystal River, Florida. This plant is scheduled

t to be decommissioned in the year 2008. .The KUA will be liable

for approximately $668,000 in decommissioning costs at that tirne.
As of September 30, 1987 and 1986, $83,500 and $66,800,
respectively was escrowed. An additional $100,000 has been
budgeted to be escrowed during FY 1987/88.

1

1

.

J
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KISSINEE UTILITV AUTHORITY

TABLE 1

OPEMTINS REVEMES BY SOURCUDPEMTING EIPENSES BY DEPARTENT

LAST TEN FISCAL YEARS

(

j OPEMTIE EVEMES:
1

SOURES 1987 1986 1985 1984
.

ETEED SR.ES $ 41,805,328 9 34,794,795 l 33,252,968 $ 26,029,118

(

PUBLIC STEET &

HIMAY LI9 file 82,042 76,281 82,322 64,313

SALES TO OTER UTILITIES - 1,887 183,380 595,123

INTERDEPARTENTAL SALES 725,863 788,838 758,778 606,824 (

.

OT)ER CPEMTIE REVDES 647,019 580,517 565,162 619,121

TOTAL OPEMTIE REVEMES S 43,259,452 $ 36,242,318 $ 34,842,602 $ 27,934,499
_ ___ _ _ . ___

(

CPEMTIE EIPENSES:

DEPMTENTS 1987 1986 1985 1%4

i

$ -$BUD 6ET 4 AUDIT $ 150 $ --

MJCLEAR PGER GEEmilm 879,544 785,795 1,076,424 797.136

OTER POER EEMTI(N (1) 4,839,234 4,389,997 6,916,859 9,399,901

PURCMED POER (1) 12,231,779 10,722,351 10,571,234 5,564,182

TRMSMISS!34 688,632 579,865 511,852 484,400

DISTRIBUTI(N 1,100,826 925,953 765,448 494,343 (

PLMIE 4 EN61EERING 437,272 317,139 360,424 284,780

CUST0ER SERVICE 597,353 450,234 457,097 607,734

EIEEUTIW ISO,916 212,014 278,324 198,786

ADMINISTMTIVE & GEEML 1,506,908 1,698,993 1,278,601 1,456,651

PAYENT TO CITY OF KISSIMEE (2) 3,330,166 2,321,885 - -

DEPRECIATICH 2,483,376 2,370,378 2,239,552 1,527,630 (
ACC0lNTING (3) 1,909 - - -

IEONTI(N PROCESSIE (3) 3,6% - - -

FIMSCE & ADMINIST MTION (3) 182,311 - - -

PERS00EL 4 RIE MNGEENT (3) 251,063 - - -

(
TOTR. CPEMTIE EIPENSES S 28,695,135 t 24,774,604 $ 23,555,815 $ 20,815,463

(1) Information separating Purchased Pcmer from Other Power Generation
was unobtaireble for the years 1978 to 1981. (

(2) Payment to City cf Kissiusee prior to 1986 was considered a
non-operating expense.

(3) These departments were created during 1987.
C-4 (
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)

1983 1982 1981 1988 1979 1978
_. . .. _

$ 23,768,482 6 18,797,493 $ 18,844,814 $ 12,918,663 6 9,962,338 $ 8,583,985

)

68,773 68,655 65,866 59,233 46,887 48,482

116,685 528,161 1,859,874 793,866 77,749 91,117

) 589,989 362,643 313,388 261,352 218,892 281,821

242,998 179,931 6,786,276 171,798 171,830 130,763
.__

$ 24,786,847 6 19,928,863 $ 19,E9,338 $ 14,284,112 $ 18,467,296 $ 9,855,288
= = = = = = = = = = = = = = = = = = = = = = = == == = ro m=== m e==== =============38 - - == = =

,

1%3 1982 1981 1988 1979. 1978

)

6 - $ - $ - $5 - S - .

823,854 518,277 489,157 389,654 336,548 2f>3,194

4,895,486 3,555,3 % 11,668,394 9,268,197 6,248,367 5,164,718

( 9,4%,552 8,217,856 - - - -

'

345,633 250,299 194,599 99,879 58,362 49,621

741,687 786,523 277,516 233,388 228,738 653,491

338,945 273,889 287,412 159,581 143,458 115,299

267,511 226,484 187,858 153,161 147,418 174,893

213,362 127,388 149,321 168,757 118,384 71,482

952,683 1,121,554 1,882,333 328,512 797,542 3 % ,992
_ _ _ . . .

1,832,233 976,554 928,689 738,665 668,764 687,the
. . . _ _ .

. . . . . .

_ _ . . _ _

. . . . . _

_.... .. __ . _ _ - - - ..-.. . _ _ ._

$ 19,888,986 $ 15,972,854 $ 15,888,391 W 11,586,826 5 8,731,497 $ 7,516,838
B2322TEIs.wa43SS 321233223223233=E ESS3tE=SSME2 SEES.3 E=2EE223EE3EEEE=$ BTE2322T " " 323
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KISSDDEE tJTILITY RJTK)RITY
TABLE 2

STATISTICAL DATA (

KpWER OF RETAIL TOTAL llCDE BEF0fE

FISCR. RETAn. PERCENT SALES PERCENT OPERATING (PENTIM6 EITRAORDINARY

YEAR CUSTOMERS (O INCREASE (M) INCREASE REYEME INCOE(2) ITEM

- . ..

1987 24,106 8.28 471,742 15.16 9 43,259,452 6 14,564,317 9 10,451,413 ;

1986 22,263 7.28 409,644 11.88 36,242,318 11,517,714 7,309,771 {
f

1985 20,752 7.61 366,155 14.24 34,642,602 9,098,875 4,409,977

1984 19,285 13.54 320,524 10.15 27,934,499 7,089,i3 2 1,444,927

1983 16,985 7.80 290,987 8.90 24.706,847 5,617,941 2,953,745

1982 15,756 8.61 267,203 5.39 19,928,883 3,956,029 1,984,999 1

1981 14,507 !$.78 253,530 13.76 19,069,330 4,060,9A 2,845,585

1980 13,105 8.62 222,866 9.12 14,204,112 2,697,286 1,167,851

1979 12,f55 6.84 204,245 7.21 10.467,296 1,735,800 676,226

1978 11,293 3.94 190,516 11.07 9,055,288 1,539,258 489,251

1
1

4

(1) Deage custcmer count for fiscal year.
(2) Prior to 1984 the Payment to the City and Amortization expense were

deducted after Operating income was determined.
I
i

.

C-6
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KISSIMMEE UTILITY AUTM)RIT(

TABLE 3

) SCHEDULE OF REVENUE EOND COVERAGE

LAST TEN FISCAL YEARS

) OKRATION NET REVENUE
'

AND AVAILAEn.E DEBT

FISCAL GROSS MAINTENANCE FOR SERV!CE

YEAR EVEMES EIPENSES DEBT SERVICE REQUIREMENTS COVERAGE
_

.... ..

1987 $ 45,854,926 $ 22,881,594 $ 22,973,332 $ 7,435,601 3.09 1

1 1986 39,254,729 20,032,341 19,222,388 7,514,7 % 2.56

1M5 38,563,461 21,316,263 17,247,1 % 7,286,426 2.37

1984 29,659,637 19,287,834 te,371,803 5,901,623 1.76

1983 26,615,463 18,856,673 8,558,790 6,032,412 1.42

1982 21,096,368 14,996,380 6,100,968 3,932,798 1.55

1%1 19,775,045 14,087,782 5,687,263 1,540,834 3.69

j 1980 14,609,276 10,776,151 3,833,115 1,265,432 3.03

1979 10,590,!56 8,970,793 2,519,363 1,145,011 2.20

1978 9,766,729 6,828,890 2,937,839 1,319,917 2.23

)

GROSS REOUES COPRJTATION DEBT SERVICE REDVIREENTS C0p0UTATION

Total operating revenes 43,259,452 Interest expense 6,184,743

| Interest revenue 2,088,974 Amortirallon of bond
Interest revenue disco nt (422,912)

capitalized 562,080 Other interest expense (44,335)

Interest revenue - Bord Interest expense capitalized 2,010,439
Amortization Fund (55,580) Interest expense paid out

of construction furd (1,340,292)

Total Gross Revenues 45,854,926 Principal 910,0$P

Purchase of treasury bonds
0 8 M EINNSES CDPRITAT10N - Bond Amortiration Fund 193,538

Total operating expenses 28,695,135 Interest revenue - Debt
Payment to the City (3,330,166) Service Fund (55,580)

Depreciation 8 amort. (2,483,375) =-

Total Debt Service= - ---

Total 0 4 M Expenses 22,881,594 Requirements 7,4Y),601

C-7
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KISSINTE UTILITY AUTHORITY
TABLE 4

SUPeQRY OF DEBT SERVICE REQUIREENTS T0 pmTURITY

ALL SERIES (

BOND SERIES SERIES SERIES

YEAR 1982A 1%5 1%7 TOTAL

(_ ... - . . . ..

1988 1,028,038 3,025,585 4,516,458 8,570,081

1989 1,128,150 3,023,160 4,522,258 8,673,568

19A 1,126,450 3,028,523 4,516,508 8,671,481

1991 1,458,734 3,020,873 4,519,568 8,999,179

1992 1,449,238 3,025,993 4,520,938 8,996,169

3,027,693 5,975,538 9.003,231 (1993 -

1994 - 3,020,83? 5,970,538 8,991,371 1

1995 - 3,925,920 5, % 7,058 8,992,978

1996 - 3,021,680 5, % 9,198 8,990,B78

1997 - 3,818,680 5,955,718 8,974,398

1998 - 3,026,'35 5,951,448 0,977,883

1999 - 3,023,625 5,824,748 8,848,373

2000 - 3,030,545 5,829,383 8,859,928

2001 - 3,020,825 5,661,943 0,682,768

2002 - 3,030,175 5,668,505 8,6 % ,680

2003 - 3,022,300 5,663,030 8,685,350

2064 - 3,023,ese 5,670,065 8,693,115

2005 - 3,021,150 5,668,345 8,649,495

2006 - 3,026,175 5,667,555 8,693,730

2007 - 3,026,850 5,461,690 8,488,540

2006 - 3,022,750 5,668,480 8,691,230

2009 - 3,023,450 5,656,040 8,679,490

2010 - 3,021,975 5,670,580 8,692,555

2011 - 3,023,350 5,669,040 8,692,390

2012 - 3,026,925 5,671,080 8,698,005

2013 - 3,022,050 - 3,022,O'0

2014 - 3,028,725 - 3,028,725

2015 - 3,025,650 - 3,025,650

2016 - 3,022,825 - 3,022,825

2017 - 3,024,600 - 3,024,600
._.. .. ..

$ 6,1?0,614 $ 90,732,370 $ 137,835,732 0 234,758,716
::: nesuu nannen, innionsin sen n nn

,
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HISS!P9EE UTILITY AUTHORITY

TABLE 5

) STATEENT OF BOPOED DEBT AND INTEREST

EFUNDING REVENUE BONDS-SERIES 19824

SEPTEMMR 30, 1987

)
BOND INTEHEST

YEAR ENDIN6 INTEEST = PRINCIPAL TOTAL DEBT

OCTOBER 1 RATE - % DUE APRIL 1 DUE OCTOBER 1 DUE OCTOBER 1 SERVICE

. . -= ...... ... . ...

1988 6.75 6 181,519 6 181,519 $ E5,000 $ 1,028,038
) 1989 7.80 159,075 159,075 810,200 1,128,150

1990 7.25 130,725 130,725 % 5,000 1,126,450,

1991 7.00 99,369 99,369 1,260,000 1,458,738

1992 7.75 52,119 52,119 1,345,000 1,449,238

$ 622,807 $ 622,807 $ 4,945,000 6 6,190,614
... . ... .... ... .. . ..........

,

>

)

)

}
C-9

.



_ _ _ _ - .. - ,,,

KISSIPMEE UTil.lTY AUTW RITY

TABLE 6

STATEEl,I CF EOCED DEBT AND INTEREST

REFUNDING REVENUE BONOS-SERIES 1965 4
SEPTEMBER 30, 1987

BOND INTEREST (
PRINCIPAL TOTit. DEBTYEAR EW ING INTERES7 --

OCTOBER 1 RATE - % DUE APRIL 1 DUE OCTOBER 1 DUE OCTOBER 1 SERVICE

=. __ ....

1988 6.50 $ 1,340,293 $ 1.340,292 $ 345,000 $ 3,025,25
1989 6.75 1,329,680 1,329,080 365,000 3,023,160

1990 7.00 1,316,762 1,316,761 395,000 3,028,523 (

1931 7.20 1,302,936 1,382,937 415,000 3,020,873

1992 7.40 1,287,997 1,287,W6 450,000 3,025,993

1993 7.60 1,271,346 1,271,347 485,000 3,027,693

1994 7.75 1,252,916 1,252,917 515,000 3,020,833

1995 7.90 1,232,968 1,232,960 560,000 3,025,920

1996 8.00 1,210,840 1,210,840 600,000 3,021,680 <

1997 8.10 1,186,840 1,186,840 645,000 3,018,680

1998 8.20 1,160,718 1,160,717 705,000 3,026,435

1999 8.30 1,131,813 1,131,812 760,000 3,023,625

2000 8.40 1,100,273 1,100,272 830,000 3,030,545

2001 8.50 1,065,413 1,065,412 890,000 3,020,825

2002 8.50 1,027,588 1,027,587 975,000 3,030,175 t
2003 8.50 986,150 % 6,150 1,850,000 3,022,300

2064 B,50 941,525 941,525 1,140,000 3,023,050

2005 8.50 893,075 893,075 1,235,000 3,021,150

2006 8.50 840,588 840,587 1,345,000 3,026,175

2007 8.50 783,425 783,425 1,460,000 3,026,850

2968 8.50 721,375 721,375 1,580,000 3,022,750 <
2fW 6.50 654,225 654,225 1,715,000 3,023,450

2010 6.50 598,488 598,487 1,825,000 3,021,975

2011 6.50 539,175 539,175 1,945,000 3,023,350

2012 6.50 475,963 475,962 2,075,063 3,026,925 -

2013 6.50 408,525 408,525 2,295,000 3,022,850

2014 6.50 336,863 336,862 2,355,000 3,028,725 (
2015 6.50 264,325 260,325 2,505,000 3,025,650

2016 6.50 178,913 178,912 2,665,000 3,022,825

2017 6.50 92,300 92,300 2,840,290 3,024,600
. .__ _ ..

$ 26,928,690 $ 26,928,680 $ 36,875,000 $ 90,732,370
===u===== su,==usu. : : ==u = = = = . =uusu s.

(

(
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KISS!!9EE UTILITY AUTHDalTY

TABLE 7

) STATEENT OF EONDED DEBT M) INTEREST

RERN)!NG RENEMJE BONDS-SERIES 1987

SEPTEMBER 30, 1987

.

)

B014) INTEREST

YEAR ENDING INTEREST PRINCIPA. TOTAL DEBT

OCTOBER 1 RATE - % DLE APRIL 1 DLE OCTOBER 1 DUE OCTOBER 1 SERVICE
---

1988 4.le $ 2,000,729 8 2,000,729 $ 355,000 $ 4,516,458
) 1989 4.20 2,973,629 2,873,629 375,MS 4,522,258

1990 4.40 2,065,754 2,865,754 385,000 4,516,500
1991 4,60 2,057,284 2,057,284 405,000 4,519,568
1992 4.80 2, 047, % 9 2,047, % 9 425,000 4,520,938
1993 5.80 2,037,769 2,037,769 1,900,000 5,975,538
1994 5,20 1,990,269 1,990,269 1,990,000 5,970,538

) 1995 5.40 1,'338,529 1,938,529 2,090,000 5, % 7, 058

1996 5.60 1,882,099 1,882,099 2,205,000 5,%9,1%
1997 5.80 1,820,359 1,820,359 2,315,000 5,955,718
1998 6.00 1,753,224 1,753,224 2,445,000 5,951,448
1999 6.10 1,679,874 1,679,074 2,465,000 5,824,748
N0 6.20 1,604,692 1,664,691 2,620,000 5,829,383

1 2001 6.25 1,523,472 1,523,471 2,615,000 5,661,943
2002 6.38 1,441,753 1,441,752 2,785,000 5,668,505
2003 6.70 1,354,025 1,354,025 2,955,000 5,663,850
2004 6.70 1,255,033 1,255,032 3,160,000 5,670,065
2005 6.70 1,149,173 1,149,172 3,370,000 5,668,345
2006 6. 70 1,036,278 1,036,277 3,595,000 5,667,555

> 2007 6.70 915 845 915,845 3,630,000 5,461,690
2006 6.80 794,240 794,240 4,680,000 5,668,4M
2009 6.80 655,520 655,520 4,345,000 5,656,640
2010 6.80 507,790 507,790 4,655,000 5,670,580
2011 6,80 349,519 349,520 4,970,000 5,669,040
2012 6.80 180,540 180,548 5,310,000 5,671,000

)

$ 36,195,369 $ 36,195,363 $ 65,445,000 $ 137,835,732

1

)

b ,

!

|
|
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KISSIMMEE UTILITY AUTHORITY
TABLE 8

TEN LARGEST NON-GOVERNMENT UTILITY CUSTOMERS
,

SEPTEMBER 30, 1987

ANNUAL PERCENT
ENERGY OF TOTAL

CUSTOMER USAGE * SYSTEM
,

----------=-_ :-------------------- --------- --------

1. HUMANA, INC. 5,719 1.21%

2. KISSIMMEE MEMORIAL HOSPITAL 5,693 1.21%

3. CUSTOM PLASTICS 4,729 1.00%
,

4 HOWARD JOHNSON MOTEL (WEST VINE) 2,781 0.59%

5. K-MART, INC. (EAST VINE) 2,774 0.59%

6. PUBLIX SUPER MARKET (WEST VINE) 2,758 0.58%
,

7. K-MART, INC. (WEST VINE) 2,250 0.48%

8. OKE dba QUALITY INN 2,212 0.47%

9. HOLIKISS, INC. dba HOLIDAY INN 2,112 0.45%

10. HOWARD JOHNSON MOTEL (EAST VINE) 2,041 0.43%
--------- -_--.---

33,069 7.01%
========= ========

|

*MWH Sales for the 12 month period ending 9/30/87.

4

4

4
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KISSIMMEE UTILITY AUTHORITY
TABLE 9.

MISCELLANEOUS STATISTICAL DATA
SEPTEMBER 30, 1987

)-

SERVICE AREA
___..________

)
The KUA serves an area of approximotely 85 square railes with 10,496
customers inside the City of Kissimmee and 11,767 outside the City
limits.

) RETAIL SALES
____________

Commercial &

Residential Industrial Total
_________ _ ____________ _________

Average Number of Customers 19,427 2,836 22,263

Percent of Total Customers 87.3 12.7. 100.0

i Energy Sales (MWH) 206,708 203,566 409,644

Revenues $18,018,156 $17,373,443 $35,391,599*

) * Excludes sales to other utilities of $1,887, vapor light sales of
$268,315 and other revenues of $580,517.

EMPLOYEES BY DEPARTMENT
y _________ -__________

Generation 44

Transmission 16

) Distribution 33

Planning / Engineer 12

Customer Service 25

) Executive 3

Finance 11
____

144
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1
1
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

CERTIFICATE OF ACHIEVEMENT
for the year ended September 30, 1986

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 Comprehensive Annual Financial Report for the fiscal
year ended September 30, 1986.

,

|
i

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 4tandards. Such reports '

must satisfy both generally accepted accounting principles j
and applicable legal requirements.

J
l

A Jertificate of Achievement is valid for a period of one Iyae.r only. Management believes that this report continues to
conform to Certificate of Achievement Program standards. |

_
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH. FLORIDA
ELECTRIC, WATER, POLLUTION CONTROL /

OFFICE OF R. RONALD HAGEN Post Office Box 519 120 Sams Ave.
DIRECTOR OF UTILITIES New Smyrna Beach. Florida 32070 0519

(904)427 1361 3

December 9, 1987

To the Chairman and Members
of the Utilities Commission

City of New Smyrna Beach, Florida

The comments found in this letter relate to the period and conditions
existing as of September 30, 1987. In accordance with state statutes and
Resolution Number 28-78, I hereby transmit the comprehensive annual financial
report of the Utilities Commission, City of New Smyrna Beach, Florida, as of
September 30, 1987, and for the fiscal year then ended. Responsibility for
both the accuracy of the presented data and the completeness and fairness of
the presentation, including all disclosures, rests with the Management of the
Utilities Commission. Management believes that the data, as presented, is
accurate in all material aspects; that it is presented in a manner designed
to fairly set forth the financial position and results of operations of the
Utilities Commission as measured by the financial activity of its various
functions; and that all disclosures necessary to enable the reader to gain
the maximum understanding of the Utilities Commissicn's financial affairs
have been included.

In developing and evaluating the Utilities Commission's accounting system,
consideration is given to the adequacy of internal accounting controls.
Internal accounting controls are discussed in the accompanying financial
letter of transmittal, and within that framework, I believe that the
Utilities Commission's internal accounting controls adequately safeguard
assets and provide reasonable assurance of proper recording of financial
transactions.

This report has been prepared following the guidelines recommended by the
Federal Energy Regulatory Commission, American Institute of Certified Public
Accountants, Financial Accounting Standards Board, Governmentel Accounting
Standards Board, and the Government Finance Officers Association of the
United States and Canada. The Government Finance Officers Association awards
Certificates of Achievement for Excellence in Financial Reporting to those
governmental entities whose annual financial reports are judged to conform
substantially with high standards of public financial reporting, including
generally accepted accounting principles promulgated by the Governmental
Accounting Standards Board. The Utilities Commission, City of New Smyrna
Beach, Florida, has been awarded a Certificate of Achievement for its annual
financial reports for fiscal years 1978 through 1986. It is my belief that
the accompanying fiscal year 1987 financial report continues to meet program

vi
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Chairman and Members
;of the Utilities Commission

City of New Smyrna Beach, Florida
December 9, 1987
Page Two

standards and it will be submitted to the Government Finance Officers
Association for review.

In accordance with the above mentioned guidelines, the accompanying report
consists of three parts:

(1) Introduction section, including the finat.cial lutter of
transmittal,

(2) Financial section, including the financial statements and
supplemental data of the Utilities Commission accompanied by our
independent auditors' opinion, and

(3) Statistical section, including a number of tables of data
depicting certain financial information of the Utilities

Commission, information on revenue certificato debt coverage and
other miscellaneous information.

State laws and Resolution Number 28-78 requires that the financial statements
of the Utilities Commission, City of New Smyrna Beach, Florida, be audited by
a certified public accountant selected by the Utilities Commission. This
requirement has been complied with, and the auditors' opinion by the firm of
Brent Millikan & Co., P.A., Certified Public Accountants, is included in the
financial section of this report.

Our basic business is supplying adequate and reliable utilities service at a
competitive cost. This objective requires long-term planning and
construction activities spanning many years. These activities require a
long-term commitment to the future of this area. This commitment requires
financial resources and dedicated work of those who comprise the Utilities
Commission. The employees of our system, the customers, and the Utilities
Commission all have an important role in the accomplishments to be made within
our system. In our community the basic interests of these thr' groups are
not in conflict. Rather, they supplement each other.

The preparation of this annual financial report could not have been
accomplished without the dedicated effort of the entire staff of the Finance
Department. Their efforts over the past years toward upgrading the,

'

accounting and financial reporting systems of the Utilities Commission, City
of New Smyrna Beach, Florida, have led substantially to the improved quality
of the information being reported to the Utilities Commissior., the New Smyrna
Beach City Commission, and our customers whom we proudly service.

Respectfully submitted,

R. Ronald Hagen
Director of Uti ities
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December 9, 1987

To the Chairman and Membe.s
of the Utilities Commission

City of New Smyrna Beach, Florida

The Component Unit Financial Report of the Utilities Commission, City of NewSmyrna Beach, Florida, for the fiscal year ended September 30, 1987, issubritted hctswith. The preparation of this report is the rerponsibility of
the Finance Department. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation, including all
disclosures, rests witt. the Management of the Utilities Commission. We

'

believe that data, as presented, is accurate in all material aspects; that it
is presented 'r a manner designed to fairly set forth the financial position
and results sf operations of the Utilities Commission as measured by thefinancial activity of its various functions; and that all disclosures
necessa ry to enable the reader to gain the maximum understanding of the
Utilities Commission's financie'. affairs have been included.

g 7.'m Mual_ Accountinn Controls and Budtetary Control

in developing and evaluating the Uti?ities Commission's ac.ounting system,
.onsideration is given to the adequacy of internal accounting controls.
Internal accounting controls are deaigned to provide reason tble, but notabsolute, assurance regarding: (1) the safeguarding of assets against loss

,

from unauthorized use or disposition; and (2) the reliability of financial
,

for preparing financial statements and maintaining accountability forre.ords
assets. The concept of reasonable assurance ;ccognized that (1) the cost of a
control should not exceed the benefits likely to be derived; and (2) the
evaluation of costs and benefits requires estimates and judgements by
management.

All inta'.nal control evaluations occur within the above framework. We believethat the Utilities Commiso: a's in ernal accounting controls adequatelysafeguard assets and provi :casona.tr assurance of proper recording offinancial transactions.

The Utilities Commis ior are maintaine, on a full accrual
{ basis of accuunting i~a < - are recorded when earned and
t exr nditures are recors .3 ssult in liabilities for benefitsr

h received, notwithstandinr os -
. . of the revenue or the payment of

the expenditure may take p. ce, or in part, in another accountingp
period. Y ,0 atr 'an is directed cie summary of significant accounting>

viii
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To the Chcirman and Members
of the Utilities Commission

December 9, 1987
Page Two

I

!
(

policies in Note 1 to the Financial Statements which states fully the
accounting practices for the presentation of the report.

The electric, water and pollution control systems were combined into a single
i utilities enterprise fund originally by Resolution No. 16-75, passed in a
; special meeting of the Utilities Commission of the City of New Smyrna Beach,

Florida, on May 28, 1975. This was done in the spirit of making these funds
self supporting and to provide a comparable basis with other public and
privately owned utilities.

Budgetary control is maintained through the use of monthly financial reports
and the use of purchase orders.

I Ihe Reportinz Entity and Its Services

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, City of New Smyrna Beach.
7.n a referendum held October 2, 1984, the voters of the City of New Smyrna
Beach, Florida, approved amendments to the City Charter. The amendments limit
a Utilities Commissioner's term to three years instead of five with no more
than three consecutive terms, require City Commission approval for extensions;

of utility services outside the city limits, 3 ve the City Commission the1
I right to review and approve the Utilities Commission budget, and require Cityl Commission appreval before issuing or refunding revenue certificates and

entering into contracts exceeding four years.

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 Component Unit Financial Report of the Utilities
Commission is issued separately to provide a comprehensive financial reporting
sttmmary and presentation for the Utilities Commission and its bondholders.

Audited financial statements of the City of New Smyrna Beach, Florida, which
have also been awarded the Certificate of Achievement for Excellence inFinancial Reporting. are available upon request form the City of New Smyrna

,

Beach, 210 Sams Avenue, New Smyrna Beach, Florida, 32069.

The Utilitier Commission, City of New Smyrna Beach, Florida, provides a full
range of electr.;, water and pollution control serviecs to its customers bothi

! insice and outside the city limits. These activities are fully accounted for
in this financial report.

