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February 10, 1988

Mr, James C. Welsh
General Manager
Kissimmee 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 respecis; that it is
presented in a manner designed to fairly 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 ttat
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

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,
ceonsideraticn 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 reasinable assurance recognizes that:

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

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

A1l internal control evaluations occur within the above framework. We
believe that the KUA's internal accounting ccntrols adej.ately
safeguard assets and provide reasonable assurance of proper recording
of financial transactions,.

Budgetary control is provided by monthly revenue and expense ~eports.
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,

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

A-4



Mr., James C. Welsh
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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 va:rious 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
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
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,

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

A-5




Mr. James C. Welsh
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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 foilow guidelines
of the Florida Public Service Commission and, as such, should be
“fair, just and reasonable", It is also intended that they be
competitive with neighboc~ing 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
Tantracts with the City of Kissimmee, The capability for handling &l
tnese functions internally is being fully developed over a transit.in
period which will end in FY 1987/88, Throughout the transition it has
heen 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 and other such mzterial as may be
useful in understanding the reporting entity,

Section I1: Financia)l Section - This section of the report
contains the auditors' report and financial
statements which present fairly the financial
position and results of operations for the fiscal
year,
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Section III: Statistical Sectf - 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,

FINANCIAL CONDITICA

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 INVESTMENTS

(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 EXTRAORDINARY

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

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

Continued expansion of the trunsmission and distribution system has
caused significant growth in the value of the utility piant {1 the
years presented. Unrestricted cash and investments showed a large
increase attributable to the current policy to 1internally finance
canital improvements., 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 wili cause the
current ratio to be reduced.

Operating {income has been higher as a result of the high custcaer
growth rate and {ncrease 1in metered sales. This continues to
favorably impact income available for debt service and the ebt
service coverage ratio which was also enhanced with the Tlowering of
debt service requirements.

“UTURE_PROSPECTS

Demand for electric power from the system has significantly increased
in recent years and {s projected to continue to increase, though at a
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decreasing rate of growth, The KUA is carefu’ly 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 th: United States and
Canada (GFOA) preserts a Certificate of Achievement for Excellence in
Financial Reporting to governmcntal units whose comprehensive annual
financial reporte (CAFR's) are 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 perind of one year only. The KUA
Comprehensive Annual Financial Rz2port for the fiscal year ended
September 30, 1986 was submitted to the program but did not receive
the Certificate. We b2lieve the KUA's current report conforms to
GFOA's program standards and intend to submit KUA's Comprehensive
Annual Financiai Report for the fiscal year ended September 30, 1987
to GFOA to determine i*s 2ligibility.

Respectfully submitted,

A a1l

Kenneth W. Killgore
Finance Director
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& A MEMBER OF ARTHUR YOUNG INTERNATIONAL

Arthur Young ‘

Board of Directors
Kissimmee Utility Authority
Kissimmee, Florida

We have examined the accompanying balance sheets of the Kissimmee Utility Authority as of
September 30, 1987 and 1986, and the related statements of income and retained earnings and changes
in financial position for the y. ars 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 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
applied on a consistent basis during the period.

Certitied Public A.countants
December 11, 1987
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KISSIMMEE UTILITY AUTHORITY

RULANCE SHEETS

SEPTEMBER 30, 1987 AND 1986

AGSETS

UTILITY PLANT

Property, plant and equipment (Note o)
less: accumulated depreciation

Construction in progress (Note 4,95)
Inventory - nuclear fuel

TOTAL UTILITY PLANT

RESTRICTED ASSETS (Note 11)
Debt service funds - cash, investments
and accrued interest
- Sinking fund
- Bord Amortization Fund
- Reserve Account
Construction funds - cash, investments
and accrued intere: ¢
ford asset replacesert fund - cash and (nvestments
Customer deposits

TOTAL RESTRICTED ASSETS

CURRENT RB3ETS
Lash and invesiments
woouTLs rece) vable
less! allowarce for doubtful accounts
Notes receivable
Inventory
Due from other goverrments

TOTAL CURRENT RSSETS
OTHER ASSETS
Unamort)zed bond costs

Deferred compersatior plan assets (Note %)

TOTAL OTHER RSSETS

TOTAL ASSETS

See accompanying notes.

8-10

1987 1986
s 99,815, ¢ 76,085 %6
(18, 840, 298) (16, 412, 336)
89, 975, 608 59,643, 5%
5,055, 841 19,103,795
645,739 52, 546
86,677,188 79, 299,931
4, 882, 4R 5,768,518
- 1,519,969
9,903,231 9,491,568
4,157, 32 1,471, 126
1,500, 20 1,500, 0
1,115, 0% 913,123
20,657,989 26, 653, 324
19,455,079 13, 724, %64
5,079, %48 BT, 130
(300, 360) (333,979
30, 225 R, 7%
2| 135.“ :vanN
117.&3 =
26, 498, 74! 19, 126,23
1,202, 482 1,303, 488
165, 4% 18, 149
1,467,978 1,321,637
$135,301,89% ¢ 126,803,124
ERETTTITITED rrzmeTsITIRR



CRPITALIZATION AND LIMBILITIES

CAPITALIZATION
Retained earnings:
Reserved for revorue bond retiresent
Reserved for bond asset replacesent
Unreserved

TOTRL RETAINED EARNINGS
Contributed capital
TOTAL CRPITALIZATION

LONG-TERM DEBT
Revenue Bonds payable (Notes 18,11,12,13)
less: unamortized bond discount

TOTAL LONE-TERM DEBT

QURRENT LIMBILITIES (PAYRBLE FROM RESTRICTED ARSSETS)
Aocounts payable from comstruction funds
Contracts/retainages payable from comstruction furds
fcorued interest payable - revenue bonds
Customer deposits
Cyrrent portion of revenue bonds

TOTAL CURRENT LIABILITIES (PRYABLE FROM RESTRICTED ASSETS)

CURRENT LIRBILITIES (PAYABLE FROM CURRENT ASSETS)
Recounts payable
Due to City of Kissimmee
Accrued taxes payable
Contracts/retainages payable
Accrued salaries
Accum | ated urwsed compensated absences
Deposits payable
Deferred revenues

TOTAL CURRENT LIABILITIES (PAYABLE FROM CURRENT RGSETR)

OTHER LIABILITIES
Due o ewployees under deferred compersation plan (Note 9)

TOTARL LIABILITIES

TOTAL CAPITALIZATION AMD LIRBILITIES

1987 1986
9,883,231 ¢ 12, 42,05
1,500, 008 1,508, 00
11,217,891 6,455, 882
1,71, 122 2,3, 7
2,477, 13 1,298,017
24,198, 258 21,608,749
107,265, MR 108, 868, e
(6,244, 515) (13,546, 816)
101,820, 485 94,513, 184
- 21,9
14,328 257,491
309721~ ‘.’l&m
1, 115,856 913,13
910, M 318, o
6,011,784 5, 626, 741
2,2*.55‘ 1,371.2&
m'm m|m
195, 360 271,%%8
298, 537 7,843
144, 825 82,7
184, 821 195,976
81,%7 368, 854
- 1,928, 843
3,985,873 4, 64, 301
165, 4% 18, 149
111,103,638 104, 082, 3175
$135,301,8% 8 126,003,124




r——-———————————————————————

KISSIMMEE UTILITY AUTHORITY
STATEMENT OF REVEMUES, EXPENSES AND CHANGES IN RETAINED EARNINGS
YEARS ENDED SEPTEMBER 30, 1987 ard 1986

1987 1986
OPERATING REVENLES
Metered sales $ 42,612,033 § 35,659,914
Sales to other utilities . 1,887
Other operating revenves BA7, 015 58, 517
TOTAL OPERATING REVEMLES 43, 259,452 36,242, 318
OPERATING EXPENSES
Power generation 5,718,778 5175, 7%
Purchased power 12,231,719 18, 722, 351
Transeission 688, 632 $79, 86S
Distribution 1,538, 998 1,243, 0%
Administrative and general 2,784, 307 2,311,241
Paywent to the City of Kissiweee 3,338, 166 2,321,685
Depreciation and amortization 2,483,375 2,378,378
TOTAL OPERATING EXPENSES 28,695, 135 24,724, 604
OPERATING INCOME 14, 564, 317 11,517,714
NONDPERATING REVENLE (EXPENSES)
Interest revenue 2,088,974 1,863,547
Interest expense (6, 184, 743) (6,87],49)
Loss .» disposition of assets (17,13%9) -
TOTAL NONOPERATING REVEME (EXPENSES) (4, 112,904) (4,207,943
INCOME BEFORE EXTRAORDINARY [TEW 19, 451,413 7,38, 11
Extraordinary 10ss on advance refurding (Note 18) (9,033, 83) (4, 344, 682)
NET INCOME 1,418,390 2,95, 089
RETAINED EARNINGS AT BEGINNING OF YERR 2, 3, 1R 17,337,643
RETAINED EARNINGS AT END OF YEAR $ 21,721,128 2,3, TR
See accompanying rotes.
)
{
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 3@, 1987 AND 1986

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accaunting policies of the Kissimmee Utility Authority (KUR)
conform to gererally accepted accounting principles as applicable
to utilities, Accounting for the KUA 1s substantially 1in
conformity with the requirements prescribed by the Florida Public
Service Commission and the Federal Energy Regulatory Commission,
The following 18 8 summary of the wore significant policies.

A. Entity Definition

The accompanying financial statements present the financial
position, results of operations end changes in financial
pesition of the KUA 1n  accordance with NCGA Statement No. 3,
“Defining the Goverrnmertal Reporting Emtity", and subsequent
irterpretation No. 7 clarifying the application of Statement
No, 3. The reporting erntity for the KUR includes all
functions in which the BRoard of Directors exercises oversight
responsibility, Oversight resporsibility includes, but is not
limited to, financial interdependerncy, selection of governing
authority, designation of maragemert, ability to significantly
influerce operaticons and accourtability for fiscal matters.
As 2 result of applying the above reporting entity criteria,
no other compornert unitse exist in which the KUA has any
coversight responsibilities which would require inclusion in
the MUR's financial statemernts.

The Hissimmee Utility Authority was created effective October
iy 1985 by the Tity of Kissimmee Ordinance #1265 adopted on
February 19, 1385 ard ratified by the voters on March 26,
1985, The Autharity Board has & members. The Mayor of the
City of Fissimmee 1s a nor-voting Ex-Officio member. The S
voting members are rominated by the Board and ratified by the
City Coamission, The RAuthurity has exclusive )jurisdiction
control  and maragewment of the electric utility and the
fullowing fertors indicate that the KUA is properly excluded
from the City's financial statements:
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VIESIMMEE UTILITY AUTHORITY
“OTES TC FINANCIAL STATEMENTS
235 ENDED SEPTEMBER 30, 1387 AND 1986

(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 KUR.

(3) The City has no authority to interfere with KUA's
cperaticn,

(4) HUA is resporsible for its financial affairs including
rate setting and the disposition of any surplus,

() The City does not guarantee KUR's outstanding debt.

&, Rnrnual Budgets
The KUR follows these procedures in establishing the arnual

budget -

(1) The Gereral Manager submits to the Board of Jirectors a
proposed cperating budget for the ensuing fiscal year.
The operating budget includes proposed experses and the
scurces of receipts tc firnance them,

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

(3) The budget 1s approved by the Board of Directors and
beccmes the basis for operations for the ensuing fiscal
year,

The HKissimmee Utility Ruthority 1s required by charter to
adopt an anrnual budget. Sirce the KUR 18 an enterprise
wperation, no budgetary reporting is included.

. Basis of Rccounting

The MUR uses the accrual basis of accounting with revenues
veiny recogr :ed when earred and expenses recognized when
incurred,
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
VEARS ENDED SEFTEMBER 3@, 1987 AND 1386

ah

Utility Plant

Property, plant and equipment are capitolized at cost when
purchased. Depreciation is provided using the straight-line
method, The estimated useful lives of the varicus classes of
depreciable assete are from 10 tc 9@ years. The various
classes of fixed assets depreciate as follows:

Structures & Impravements 33 1/3 to S@ yrs,
Generation Plant & Equipment 33 1/3 to 40 yrs.
Gereral Machirnery & Equipment 1@ to 4@ yrs,

Nuclear Fue!

Amortization of ruclear fuel 1s based on cost, which 1is
prorated by fuel assembly batch in accordance with the thermal
erergy that each assembly produces. Due to the uncertain
future of the nuclear fuel reprocessing industry and
goverrment approvals for reprocessing and plutonium recycling,
the KUR is estimating no value for residual credits or costs
for future reprocessing.

Recelvables

Utility operating revernues are generally recognized on the
basis of cycle billings rendered monthly., The cycle with the
meter reading date closest to September 30 1s selected as the
cutoff for accrual purposes, The KUA does not accrue revenues
for services delivered during the fiscal year that have not
beer read by September 30,

Invertories
Irvertories are stated at the lower of cost (weighted average)
or market.

Other Rssets

Unamortized bornd discounts and 1ssuance costs on long-term
debt are amortized over the life of the issue on a
straight-lire basis. The KUR considered the effective
interest method of amortizing bond discounts and determined
that no material differerce results from the continued use of
the straight-line method.
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KISSIMMEE UTILITY AUTHORITY
NOTES YO FlnmNCIAL STATEMENTS
YEARS ENDED SEPTEMBER 3@, 1967 AND 1986

I. Reserves
Reserves ara used to indicate a segregation of a portion of
retained earnings equal to the net current assets that are
restricted for meeting various covenants as may be specified
and defired in the various revenue bcnd indentures. Usage of
reserves has beern limited to the following items -

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

o Reserve for Bond Rsset Replacement -~ restricted for
meeting of various contingencies as may be so specified
and defined 1in the indenture (frequently referred to as
renewal, replacement and improvement..

J. Designations
Certain desigretions 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 Irsurance 99, &5
Vine Street Project 375,168
Capital Improvements 19, 172, 301
Lire Extensions 199,659
Rate Stabilization 1,480,330
Total $12,401,583

TEZTSTSEARER

K. Deferred Revenues

Reverues which are collected in advance of being earned are
reported as deferred revenuses., Deferred revenues represent
the KUR's cost of power adjustment revernues collected, but for
which costs have not been incurred. In those instances when
coets have been incurred but cost of power ad)ustment revenues
have not beern collected, the difference 1s recorded as
accounts receivable.



KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 3@, 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 irn 1975,
Armual 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 KUA'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.

DEPQSITE 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 KUAR 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 Goverrment and
certain instruments guaranteed by the U.S. Boverrment .,
Investments may include repurchase agreements. Revernue Bond
Covernants also restrict the type and maturities of investmwents in
the required trust funds (See Note 11D).

Irvestments must be 1n KUR'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 alsc require depositories of public funds to provide
collateral each month at least equal to 5@ percent of the average
daily balance of all public deposits in excess of deposit
insurance. Any loss not covered by the pledged securities and
deposit insurance would be assessed by the State Treasurer and
paid by other qualified public depositories,
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YERRS ENDED SEPTEMBER 3@, 1987 AND 1986

At September 30, 1987, the carrying amount of KUA's deposits with

firancial institutions was $5,599,959 and the bank balance was
] $5,546,801. All bank balances were held by qualified public
| depositories and thereby fully insured or collateralized,.