Electric. Water and Pollution [:ntrol System-Fnterprise Fund

| In compliance with Resolution No. 16-75, the electric, water and pollution
control systems are accounted for as a single enterprise fund. As >fSeptember 30, 1987, there were 17,025 accounts being actively billed for
electric s e rvic e , 8,828 being actively billed for water services, and 7,036

ix
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To ths Chairman and Msmbers
of the Utilities Commission

December 9, 1987
Page Three

accounts actively billed for pollution control services. Pre-1981 customer
tabulations contain the estimated and actual number of total accountsaccount

whether active or inactiva. .For 1981, and subsequent years, all accounts aretabulated on the basis of active operating accounts only. Service totals forthe last ten years are summarized below:

Fiscal Electric Water Sewer
XegI Accounts Accounts Accounts
1978 10,214 6,676 5,476
1979 10,455 6,842 5,694
1980 11,049 7,004 5,797
1981 11,178 7,103 5,296
1982 11,323 7,241 5,540
1983 11,640 7,460 6,026
1984 12,105 7,864 6,344I 1985 12,468 8,122 6.539
1986 12,997 8,494 6,797

i 1987 17,025 8,828 7,036

The current year's operating revenues from the combined utilities systemstotaled $22,471,934, an increase of 11.07% over last year's $20,233,013. The
increase was caused by general economic growth and from the acquisition of
approximctely 3,000 electric customers throughout the year pursuant to a
territorial acquisition proj ect where these accounts and the related
distribution facilities were purchased from Florida Power and Light Company.
The amount of revenue from various sources and the increasen over last yearare shown in the following tabulation:

Increase
Amount Percent Over 1986Operatine Revenue Source (000's) of Total (000's)Electric system $ 17,715 78.83% $ 1,972Water system 2,926 13.0? 191Pollution control system 1.831 8.15 76

TOTALS $ 22,472 100.00% $ 2,239
- -

__

The current year's operating expenses from the combined utilities system
totaled $21,293,848, an increase of 12.38% over last year's adjusted amount of$18,946,565. Increases in the levels of expenses for the individual systems
over the preceding year are shown in the following tabulation:

Increase
Amount Percent Over 1985Operatine Exnenses by Function (000's) of Total (000's)Electric system $ 16,831 79.04% $ 2,C43Water system 2,307 10.83 173Pollution control system 2.156 10.13 132__

$ 21,294 100.00% $ 2,348
-

X
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Debt Administration

The revenue certificato debt coverage is a useful indicator of the Utilities
Commission's debt position. The current year's revenue certificate coverage
is 2.03 times e.nd is summarized in the following tabulation:

Operating revenues $ 22,471,934
Interest and other income (excluding

gain on disposals of $289,962) 813,360
Connection fees 1,180,590
Assessment collections 101.891

REVENUES PER CERTIFICATE RESOLUTION 24,567,775

Cost of Operation and Maintenance (not of
depreciation and required payments to I
the City) 18.106.895

NET REVENUES PER CERTIFICATE RESOLUTION $ 6,460,880

Annual debt service requirement (not of
;accrued interest from issuance of
|Series 1986 and Series 1987 Certificates

of $67,876) $ 3,175,317

C0VERACE RATIO 2.03 Timen
- .n

A summary of revenue certificate coverage for the last ten years is detailed
below:

Fiscal Year Coverage
1978 1.48x
1979 2.18x
1980 1.94x
1981 2.46x
1982 2.14x
1983 1.79x
1984 2.37x
1985 2.16x
1986 7.17x
1987 2.03x

In Octobar 1986, the Utilities Commission issued $6.500,000 Utilities SystemRevenue Improvement Certificates, Series 1986, i'.oceeds from the 1986Certificates, not of certain issuance costs, were used to finance the
acqusition of certain electric distribution facilitier, from Florida Power and
Light Company (see Note 6 to the financial statements).

xi
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On April 1, 1987, the Utilities Commission issued $ 8,505,000 in Utilities
System Refunding Revenue Certificates, Series 1987, to provide for the advance
refundin6 of 7,315,000 outstanding Utilitics System Refunding Revenue
Certificates, Series 1985. From the proceeds of the sale of the 1987
Certificates, sufficient monies were deposited into an irrevocable escrow
account invested in United States obligations that together with the interest
earned thereon, will provide sufficient funds for the payment of maturing
principal and interest on the refunded 1985 Certificates. The outstanding
1985 Certificates consisted of $2,050,000 in 7.00% to 9.20% serial bonds
maturing in various amounts from April 1, 1988 through April 1, 1999;
$2,135,000 in 9.375% term bonds subject to mandatory redemption in part, by
lot, in various amounts from April 1, 2000, through April 1, 2005; ano
$3,130,000 in 9.50% term bonds subjeut to mandatory redemption in part, by
lot, in various amounts from April 1, 2006 through April 1, 2011. The
refunded 1985 Certificates are treated as extinguished debts (in-substance
defeasance) in accordance with generally accepted accounting principles.

As of September 30, 1987, the Utilities Commission had outstanding $38,795,000
of revenue certificates payable. These obligations are secured Ly a first
lien on and a pledge of the net revenues of the system. These revenue
certificates continue to have the same ratings which they had when they were
issued. These ratings are as follows:

Moody's Standard & Poor's

Utilities System Revenue Refunding and
Improvement Certificates, Series 1978 A BBB+

,

Utilities System Revenue Improvement
Cr.rtificates, Series 1986 A AAA (FCIC Insured)

Utilities System Refunding Revenue
Certificates, Series 1987 A AAA (AMBAC Insured)

The debt service requirements on these obligations are detailed in Note 6 to
the financial statements.

Commitments

During 1983, the Utilities Commission and several Florida cities, acting
through the Florida Municipal Power Agency (FMPA), participated in the
purchase of a portion of Florida Power and Light Company's St. Lucie Unit No.
2, a nuclear generating unit with an estimated net capability rating of 802MW. i

,

lThe Commission's participation provides for a 9.884% entitlement share of
4

FMPA's 8.806% uncivided ownership interest. Under the participation agreement, i

the Commission is obligated to provide approximately $2.97 million annually.

|

|

|

Xii |
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Cash Manatement

Cash temporarily idle durin6 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 interest' rates and maturity dates of
the Utilities Commission's investments are detailed in the Schedule Section of
the financial statements. The amount of interest earned durin6 the year was
$665,119.

!

The Utilities Commission is extremely proud of the banking service agreement .

consummated with a local bank. This agreement -was obtained by a competitive
bid procedure in which all local banks were allowed the opportunity to
participate. The service agreement obtained provides the Utilities
Commission many services free of charge and providos for the investment of
all cash balances in money market acce2nts with automatic transfers to
checking accounts to the extent of disbursements clearing the bank. The
following table summarizes the interest income and rates received from the
Utilities Commission's checking accounts as the result of the banking service
agreement for fiscal year ended September 30, 1987.

Average Interest i

Yfeld Income '

!

October 5.61% $ 31,289 |
November 5;45% 29,648 '

December 5.48% 35,329
January 5.48% 31,017
February 5.48% 28,494 iMarch 5.48% 29,638 |April 5.48% 26,948
May 5.48% 24,124
June 5.59% 25,474
July 5.57% 21,790
August 5.60% 22,309
September 5.79% 20.230

TOTAL $ 326,290

Utility Plant

The fixed assets of the Utilitins Commission are used to provide its customers
electric, water and pollution control utility services.

xiii
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The utility plant at September 30, 1987, by department is summarized below:
'

Pollution
Electric Water Control Total

Utility plant in service $ 39,102,122 $ 14,382,369 $ 17,921,301 $ 71,405,792
Less: allowance for
depreciation and
amortization 13.015.556 3.790.849 4.142.681 20.949.088

$ 26,086,566 $ 10,591,520 $ 13,778,616 $ 50,456,704
Construction work

in progress 426.454 891.707 374.085 1.692.246

NET UTILITY PLANT $ 26,513,020 $ 11,483,227 $ 14,152,703 $ 52,148,950

Prospects For Future

The Commission's power supply program is reviewed periodically by its
engineering department in cenjunction with its outside consulting engineers.
The Commission feels that since it is interconnected with a 115kV transmission
line with Florida Power and Light Company (FPL) which in turn is
interconnected vita the statewide transmission systems in Florida and Georgia,
it is able to consider varied long range power supply alternatives ranging
from its own generation to significant wholesale purchases of energy.

Last year, the Commission engaged consulting engineers to undertake a power
supply study to determine its future power requirements and alternative means
of meeting these require.nents. In a report dated May 30, 1986, the engineers
concluded that purchased power is the most economical means of providing
electric power to supplement the Commission's diesel and nuclear capacity and >

purchased power contracts through about 1992. The year 1993 was found to be
the optimal installation date for additional Commissionowned generation
facilities. The report also concluded that both FPL and Florida Power
Corporation (FPC) currently have sufficient excess generation capacity to
provide economical purchased power to the Commission through about 1992.

|

The commission has performed a detailed analysis of its projected capital
improvements needs for the next five years. As a result of this analysis, ithas been estimated that resources totaling $12.5 million will be necessary tofinance the cost of the Commission's five year capital improvements program
which includes $2.7 million in funding that is required for a proposed 1988
utilities relocation project which will be performed in conjunction with the
construction of a high rise bridge within the City. Based on recentestimates, the five year plan consists of anticipated capital improvements of
$2.3 million for the electric system, $6.2 million for the water system, $3.4
million for the pollution control system and $0.5 million for general utilityplant improvements. It is anticipated that approximately $12.0 million of
these improvements will be funded from the issuance nf revenue certificates in
1988 and later years.

xiv
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Independent Audit

Resolution Number 28-78 and other local and state statutes require an annual
audit of the books of account, financial records and transactions of all
administrative departments of the Utilities Commission by an independent
certified public accountant selected by the Utilities Commission. This
requirement has been ccmplied with and the auditors' opinion by the firmBrent Millikan & Co., P.A., Certified Public Accountants, has been includedin this rerort.

Certificato of Achievement

The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in FinancialReporting to the Utilities Commission, City of New Smyrna Beach, Florida, for
its Comprehensive Annual Financial Report for the fiscal year ended September
30, 1986. We are also quite proud of the fact that we have been awarded with
this certificate for the ninth consecutive year.

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 applicablelegal requirements,

A Certificate of Achievement is valid for a period of one year only. Webelieve our current report continues to conform to Certificate of AchievementProgram requirements, and wa are submitting it to GFOA to determine itseligibility for another certificate.
*

Acknowledgments

Tha preparation of this report on a timely basis could not be accomplished
without the efficient and dedicated services of the entire staff of the
/inance Department. We would like to express our appreciation to all members
of the Utilities Commission's staff who assisted and contribute to itspreparation. We would also like to thank the members of thu Utilities
Commission for their interest and support in planning and conducting the
financial operations of the Utilities Commission in a most responsible andprogressive manner.

Respectfully-auhmDted,

f\%
/Valois agan, CPA, Controller

.

)

.



_ __ ____-_ _ -

i
,.

l

|
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|
I This section is composed of the following four parts:

AUDITORS' REPORT

BASIC GENERAL PURPOSE FINANCIAL STATEMENTS

SUPPLEMENTAL COMBINING DETAIL OF THE ELECTRIC,
WATER AND POLLUTION CONTROL SYSTEMS

SUPPLEMENTAL SCHEDULES
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Utilities Commission
l' City of New Smyrna Beach, Florida

New Smyrna Beach, Florida

AUDITORS' REPORT

We have examined the balance sheets of the Utilities Commission, City of New
Smyrna Beach, Florida as of September 30, 1987 and 1986, and the related
statements of revenuec, expenses and changes in retained earnings, and changes
in financial position for the years then ended appearing on pages 2 through
25. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in thecircumstances.

In our opinion, the financial statements referred to above present fairly the
financial position of the Utilities Commission, City of New Smyrna Beach, asof September 30, 1987, and 1986, and the results of its operations and the
changes in financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent tasis.

Our examinations were made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The supplemental combining exhibits ofindividual utility systems, schedules, tables and supplemental five-year
information listed on pages 11 and 111 of the table of contents are presented
for purposes of additional analysis and are not a required part of the basic
financial statements of the Utilities Commission, City of New Smyrna Beach,
Florida. The information has been subjected to the auditing procedures applied
in the examination of the huic financi-1 stat a nts and, in tur opinion, !sfairly stated in all material respects in relation to the nasic financial

| statements taken as a whole. |

lIn connection with our examination, nothing came to our attention that caused '

us to believe that the Utilities Commission, City of New Smyrna Beach,
i Florida, was not in compliance with any of the terms, covensnts, provisions,
i or conditions of sectio'n 16 of Resolution No. 28-78 dated June 30, 1978.However, it should be noted that our examination was not directed primarily

toward obtaining knowledge of such noncompliance.

New Smyrna Beach, Florida Y
December 9, 1987
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BASIC GENERAL PURPOSE FINANCIAL STATEMENTS
(Combined Statements - Overview)

These basic financial statements provide a summary overview
of the financial position as well as the operating results of
the Utilities Commission. They also serve as an introduction
to the more detailed statements and schedules that follow,
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UTILITIES COMMISSION Statement 1.
CITY OF NEW SMYRNA BEACH, FLORIDA

COMPARATI' %. BALANCE SHEETS
September 30, 1987 and 1986

1987 1986

UTILITY PLANT:
In Service:

Electric system $39,102,122 $29,764,983
Water system 14,382,369 13,726,595
Pollution Control system 17.921.301 17.516.011

71,405,792 61,007,589
Less: Allowance for depreciation and amortization 20.949.088 19.164.023

'50,456,704 41,843,566
Construction work in progress 1.692.246 2.646.613

UTILITY PLANT-NET 52.148.950 - 44.490.179

RESTRICTED ASSETS:
Debt Service. funds 4,974,756 4,282,877
Renewal and Replacement funds:

Renewal and Replacement fund 1,735,570 2,991,558
Water and Pollution Control Connection Fee fund 1,851,205 1,848,519Customer's deposits 887,456 764,268

CR-3 Decommissioning fund 153.603 109.733

TOTAL RESTRICTED ASSETS 9.602.590 __,9.996.955

CURRENT ASSETS:
Cash 653,260 1,139,127Accrued interest receivable 47,334 47,413
Accountr receivable (net of allowance of $57,401

and $70,898 for doubtful accounts) 1,209,442 918,271Unbilled accounts receivable 1,969,057 1,360,322Due from other governments 48,893 74,275Inventories 1,297,140 1,272,477Prepaid expenses and other assets 150,701 109,563
Assessments receivable 102.639 114.355

TOTAL CURRENT ASSETS 5.478.466 5.035.803

DEFERRED CHARCES AND OTHER ASSETS:
Unamortized debt expense 631,730 546,456Deferred charges and other assets 25,756 25,103
Assessments receivable - noncurrent 217.541 308.597

TOTAL DEFERRED CHARCES AND OTHER ASSETS
_ 875.027 880.156

TOTAL ASSETS $68,105,033 $60,403,093

The accompanying notes are an integral part of the finsncial statements.

2
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LIABILITIES AND UTILITY EQUITY 1987 1986

UTILITY EOUITY:
Contributed capital. $16,878,706 $15,607,920
Retained Earnings:

Reserved for net rectricted assets 6,250,672 7,155,961
Unreserved 1.477.076 2.394.966

7.727.746 9.550.927
,

TOTAL UTILITY EQUITY 24.606.454 25.158.841

LONG-TERM DEBT
Revenue certificates payable (net of

current portion) 37,855,000 30,890,000
Less: Unamortized debt discount 793.350 711.500

TOTAL LONG-TERM DEBT 37.061.650 30.178.500

DEFERRED CREDITS AND OPERATING RESERVES:
Deferred compensated absences 329,214 299,404
Reserve for nuclear re-fueling and4

maintenance outage 106,864 63,007
Reserve for nuclear plant decommissioning costs 153.603 109.733

TOTAL DEFERRED CREDITS AND OPERATING RESERVES 589.681 472.144

CURRENT LIABILITIES (Pavable from restricted assets): |
Accounts payable 296,238 283,548
Customers' deposits 785,872 650,526
Revenue certificates payable (current portion) 940,000 730,000
Accrued interest payable 1.329.808 1.176.920

3.351.918 2.840.994

CUEBENT LIABILITIES (Pavable from current assets):
Accounts payable 1,481,512 1,034,491
Accrued liabilities 689,301 556,684
Due to other governments 324.517 161.433

2.495.330 1.752.608
,

TOTAL CURRENT LIABILITIES 5.847.248 4.593.602

TOTAL LIABILITIES 43.498,579 35.244.246
,

TOTAL LIABILITIES AND UTILITY EQUITY $68,105,033 $60,403,093
| -

.
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UTILITIES COMMISSION Statement 2
CITY OF NEW SMYRNA BEACH, FIDRIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS
For the Fiscal Years Ended September 30, 1987 and 1986 ~

1987 1986

-OPERATING REVENUES:
Sales $22,234,268 $20,084,838

| Other revenues 237.666 148.175

. TOTAL OPERATING REVENUES 22.471.934 20.233.013

OPERATING EXPENSES:
Production expenses 11,962,054 10,631,343
Transmission,- distribution and sewage collection 2,430,767 2,044,229
Customer accounting 614,138 565,057
Administrative and general 2,856,752 2,581,264
Required payments to the City of New Smyrna Beach 1,301,571 1,209,499
State utilities tax 243,184 241,059
Depreciation 1.885.382 1.674.114

TOTAL OPERATING EXPENSES 21.293.841 18.946.565

OPERATING INCOME 1.178.086 1.286'.448

ADD: NONOPERATING REVENUE:
Interest earnings 665,119 818,337Other income 148,241 151,326Gain on disposal of fixed assets 289.962 1.630

TOTAL NONOPERATING REVENUE 1.103.322' 971.293

TOTAL INCOME 2.281.408 2.257.741

LESS: NONOPERATING EXPENSES:
Interest and debt expense 2,583,191 2,421,468 !

( Other expenses 101,482 23,423 ;Loss on disposal of fixed assets 34.369 59.961___

TOTAL NONOPERATING EXPENSES 2.719.042 __2.504.852

NET (LOSS) BEFORE EXTRAORDINARY ITEM (437,634) (247,111)

EXTRAORDINARY ITEM:
Loss from defeasance of debt 1.385.545 -

'
NET (LOSS)

l (1,823,179) (247,111)

RETAINED EARNINGS - BEGINNING OF YEAR 9.550.927 9.798.038

RETAINED EARNINGS - END OF YEAR $ 7,727,748 $ 9,550,927

The accompanying notes are an integral part of the financial statements.
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UTILITIES COMMISSION Statement 3
CITY OF NEW SMYRNA BEACH, F14RIDA

STATEMENT OF CllANCES IN FINANCIAL POSITION
j For the Fiscal Years Ended September 30, 1987 and 1986

i

| 1987 1986
__

SOURCES OF WORKING CAPITAL:
From operations: *

Net (loss) before extraordinary item $ (437,634) $ (247,111)
Items not requiring working capital: |
Depreciation and amortization 2,134,005. 1,780,344 t

(Gain) loss on disposal of utility plant-not (255,593) 58,331
Increase (Decrease) in unfunded nuclear

re-fuel and outage reserve 43,857 48,074
Increase in deferred compensated absences 29.810 41.453

TOTAL FROM OPERATIONS BEFORE EXTRAORDINARY ITEM 1,514,445 1,681,091

Extraordinary loss from defeasance of debt 1.385.541 -

TOTAL FROM OPERATIONS AND EXTRAORDINARY ITEM 128,900 1,681,091 !

Contributions in aid of construction 1,270,786 1,027,004
Decrease in restricted assets 394,365 510,884 ,

Increase in other liabilities payable from
restricted assets $10,924 229,671

Decrease in other assets (net) 90,403 169,592 l

Increase in reserve nuclear plant
decommissioning costs 43,870 41,560

Proceeds from sale of utility plant 333,985 4,693
Proceeds from sale of utilities system
revenue certificates, Series 1986 (not
of discount of $176,570 6,323,430 -

Proceeds from sale of utilities system refunding
revenue certificates, Series 1987 (not of
carrying value of refunded debt of $6,904,011 |

and discount of $194,488) 1.456.633 -

TOTAL SOURCES OF WORKING CAPITAL 10.553.296 3.664.495

USES OF WORKING CAPITAL:
Additions to utility plant 9,173,409 2,896,711
Reduction of long term debt 725,000 525,000
Expenses from sale of:

Series 1986 revenue certificates 209,900 -

Series 1987 refunding revenue certificates 145.046 -

I
TOTAL USES OF WORKING CAPITAL 10.853.355 3.421.711

NET INCREASE (DECREASE) IN WORKING CAPITAL $ (300,059) $ 242,784
.-

The accompanying notes are aa integral part of the financial statements.
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UTILITIES COMMISSION Statement 3
CITY OF NEW SMYRNA BEACH, FLORIDA
STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Fiscal Years Ended September 30, 1987 and 1986

1987 1986

Increase Increase
(Decrease) (Decrease)

ELEMENT $ OF NET INCREASE (DECREASE) IN WORKING CAPITAL
EXCLUSIVE OF RESTRICTED ASSETS AND LIABILITIES:

Cash
$ (485,867) $ 162,863

Accrued interest receivable (79) (16,317)
Accounts receivable (net) 291,171 (88,643)
Unbilled accounts receivable 608,735 (96,074)Due from other governments (25,382) (87,399)Inventories 24,663 230,741Prepaid expenses 41,138 (6,546)
Assessments receivable (current) (11,716) (23,955)
Accounts payable (447,021) 118,498
Accrued liabilities (132,617) (76,207)
Due to other governments (163.084) 125.823

NET INCREASE (DECREASE) IN WORKING CAPITAL $ (300,059) $ 242,784

|

The accompanying notes are an integral part of the financial statements.
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UTILITIES COMMISSION
CITY OF NEW SHYRNA BEACH, FLORIDA

NOTES TO THE FINANCIAL STATEMENTS
September 30, 1987 and 1986 Page 1 of 19

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policios of the Utilities Commission, City of New Smyrna
| Beach, (The "Utilities Commission") conform to the generally accepted'

accounting principles as promulgated by the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board, the
Governmental Accounting Standards Board, and the Federal Energy Regulatory
Commission. The following is a summary of the significant policies:

A. ORGANIZATION

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 Smyrna Beach, Florida, to
create the Utilities Commission. In a referendum held October 2, 1984,
the voters of the City of New Smyrna Beach, Florida, approved amendments
to the City Charter. The amendments limit a Utilities Commissioner's
term to three years instead of five with no more than three consecutive
terms, require City Commission approval for extensions of utility
services outside the city limits, give the City Commission the right to
review and approve the Utilities Commission budget, and require City
Commission approval before issuing or refunding revenue certificates and
entering into contracts exceeding four years.

B. REPORTING ENTITY

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 ar. integral
part of the City's reporting entity. The Lasic financial statements

incorporated in the City's Comprehensive Annual Financial Report asare
an enterprise fund activity.

In 1983, the Utilities Commission entered into a participation agreement
with Florida Municipal Power Agency (FMPA) for an entitlement sbara 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 arcangement 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
uncivided ownership interest in St. Lucie Unit No. 2 are accounting for i

the agreement as a joint venture. Accordingly, the Utilities Commission
|is not accounting for the agreement as a joint venture.

7
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' UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Sectember 30. 1987 and 19P6 Page 2 of 19

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenses are recognized
in the accounts and reported in the financial atatements. It relates to
the timing of the measurements made, regardless of the measurement focus
applied. The Utilities Commission utilizes the accrual _ basis of
accounting. By utilizing this method, revenues are recognized when they
are earned, and expenses are recognized as they are incurred. Unbilled
utility service receivables are recorded at year end so as to provide a
better matching of service revenues and the costs of providing the
service.

D. BUDGET AND BUDGETARY ACCOUNTING

An annual budget was adopted for the electric, water and pollution
control utility systems. The budget was prepared on the accrual basis
for the period beginning October 1, and ending September 30. By use of
the accrual method of budgeting, revenues and expenses are budgeted for
specific periods of time and are recorded as incurred, along with
acquired assets. without regard to the date of receipts, or payment of
cash. Budget appropriations are prepared by the administrative staff
and authorized by the Utilities Commission. Budgetary control is
exercised at the departmental level. Budget amendments, if any, can be
requested by the Director of Utilities. However, all budget amendments
must be approved by the Utilities Commission. Unexpended appropriations
for operations lapse at year end. During the recent fiscal year, the
Utilities Commission made amendments to the approved budget in the form
of supplemental appropriations totaling $1,120,148 which were directly
related to an electric territorial acquisition project.

E. CASH

The Utilities Commission invests all cash balances in money market
accounts. Invested cash is automatically transferred to checking
accounts to the extent of disbursements clearing the bank. The
investments are classified for reporting purposes as cash rather than
investments. Earnings from these investments are appropriately allocated

the investing fund accounts based upon the investment equity and areto

used, where applicable, to finance general utilities commission
operations.

F. 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.

8



UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Sentember 30. 1987 and 1986 Pace 3 of 19

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. RECEIVABLES

Allowance for uncollectible accounts
Accounts receivable have been reported net of the allowance for
uncollectible accounts which has been provided based upon management's
analysis of historical trende.

Estimated unbilled revenue
Utility Operating sales are recognized on the basis of cycle billings
rendered monthly. Unbilled accounts receivable are accrued at September
30 to recognize the sales revenues carned between the last meter
reading date made through the end of the fiscal year.

H. 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, water
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.

I. UNAMORTIZED DEBT DISCOUNT AND ISSUE COSTS

Bond discounts and issuance costs are deferred and amortized over the
term of the bonds using the bond outstanding method which approximates
the interest method. Unamortized bond discounts are presented in
aggregate in the financial statements as a reduction of the carrying
cost of the related long-term debt. Unamortized debt issuance costs
are presented as other assets.

J. RESTRICTED ASSETS

Proceeds from debt, funds required to be set aside for the payment of
enterprise fund rever.ue bonds debt service and contingencies, and other
specific enterprise fund assets set aside for restricted purposes which
cannot be used for routine operations are classified as restricted
assets since their exclusive use is limited by applicable bond covenants
and other legal indentures.

K. UTILITY PLANT

Utility plant is stated at historical or estimated historical cost. The
costs of additions, replacements, and renewals of units of property are
added to utility plant. The cost (estimated, if not known) of units of
property retired, less net salvage, is charged to accumulated
depreciation and the appropriate asset account. Donated utility plant
is stated at its estimated fair market value on the date donated.

9
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UTILITIES COMMISSION.
CITY OF NEW SMYRNA BEACH, FLDRIDA
NOTES TO THE FINANCIAL STATEMENTS
Scotember 30. 1987 and 1986 Pace 4 of 19

1. SUMMARY OF SIGNIFICANT ACQ0UNTING POLICIES (Continued)

K. UTILITY PLANT (Continued)

Maintenance and repairs of property and replacennnes - and renewals of
items determined to be less than units of property, are charged to
operating expenses-maintenance. Construction period - interest is
cap'italized in accordance with the applicable provisions of Financial.
Accounting Standard Number 62 and, therefore, depreciated over the
remaining useful life of the related asset.

Deprecietion is provided for by utilization of the straight line method
(half-year convention in year of acquisition) calculated on a service-
life basis to amortize the cast of the assets over their economic
estimated useful lives which are as follows:

Electric System:
Production plant:
Nuclear production 27 years
Diesel production 20 - 40 years '

Transmission plant 30 - 55 years
Distribution plant 28 - 45 years
General plant:
Structures and improvements 40 years ,

Other general plant 5 - 20 years
Water System

Source of supply plant 25 - 50 years
Pumping plant 35 years
Water treatment plant 40 --50 years ;

Transmission and distribution plant 25 - 50 years '

General plant:
Structures and improvements 35 years
Other general plant 10 - 35 years

Pollution Control System:

Collection plant 35 - 50 years i

Pumping plant: '

Structures and improvements 50 years
Pumping equipment 25 years

Treatment and disposal plant 25 - 40 years
General plant 10 - 50 years

Common Plant:
Structures and improvements 35 years
Other general plant 5 - 15 years

L. ACCRUED PAYROLL AND ACCUMULATED DiPAID VACATION AND SICK PAY

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 vacation leave

~ the rate of 80 hours per year for one through five years of serviceat

and 80 hours plus eight hours for each two years service over the firJt
five years to a maximum of 160 hours per year. All outstanding vacation
leave is payable upon termination.

10
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UTILITIES COMMISSION
CITY OF'NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS i

September 30. 1987 and 1986 Pace 5 of 19

1. . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) I

L. ACCRUED PAYROLL AND ACCUMULATED UNPAID VACATION AND SICK PAY (Continued) {

Employees accumulate ten hours (eight hours prior to July 1, 1986) of
sick leave credit for each month on regular pay status. Generally, i

employees make an irrevocable election regarding the accumulation of
|credits and the amounts of credits which can be received upon

termination. One option provides for the payment of all unused sick
leave at 75% of the existing pay rate at termination. The second option
requires the "banking" of at least 240 accumulated hours. Hours
accumulated in excess of 240 hours will be paid annually at 75% of the
preceding July 1st pay rate.~

M. CONTRIBUTIONS

Contributions of capital to a proprietary fund from any source received
are recorded in an appropriately captioned contributed capital account.

N. RESERVES

Funded reserves are used to record a portion of retained earnings which
must be segregated for some future use and which are, therefore, not
available for further appropriation or expenditure.

.

The reserve for nuclear re fueling and maintenance outage is an F.E.R.C.
,

operating reserve established to account for the estimated charges to be j
incurred for the removal and installation of nuclear fuel assemblies. 1

Charges are made against the reserve at the time the actual re fueling i
takes place. The reserve for nuclear plant decommissioning costs was '

established to secount for the estimated costs of nuclear plant
decommissioning. Charges against the reserve will be made at the actual>

time of decommissioning.

O. RATES. REVENUES AND FUEL EXPENSES.

Revenues are recognized based on monthly cycle billings to customers.
The rate schedules are approved by the Utilities Commission. 'Ihe
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 increases and/or
decreases in the cost of enerc,y is recovered over a four month period I

,

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,

i to the quantity of heat expected to be produced over the life of the
; nuclear fuel core.i

!
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UTILITIES COMMISSION
CITY OF NEW SKYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Seotember 30. 1987 and 1986 Pa ce 6 o f 19

2. FIXED ASSETS

A summary of utility plant at September 30, 1987 and_1986, is as follows: >

'

September 30,
Pollution 1987

Electric Water Control Total
__

,

Land and land rights $ 1,234,156 $ 99,830 $ 119,465 $ 1,453,451
Structures and improvements 2,738,164 2,497,081 4,339,373- 9,574,618
Production plant, nuclear

fuel and treatment plant 9,142,008 3,988,838 4,207,782 17,338,628
Transmission, distribution

and collection plant 23,940,307 6,907,162 8,403,604 39,251,073
Other general plant and

equipment 2.047.487 889.458 _ 851.077 3.788.022
39,102,122 14,382,369 17,921,301 71,405,792

Less: Accumulated
depreciation 13.015.556 3.790.849 4.142.683 20.949.088

~

26,086,566 10,591,520 13,778,618 50,456,704
Construction work in

progress 426.454 891.707 374.085- 1.692.246

UTILITY PLANT-NET $26,513,020 $11,483,227 $14,152,703 $52,148,950
.

September 30,
Pollution 1986

Electric Water ContrJ2.l_ Total

Land and land rights $ 1,234,156 $ 99,830 $ 4,913 $ 1,338,899
Structures and improvements 1,954,320 2,468,094 4,324,080 8,746,494
Production plant, nuclear

fuel and treatment plant 9,060,563 3,5d0,602 4,218,769 17,259,934
-

Transmission, distribution

and collection plant 16,146,582 6,310,322 8,355,163 30,812,067
,other general plant and

'

equipment 1.369.362 867.747 613.086 2.850.195' |29,764,983 13,726,595 17,516,011 61,007,589 lLoss: Accumulated '

depreciation 1?.091.518 3.471.963 3.600.542 19.164.023
17,673,465 10,254,632 13,915,469 41,843,566 |

Construction work in I

4 progress 1.814.186 726.753 105 674 2.646.613 I

I '1
UTILITY PLANT NET $19,487,651 $10,981,385 $14,021,143 $44,490,179 '

During the years ended September 30, 1987 and 1986, construction period
interest totaling $86,013 and $10,486, respectively, was capitalized based i

; on average accumulated construction expenditures. !

L I
L
'
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL SfATEMENTS
September 30, 1987 and 1986 Pane 7 of 19

3. RESTRICTED ASSETS

Restricted assets consist of the following:

September 30, 1987

Accrued September 30,
Interest 1986

Cash Investmenq Eepeivable Total Total
Debt Service Funds :

1978 Sinking Fund $ $1,041,514 $ 4,882 $1,046,396 $1,047,711-

1978 Reserve Fund 2,049,032 43,744 2,092,776 2,114,090-

1985 Sinking Fund 339,650- - - -

1985 Reserve Fund - - - - 781,426
1986 Sinking Fund - 226,869 1,063 227,932 -

1986 Reserve Fund 564,836 12 564,848- -

1987 Sinking Fund 276,919 2,857 279,776 --

1987 Reserve Fund 740.223 22.805 763.028- -

4.899.393 75.363 4.974.756 4.282.877-

Renewal and Replacement
Funds:

1978 Certificates 1,731,415 4,155 1,735,570 2,991,558-

Water and Pollution
Centrol Connection
Fee Fund 1.851.205 - - 1.851.205 1.848.519

3.582.620 4.155 3.586.775 4.840.077-

Customer deposits 887.456 - - 887.456 764.7.68

CR-3 decommissioning
Fund 153.603 - - 153.603 109.733

$4,623,679 $4,899,393 $ 79,518 $9,602,590 $9,996,955

4. CASH DEPOSITS AND INVESTMENTS

Pursuant to the applicable provisions of Chapter 280, F.S., the State of
Florida, Department of Insurance, Bureau of Collateral Securities, and the
Department of Treasury have established specific requirements relative to
security and collateralization for public deposits. Accordingly, banks
qualifyin3 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 public deposits in excess of any applicable
depository insurance is required to be pledged or deposited with the State
Treasurer to secure such deposits. Securities eligible to be pledged as
collateral are generally limited to obligations of the United States
government and any state thereof. Compliance with the provisions of Chapter ;280, F.3., is monitored by the Department of Insurance. !

|
,
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UTILITIES COMMISSION-
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
September 30. 1987 and-1986 Page 8 of 19

~

4. -CASH DEPOSITS AND INVESTMENTS (Continued)

Cash and time deposits owned by the Utilities Commission at September 30,.
1987 totalled $5,281,095. This balance is insured and collateralized as
follows:

'
Carrying

. $41aDCC

Bank
Amount

Petty cash and change funds $. 7,950 $. ;7,950
Insured'by Federal Depository Insurance Corporation 200,000 200,000-
Collateralized in accordance with Ch. 280, F.S. 5.073.145 5.168.690

$5,281,095 $5,376,640
..

Investments held by the Utilities Commission are primarily comprised of
funds which are restricted for the payment of subsequent years' debt service
expenditures. All investments (with the exception of the' U.S. Treasury
Fund) -are registered in the name of the. Utilities Commission, but are held
in trust by Florida National Bank, Jacksonville, Florida. As of September
30, 1987, the investments stated at amor ized cost, plus accrued interest-
and their respective market values are as tw lows:

Amortized Market
Cost __Value

Investments in:
U. S. Treasury Fund (Collateralized in

accordance with Ch. 280, F.S.) $2,097,430 $2,097,430
U. S. Treasury notes 1,401,891 1,408,310
U. S. Treasury SLGS/ bonds 682,387 682,387
U. S. Treasury SLCS/ notes 793.048- 793.048

L

$4,974,756 $4,981,175
..

5. ACCOUNTS RECEIVABLE

A summary of net accounts receivable at September 30, 1987 and 1986, is as
follows:

1987 1986
Billed customer accounts receivable $1,263,579 $ 985,646
Customer notes receivable -2 64 3.523

i 1,263,843 989,169
Less: allowance for doubtful accounts 54.401 '70.898

$1,209,442 $ 918,271
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACll, FLORIDA
NOTES TO Tile FINANCIAL STATEMENTS
Scotember 30. 1987 and 1986 Pace 9 of 19

6. LDNG-TERM DEBT

A. Revenue certificates outstanding at September 30, are as follows:

1987 1986
Utilities System Revenue Refunding and

Improvement Certificates, Series 1978--5.35%
to 7.125% due serially to 1993, with
$9,075,000 and $11,335,000 term certificates
due in 2003 and 2010, respectively $23,790,000 $24,205,000

Utilities System Refunding Revenue Certificates,
Series 1985 5.75% to 9.50% due serially to
1999, with $2,135,000 and $3,130,000 term
certificates due in 2005 and 2011,
respectively 7,415,000-

Utilities System Revenue Improvement
Certificates, Series 1986--5.00% to 7.25%
due serially to 2001, with $4,670,000 term
bonds due in 2015 6,500,000 -

Utilities System Refunding Revenue Certificates,
Series 1987--4.25% to 7.10% due serially to
2001, with $2,790,000 and $2,080,000 term
bonds due in 2007 and 2011, respectively 8.505.000 -

38,795,000 31,620,000
Less: unamortized debt discount 793.350_ 711.500

$38,001,650 $30,908,500
|

The authorization for the outstanding 1978 Certificates and all subsequent
issues 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 conditions provided in the authorizing resolution.

The 1978 Certificates are payable from and secured by a first lien upon and
pledge of the net revenues derived from the operation of the system. The
payment of the principal of and interest on the 1982, 1985, 1986, and 1987
Certificates referred to herein are secured ratably by a first lien on and a
pledge of the net revenues of the system on a parity with the outstanding
1978 Certificates. These 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 the long-term debt agreements, the Utilities Commission
has agreed to maintain certain restricted funds (see Note 3) and to comply
with the covenants contained in such agreements. Certain of these agreements
contain the following provision relating to the right of the obligation
holder:

15
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
September 30. 1987 and 1986 Pace 10 of 19

6. LONG-TERM DEBT (Continued)

"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."

B. The current maturities of long-term debt at September 30, were as
follows: I

1987 1986
Series 1978 Certificates $ 665,000 $ 630,000
Series 1985 Certificates - 100,000
Series 1986 Certificates 90,000 -

Series 1987 Certificates 185.000 -

$ 940,000 $ 730,000
_ _ _

C. The schedules of debt service to maturity on the outstanding revenue
certificates at September 30, are as follows:

1978 Certificates

Payment Coupon Total
Date Principal Rate Interest Reauirei.:agts '

|10-1-87 $ 215,000 5.900% $ 826,513 $ 1,041,513 !04-1-88 220,000 6.000 820,171 1,040,171
10 1-88 230,000 6.000 813,571 1,043,571
04-1-89 235,000 6.100 806,671 1,041,671
10-1 89 245,000 6.100 799,503 1,044,503
04-1-90 250,000 6.200 792,031 1,042,031
10-1 90 260,000 6.200 784,281 1,044,281
04-1-91 265,000 6.300 776,221 1,041,221
10-1-91 275,000 6.300 767,873 1,042,873
04-1-92 285,000 6.350 759,211 1,044,211
10 1-92 290,000 6.350 750,162 1,040,162
04-1-93 300,000 6.400 740,954 1,040,954
10-1-93 310,000 6.400 731,354 1,041,354
04-1-94 320,000 7.000 721,434 1,041,434
10-1-94 330,000 7.000 710,234 1,040,234

16
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UTILITIES COMMISSION -
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Seotember 30. 1987 and 1986 *

Pace 11 of 19

6. LONG-TERM DEBT (Continued)

Payment Coupon Total
Date Principal Rate Interest Brouirements,

| 04 1-95 $ 345,000 7.000% $ 698,684 $ 1,043,684
| 10-1-95 355,000 7.000 686,609 1,041,609

04-1-96 370,000 7.000 674,184 1,044,184-
10-1-96 380,000 7.000 661,234 1,041,234
04 1-97 395,000 7.000 647,934 1,042,934
10-1-97 410,000 7.000 634,109 1,044,109
04-1-98 425,030 7.000 619,759 1,044,759
10-1-98 435,0u0 7.000 604,884 1,039,884
04-1-99 455,000 7.000 589,659 1,044,659
10 1-99 470,000 7.000 573,734 1,043,734
04-1 00 485,000 7.000 557,284 1,042,284
10-1-00 500,000 7.000 540,309 1,040,309
04-1-01 520,000 7.000 522,809 1,042,809
10-1-01 540,000 7.000 504,609 1,044,609
04-1 02 555,000 7.000 485,709 1,040,709
10 1-02 575,000 7.000 466,285 1,041,285
04-1-03 595,000 7.000 446,160 1,041,160
10-1-03 615,000 7.000 425,335 1,040,335 e04 1-04 640,000 7.125 403,810 1,043,810
10-1-04 660,000 7.125 381,010 1,041,010
04-1-05 685,000 7.125 357,497 1,042,497
10-1-05 710,000 7.125 333,094 1,043,094
04-1-06 735,000 7.125 307,800 1,042,800
10-1-06 760,000 7.125 281,616 1,041,61C
04-1 07 790,000 7.125 254,541 1,044,541
10-1-07 815,000 7.125 226,397 1,041,39704 1-08 845,000 7.125 197,363 1,042,363
10-1 08 875,000 7.125 167,259 1,042,259
04 1-09 905,000 7.125 136,088 1,041,08810 1-09 940,000 7.125 103,847 1,043,84704-1-10 970,000 7.125 70,359 1,040,35910 1-10 1.005.000 7.125 35.803 1.040.803

$23,790,000 $25,195,958 $48,985,958

1986 Certificates

| Payment Coupon Total
pate . Princioal Rate Interest Reouirements

04-1 88 $ 226,868 $ 226,868
10-1-88 $ 90,000 5.00% 226,867 316,867
04-1 89 224,618 224,618,

| 10-1-89 95,000 5.20 224,617 319,617
| 04-1-90 222,148 222,148

10-1-90 95,000 5.40 222,147 317,14704-1-91 219,583 219,583
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UTILITIES COMMISSION.
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Seotember 30. 1987 and 1986 Parc 12 of 19

6. LONG-TERM DEBT (Continued)
Payment Coupon Total,

Date Principal Rate Interest Reauirements
10 1 91 $ 105,000 5.60% $ 219,582 $ 324,582
04 1-92

.

216,643 216,643
10 1 92 110,000 5.80 216,642 326,642
04 1-93 213,453 213,453
10-1-93 115,000 6.00 213,452 328,452

|04-1-94 210,003 210,003
10-1-94 120,000 6.20 210,002 330,002
04 1 95 206,283 206,283
10-1-95 130,000 6.40 206,282 336,282
04 1-96 202,123 202,123 j
10-1-96 135,000 6.50 202,122 337,122 1

04-1-97 '197,735 197,735
10 1-97 145,000 6.60 197,735 342,735
04-1 98 192,950 192,950
10-1-38 155,000 6.70 192,950 347,950
04-1-99 187,758 187,758
10 1-99 165,000 6.80 187,757 352,757
04-1-00 182,148 182,148
10-1 00 180,000 6.90 182,147 362,147
04-1-01 175,938 175,938
10 1-01 190,000 7.00 175,937 365,937
04-1-02 169,288 169,288
10 1-02 205,000 7.25 169,287 374,287
04-1 03 161,857 161,857
10 1 03 220,000 7.25 161,856 381,856
04-1-04 153,881 153,881
10-1-04 235,000 7.25 153,881 388,881
04-1 05 145,363 145,363
10 1-05 250,000 7.25 145,362 395,362
04 1 06 136,300 136,300
10 1-06 270,000 7.25 136,300 406,300
04 1-07 126,513 126,513
10-1-07 290,000 7.25 126,512 416,512
04-1-08 116,000 116,000
10 1-08 310,000 7.25 116,000 426,000
04 1-09 104,763 104,763

.

10 1-09 330,000 7.25 104,762 434,762 I
04-1 10 92,800 92,800
10-1-10 355,000 7.25 92,800 447,800 1

04-1-11 79,931 79,931 )10 1-11 380,000 7.25 79,931 459,931 ;

04 1-12 66,156 66,156 |10-1-12 410,000 7.25 66,156 476,156 |

04-1-13 51,294 51,294 )10 1-13 440,000 7.25 51,294 491,29', '

04-1-14 35,344 35,344 !
10 1-14 470,000 7.25 35,344 505,344
04-1-15 18,306 18,306
10 1 15 505.000 7.25 18.306 523.306

$6,500,000 $8,672,077 $15,172,077
_.
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!

6. LONG-TERM DEBT (Continued)
'

1987 Certificates' '

I Payment Coupon Total
Date Princloal' Rate Interest Reouirements

04 1 88 $ 185,000 4.25% $ 276,919 $ 461,919
10-1-88 272,988 -272,988-
04-1 89 190,000 4.50 272,987 462,987

* 10-1-89 268,713 268,713~
04-1-90 200,000 4.75 268,712 468,712 :
10 1-90 263,963 263,963
04-1-91 210,000 5.00 263,962 473,962-
10-1-91 258,713 258,713
04-1 92 220,000 5.20 258,712 478,712
10-1-92 252,993 252,993 j
04-1 93 230,000 5.40 252,992 482,992 '

10 1-93 246,783 246,783
04-1 94 245,000 5.60 246,782 491,782
10 1-94 239,923 239,923
04-1-95 255,000 5.80 239,922 494,922 i

10 1-95 232,528 232,528
04 1-96 270,000 6.00 232,527 502,527
10 1-96 -224,428 224,428
04-1-97 285,000 6.20 224,427 509,427
10-1-97 215,593 215,593,

04-1 98 305,000 6.40 215,592 520,592
.

10 1 98 205,833 205,833 |'

04-1-99 325,000 6.50 205,832 530,832
,

10 1 99 195,270 195,270 |
04-1-00 345,000 6.60 195,270 540,270 |

4

'

10-1-00 183,885 183,885
04-1-01 370,000 6.70 183,885 553,885
10-1 01 171,490 171,490 1

04-1 02 390,000 7.00 171,490 561,490
10 1-02 157,840 157,840
04 1-03 420,000 7.00 157,840 577,840

!10-1 03 143,140 143,140
04-1-04 445,000 7.00 143,140 588,140 |

10-1 04 127,565 127,565
04 1 05 480,000 7.00 127,565 607,565

; 10-1-05 110,765 110,765
; 04-1 06 510,000 7.00 110,765 620,765 '

10-1-06 92,915 92,915
',

04-1-07 545,000 7.00 92,915 637,915
10 1-07 73,840 73,840
04-1-08 585,000 7.10 73,840 658,840

] 10-1-08 53,073 53,073
i 04-1 09 630,000 7.10 53,072 683,072 |
| 10-1-09 30,708 30,708
) 04 1-10 670,000 7.10 30,707 700,707
' 10 1-10 6,923 6,923 ;
; 04 1-11 195.000 7.10 6.922 201.922 '

$8,505,000 $8,336,649 $16,841,649 '

.
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACll, FLORIDA
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6. LONG-TERM DEBT (Continued)

D. The aggregato annual debt service requirements for the cortificates in
each of the next five years are as follows:

1988 $ 3,362,384
1989 3,362,109
1990 3,358,282
1991 3,360,934
1992 3,359,363

E. Advance Refunding of 1985 Cortificates

On April 23, 1987, The Utilities Commission issued $8,505,000 in Utilitics
System Refunding Revenue Cortificatos. Series 1987 with an averago coupon
rate of 6.84% to advance refund $7,3ta,000 of outstanding Utilities System
Refunding Revenuo Cortificates, Series 1985, with an average coupon rate of
9.33%. The not proceeds of $8,210,223 (after payment of $294,777 in
underwriting fees, insurance, and other issuance costs) plus an additional
$824,049 of Series 1985 Cortificates sinking fund monics woro used to
purchase U.S. government securities. Those securities were deposited into
an irrevocable escrow account with an escrow agent to provide for all futuro
debt service payments on the Series 1985 Certificates. As a result, the
Series 1985 Certificates are considered to be defcased and tho * hility for
thoso certificates has been removed from the accounting records.

Although the advance refunding resulted in the recognition of an accounting
loss of $1,385,545 for the year ended September 30,- 1987, the Utilitics
coinmission in effect reduced its aggregato debt service payments by
$1,000,438 over the next twenty four years and obtained an economic gain
(difference between the present values of the old and new debt service
payments) of $586,589.

7. PRIOR YEARS' DEFEASANCE OF DEBT

In prior years, the Utilities Commission defcased cortain outstanding
utilities revenuo certificatos of the Commission and certain general
obligation bonds of the City of New Smyrna Beach issued for the System
payabic out of revenues derived from the operation of the utilities system
by placing the proceeds of new certificates in irrevocable trusts to
provido for all future debt so;vice payments on the old certificates / bonds,
Accordingly, the trust account assets and the liability for the defensed
bonds are not included in the Commission's financial statements. At
September 30, the following certificates / bonds are considered defcased:

1987 1986
1978 Refunding
Waterworks and Electric:

Series 1955 3.75s due serially to 1993 $ 831,000 $ 869,000
Series 1962 refunding--3.St due serially to 1987

and $35,000 in 1999 35,000 98,000

20

-- - -_- - - __ _______ _ _ _ _ . _ _ _ _ .



. - . . - -. .- -- .-

UTILITIES COMMISSION
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7. PRIOR' YEARS' DEFEASANCE OF DEBT (Continued)

1987 1986 '

.

Series 1962--3.9% to 4.2% due serially to 2000 $ 1,725,000 $ 1,765,000
Series 1965 -4.2% and 4.25% due serially to 2004 1,925,000 1,955,000 ,

Sewer:
Series S-1963--3.9% due serially to 2002 345,000 365,000
Series T-1963--4.0% due 2003 818,000 853,000
Series B 1965--3.7% to 4.1% due serially to 2003 475,000 480.000

Utilities:

Series 1975--3.75% to 6.2% due serially to 2004 2,450,000 2,550,000
Series 1975A -5.0% to 6.6% due serially to 2005 3,215,000 3,315,000

Water and Sewer Revenue General Obligation Bonds:
Series 1976--4.5% to 6.2% due serially to 2001 5,095,000 5,335,000 '

1985 Refundine:
Series 1982- 12.625% due serially from 2012

to 2016 6,190,000 6,190,000

1987 Refund!.ne:
Series 1985- 5.75% to 9.50% due serially to 1999

with $2,135,000 and $3,130,000 term certificates
due in 2005 and 2011, respectively 7,315,000 7,415,000 t

8. COMPENSATED EMPLOYEE ABSENCES

Pursuant to the Utilities Commission's collective bargaining agreements and
employment contracts, the Commission provides compensatory wages for
accumulated vacation and sick leave credits that vest with employees. The
commission's liability for accumulated compensated absences at September 30,

,

is as follows:
1987 1986

Current Deferred Current Deferred .

Vacation credits $146,122 $ 36,530 $136,242 $ 34,061
Sick leave credit 114.422 292.684 97.615 265.343

!
$260,544 $329,214 $233,857 $299,404 !

9. REOUIRED PAYMENT TO THE CITY OF NEW SKYRNA BEACH. FLORIDA

The legislation that created the Utilities Commission requires the
Commission to pay to the general fund of the City of New Smyrna Beach a sum
equal to six percent (6%) of the gross revenues from utilities under
Commission control. This payment is subordinate to the debt service

jrequirement of all utilities revenue certificates and is recorded as a
jquasi-external transaction for financial reporting purposes. The amount

paid to the City totaled $1,301,571 and $1,209,499 for the years ended
September 30, 1987 and 1986, respectively. The balance due to the City at
September 30, 1987 and 1986, totaled $279,224 and $109,471, respectively.
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10. EMPLOYEE PENSION PIAN i

The Utilities Commission contributes to the Florida Retironent System of
4the State of Florida, an Agent Multiple-Employer Public Employee retirement 1

system that acts as a common investment and administrativa agent for j
municipalities in the State of Florida. The payroll for employees covered
by the System for the year ended September 30, 1987 was $3,972,415.
Total payroll for the year was $4,001,121.

All full-time employees are eligible to participate in the system. All
participating employees, upon attaining their normal retirement date, will
receive a monthly benefit based upon years of service and average monthly
salary at retireuent. The system also provides for disability benefits.

The funding methods and determination of benefits payable are provided in
the various acts of the Florida Legislature, which created tha 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 Recent amendments require.that the plan
be contributory for the employees. 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's contribution to the plan during the year ended
September 30, 1987, totaled $537,333, which was 13.14% of the qualifying
employees' gross wages.

The most recent actuarial information available concerning the Florida
Retirement System is set forth below:

Most recent valuation date July 1, 1985
Actuarial cost method used Entry age normal cost
Unfunded prior service cost $ 7,403,753,000
Total assets of fund $ 8,783,274,000
Valuation of assets Bonds - Amortized value

Stocks Market value
Interest Rate Used 9%
Amortization period 30 years

11. SECMENT INFORMATION

The Utilities Commission provides electric, water and pollution control
services to the public. The following is a summary of the segment
information for the electric, water, and pollution control systems:

.
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|

11. SEGMENT INFORMATION (Continued)

>

Pollution
Electric Water Control
System System System Total

Operating revenue $17,714,974 $ 2,925,916 $ 1,831,044 $22,471,934
Depreciation 1,034,223 337,457 513,702 1,885,382'

Operating income (loss) 883,855 -618,625 (324,394) 1,178,086
Required payments to

City of New Smyrna Beach 1,020,323 173,449 107,799 1,301,571
Net income (loss) (572,267) (566,931) (683,981) (1,823,179)
Contribution in aid

; of Construction 410,904 4,989,643 11,478,159 16,878,706
Utility plant acquisitions 9,712,604 741,641 273,531 10,727,776
Utility plant retirements 292,121 13,229 24,223 329,573

,

Revenue bonds payable 21,801,167 10,493,805 6,500,028 38,795,000
Utility equity 6,533,557 7,036,566 11,036,331 24,606,454
Total assets 32,306,795 17,091,253 18,706,985 68,105,033

12. EXTRAORDINARY ITEM

In connection with the April 1987 advance refunding of the Utilities System
Refunding Revenue Certificates, Series 1985 (1985 Certificates), explained ;

,

in Notes 6 and 7, a loss was recognized in accordance with generally
accepted accounting principles. The 1985 Certificates have been treated as I

fully defeased since the escrow account described in No.e 7 is sufficient
in amount so that operating revenues will not be needed to meet the future

|debt service requiremer.ts of the 1985 certificates. Accordingly, the !
,

transaction has been recognized as an in substance defcasance.
|

,

The recorded loss of $1,385,545 was computed as follows:

New securities issued:
Utilities System Refunding Revenue Certificates,

Series 1987 $8,505,000
Less discount and issue costs of new issue to,

^

be amortized over the life of the new issue 294.777
8,210,223

i

Net carrying amount of refunded debt $7,315,000
Less unamortized discount and issue costs 410.989 6.904.011

| 1,306,212
'

Plus Utilities Commission contribution from
t sinking fund resources 79.333

LOSS FROM DEFEASANCE OF DEBT $1,385,545

4
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NOTES TO THE FINANCIAL STATEMENTS
Scotember 30. 1987 and 1986 -Paco 18 of 19

13. LEGAL HATTERS

The Utilities Commission has been served in a case socking to enjoin the
collection by the Utilities commission of the 64 required paymont to the
City of New Smyrna Beach (see Noto 9). The Plaintiffs are also seeking a
judgement against the Commission for the return of an amount equal to the
sums collected by the Commission which are included in tho base utility
rates of the Commission. 'While the Commission considers the Plaintiffs

.

claim to be without merit, an unexpected, unfavorable outcomo to the case
would not adversely affect the Utilities Commission since the subject funds
are remitted directly to the City of New Smyrna Beach.

The Utilities Commission is also engaged in other routine litigation
incidental to the conduct of its municipal utilities affairs. In the
opinion of the Counsel to the Commission, no legal proceedings are pending
against the Commission not covored by insurance which would inhibit the
Commission's ability to perform its operations or materially affect its
financial condition.

14. COMMITMENTS

Acting through the Florida Municipal Power Agency (FMPA), the Utilities
Commission is a participant in a portion of Florida Power and Light
Company's St. Lucie Unit No. 2, a nuclear generating unit with an original
estimated not capability rating of 802 MW. St. Lucie Unit No. 2 was
subsequently uprated and now has a seasonally adj us ted rating of
approximately 840 MV. FMPA issued St. Lucie Project Revenue Bonds Series
1983, in the amount of $290,000,000, which were subsequently partially
refunded by $284,810,000 St. Lucio Project Refunding Revenue Bonds, Series
1986 (together, the "St. Lucie Project Bonds"), for an 8.806% undivided
ownership interest of St. Lucio No. 2 together with rights to receive jelectric capacity and electric energy under a reliability exchange ;

agreement. The Utilities Commission's participation provides for a 9.884% |
entitlement share of FMPA's 8.806% undivided ownership interest.

A reliability exchange agreement provides for FMPA's exchanging 50% of its 1

output from St. Lucie No. 2 for a like amount from St. Lucio No. I to
mitigate the potential for economic loss resulting from an extended or
permanent outage of St. Lucie No. 2.

The Utilities Commission is not directly obligated to pay the St. Lucie
Proj ec t Bonds and neither the faith and credit nor the taxing power of the
Utilities Commission and/or the City of New Smyrna Beach is pledged to
payment of the St. Lucie Project Bonds.

The Utilities Cormission, as a participant, has entered into a power sales
contract which requires payment on a "take and pay" basis for the Utilities
Commission's 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 Utilities Commission from the St.
Lucie Proj ec t , including electric capacity and electric energy under the
reliability exchange agreement with FP6L. In the event payment is not

24
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UTILITIES COMM1SSION'
CITY OF NEW SMYRNA BEACH, FLORTDA
NOTES TO THE FINANCIAL STATEMENTS
Scotember 30. 1987 and 1986 Page 19 of 19

14. COMMITMENTS (Continued)

required for any month under the Utilities Commission's power sales
contract, it is required to make payment for such month under its project
support 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

,

electric capacity and electric energy from the St. Lucie Projact had been
made available to them.

.

'

As a result of these agreements, the Utilities Commission is obligated to
provide payments of approximately $2,855,500 annually.

In the year 2008, the Utilities Commission's share ef decommissioning costs
applicable to its participation in Florida Power Corporation's Crystal
River Unit No. 3, a nuclear generating unit, is expected to be
approximately $4.0 million. An operating rcserve has been established to
account for these estimated costs. Funding of the reserve began in 1985
and, based on currently revised estimates, the Commission is expected to
fund the reserve with payments of approximately $85,000 annually. Based on
an assumed interest rate of 6% per annum, these annual payments, plus the
interest earned thereon, is expected to be sufficient to meet the estimated
future decommissioning costs.

,

At September 30, 1987, the Utilities Commission had additional unrecognized
construction contract commitments of approximately $2.7 million for utility
plant expansion and upgrading.

|

,
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SUPPLEMENTAL COMBINING DETAIL OF THE ELECTRIC,

WATER AND POLLUTION CONTROL SYSTEMS

These financial statements provide a more detailed view of the
"Basic General Purpose Financial Statements" presented in the
preceding subsection.

Resolution Numbers 16-75 and 28-78 established the electric,
water and pollution control systems as a single enterprise
fund. These statements are presented to provide detailed
information on the individual electric, water and pollution
control utility systems and to present the budgetary
comparisons and are not necessary for a fair presentation in
conformity with generally accepted accounting principles.
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UTILITIES COMMISSION Exhibit A-1 !