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

- -

---------------- Carrying Market
1 e Amount Value
Repurchase Agreements $1,487 8 - $ 1,467 $ 1,487
U.S., Gov. Securities 4,295 486 4,741 4,741
U.S: Instrurentality
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
=mEmnEaR mEEZTaER

Level of credit risk assigned to the above investments include:
Category 1 =~ Insured or registered, or securities held by
the Kissimmee Utility RAuthority or its agent
in the Kissimmee Utility Authority's name.

Category 2 = Uninsured and urnregistered, with securities
held by the counterparty's trust department or
agert in the Kissimmee Utility Authority's
rame,
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KISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

3.

The investment in the State Board of RAdministration Pool
(represent ing approximately 82 percent of total investments) 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.

At September 2@, 1987, the Balance Sheet also includes $146,109
of accrued interest on investments.

PROPERTY, PLANT AND EQUIPMENT

The following 1is a summary of property, plant and equipment at
September 30, 1987 and 19861

1987 1986
Nuclear production $ 3,767,691 ¢ 3,688,355
0'her production 60,051,776 39,679,512
Transmission plant 12,247, 342 11,775,228
Distribution plant 21,240,602 18,912,661
Gerneral 2,508, 495 2,009,17

- - -

99,815,996 76,055, 926

Less accumulated depreciation (18,840,298) (16,41%, 336)

- - -

TOTAL s 80,975,608 959,643,599
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

4,

CONSTRUCTION PROJECT INTEREST CO8T

In accordance with Statement of Financial RAccounting Standards
No, 62, "Capitalization of Interest Cost in Bituations Involving
Cartain Tax-Exempt Borrowings and Certain Gifts anc Grants,” the
KUR has recorded intsrest cost on long~term debt issued %o
finance specific capital projacts as construction in progress.
The interest income recorded o unexpended construction project
funds for the fiscal year ended Geptember 30, 1987 and 1986 was
562,080 and 91,228,784 respectively, Interest expense, net of
interest income on those construction project funds was
81,448,359 and $1,514,411 respectively.

MAJOR PROJECTS

A, Stanton Energy Center Unit No, 1 (BEC 1)

The KUR entered into a Participation Agreement with Orlando
Utilities Commission (OUC) ¢to acquire a 4,8193x (20 MW)
undivided ownaership interest in BEC | and to participate in
the use of related common and external facilities, The
capacity and energy of the KUA's ownership interest in SEC 1
will be transmitted through OUC's transmission facilities to
the KUR's transmission facilities, BEC 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
l, the Stanton Energy Center is capable of accommodating three
more units with a total capacity at the Stanton Energy Center
of approxi‘mately 2000 MW,

Each participant in the project financed their share of the
cost independently and no liability exists for the debdt
service required by the other participants, KUR's cost was
financed by the proceeds of the 1384 Bornds and revenues of the
system. KUR's benefit in the Agreement is the added
availability of capacity and energy of the facilities through
ite participation in future energy purchases and it does not
otharwise maintain an ongoing financial interest or
resporsibiliity for the project.

Stanton Zneargy Center began commercial operations on July 1,
1987, A total of 820,721,786 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,
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 1987 AND 1986

Major Transmission System and Substation Improvements

Tha KUR engaged consulting engineers to conduct & transmission
system planning study ¢to develop a plan for the expansion of
the KUAR's transmission system, The study determined that
additional interconnection capacity is required. The study
recommended increases in the interconnection capacity by
reconductoring a portion of the KUR's 69 kV interconnection
with Florida Power Corporation (FPC), installing a 69kV
interconnection between Taft and Busnaventura Lakes
Substations, and installing an additional 230 kV - 69KV
tranaformer 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
KUR indicate the reed for two additional 69 kVI3. 2 KV
substations to serve increasing loads in developing areas of
the KUR's service taerritory. The total cost of these major
transmission and substation improvements is estimated to be
$14,200,0% 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 KUR is party to the following agreements:

R.

In 1975, the KUA entered into a Participation Agreement with
Florida Power Corporation (FPC) to purchase a .6754% undivided
interest in tneir 806 net 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,
KUR's benefit in the Agreement is the added avaiiability of
capacity and energy of the facilities through its
participation in future energy purchases ard it does not
otherwise maintain ar ongoing financial interest or
responsibity for the project.

The KUR does not axercise significant inflience or control
over the operating or financial policies of FPC,




YISSIMMEE UTILITY AUTHORITY
NOTES TO FINANCIAL STRTEMENTS
YERRS ENDED SEPTEMEZR 30, 1987 AND 1986

7.

B, In 1981, the KUA entered a Power Supply Acquisition Agreement
with the Florida Municipa) Power ARAgency (FMPR), Under the
agreement, the KUA 1s 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 gernerating facility. FMPA also has a Reliability
Exchange Agreement with FP & L that enables them to share in
FP & L's St. Lucie Unit Neo. 1. Costs associated with this
agreement are included in purchased power expenses.

LINE EXTENSION POLICY

Irn fiscal year 1985, the KUA charnged its policy related to
extending electric lines for customers. In prior years, the
customer paid the cost of extension and was reimbursed over a
three-year period based on usage of electricity. This usually
resulted in the custorar being reimbursed the entire amount paid
for the line exiension. These agreements were recorded in the
balance sheet as deposits payi“'e, Deposits payable were reduced
from $360,854 at September 30, ... 5 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
September 30, 1987 and 1986, $1,179,119 and 8824, W6
respectively, was collected.

PENSIONS

The KUR employees participate 1in 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
enployees, except City police officers and firefighters. Annual
costs of the persion plan are actuarially computed and include
amortization of past service costs over a 3@ to 4@-year period
begirning January 1, 1574, The employees contribute 2% of their
armual salary to the plan. Arn actuarial study was conducted at
Jaruary 1, 1987 and 1986.
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The table below shows relevant data for the Plan as a whole and
for KUR's portion where this was available:

1987 1986

Total Plan:

Unfunded accrued liability $1,053,501 1,539,969
Value of assets 7,450,413 5, 952, 4Q2
Vested benefits 3,890,734 3,184,115
Nonvested bernefits S14,112 453,759
Actuarial funding requirement 376,015 430, 826
Adainistrative costs 67, 350 55,574
Total employer contribution 443, 365 486, 400
KUR's Portion:

Vested berefits 1,582, 357 1,264,951
Norvested berefits 219,228 185, 965
Actuarial funding requirement 163, 528 159, 188
Administrative costs 32,483 18,437
Total employer contribution 196,011 163,236

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 are: (1) life expectancy 1is
calculated using the GA-1951 Male Mortality projected to 1965 by
Scale C with a five-year set-back for females; (2) an interest
return of 7.5% compounded arnuallyy (3) a salary increase of 6%
per year,

fs of January 1, 1987, the Plan included 280 employees at a total
arrual basic compersation of $5, 183,861, Of these numbers, KUR
employees were 107 at a total annual basic compensation of
$2, 290, 242, Normal retirement eligibility is defined as
attairment of age &% and completion of 10 years of credited
service, Eligibility for early retirement is attained at age 55
ard completion of 15 years of credited service. The Plan also
provides for disability retirement and a death benefit, The
prior year employee contribution rate was 3% (4% i¥ member of
bargairing unit) of basic arnual compensation. A plan amendeent
ir 1986 provides that the employee contribution rate be reduced
i% each year. The shortfall is handled through an increase in
norimal cost and through *he establishment of a plan amendment
base to be amortized over 30 years. KUR's contribution is
calculated by the actuary based on  membership. The
administrative cost of the Plan is a!located proportionately
betweer the City and KUR and paid separately.
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al

1.

DEFERRED COMPENSATION PLAN

The KUA ~ffers 1ts employves o deferred compensation plan created
in accordance wit!. Interral Reverue Coce Section 457, The plan
is administered bty the Irterrational City Maragers Rssociation
(ICMA), The plan, availaeble to all HUA employees, permits them
to defer a portion of their salary until  fature years. The
deferred compensctiorn 13 not available to ewmployees until
termination or unforeseeable energenty tincluding death,
retirement and disability).

All amounts of compernsation deferred, all property ard cighte
purchased, and all income earred are sclely the propert, and
rights of the KUA, subject only to the claims of the Hua's
gereral creditors., Partizipantse' righte urder the plant are
equal to those o gereral creditors of the HUR in an awount equal
to the fair market value of the deferred actount for each
participant. Deferred fowpersation accourts are stated at market
value,

The ICMR is responsible for  irvestment of funds, distribution of
berefits and reporting to participants. The KUR believes that it
is urlikely that it will use the assets tc satisfy the claime of

gerneral creditors in the future,
EXTRADRDINARY 1TEM

During 13987, the KUA sold $££,220,000 of Refurding Reverwe Bonds,
Series 1987. The 1987 BEonds were i1ssued to (1) advarce refunc a
portion (the "Refunded Rords") of the cutstarding $71, 500,00 ir
aggregate principel amount of the Electric Refurding Reverue
Bonds, Series [782-RA (the "1982-A Donds") originally issued Dy
the City, (ii) pay certairn accrued interest in respect of the
1987 Bords, ard (i11) pay certain costs related to the issuance
of the 1987 Bonds. The Refurded Bonds were issued to provide a
portior of the funds regquired to defease the City's FElectric
Refunding Reverue Bords, Series 1982, ard to pay costs of
icsuarce of the 1982-A8 BRonds., The Authority has ceused 1o De
deposited with First Unior National Bark of Florida,
Jacksonville, Florida (the “Esc:ow Holder"'! under the Escrow
Deposit Agreement dated as of Apr:il 1, 13387 (the "Escrow Deposat
Agreemert”), betweern the Authority and the Escrow ilder,
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sufficiernt funds from the net proceeds of the 1587 EBonds and
other available muneys to enable the Escrow Hoider to mwake
irnvestwents, the interest on arnd maturing principal of which will
be sufficient to enable the Escrow Holder to make all payments of
principal of and interest on the Refunded Rorde through September
30, 199 arnd to redeem cor Cctaber |1, 193¢ all of the urnpa:id
Refurded Bords.

A calculation of the net lass on the refunding program 1s as
follows:

Net old bornds refunded ¢ 57,556,605
Ne* new bords i1ssued 66,587,628
L0ss $ 9,033,023

L & & 2 ¢ 3 8 & 3 ¢ 1 J

The loss calculated above is recorded as ar extraordinary item on
the statemert of income for the year ended CSeptember 2@, 1987,
Although the refurnding resulted in the recognitien of an
accounting loss, the KUR 1in effect reduced its aggregate debt
service paymerts by over $12.1 million over the rext 25 ,ears arc
cbtaired ar ecorcmic gairn (difference between the presert va'ues
of the old and rew debt service payments) of $S.2 millior.

REVENUE BONDS DUTSTANDING
The Reverue Bond resoluticns provide for:

A. Establishmert and maintenarce of various funds

(1) Revernue Fund records all operating revenues and
experses of the systemy

(2) Sirking Fund rectic s prancipal ard interest
requirenents;

(3) Bord Amortization Fund reccrds furds held for the
retiremert of term bonds)

(4) Reserve Fund recurds funds held for the maxinuw arrual
debt service requicement;

(%) Rerewal, Replacewert and Improvement “und is to be used
anly for making improvewnent s, extensions and
replacements to the systemy and

(6) Construction Fund records the cost of major additions
to the system finarced by reverue bonds.
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B. Restrictions c the use cash from operations in order of

priority
(1) Depssits sre made to the Revenue Fund to meet current
operatioms according to the budget;
(2) Deposite to the Sinking Fund account are required on or
beforye the 2%th day ¢f each month equal to one-sixth
(1/6) of the interest coming due or the nrext

semi~arnual intarsst paywent date and orne-twelfth
(1/12) »f the principal coming due ' the next
principal pavment date;

Deposits to the Bord Amortization Furnd are required on
or before the 25th of eact month equal to one-sixth
(1/6) of the amortiai ion installiment coming due on the
next semi-armual payment date;

Deposits to the Reserve Fund are to be made wher
required to maintain the Fund at the reserve
requirement (maximum arrual debt service); and

Deposits to the Renewal, Replacement and Improvement
Fund are required aach month in arn  amount eqgual te
one-twelfth (1/12) of the acgopt~d bucdget for ¢hat fund,
The total arrwal ceposit may nct be less than 5% of the
gross revenues for the precedin] fiscal year after
deducting 109X of the fuel expernse and the erergy
comporent of purchased power experses incurred in such
preceding fiscal year. However, no such monthl,
deposit shall be required when the amount ir such fund
shall at least equal $1,500, 000,

Early redemptior

The bond ordinance provides for early redemptior of
outstanding bonds, except original issue discount bonds, at
call rates varying from 100% to 132X of the instrumerts' face
value, dependent upon the call date. Original issue discount
bonds may be redeemed early at call rates of 80X to 100% of
the face value, dependent upon the call date.
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D. Investment restrictions

(1) Funds of the Sinking Fund, Bond RAmortization Fund,
Reserve Fund and Renewal, Replacement and [mprovemsnt
Fund are required to be continuously secured in the
same manner a® municipal deposits of funds are required
to be secured by the Laws of the State of Florida) and
Monies on deposit ir the Sinking Fund and the Bond
Amortization Fund sh. be invested only in direct
obligations of, or obligaticons the principal of and
interest on which are guaranteed 2y the United States
of America and which do not permit redemption prior t¢
maturity at the option of the City., Monies on deposit
in the Reverue Fund, Reserve Fund and Renewal,
Replacemert and Improvement Fund may De invested as
gescribed above as well as in obligations of agencies
of the United States of America, obligatiors rating ar
“R" or better from Moody's Investors Service, Ine.,
bark time deposits represented by certificates of
deposit and bankers acceptances, repurchase agreements,
commarcial paper which has the highest investment grace
rating and shares of investment comparnies which irnvest
principally in United Gtates goverrnment securities.

The refunding and revenue bonds consist of the following serial
and term bondst

Amount Amount
Interest Final Original Qutstarding Qutstanding
Rates/Dates Maturity Amount 9/32/87 9/30/86

$71,500,000 3,260,000 #71,500, 000

Refunding Reverue
Borcs -~ Series
1988
JE, 875,000 36,875,200 136,875,000

Elzctric Revenue
g - Series

3. 75%-€. B0%

/111071 18/1/718 66,020,000 66,020,000
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YERRS ENDED SEPTEMBER 30, 1387 AND 1386

During the year ended September 20, 1987, KUR's montnly transfers
to the 8inking Fund were for amounts less than that called for ir
the bord resclution. The deficiencies created by the incorrect
transfers were corrected at year end, There was no deficiency in
payments to bond holders.