CITY OF NES SMYRNA BEACH, FLORIDA

COMBINING STATEMENT CF-REVENUES, EXPENSES AND
|

CHANGES IN RETAINED EARNINGS
For the Fiscal Year Ended September 30, 1987

With Comoarative Actual Amounts for the Fiscal Year Ended Seotember 30. 1986 |1987
Utilities Systems Allocations

Pollution i

Electric Water Control l

,

OPERATING REVENUES:
Sales $17,570,403 $ 2,840,565 $ 1,823,300
Other revenues 144.571 85.351 7.744

17.714.974 2.925.916 1.831.044

OPERATING EXPENSES:
Production expenses 11,268,860 693,194 -

Transmission, distribution and sewage
collection 1,157,241 317,501 956,025
Customer accounting 375,624 148,757 89,7574

Administrative and general 1,731,664 636,933 488,155
Required payments to the City of

New Smyrna Beach 1,020,323 173,449 107,799
State utilities tax 243,184 - -

Depreciation 1.034.223 337.457 513.702
16.831.119 2.307.291 2.155.438

OPERATING INCOME (LOSS) 883.855 618.625 (324.394)

6DD NONOPERATING REVENUES:
Interest earnings 142,530 267,987 254,602
Other income 130,045 10,193 8,003
Cain on disposal of assets 289.962 -- -

562.537 278.180 262.605

1 TOTAL INCOME (LOSS) 1.446.392 896.805 (61.789)

LESS: NONOPERATING EXPENSES:
Interest and debt expense 1,354,807 758,391 469,993
Other expenses 21,876 39,659 39,947<

Loss on disposal of assets 18.481 624 15.264
1.395.164 798.674 525.204 !

NET INCOME (LOSS) BEFORE
i EXTRAORDINARY ITEM 51,228 98,131 (586,993)

EXTRAORDINARY ITEM:
Loss from defeasance of debt 623.495 665.062 96.988

NET INCOME (LOSS) (572,267) (566,931) (683,981)

RETAINED EARNINGS - BEGINNING OF YEAR 6.694.920 2.613.854 242.153

; RETAINED EARNINGS - END OF YEAR $ 6,122,653 $ 2,046,923 $ (441,828)
;

- ==
!
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1987 1986
Combined Combined- |

,

! System System !

1

! $22,234,268 $20,084,838
237.666 148.175

22.471.934 20.233.013
*

'

11,962,054' 10,631,343

2,430,767 2,044,229 '

614,138 565,057
2,856,752 2,581,264

1,301,571 1,209,499
243,184 241,059

1.885.382 1.674.114
1 21.293.848 18.946.565
1

11.178.086 1.286.448

1

1 665,119 818,337
|

! 148,241 151,326
|

! 289.962 1.630
1.103.322 971.293

2.281.408 2.257.741

2,583,191 2,421,468
101,482 23,423

1 34.369 59.961
2.719.042 2.504.852,

(437,634) (247,111)
;
,

;

! 1.385.545 -

; (1,823,179) (247,111)'

i

1 9.550.927 9.798.038
'

$ 7,727,748 $ 9,550,927

274
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UTILITfES COMMTSSION Exhib!t A 2
CfTY OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES ~ BUDGET AND ACTUAL '- !
~

ELECTRIC SYSTEM
For the Fiscal Year Ended September 30, 1987

With Comparative Actual Amounts for the Fiscal Year Ended Scotember 30. 1986
1987 1986 ,

Variance
Favorable

Budget Actual '(Unfavorable) Actual

OPERATING REVENUES:
Electric sales $17,312,924 $17,570,403 $ 257,479 $15,627,117 -

Other revenues 159.000 144.571- (14'.429) 115.912

TOTAL OPERATING REVENUES 17.471.924 17.714.976 243.050 ~15.743.029 *

,

i
OPERATING EXPENSES:

Power production and fuel 11,069,442 11,268,860 (199,418). 9,916,258
Transmission and distribution 920,454 1,157,241 (236,787) 828,384
Customer accounting 398,701 375,624 23,077_ 354,358
Administrative and general 1,628.060 1,731,664 (103,604) 1,646,111
Required payments to the City

of New Smyrna Beach 1,038,776 1,020,323 18,453 945,448
State utilities tax 267,562 243,184 24,378 241,059 |

l Depreciation 885.462 1.034.223 (148.761) 856.322 :

TOTAL OPERATING EXPENSES 16.208.457 16.831.119 (622.662) 14.787.940
i

OPERATING INCOME 1.263.467 883.855 (379.612) 955.089

ADD NONOPERATING REVENUES: I

Interest earnings 400,768 142,530 (258,238) 208,042 sOther income 135,000 130,045 (4,955) 104,757 '

Gain on disposal of assets - 289.962 289.962 391

TOTAL NONOPERATING REVENUE 535.768 562.537 26.769 313.190

TOTAL INCOME 1.79).235 1.446.392 (352.843) 1.268.279

) LESS: NONOPERATING EXPENSES:
| Interest and debt expense 1,529,987 1,354,807 175,180 1,164,093
) Other expense 21,876 (21,876) 23,405-

Loss on disposal of assets 18.481 -(18.481) 57.335-

; TOTAL NON0PE',ATING EXPENSE 1.529.987 1.395.164 134.823 1.244.833

NET INCOME (LOSS) BEFORE
; EXTRAORDINARY ITEM 269,248 51,228 (218,020) 23,446

j EXTRAORDINARY ITEM:
Loss from defeasance of debt 623.495 (623.495) ___..- -

NET INCOME (LOSS) $ 269,248 $ (572,267) $(841,515) $ 23,446
. -
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UTILITIES COMMISSION Exhibit A-3
CITT OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES - BUDGET AND ACTUAL -
WATER SYSTEM

For the Fiscal Year Ended September 30, 1987 -

With Comoarative Actual Amounts for the Fiscal Year Ended Seotember 30. 1986
1987 1986 ;

Variance
Favorable !

Budeet Actual (UnfavorableY Actual
'

OPERATING REVENUES:
Metered water sales $ 2,731,708 -$ 2,840,565 $ 108,857 $ 2,705,503
Other revenues 70.000 85.351 15.351 29.518 '

TOTAL OPERATING REVENUES 2.801.708 2.925.916 124.208 2.735.021 (

OPERATING EXPENSES:
Water production 750,814 693,194 57,620 715,085
Transmission and distribution 297,317 317,501 (20,184) 276,420
Customer accounting 146,203 148,757 (2,554) 129,283 '

Administrative and general 639,402 636,933 2,469 530,056
Required payments to the City

of New Smyrna Beach 167,966 173,449 (5,483) 159,907
Depreciation '303.481 337.457 (33.976) 323.705

TOTAL OPERATING EXPENSES 2.305.183 2.307.291 (2.108) 2.134.456

OPERATING INCOME 496.525 618,625 122.100 600.565 !

ADD: NONOPERATING REVENUES:
,

Interest earnings 266,397 267,987 1,590 324,736
Other income 40,000 10,193 (29,807) 36,803Gain on disposal of assets 1.144- - -

1

TOTAL NONOPERATING REVENUE 306.397 278.180 (28.217) 362.683

TOTAL INCOME 802.922 896.805 93.883 963.248

LESS: NONOPERATING EXPENSES:
Interest and debt expense 770,385 758,391 11,994 786,393 {Other expenses 39,659 (39,659) |

-
-

Loss on disposal of assets 624 (624) 2.401 {
-

ITOTAL NONOPERATING EXPENSE 770.385 798.674 (28.289) 788.794

NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM 32,537 98,131 65,594 174,454

|EXTRAORDINARY ITEM:
Loss from defeasance of debt 665.062 (665.062)-

_ -

NET INCOME (LOSS) $ 32,537 $ (566,931) $(599,468) $ 174,454
- -

|
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UTILITIES COMMISSION Exhibit A-4
CITY OF NEU SHYRNA BEACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES - BUDGET AND ACTUAL -
POLLUTION CONTROL SYSTEM

For the Fiscal Year Ended September 30, 1987
With Comparative Actual Amounts for the Fiscal Year Ended Scoteinher 30. 1986

1987 1986
Variance

Favorable
Budnet Actual (Unfavorable) Actual

OPERATING REVENUES:
Pollution control charges $ 1,842,660 $ 1,823,300 $ (19,360) $ 1,752,218
Other revenues 1.000 7.744 6.744 2.745

TOTAL OPERATING REVENUES 1.843.660 1.831.044 (12.616) 1.754.963

OPERATING EXPENSES:
Collection and treatment

system 972,528 956,025 16,503 939,425
Customer accounting 90,521 89,757 764 81,416Administrative and general 523,589 488,155 35,434 405,097
Required payments to the City

of New Smyrna Beach 110,560 107,799 2,761 104,144
Depreciation 115.736 513.702 (397.966) 494.087

TOTAL OPERATING EXPENSF3 1.812.934 2.155.438 (342.504) 2.024.169

OPERATING INCOME (LOSS) 30 125 (324.394) (355.120) (269.206) ;

ADD: NONOPERATING REVENUES:
Interest earnings 276,815 254,602 (22,213) 285,559Other income 5,000 8,003 3,003 9,766 iGain on disposal of assets -

95- -

TOTAL NONOPERATING REVENUE 281.815 262.605 (19.210) 295.420

TOTAL INCOME (LOSS) 312.541 (61.789) (374.330) 26.214

LESS: NONOPERATING EXPENSES:
Interest and debt expense 458,956 469,993 (11,037) 470,982Other expenses

- 39,947 (39,947) 18Loss on disposal of assets 15.264 (15.264) 225
-

TOTAL NONOPERATING EXPENSE 458.956 525.204 (66.248) 471.225

NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM (146,415) (586,993) (440,578) (445,011)

EXTRAORDINARY ITEM:
Loss from defeasance of debt 96.988 (96.988)

-

-

NET INCOME (LOSS) $ (146,415) $ (683,981) $(537,566) $ (445,011)

30
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SUPPLEMENTARY SCHEDULES4

Financial schedules are presented to provide greater detailed
information than reported in the preceding financial;

statements. This information in many cases has been spread
throughout the report and is brought together here for j
greater clarity. Financial schedules are not necessary for a
fair presentation in conformity with generally- accepted' !
accounting principles. |

|

,

1

,

;

a

,

1
.

.

!

I

i

i
e

.

:

- - _ _ - _ - - _ _ - _ _ _ _ . _ _ _ . _ _ _ _ _ _ - - - _ - _ _ _ _ _ _ _ - _ - _ _ - _ . ._ ._ _ _ _ _ _ . _ _ _ _ _ _ - - - _ _ _ _ -



, _ . .. - - . _ .__ . ._ -,

1

1

UTILITIES-COMMISSION Schedule 1 |
CITY OF NEW SMYRNA BSACH,. FLORIDA ~|

P

ELECTRIC SYSTEM
SCHEDULE OF OPERATING EXPENSES

For the Fiscal Years Ended September 30, 1987 and 1986
|

I ,1987 1986 '

'
i

Power Production and Fuelt
Nuclear Power Generation:

Fuel $ 175,837 $ 102,406
Operation 226,637 201,615
Maintenance 367,317 308,897

; Diesel Power Generation
Fuel 462,947 409,195

j Operation 461,746 416,483 -

Maintenance 49,557 .53,135
;Other Power Supply:

Purchased power 9,259,645 8,187,327 ;
System control and load dispatching 265.174' 237.200

11.268.860 9.916.258

Transmission and Distribution'

Operation 934,695 673,645
Maintenance 222.546 154.739

1.157.241 828.384
!

Customer Accountinct
|Operation 375.624 354.358 !

.

Administrative and General:
Operation 1,633,591 1,559,292
Mai,stenance

l
98.073 86.819

1.731.664 1.646.111
a

Reauired Payments to the City of New Smyrna Beach 1.020.323 945.448
,

| State Utilities Taxes 243.184 241.059

q Deoreciation 1 ~. 034 . 22 3 856.322
i
9

1

! TOTAL OPERATING EXPENSES $16,831,119 $14,787,940
)
, .

1
.

.i |

I
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UTILIT2ES COMMISSION Schedule 2 -

~ CITY OF NEW SMYRNA BEACH, - FLORIDA ~
r

WATER SYSTEM '

SCHEDULE OF OPERATING EXPENSES
For the Fiscal Years Ended Seotember 30. 1987 and 1986 ;

i

1987 1986

',

!

Water Production
,

Source of Supply: |
Operation $ 46,076 $ 41,009
Maintenance 14,804 4,313 ;

Pumping:
Operation 137,755 167,969

;

Maintenance 9,308 6,653
Water Treatment: ;

Operation 469,381" 472,081
Maintenance 15.870 23.060 1

693.194. 715.085 +

Transmission and Distribution:
Operation 292,955 242,666 '

Maintenance 24.546 33.754
l317.501 276.420

Customer Accounting:
,

Operation 148.757 129.283 ;

Administrative and General:
Operation 602,444 497,818
Maintenance 34.489 32.238

636.933 530.056

Reauired Payments to the City of New Smyrna Beach 173.449 159.907

Denreciation 337.457 323.705_

TOTAL OPERATING EXPENSES $2,307,291 $2,134,456
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| UTILITIES COMMISSION Schedule 3
CITY OF NEW SMYRNA BEACM, FLORIDA

POLLUTION CONTROL SYSTEM
SCHEDULE OF OPERATING EXPENSES

For the Fiscal Years Ended September 30, 1987 and 1986

1987 1986

Collection and Treatment System:

Collection Expenses:
Operation S 183,882 $ 149,014
Maintenance 19,475 34,519

Pumping Expenses:
Operation 173,607 168,999
Maintenance 15,587 20,644

Treatment and Disposal Expenses:
Operation 535,560 537,787
Maintenance 27 914 28.462

956,025, 939.425

Customer Accountinc
Operation 89.757 81.416

Administrative and General
Operation 458,708 374,842
Maintenance 29.447 30.255

488.155 405.097

Recuired Payment to the City of New Smyrna Beach 107.799 104.144

Denreciation 513.702 494.087

|

TOTAL OPERATING EXPENSES $2,155,438 $2,024,169

1

I

|

I

I
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UTILITIES COMMISSION Schedule 4
CITY OF NEW SMYRNA BEACll, FlfRIDA

SCllEDULE OF INTEREST EARNINCS
For the Fisent Years Ended September 30, 1987 and 1986

1987 1986

INTEREST EARNINGS BY SOURCE:
From Investments:

Sinking funds $ 296,372 $ 322,319
Renewal and replacement funds 244,797 260,285
Construction funds 92,843-

Customers' deposits 29,325 34,851
Other 47.335 55.564

617,829 765,862

From Assessments 47.290 52.475

TOTAL INTEREST EARNINGS $ 665,119 $ 818,337

INTEREST EARNINGS BY SYSTEM:
Electric system $ 142,530 $ 208,042
Water system 267,987 324,736
Pollution control system 254.602 285.559

TOTAL INTEREST EARNINGS $ 665,119 $ 818,337

1
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STATISTICAL SECTION -

t

i

P

Statistical tables differ from financial statementa brienuso
they usually cover more than one fiscal year and may present i

non-accounting data. These tables refleet social and
economic date and financial trends of the Utilities ,

Commission, City of New Smyrna Beach. !
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UTILITZES COMMISSION Table I
CITY OF NEW SMYRNA BEACH, FLORIDA

SCHEDULE OF EXPENSES BY FUNCTION.,

1AST TEN FISCAL YEARS

.

Operatinc Excenses

Required
Transmission, Adminis- Payments
Distribution trative to City of

Fiscal Total Production and Customer and New SmyrnaYear Expenses Expenses Collection Accountinf General Beach

1978 $ 8,205,483 $ 3,650,129 $ 802,469 $ 206,113 $ 964,959 $ 440,795
1979 9,367,152 4,207,711 846,639 237,152 894,164 484,199

1980 11,121,048 5,347,656 980,960 259,025 1,213,890 598,205

1981 12,264,939 5,744,288 1,1i3,301 304,241 1,612,993 705,863

1982 14,921,572 7,297,762 1,409,742 315,595 1,776,286 826,719

1983 16,968,400 8,241,667 1,420,397 400,372 2,079,755 877,629

1984 18,388,070 8,686,618 1,710,284 496,921 2,214,716 1,047,779

1985 20,725,373 10,637,458 1,868,923 547,952 2,311,726 1,122,521

1986 21,451,417 10,631,343 2,044,229 565,057 2,581,264 1,209,499

1987 24,012,890 11,962,054 2,430,767 614,138 2,856,752 1,301,571

35
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!
Operatinc Expenses Nonoceratine Expenses

State Total Interest Other Total
Utilities Operating and Debt Nonoperating Nonoperating

Tax Depreciation Expenses Expense Excenses Expenses

$ 55,177 $ 852,169 $ 6,971,811 $1,233,672 $ $1,233,672-

54,645 911,124 7,635,634 1,731,518 1,731,518-

55,155 962,197 9,417,088 1,703,960 1,703,960-

57 196 1,008,306 10,546,213 1,507,731 210,993 1,738,706

84,350 1,284,052 12,994,506 1,927,066 1,927,066-

84,181 1,515,523 14,619,524 2,314,563 34,313 2,348,876

145,297 1,604,757 15,906,372 2,465,284 16,414 2,481,698

170,406 1,625,220 18,284,206 2,376,681 64,486 2,441,167
1

241,059 1,674,114 18,946,565 2,421,468 83,364 2,504,852

243,184 1,885,382 21,293,848 2,583,191 135,851 2,719,042

1

1

|

;

i'

;

i
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UTILITIES COMMISS20N Table._11
C1TY OF NEW SMYRNA BEAcil, FLORIDA

SCllEDULE OF REVENUES BY SOURCE
LAST TEN FISCAL YEARS

Operatinc Revenues

Pollution
Fiscal Total Electric Water Control
_ lear Revenues System System System Total

1978 $ 7,950,622 $ 5,866,939 $ 884,646 $ 810,439 $ 7,562,024

19'd 9,536,222 6,480,325 955,378 862,521 8,298,224

1950 11,457,983 S,128,944 1,143,160 861,954 10,134,058

1981 13,218,442 9,810,c,42 1,154.r' 1,020.688 11,985,788 !

1962 14,937,949 11,152,?.00 1,456 1,111,215 13,719,441

1983 16,541,534 12,026,330 1,980,. 1,178,922 15,185,863..

1984 19,010,464 13,800,387 2,430,016 1,291,324 17.521,727

1985 20,792,509 15,473,671 2,615,605 1,446,702 19,5"~,978

1986 21,204,306 15,743,029 2,735,021 1,754,963 20,25 '

1987 23,575,256 17,714,974 2,925,916 1,831,044 22,471,934

,

i

i

!

|

l
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. Nonoceratinn Revenues
.

Interest Other
Earnings Income Total

$ 362,467 $ 26,131 $ 388,598 -

1,073,772 164,226 1,237,998

1,153,818 170,107 1,323,925

1,010,548 222,106 1,232,654

1,111,615 106,893 1,218,508

1,144,035 211,636 1,355,671

1,076,576 412,161 -1,488,737

1,091,630 164,901 1,256,531

818,337 152,956 971,293

665,119 438,203 1,103,322

1

!

'l

1

38
!

!



UTILITIES COMMISSION Table _lll
CITY OF NEW SMYRNA BEACH, FLORIDA'

SCHEDULE OF REVENUE. CERTIFICATES COVERAGE
Last Ten . Fiscal Years

(000's Omitted)

Net Annual
Revenue Dobt Service Not

Cross Available Reau i remen ts.. Less Debt Times
Fiscal Revenue Expenses For Debt Interest Funded Service Coverage
Year (1) (2) Service Principal (3) Total Interest Payments Ratit__
8

1978 $ 7,973 $ 5,679 $2,294 $355 $1,217 $1,572 $ 21 $1,551 1.48x

1979 -9,027 6,240 2,787 1,766 1,766 485 1,281 2.18x-

1980 10,958 7,857 3,101 1,766 1,766 166 1,600 1.94x-

1981 12,960 8,832 4,128 - 1,766 1,766 85 1,681 2.46x

1982 15,342 10,883 4,459 325 2,031- 2,356 269 2,087 2.14x

1983 16,733 12,226 4,507 345 2,526 2,871 351 2,520 1.79x

1984 20,030 13,254 6,776 350 2,507 2,857- 2,857 2.37x
!

-

1985 21,564 15,536 6,028 365 2,430 2,795 2,795 2.16x-

1986 22,259 16,063 6,196 495 2,362 2,857 2,857 2.17x-

1987 24,568 18,107 6,461 515 2,660 3,175 3,175 2.03x-

(1) Includes operating revenues, miscellaneous income including interest
income (except on construction fund investments), penalty charges,
special assessment collections, connection fees and rentals computed in
accordance with the Certificate Resolution (Ros. #28-78, as amended).

(2) Includes current expenses paid and accrued of operation,' maintenance
and repair of the system except for required payments to the City and
depreciation expense computed in accordance with the Certificate
Resolution (Res. #28 78, as amended).

(3) Excludes accrued interest received from the issuance of revenue
certificates and refunding revenue certificates in the years of
issuance.
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UTILITIES COMMISSION Tablo IV
CITY OF NEW SMYRNA BEACH, FLORIDA

DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

New Smyrna
Beach's Per County School (6)

Estimated Capita Unemployment
{

,

Fiscal Population Income Rate Percent
{Year (1) (4) (5) Enrollment Attendance
,

1978 16,128 6,516 6.7 3,455 96

1979 16,500 7,277 7.6_ 3,412 96

1980 13,310 (2) 8,139 6.5 3,391 96
|

1981 13,634 9,057 4.8 3,375 96

1982 13,653 9,734 (5) 6.8 3,318 96

1983 13,829 10,220 (3) 6.7 3,665 97
i

1984 14,104 (3) 10,629 (3) 5.2 3,710 97

1985 14,697 (3) 11,593 (3) 4.4 3,862 97

1986 15,600 (3) 11,719 (3) 5.0 4,123 96

1987 16,000 (3) 11,719 (3) 4.9 4,219 96

l

(1) obtained from University of Florida, Bureau of Economics and Business
Research.

(2) Beginning with 1980, New Smyrna Beach's Estimated Population reflects
only the estimated number of permanent residents based on the 1980 census
data compiled by the U.S. Department of Commerce, Bureau of the Census.
Prior to 1980, the Estimated Population included residents of New Smyrna
Beach who were not considered permanent residents for census purposes.

(3) Estimated, actual amounts not available.

(4) Obtained from U.S. Department of Commerce, Bureau of Economic Analysis.

(5) State of Florida, Department of Labor and Employment Security.

(6) Volusia County School Board - includes grades K-12, Coronado Beach
Elementary, Chisholm Elementary, New Smyrna Beach Middle School, New
Smyrna Beach Senior High, Read-Pattillo Elementary and Sacred Heart, a
private school.
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UTILITIES COMMISSION Table V .{
CITY OF NEW SMYRNA.BEACll, FLORIDA

PROPERTY VALUE, CONSTRUCTION-AND BANK DEPOSITS (1)
IAST TEN FISCAL YEARS

Savings
Construction

, and
Number Value Bank. Loan

Fiscal of of Deposits Deposits Assessed
Year Permits Construction (000's) (000's) Value

1978 582 $10,405,696 $ 71,334 $122,525 $224,439,769

1979 552 22,521,582 84,663 142,396 225,695,148

1980- 582 21,103,303 93,460 167,018 246,627,345

1981 539 25,229,289 100,676 182,271 315,992,191

1982 550 11,111,417 104,324 192,305 421,495,317

1983 718 23,730,247 123,924 222,419 479,806,754

1984 937 35,666,534 144,154 260,142 550,410,029

1985 2,006 32,782,563 166 126 267,464 632,540,204

1986 2,286 26,095,656 192,712 251,404 711,561,352

1987 2,501 26,927,079 185,428 306,928 763,718,138

Sources:
Construction - City of New Smyrna Beach, Florida Building Department
Deposits - Confirmed directly by banks and -savings ~and loan
associations Assessed value Volusia County, Florida Finance-

Department

(1) The above data is related exclusively to area within the municipal
limits of the City of New Smyrna Beach, Florida
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UTILITIES COMMISSION Table VI
CITY OF NEW SMYRNA BEACH, FLORIDA Page 1 of 2

SCHEDULE OF INSURANCE IN FORCE
September 30,.1987

Coverage and Policy Policy Liability
Insurine Company Number Period -Details of Coverace Limits

Comorehensive
General Liability

Nutmeg Insurance Co. 21CLNSP1917 12-01-86 Combined bodily $1,000,000
12-01-87 injury and property

damage
Business Auto

Twin City Fire
Insurance Company 21CESSN8882 12-01 86 Liability $1,000,000

12-01-87 bodily injury
and property
combined

Comprehensive Actual cash
value less

$250 deductible

Collision Actual cash
value less

$250 deductible
,

Uninsured motorist $10,000

No fault Statutory |
|

Business Pronerty |

Zurich - American
Insurance Co. TOP 330-86-70-01 12-01-86 Buildings and $17,070,812

12-01-87 contents with $10,000
deductible
and 90% co-
insurance

Accounts receivable $850,000 with

$500 deductible

Valuable papers $100,000 with
and records $500 deductible

Contractors' $394,628.with
equipment $500 deductible

Computer $160,000 with-
equipment $500 deductible

42

)



b
UTILITIES COMMISSION Table VI
CITY-OF NEW SMYRNA BEACll, FLORIDA Page 2 of 2
SCHEDULE OF INSURANCE IN FORCE
Seotember 30. 1987

Coverage and Policy Policy Liability
Insurine Comoany Number Period Details of Coverare Limits

Crime

Aetna Casualty and
Surety Ccapany 35BY100211596 12-01-86 Employee crime $100,000

BCA 12-01-87

Money and securities $ 50,000'

Counterfeit currency $ 5,000
~

Depositors' forgery $100,000
IBoiler and Machinerv '

Great Northern
Insurance Company 7874432 9-30-86 Breakdown due to $5,000,000 with

9-30-87 accident $10,000 deduct-
ible J

Nuclear Enerzy Da m q

American Nuclear
Insurance and
Mutual Atomic
Energy Liability
Underwriters and
Nuclear Electric
Insurance Ltd. 501 & TA5053 10-09-86 Primary property $500 million

10 09-87-

X8548, XTA1642 11-15-86 Excess property $645 million
& X85015 11-15-87

NF195 and MF91 12 31-86 Primary liability $160 million
12-31-87

NS347 and MS65 12 31-86 Suppliers and $160 million
12-31-87 transporters

liability

Workers' Comoensation

Florida Municipal Self-
Insurers' Fund 109 10-01-86 Statutory coverage Statutory

10 01 87 Employers liability $100,000
i
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UTILITIES COMMISSION Table VII
CITY OF NEW SMYRNA BEACH, FLORIDA

TEN IARGEST WATER CUSTOMERS
September 30, 1987

Consumption Revenues Billed
Gallons Percent Percent

of of
(000's) Total Amount Total

Brandywino Enterprises 21,945 1.90% $ 29,722 1.04%

Cedar Dunes Homeowners Association 14,347 1.24 17,621 .62

Rinker Materials 13,681 1.18 15,808 .55

Federal Housing Authority 12,465 1.08 18,016 .63

Islander Beach Lodge 11,903 1.03 19,011 .66

Riverwalk by Maxim 10,932 .94 13,113 .46

Del American Sun Beach Club 10,828 .94 17,321 .61

Broadway, Ltd. 10,228 .88 17,359 .61

Oceanview Nursing Home 9,843 .85 12,875 .45

Colony Beach Club 9.354 ,81 12.332 .43

125,526 10.85% $ 173,178 6.06%

|

|

|

|
|

|

|
|
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UTILITIES COHMISSION Table v111
CITY OF NEW SMYRNA BEACll, FLORIDA

TEN OF Tile LARGEST ELECTRIC CUSTOMERS AND
TilEIR TOTAL KILOWATT 110URS PURCilASED

September 30, 1987

Kilowatt Hour Sales Revenues Billed |
Percent Percent
of of :

Amount (kWh) Total Amount Total

Fish Memorial liospital 3,441,725 1.61% $ 248,790 1.47% |

Publix Supermarket 3,091,920 1.45 222,566 1.32

Utilities Commission Water i
Pollution Control Plant 2,510,400 1.18 180,142 1.07

Volusia County Junior
High School 2,315,201 1.09 185,308 1.10

Winn Dixie Store #2302 1,898,160 .89 135,757 .80

| Islander Beach Lodge 1,760,320 .83 134,592 .80
|

| Super X Drug Store 1,749,120 .82 124,575 .74

Volusia County Senior
High School 1,592,480 .75 132,164 .78

K-Mart 1,517,568 .71 113,655 .67

Winn Dixie Store #2204 1.302.080 .61 93.316 ,55

21,178,974 9.94% $ 1,570,865 9.30%

|

|

|

|

|
|
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CITY OF NEW SMYRNA BEACH, FLORIDA Page 1 of 5 |

UTZLITIES C0hMISSION Table IX ;

GENERAL UTILITIES COMMISSION INFORMATION
1

l

THE COHMISSION
,

!

The Commission was established in 1965 and chartered in 1967 through the
passage of Chapter 67-1754, Laws of Florida, (The Enabling Act) which amended
the Charter of the City of New Smyrna Beach, Florida. Approved by referendum
vote of the citizens of New Smyrna Beach on October 24, 1967, the Enabling
Act created the Utilities Commission as an appointive body with full and
exclusive authority to the extent permitted by law over the management,
operation and control of~the City's utilities.

The commission consists of five members who are appointed by the City
Commission. Members are paid a salary of $100 each month. Officers of the
Commission consist of a chairman, vice-chairman, secretary-treasurer and
assistant secretary-treasurer elected by and from the membership which also
appoints a Director of Utilities. The Commission has the duty to fix rates
and the power to soll revenue certificates. All revenue certificates by the
Commission are obligations of the Commission. The Commission has no power to
pledge the full faith and credit of the City of New Smyrna Beach.

In a referendum held October 2, 1984, the voters of the City of New Smyrna
Beach approved amendments to the City Charter. The amendments limit a
Commissioner's tecm '.o three rears instead of five with no more than three
consecutive terms, require City Commission approval for extensions of_ utility
se rvices outside the city ' limits, give the City Commission the right to
review and approve the Commission budget, and require City Commission
approval before issuing or refunding revenue certificates and entering into
contracts exceeding four years.

j

The following information describes the five current members of the Utilities
Commission and the Director of Utilities. I

H. J. Van Auken. Chairman (term expires September, 1988)

Mr. Van Auken was employed by GTE Sylvania for thirty-five years before
retiring in New Smyrna Beach in 1976. As Plant Services Engineer, he was
responsible for electric, water, waste treatment, gas and bulk chemicals
se rvices at a GTE Sylvania facility in Pennsylvania. His responsibilities
included financial as well as engineering and operational management of these
plant services and administration of a $20 million annual budget. After his
retirement, Mr. Van Auken managed a local New Smyrna Beach business for three

|and one-half years before his appointment to the Commission in September,
1983.

Dallas D. Alsuo. Vice Chairman (term expires September, 1989)
l

Mr. Alsup has over twenty years of electric utility experience in the areas of
operations, accounting and management as an employee of Consumers Power
Company in Michigan. He is a graduate of Kansas State College (now Kansas
State University) and a World War II Army veteran with over five years service
and five Battle Stars. Mr. Alsup has lived in New Smyrna Beach since 1976 and
was appointed to the Commission in September, 1984

1
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UTILITIES COMMISSION Table IX
CITY OF NEW SMYRNA BEACH, FLORIDA Page 2 of 5
GENERAL UTILITIES COMMISSION INFORMATION

Richard L. Hiccinbotham. Secretary-Treasurer (term expires September 1989)

Mr. Higginbotham is President of Higginbotham Chevrolet-Oldsmobile, Inc. and
Higginbotham AMC Jeep-Renault, Inc., both in New Smyrna' Beach. He holds a
B.S. Degree in Industrial Management from Georgia Tech and has held
management positions in the automotive industry r.ince 1964, including 18
years with the Chevrolet Division of General Motors. He was previously
associated with IBM Corporation, and served for two years as an officer in
the U. S. Army Artillery. He is a director of the United Way of Volusia
County and also participates in several other industrial and community. service
organizations. Mr. Higginbotham was appointed to the Commission in September
1986.

William R. Fav. Assistant Secretarv-Treasurer (term expires September, 1990)

Mr. Fay holds a Bachelor of Science degree in Electrical Engineering from the
University of Minnesota and served three years as a pilot in the U.S. Army Air
Force. He was employed by Honeywell, Inc. of Minneapolis, Minnesota for
thirty-five years before retiring in New Smyrna Beach in 1980. He has held
different operational and managerial positions with Honeywell, including Test
and Field Engineer, Director of Engineering, Manager of Operations-Commercial
and Manager of Operations Residential. Mr. Fay was appointed to the
Commission in September, 1987.

Albert J. Verick. Commissioner (term expires September, 1988)
I

Mr. Verick has over forty years experience in the utility business with l
Commonwealth Edison Company of Chicago, Illinois which included operational
and managerial positions, a working knowledge of electrical distribution,

,

preparing five year budget planning for a 2,600 MW power plant, an operational |
understanding of sewage treatment, water treatment, deep wells and
environmental rules. He also has experience in personnel supervision
including time study surveys, salary reviews, training, safety, and union
grievances. Mr. Verick served four years in che U.S. Navy. He retired in
October, 1981 and moved to New Smyrna Beach in May, 1984. Mr. Verick was
appointed to serve the unexpired term of a prior Commissioner in September,
1987.

R. Ronald Hanen. Director of Utilities

Mr. Hagen has over twenty-nine years of progressively responsible municipal
utility management experience, including twenty years with the Jacksonville
Electric Authority (JEA) and over nine years with the Utilities Commission.
He has a degree from Jacksonville University and has substantially broadened
his background through attendance and presentation of papers at industry
seminars and conferences. During his tenure with the City of Jacksonville and
the JEA, he headed the Statistical and Accounting Department and was Division
Chief of the Budget and Cost Division and Director rf Construction and
Maintenance. Later he served as Director of Customer Ser'' ice, a position he
held until his retirement in 1976. In 1978 he was employed to fill the newly
created position of Controller for the Utilities Commission. Mr. Hagen was
appointed Director of Utilities in June, 1982.
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UTILITIES COMMISSION Table IX
CITY OF NEW SMYRNA BEACH, FLORIDA Page 3 of 5
GENERAL UTILITIES COMMISSICN INFORMATION |

1

THE UTILITIES SYSTEM
|

The municipal utilities system has been serving residents of New Smyrna Beach
,

sinec- before 1920. Today the Commission serves approximately 17,000 electric j
customers, over 8,800 water customers and over 7,000 sewer customers. The
electric utility is one of 33 municipal systems in Florida which together
serve more than 750,000 customers.

|

Electric System

The Commission currently provides electric service to all incorporated areas
of the City. The Commission's distribution lines also extend west and south
from the City limits to serve unincorporated areas. The service area of the
Commission's electric system is approximately 70 square miles.

Generation Resources

The system's power and energy requirements are met with a combination of self-
generation and purchased power.

The Commission's generating facilities include the W.E. Swoope Generating
Station which consists of three diesel engine generators with a combined
nameplate rating of 5,235 kW; the Diesel Plant located on Smith Street which
consists of four diesel engine generators with a combined nameplate capacity
of : 540 kW and three 2,000 kW quick-start remotely controlled peaking units;
the Notch Causeway Plant 750 kW diesel peaking unit; and the Glencoe Road
Plant 750 kW diesel peaking unit.

|
The Commission owns a 0.5608% undivided interest in Florida Power Corporation

|(FPC) Crystal River No. 3 Nuclear Unit (CR-3), with a maximum nameplate ;capacity of 4,991 kW available to the Commission. FPC operates CR-3 on behalf
of itself, the Commission and ten other participants pursuant to a
participation agreement. CR-3 is used as a primary base load resource of the
Commission's electric system.

The Commission's total installed nameplate generation capacity, including
|CR-3, is 24,266 kW, which provided approximately 15% of the Commission's total

energy requirements during Fiscal Year 1987. j
;
,

Purchases from Florida Power and Light Company (FPL), Orlando Utilities
Commission (OUC), Florida Municipal Power Agency (FMPA) and economy purchases

;under the Energy Broker system have provided the remainder for the |

Commission's power and energy requirements. The Commission has executed
interchange agreements providing for the purchase and sale of economy energy
with FPL and eighteen other investor owned and municipal utilities in Florida.

St. Lucie Nuclear Proiect

The Commission's electric system is currently one of twenty-eight
individual municipal electric systems within the state which are members of
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UTILITIES COMMISSION Table IX
CITY OF NEW SMYRNA BEACH, FLORIDA Page 4 of 5

'

GENERAL UTILITIES COMMISSION INFORMATION

St. Lucie Nuclear ProjrILt; (Continued)
1

the Florida Municipal Power Agency (FMPA). FMPA is a joint action power
agency which was formed to provide bulk electric power to its members through-

joint cooperation with other electric utilities in Florida. The Commission
has agreed to purchase 9.884 percent or approximately 7 megawatts, of FMPA's
entitlement share in the St. Lucie_ Project. The Commission also has a
reliability exchange agreement through the FMPA to exchange 50% of its output
from St. Lucie No. 2 for a like amount from St. Lucie No. 1.

Enerny Control Center

The Commission has operated an Energy Control Center since April, 1977, which
is staffed around the clock by power coordinators who schedule the economic
loading of its generating resources and the interchange of power over the
interconnection with FPL using a supervisory control and data acquisition
(SCADA) system. Telemetering of tie line energy is provided along with "hot
line" voice communication and teletype circuits to all major power system
control centers in Florida. A computer terminal provides access to the
Florida energy broker system.

Transmission and Distribution Facilities

The Commission's transmission facilities consist of three major
installations: the 115 kV/23 kV Smyrna and Field Street Substations and the
115 kV transmission line between the two. The distribution system is supplied
from the Swoope Station and the Diesel Plant as well as from the Smyrna'and
Field Street Substations. There are eight 23 kV/4 kV and two 23 kV/13 kV
substations on the Commission's distribution system. Energy is delivered to
customers by a network of 23 kV/13 kV and 4 kV lines. A number of residential
developments are now being served by underground electric facilities.

WATER SYSTEM

The current service area of the Commission's water system is an area of
approximately 15 square miles, most of which is located within the City. The !Commission also provides water service to the unincorporated south beachside
area.

The raw water supply is derived from twelve wells drawing from the Floridian
Aquifer. Seven wells, with a total capacity of 7.8 million gallons per day
(MGD) are located at the Glencoe Road Water Treatment Plant site. During FY1982, five additional wells were constructed and put in operation. In FY1987, a sixth well was put in operation. These additional wells are located

miles vest of the Glencoe Treatment Plant and are over ten miles inland
seven
to mitigate salt water intrusion. The additional six wells increased totalcapacity from 7.8 MCD to 11.0 MGD.

The raw water supply is proj ected to be sufficient through 1995. TheCommission has implemented both a salt water intrusion monitoring program and
water supply management program to ensure the continued cost effective usea

of existing facilities.>
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UTILITIES COMMISSION Table TX
CITY OF NEW SMYRNA BEACH, FLORIDA Page 5 of 5
GENERAL UTILITIES COMMISSION INFORMATION

Water System (continued)

Raw water is treated at the Glencoe Plant, which provides complete water
treatment, including aeration, softening, pH adj us tment , filtration,
fluoridation and disinfection. The facility has a capacity of 6.2 MGD, and
was designed for future expansion. Since its completion in 1977, this plant
has received numerous top honors from the Florida Department of Environmental
Regulation.

The storage, transmission and distribution system includes 4.62 million
gallons of storage capacity, three pumping stations, and approximately
140 miles of transmission lines.

POLLUTION CONTROL SYSTEM

The present se rvice area of the Commission's pollution control system
includes approximately ten square miles, located primarily within the City
limits. Maj or system facilities include the Pollution Control Plant and the
collection system.

The Pollution Control Plat.t, located on the North Causeway, was originally
constructed in 1964 as a 1.2 million gallon per day (MGD) plant. In 1981,
the plant was expanded to a capacity of 4.0 MGD. The expanded facility
utilizes the oxygenation activated sludge process whereby pure oxygen is used
for biological stabilization of sewage waste. This process was designed to
provide more than three times the previous treatment capacity and produce
better quality effluent, with fewer plant additions and lower capital
investment than a more conventional process would require.

The collection system includes approximately 130 miles of associated gravity
sewers and force mains. There are presently more than 50 wastewater lift

;
stations in service.

|
In the past few years substantial improvements have been made in order to
expand availability of service, improve operation and curb infiltration and
inflow sources. In 1981, sanitary sewer service was extended to five
previously unsewered areas within the City. A maj or collection system |extension into the unincorporated south beachside area was completed in 1984
to replace package treatment plants used by condominiums along the south
beach.
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

COMPARATIVE BAIAN(,E SHEETS
September 30, 1987, 1986, 1985, 1984, and 1983-

ASSETS ~1987 1986

UTILITY PLANT:.

In Service:
Electric system $ 39,102,122 $ 29,764,983
Water system 14,382,369 13,726,595-
Pollution Control system 17.921.301 17.516.011

71,405,792 61,007,589
Less: Allowance for depreciation and amortizdtion 20.949.088 19.164.023

50,456,704 41,843,566
Construction work in progress 1.692.246 2.646.613

UTILITY PLANT-NET 52.148.950 44.490.179

RESTRICTED ASSETS:
Debt Service funds 4,974,7S6 4,282,877
Renewal and Replacement funds:

Renewal and Replacement fund 1,735,570 2,991,558
Water and Pollution Control Connection Fee fund 1,851,205 1,848,519

Construction funds
Customers' deposits 887,456 764,268
CR 3 decommissioning fund 153.603 109.733

TOTAL RESTRICTED ASSETS 9.602.590 9.996.955

CURRENT ASSETS:
Cash 653,260 1,139,127
Investment - -

Accrued interest receivable 47,334 47,413
Accounts receivable (not of allowances of $57,401
$70,898, $70,755, $66,570, and $80,016
for doubtful accounts) 1,209,442 918,271

Unbilled accounts receivable 1,969,057 1,360,322
Due from other governments 48,893 74,275
Inventories 1,297,140 1,272,477
Prepaid expenses and other assets 150,701 109,563
Assessments receivable 102.639 114.355

TOTAL CURRENT ASSETS 5.478.466 5.035.803

DEFERRED CHARGES AND OTHER ASSETS:
Unamortized debt expense 631,730 546,456
Deferred charges and other assets 25,756 25,103
Assessments receivable - noncurrent 217.541 308.597

TOTAL DEFERRED CHARGES AND OTHER ASSETS 875.027 880.156

TOTAL ASSETS $68,105,033 $ 60,403,093
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1985 1984 1983
|
|

|

$ 28,647,262 $ 29,655,705 $ 26,900,862
13,321,248 12,396,688 11,006,185
17.368.078 16.472.265 15.942.561
59,336,588 58,524,658 53,849,608
17.575.992 17.394.821 15.734.884
41,760,596 41,129,837 38,114,724

1.656.018 2.306.190 4.339.379

43.416.614 43.436.027 42.454.103

4,357,878 4,247,817 4,165,204

1,937,957 1,543,920 464,709 l1,155,787 - -

2,314,408 3,509,755 4,462,844
673,636 660,209 882,734
68.173 - -

10.507.839 9.961.701 9.975.491

976,264 1,491,270 1,166,384
- 500,000 300,000

63,730 76,277 84,832

1,006,914 947,311 918,522
1,456,396 1,217,672 978,002

161,674 77,788 43,941
1,041,736 834,737 968,785

116,109 194,220 46,069
138.310 166.662 190.661

4.961.133 5.505.937 4.697.196

555,240 463,785 468,957
26,633 27,293 50,745

476.659 655.214 852.338

1.058.532 1.146.292 1.372.040

$ 59,944,118 $ 60,049,957 $58,498,830
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UTILITIES C0KMISSION
| CITY OF NEW SMYRNA BEACH, FLORIDA

COMPARATIVE BA1ANCE SHEETS
September 30, 1987, 1986, 1985, 1984, and 1983

LIABILITIES AND UTILITY EQUITY 1987 1986

|

UTILITY EOUITY:
Contributed capital $ 16,878,706 $ 15,607,920
Retained Earnings:

Reserved for not restricted. assets 6,250,672 7.155,961
Unreserved 1.477.076 2.394.966

7.727.748 9.550.927

TOTAL UTILITY EQUITY 24.606.454 25.158.847

LONG-TERM DEBT:
| Revenue certificates pnyable (net of

current portion) 37,855,000 30,890,000
Less: Unamortized debt discount 793.350 711.500

| TOTAL LONG-TERM DEBT 37.061.650 30.178.500

DEFERRED CREDITS AND OPERATING RESERVES:
Deferred compensated absences 329,214 299,404
Reserve for nuclear re fueling and

i
| maintenance outage 106,864 63,007

Reserve for nuclear plant decommissioning costs 153.603 109.733
,

'

TOTAL DEFERRED CREDITS AND OPERATING RESERVES 589.681 472.144

CURRENT LIABILITIES (Payable from restricted assets):
Accounts payable 296,238 283,548Customers' deposits 785,872 650,526
Revenue certificates payable (current portion) 940,000 730,000Accrued interest payable 1.329.808 1.176.920

3.351.918- 2.840.994

CURRENT LIABILITIES (Payable from current assets):|

Accounts payable 1,481,512 1,034,491
Accrued liabilities 689,301 556,684Due to other governments 324,517 161,433Energy cost adjustments payable - -

Nuclear fuel disposal fees payable - -

2.495.330 1.752.608

TOTAL CURRENT LIABILITIES 5.847.248 4.,593.602

TOTAL LIABILITIES 43.498.579 35.244.246

!

|

|

| TOTAL LIABILITIES AND UTILITY EQUITY $ 68,105,033 $60,403,093
:
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1985 1984 1983

$ 14,580,916 $ 13,591,323 $ 12,153,981

7,896,516 7,425,519 6,965,904
1.901.522 4.044.432 3.881.653
9.798.038 11.469.951 10.847.557

24.378.954 25.061.274 23.001.538

31,415,000 30,595,000 30,975,000
722.938 702.283 710.331

30.692.062 29.892.717 30.264.669

257,951 244,784 216,863

14,933 133,652 21,731
68.173 36.000 -

341.057 414.436 238.594
'h

163,858 163,381 409,014
556,411 561,969 810,116
700,000 560,000 530,000

1.191.054 1.250.832 1.260.457
2.611.323 2.536.182 3.009.587

1,152,989 861,238 1,368,524
480,477 414,801 381,431
287,256 156,082 234,487

- 567,755 -

- 145.472 -

1.920.722 2.145.348 1.984.442

4.532.045 4.681.530 4.994.029

35.565.164 34.988.683 35.497.292

$ 59,944,118 $ 60,049,957 $ 58,498,830
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UTILITIES COMMISSION
!

CITY OF NEW SHYRNA BEACll, FLORYDA

STATEMENT OF REVENUES, EXPENSES AND CHANCES IN RETAINED FARNINGS
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

1987 1986

OPERATING REVENUES:
Sales $22,234,268 $20,084,838
Other revenues 237.666 148.175

22.471.934 20.233.013

QEERATING EXPENSES:
Production expenses 11,962,054 10,631,343
Transmission, distribution and sewage collection 2,430,767 2,044,229
Customer accounting 614,138 565,057,Administrative and general 2,856,752 2,581,264
Required payments to the

City of New Smyrna Beach 1,301,571 1,209,499
State utilities tax 243,184 241,059
Depreciation 1.885.382 1.674.114

21.293.848 18.946.565

OPERATING INCOME 1.178.086 1.286.448
ADD: NONOPERATING REVENUE:

Interest earnings 665,119 818,337Other income 148,241 151,326Gain on disposal of fixed assets 289.962 1.630
1.103.322 971.293

TOTAL INCOME 2.281.408 2.257.741
LESS: NONOPERATING EXPENSES:

Interest and debt expense 2,583,191 2,421,468Other expenses 101,482 23,423Loss on disposal of fixed assets 34.369 59.961
2.719.042 2.504.852

NET INCOME (LOSS) BEFORE INFREQUENT
AND EXTRAORDINARY ITEMS (437,634) (247,111)

INFREQUENT ITEM:
Loss from sale of steam generating plant - -

NET INCOME (LOSS) BEFORE EXTRAORDINARY ITEM (437,634) (247,111)

EXTRAORDINARY ITEM:
Loss from defeasance of debt 1.385.541 -

NET INCOME (LOSS) (1,823,179) (247,111)

RETAINED EARNINGS - BEGINNING OF YEAR 9.550.027 9.798,038

RETAINED EARNINGS - END OF YEAR $ 7,727,748 $ 9,550,927
_

--_

--w

,
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1985 1984 1983

$19,395,812 $17,380,658 $15,061,672
140.166 141.069 124.191

19.535.978 17.521.727 15.185.863
|

10,637,458 8,686,618 8,241,667
1,868,923 1,710,284 1,420,397

547,952 496,921 400,372
2,311,726 2,214,716 2,079,755

|1,122,521 1,047,779 877,629
170,406 145,297 84,181

1.625.220 1.604.757 1.515.523
18.284.206 15.906.372 14.619.524

1.251.772 1.615.355 566.139

1,091,630 1,076,576 1,144,035
161,610 411,860 211,636 '

3.291 301 -

1.256.531 1.488.737 1.355.671
|

2.508.303 3.104.092 1.922.010

2,376,681 2,465,284 2,314,563
63,926 - -

560 16.414 34.313
2.441.167 2.481.698 2.348.876

i
I

67,136 622,394 (426,866)
|

532.377 - -

(465,241) 622,394 (426,866)

1.206.672 - -

(1,671,913) 622,394 (426,866)

11.469.951 10.847.557 11.274.423

$ 9,798,038 $.'.1,4 6 9 , 9 51 $10,847,557
. ____
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!UTILITZES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORTDA

STATEMENT OF CilANGES IN FINANCIAL POSITION
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

1987 1986

i SOURCES OF WORKING CAPITAL 1'

Operations:
Net income (loss) before. extraordinary item $ (437,634) $' (247,111)
Items not requiring working capital:
Depreciation and amortization 2,134,005 1,780,344
Increase in deferred compensated absences 29,810 41,453
Increase (Decrease) in unfunded nuclear

; re-fuel and outage reserve 43,857 48,074'

Increase (Decrease) in unfunded reserve
for nuclear plant decommissioning costs - -

(Gain)/ Loss on disposal of utility plant-not (255.593). 58.331

TOTAL FROM OPERATIONS BEFORE EXTRAORDINARY ITEM 1,514,445 1,681,091

Extraordinary loss from defeasance of debt (1.385.545) -

TOTAL FROM OPERATIONS AND EXTRAORDINARY ITEM 128,900 1,681,091

Contributions in aid of construction 1,270,786 1,027,004
.

Decrease in other assets (not) 90,403 169,592 !

Increase in other liabilities payable from
;restricted assets 510,924 229,671

Proceeds from sale of utility plant 333,985 4,693
Increase in reserve nuclear plant decommissioning -

costs 43,870 41,560
Proceeds from sale of revenue certificates (net) 7,780,063~ -

Decrease in restricted assets 394.365 510.884

TOTAL SOURCES OF WORKING CAPITAL 10.553.296 3.664.495

USES OF WORKING CAPITAL *
Additions to utility plant 9,773,409 2,896,711
Increase in restricted assets - -

Reduction of long-term debt 725,000 525,000
Expenses of sale of refunding revenue certificates 354,946 -

3 Decrease in other liabilities payable from
restricted assets '

- -

|

!
TOTAL USES OF WORKING CAPITAL 10.853.355 3.421.711 I

NET INCREASE (DECREASE) IN WORKING CAPITAL $ (300,059) $ 242,784
. . .....
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1985 1984 1983

$ (465,241) $ 622,394 $ (426,866)

1,716,276 1,742,271 1,633',401
13,167 27,921 35,032

(118,719) 111,921 (9,671)

(36,000) 36,000 -

529.646 _ 16.113 34.313
''

1,639,129 2,556,620 1,266,209

(1.206.672) - -

432,457 :2,556,620 1,266,209

989,593 1,437,342 953,048
179,215 220,576 277,429

! '

75,141 211,478 |
-

244,708 19,737 19,337

68,173 - -

1,436,219i- - -

- 1.175.614 2.680.403

3.425.506 5.409.889 5.407.904

2,456,659 2,746,825 3,255,812
546,138 1,161,824 1,681,608
505,000 380,000 355,000
237,887 - -

- 473.405 -
,

1

3.745.684 4.762.054 5.292.420 |

$ (320,178) $ 647,835 $ 115,484
l

t

t
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Fiscal Years Ended Septembet 30, 1987, 1986, 1985, 1984, and 1983

1987 1986
|

I

Increase Increase
(Decrease) (Decrease)

ELEMENTS OF NET INCREASE (DECREASE)
IN WORKING CAPITAL:

Cash $ (485,867) $ 162,863
Investments - - j
Accrued interest receivable (79) (16,317)
Accounts receivable (net) 291,171 (88,643)
Unbilled accounts receivable 608,735 (96,074)
Due from other governments (25,382) (87,399)
Inventory 24,663 230,741
Prepaid expenses 41,138 (6,546)

Assessments receivable (current) (11,716) (23,955)
Accounts payable (447,021) 118,498
Energy cost adjustments payable - -

Accrued liabilities (132,617) (76,207) i

Due to other governments (163,084) 125,823
Nuclear fuel disposal fees payable ~

- -

NET INCREASE (DECREASE) j
IN WORKING CAPITAL $ (300,059) $ 242,784 1

. .
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1985 1984 1983
.

Increase Increase Increase
(Decrease) (Decrease) (Decrease)

$ (515,006) $ 324,886 $ 752,888
(500,000) 200,000 (200,000)

| (12,547) (8,555) (10,233)
59,603 28,789 32,386

238,724 239,670 456,513
83,886 33,847 5,295

206,999 (134,048) (4,124)
(78,111) 148,151 14,964
(28,352) (23,999) 45,250

(291,751) 507,286 (769,495)
567,755 (567,755) -

(65,676) (33,370) (99,278)
(131,174) 78,405 (108,682)
145.472 (145.472) -

$ (320,178) $ 647,835 $ 115,484
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IUTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA.

I

SELECTED SEGMENT INFORMATION
i

September 30, 1987, 1986, 1985, 1984, and 1983

Pollution
Electric Water Control

,

System System System Total l
l

Seotember 30. 1987

Operating revenue $17,714,974 $ 2,925,916 $ 1,831,044 $22,471,934
Depreciation 1,034,223 337,457 513,702 1,885,382
Operating income (loss) 883,855 618,625 (324,394) 1,178,086
Required payments to City of

INew Smyrna Beach 1,020,323 173,449 107,799 1,301,571 j
Net income (loss) (572,267) (566,931) (683,981) (1,823,179) '

Contributions in aid of
construction 410,904 4,989,643 11,478,159 16,878,705

Utility plant acquisitions 9,712,604 741,641 273,531 10,727,776
Utility plant retirements 292,121 13,229 24,223 329,573
Revenue certificates payable 21,801,167 10,493,805 6,500,028 38,795,000 |Utility equity 6,533,557 7,036,566 11,036,331 24,606,454 |

l

gentember 30. 1986

Operating revenue $15,743,029 $ 2,735,021 $ 1,754,963 $20,233,013
Depreciation 856,322 323,705 494,087 1,674,114Operating income (loss) 955,089 600,565 (269,206) 1,286,448Required payments to City of

New Smyrna Beach 945,448 159,907 104,144 1,209,499 |Net income (loss) 23,446 174,454 (445,011). (247,111)Contributions in aid of
construction 384,069 4,297,608 10,926,243 15,607,920Utility plant acquisitions 1,316,215 434,503 153,051 1,903,769Utility plant retirements 198,494 29,156 5,118 232,768Revenue certificates payable 15,010,821 10,082,448 6,526,731 31,620,000Utility equity 7,078,989 6,911,462 11,168,396 25,158,847

Sentember 30. 1985

Operating revenue $15,473,671 $ 2,615,605 $ 1,446,702 $19,535 978Depreciation 837,482 309,663 478,075 1,625,220Operating income (loss) 1,134,359 584,151 (466,738) 1,251,772Required payments to City of
New Smyrna Beach 884,966 153,593 83,972 1,122,531Not income (loss) (685,780) (354,042) (632,091) (1,671,913)Contributions in aid of
construction 340,617 3,754,527 10,485,772 14,580,916Utility plant acquisitions 1,235,742 972,978 898,111 3,106,831Utility plant retirements 2,244,185 48,646 2,070 2,294,901Revenue certificates payable 15,246,330 10,236,900 6,631,770 32,115,000Utility equity 7,012,091 6,193,927 11,172,936 24,378,954
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t

Pollution- i
Electric Water Control
System System System Total

<

September 30. 1984

Operating revence $13,800,387 $'2,430,016 $ 1,231,324 $17,521,727
Depreciation 855,679 288,791 460,287 1,604,757
Operating income (loss) 1,503,949 601,921 (490,515) 1,615,355
Required payments to City of

New Smyrna Beach 831,409 141,522 74,848 1,047,779
Net income (loss) 899,502 267,326 (544,434) 622,394
Contributions in aid of
construction 302,273 3,191,546 10,097,504 13,591,323 '

Utility plant acquisitions 2,857,807 1,391,979 530,229 4,780,015
Utility plant retirements 102,959 2,005 104,964-

Revenue certificates payable 14,825,501 9,699,886 6,629,613 31,155,000.
Utility equity 7,659,527 5,984,988 11,416,759 25,061,274

.

'

Scotember 30. 1983
t

Operating revenue $12,026,330 $ 1,980,611 $ 1,178,922 $15.185,863-
Depreciation 794,560 268,117 452,846 1,515,523 .