REFUNDED BONDS

The KUR presently has outstanding serial bonds, which were
refunded through the full cash defeasance method on January 4,
1973 and through the net cash defeasince method on February 25,
1982, January 295, 1983, December 31, 198% and April 1, 1987 as
follows:

AMOUNT OUTSTANDING

$ 1,500,000
1,050, 209
8%0, 209
48%, 000

1,115,000
8509, 202
515,000

:LECTRIC REVENUE

1977 SERIES A

1979-1
1982
1982-A
1784

3,195, 000
3,375, 000

18, 400, 200
2,510, 200
47,500, 200
71, 185, 209
28, 400, 200

3,045, 000
3, 450, 000

18, 420, 200
2,545, 200
47,500, 200

28, 400, 200

$167, 995, 000

SENEEEREENsEN

$107,705, 000

2 £ A 2-F 3 3 2 2 2 34

Since governmental obligations are held in ~scrow for the payment

of principal and interest on thease L

liabilities to the KUA,

nds, they are not
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13, CHANGES IN LONG-TERM DEBRT

The following is a summary of bond transactions:

1987 1986
Bonds Payable
Begirnirg of Year $108, 375, 200 * 99, 900,000
New Bonds lssued 66,020,000 36,875,000
Bords Retired (66,220, 000) (28, 400,000)

BONDS. PRYARLE AT

END OF YEAR 108,177,000

$108, 379, 200

The arnual long=term debt requirements are as follows:

YEAR ENDING YEAR ENDING

SEPTEMBER 30 12847 SEPTEMBER 30 1986
1588 s 9,480,081 1987 4 8,796,568
1983 8,673, 568 1988 8, 389, 907
1992 8,671,481 1989 8,988,595
1991 8,999,179 1990 9,072,258
1992 8,996, 169 19914 9,066,894
1993~-1997 44, 952,856 1992-1996 46,620,879
1598~-2002 b4, 067,632 1997-2001 4%,827,372
2003-2007 43,250,230 2002-2006 44,049,750
go08-2012 43,452,670 2007-2011 43,434,831
2013-2017 19,123,850 2eie-20ié 26,034,478
2017-2018 5,689,600
: $235,668,716 255, 962, 1287
LEBS:
Amount representing
interest (127,493,716) (1%1,927,006)
ADD1
Amount representing
bond amsrtization
furnd investnent
purchased and
interest income - 4,339,879
TOTAL AT PREBENT
VARLUE 2108, 175,000 $108, 375, 000
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14, CONTINGENCIES AND COMMITMENTL

The KUR owns a portion of Florida FPower Corporation's nuclear
power plant at Crystal River, Florida. This plant is scheduled
to be decowmissioned in the year 2008, The KUA will be liable
for approximately $€68,00Q in decommissioning costs at that time.
As of September 3@, 1387 and 1986, $83,70@ and %66,800,
respectively was escrowed. An additicnal $10@,20Q0 has been
budgeted to be escrowed during FY 1387/88.
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KISSIMMEE UTILITY AUTHORITY
TRBLE 1
OPERATING REVEMLES BY SOURCL/OPERATING EXPENSES BY DEPARTMENT
LAST TEN FISCAL YERRS

OPERATING REVENLES:

SOURCES 1986 1985 1984

26,829,118

METERED SALES 34,794,795 ¢ 33, 252, %68

PUBLIC STREET ¢
HIGHMRY LIBHTING : 76,281 8e, 2

SALES TO OTHER UTILITIES - 1,887 183, 388
INTERDEPARTMENTAL SALES 725,863 788,838 738,778 686, 824

OTHER OPERATING REVENLES 647,019 580, 517 953, 162 619,121

TOTAL OPERATING REVEMLES ' 43,259,405 ¢ 36,242,318 ¢ 34, 842,68 ¢ 27,934,499

TERZTITTIIZITTND EREZFTETIFTITETINES CRISTTIUTTITTTTTIS IEIITTTTCTTITTVTTI

OPERATING EXPENSES:

DEPRRTMENTS

BUDGET & AUDIT

NUCLEAR POMER GENERATION 879, 544 78S, 795 |, 076,424

OTHER POMER GENERATION (1) 4,839,234 4, 389,997 6,016,859 9, 399, 90!
PURCHRSED POMER (1) 12,231,719 19, 722, 351 19,571,234 S, 564, 182
TRANSH ]SS TN 688, 63¢ 579, 865 511,85 484, ADD
DISTRIBUTION 1, 108,826 925, 953 765, 448 494, 342
PLANNING § ENGINEERING A37,272 37,139 368, 424 284, 760
CUSTOMER SERVICE 597, 353 452,234 457,897 687,734
CIECUTIVE 168,916 212,014 278, 324 198, 78
ADMINISTRATIVE & GENERAL 1, 506, 908 1,698,993 1,278, 681 1,456,651
PAYKENT TO CITY OF KISSIMEE (2) 3,330, 166 2,321,885 -

DEPRECIATION 2,483, 376 2,378,378 2,239,555 1,927,630
ACCOUNTING (3) {, 999 - -
INFORMATION PROCESSING (3) 3,6%

FINRMCE & ADMINISTRATION (3) 182, 311

PERSONMEL § RISK MANRGEMENT (1) 251,963

TOTAL OPERATING EXPENSES ] 8,695,130 ¢ 2A, TTA, 604 8 23,555,815 ¢ 28, 815, 463

TAITHERTTARTETL TS ETISTTCWTTTTIITIEN EXETTETATETITTENT R SCEEPCFNZTEITITT

Inforwat ion separating Purchased Power from Other Power Dereratior
was urobtairable for the years 1978 to 1981,

Payment to City cf Kissimmee prior to 1986 was considered a
ror—operat ing expense,

These departwents were created during 1987,

(-4




1983 1982 1961 1980 1979 1978
) 23,768,482 ¢ 18,797,433 ¢ 19,844,014 ¢ 12,916,663 ¢ 9,962,338 ¢ 8,583,985
68,773 68,655 69, 866 99,213 A6, 287 A AR
116,685 28, 161 1,859,874 793, %66 77,749 91,117
309, 789 362, 643 313,30 261,3% 219,8% a1, %!
242,938 179,931 6, 786,276 171,798 171,020 139, 763
$ 26,706,847 ¢ 19,308,863 19,869,330 ¢ 14,204,112 § 10,467,2% % 3,055, 288
===z = T=T=EEs = ¥
1383 1982 1981 1360 1979 1978
§ . ' . s - s - ' - s -
a3, 0% 518,277 A3, 157 389, 654 336, 549 23,194
4,89, 486 3,955, 3% 11,668, 394 9,268, 197 6,248, 367 S, 164,718
9‘% &217,0% b - - -
345,633 299,299 194,599 99,879 58, 362 45, 621
741,607 796,23 277,516 233,300 228,738 653,491
330,945 273,083 207,412 159,501 143,450 115,298
267,511 206, 484 187,95 133, 161 147,410 174,993
213,362 127, 388 149, 321 168, 757 118,384 71,482
952, 63 1,121,554 1,082,333 2,512 797,542 3%, 9%
1,032,233 976,554 928, 683 738, 665 662, 704 687,140
' 17,088, 6 ¢ 19,972,854 ¢ 15,008,391 » 11,506,826 8,731,497 % 7,516,838

STISTTTIISTTTTIT=Z ITE
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KISSIMMEE UTILITY AUTHORITY
TABLE 2
STATISTICAL DATA

NMEER OF RETRIL ToTAL INCOME BEFORE

FISOL  RETAIL  PERCENT  SALES  PERCENT  OPERATING  OPEAATING  EXTRADRDINARY
VERR CUSTOMERS(1) INCRERGE (M)  INCRERSE  REVEME  INCDE() ITEN
1987 24,106 820 A7, TR 1516 8 43,299,052 & 14,564,317 & 10,451,413 ‘
1986 2,23 228 9,66 11,80 36,202,318 11,517,714 7,388,771
1385 2,752 761 366,15 16,20 3ABA2,68 9,898,875  4,M9,9T7
1984 19, 285 1.5 328,52 .15 27,330,499 7,089,052 1,444, %7
1383 16, 965 7,80 299,97 .90 20,706,847 5,617,941 2,383, NS
1982 15, 756 861 267,20 $.39 19,908,883 3,756,809 1,984,999
1981 14, 507 078 253,58 1,76 19,069,338 4,068,550 2,845,585
1980 13,185 862 222,066 9.02 14,284,112 2,697,286 1,167,881
1979 12,8 6.84 204,248 221 10,467,2% 1,735,600 676, 226
1978 11,233 L9 199,506 11,87 9,055,288 1,539,258 289, 251

(1) Average customer count for fiscal year.
(2) Prior to 1984 the Payment to the City and Amortization expense were
deducted after Operating Income was detersined.
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KISSTMMEE UTILITY AUTHORITY
TABLE 3
SCHEDULE OF REVENUE BOND COVERRGE
LAST TEN FISCAL YEARS

OPERATION NET REVENE

AND AVRILABLE DEBT
FISCAL BROSS MAINTENANCE FOR SERVICE
YEAR REVENLES EXPENSES DEBT SERVICE REQUIREMENTS COVE
1387 ¢ 45,854,926 ¢ 22,881,594 ¢ 22,973,332 ¢ 7,435,621 3091
1386 39,254, 729 29,032, 341 19, 222, 388 7,514, 7% 2.5
1385 38, 563, 461 21,316,263 17,247,198 7,286, 426 2.3
1984 29,659,637 19,287,834 19,371,803 5,901,623 1.76
1983 26,615,463 18,856,673 8,558, 79 6,32, 412 1,42
1982 21,896, 368 14, 9%, 30 6, 100, 2648 3,932,798 1.9
1381 19,775,045 14,087,782 5,687,263 1,548,834 3.69
1980 14,609,276 18, 776, .51 3,833,115 1,265,432 3,8
1979 18,59, 156 8,079,733 2,519, 363 1,145,011 2.2
1978 9,766,729 6,828,869 2,937,839 1,319,917 e.a
GROSS REVEMUES COMPUTATION DEBT SERVICE REQUIREMENTS COMPUTATION
Total operating revenes 43,259,452 Interest expense 6, 184, 743
Interest revenue 2,088,974 fAmortizaiion of bond
Interest reverwe disco nt (422,912)
capitalized 562,080 Other interest experse (44, 335)
Interest revenue - Bord Interest experse capitalized 2,018,439
Amcort ization Fund (55,580) Interest expense paid out
mmmmameemem=e  of comstruction fun¢ (1,348, 232)
Total Gross Revenues 45,854, 26 Principal gie, e
Purchase of treasury bonds
0 & M EXPENSES COMPUTATION - Bond Amortization Furd 193,538
Total operating expenses 268,695,135 Iaterest revenue - Debt
Payment to the City (3,339, 166)  Service Fund (55, 580)
Depreciation & amort, QLIS - - - g e Deeesaetness

------------ Total Debt Service
Total O & M Expenses 22,881,594 Requirements 7,435,601
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KISSIMMEE UTILITY AUTHORITY

TRBLE &

SUMMIRY OF DEBT SERVICE REQUIREMENTS TO MATURITY

SERIES
19828

1388
1989
190
1991

1997

xNie
a1l
212
 JK
cRl4
215
R16
an

$

1,028,038
1,128,150
1,126,450
1,458,738
1,449,238

6,170,614

TzTzzssEEses

ALL SERIES

SERIES
1985
3,825, 585
3,803, 160
3,08, 523
3,000,873
3,025,993
3,827,693
3,820,837
3,825,320
3,801,680
3,018,680
3,806,435
3,823,625
3,039, 545
3,020, 825
3,039,175
3,002, 300
3,83, 050
3,081,159
3,826,179
3,006,850
3,022, 750
3,003, 450
3,801,975
3,803,350
3,026,%5
3,822,050
3, 008, 725
3,825,650
3,802, 825
3,800, 600

SERIES
1987
A, 516, 458
4,522,258
4,516, 508
4,519, %8
4,529,338
5,975, 538
5,978, 536
5,97, %8
5,93, 196
5,955, 718
5,951,448
5,824, 748
5,829, 343
5,661,943
5, 668, 585
5,663, 0%
5,670, 65
5, 668, 345
5,667, 555
5,461,690
5, 668, 480
5, 656, 040
5,679, 580
5, 669, 040
5,671,060

—

8,671,481
8,993,179
8, 9%, 169
9, 8,231
8,931,371
8,932,978
8,999,178
8,974,398
8,977,683
8,848,373
8, 859,928
8, 682, 768
8,638, 680
8, 685, 35
8,693,119
8,689,495
8,693,738
8, 488, 542
8,691,230
8,679,49
6,692,555
B,6%, 1R
8,698, ¢
3, 822,80
3, 028,75
3,025,650
3,822, 8¢
J 804 68

- ————————

$ W, 732,370 § 137,835,732 ¢ 234,758,716

sEITasIEEsSS
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KISSIMMEE UTILITY AUTHORITY
TABLE 6
STATEMEL | OF BONDED DEBT AND INT

REFUNDING REVENUE BONDS-SERIES |

SEPTEMBER 38, 1987

BOND INTEREST
YEAR ENDING INTEREST

OCTOBER | RATE - % DUE APRIL 1 DUE OCTOBER |

$ 1,348,239 I. 360, 2%
1,329,080 I, 329, 088
1,316, 76 1,316,761

{, 382,937

$

PRINC PR

WE OCTOEER |

A5, R
%5,
195, 009
415, 800
A50, o
485, 00
515, o
560,
H00, 0
645, 00
705, M
768, MR
gl e
890, a0
375, R
|, 250, 299
i, 140, 000
235, e

|, 825, R
{, 945, 000
¢, 075, a
2, 285, o
2, 355, 00
2, NG, e
2, 665, dR

, 842, 00

36,875, e




KISSIMMEE UTILITY AUTHORITY
TRRLE 7
STATEMENT OF BONDED DEBT AND [NTEREST
REFUNDING REVEMUE BONDS-SERIES 1987
SEPTEMBER 39, 1987

BOND INTEREST
YERR ENDING ————————— e - oo PRINCIPA TOTAL DEBT
OCTOBER | DUE APRIL | DUE OCTOBER 1 DUE OCTOBER | SERVICE
1988 : 2,080,729 ¢ 2,088,729 ¢
1989 2,073,629 2,073,629
1999 2,065, 754 2, 865, 754
1991 2,057,284 2, 857, 284
1932 2,847 %9 2,847, %9
2,837,769 2,837,769
1,999, 263 1,998, 269
1,338,529 1,938, 59
|, 882,893 1,882,839
1,828, 359 1,829, 359 S5, 955,718
1, 753, 224 1,753, 224 S, 951, 448
1,679,874 1,679,574 e ) 5,824,748
1,684,6% 1,604, 69! 2,62 S, 829, 383
1,593,472 1,523, 471 2,619 5,661,943
1, M, 753 [, 641,752 2, 788 S, 668, 585
| 354, 825 1, 354, 825 2, 955, 5,663, 850
1,255,033 1,259, 8% ! S, 678, 865
1,149,173 1,149,172 5, 668, 345
1,836,278 i, 036,277 5,667, 555
915. B4 315, 84S 1,630, & 5,461,690
794,249 794, 240 5,668, 8@
655, 508 655, 529 5, 656, 840
97, 7R 55 5, 679, 589
5,669, 84
9,671, %68

A
a 4

]
!
'
|
|

-

4,516,458
§, 522,258
4,516,508
4,519,568
4,529,938
9,975,538
5,979,538
5,967,858
3,969, 198

29 o
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KISSIMMEE UTILITY AUTHORITY

TRBLE 8
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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 <€or 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,

In order to be awvarded a Certificate of Achievement, a
governmental unit must publish an easily readable and
efficiently organized comprehensive annual finencial report,
vhose contents conform to program standards. Such reports
must satisfy both generally accepted accounting principles
and applicable legal requirements.