Operating income (loss) 611,392 352,852 (397,905) 566,339 ;Required payments to City of
New Smyrna Beach 694,580 113,909 69,140 877,629

Net income (loss) (23,530) 41,587 .(444,923) (426,866)
, Contributions in aid of ,

' ,construction 264,161 2,485,925 9,403,895 12,153~981 I,
Utility plant acquisitions 1,140,396 1,316,508 798,908 3,255,812 l

Utility plant retirements 95,943 28,323 4,181 128,447
| Revenue certificates payable 14,994,925 9,793,592 6,716,483 31,505,000

Utility equity 6,721,913 5,012,041 11,267,584 23,001,538

!
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UTILITIES COMMISSION-
CITY OF NEW SMYRNA BEACll, FIARIDA

SCHEDULE OF REVENUE CERTIFICATE COVERAGE
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

1987 1986

Gross Revenue Per Certificate Resolution
Operating revenues $22,471,934 $20,233,013
Interest and other income (excluding

construction fund interest earnings) 813,360 876,820
Connection fees 1,180,590 958,390
Assessment collections 101.891 190.943

24.567.775 22.259.166

Excenses Per Certificate Resolution
Operating expenses 21,293,848 18,946,565
Less: Depreciation expense (1,885,382) (1,674,114).

| Required payments to che City (1.301.571) (1.209.499)

i 18.106.895 16.062.952

INCOME AVAILABLE FOR DEBT SERVICE 6.l.60.880 6.196.214

Annual Debt Service Reauirements
Principal 515,000 495,000
Interest (less accrued interest from issuance) 2,660,317 2,362,465
Less: Interest funded from construction

fund monies . .

3.175.317 2.857.465

COVERAGE RATIO (TIMES) 2.03 2.17
.. ..

|
!

!

11

I
!
|

|

! O
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'1985 1984 1983

.

$19,535,978- $17,521,727 $15,185,863

1,010,940 1,100,738 837,868
806,705 1,216,240 448,832
210.910 191.210 260.404

21.564.533 20.029.915 16.732.967
.

,

18,284,206 15,906,372 14,619,524 -

(1,122,521) (1,604,757) (1,515,523)-
(1.625.220) (1.047.779) (877.629) -

i

15.536.465 13.253.836 12.226.372

6.028.068 6.776.079 4.506.595 '

i
365,000 350,000 345,000

.

'

2,429,728 2,506,508 2,525,534 !

- - (351.125)

2.794.728 2.856.508 2.519.409
'.

2.16 2.37 1,79

i

!

' l

:
I

|

|

!

1
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UTILITIES COMMISSION-
CITY OF NEW SMYRNA BEACH, FLORIDA

SCHEDULE OF SELECTED FINANCIAL RATIOS
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984,-and 1983

1987 1986

Current ratio current assets (unrestricted)
divided by current liabilities (for unrestricted) (Times) 2.20 2.87

Quick ratio - current assets (unrestricted)
less inventories divided by current liabilities

(for unrestricted) (Times) 1.68 2.15

Current assets (unrestricted) divided by
j total assets (Percent) 8.04% 8.34%

Current liabilities (total) divided by
total liabilites (Percent) 13.44%. 13.03%

1

Current liabilities (unrestricted) divided by
.

. js

total liabilities . ' . (Percent) . 3.745 4. !.t ? % i

Current liabilities Notal) divided by
, j

'"
,

| utility equity \ (Percent) 23.ict 18.26% 1

l, s, o
Contributed capita?gdividui by ' 5* '

,

'

utility equity ( (PerceQt) 63.59% 67. 0b- 'a
* '

| Total liabilities divided by '
.1

'

s

utility equity N (Times) 1,77 1.40,

-

Revenue certiff.cato debt (net) divided by ,

N 1

jutility equity (Times) . l.51 1.20'
,

r '
w,

,.

Current liabililies (total) divided by \
'

1 ( ,,

total assets (Pergent) J .50% "$ 7.60%
,

Long-term debt divided by g s -s
< n s s

I total assets (Perient) 54.42% '49.96%
-

s

Total liabilities divided by
total assets .

(Percent) 63.'87% '68,35%
-u

Sales divided by avetage
accounts receivuble (Times) 21.12 21.02

Average coll,'ccioi period - average billed '

jaccounts recef % 1a. divided by '

average' daily sa,le's (Days) 17.04'- 17.13-
,

'

t
,

3 - ,- .

N(s
,,

\' '
,

,
. g . w %,
,

s

'.'
(

6h " )
s_. ,

,

j s
. <rn
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%

1985 1984 1983

[

2.58 2.57 2.37

{ 2.04 2.18 1.88

8.28% 9.17% 8.03%

12.74% 13.38% 14.07%

5.40% 6.13% 5.59%

18.59% 18.68% 21.71%

59.81% 54.23% 52.84%

1.46 1.40 1,54>

1.26 1.19 1.32

7.56% 7.80% 8.54%

R
"

51.20% 50.47% 52.14%

59.33% 58.27% 60.68%
;

19.99 18.78 16.98

18.01 19.17 21.20

L
,

I
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SEMINOLE ELECTRIC COOPERATIVE, INC.

REPORT ON EXAMINATION OF FINANCIAL STATEMENTS

for the years ended December 31, 1987 and 1986

,

1
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l
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Coo 3ers
&Lyarand '

Board of Trustees
Seminole Electric Cooperative, Inc.:

k'e have examined the balance sheets of Seminole Electric Cooperative, Inc. as of
December 31, 1987 and 1986, and the related statements of revenue and expenses
and patronage capital, and changes in financial position for the years then
ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordinF y, included such tests of the accounting records andl

such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the
financial position of Seminole Electric Cooperative, Inc. as of December 31, 1987
and 1986, and the results of its operations and the changes in its financial
position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.

$ Sh kN
l

|

Tampa, Florida
February 26, 1988

i
i

.
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:

STATEMENTS OF REVENUE AND EXPENSES AND PATRONAGE. CAPITAL
'for the years ended December 31, 1987 and 1986

,

1987 1986

Operating revenu'e $368,372,877 - $363,892,965

Operating expenses:
Operation:

Fuel 161,047,011 158,109,131
Other production expenses 23,474,306 23,271,260 ,

Purchased power 36,225,455 30,432,376
Transmission 31,268,991 32,017,590
Administrative and general 15,470,403 15,735,932

Depreciation and aeortization of plant 23,697,480 24,344,537
i Lease of coal-fired plant 28,920,686 31,627,122

Taxes other than income 10,050,491 10,082,886
Federal and state income taxes 600,000 - -

Write-off of deferred charges 42,703 896,406
330,797,526 326,517,240

Operating margins before interest charges 37,575,3,51 37,375,725

Interest charges:
Long-term obligations 57,240,962 58,318,194
Current obligations 231,366 1,699,624
Less interest capitalized (41,520) (379,394)'

! 57,430,808 59,638,424

Operating deficits (19,855,457) (22,262,699) !

PatronaFe capital credsts 439,836 556,411 :

Net operating deficits (19,415,621) (21,706,288)

Nonoperating margins:
Arortization of deferred gain on sale

of tax benefits, net 20,685,221 20,938,344 ;

Interest income 4,620,308 4,682,576 ;
Other incore 130,375 115,836

|
| <

i

Net margins 6,020,283 4,030,468 ]
|

| Patronage capital, beginning of year 18,405,150 14,374,682
| Patronage capital retirements (1,007,617) |-

Patronage capital, end of year i 23.417.816 i 18.405.150

>

See accompanying notes.

3
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STATENENTS OF CHANGES IN FINANCIAL POSITION
for the years ended December 31, 1987 and 1986

1987 1986
Funds provided by:

Operations:
Net margins 4 6,020,283 $ 4,030,468
Add (deduct) items not affecting

working capital:
Depreciation and amortization 25,445,743 26,529,769
1987 precollected revenue 6,358,630 -

Lease expense not requiring working capital 3,569,293 3,560,955
Urite-off of deferred charges 42,703 896,406
Amortization of deferred gain on sale

of tax benefits (21,506,174) (21,833,692)
Amortization of deferred gain on

sale / leaseback of plant (1,388,355) (1,409,200)
Patronage capital credits (439,836) (556,411)
Total funds provided by operations 18,102,287 11,218,295

,

Decrease in leased assets 2,309,061 6,313,847
Decrease in investeents 27,317,030 -

Decrease in deferred charges 45,861,706 - ,

Increase in long-term debt 35,187,701-

Increase in deferred credits / gain 5,587,816 842,654

Total funds provided i 99.177.900 s 33.562.497

Funds used for:
Increase in utility plant $ 456,996 $ 11,358,135
Increase in investments 93,282-

Increase in deferred charges - 6,050,434
Payments of patronage capital credits 1,007,617 -

! Payments of long-term debt 1,535,866 446,761
| Decrease in construction payables 4,637,311 9,597,467

i

Decrease in long-term debt, primarily prepaycents 25,284,489 |
-

Decrease in capital lease obligations 2,412,856 6,541,489
1

' Decrease in other long-term liabilities 31E,092 715,438 -

I Increase in working capital 63,524,673 18,759,491

Total funds used i 99.177.900 1 53.562.497 I

i
l !

,

i See accompanying notes. |
| I

(Continued)
|
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STATEMENTS OF CHANGES IN FINANCIAL POSITION, Continued
for the years ended December 31, 1987 and 1986

1987 1986
Changes in components of working capital

Increase (decrease) in current assets:-

Cash $ 293,023 $ (1,164)
Cash investments 8,295,689 -

Receivablea 6,165,142 (14,753,194)
(5,323,915)'

Unbilled revenues -

Inventories (2,504,526) 10,070,452
Prepayments and other (66,024) (1,665,160)

12,183,304 (11,672,981)
,

Increase (decrease) in current liabilities:
Notes-payable (47,888,759) (28,654,474)
Current portion of long-term debt 611,362 1,316,425 t

Obligations under capital leases 223,506 199,949
Accounts payable and accrued liabilities (4,020,798) (788,672)
Accrued interest and taxes (266,680) (2,505,700)

,

(51,341,369) (30,432,472)

Increase in working capital i 63.524.673 1 18.759 4913

,

i

|
|1

,

l

|
I'

.

See accompanying notes.

|
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NOTES TO FINANCIAL STATEMENTS

;

1. The Cooperative:

Seminole EJectric Cooperative, Inc. (Seminole) is a generatio'n and
transmission cooperative. It is responsible for. meeting the electric' power
and energy needs of its eleven distribution cooperative members operating.
within the State of Florida. Seminole's rates are established by its Board

,

of Trustees, which is composed of representatives from each member
cooperative.

~

Seminole constructed and operates two coal-fired generating facilities
(Seuinole Unit No.1 and Unit No. 2) near Palatka, Florida with approximately;

600 megawatts of output per unit. These units are connected to the Florida
bulk power supply grid through Seminole's 230 KV transmission lines and -

associated facilities. On January 31, 1984, Unit No. 1 commenced commercial
operation. Unit No. 2 began commercial operation on December 31, 1984.

In addition, Seminole holds a 1.6994% undivided ownership interest in the
Crystal River Unit No. 3 (CR3) nuclear power plant operated by Florida Power
Corporation. Seminole also owns various transmission lines connecting
individual members to the Florida bulk power gric'.

2. Summary of Significant Accounting policies:

Seminole maintains its accounts in accordance with policies prescribed or
permitted by the Rural Electrification Administration (REA), whose policies
conform with generally accepted accounting principles in all material
respects. The more significant accounting policies are as follows:

Utility Plant - Utility plant owned by Seminole is stated at original cost.
Such cost includes applicable supervisory and overhead cost, plus net '

'

interest charged during ct,nstruction. The cost of maintenance and repairs
including renewals of minor items of property, is charged to operating
expense. The cost of replacement of depreciable property units, as
distinguished from minor items, is charged to utility plant. The cost of
units replaced or retired, including cost of removal, net of any salvage'

value, is charged to accumulated depreciation. Leased utility plant and;

i transportation equipment is valued at the total net present value of minimum
lease payments, less related amortization.

Operating Revenue - Seminole has wholesale power contracts with each of its
members, whereby the members must purchase all electric power and energy
which the member shall require for its system within the State of Florida
from Seminole to the extent that Seminole shall have such power and energy
and f recilities available. Members may continue to purchase from other
suppliers under existing contracts, unless Seminole shall request that the ,

member terminate such contracts, subject to the approval of REA. Subsequent I

to January 31, 1984, the only power supplier other than Seminole has been the
Southeastern Power Administration, which provides approximately 2% of the
total energy required by all members.

(Continued)
l
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NOTES TO FINANCIAL STATEMENTS, Continued

(

2. Summary of Significant Accounting Policies, continued:

Operating revenue consists primarily of sales of electric power and energy by
Seminole and a facilities use charge for Seminole's transmission lines
serving a single member cooperative. Member revenues include amounts
resulting from a fuel adjustment clause which provides for billings to
reflect increases or decreases in fuel and fuel related purchased power
costs. The adjustment factor is based on costs projected by Seminole for a -
twelve-month period. Any overrecovery or underrecovery of costs plus an
interest factor are to be refunded or billed to the members semi-annually .
Overrecoveries of $1,522,520 at December 31, 1987 ar.d $2,862,198 at

December 31, 1986 are recorded as accounts payable and accrued liabilities
until refunded.

During 1987, Seminole's Eoard of Trustees adopted revenue precollection
riders to member rate schedules. These riders, approved by REA, provided for
the precollection of revenues for the cycle billing conths of January through
December 1987 for costs to be incurred in 1988. As a result, in 1987
operating revenue has been reduced and deferred credits increased by
$ 6,35 8,630.

Included in operating revenue for the years ended December 31, 1987 and 1986
are approximately $337 and $338 million of revenue from members, of which
approximately $28 and $24 million are included in receivables at December 31,
1987 and 1986.

Depreciat?on and Amortization - Seminole provides for depreciation on owned
utility plast using the straight-line method at annual composite rates which
will amortize the original cost of depreciable property over its estimated
useful service 11fe. The rates for 1987 and 1986 were as follows:

1987 1986

Coal-fired production plant 3.10% 3.10%
Nuclear production plant 3.20% 3.20%
Transmission plant 2.75% 2.75% i
General plant 6.62% 5.271 |

!
|

Amortization of leased assets under capital leases amounted to $2,375,395 and j
$2,078,265 in 1987 and 1986, respectively. These amounts, adjusted for |

timing differences of $421,609 in 1987 and $301,898 in 1986, equal the I

reduction in the related obligation durin6 the respective periods.

|

(Continued)
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NOTES TO FINANCIAL STATEMENTS, Continued

2. Sucmary of Significant Accounting Policies, continued:

During 3987, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 92 (SFAS 92), "Regulated Enterprises -,

Accounting for Phase-in Plans." SFAS 92, which is effective in 1988,
specifies criteria for deferral of allowable costs under phase-in plans,
which include certain capitalized leases. The applicability and impact of
SFAS 92 cannot be determined as of year-end.

Estimated costs of removal and disposal of nuclear production plant to be
incurred in the year 2022 are being provided for on an unfunded sinking fund
basis.

Accrtization of Deferred Cain - Deferred gain on sale of tax benefits is
being amortized on a straight-line basis over five years ending in 1988 and
is net of fees in the amount of $820,953 and $895,348 in 1987 and 1986,
respectively. Deferred gain on sale / leaseback of plant is being amortized
over the base lease term of 25 years commencing in 1985 and is reflected as a
reduction of operating expenses.

Capitalization of Interest - In accordance with procedures permitted under
the Uniform System of Accounts prescribed by the REA, a portion of interest
on borrowed funds, at average rates of approximately 9.69% and 9.65% for 1987 ;

and 1986, respectively, is capitalized as a component of the cost of
construction work in progress, and is reflected as a reduction of interest
expense. Total interest costs incurred in 1987 and 1986 amounted to $93
million and $97 million, respectively, which includes the implicit interest
portion of lease payments for capital leases.

Deferred Charges - At December 31, 1987 and 1986 def erred charges consisted
'

of unamortized debt expense and related prepayment penalties, pre-coumercial
operating costs of owned production plant, depreciation and interest expense
on certain transmission lines and production common facilities prior to
commercial operation of Unit No. 2, and other miscellaneous deferred detits. ,

These costs will be recovered primarily through rates over various :
'

acortization periods. Certain costs of forced outages experienced in 1983
and 1985 included at December 31, 1986 were recovered through litigation
settled in 1987.

Deferred Credits - At December 31, 1987 and 1986, deferred credits included
deferred lease expense and a reserve for CR3 decommissioning costs. ,

'

Additionally, precollected revenue and a reserve for cosi:s related to certain
generating facilities were included at December 31, 1987.

l

|

|

|

I

,
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NOTES TO FINANCIAL STATEMENTS, Continued

3. Utility Plant:

Utility plant at December 31, 1987 and 1986 was as follows:

1987 1986 ,

Owned property:
Coal-fired plant $541,133,094 $ 542,802,274
Ownership (1.6994%) in nuclear plant 9,463,959 9,308,929
Transeission. plant 79,593,313 79,355,413

-General plant 18,650,861 12,398,620
Acquisition adjustment 557,90_2 557,902

649,399,129 644,423,138
Leased property under capital leases:

Coal-fired plant 332,761,609 332,695,275
Transportation equipment 82,190,812 82,190,812

1,064,351,550 1,059,309,225
Construction work in progress 1,857,328 7,504,308

1,066,208,878 1,066,613,533

Accuculated depreciation (76,207,170) (56,787,029)
Accuculated amortization of leased assets (7,595,872) (5,220,477)

(83,803,042) (62,007,506)

i 982.405d31 s_1.004.8_06.027

4. Investeents in Associated Organizations:

Investeents in associated organizations at Decenber 31, 'L987 and 1986
consisted of the following:

1987 1986
Florida Rural Electric Cooperative

Association $ 10,017 $ 10,017
National Rural Utilities Cooperative

Finance Corporation (CFC):
Membership 1,000 1,000
Capital Term certificates 1,403,264 1,403,264
Subordinated Term Certificates 9,031,456 9,031,456
Patronage Capital Certificates 2,275,534 2,024,063

Columbia Pank for Cooperatives (CEC) 552,984 459,365
Other 121,506 100,548

111395.761 $ 13_ ._029 . 713

5. Long-Term Liabilities:

Construction Payables - In 1987 and 1986, construction payables consisted of1
' unsecured obligations due vendors and contractors. Such amounts are

generally financed through long-term borrowings or investments; accordingly,
construction payables are classified as lone-term liabilities.

1 (Continued)
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NOTES TO FINANCIAL STATEMENTS, Continued

5. Long-Term Liabilities, continued:

Long-Term Debt - At December 31, 1987 and 1986, long-term debt consisted of:

First mortgage notes payable to Federal 1987 1986

Financing Bank (FFB), guaranteed by REA,
principal due in various installments
through 2020, interest at 7.221% to
10.983%. $466,380,479 $491,349,490

First mortgage notes payable to REA,
principal due in various insta11eents ,

through 2010, interest at 5% 5,757,415 5,834,757

Pollution control revenue bonds,
payable to the Putnam County Development
Authority, guaranteed by CFC, principal
due in various installments through 2014, -

interest at adjustable rates, currently
5.10% and 6.05% 161,000,000 162,100,000

First mortgage notes payable to CFC,
principal due in various installments i

'through 2019, interest at adjustable rates,
currently 8% and 11% 8,337,269 8,399,909 .

- 641,475,163 667,684,156 |
Less current portion (2,139,344) (1,527,982) ,

l

_$639.335 81c 1666.156.174t 3

The estimated maturities and annual sinking fund requirements of all'

lon g- term debt for the four years subsequent to Dececher 31, 1988, are
presented below:

i Annual Maturities
and Sinking Fund

Year ending December 31, Requirements
i

1989 $2,920,000 |
;

1990 $4,610,000 I

i 1991 $5,804,000 j

| 1992 $6,459,000 '

|)
j Obligations Under Capital Leases - The following is a schedule of future l

i lease payments under capital leases together with the present value of the
net einimum lease payments as of December 31, 1987: |

i

j (Continued)

1
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NOTES TO FINANCIAL STATEMENTS, Continued ;

4

5. Long-Term Liabilities, continued:

Year ending December 31,

1988 $ 39,828,210
1989 39,828,210
1990 44,442,940
1991 45,146,228
1992 45,146,228
Later years 727,127,725

Total minimum lease payments 941,519,541
Less: Amount representing interest (533,741,383)

Present value of minimum lease
payments i_407.778.158

De utility plant and transportation equipment leases provide for renewals
and options to purchase at fair market value at various dates or upon
expiration. The Unit No. 2 lease contains a variable interest component

'

which could affect future lease payments.

Substantially all owned assets and leasehold interests are pledged as
collateral for the above mentioned debt to the United States of America (REA
and FFB), CFC and CBC.

! '

6. Net Margins and Equity Restrictions:

Under provisions of the agreeeents relating to the REA cortgage notes, until
the total of equities and margins equals or exceeds forty percent of total
assets, the distribution of capital contributed by members is limited
generally to twenty-five percent of patronage capital and margins of the next
preceding year where, after giving effect to such distribution, the total
equity will equal or exceed twenty percent of total assets. Distribution may
be made, however, in such amounts as may te approved by the REA through
waiver of the aforementioned restrictions. During fiscal year 1987, such
distributions to members totaled $1,007,617.

|

The REA mortgage requires Seminole to maintain, on a calendar year basis, a
Times Interest Earned Ratio (as defined) of not less than 1.0 and a Debt
Service Coverage Ratio (as defined) of not less than 1.0, in each case using
an average of the two best years of the last three. An RIA stipulation ;

arising from the sale of tax benefits requires Seminole to design its
'

wholesale rates to provide an annual Times Interest Earned Ratio (as defined)
of not less than 1.05.

1
i

11 ,
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NOTES TO FINANCIAL STATEMENTS, Continued

7. Notes Payable:

Seminole had available lines of credit of $84,000,000 of which none was drawn
at December 31, 1987. The interest rate is approximately the prime rate, as
defined. REA poJicy governs use of these funds.

8. Income Taxes:

Seminole is subject to state and federal income taxes on the amount of
, nonmember incore earned. Seminole's ratemaking methods provide that income

taxes are recognized as expense and are recovered through rates when
currently payable. In addition, incoce tax credits are accounted for as a
reduction of taxes currently payatie in the period utilized. Differences in
certain items of income and expense for tax and financial reporting purposes
result priearily from depreciation, amortization and write-off of deferred
charges, and acortization of deferred gains on sale of tax benefits and
sale / leaseback of plant. In 1987 and 1986, income tax losses resulted after
application of net operating loss carryforwards. However, due to the new
alternative einitum tax provisions enacted by the Tax Ref orm Act of 1986,
Seminole was limited in 1987 in utilizing net operating loss carryovers,
which resulted in alternative minimum tax liabilities for federal and state :

purposes in the amounts of approximately $510,000 and $90,000, respectively.
This arount is included in accrued liabilities at December 31, 1987. The
$600,000 of alternative minicum taxes charged to operations in 1987 will be
available as a tax credit to offset regular income taxes in future years.

1

Since Seminole became taxable in 1981, deferred Uxes have not been provided
on approximately $148 million of timing diiterences. Current ratecaking
practices provide future recovery of taxes related to timing differences
previously flowed through. Approxicately $148 million and $13 million of net
operating losses and incoce tax credits, respectively, are available to
offset future taxable incoce and resulting tax listilities through the year

,

2001. However, Seminole may be subject to alternative minimum tax in future :
periods due to limitations on utilization of such net operating loss and
income tax credit carryovers.

During 1987, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 96, "Accounting for Income Taxes." This
standard, which is effective in 1989, adopts the liability method of
accounting for deferred income taxes. The effect on Seminole's financial '

Istatements has not been determined.

;

;

!

j 12 |
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NOTES TO FINANCIAL STATEMENTS, Continued

9. Retirement Plan:

Substantially all employees of the cooperative -participate in the National
Rural Electric Cooperative Association (NRECA) Retirement & Secu:ity Program
(the Program), a defined benefit pension plan qualified under Section 401 and
tax-exempt under Section 501(a) of the Internal Revenue Code. Seminole makes
annual contributions to the program equal to the amounts accrued for pension
expense except for the period since July 1, 1987, when a moratorium on
contributions has been in effect due to reaching full funding limitation. In

this multiemployer plan, which is available to all member cooperatives of
NRFCA, the accumulated benefits and plan assets are not determined or
allocated separately by individual employer. The total pension expense for
1987 and 1986 was $431,000 and $973,000, respectively.

10. Commiteents:

Seminole is purchasing coal for the plant under icng-term contracts expiring
in 2010. Contract terms specify minimum annual purchase commitments and
prices, which are subject to adjustment for changes in costs. In addition,
Seminole has lon g-term contracts for coal transportation. Contract terms
include a minimum cost as determined by a base quantity of tons shipped and
prices, which are subject to adjustment for changes in costs. Total charges
under these agreements were approximately $118,000,000 in 1987 and
$171,000,000 in 1986.

13
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Certified Public Accountants

(Wicks, Brown, Williams &Co.)
140 South Commerce Avenue, Post Offce Box 587, Sebnng, Florida 338714587 * (813) 3821157

Charles F. Wcks, C.PA. (Retrod) Lake Placid
J. Rchard Brown, C.PA., PA. (813) 465-2835
Frak L. Whams, C.P A., P A.

Avon Park
Robert P. Marche *ka, C PA., PA.

(813) 453-7525W. Bruce Stratton, C.PA., P A.
0%h Om

Da';) E. Merrdi, C P A.
(813) 763-2354

Ssbring Utilities Commission
Sebring, Florida

We have examined the balance sheets of Sebring Utilities Commission as of
September 30, 1987 t .4 1986, and the related statements of retained earnings, source of
funds used for cons truct ion, and income for the years then ended . Our examinations we re
m de in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the
financial position of the Sebring Utilities Commission as of September 30, 1987 and 1986
cnd the results of its operations and source of funds used for construction for the years
than ended, in conformity with generally accepted accounting principles applied on a
consistent basis.

sA,6 wha
Wicks, Brown, Williams & Co,

November 17, 1987
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SEBRING UTILITIES COMMISSION

BALANCE SHEETS
SEPTEMBE R 30, 1987 AND 1986

1987 1986
ASSETS

]
PROPERTY, PLANT AND EQUIPMENT, at cos t :

Property, plant and equipnent in service $ 92,252,678 $ 91,040,4 70 ]Less: Accumulated depreciation 21,087,279 18,085,957 J
Total 71,165,399 72,954,513

Construction work in progress 471,911 284,417
Nuclear fuel, at amortized cost 431,002 450,833 )Total property, plant and equipment 72,068,312 73,689,763

RESTRICTED ASSETS:
]j Bond service account 3.129,243 3,365,523

j Sinking fund reserve 10,500,000 10,526,323
Renewal and replacement fund 365,544

}
-

Total restricted assets 13,994,787 13,891,846 J

CURRENT ASSETS:
Ccsh and temporary investments:

]Operation and maintenance fund 4,129,148 1,779,205
Residual working capital account 1,867,822 2,013,826

Accounts receivable , net of allowance for doubt ful
]accounts of $42,116 for 1987 and $228,231 for 1986 2,164,574 1,839,097

Inventories of fuel and materials 939,923 1,070,741
Prepaid expenses 123,298 157,508

]Total current assets 9,224,765 6,860,377 J

DEFERRED CHARGES:
Unamort ised bond expense 2,190,200 2,301,559

Total deferred charges 2,190,200 2,301,559

TOTAL ASSETS $ 97,478,064 $ 96,743,545

)

J
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[

[ LIABILITIES AND CAPITALIZATION

CAPITALIZATION:

( Long-term debt:

Revenue bonds payable $ 123,103,372 $ 119,307,234
Customer deposits 787,821 712,305

[
Notes payable 124,525 128,165

Total long-term debt 124,015,718 120,147,704

Equity:
(. Contributed by City of Sebring 712,647 712,647

htained earnings (deficit) ( 34,568,977) ( 30,773,926)
Total equity ( 33,856,330) ( 30,061,279)

{ Contributions in aid of construction 3,127,001 2,632,247
Total capitalization 93,286,389 92,718,672

LIABILITIES PAYABLE FROM RESTRICTED ASSETS:
( Bond principal and accrued interest 3,129,243 3,365,524

Total liabilities payable from restricted assets 3,129,243 3,365,524

( CURRENT LIABILITIES:
Revenue certificate payable - current po rt ion - 30,000
Accounts payable 659,055 222,615

( Notes payable - current po rt ion 36,657 23,951
Accrued expenses 366,720 382,783

Total current liabilities 1,062,432 659,349

(

[ TOTAL LIABILITIES AND CAPITALIZATION $ 97,478,064 $ 96,743,545

[
i

[

The notes to the financial statements are an integral part of this statement.
L
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SEBRING UTILITIES COMMISSION

STATEMENTS OF RETAINED EARNINGS
FOR THE YEARS ENDED SEPTEMBER 30, 1987 AND 1986

1987 1986

RETAINED EARNINGS-(DEFICIT) - BEGINNING OF YEAR $(30,773,926) $( 9,250,091)

( Net loss ( 3,795,051) (21,523,'835)

RETAINED EARNINGS (DEFICIT) - END OF YEAR $(34,568,977) $(30,773,926)

(

(

I

i
|

I

[

[

[

The notes to the financial statements are an integral part of this statement.,

|
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[ SEBRING LTTILITIES COMMISSION
STATEMENTS OF SOURCE OF FUNDS USED FOR CONSTRUCTION

FOR THE YEARS ENDED SEPTEMBE R 30, 1987 AND 1986

[

1987 1986

SOURCE OF FUNDS:
Funds derived from operations :

Net income (loss) $( 3,79.b051) $( 21,523,835)
Items included in net incot:e not requiring

(providing) funds :
Extraordinary loss on refunding bonds 16,418,583

(.
-

Depreciation 3,028,714 2,974,408
Amortization of nuclear fuel 91,886 92,226
Bond discount amortization 4,011,827 2,078,500

( Bond expense amortization 262,599 425,345
Total funds derived from operations 3,599,975 465,227

Decrease (increase) in net current assets ( 1,961,305) ( 96,508,485)
[ Funds from financing and other sources (uses):
L Increase (decrease) in accrued interest ( 208,280)-

Bonds redeemed or funded ( 360,000) ( 10,659,474)
Repay me nt of revenue certificate ( 30,000)

(
-

Decrease (increase) in deferred charges ( 6,929) 477,698
Net decrease (increase) in net restricted asset s ( 339,222) ( 2,430,439)
Contributions in aid of construction 494,754 566,956

( Customer deposits 75,516 72,745
Proceeds from long-term debt 34,847 126,180,383
Repayment of notes payable ( 38,487) ( 30,543)

[ Extraordinary loss on refunding bonds ( 16,418,583)-

L ( 139,521) 97,520,463

FUNDS USED FOR CONSTRUCTION $ 1,499,149 $ 1,477,205

CHANCES IN NET CURRENT ASSETS:
Increase (decrease) in current assets.

[ Cash and temporary investment s $ 2,203,939 $ 3,642,027
Accounts receivable 325,477 72,238)
Inventories of fuel and materials ( 130,818) 169,578
Prepaid expenses ( 34,210) 91,296

[ Decrease (increase) in current liabilities:
Revenue bonds payable - current po rt ion 89,966,815-

Revenue certificate payable 30,000 -

( Accounts payable ( 436,440) 451,887
Notes payable - current portion ( 12,706) 2,345,615
Accrued expenses 16,063 ( 86,495)

INCREASE (DECREASE) IN NET CURRENT ASSETS $ 1,961,305 $ 96,508,485

[

The notes to the financial statements are an integral part of this statement.r

r
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SEBRING UTILITIES COMMISSION

STATEMENTS OF INCOME
FOR THE YEARS ENDED SEPTEMBER 30, 1987 AND 1986

i

1987 1986

OPERATING REVENUE:
Sales $ 17,524,129 $ 16,449,987

( Other 297,570 311,328Total operating revenue 17,821,699 16,761,315

OPERATING EXPENSES 12,670,876 12,344,336

OPERATING INCOME 5,150,823 4,416,979

f INTEREST INCOME 1,243,310 1,157,664
6,394,133 5,574,643

INTE REST EXPENSE 10,189,184 10,679,895

LOSS BEFORE EXTRAORDINARY ITEM ( 3,795,051) ( 5,105,252)
( EXTRA 0RDINARY ITEM:

Los s on ref unding bonds (16,418,583)-

[ NET LOSS $( 3,795,051) $(21,523,835)

.

(

(

r
L

r
L

(

The notes to the financial statements are an integral part of this s t at ement .
P'
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SEBRING LTIILITIES COMMISSION

NOTES TO THE FINANCIAL STATEMENTS

!Note 1 - The Sebring Utilities Commission is an independent special district that is '

incorporated under the laws of the State of Florida.

Note 2 - Summary of Significant Accounting Policies:

( The financial statements have been prepared on the accrual basis of accounting
based upon the Uniform System of Accounts prescribed for electric utilities by the
Federal Energy Regulatory Commission and upon the Uniform System of Accounts for

( Water Utilities issued by the National Association of Regulatory Utility .

Commissioners.

Prope rty , plant and equipent are stated at cos t. Cons truction costs include
( payroll and the related costs, such as taxes, pension and other fringe benefits,

and allocation of indirect cha rge s for engineering , supe rvision and transportat ion
expenses. Construction period interest is capitalized. The amount of interest

[ cost capitalized in 1987 and 1986 was not material. The assets are depreciated
over estimated useful lives ranging from 5 to 50 years, using the straight-line
mthod of depreciation. A summary of property, plant and equipmnt and accumulated
depreciation is included in Note 9.

Maintenance is charged with the cos t of repairs of property, and the plant accounts
are charged with the cost of renewals and replacements.

Nuclear fuel is carried in the electric plant accounts at cos t , net of estimated
energy consumed. The amount consumed is charged to nuclear fuel expense.

( Amortization of energy consumd has been determined by the unit-of production
method, based on engineering estimates. Nuclear fuel expense does not include a
provision for salvage value nor a provision for future disposition costs.

Restricted fund investments and cash and temporary investments are carried at cost,
which approximates market.

( Electric rates include fuel adjustment provisions under which fuel and purchased
energy costs above or below the base level are billed or credited to customers.

[ Unbilled utility revenues are accrued based on the estimated usage between the last
meter reading dates and the end of the year.

Inve nto r ies a re stated at the lowe r of cos t or m rket. Cost is determined
[- generally on an average cost method, except for fuel inventory cost s, which are

determined using the last-in, fi rs t-ou t (LIFO) method. Reusable materials that
have been removed from service are included in inventories at the carrying value of

( similar new materials.

Issuance expenses related to the bonds payable are deferred and amortized over the
f

b
lives of the bonds using the bonds outstanding method. Discounts and premiums are
amortized using the interest mthod.

I
L
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( SEBRING LTIILITIES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS

Note 3 - Debt:

Aggregate amounts of debt maturing and sinking fund requirements during each of the

{
next five years ending September 30 are as follows:

Sinking
Maturities Fund / Combined

( ~ ' '1988 $ 1,576,657 $ $ 1,576,657-

1989 2,516,679 181,000 2,697,679
1990 4,031,152 820,000 4,851,152

( 1991 5,258,000 930,000 6,188,000-
1992 6,078,000 1,120,000 7,198,000
Later years 107,721,130 (16,A80,243) 91,040,887

I $T27,181,618 $(13,629,243) $113,552,375
( -_

;

Following is a summary of notes payable at September 30, 1987: h

Current Lo ng-Te rm
Portion Portion

Mortgage notes payable, bear interest at 8%
and 12% annually, due in 1992 and 1998 $ 7,406 $ 87,122

Equipment notes payable, bear interest at
8. 3 % t o 10. 5 % , d ue in 1990 and 1998 29,251 37,403

i E

$36,657 $ 124,525

f In September, 1978, the Commission provided for advance refunding on the Series
1964, 1973 and 1975 revenue bcnds (Ref unded Bonds) by the sale of $8,400,000
Utilities System Revenue Bonds (Series 1978) at.d Utilities Systk.a Special
Obligation Bonds (Series 1978A). From the ptor:eede of the sale of the two issues,
and other sources, sufficient monies were depejited into irrevocable escrow
accounts, a nd i nve s t ed in United States obligations that vill provide suf ficient

r funds for the payment of the maturing principal and interest on the Series 1964,
[ 19 73 and 19 75 outs tanding revenue bonds. In Ma rch , 1981, the Series 1981 Bonds

issued and a portion of the proceeds was used to refund the Series 1978 Bondswere
and in March and April,1986 the Series 1986 Bonds were issued and a portion of the

f proceeds was used to refund the Series 1981 and 1984 Bonds and the 1986 Notes an
the same manner that the 1978 Bonds ref unded pricer issues . The aggregate balance
of refunded bonds outstanding at September 30, 1987 amounts to $105,822,970.

The $16,418,583 extraordinary loss results from the 1986 transaction ret *uudib all
out standing bond issues.

.

.
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SEBRlhG IJrILITIES COMMISSIOO
NOTES TO THE FINANCIAL STATEMENTSy - -

Note 3 - Debt (Continued):
.

g The Series 1978 Bonds, the Series 1981 Bonds, the~ Series 1 B o nd s , the Series
f 1986 Bonds, and the. D86 Notes are secured by a pledge oi the net s evenus of the

The . p ie'.b of ne t,Commission. t revenues for the Series 1984 P,ond; sad "eries 1986,.

Notes is junior and subordin.hte to the pled e of net revenues Ier the series 1981C

{ and Series 1986 Bonda.

Series of 1986 Revenue tonds outstanding at September 30, 1987:

Capital Appreciation Series 1986A Serial Bonds,
maturing semi-annually from April 1, 1987 chrough

7 October 1, 1994, insured as to principal and interest,
zero coupon rate, 5.5% to 7.2% effective rate $ 29,425,000

Current Interest Series 1986A Serial Bonds, maturing
semi-annually from April 1,1995 through April 1, 2001,
insured as to principal and interest, 7.0% to 7.35%
coupon rate and ef fective rate 75,215,000

f Capital Appreciation Series 1986B Serial Bonds, maturing
semi-annually from April 1, 2001 through April 1, 2012,
uninsured, zero coupon rate, 11.5% ef fective rate 83,000,000

Capital Appreciation / Current Interest Series 1986B Termi

Bonds, uninsured, due October 1, 2020, zero - :oupon rate
until October 1, 2000, current interest commerces October 1,
2000, 11.5% ef fect ive race 60,800,000

Series 1986C, insured as to principal and interest,
maturing semi-annually from April' 1, 1988 through October 1, ,

1990, 9.25%~ eoupon rate and ef fective rate , 5,050,000
353,490,000

,

Una.mortized disc aunt (130,386,628)<

i
Tot al Long-term Portion i 123,103,372 '

Amount payable from restricted essets 3,129,243

( Total S 126,232,615
,

'

The bond resolutions provide, among other things, that a sinking fund and renewal
and replacement fund be established and funded and that the Commission mintain net
revenues of at least 1.10 times the a,qr egate debt service for the forthcoming
twelve-month period. At September 30, 1987, the Commission har enplied with
these requirements and there are no events of def ault as defineu in the bond
resolutions. The resolutions also provide for issuing additional parity
bonds. '

r
L
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SEBRING UIILITIES COMMIS$103 k a-

\' NOTES W THE F WAM IAL STATEMENTS
'<

i., s s
3

'
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Note; 3 '- Debt (Continued): es '. ,,

4 x

The 1981 Series Bonds'became callabhe during fiscalt 1985 and were reclassified 'as a,

current liability at Septembe 6 30,119857' %ce'ordingly, the 1986(statement of source-

of funds .used for. construction includes t $89,966,815 increase in net
current _aqsets' related to the' current portion of revenue bonds payadle.>

.; <

Note 4 - Employee ?ension Plan: s
' ,- s .,

Thd CG,n*dsion has a pension plan covering the majority of its . employees. Pens i
erUer se "a aounted ,co $95,979 and $116,066 in 1987 and 1986, respectively, includitg
amortization of prior service cos t over . forty years. .. The Commission's policy is to
fund all pension i outs on a current basis Unfunded prior seryice cost is zero at
September 30, 1987 and 1985'. Al l i nf o rma t ",oh is a s of Oc t o be r 1, 19 86, t hu ans tgt s

recent plan valyation ddte. The assumed rate of return used in determining "the-

(. actuarial present value of acc3mulated plan benefits was 8% for 1987 and ifl'6.

The plan had accumulated benefits' and net assets as of the'most recent valuationi

date as follows : *

September 30, '

1987 1986

Actuarial present value of accum$$ted benefits: \ \
'

Vested $1,745,144 7' '

91,583,382
Nonve ced x

- 41,59) 57,018
'

'

{
.. .

Total -

|s y" $1,786,743 $1,640,400 w
7 m -- xs

Net assets available f.|r benefite '? $2,994,745 S2,492g10;.y
{ "s '; \q

'
'

,
~ , r > -

aNote 5 - Inso hnce in Force:
'

' , ."
g

'

-1
' '

Coverage Limifg,

Workmen's Compensation 6 Employers Liability $. iOO,000

( Automobile
Bodily Injury & Property Damage f*

'
j'' Combined Single Limit $ 750,000

'

( ,

General Liability
Bodily Injury & Proputy talmage

Combined Singla Limit S 750,000

,
. ) , ,

Fire, Lightning and Extended Coverages
Buildings 6 Penonal Property $89,542,239

I Puels
L

$ 2,486,740 (
loiler 6 Machinery { . $10,000,b00''

.

L
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SEBRING LTrILITIES COMMISSION
.g - NOTES TO THE FINANCIAL STATEMENTS
'N

'.
>s.

hO.hs6-Budget JAnalysis:

1987 1986
"^(\ Budget Actual Budget Actual

,

% 3 7 Ope ra t ing revenue $ 17,243,605 $ 17,821,699 $ 16,670,520 $'16,761,313
i Interest income 1,175,000 1,243,310 1,500,000 1,157,664

Operating expense -( 9,694,499) ( 9,550,276) (10,182,063) ( 9,369,927)
( Incona before depreciation* _

,

and amortization,
extraordinary loss,

and debt se rvic e $ 8,724,106 $ 9,514,733 $ 7,988,457 $ 8,549,050

Variance over, (under) $. 790,627 $ 560,593s

Note 7 - Contingencies, Commitments and Subsequent Events:

( The Commission charged to income during the year ended September 30, 1986 losses
amounting to $270,837 resulting from two lawsuits arising in prior years. During
the fiscal year ended September 30, 1987, the Commission successfully appealed
both cases and recovered and credited to income the full amount of- prior losses.

The Commission is a defendant in other lawsuits and party to other proceedings~

which have arisen in the normal course of business. In the opinion of the
Commi s s i on 's legal counsel, any monetary liability or financial impact of such
lawsuit' and proceedings would not be material to the financial position of the
Commis a .t an .

Note -8 '- Rate Revis ions :

[ Electrie and water rates were raised- ef fective June 1, 1986, ard electric rates
raised and revised May 1, 1987, in accordance with adopted rate schedules.

(

[
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( SEBRING LTTILITIES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS

Note 9 - Property, Plant and Equipment in Service:

[ September 30,
1987 1986~

Accumula t ed Accumula t ed
Cost Depreciation Cost Depreciation

. Land $ 2IE756 S
- $ 218,250 S -

Electric generation

[ plants 72,182,738 13,584,859 72,095,122 11,227,104
i Electric transmission

system 2,875,409 752,753 3,059,335 662,903
Electric distribution

f system 10,279,594 3,262,500 9,331,456~ '2,906,921
Water system 4,984,727 2,309,293 4,755,848 2,174,972
Equipment 1,362,537 1,062,740 1,248,780 1,014,882'

( Storage buildings 349,423 115,134 331,679 99,'175
$92,252,678 $21,087,279 $91,040,470 $18,085,957

{

(
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Certified Public Accountants

(Wicks,Biown, Williams &Co).
140 South Commerce Avenue, Post Off>ce Box 587, Sebring. Florida 33871-0587 * (813) 3821157

Charles F. Wicks. C.P.A. (Retred) Lake Placid
J. Richard Brown, C.P.A., P.A. (813) 465 2835
Frank L. Williams, C.P.A., P.A.

Avon Park
Robert P. Marche *ka, C.P.A., P.A.

(813) 453 7525W. Bruce Stratton, C.P.A., P.A.
Okeechobee Offke

Dale E. Merrill, C.P.A. (813) 763-2354

2

Sebring Utilities Commission
Sebring, Florida

Our examinations were rade for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary schedules of incoce for the electric and

f water sys tems are presented for purposes of additional analysis and are not a required part
of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the examinations of the basic financial statements and, in our

[ opinion, are fairly stated in all material respects in relation to the basic financial
l statements taken as a whole .

(A/ M d , h h , b
( Wicks, Brown, Williams & Co.

November 17, 1987
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SEBRING ITTILITIES C'OMMISSION

SUPPLEMENTARY SCHEDULES OF INCOME
ELECTRIC SYSTEM

FOR THE YEARS ENDED SEPTEMBER 30, 1987 AND 1986

1987 1986

OPERATING REVENUE:

f Sale of electricity $15,086,974 $14,159,713Interdepartmental sales
Miscellaneous sales and service

206,086 205,190
~ 297,570 311,328Total operating revenue 15,590,TTO ~14,676,231

OPERATING EXPENSES:
[ Generation and t ransmission :
( Fuel

2,960,207 3,798,785Purchased power
Operation and maintenance 1,769,519 831,922

2,149,704 1,956,770Transmission system operation and maintenance 188,072 198,710Distribution system operation and maintenance:
Operating expenses

[ Maintenance expenses 189,458 143,321
1 Depreciation 251,887 179,024

2,870,225 2,817,429General and administrative expenses
State taxes 1,070,184 1,181,429

f Total operating expenses 254,061 268,063
11,703,317 11,375,453

OPERATING INCOME $ 3,887,313 $ 3,300,778

(

( ;
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SEBRING UTILITIES COMMISSION
SUPPLEMENTARY SCHEDULES OF INCOME

WATER SYSTEM
FOR THE YEARS ENDED SEPTEMBER 30, 1987 AND 1986

I

1987 1986

OPERATING REVENUE:
( Sale of water $2,199,513 '$2,060,528
( Interdepartmental sales 31,556 24,556

Total operating revenue 2,231,069- 2,085,084

OPERATING EXPENSES:
Production operation and maintenance:

Elect ricity for pumping 170,121 -169,089
Operating expenses-other 82,286 79,745
Maintenance expenses 14,574 8,101

Transmission and distribution operation and maintenance:
Operating expenses _ 23,977 20,367
Maintenance expenses 161,384 140,692

Depreciation 158,489 156,979
General and administrative expenses 356,728 393,810

Total operating expenses 967,559 968,883

OPERATING INCOME $1,263,510 $1,116,201

L

[
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Audited Financial Statements

Orlando Utilities Commission

September 30, 1987

1
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l
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Elu Ernst&Whinney
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Audited Financial Statements

ORLANDO UTILITIES COBD1ISSION

September 30, 1987

Auditors' Peport 1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance Sheets . 2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Statements of Income and Accumulated Eetained Earnings . 4. . . . . . . . . . . .

Statements of Changes in Financial Position. 5. . . . . . . . . . . . . . . . . .
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Eul Ernst&Whinney cenined Public Accountants
332 North Magnolia Avenue
P.O. Box 3426
Orlando, Florida 32802

305/841 2050

Orlando Utilities Commission
Orlando, Florida

E!a have examined the balance sheets of the Orlando Utilities Commission as of
September 30, 1987 and 1986, and the related statements of income and accumulated
retained earnings and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the
financial position of the Orlando Utilities Commission at September 30, 1987 and
1986, and the results of its operations and the changes in its financial position
for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.

1

'

&+

Orlando, Florida
December 18, 1987
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BALANCE SHEETS
,

ORLANDO UTILITIES COMMISSION

September 30
1987 1986

ASSETS

UTILITY PLANT--Note F
In service:

Electric--Notes G and I $ 906,729,640 $ 481,532,608
Water 93,865,221 '85,421,056
Common 20,665,643 19,364,761
Allowances for depreciation and

amortization (deduction) (192,003,448) (172,826,910)
829,257,056 413,491,515

Construction work in progress--Note I 29,040,560 355,734,732

858,297,616 769,226,247

RESTRICTED ASSETS--Notes B and D
Debt service f ur ds 174,443,564 182,373,524
Construction and related funds 71,188,673 122,545,591
Other 4,578,797 1,021,524

250,211,034 305,940,639

CURRENT ASSETS
Cash 1,320,540 1,275,158
Pooled investments--Note D 13,565,014 32,858,109

Customer accounts receivable, less allowance
for doubtful accounts (1987--$644,078;
1986--$518,895) 18,030,559 15,230,395

Accrued utility revenues 13,262,492 12,435,027 i

Fuel for generation 6,251,354 8,542,009
Margin deposit on futures contracts 3,536,000
Materials and supplies 9,075,778 4,711,437
Accrued interest receivable 887,115 119,664
Miscellaneous receivables and prepaid expenses 4,370,629_ 809,397

66,763,481 79,517,196
J

OTHER ASSETS
Self insurance fund--Notes C and D 5,153,216

,

Unamortized debt expenses 78,945 188,718 |

Deferred compensation plan investments--Note H 1,479,555 1.155,233

TOTAL ASSETS $1d81.983.847 $1.156.0 1 Q33_

-2-
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September 30
1987 1986

CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Equity:
Accumulated retained earnings:

Appropriated for debt service $ 90,001,998 $ 85,189,427
Invested in or appropriated for utility
plant and working capital 147,590,712 133,143,825

237,592,710 218,333,252

Contributed capital 40,671,918 30,853,074

278,264,628 249,186,326
Long-term debt--Note E:

Bond principal 557,585,000 561,735,000
Bond anticipation notes 294,600,000 294,600,000
Unamortized discount (deduction) (22,196,809) (23,990,784)

829,988,191 832,344,216

TOTAL CAPITALIZATION 1,108,252,819 1,081,530,542

CURRENT LIABILITIES--payable from restricted assets
Accrued interest payable on long-term debt 24,089,600 25,214,832

'

Current portion of long-term debt--Note E 4.150,000 3,305,000
Accounts payable--construction funds 9,928,936 9,484,798

38,168,536 38,004,630

CURRENT LIABILITIES--payable from current assets
Accounts payable and accrued expenses 16,897,501 19,131,758
Customer meter deposits and interest thereon 5,333,158 4.892,999
Collections on behalf of state and political'

subdivisions 4,883,896 3,570,921
Due to the General Fund of the City of Orlando 187,267 626,015

27,301,822 28,221,693

~ OTHER LIABILITIES
Customer water and electric line extension

deposits 6,781,115 7.115,935
Deferred compensation plan liability--Note H 1,479,555 1,155,233

TOTAL CAPITALIZATION AND LIABILITIES {L11dl.983.847 {(1156.028.033

See notes to financial statements.
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STATEMENTS OF INCOME AND ACCUMULATED RETAINED EARNINGS

ORLANDO UTILITIES COMMISSION

Year Ended September 30
1987 1986

Operating revenues $217,832,489 $204,472,683

Operating expenses:
Fuel for generation and purchased power 69,213,228 72,444,383
Production 23,415,744 _20,828,091
Transmission and distribution 9,242,407 8,668,768
Depreciation and amortization 19,348,281 16,264,380
Customer accounting 5,158,382 4,756,672
Customer service and conservation 1,292,306 1,373,832
General and administrative 14,901,680 12,264,512
State utilities tax 2,564,587 2,691,366'
Payments to the General Fund of the
City of Orlando 7.262,359 6,231,000

152,398,974 145,523,004

OPERATING INCOME 65,433,515 58,949,679

Interest income 23,761,490 34,803,017
Other income 657,720 2,777,310

89,852,725 96,530,006

Interest expanse 59,338,746 64,056,645
Other deductions 2,991,278 2,752,173

INCOME BEFORE TRANSFERS TO THE
GENERAL FUND OF THE CITY OF ORLANDO 27,522,701 29,721,188

'Transfers to the General Fund of the
City of Orlando 9,066,000 7,941,000

NET INCOME 18,456,701 21,780,188

Depreciation of contributed utility plant 802,757 672,503 ;
'

INCREASE IN ACCUMULATED RETAINED EARNINGS 19,259,458 22,452,691

Accumulated retained earnings at
,

beginning of year 218,333,252 195,880,561
|
!

ACCUMULATED RETAINED EARNINGS
AT END OF YEAR 1137.592.710 $218.333,252 |

l
i

See notes to financial statements.

|
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STATEMENTS OF CHANGES IN-FINANCIAL POSITION

ORLAND0' UTILITIES COMMISSION

Year Ended September 30-
1987 1986

SOURCE OF FUNDS
Not income $ 18,456,701 $ 21,780,188
Charges to operations not requiring current

outlay of working capital:
Depreciation and amortization of

plant charged to operations 19,348,281 16,264,380
Depreciation and amortization charged

to fuel costs 3,371,694 2,660,477
Depreciation of vehicles and equipment

charged to general and administrative
costs 751,302 583,562

Amortization of bond discount and
expenses 1,903,748 1,349,241

TOTAL FROM OPERATIONS 43,831,726 42,637,848
Proceeds from sales of bonds and
bond anticipation notes 859,640,000

Contributed capital 10,621,601 4,427,896
Increase in restricted liabilities 163,906
Increase in other liabilities 2,083,109
Decrease in restricted assets 55,729,605 112,386,744

110,346,838 1,021,175,597
APPLICATION OF FUNDS

Additions to utility plant--net 112,542,646 138,517,877
Reduction of long-term debt 4,150,000 859,620,000 i

Expenses attributable to sale of
bonds and notes 14,218,327

Increase in self insurance fund 5,153,216
Decrease in other liabilities 334,820
Decrease in restricted liabilities 13,863,735

122,180,682 1,026,219,939

DECREASE IN WORKING CAPITAL s (11.833.844) 1 (5.044.342)

|

|
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STATEMENTS OF' CHANGES IN FINANCIAL POSITION--Continued'

ORLAND0' UTILITIES-COMMISSION.

Year Ended September 30
1987 1986

CHANGES IN COMPONENTS OF WORKING CAPITAL
Increase (decrease) in current assets:

Cash $. 45,382 $ (654,897)
Pooled investments (19,293,095) _ 4,407,971)(
Customer accounts receivable 2,800,164 (1,142,822)
Accrued utility revenues 827,465 272,172
Fuel for generation (2,290,655) 2,437,239
Margin deposit on futures contracts (3,536,000) 3,536,000
Materials and supplies 4,364,341 383,287
Accrued interest receivable 767,451 (2,383.169)
Miscellaneous receivables and

prepaid expenses 3,561,232 (249,178)
(12,753,715) (2,209,339)

Increase (decrease) in current liabilities:
Accounts payable and accrued expenses (2,234,257) 1,785,142
Customer meter deposits and interest

thereon 440,159 864,208
Collections on behalf of state and

political subdivisions 874,227 185.653 i

(919,871) 2,835,003

DECREASE IN WORKING CAPITAL s (11.833.844) s (5.034.14;)
!

;
i

See notes to financial statements,

i
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NOTES TO FINANCIAL STATEMENTS

ORLANDO UTILITIES COMMISSION

September 30, 1987

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Orlando Utilities Commission are presented in
conformity with generally accepted accounting principles and represent General
Purpose Financial Statements as defined in Statement 1 - Governmental Accounting
and Financial Reporting Principles promulgated by The National Council on

Governmental Accounting (NCGA) and affirmed by the Governmental Accounting
Standards Board (GASB). The statements are substantially in conformity with
accounting principles and methods prescribed by the Federal Energy Regulatory
Commission (FERC) and other regulatory authorities except for the method of
accounting for contributed capital described in the notes to financial statements.

Reporting Entity: Statement 3 of the NCGA requires that all funds and entities
controlled by or dependent on the Orlando Utilities Commission be included in the
Commission's financial statements. The Orlando Utilities Commission controls no
other funds or entities.

The Orlando Utilities Commission was created by a Special Act of the Florida State j

Legislature and is a part of the government of the City of Orlando, Florida. The j

Commission consists of five members, including the Mayor of the City. Members, !
with the exception of the Mayor who is an ex-officio member of the Commission,
serve without compensation, may serve no more than two consecutive four year terms
and new members are selected in the following manner. The Nominating Board of the

City of Orlando submits the names of three persons to the Commission for
consideration. The Commission may nominate one of these persons or reject all ,

three. The nominee is then subject to election by the City Council. ;

1

Designation of management, contractual and budgetary responsibility, and the
funding of deficiencies and fiscal management of the affairs of the Commission are
the exclusive responsibility of the Orlando Utilities Commission. In accordance
with the criteria established by Statement 3 of the NCGA, these financial
statements do not include the City of Orlando, Florida which is considered a
separate governmental entity.

Utility Plant: Utility plant is stated at original cost which includes cost of
contract work, labor, materials and allocated indirect charges for equipment,
supervision and engineering and labor related costs. The Commission charges the

cost of repairs and minor replacements to maintenance expense. The cost of
electric or water plant retired or otherwise disposed of, together with removal
costs less salvage, is charged to accumulated depreciation at such time as property
is removed from service.

-7



NOTES TO FINANCIAL STATEMENTS--Continued

ORIMD0 UTILITIES COMMISSION

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--Continued

Depreciation: Utility plant is depreciated using the straight-line methcd for each
of the various plant classifications at rates which will amortize the costs over
the estimated economic useful lives of the assets. Depreciation of vehicles and
other construction equipment is charged to departmental operating expenses or
construction work in progress. Amounts for all other assets are charged to
depreciation expense. The estimated useful lives of utility plant are as follows:

Electric Plant
Generation Plant:

Steam 30 - 40 years

Nuclear 31 - 35 years

Transmission Plant 30 - 50 years

Distribution Plant:
Overhead 20 - 30 years

Underground 40 - 50 years

Water Plant j

Production Plant 25 - 50 years

Distribution Plant 40 - 67 years

Common Plant
Structures and improvements 50 years |
Office equipment 14 1/3 years |
Vehicles and other construction i

equipment 5 - 30 years |

Cash and Pooled Investments: At September 30, 1987, the carrying amount of the
Commission's cash and cash deposits was $1,320,540 and the bank balance was

'

$1c295,756. The bank balance was covered by federal urpository insurance or
collateralized by a pool of U.S. Government securities held in trust by another
bank in the name of the Commission's banking institution.