A Jertificate of Achievement 1is valid for a period of one
vaer only. Management believes that this report continues to
conform to Certificate of Achievemert Program standards.



Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Utilities Commission City of
New Smyrna Beach, Florida

For its Component Unit
Financial Report
for the Fiscal Year Ended
September 30, 1986

A ‘7,\" ficate of Act evement! tor E',‘.L\‘.A,',"'\\‘ n } nancia
Reporting is pr nted by the G wvernment }V"u‘.'&!_' Officers
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OFFICE OF R. RONALD HAGEN
DIRECTOR OF UTILITIES

UTILITIES COMMISSION

CITY OF NEW SMYKNA BEACH, FLORIDA
ELECTRIC, WATER, POLLUTION CONTROI
Post Office Box 519 - 120 Sams Ave
New Smyrna Beach, Florida 320700519
104)427-1361
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To the Chairman and Members

of the Utilities Commission
December 9, 1987
Page Four

Debt Administration

The revenue certificate debt coverage is a useful indicator of the Utilities
Commission's debt position. The current year's revenue certificate coverage
{8 2.03 times snd 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 (net of
depreciation and required payments to

the City) —18,106,895
NET REVeNUES PER CERTIFICATE RESOLUTION $ 6,460,880

Annual debt service requirement (net of
accrued interest from issuance of
Series 1986 and Series 1987 Certificates

of $67,876) $ 3,175,317
COVERAGE RATIO 2.03 Times
e

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

below:
Eiscal Year Coverage

1978 1.48x

1979 2.18x

1980 1.94x

1981 2.46x%

1982 2.1l4x

1983 1,79x

1984 2.37%

1985 2.16x

1986 2%

1987 2,.03x
In Octobar 1986, the Utilities Commission issued $6 “10,000 Utili:les System
Revenue Improvement Zertificates, Series 1986. i(.oceeds from the .986
Certificates, net of certain issuance costs, were used to finance the

acqusition of certain electric distribution facilities “rom Florida Power and
Light Company (see Note 6 to the financial statements),

%l




To the Chairman and Members

of the Utilities Commission
December 9, 1987
Page Five

On April 1, 1987, the Utilities Comrission issued § 8,505,000 in Utilities
System Refunding Revenue Certificates, Series 1987, to provide for the advance
refunding of 7,315,000 outstanding Utilities 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 1in 9.375% term bonds subject to mandatory redemption in part, by
lot, in various amounts from April 1, 2000, through April 1, 2005; ana
$3,130,000 1in 9.50% term bonds subje :t 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
Certificates, Series 1386 A AAA (FGIC Insured)

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

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

Commjitments

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 Uuit No.
2, a nuclear generating unit with an estimated net capability rating of 802MW,

The Commission’s participation pcrovides for a 9.884% entitlement share of

FMPA's 8.806% unuivided ownerzhiip interest. Under the participation agreement,
the Commission is obligarcd to provide approximately $2.97 million annually.

xii



To the Chairman and Members

of the Utilities Commission
December 9, 1987
Page Six

Cash Management

Cash temporarily 1idle during the year was invested through the use of a
competitive bid procedure in short-term time deposits and medium short-term
investments. Shorter investment periods were utilized by the Utilities
Commission due to the rapid changes and uncertainties of interest rates
experienced during the fiscal year. The 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 luring 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 allnwed the opportunity to
participate. The service agreement obtained rovides the Utilities
Commission many services free of charge and provides for the investment of
all cash balances in money marke¢ accc.:nts 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
Utilicies Commission's checking accounts as the result of the banking service
agreement for fiscal year ended September 30, 1987,

Average Interest

Yield  _Income

October 5.61% $ 31,289
November 5 45% 29 ,6u8
December 5.48% 35,329
January 5.48% 31,017
February 5.48% 28,494
March 5.48% 29,638
April 5.48% 26,948
May 5.48% 26,124
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 Utiliti~s Commission are used to provide its customers
electric, water and pollution control utility services.

xiii
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LIABILITIES AND UTILITY EQUITY 1987 1986
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
—1.2272,2¢% __ 9,330,927
TOTAL UTILITY EQUITY 24,606,454 _ 25,158,847
Revenue certificates payable (net of
current portion) 37,855,000 30,890,000
Less: Unamortized debt discount - 193,350 ____711.500
TOTAL LONG-TERM DEBT 37,061,650 _30,178,500
Deferred compensated absences 329,214 299,404
Reserve for nuclear re-fueling and
maintenance outage 106,864 63,007
Reserve for nuclear plant decommissioning costs 153,603 109,733
TOTAL DEFERRED CREDITS AND OPERATING RESERVES 389,681 472,144
sets);
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

CURRENT LIABILITIES (Payable 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 2,867,248 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 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
From cperations:
Net (loss) befeore extraordinary item $ (437,634) § (247,111)
Items not requiring working capital:
Depreciation and amortization 2,134,005 1,780,344
(Gain) loss on disposal of utility plant-net (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 1,385,545 -
| TOTAL FROM OPERATIONS AND EXTRAORDINARY ITEM 128,900 1,681,091
Contributions in aid of construction 1,270,78¢ 1,027,004
Decrease in restricted assets 394,365 510, 884
Increase in other liabilities payable from
restricted assets 510,924 229,671
Decrease in other assets (net) 90,403 169,592
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 (net

of discount of $176,570 6,323,430
Proceeds from sale of utilities system refunding

revenue certificates, Series 1987 (net of

carrying value of refunded debt of $6,904,011

and discount of $194,6488) 1,456,633 .
TOTAL SOURCES OF WORKING CAPITAL 10,553,296 __ 3,664,495
Additions to utility plant 9,773,409 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 142,046 :
TOTAL USES OF WORKING CAPITAL 40,853,355 __3.421.711
NET INCREASE (DECREASE) IN WORKING CAPITAL § (300,059) § 242,784

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

5




TATEM
%




NOTES TO THE FINANCIAL STATEMENTS




UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies 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
Comeission. 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 amcndments
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 vears.

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
are incorporated in the City's Comprehensive Annual Financial Report as
an enterprise fund activity,

In 1983, the Utilities Commission entered into a participation agreement
with Florida Municipal Power Agency (FMPA) for an entitlement shars of
electric capacity and electric energy from FMPA's undivided ownership
interest in Florida Power &nd 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 ar ‘angement is not a joint
venture and neither FMPA nor the other wutilities which entered into
participation agreements with FMPA for entitlement shares from FMPA's
undivided ownership interest in St. Lucie Unit No. 2 are accounting for
the agreement as a joint venture. Accordingly, the Utilities Commission
is not accounting for the agreement as a joint venture,.



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

September 30, 1987 and 196 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 .tatements. It relates to
the timing of the measurements made, regardless of the measurement focus
applied. The Utilities Commission wutilizes 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 erd so as to provide a
better matching of service revenues and the costs of providing the
service.

BUDGET AND BUDGETARY ACCOUNTING

An annual budget was adopted for the electric, water and pollution
control wutility 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 administracive 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 d.rectly
related to an electric territorial acquisition project,

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
to the investing fund accounts based upon the investment equity and are

used, where applicable, to finance general wutilities commission
operations,

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 irvestment.



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

September 30, 1987 and 1986 —Page 3 of 19
1. SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (Continued)
G. RECEIVABLES

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 earned betweon 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. LUNAMORTIZED 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 presentcd as other assets.

J. RESTRICTED ASSETS

Proceeds from debt, funds required to be set aside for the payment of
enterprise fund reverue 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.
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 Page 4 of 19
1. SUMMARY OF SICNIFICANT ACCQUNTING POLICIES (Continued)

K.

L.

UTILITY PIANT (Continued)

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

Depreci:tion 1is 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 c> st of the assets over their economic
estimated useful lives which are as follows:

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 5 years
Other general plant 10 - 35 years
Collection plant 35 - 50 years
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

The portion of employee payroll costs paid subsequent to jear-end
attributable to services performed prior to year-end is recorded and
recognized as a current liability., Employees earn annual vacation leave
at the rate of 80 hours per yvear for one through five years of service
and 80 hours plus eight hours for each two years service over the fir.t

five years to a maximum of 160 hours per year. All outstanding vacation
ieave is payable upon termination,
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 Page 5 of 19
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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,
employees make an irrevocable election reparding 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 lst pay rate.

CONTRIBUTIONS

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

RESERVES

Funded reserves are used to record a portion of retained earnings which
must be segregated for some future wuse 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
incurred for the removal and installation of nuclear fuel assemblies.
Charges are made against the reserve at the time the actual re-fueling
takes place. The reserve for nuclear plant decommissioning costs was
established to account for the estimated costs of nuclear plant
decommissioning. Charges against the reserve will be made at the actual
time of decommissioning.

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 enersy is recovered over a four month period
and is determined as the difference between actual applicable fuel costs
and the costs actually billed during the same period,

The cost of nuclear fuel 1is amortized to fuel expense based on the
guantity of heat produced for generation of electriec energy in relation
to the quantity of heat expected to be produced over the life of the
nuclear fuel core,
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 -Page 6 of 19
2. [FEIXED 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 § 113,465 § 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 8,403,604 139,251,073
Other general plant and

equipment 4 889,458 _ 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

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 _ Control __ Total
Land and land rights $ 1,234,156 & 99,830 § %,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 3,580,602 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
Less: Accumulated
depreciation 2

3,671,963 _ 3,600,542 19,164,023
17,673,465 10,254,632 13,915,469 41,843,566
Construction work in

progress 1.814.186 126,753 105,674 2,646,613
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 bLased
on average accumulated construction expenditures.
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UTILITIES CMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL S[{ATEMENTS

September 30. 1987 and 1986
3. RESTRICTED ASSETS

Restricted assets consist of the following:

September 30. 1987

Page 7 of 19

Accrued September 30,
Interest 1986
—Cash __ Investment Receivable _Total _ __ Total
Rebt, _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 - - B - 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
Cantrol Connection
Fee Fund 1,851,205 - - 1.851.208 1,848,519
-3.582,620 - 4,155 _3,586,775 _4.840,077
Customer deposits 887,456 - = 887,456 __ 764,768
CR-3 decommissioning
Fund —133,603 . . 133,603 __ 109,733
$4,623,679 $4,899,393 § 79,518 $9,602,590 §9,996,955

4. CASH DEPOSITS AND INVESTMENTS

Pursuant
Florida,
Department

to the applicable provisions of Chapter 280, F.S., the State of
Department of Insurance, Bureau of Collateral Securities, and the

of Treasury have established specific requirements relative to
security and collateralization for public deposits. Accordingly, banks
qualifying as a public depository in the State of Florida must adopt the
necessary procedures outlined in these statutes and meet all of the
requirements of this chapter to be designated by the State T-easurer 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.

13



UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO [HE FINANCIAL STATEMENTS

September 30, 1987 and 1986 —Page 8 of 19

4,

CASH DE"OSITS 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 Bank

~Amount Balapnce
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. 2,073,145 _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 ‘zed cost, plus accrued interest
and their respective market values are as t. lows:
Amortized Market

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

accordance with Ch, 280, F.§.) $2,097,430 $2,097,430
U. 8. Treasury notes 1,401,891 1,408,310
U. §. Treasury SLGS/bonds 682,187 682,387
U. §. Treasury SLGS/notes 193,048 193,048

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

ACCOUNTS RECEIVABLE

A summary of net accounts receivable at September 30, 1987 and 1986, 1is as
follows:

1987 1986
Billed customer accounts receivable $1,263,579 § 985,646
Customer notes receivable 2h4 2.52%
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 BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 Page 9 of 19
6. LONG-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 Jue 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 -

38,795,000 31,620,000

Less: wunamortized 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 Commiseion 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:
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 Page 10 of 19
6. LONG-TERM DEBT (Continued)

"Any holder of certificates or any coupons appertaining thereto
issued wunder 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 certificatcs 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:
1987 1986
Series 1978 Certificates $ 665,000 $ 630,000
Series 1985 Certificates - 100,000
Series 1986 Certificates 90,000 -
Series 1987 Certificates 185,000 B

§ 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 ~Ainterest =~ Requireicnts
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
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 _Page 12 of 19
6. LONG-TERM DEBT (Continued)
Payment Coupon Total
Date ~Principal -Rate ~lnterest Requirements
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
10-1-96 135,000 6.50 202,122 337,122
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
N4-1-00 182,148 182,148
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
04-1-10 92,800 92,800
10-1-10 355,000 7.25 92,800 447,800
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
10-1-12 410,004 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, J44 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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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986
LONG-TERM DEBT (Continued)

6.

Payment

Date
04-1-88

10-1-88
04-1-89
10-1-89
04-1-90
10-1-90
04-1-91
10-1-91
04-1-92
10-1-92
04-1-93
10-1-93
04-1-94
10-1-94
04-1-95
10-1-95
04-1-96
10-1-96
04-1-97
10-1-97
04-1-98
10-1-98
04-1-99
10-1-99
04-1-00
10-1-00
04-1-01
10-1-01
04-1-02
10-1-02
04-1-03
10-1-03
04-1-04
10-1-04
04-1-05
10-1-05
04-1-06
10-1-06
04-1-07
10-1-07
04-1-08
10-1-08
04-1-09
10-1-09
04-1-10
10-1-10
04-1-11

Page 13 of 19

5 165,000
190,000
200,000
210,000
220,000
230,000
245,000
255,000
270,000
285,000
305,000
325,000
345,000
370,000
390,000
420,000
445,000
480,000
510,000
545,000
585,000
630,000

670,000

123,000
$8,505,000

1987 Certificates

Coupon

Rate Interest

4,25% $ 276,919

272,988

4.50 272,987

268,713

4.75 268,712

263,963

5.00 263,962

258,713

5.20 258,712

252,993

5.40 252,992

246,783

5.60 246,782

239,923

5.80 239,922

232,528

6.00 232,527

224,428

6.20 224,427

215,593

6.40 215,%92

205,833

6.50 205,832

195,270

6.60 195,270

183,885

6.70 183,885

171,490

7.00 171,490

157,840

7.00 157,840

143,140

2,00 143,140

127,565

7.00 127,565

110,765

7.00 110,765

92,915

7.00 92,915

73,840

7.10 73,840

53,073

7.10 53,072

30,708

7.10 30,707

6,923

7.10 6.922

$8,336,649
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Total

Requirements
$ 461,919

272,988
462,987
268,713
468,712
263,963
473,962
258,713
478,712
252,993
482,992
246,783
491,782
239,923
494,922
232,528
502,527
224,428
509,427
215,593
520,592
205,833
530,832
195,270
540,270
183,885
553,885
171,490
561,490
157,840
577,840
143,140
588,140
127,565
607,565
110,765
620,765
92,915
637,915
73,840
658,840
53,073
683,072
30,708
700,707
6,923

—_—201,922
$16,841,649



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

Septembex 30, 1987 and 1986 —Page 14 of 19

6.

LONG-TERM DEBT (Continued)

D. The aggregate annual debt service requirements for the certificates 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 Certificates

On April 23, 1987, The Utilities Commission issued $8,505,000 in Utilities
System Refunding Revenue Certificates, Series 1987 with an average coupon
rate of 6.84% to advance refund §7,3.,,000 of outstanding Utilities System
Refunding Revenue Certificates, Series 1985, with an average coupon rate of
9.33%. The net 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 Certificates sinking fund monies were used to
purchase U.S. pgovernment securities. Those securities were deposited into
an irrevocable escrow account with an escrow agent to provide for all future
debt service payments on the Series 1985 Certificates. As a result, the
Series 1985 Certificates are considered to be defeased and the *'~bility for
those 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 Utilities
Commission in effect vreduced its aggregate debt service payments by
$1,000,438 over the next twenty four years and ob.ained an economic gain
(difference between the present values of the old and new debt service
payments) of $586,589.

In prior years, the Utilities Commission defeased certain outstanding
utilities revenue certificates of the Commission and certain general
obligation bonds of the City of New Smyrna Beach issued for the System
payable out of revenues derived from the operation of the utilities system
by placing the proceeds of new certificates in {irrevocable trusts to
provide for all future debt se.vice payments on the old certificates /bonds.
Accordingly, the trust account assets and the 1liability for the defeased
bonds are not included in the Commission’s financial statements, At
September 30, the following certificatrss/bonds are considered defeased:

1987 1986
Waterworks and Electric:
Series 1955--3,754 due serially to 1993 $ 831,000 $ 869,000
Series 1962 refunding--3 5% due serfally to 1987
and $35,000 in 1999 15,000 98,000
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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

September 30, 1987 and 1986 Page 15 of 19
/. 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 §-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
Series 1982-.12.625% due serially from 2012
to 2016 6,190,000 6,190,000
1987 Refunding:
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

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

Current Deferred Current Deferred

Vacation credits
Sick leave credit

$146,122 $ 36,530

$260,544 $329,214

$136,242 § 34,061
-116.422 292,684  _ 97,615 _265,343

$233,857 $299,404

9. REQUIRED PAYMENT TQ THE CITY OF NMEW SMYRNA 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 wutilities under

Commission control. This payment is subordinate to the

debt service

requirement of all utilities revenue certificates and is recorded as a

quasi-external transaction for financial reporting purposes,

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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CITY OF NEW SMYRNA BEACH, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS

sSeptembex 30, 1987 and 1986 Page 16 of 19

10,

11,

EMPLOYEE PENSION PLAN

The Utilities Commission contributes to the Florida Retirement System of
the State of Florida, an Agent Multiple-Eaployer Public “mployee retirement
system that acts as a common investment and administrative agent for
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
parti~ipating employees, wupon attaining their normal retirement date, will
receive a monthly benefit based upon years »f service and average monthly
salary at retirenent. The system also provides for disability beuefits.

The funding merhods and determination of benefits payable are provided in
the various acts of the Florida Legislature, which created the fund,
including subsequent amendments thereto. In previous years, these acts
provided, in general, that funds were to be accumulated from employee
contributions, employer contributions, State appropriations and income from
investments of accumulated funds, 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

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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UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
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September 30, 1987 and 1986 Page 17 of 19
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 6,533,857 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 nave been treated as
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 requiremerts of the 1985 certificates. Accordingly, the
transaction has been recognized as an in-substance defeasance.

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
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
sinking fund resources 19,333
LOSS FROM DEFEASANCE OF DERT §1,385,545
S e e
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13.

14,

LECAL MATTERS

The Utilities Commission has been served in a case secking to enjoin the
collection by the Utilities Commission of the A% ~equired payment to the
City of New Smyrria Beach (see Note 9). The Plaintiffs are also seeking a
Judgement against the Commission for the return of an ameunt equal to the
sums collected by the Commission which are included in the base utility
vates of the Commission. While the Commission considers the Plaintiffs
claim to be without merit, an unexpected, unfavorable outcome 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 covered by insurance which would inhibit the

Commission's ability to perform its operations or materially affect its
financial condition.

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 net capability rating of 802 MW, St,. Lucie Unit No. 2 was
subsequently  uprated and now has a seasonally adjusted 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. Lucie Project Refunding Revenue Bonde, Series
1986 (together, the "St. Lucle Project Bonds"), for an 8.806% undivided
ownership interest of St. Lucie No, 2 together with rights to receive
electric capacity and electric energy under a relliability 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 {ts
output from St. Lucle No. 2 for a 1like amount from St. Lucie No. 1 to

mitigate the potential for economic loss resulting from an extended or
permanent outage of St., Lucie No. 2.

The Utilities Commission {s mnot directly obligated to pay the St. Lucile
Project 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 Project, including electric capacity and electric energy under the
reliability exchange agreement with FP&L. In the event payment {s not
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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 Projcct 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 ~f decommissioning costs
applicable to 1its 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. Rased 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 systeme and to present the budgetary
comparisons and are not necessary for a fair presentation in
conformity with generally accepted accounting principles.




UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

COMBINING STATEMENT CF REVENUES, EXPENSES AND

CHANGES IN RETAINED EARNINGS

For the Fiscal Year Ended September 30, 1987
—Nith Comparative Actual Amounts for the Fiscal Yeac Ended September 30, 1986

1987

—Utilities Systems Allocations

Electric Water

Sales
Other revenues

Production expenses

Transmission, distribution and sewage

collection

Customer accounting

Administrative and general

Required payments to the City of
New Smyrna Beach

State utilities tax

Depreciation

OPERATING INCOME (LOSS)

APQ.__ NONOPERATING REVENUES:
Interest earnings
Other income

Cain on disposal of assets

TOTAL INCOME (LOSS)

LESS. NONOPERATING EXPENSES:
Interest and debt expense
Other expenses

Loss on disposal of assets

NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITIM
Loss from defeasance of debt
NET INCOME (LOSS)
RETAINED EARNINGS - BEGINNING OF YEAR
RETAINED EARNINGS - END OF YEAR

26

$17,570,403

—hb4,571
12,714,974

11,268,860

1,157,241
375,624
1,731,664

1,020,323
243,184
—1.034,223
-16.831,119

—883,.853

142,520
130,045
—282,962
—262,337

3 y
1,354,807

21,876
18 481

Pollution
Lontrol

$ 2,840,565
—83.351
—-2.925,916

693,194

317,501
148,757
636,933

173,449

337,457
—2.307,29)

—b18,625

267,987
10,193

$ 1,823,300
U
—1.831,060

956,025
89,757
488,155

107,799

—213.702
—2.155,438

—i(324,394)

254,602
8,003

—nl8.180
—296,805

758,391
39,659

—1.395,164

51,228

—£23.495

(3572,267)

(566,931)

—262.603
—i{61.789)

469,993

39,947
—13,264
——225,204

(586,993)

—26.988
(683,981)

—5.694,920 __ 2,613,834 __ 242,153

$ 6,122,653 § 2,046,923 §

(441,828)




1987 1986
Combined Combined
—System System
$22,234,268 $20,084,838
——1.666 ____ 148,175
22,471,936 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
21,293,848 18,946,565
—~1 178,086 _ 1,286 448
665,119 818,337
148,241 151,326
—e89.962 ______ 1,630
—a103,322 971,293
a8l .408 __ 2,257 741
2,583,191 2,421,468
101,482 23,423
—0,369 _____ 59 961
—2.719.042 __ 2. 504,852
(437,634) (247,111)
~1. 385,545 -
(1,823,179) (247,111

~2.330,927 __ 9,798,038

$ 7,727,748

$ 9,550,927




UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES - BUDGET AND ACTUAL -
ELECTRIC SYSTEM
the Fiscal Year Ended September 30, 1987

Variance
Favorable

Budget  Actual (Unfavorable) Actual

QPERATING REVENUES:
Electric sales
Other revenues

TUrAL OPERATING REVENUES

OPERATING EXPENSES.
Power production and fuel
Transmission and distribution
Customer accounting
Administrative and general
Required payments to the City

of New Smyrna Beach

State utilities tax
Depreciation

TOTAL OPERATING EXPENSES

OPERATING INCOME

ARD. NONOPERATING REVENUES:
Interest earnings
Other income

CGain on disposal of assets

$17,312,924
—139,000

12,471,924

11,069,442
920,454
398,701

1,628,060

1,038,776

267,562
—_—885,462
16,208,457

—1.263,467

400,768
135,000

TOTAL NOWOPERATING REVENUE 235,768

TOTAI, INCOME

586G+ N E
Interest and debt expense
Other expense
Loss on disposal of assets

1,529,987

-

$17,570,403
—144,571

A2.7146.974
11,268,860
1,157,241
375,624
1,731,664
1,020,323
243,184
—1.034,223
16,831,119
—883,855
142,530
130,045
——289,962
—262,537
—1.446,392
1,354,807

21,876
18,481

$ 257,479
—{14,429)

—243,050
(199,418)
(236,787)

23,077
(103,604)

18,453

24,378

—{148,761)

—£622,662)

—(379,612)
(258,238)

(4,955)

—26.,769

—(352,843)

175,180
(21,876)

TOTAL NONOPE™ATING EXPENSE__1,529 987

NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM

EXTRAORDINARY ITEM:

Loss from defeasance of debt

NET INCOME (LOSS)

269,248

§ 269,248

—1.395,164

51,228

—b23,495

(18.481)
—A34,823

(218,020)

~£623,4995)

§ (572,267) $(841,515)

$15,627,117
—115.912

13,743,029

9,916,258
828,384
354,358

1,646,111

945,448
241,059

—836.322
~14,787,940

—2233,089

208,042

104,757
RS ) |
—313,190

—1.268,279

1,164,093
23,405

$ 23,446
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UTILITIES COMMISSION

CITY OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES - BUDGET AND ACTUAL -
WATER SYSTEM
For the Fiscal Year Ended September 30, 1987

1987

I

30, 1986

1986

Variance
Favorable

Budget _ Actual (Unfavorable) Actual

29

Metered water sales $ 2,731,708 § 2,840,565 §$ 108,857 § 2,705,503
Other revenues —10,000 ____ 85,351 ___15.351 _____ 29,518
TOTAL OPERATING REVENUES __ 2,801,708 _ 2,925,916 _ 124,208 _ 2,735,021
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
Interest earnings 266,397 267,987 1,590 324,736
Other income 40,000 10,193 (29,807) 36,803
Gain on disposal of assets - . . 1,144
TOTAL NONOPERATING REVENUE 306,397 278,180 __(28.217) ____ 362,683
TOTAL INCOME §02.922 896,805 __ 93,883 —263 248

\J

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
TOTAL NONOPERATING EXPENSE 770,385 798 . 8674 (28,289) 788,794

NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM 32,537 98,131 65,594 174,454
Loss from defeasance of debt . - 665,062 (665.062) -
NET INCOME (LOSS) $ 32,537 § (566,931) $(599,468) $§ 174,454
L S mes s s




UTILITIES COMMISSION
CITY OF NEW SMYRNA BtACH, FLORIDA

STATEMENT OF REVENUES AND EXPENSES - BUDGET AND ACTUAL -
POLLUTION CONTROL SYSTEM
For the Fiscal Year Ended September 30, 1987

Q. 1986

1987 1986

Variance
Favorable

Budget _ _ Actual (Unfavorable) Actual

Pollution control charges § 1,842,660 $ 1,823,300 $ (19,360) § 1,752,218
Other revenues 1,000 71,744 6,744 2.745
TOTAL OPERATING REVENUES _ 1,843,660 _ 1,831,046 _ (12.616) _ 1,754,963
Collection and treatment
system 972,528 956,025 16,503 939,425
Customer accounting 90,521 89,757 7164 81,416
Administrative 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 —A15.736 ___ 513,702 _(397.966) __ 494,087
TOTAL OPERATING EXPENSF3 _ 1,812,934 _ 2,155 438 ~(342,504) __ 2,024,169
OPERATING INCOME (LOSS) ___ 30,726 __ (324,394) —£355.120) __(269,206)
Interest earnings 276,815 254,602 (22,213) 285,559
Other income 5,000 8,003 3,003 9,766
Gain on disposal of assets . . - 95
TOTAL NONOPERATING REVENUE 281.815 262,605 (19.210) 295,420
TOTAL INCOME (LOSS) 312,561 ____ (61,789) ~L376,330) 26,214
Interest and debt expense 458,956 469,993 (11,037) 470,982
Other expenses . 39 947 (39,947) 18
Loss on disposal of assets 15,264 (15.264) 225
TOTAL NONOPERATING EXPENSE 458,956 229,204 (66,248) 471,225
NET INCOME (LOSS) BEFORE
EXTRAORDINARY ITEM (146 ,415) (586,993) (440,578) (445,011)
Loss from defeasance of debt . 96,988 (96,988) :
NET INCOME (LOSS) 9 (146,415) § (683,981) $(537,566) § (445,011)
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SUPPLEMENTARY SCHEDULES

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
greater clarity. Financial schedules are not necessary for a
fair presentation in conformity with generally accepted
accounting principles.



UTILITIES COMMISSION Schedule 1
CITY OF NEW SMYRNA BEACH, FLORIDA
ELECTRIC SYSTEM
SCHEDULE OF OPERATING EXPENSES
For the Fiscal Years Ended September 30, 1987 and 1986
1987 1986
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
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
Operation 934,695 673,645
Maintenance —l22,346 154,739
~L.157.24] 828,384
Operation —t3.626 __354 358
Operation 1,633,591 1,559,292
Maiatenance 98,073 86,819
—L.231.6646 _ 1,646,111
Required Payments to the City of New Smyrna Beach ~1.020,323 945 448
State Utilities Taxes — 243,186 _ 241,059
Depreciation —3.036.223 856,322
TOTAL OPERATING EXPENSES $16,831,119 §14,787,940
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UTILITIES COMMISSION Schedule 2
CITY OF NEW SMYRNA BEACH, FLORIDA
WATER SYSTEM
SCHEDULE OF OPERATING EXPENSES
For the Fiscal Years Ended September 30, 1987 and 1986
1987 1986
Source of.Supply:
Operation § 46,076 $§ 41,009
Maintenance 14,804 4,313
Pumping:
Operation 137,753 167,969
Maintenance 9,308 6,653
Water Treatment:
Operation 469,381 472,081
Maintenance — ] —23.060
—593.196 715,085
Operation 292,955 242,666
Maintenance 24,546 33,754
Operation —ai8.252 __129.283
Operation 602,444 497,818
Maintenance 34,489 32,238
—-£36.933 _530,056
Required Payments to the City of New Smyrna Beach —173.649 ___159.907
Repreciation -——31,457 323,705
TOTAL OPERATING EXPENSES $2,307,291 $§2,134 456




UTILITIES COMMISSION Schedule 3
CITY OF NEW SMYRNA BEACH, FLORIDA
POLLUTION CONTROL SYSTEM
SCHEDULE OF OPERATING EXPENSES
For the Fiscal Years Ended September 30, 1937 and 1986
1987 1986
Collection Expenses:
Operation $§ 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 —r2.016 28,462
—225.025 939 425
Operation 89,757 81,416
Administrative and Cereral:
Operation 458,708 374,842
Maintenance 29,447 30,255
488,155 405,097
Required Payment to the City of New Smyrna Beach —202.799 __ 104,144
Repreciation —233.702 494,087
TOTAL OPERATING EXPENSES $2,155,438 $2,024,169
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UTILITIES COMMISSION Schedule 4
CITY OF NEW SMYRNA BEACH, FLORIDA
SCHEDULE OF INTEREST EARNINCS
For the Fiscal Years Ended September 30, 1987 and 1986
1987 1986
ANTEREST EARNINGS BY SQURCE.
From Investments:

Sinking funds $ 296,372 § 322,319
Renewal and replacement funds 244,797 260,285
Cunstruction funds - 92,843
Customers' deposits 29,325 34,851

Other
617,829 765,862
From Assessments 47,290 22,4758
TOTAL INTEREST EARNINGS § 665,119 $ 818,337

INTEREST EARNINCGS 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
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STATISTICAL SECTION

Statistical tables differ from financifal statements bacause
they usually cover more than one fiscal year and may present
non-accounting data. These tables reflect social and
economic date and financial trends of the Utilities
Commission, City of New Smyrna Beach.