Florida statutes and applicable debt resolutions authorize the Commission to invest
its pooled investments in obligations of the U.S. Treasury, the Federal Farm Credit
Bant:s , Federal Home Loan Mortgage Corporation, Federal Home Loan Bank or its
district banks, including Federal Home Loan Mortgage Corporation participation
certificates, or obligations guaranteed by the Government National Mortgage
Association. In addition, the Commission may invest in interest bearing time
deposits or savings accounts of Florida or national banks and savings and loan
associations provided the deposits are collateralized by federal government
securities.

-8-



_ _ _ . _ . _ _ _ - _ _ _ _

NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE A--SUMMARY OF SIGNIFICANT ACC0lTNTING POLICIES--Continued

Additionally, Florida statutes and applicable debt resolutions permit the
Commission's pooled investments to include repurchase agreements; that is, a
purchase of securities from authorized dealers or banking institutions, with a
simultaneous agreement that the dealers or banking institutions will repurchase
them in the future at the same price plus a contract rate of interest. The market
value of the securities underlying repurchase agreements normally exceeds the cash
received, providing a margin against a decline in market value of the securities.
If the dealers def ault on their obligations to repurchase these securities from the
Commission, the Commission would suffer an economic loss equal to the dif ference
between the market value plus accrued interest of the underlying securities and the
agreement obligation, including accrued interest. The Commission has es tablishec'
that authorized dealers are primary dealers as defined by the Federal Reserve Bank
and report to the Securities Exchange Commission and authorized banking
institutions are limited to the fifteen largest U.S. Banks.

The Commission maintains three pooled investment accounts which include all
restricted and unrestricted investments except those in the Investment Account
described in Note E. These investments, at cost (market value of $259,163,221 and
$338,614,018 at September 30, 1987 and 1986, respectively) are classified as
follows:

September 30
1987 1986

Restricted assets $235,380,529 $293,715,413
Current assets 13,565,014 32,858,109
Other assets 5,153,216

TOTALS 1254.091 @ $326.573.522

Customer Accounts Receivable: The Commission bills customers monthly on a cyclical
basis and accrues revenues at the end of the fiscal year for energy and water
consumed but not billed.

Fuel for Generation and Materials and Supplies: Fuel oil, coal and materials and
supplies inventories are stated at the lower of average cost or market. Nuclear
tuel is included in electric utility plant and amortized over the estimated usage
of the fuel.
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--Continued

Futures Contracts: During 1987 and 1986 the Commission entered into futures
contracts to hedge against price fluctuations of anticipated future acquisitions of
fossil fuels. As futures contracts were closed during the years ended September 30, j
1987 and 1986, gains of $11,026,765 and $1,293,033, respectively were recognized as
a reduction in fuel cost.

At September 30, 1987 all futures contrccts had been settled and the margin deposit
returned to the Commission.

Contributed Capital: The Commission considers amounts received for construction of
utility plant as capital contributions. Accordingly, these capital contributions
are added to plant assets and are treated as a separate component of Commission
equity. Depreciation applicable to contributed utility plant is included as an
operating expense in determining net income and is subsequently charged against
contributed capital from accumulated retained earnings.

Debt Discount and Expenses: Debt discount and issue expenses are deferred and
amortized to operations over the lives of the related issues using the bonds
outstanding method of amortization.

Rates and Revenues: Each year, the Commission's staff performs a rate adequacy
study to determine the electric and water revenue requirements. Based on this
study, current cost of service studies, and regulations of the Florida Public
Service Commission regarding electric "rate structure", the Commission's staff
develops its electric and water rate schedules which are then presented to the
Commission for their approval at a public hearing.

The Commission staf f makes its determination of revenue requirements using the rate
base method and includes construction work in progress in the rate base.
Therefore, in accordance with proper ratemaking theory, the Commission does not use
an allowance for funds used during construction (AFUDC) in determining revenue
requirements. Since the Commission's level of revenue requirements and subsequent
revenue is determined without regard to AFUDC, the Commission does not capitalize !

1 interest on construction work in progress. |
1-

Operating revenues are recorded based on actual billings to customers plus an
accrued estimate for unbilled electric and water consumption at the end of each
fiscal year.

-10-
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NOTES TO FINANCIAL STATEMENTS--Continued

.0RLANDO UTILITIES COMMISSION

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--Continued

Pre-Commercial Plant Operations: In accordance with FERC accounting principles
revenues and associated fuel costs arising from energy produced by the Stanton
Energy Center prior to its commercial certification were capitalized. For the

fiscal year ended September 30, 1987, the effect of this treatment on the
Commission's prorata share of pre-commercial operations was to reduce operating
revenues by $5,727,910 and fuel operating expenses by $1,435,955, resulting in a
$4,291,955 reduction of the capitalized cost of the Commission's share of the
project. All operating and maintenance expenses prior to commercial operation were
capitalized.

Payments and Transfers to the City of Orlando: The Commission voted to f reeze the
payments and transfers to the General Fund of the City of Orlando at an annual
fixed a.nount of $14,172,000 for the fiscal years ended September 30, 1984 through
September 30, 1986. Prior to October 1, 1983 and subsequent to September 30, 1986
the Commission's payments are based on a percentage of gross revenues within the 1

City of Orlando and transfers are based on the Commission's income before the i

transfer. Payments to the City of Orlando are considered an operating expense for
financial reporting and rate making purposes.

Compensated Absences: The Commission records compensation for unused vacation and
sick leave as an expense in the year in which the vacation and sick leave is earned
in accordance with NCGA Statement 4. At September 30, 1987, annual vacation leave
earned but not taken approximates $637,000 and sick leave accumulated but not taken
approximates $1,679,000.

Reclassification: For comparability purposes, certain reclassifications have been
made to the 1986 financial statements to conform with the 1987 financial statement
presentation.

NOTE B--RESTRICTED ASSETS

Certain assets are restricted by bond resolution and consist of the following funds:

September 30

Debt Service Funds--Note E:
Investment Account $ 8,966,161 $ 4,646,024
Principal and Interest Accounts 27,438,802 26,883,727
Debt Service Reserve Funds 80,902,834 80,207,231
1985B Bond Anticipation Note Interest Fund 57,135,767 70,636,542

174,443,564 182,373,524

-11- j
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE B--RESTRICTED ASSETS--Continued

September 30
1987 1986 ,

Construction and Related Funds:
1985B Bond Anticipation Note Construction Fund, 51,276,502 104,058,115
Renewal and Replacement Fund 19,912,171 18,487,476

71,188,673 122,545,591
Other:

Retainage and Surety Funds 3,440,542 141,467
Nuclear Generation Facility

Decommissioning Funds 1,138,255 880,057
4,578.797 1,021,524

s250.211.034 $305.940.639

!The funds consist of:
Cash $ 1,490 $ 1,581
United States Treasury securities--at cost

(market value: 1987--$7,550,889;
1986--$4,540,752) 8,718,953 4,524,822

Pooled investments--Note A 235,380,529 293,715,413
Interest receivable 6,110,062 7.698,823

4

$250.211.034 1305.940.632
i

NOTE C--SELF-INSURANCE FUND

Ef fective November 1, 1986 the Commission implemented a self-insurance program to
.

cover a portion of its workers' compensation, general liability and automobile I

liability exposures. In accordance with recommendations of the Commission's ;

insurance consultants, an initial cash reserve of $5 million was established to -
cover expenses and claims against the Commission. During 1987, $50,177 was
expended for claims and $203,393 of interest income was added to the fund. Under
- the self-insurance program the Commission is liable for all claims up to certain
maximum amounts. Claims in excess of the maximum amounts will be covered by
insurance carriers. The maximum amounts are as follows:

Workers' compensation $250,000 '
4

General liability 500,000
Automobile liability 500,000

1
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE D--INVESTMENTS

The Commission's portfolios of pooled investments and investment account securities
are summarized and' categorized below to give an indication of the level of risk
assumed by the Commission at September 30, 1987. Category 1 includes investments
that are insured or registered or for which the securities are held by the
Commission or its agent in the Commission's name. Category 2 includes uninsured
and unregistered investments for which the securicies are held by the broker's or
dealer's trust department or agent in the Commission's name. Category 3 includes
uninsured and unregistered investments for which the securities are held by the
bank's trust department or agent but not in the Commission's name.

Category Carrying Market
1 2 3 Amount Value

Investments:

Repurchase
Agreements $ 39,000,000 $ 6,142,000 $ 45,142,000 $ 45,142,000

U.S. Government
Securities 221,043,642 221,043,642 224,900,811

Other U.S. Backed
Securities:

Federal Farm i

Credit Bank 1,641,512 1,641,512 1,682,140 )
Federal Home j

iLoan Bank 1,987,735 1,987,735 1,986,337

Non-investments 1,490

$263.672.889 $ - $ 6.142.000 $269.811t312 12]J.711.288

These assets are held in the following accounts:

Restricted assets $250,211,034
Pooled investments 13,565,014
Self insurance fund 5,153,216
Accrued interest receivable 887,115

12fi2t811t322

l
,
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE E--LONG-TERM DEBT

In December 1985, the Commission provided for the advance refunding of all of its
water and electric revenue bonds then outstanding in the aggregate principal amount
of $577,730,000 (Refunded Bonds) by the sale of $565,040,000 Water and Electric
Revenue Refunding Bonds, Series 1985 ($950 million authorized and validated and
confirmed by the Supreme Court of Florida). Sale proceeds were invested in United
States obligations in an irrevocable Escrow Deposit Trust Fund. Such United States
obligations will mature at such time and in such amounts so as to prcvide
sufficient funda for the payment of maturing principal and interest on the Refunded
Bonds. The Refunded Bonds are treated as extinguished debt for financial reporting
purposes, were removed from the balance sheets and have a remaining principal
balance of $571,985,000 at September 30, 1987.

Also, in December 1985 the Commission advance refunded its $280,000,000 Series
1985A Water and Electric Revenue Bond Anticipation Notes (BAN's) through the
issuance of $294,600,000 Series 1985B BAN's. Proceeds of the Series 1985B BAN's,

together with other available funds, were used to refund the principal and accrued
interest of the Series 1985 A B AN 's , to fund all the interest requirements on the

Series 1985B BAN's and to establish a debt service reserve fund for the Series
1985B BAN's. The interest rate on the BAN's is variable and has ranged between
3.8% to 8.25% during the year ended September 30, 1987.

The outstanding bonds and BAN's are payable from and secured by a first lien upon
and pledge of the net revenues derived by the Commission from the operation of the
water and electric system and from investment income earned o r. monies and
obligations in certain sinking fund accounts. The lien of the holders of the BAN's
on net revenues is subordinate to the lien of the holdets of the bonds.

No gain was recognized from these advance refundings since the gains of
approximately $3,507,000 and $71,000 on the bonds and the BAN's, respectively, were
used to reduce debt issuance costs and bond discount.

During 1978, the Commission provided for the advance refunding of all of its
$123,325,000 water and electric revenue bonds (Refunded Bonds) outstanding at
April 1, 1978 by the sale of $110,330,000 Water and Electric Revenue Refunding and
Improvement Bonds, Series 1978 and $94,650,000 Special Obligation Bonds, Series
1978, subsequently advance refunded in December 1985. From the proceeds of the
sale of the two issues, monies were invested in United States obligations in an
irrevocable Escrow Deposit Trust Fund. Such United States obligations mature at
such time so as to provide sufficient funds for the payment of maturing principal
and interest on the Refunded Bonds. All interest earned or accrued on the United
States obligations has been pledged and will be used for the payment of the
principal and interest on the Special Obligation Bonds, Series 1978. The Refunded
Bonds are treated as extinguished debt for financial reporting purposes, were
removed from the balance sheets and have a remaining principal balance of
$83,955,000 at September 30, 1987.

-14-
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

NOTE E--LONG-TERM DEBT--Continued

Bonds and Bond Anticipation Notes principal outstanding is as follows:

September 30
1987 1986

~ Bonds:
Series 1985, 5.25% - 8.625% due serially 1986

to 2000 and in term form from 2002 to 2010 $561,735,000 $565,040,000
4,150,000 3,305,000Less current portion of long-term debt

__557,585,000 561,735,000
Bond Anticipation Notes:

Series 1985B Unit Priced Demand Adjustable
Notes due May 31, 1989 294,600,000 294,600,000

18.51 185.000 $856.335.000

Following is a schedule of annual long-term debt service requirements for the |

payment of principal and interest en the bonds and BAN's outstanding at
September 30, 1987:

Payment for Series 1985B
Year Ending Payment for Series 1985 Bonds Bond Anticipation Notes
September 30 Principal Interest Principal Interest (1) Total (2)

1988 $ 4,150,000 $46,072,973 $ 23,568,000 $ 73,790,973
1989 4,380,000 45,799,223 $294,600,000 9,820,000 354,599,223
1990 4,640,000 45,486,023 50,126,023
1991 4,955,000 45,139,173 50,094,173

i

1992 5,295,000 44,757,933 50,052,933 |

1993 5,595,000 44,343,903 49,938,903
1994 10,105,000 43,575,923 53,680,923

,

'

1995 13,895,000 42,499,060 56,394,060
1996 14,975,000 41,316,035 56,291,035
1997 16,150,000 40,007,885 56,157,885
1998 17,465,000 38,558,290 56,023,290
1999 18,910,000 36,969,850 55,879,850
2000 20,495,000 35,227,775 55,722,775
2001 22,245,000 33,336,950 55,581,950
2002 24,135,000 31,255,306 35,390,306 ,

i2003 26,210,000 28,994,694 55,204,694
2004 28,480,000 26,538,294 55,018,294

i

-15-
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION j

NOTE E--LONG-TERM DEBT--Continued

Payment for Series 1985B
Year Ending Payment for Series 1985 Bonds Bond Anticipation Notes
September 30 Principal Interest Principal Interest (1) Total (2)

2005 30,930,000 23,870,581 54,800,581
2006 71,685,000 17,687,750 89,372,750
2007 36,640,000 14,573,350 51,213,350
2008 39,755,000 11,194,175 50,949,175
2009 43,135,000 7,527,700 50,662,700
2010 46,800,000 3,549,700 50,349,700
2011 50,710,000 50,710,000

4

1561.735.00Q $14L.282.546 1294._60_0 000 133.388.000 iL638.005.5462

(1) Based upon an assumed interest rate of 8%. ]
(2) Additional annual payments to the Investment Account ranging from $2,397,602 to 1

$6,523,280 plus interest earnings thereon will be used to reduce the debt
service requirements by approximately $78 million through 2005.

The Commission has covenanted to fix, establish and maintain rates and collect
fees, rentals or other charges for the services and facilities as will always
provide in each fiscal year net revenues which shall be adequate at all times to I

pay in each fiscal year the sum of at least one hundred twenty-five percent (125%)
of the annual debt service requirement on the outstanding bonds and that net
revenues shall be sufficient to make all other payments required by the terms of
the bond and note resolutions.

The Series 1985 bond resolution establishes the Revenue Fund, Renewal and
Replacement Fund and Sinking Fund, which is comprised of the Interest. Principal,
Investment, Bond Redemption, Debt Service Reserve and Demand Charge Component
accounts.

In accordance with the bond resolution, gross revenues derived f rom the operation I

!of the water and electric system are to be deposited in the Revenue Fund and shall
be applied only in the following manner:

1. Revenues are first to be used to pay the current operating expenses of the
water and electric system and then all Sinking Fund and Renewal. and i

'

Replacement Fund requirements.

-16-
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COB 011SSION

NOTE E--LONG-TERM DEBT--Continued

2. The balance of any revenues remaining in the Revenue Fund shall at the
option of the Commission, be used (i) for any lawful purpose in connection
with the water and electric system and (ii) to make any transfers of funds
to the City of Orlando; provided however, that none of the revenues is ever
to be used for the purposes described in (i) and (ii) unless all payments
required in (1) above, including any deficiencies for prior payments, have
been made in full to the date of such use, and the Commission shall have
fully complied with all covenants and agreements contained in the bond
resolution.

NOTE F--PARTICIFATION AGREEMENTS

In 1980 the Commission entered into a Participation Agreement with Florida Power
and Light Company (FPL) to purchase a 6.08951% (52 net megawatts) undivided
ownership interest in St. Lucie Unit No. 2 nuclear powered electric generating
facility constructed by FPL. This unit is presently rated at 850 net megawatts ;
(>N ) and commenced commercial operatien in 1983. The Commission has also entered
into a Reliability Exchange Agreement with FPL. The Reliabi.11ty Exchange Agreement
results in the Commission exchanging 50% of its share of the output from St. Lucie |
Unit No. 2 for a like amount from St. Lucie Unit No. 1, a nuclear powered |
generating facility. FPL has operational control of this project. '

The Commission also has a Participation Agreement with the City of Lakeland,
Florida dated April 4, 1978. Under the terms of this Agreement the Commission has
a 40% (136 net FN) interest in a 340 net SN refuse and coal-fired steam generating
unit (McIntosh Unit No. 3) owned by the City of Lakeland. The City of Lakeland has
operational control of this project.

Since 1975, the Commission has owned a 1.6015% (13 net BN) undivided interest in
. Florida Power Corporation's 846 net SN nuclear powered electric generating plant {designated Crystal River Unit No. 3. This ownership interest was acquired under

ithe terms of a Participation Agreement with Florida Power Corporation and ten other
|

Florida utilities. Florida Power Corporation has operational control of this (project.

-17-
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION
,

,

NOTE F--PARTICIPATION AGREEMENTS--Continued

In 1984 and 1985, the Commission entered into Participation Agreements with Florida
Municipal Power Agency (FMPA) and the Kississmee Utility Authority to sell a
portion of Stanton Energy Center Unit #1 (SEC 1) excluding common and external
facilities. The Commission's coal fired electric generating plan is rated at 436

MW. Under the terms of these agreements, FMPA has a 26.6265% ownership interest
and the Kississmee Utility Authority has a 4.8193% ownership interest. The
Commission, which has a 68.5542% ownership interest, has operational control of
this project.

The amounts of utility plant in service shown below do not include the cost of
common and external facilities for which the participants pay user charges to the
operating entity. Accumulated depreciation on utility plant in service is

determined by each participant based on their depreciation methods and rstes
relating to their share of the plant.

It has been determined that none of the participation agreements to which the
Commission is a party meet the criteria of a joint venture as specified by the

,

National Council on Governmental Accounting Statement 7. The Commission lacks J
operational control over the St. Lucie Unit No. 2 Crystal River Unit No. 3 and
McIntosh Unit No. 3 projects. The SEC Unit No. 1 project is controlled by the |

'Commission. Fiscal and budgetary control of the project remains with the
Commission. No separate governing authority exists for any of the projects.

Below is a summary of the Commission's proportionate share of each jointly owned
plant. SEC Unit No. 1 includes the cost of common and external facilities.
According to the participation agreements, each participant must provide its own
financing and each participant's share of expenses for the operations of the plants
are included in the corresponding operating expenses of its own income statement.

Plants
St. Lucie McIntosh Crystal River SEC

Unit No. 2 Unit No. 3 Unit No. 3 Unit No. 1

Utility plant in service $100,448,834 $94,786,816 $12,275,290 $398,770,345
Accumulated depreciation 16,590,823 15,724,692 5,054,924 2,471,399 i

Net utility plant in
service 83,858,011 79,062,124 7,220,366 396,298,946

l

I

;

I

-18-

i



_ _ _

7
- -. 7

,
_

!
NOTES TO FINANCIAL STATEMENTS--Continued

(, i ,

ORLANDO UTILITIES COMMISSION
'

,

s

NOTE F--PARTICIPATION AGREEMENTS--Continued ;

i,

The Commission also has an agreement with Orange County, Florida to share
approximately 507. of the cost of a waste. water treatment facility at the SEC plant
site. The Commission operates the facility. Ef.fective July 1, 1987, the County

,.

pays a $475,000 ar.nual fee for the operation and' maintenance of the f acility. ,The V'
fee is subject to annual renegotiation and is classif.ied as a reduction to ,'f EC g 1

4project operating expenses. ,q

NOTE G--CAPACITY CO.'C4ITMENT ,

n 8

In 1985 the Commission entered into an agreemer.t with the Floridu ?Mnicipal Power ,

Agency (FMPA) to provide FMPA with a total of 130 MW of the Commission's 616 MW j
Igenerating capacity of the Indian River plant on a take or pay basis. Payment to

the Commission is based upon a 21.657, share of the cost of operation of this
oil / gas fired plant. The contract's initial term oegan during 1986 and extends to '

2001. EMPA has an option to renew the contract for an additional five years.

NOTE H--DEFERRED COMPENSATION PLAN ,

i

The Commission offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available to all
Commission employees, permits them to defer a portion of their salary until future

#
years. The deferred compensation is not available to employees until termination,
retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and ri gh t.'s '
purchased with those amounts, and all income attributab1'e _ to those amounts, a r'e
(until paid or made available to the employee or other beneficiary) solely the
property and right of the Commission (without being restricted to the provisions of
benefits under the plan), subject only La the claims of the Commission's general
creditors. Participants' rights under the plan are equal to those of general ''

creditors of the Commission in an acouat equal to the f air market value of the
deferred account for each participant.

.

It is the opinion of the Commission's legal counsel that the , Commission has no
liability for losses under the plan but does have the duty of >'ue care that would
be required of an ordinary prudent investor. The Commission believes that it is
unlikely that it will use the assets to satisfy the claims of general creditors in
the future.

j
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NOTES TO FINANCIAL STATEMENTSLContinued
F

ORLANDO UTILITIES COMMISSION'

t

NOTE I--COMM12ESTS AND CONTINGENT LIABILITIES

1. The SEC 1 project was substantially complete at September 30, 1987, withs

approximately $488 mjllion of the $493 million in executed construction
contracts paid as bf that date. The cost of SEC 1 and certain land and related
facilities including contractually agreed escalations and anticipated change
orders and contingencies is expected to approximate $515 million. The project
participants, FMPA and Kississmee Utility Authority, will bear approximately
$100 million of the total project cost. The participants' contributions
through September 30, 1987 totalled $95 million.

2. Claims have been received from various contractors relating to the construction
of SEC 1. It is anticipated that these claims will be settled by negotiation
and will not result in a significant increase to the cost of SEC 1.

i

3 The Comission and the 'other project participants in SEC 1 have a coal supply
contract with a 10 year | primary term that began on July 1, 1987 with the option
of two successive five year terms. The cnntract covers all of the coal
requirements of SEC 1 'during the life of the contract. The usage js estimated
at 8,250,000 to 12,000,000 tons over the ten year contract period.

4. The Comission and the .other SEC 1 project participants have also agreed to a
twelve year contract. for rail delivery of the unit's coal purchases.

5. In 1969, the Comission pledged $480,000 of its anr.ual revenues in connectionp

with the issuance by the City of Orlando of $5,500,000 Improvement Revenue,

t| Bonds. This (pledge is for a period of 22 years from the date of issuance by
h the City of the Improvement Revenue Bonds or such longer period as shall be
h required to pay and retire all principal and interest on such bonds. This lien

on the Coramis s ion' b revenues shall be junior and subordinate to the lien of
holders <. f any obligations of the Commission outstanding or pari passu
obligations hereinafter issued for purposes of the Comission, but shall be
prior and superior to any lien, pledge or encumbrance hereafter made of such
revenues for any purposes other than said obligations of the Commission for
water or electric purposes.

6. The Comission has been named in a number of lawsuits claiming discrimination
or wrongful discharge by former employees. Management and legal counsel
consider these la< suits to be without merit and will not result in a material
liability.

,

7. There are a number of bodily injury cases pending in which the Comioission is
; named as a defenda%. It is believed that any possible recoveries by the
| plaintif f s will be , adequately covered by insurance and tbe Comission's self
| insurance fund.
! s

k
1
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NOTES T:) FINANCIAL S'/ATEMENTS--Continued

ORIANDO UTILIMES COM11SSI0a

NOTE J--PE'.SION 'FLC

g The Orlando Ctilities Commission has a defined benefit pension plan covering
suhtat tially all employees. Effective September 1, 1985 the Plan was modified to
give recognition to certain requirements of the Tax Eqaity and Fiscal

Responsibility Act of 1982, the Deficit Reduction Act ,' 1984 and the Retirement
Equity Act of 1984. Effective January 1, 1986 the Plan was further modified as
follows:

a. Be wfIr s.ervice begins on date of participation instead of date of hire.

b. Norrm; cetirement age decreased from 65 to 62.

c. Early retirement benefits are available afiet 25 years of vesting service
or 10 years of vesting service and 55 yea a of age. (Previously it was
available at ace 55 with 25 years cf vesting service or age 02 with 18
years of vesting aersice).

Employees with at least one yrar of service (previously it was two years of service
bef ore plan anniversar y date) are required to contribute 4% of their regular time
earnings. The Coin.aiz.;'.u. 's contribution is determined cy the actuary using the
actuarial cost method.

Pension expense for the years 1987 and 1936 was $2.066,325 ard $1,901,944,
respectively, which includes normal costs plus amortizetion of past service costs
over a period of approximately 30 years. The assumed rate of return used in
determining the actuarial pr sent value of accumulated glan benefits was 7 1/27...

Plan data as developed by consulting actuaries as of September 1, 1985, the latest
date for which actuarial data is available, 10 as follows:

Actuarial present value of accumulated
plan bet.efits:

'Te s t e d $23,374,034
Nonvested 1,521,060

$24J21J.93

Net assets available for beiefits $1 Mig g

-21-
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' NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

|

NOTE K--REGULATION

According to existing laws of the State of Florida, the five members of the Orlando
Utilities Commission act as the regulatory authority for the establishment ofelectric and water rates.

The Florida Public Service Commission (FPSC) hasauthority to regulate the electric "rate structures" of municipal utilities inFlorida. It is believed that "rate structures" are clearly distinguishable fromthe total amount of revenues which a particular utility may receive f rom rates, and
that distinction has thus far been carefully made by the FPSC.

5 Prior to implementation of
any rate change, the Commission has established the

tirerequisite of a Public Notice and the holding of a Public Hearing.
,

Florida Public Service Commission: As noted above, the FPSC has jurisdiction toregulate electric "rate structures" of municipal utilities. In addition, theF.'orido Energy Efficiency and Conservation Act has given the FPSC exclusive
authority to approve the construction of new power plants under the Florida'Ilectrical Power Plant Siting Act. The FPSC also exercises jurisdiction under the
National Energy Act, including electric use conservation programs.

Environmental and Other Regulations:
Operations of the Commission are subject to

environmental regulation by Federal, State and local authorities and to zoningre,;ulations by local authorities.
Federal and State standards and procedures thatgovetn control of the environment can change. These changes can arise from

continuing legislative, regulatory, and judicial action respecting the standardsand procedures.
Therefore, there is no assurance that the units in operation,under construction, or contemplateo will always remain subject to the regulationscurrently in effect, or will always be in compliance with future regulations.

An inability to comply with environmental standards or deadlines could result in
reduced operating levels or complete shutdown of individual electric generatingunits or water plant facilities not in compliance. Furthermore, compliance withenvironmental standards or deadlines may substantially increase capital andoperating costs.

-22-
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NOTES TO FINANCIAL STATEMENTS--Continued

ORLANDO UTILITIES COMMISSION

.N0TE L--3USINESS SEGMENTS

The Commission operates in two business segments - the generation, transmission and
distribution of electricity and the production, treatment, and distribution of
water. A summary of the segment information follows:

Electric Water Total
Year Ended September 30, 1987:

Operating revenues $ 201,193,183 $16,639,306 $ 217,832,489
Depreciation and amortization 17,366,915 1,981,366 19,348,281
Operating income 59,597,175 5,836,340 65,433,515
Transfers to the City of Orlando

General Fund 7.162,140 1,903,860 9,066,000
Net income 13,910,179 4,546,522 18,456,701
Contributed capital 9,093,115 31,578,803 40,671,918
Net capital additions 102,185,902 10,356,744 112,542,646
Net working capital 37,947,207 1,514,452 39,461,659
Total assets 1,091,245,904 90,737,943 1,181,983,847
Long-term debt 820,509,246 9,478,945 829,988,191
Total equity 203,222,877 75,041,751 278,264,628

Year Ended September 30, 1986:
Operating revenues $ 189,024,731 $15,447,952 $ 204,472,683
Depreciation and amortization 14,468,913 1,795,467 16,264,380
Operating income 53,255,077 5.694,602 58,949,679
Transfers to the City of Orlando

general fund 6,511,620 1,429,380 7,941,000
Net income 17,102,256 4,677,932 21,780,188
Contributed capital 5,029,624 25,823,450 30,853,074
Net capital additions 129,126,433 9,391,444 138,517,877
Net working capital 48,376,116 2,919,387 51,295,503
Total assets 1,072,999,349 83,028,684 1,156,028,033
Long-term debt 822,794,721 9,549,495 832,344,216
Total equity 183,565,469 65,620,857 249,186,326

There were no sales to any single customer in excess of 10% of operating revenues
for the fiscal years 1987 and 1986.

NOTE M--INCOME TAXES

It is the opinion of the Commission and its counsel, that the Orlando Utilities
Commission is exempt from federal and state income taxes.
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