———Operating Expenses
State Total
Utilities Operating

—Tax_
§ 55,177 § 852,169
564,645 911,124 7,635,634
55,155 962,197 9,417,088
37 .19€¢ 1,008,326 10,546,212
84,350 1,284,052 12,994,506
84,181 1,515,523 14,619,524
145,297 1,604,757 15,906,372
170,406 1,625,220 18,284,206
241,059 1,674,114 18,946,565
243,184 1,885,382 21,293,848

Interest

and Debt Nonoperating Nonoperating

$ 6,971,811 $1,233,672

1,731,518
1,703,960
2.587,731
1,927,066
2,314,563
2,465,284
2,376,681
2,421,468
2,583,191
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Other

& .

210,593
34,313
16,414
64,486
83.3e»

135,851

Nonoperating Expenses _

Total

$1,233,672
1,731,518
1,703,960
1,738,726
1,927,066
2,348,876
2,481,698
2,441,167
2,504,852

2,719,042



UTILITIES COMMISSION Iable 11
CITY OF NEW SMYRNA BEACH, FLORIDA
SCHEDULE OF REVENUES BY SOURCE
LAST TEN FISCAL YEARS
Pollution
Fiscal Total Electric Water Control
~dear _ _ Revenues __ _ System ___ System __ _ System Ictal
1978 $ 7,950,622 § 5,866,939 § 884,646 $ 810,439 $ 7,562,024
19 + 9,536,222 6,480,225 955,378 862,521 8,298,224
1980 11,457,983 2,128,944 1,143,160 861,954 10,134,058
1981 13,218,442 9,810,542 1.15%8. 7 1,020.G88 11,985,788
1982 14,937,949 11,152,200 1,456 1,1%1,214 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° 78
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
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Nonoperating 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



UTILITIES COMMISSION Table 111
CITY OF NEW SMYRNA BEACH, FLORIDA

SCHEDULE OF REVENUE CERTIFICATES COVERAGE
Last Ten Fiscal Years
(000's Omitted)

Net Annual
Revenue Debt Service Net
Gross Available _____ Reguirements Less Debt Times
Fiscal Revenue Expenses For Debt Interest Funded Service Coverage

Year 1) (2) Service Principal (3)  Total Interest Payments Ratic
1978 $ 7,973 § 5,679  $2,294 $355 $1,217 §1,572 $ 21  §1,551 1.48%

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 35l 2,520 1.79x
1984 20,030 13,254 6,776 350 2,507 2,857 - ;837 2.37x
1985 21,564 15,536 6,028 365 2,430 2,795 . 2,795 2.16x
1586 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 3,173 - 3:1715 2.03x

(1) 1Includes operating revenues, miscellaneous income including interest
income (except on construction fund investments), penalty charges,
special assessment collections, connection fees and rentais computed in
accordance with the Certificate Resolution (Res. #28-78, as amended).

(2) Includes curient 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 Table IV
CITY OF NEW SMYRNA BEACH, FLORIDA

DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

Hew 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 1,877 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 9/
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) 3.0 4,123 96
1987 16,000 {3) 11,719 (3) 4.9 4,219 96
(1) Obtained from University of Florida, Bureau of Economics and Business

(2)

(3)
(4)
(5)
(6)

Research.

Beginning with 1980, New Smyrna Beach’s Estimated Fopulation 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 weve not considered permanent residents for census purposes.

Estimated, actual amounts not available.

Obtained from U.S. Department of Commerce, Bureau of Economic Analysis,
State of Florida, Department of Labor and Employment Security,

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 BEACH, FLORIDA

PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS (1)
LAST TEN FISCAL YEARS

Savings
—FLonstruction 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
~Insuring Company Number p
Comprehensive
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
u ert
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
Valuable papers
and records

Contractors'’
equipment

Computer
equipment
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$850,000 with
$500 deductible

$100,000 with
$500 deductible

$394,628 with
$500 deductible

$160,000 with
$500 deductible




UTILITIES COMMISSION ~Lable VI__

CITY OF NEW SMYRNA BEACH, FLORIDA Page 2 of 2
SCHEDULE OF INSURANCE IN FORCE
September 20, 1987

Coverage and Policy Policy Liability

~Insuring Company Number Period Details of Coverage Limits
Crime

Aetna Casualty and
Surety Ccmpany 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

Boiler and Machinery
Great Northern
Insurance Company 7874432 9-30-86 Breakdown due to $5,000,000 with
9-30-87 accident $10,000 deduct-
ible
Nuclear Energy Damage
American Nuclear
Insurance and
Mutual Atomic
Energy Liability
Underwriters and
Nuclear Electric
Insurance Ltd. 501 & TAS5053 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' Compensation
Florida Municipal Self-
Insurers’ Fund 109 10-01-86 Statutory coverage Statutory

10-01-87 Employers liability $100,000




UTILITIES COMMISSION Table VII
CITY OF NEW SMYRNA BEACH, FLORIDA

TEN LARGEST WATER CUSTOMERS
September 30, 1987

Gallons  Percent Percent
of of
(000's)  Total Amount Total
Brandywine 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 «39
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 HNursing 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 COMMISSION Table VIII
CITY OF NEW SMYRNA BEACH, FLORIDA
TEN OF THE LARGEST ELECTRIC CUSTOMERS AND
THETIR TOTAL KILOWATT HOURS PURCHASED
September 30, 1987
Kilowatt Hour Sales ~ _Revenues Billed
Percent Percent
of of
Amount (kWh) Total  Amount _ Total
Fish Memorial Hospital 3,441,725 1.61% $ 248,790 1.47%
Publix Supermarket 3,091,920 1.45 222,566 1.32
Utilities Commission Water
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
Islandsr 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 -] 132,164 .78
K-Mart 1,517,568 B 3 ! 113,655 .67
Winn Dixie Store #2204 1,302,080 61 93,316 55
21,178,974 9.94% $ 1,570,865 9.30%
MEEEESmIEmEmTE 0909090900 0 mmomms
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UTILITIES COMMISSION _Table IX _
CITY OF NEW SMYRNA BEACH, FLORIDA Page 1 of 5

GENERAL UTILITIES COMMISSION INFORMATION

THE COMMISSION

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 sell 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
Compissicner’s t:m “o three +v=ars instead of five with no more than three
consecutive terms, iequire City Commission approval for extensions of utility
services outsid. 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 iuto
contracts exceeding four years.

The following information describes the five current members of the Utilities
Commission and the Director of Utilities.

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 eiectric, water, waste treatment, gas and bulk chemicals
services 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, Alsup, Vice-Chairman (term expires September, 1989)

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,
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UTILITIES COMMISSION _Table 1X
CITY OF NEW SMYRNA BEACH, FLORIDA Page 2 of 5
GENERAL UTILITIES COMMISSION INFURMATION

Richard L. Higginbotham, Secretary-Treasurer (term expires September 1989)

Mr. Higginbotham is President of Higginbotham Chevrolet-Oldsmobile, Inc. and
Higginbotham AMC-Jeep-Renault, 1Inc., 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 =cince 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, 5. 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, Fay, Assistant Secretary-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 (tern expires September, 1988)

Mr. Verick has over forty years experience in the utility business with
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 Hagen, 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 Commiss.ion.
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 ¢f Construction and
Maintenance. Later he served as Director of Customer Ser 'ice, a position he
held until his retirement in 1976. 1In 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

THE UTILITIES SYSTEM

The municipal utilities system has been serving residents of New Smyrna Beach
since before 1920. Today the Commission serves approximately 17,000 electric
customers, over 8,800 water customers and over 7,000 sewer customers. The
electric wutility 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.

Ceneration 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
v« msists of four diesel engine generators with a combined nameplate capacity
of I 540 kW and three 2,000 kW quick-start remotely controlled peaking units;
the Noi.h Causeway Plant 750 kW diesel peaking unit; and the Glencoe Road
Plant 750 xW 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.

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.

Al u olec

The Commission’'s electric system is currently one of twenty-eight
individual municipal electric systums within the state which are members of
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UTILITIES COMMISSION ~Jable IX _
CITY OF NEW SMYRNA BEACH, FLORIDA Page 4 of 5
GENERAL UTILITIES COMMISSION INFORMATION

st. Lucie Nuclear Project (Continued)

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. T.e 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.

Energy Control Center

The Commission has operated an Energy Control Center since April, 1977, which
ls 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,

Iransmissjon 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 Plart 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.

WATEK SYSTEM

The current service area of the Commission's water system s an area of
approximately 15 square miles, most of which is located within the City. The

Commission also provides water servics 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 FY
1982, five additional wells were constructed and put in operation. In FY
1987, a sixth well was put in operation. These additional wells are located
seven miles west of the Glencoe Treatment Plant and are over ten miles inland

to mitigate salt water intrusion. The additional six wells increased total
capacity from 7.8 MGD to 11.0 MGD.

The raw water supply is projected to be sufficient through 1995. The
Commission has implemented both a salt water intrusion monitoring program and

a water supply management program to ensure the continued cost effective use
of existing facilities.
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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 adjustment, filtration,
fluoridation and disiniection. The facilitv 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 service area of the Commission’s pollution control system
includes approximately ten square miles, located primarily within the City
limits. Major system facilities include the Pollution Control Plant and the
collection system.

The Pollution Control Plant, 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 major collection system
extension into the unincorperated 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 BALANCE 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 14,322,369 13,726,595
Pollution Control system a2 921 301
71,405,792 61,007,589
Less: Allowance for depreciation and amortization 19,164,023
50,456,704 41,843,566
Construction work in progress — 1,692,246 2,646,613
UTILITY PLANT-NET —22.148,950 __44,490,179
Debt Service funds 4,974,7.6 4,282,877
Renewal and Replacement funds:
Renewal and Replacement fund 1,735,510 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 (net 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 48 893 764,275
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 £80,156
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
15,942 561
59,336,588 58,524,658 53,849,608

17,394,821

41,760,596 41,129,837 38,114,724
—1.656,018 ___ 2,306,190 __ 4,339,379
43,616,616 __ 43,436,027 _ 42,456,103
4,357,878 4,247,817 4,165,204
1,937,957 1,543,920 464,709
1,155,787 - -
2,314,408 3,509,755 4,462,844
673,636 660,209 882,734
§§ IZ" - -
—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
— 138310 ____ 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 COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA
COMPARATIVE BALANCE SHEETS

September 30, 1987, 1986, 1985, 1984, and 1983

LIABILITIES AND UTILITY EQUITY 1987 1986
Contributed capital $ 16,878,706 $ 15,607,920
Retained Earnings:

Reserved for net restricted assets 6,250,672 7 4395,961
Unreserved — 2,394,966
2,727,748 ___ 9,550,927
TOTAL UTILITY EQUITY —24.606,456 _ 25,158,847
LONG-TERM DEBT:
Revenue certificates piyable (net of
current portion) 37,855,000 30,890,000
Less: Unamortized debt discount 193.350 ... 211.500
TOTAL LONG-TERM DEBT —3£.261,650 __30,178,500
\')
Deferred compensated absences 329,214 299,404
Reserve for nuclear re-fueling and
maintenance outage 106,864 63,007
Reserve for nuclear plant cecommissioning costs 153,603 109,733
TOTAL DEFERRED CREDITS AND OPERATING RESERVES 589,681 472, 144
CURRENT LIABILITIES (Payable from restricted assets):
Accounts payable 296,238 283,548
Customers’' deposits 785,872 650,526
Revenue certificates payable (current portion) 940,000 730,000
Accrued interest payable 1,329,808 1,176,920
—3.331.918 2,840,994
CURRENT LIABILITIES (Payable 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
Energy cost adjustments payable - -
Nuclear fuel disposal fees payable . -
—2.495,330 ___ 1,752,608
TOTAL CURRENT LIABILITIES 2.847 248 4 393,602
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
$19,395,812 §$17,380,658 $15,061,672
—140,166 ___ 141,069 ___ 126,191
-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 ___ 566,339
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 - .

360 16,414 34,313
—2.661,167 __ 2,481,698 _ 2,348,876

67,136 622,394 (426,866)

232,377 %
(465,241) 622,39 (426,866)
1,206,672 s 5
(1,671,913) 622,394 (426,866)
41,469,931 _10,847,557 _11,274,423
$ 9,798,038 $'1,469,951 $10,847,557

56



UTILITIES COMMISSION
CITY OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

1987 1986
SOURCES OF WORKING CAPITAL;
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-net {255.593) 58,331
TOTAL FROM OPERATIONS BEFORE EXTRAORDINARY ITEM 1,514,445 1,681,091

Extraordinary loss from defeasance of debt fL1.385.565) -
TOTAL FROM OPERATTONS AND EXTRAORDINARY ITEM 128,900 1,681,091
Contributions in aid of construction 1,270,786 1,027,004
Decrease in other assets (net) 90,403 169,592
Increase in other liabilities payable from
restricted assets 510,924 229,671
Proceeds from sale of utility plant 333,98¢ 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
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 -

Decrease in other liabilities payable from
restricted assets . .

TOTAL USES OF WORKING CAPITAL 10,853,355 3,421,711
NET INCREASE (DECREASE) IN WORKING CAPITAL $ (300,059) § 242,784

57



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 .
— 229,646 ___ 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 - -
1,436,219 - >
: 1,175,614 _ 2,680,403
—3.625,506 __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 .
—3.745,686 __ 4,762,056 _ 5,292,420
$ (320,178) § 647,835




UTILITIFS COMMISSION

CITY OF NEW SMYRNA BEACH, FLORIDA

STATEMENT OF CHANGES IN FINANCIAL POSITION

For the Fiscal Years Enced Septembe:r 30, 1987, 1986, 1985, 1984, and 1983

1987 1986

Increase Increase

. {Pecrease) (Decrease)
ELEMENTS OF NET INCREASE (DECREASE)

IN WORKING CAPITAL:
Cash $ (485,867) § 162,863
Investments - -
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 - A
Accrued liabilities (132,617) (76,207)
Due to other governments (163,084) 125,823

Nuclear fuel disposal fees payable . .

NET INCREASE (DECREASE)
IN WORKING CAPITAL $ (300,059) § 242,784
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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 3,295
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 (367 ,753) -
(65,676) (33,370) (99,278)
(131,174) 78,405 (108,682)

— 145,472 (145.472) 3
$ (320,178) $ 647,835 $§ 115,484
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CITY OF NEW SMYRNA BEACH, FLORIDA

UTILITIES COMMISSION

SELECTED SEGMENT INFORMATION

September 30, 1987, 1986, 1985, 1984, and 1983

Pollution
Electric Water Control
System System ___ System Total
September 30, 1987
Operating revenue $17,714,974 § 2,925,916 $ 1,831,044 $22,471,934
Depreciacion 1,034.223 337,1057 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)
Contributions in aid of
construction 410,904 4,989,643 11,478,159 16,878,705
Utility plant acquisitions 9,712,604 741,641 213,531 10,727,776
Utility plant retirements 292,121 13,229 24,273 329,573
Revenue certificates payable 21,801,167 10,493,805 6,500,028 38,795,000
Utility equity 6933, 557 7,036,566 11,036,331 24,606,454
September 30, 1986
Operating revenue $15,743,029 §$ 2,735,021 $ 1,754,963 $20,233,013
Depreciation 856,322 323,705 494,087 1,674,114
Operating income (loss) 955,089 600,565 (269,206) 1,286,448
Required 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 15,607,920
Utility plant acquisitions 1,316,215 434,503 153,051 1,903,769
Utility plant retirements 198,494 29,156 5,118 232,768
Revenue certificates payable 15,010,821 10,082,448 6,526,731 31,620,000
Utility equity 7,078,989 6,911,462 11,168,396 25,158,847
September 30, 1985
Operating revenue $15,473,671 § 2,615,605 $ 1,446,702 $19,535 978
Depreciation 837,482 309,663 478,075 1,625,220
Operating income (loss) 1,134,359 584,151 (466,738) 0 5 I
Required payments to City of
New Smyrna Beach 884,966 153,593 83,972 1,122,531
Net income (loss) (685,780) (354,042) (632,091) (1,671,913)
Contributions in aid of
construction 340,617 3,756,527 10,485,772 14,580,916
Utility plant acquisitions 1,235,742 972,978 898,111 3,106,831
Utility plant retirements 2,244,185 48,646 2,070 2,294,901
Revenue certificates payable 15,246,330 10,236,900 6,631,770 32,115,000
Utility equity 7,012,091 6,193,927 11,172,936 24,378,954
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Pollution

Electric Water Control
_System System System Total
September 30, 1984

Operating revenue $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) 1,615,358
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

September 30, 1983

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
Utility plant acquisitions 1,140,396 1,315,508 798,908 3,255,812
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 BEACH, FLORIDA

SCHEDULE OF REVENUE CERTIFICATE COVERAGE
For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

1987 1986
Cross 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
Expenses 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)
18,106,895 16,062,952
INCOME AVAILABLE FOR DEBT SERVICE 5,460,880 6,196,214
Principal 515,000 495,000
Interest (less accrued interest from issuance) 2,660,317 2,362,465

Less: Interest funded from construction
fund monies - -

COVERAGE RATI(O (TIMES) 2.03 247
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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)
15,536,465 _13.253.836 12,226,372
—6.028,068 _ 6,776,079 _ 4,506,595

365,000 350,000 345,000

2,629,728 2,506,508 2,525,534

= —{351.125)

—2.794,728 _ 2,856,508 __ 2,519,409
2.16 2.37 1.79
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For the Fiscal Years Ended September 30, 1987, 1986, 1985, 1984, and 1983

UTILITIES COMMISSION

CITY OF NEW SMYRNA BEACH, FLORIDA

SCHEDULE OF SELECTED FINANCIAL RATIOS

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
total assets (Percent) 8.04% 8.34%
Current liabilitiec (total) divided by
total liabilites (Percent) 13.44% 13.03%
Current liabilities (unrestricted) divided by
total liabilities (Percent) 3.74% 4.97%
Current liabilities . .otal) divided Ly
utility equity (Percent) e3.ich 18.26%
Contributed capita’ divided hy
utility equity (Percexit)  63.59% 67 .04~
Total liabilities divided by
utility equity (Times) 1.727 1.40
Revenue certificate debt (net) divided by
utility equity (Times) 1.5 1.20
Current liabilicties (tetal) divided by
total assets tPer :ent) §.50% 7.60%
Long-term debt divided by
total assets (Pexcent) 4L 42% 49 .96%
Total liabilities divided by
total assets (Mercent) 63.387% %3.39%
Sales divided by aveiage
accounts receivuble (Times) 21.12 21..02
Average coll.ztio. reriod - average billed
accounts recef.n le divided by
average daily sales (Days) 17.04 17,13
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&Lybrand

Board of Trustees
Seminole Electric Cooperative, Inc.:

We have examined the balance sheets of Seminole Flectric 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, 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 Seminole Electric Cooperative, Inc. as of December 21, 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.

Caopexs = Lab«o\ )

Tampa, Florida
February 26, 1988
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STATEMENTS OF REVENUE AND EXPENSES AND PATRONAGE CAPITAL

for the years ended December 31, 1987 and 1986

——— e eee——————

Operating revenue

Operating expenses:

Operation:

Fuel

Other production expenses

Purchased power

Transmission

Administrative and general
Depreciation and amortization of plant
Lease of coali-fired plant
Taxes other than income
Federal and state income taxes
Write-off of deferred charges

Operating margins before interest charges
Interest charges:
Long-term obligations

Current obligations
Less interest capitalized

Operating deficits
Patronage capital credits
Net operating deficits
Nonoperating margins:
Avortization of deferred gain on sale
of tax benefits, net
Interest income
Other incorme

Net marpgins

Patronage capital, beginninz of year
Patronage capital retirements

Patronage capital, end of vyear

See accompanying notes.
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1987 1986
$366,372,877  $363,892,965
161,047,011 158,109,131
23,474,306 23,271,260
36,225,455 30,432,376
31,268,991 32,017,590
15,470,403 15,735,932
23,697,480 24,344,537
28,920,686 31,627,122
10,050,491 10,082,886
600,000 -
42,703 896,406
556:§§’¢§§6 552351,)526
37,575,351 37,375,725
57,240,962 58,318,194
231,366 1,699,624
(41,520) (37%,394)
57,430,808 59,638,424
(19,855,457) (22,262,699)
439,836 556,411
(19,415,621) (21,706,288)
20,685,221 20,938,344
4,620,308 4,682,576
130,375 115,836
6,020,283 4,030,468
18,405,150 14,374,682
(1,007,617) -
£23,417,816 § 18,405,150



STATEMENTS OF CHANGES IN FINANCIAL POSITION
for the years ended December 31, 1987 and 1586

Funds provided by:
Operations:
Net margins
Add (deduct) items not affecting
working cepital:
Depreciation and amortization
1987 precollected revenue
Lease expense not requiring working capital
Write-off of deferred charges
Amortization of deferred gain on sale
of tax benefits
Aportization of deferred gain on
sale/leaseback of plant
Patronage capital credits
Total funds provided by operations

leased assets
investoents

deferred charges
long-term debt
deferred credits/gain

Decrease in
Decrease in
Decrease in
Increase in
Increase in

Total funds provided

for:

utility plant

investments

deferred charges

patronage capital credits
long-term debt

construction payables
long-term debt, primarily prepayments
capital lease obligations
other long-term liabilities
working capital

Funds used
Increase in
Increase in
Increase in
Payments of
Paymente of
Decrease iIn
Decrease in
Decrease in
Decrease in
Increase in

Total funds used

See accompanying notes.

(Continued)

$§ 6,020,283

1986

$ 4,030,468

25,445,743 26,529,769
6,356,630 -
3,569,293 3,560,955

42,703 896,406
(21,506,174)  (21,833,692)
(1,388,355) (1,409,200)
(439,836) (556,411)
’ ’ ’ L
2,309,061 6,313,847
27,317,030 B
45,861,706 -
- 35,187,701
5,587,816 842,654
£20,07,900 £.53.362.,497
$ 456,996  § 11,358,135
- 93,282
- 6,050,434
1,007,617 -
1,535,866 446,761
4,637,311 9,597,467

25,284,489 -

2,412,856 6,541,489
31€,092 715,438

63,524,673 18,759,491

£90,027,900  §.33,562,497



STATEMENTS OF CHANGES IN FINANCIAL POSITION, Continued
for the years ended December 31, 1987 and 1986

Changes in components of working capital:

Increase (decrease) in current assets:

Cash

Cash investments
Receivatles

Unbilled revenues
Inventories
Prepayments and other

Increase (decrease) in current liabilities:

Notes pavable

Current portion of long-term debt
Otligations under capital leases
Accounts payable and accrued liabilities
accrued interest and taxes

Increase in working capital

See accompanying notes.,
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1987 1986
$ 293,023 § (1,184)
8,295,689 -
6,165,142 (14,753,194)
- (5,323,915)
(2,504,526) 10,070,452

(66,024) __ (1,665,160)
12,163,304 _ (11,872,981)

(47,888,759)  (28,654,474)
611,362 1,316,425
223,506 199,949

(4,020,798) (788,672)
(266,680)  (2,505,700)
(51,341,369)  (30,432,472)

$.63.524,073 £.18,709,451



NOTES TO FINANCIAL STATEMENTS

The Cooperative:

Seminole Flectric Cooperative, Inc. (Seminole) 1s a generation and
transmiesion cooperative. It is responsible for meeting the electric power
and energy needs of its eleven distribution cooperative members operating
within the State of Flcrida. Seminole's rates are established by its Board
of Trustees, which 1is composed of representatives from each member
cooperative.

Seminole constructed and operates two coal-fired generating facilities
(Seminole Unit No. 1 and Unit No. 2) near Palatka, Florida with approximately
600 megawatts of output per unit., These units are connected tc 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
cperation., 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 gricd.

Summary of Significant Accounting Policies:

Seminole maintains its accounts in accordance with polic’es prescribed or
permitted by the Rural Flectrification 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 cunstruction., The cost of maintenance and repairs
including renewals of minor items of property, 4is 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, 1s charged to accumulated depreciation, 1leased utility plant and
transportation equipment is valued at the total net present value of minimum
lease payments, less related amortization.

Operating Revenue - Semincle 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 frcilities aviilable. 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
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)
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NOTES TO FINANTIAL STATEMENTS, Continued

Suwpary of Significant Accounting Policies, continued:

During 1987, the Financial Accounting Standards Eoard 3issued Statement of
Financial Accounting Standards No. 92 (SFAS 92), "Regulated Enterprises =
Accounting for Phase-in Plans.,” SFAS 92, which is etfective in 1688,
specifies criteria for deferral of allowatle costs under phase-in plans,
which include certain capitalized leases. The applicability and impact of
SFAS 92 cannot be determined as of year-end.

Fetipated costs of removal and disposal of nuclear production plant to te
incurred in the year 2022 are being provided for on an unfunded sinking fund
basis.,

Amcrtization of Deferred Cain - Deferred gain on sale of tax benefits is
Peing amortized on a straight-line basis over five years ending in 1988 and
1e 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 torrowed 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 & reduction of interest
expense, Total i.terest costs incurred in 1987 and 1986 amounted to $93
million and $57 million, respectively, which includes the implicit interest
pertion of lease payments for capital leases.

Deferred Charges - At December 31, 1987 and 1986 deferred 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
aportization periods. Certain costs of forced outages experienced in 1583
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 cosus related to certein
generating facilities were included at December 31, 1987.
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NOTES TO FINANCIAL STATEMENTS, Continued

Long-Term Liabilities, continued:

Long-Term Debt - At December 31, 1987 and 1986, long-term debt comsisted of:

First mortgage notes payable to Federal 1987 1986
Firancing Bank (FFE), guaranteed by REA,

principal due in various installments

through 2020, interest at 7.221% to

10,9832, $466,380,479 $491,349,490

First mortgage notes payable to REA,
principal due in various installments
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,
interect at adjustable rates, currently

$.10% and €.052 161,000,000 162,100,000

First mortgage notes payable to CFC,
principal due in various installments
through 2019, interest at adjustable rates,

currently 8% and 112 8,337,269 8,395,909
6II»Z7S:165 GE’OGEZDISE
Less current portion (2,139,344) (1,527,982)

£639,335. 81 $666€,156,174

The estimated wmaturities and annual sinking fund requirements of all
long-tern debt for the four years subsequent to December 31, 1988, are
presented telow:

Annual Maturities
and Sinking Fund

Year ending December 31, Requirements
1989 $2,920,000
1990 $4,610,000
1991 $5,804,000
1992 $6,459,000

Obligations Under Capital Leases - The following is a schedule of future
Jease payments under capital leases together with the present value of tle
net minimum lease payments as of December 31, 1987:

(Continued)
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NOTES TO FINANCIAL STATEMENTS, Continued

Long-Tern Liabilities, continued:

Year ending December 3,

1988 $ 39,828,210
1989 39,828,210
1990 44,442,940
1991 45,146,228
1992 45,146,228
Later years 727,127,723
Total minimumr lease payments 941,519,541

Less: Amount representing interest (533,741,383)

Present value of minimum lease

payments $.407,776,158

The 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 {nterests are pledged as

collateral for the above mentioned debt to the United States of America (REA
and FFBR), CFC and CRC,

Net Margins and Equity Restrictions:

Under provisions of the agreements relating to the REA mortgage notes, until
the total of equities and margins equals or exceeds forty percent of total
assets, the distribution of capital contribtuted by memters 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 bty the REA through
waiver of the aforementioned restrictions. During fiscal year 1987, such
distributions to members totaled $1,007,617.

The RFA mortgage requires Seminole to maintain, on a calendar year basis, a
Times Interest Earned Ratic (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 REA stipulation
arising from the sale of tax benefits requires Seminole tc design its
wholesale rates to provide an annual Times Interest Earned Ratio (as defined)
of not less than 1,05,

11
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NOTFS TO FINANCIAL STATEMENTS, Continued

Notes Payable:

Seminole had available lines of credit of $84,000,000 of which none was drawn
at December 21, 1987, The interest rate is approximately the prime rate, as
defined, RFA policy governs use of these funds,

Income Taxes:

Seminole is subject to state and federal income taxes on the amount of
nonpember income earned. Seminole's ratemaking methods provide that income
taxes are recognized as expense and are recovered through rates when
currently payable., In addition, income tax credits are accounted for as a
reduction of taxes currently payatle in the period utilized. Differences in
certain items of income and expense for tax and financial reporting purposes
result primarily from depreciation, amortization and write-off of deferred
charges, and amortization 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 minimum tax provisions enacted by the Tax Reform Act of 1986,
Seminole was limited in 1987 in utilizing net operating loss carryovers,
which resulted in alternative minimum tax lisbilities for federal and state
purposes in the amounts of approximately $510,000 and $90,000, respectively.
This amount is included in accrued liabilities at Decemter 31, 1987. The
$600,000 of alternative minimum taxes charged to operations inm 1987 will L~
available ae & tax credit to offset regular income taxes in future years.

Since Seminole became taxable in 19€1, deferred ' axes have not been provided
on approxinately $148 million of timing di.rferences. Current ratemaking
practices provide future recovery of taxes related to timing differences
previously flowed through., Approximately $148 million and $13 million of net
operating losses and income tax credits, respectively, are available to
offset future taxable income and resulting tax liatilities 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 19€7, the Financial Accounting Standards Board issued Ststement of
Financial Accounting Standards No. 96, "Accounting for Income Taxes.” This
standard, which {s effective in 1989, adopts the 1liabiiity method of
accounting for deferred income taxes. The effect on Seminole's financial
statements has not been determined.

12



9.

NOTES TC FINANCIAL STATEMENTS, Continued

Retirement Plan:

Substantially all employees of the cooperative participate in the National
Rural Electric Cooperative Association (NRECA) Retirement & Security Program
(the Program), & defined benefit pension plan qualified under Section 401 and
tax-exempt under Section 501(a) of the Internal Revenue Code. Seminole makes
annual contributions toc the prograw 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 bty individual ewmployer. The total pension expense for
1987 and 1986 was $431,000 and $973,000, respectively.

Commitments:

Seminole is purchasing coal for the plant under long-term contracts expiriag
in 2010. Contract terms specify minimum annual purchase commitments and
prices, which are subject to adjustment for changes in costs. In addition,
Seminole has long-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
$121,000,000 in 1986,
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Certified Public Accountants
332 North Magnolia Avenue
P.O. Box 3426

Orlando, Flonda 32802

305/841-2050

Orlando Utilities Commission
Orlando, Florida

We 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 thke 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.
éM% 7(/40”7

Orlando, Florida
December 18, 1987



BALANCE SHEETS

ORLANDC UTILITIES COMMISSION

ASSETS

UTILITY PLANT--Note F
In service:
Electric-~Notes G and I
Water
Common
Allowances for depreciation and
amortization (deduction)

Construction work in progress--Note I

RESTRICTED ASSETS--Notes B and D
Debt service furds
Construction and related funds
Other

CURRENT ASSETS

Cash

Pooled investments--Note D

Customer accounts receivable, less allowance
for doubtful accounts (1987--$644,078;
1986--3518,895)

Accrued utility revenues

Fuel for generation

Margin deposit on {utures contracts

Materials and supplies

Accrued interest receivable

Miscellaneous receivables and prepaid expenses

OTHER ASSETS
Self insurance fund--Notes C and D
Unamortized debt expenses
Deferred compensation plan investments--Note H

TOTAL ASSETS

September 30

1987 1986
$ 906,729,640 $ 481,532,608
93,865,221 85,421,056
20,665,643 19,364,761
(192,003,448) _ (172,826,910)
829,257,056 413,491,515
29,040,560 355,734,732
858,297,616 769,226,247
174,443,564 182,373,524
71,188,673 122,545,591
4,578,797 1,021,524
250,211,034 305,940,639
1,320,540 1,275,158
13,565,014 32,858,109
18,030,559 15,230,395
13,262,492 12,435,027
6,251,354 8,542,009
3,536,000
9,075,778 4,711,437
887,115 119,664
4,370,629 809,397
66,763,481 79,517,196
5,153,216
78,945 188,718
1,479,555 1,155,233
$1,181,983,847 $1,156,028,033



CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Equity:
Accumulated retained earnings:
Appropriated for debt service
Invested in or appropriated for utility
plant and working capital

Contributed capital
Long-term debt--Note E:

Bond principal

Bond anticipation notes

Unamortized discount (deduction)

TOTAL CAPITALIZATION

CURRENT LIABILITIES--payable from restricted assets

Accrued interest payable on long-term debt
Current portion of long-term debt--Note E
Accounts payable--construction funds

CURRENT LIABILITIES--payable from current assets
Accounts payable and accrued expenses
Customer meter deposits and interest thereon
Collections on behalf of state and political
subdivisions
Due to the General Fund of the City of Orlando

OTHER LIABILITIES
Customer water and electric line extension
deposits
Peferred compensation plan liability--Note H

TOTAL CAPITALIZATION AND LIABILITIES

See notes to financial statements.

September 30

1987 1986

$ 90,001,998 $ 85,189,427
147,590,712 133,143,825
237,592,710 218,333,252
40,671,918 30,853,074
278,264,678 249,186,326
557,585,000 561,735,000
294,600,000 294,600,000
(22,196,829) (23,990,784)
829,988,191 832,344,216
1,108,252,819 1,081,530,542
24,089,600 25,214,832
4,150,000 3,305,000
9,928,936 9,484,798
38,168,536 38,004,630
16,897,501 19,131,758
5,333,158 4,892,999
4,883,896 3,570,921
187,267 626,015
27,301,822 28,221,693
6,781,115 7,115,935
1,479,555 1,155,233
$1,181,985,8.7  41,136,028,033



STATEMENTS OF INCOME AND ACCUMULATED RETAINED EARNINGS

ORLANDO UTILITIES COMMISSION

Operating revenues

Operating expenses:
Fuel for generation and purchased power
Production
Transmission and distribution
Depreciation and amortization
Customer accounting
Customer service and conservation
General and administrative
State utilities tax
Payments to the General Fund of the

City of Orlando

OPERATING INCOME

Interest income
Other income

Interest expense
Other deductions
INCOME BEFORE TRANSFERS TO THE
GENERAL FUND OF THE CITY OF ORLANDO

Transfers to the General Fund of the
City of Orlando
NET INCOME

Depreciation of contributed utility plant
INCREASE IN ACCUMULATED RETAINED EARNINGS

Accumulated retained earnings at
beginning of year

ACCUMULATED RETAINED EARNINGS
AT END OF YEAR

See notes to financial statements.

Year Ended September 30

1987

1986

$217,832,489 $204,472,683

69,213,228 72,444,383
23,415,744 20,828,091
9,242,407 8,668,768
19,348,281 16,264,380
5,158,382 4,756,672
1,292,306 1,373,832
14,901,680 12,264,512
2,564,587 2,691,366
7,262,359 6,231,000
152,398,974 145,523,004
65,433,515 58,949,679
23,761,490 34,803,017
657,720 2,777,310
89,852,725 96,530,006
59,338,746 64,056,645
2,991,278 2,752,173
27,522,701 29,721,188
9,066,000 7,941,000
18,456,701 21,780,188
802,757 672,503
19,259,458 22,452,691
218,333,252 195,880,561
$237,532,710 $218,333,252



STATEMENTS OF CHANGES IN FINANCIAL POSITION

ORLANDO UTILITIES COMMISSION

SOURCE OF FUNDS
Net income
Charges to operations not requiring current
outlay of working capital:
Depreciation and amortization of
plant charged to operations
Depreciation and amortization charged
to fuel costs
Depreciation of vehicles and equipment
charged to general and administrative
costs
Amortization of bond discount ard
expenses
TOTAL FROM OPERATIONS
Proceeds from sales of bonds and
bond anticipation notes
Contributed capital
Increase in restricted liabilities
Increase in other liabilities
Decrease in restricted assets

APPLICATION OF FUNDS
Additions to utility plant--net
Reduction of long-term debt
Expenses attributable to sale of

bonds and notes

Increase in self insurance fund
Decrease in other liabilities
Decrease in restricted liabilities

DECREASE IN WORKING CAPITAL

Year Ended September 30

1987

1986

$ 18,456,701

$ 21,780,188

19,348,281 16,264,380
3,371,694 2,660,477
751,302 583,562
1,903,748 1,349,241
43,831,726 42,637,848
859,640,000
10,621,601 4,427,896
163,906
2,083,109
55,729,605 112,386,744
110,346,838  1,021,175,597
112,542,646 138,517,877
4,150,000 859,620,000
14,218,327
5,153,216
334,820
B 13,863,735
122,180,682 _1,026,219,939
$ (11,833,864) § __ (5,044,362)



STATEMENTS OF CHANGES IN FINANCIAL POSITION--Continued

ORLANDO UTILITIES COMMISSION

CHANGES IN COMPONENTS OF WORKING CAPITAL
Increase (decrease) in current assets:
Cash
Pooled investments
Customer accounts receivable
Accrued utility revenues
Fuel for generation
Margin deposit on futures contracts
Materials and supplies
Accrued interest receivable
Miscellaneous receivables and
prepaid expenses

Increase (decrease) in current liabilities:
Accounts payable and accrued expenses
Customer meter deposits and interest

thereon
Collections on behalf of state and
political subdivisions

DECREASE IN WORKING CAPITAL

See notes to financial statements,

Year Ended September 30

1987 1986
$ 45,382 $ (654,897)
(19,293,095) (4,407,971)
2,800,164 (1,142,822)
827,465 272,172
(2,290,655) 2,437,239
(3,536,000) 3,536,000
4,364,341 383,287
767,451 (2,383,169,
3,561,232 (249,178)
(12,753,715) (2,209,339)
(2,234,257) 1,785,142
440,159 864,208
874,227 185,653
(919,871) 2,835,003
$§ (11,833,844) § _ (5,04/,342)



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 Financiai 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 (CASB). 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
Legislature and is a part of the government of the City of Orlando, Florida. The
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.

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 NCCGA, 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,
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ORLANDO 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
Distributien Plant:
Overhead 20 - 30 years
Underground 40 - 50 years
Water Plant
Production Plant 25 = 50 years
Distribution Plant 40 - 67 years

Commort Plant

Structures and improvements 50 years
Office equipment l4 1/3 years
Vehicles and other construction

equipment 5 - 30 years

Cash and Pooled Investments: At September 30, 1987, the carryiug amount of the
Commission's cash and cash deposits was $1,320,540 and :ue bank balance was
$1,295,756. The bank balance was covered by federal wuypository 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
Banks, 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.
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ORLANDO UTILITIES COMMISSION

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING 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 default on their obligations to repurchase these securities from the
Commission, the Commission would suffer an economic loss equal to the difference
between the market value plus accrued interest of the underlying securities and the
agreement obligation, including accrued interest. The Commission has establishec
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

1687 1986
Restricted assets $235,380,529 $293,715,413
Current assets 13,565,014 32,858,109
Other assets L 91535216

TOTALS $254,098,759 $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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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,
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 staff makes its determination of revenue requirements using the rate
base method and includes construction work in progress in the rate base.
Therefore, in accocrdance 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
interest on construction work in progress.

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.
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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
projest., All operating and maintenance expenses prior to commercial operation were
capitalized.

Payments and Transfers to the City of Orlando: The Commission voted to freeze the
payments and transfers to the Ceneral Fund of the City of Orlando at an annual
fixed amount 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
City of Orlando and transfers are based on the Commission's income before the
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

1987 1986

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

alts
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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
$250,211,034 $305,940,639

The funds consist of:

Cash $ 1,490 3§ 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

$250,211,034  $305,940,639

NOTE C--SELF-INSURANCE FUND

Effective November 1, 1986 the Commission implemented a self-insurance program to
cover a portion of its workers' compensation, general liability and automobile
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
Ceneral liability 500,000
Automobile liability 500,000

wlle
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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 1l 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 securi:ies 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
Credit Bank 1,641,512 1,641,512 1,682,140
Federal Home
Loan Bank 1,987,735 1,987,735 1,986,337
Non-investments e — L L 1,490
$263,672,889 § - $ 6,142,000 $269,816,379 $273,711.288
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
$269,816,379

-]3=~
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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 funds 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 1985A BAN'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« 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 holders 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 $94,630,000 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.
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ORLANDO UTILITIES COMMISSION

NOTE E--LONG-TERM DEBT--Continued
Bonds and Bond Anticipation Nctes 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

Less current portion of long-term debt 4,150,000 3,305,000
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

$852,185,000 $856,335,000

Following is a schedule of annual long-term debt service requirements for the
payment of principal and interest c¢n the bonds and BAN's outstanding at
Septemper 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 $ 4,150,000 846,072,973 $ 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
1992 54295,000 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 35,227,773 55,722,775
2001 22,245,000 33,336,950 55,581,950
2002 24,135,000 31,255,306 35,390,306
2003 26,210,000 28,994,694 55,204,694
2004 28,480,000 26,538,294 55,018,294
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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 Yy 50,710,000

$561,735,000 $748,282,546 $294,600,000 $33,388,000 $1,638,005,546

(1) Based upon an assumed interest rate of 8%.

(2) Additional annual payments to the Investment Account ranging from $2,397,602 to
$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 oe adequate at all times to
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 mak: al' 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 from the operation
of the water and electric system are to be deposited in the Revenue Fund and shall
be applied only in the following manner:

l. 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
Replacement Fund requirements.

b
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NOTE E--LONG-TERM DEBT--Continued

2. The balance of any reverues 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 (7PL) to purchase a 6.08951%2 (52 net megawatts) undivided
ownersirip interest in St, Lucie Unit No. 2 nuclear powered electric generating
facility constructed by FPL. This unit is presently rated at 850 net megawatts
(MW) and comnenced commercial operation in 1983, The Commission has also entered
into a Reliabi.ity Exchange Agreement with FPL. The Reliability 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 MW) interest in a 340 net MW refuse and coal-{ired 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 MW) undivided interest in
Florida Power Corporation's 846 net MW nuclear powered electric generating plant
designated Crystal River Unit No. 3. This ownership interest was acquired under
the terms of a Participation Agreement with Florida Power Corporation and ten other
Florida wutilities. Florida Power Corporation has operational control of this
project.
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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 4.8153% 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 tne
operating entity., Accumulated depreciation on wutility plant in service is
determined by each participant based on their depreciation methods and rates
relating to their share of the plant,.

It has been Jetermined 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 GCovernmental Accounting Statement 7. The Commission lacks
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. Nc¢ 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  $398,770,34%
Accumulated depreciation 16,590,823 15,724,692 5,054,924 2,471,399
Net utility plant in
service 83,858,011 79,062,124 7,220,366 396,298,946
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NOTE F-~PARTICIPATION AGREEMENTS--Continued

The Commission also has an agreement with Orange County, Florida to share
approximately 50% of the cost of a waste water treatment facility at the SEC plant
site, The Commission operates the facility., Effective July 1, 1987, the County
pays a $475,000 arnual fee for the operation and maintenance of the facility. The
fee is subject to annual renegotiation and is classitied as a reduction to SEC 1
project operating expenses.

NOTE G--CAPACITY COMMITMENT

In 1985 the Commission entered into an agreemert with the Florida Municipal Power
Agency (FMPA) to provide FMPA with a total of 130 MW of the Commission's 616 Mw
generating capacity of the Indian River plant on a take or pay basis. Payment to
the Commission is based upon a 21.65% share of the coast of ooeration of this
oil/gas fired plant. The contract’s initial term pegan during 1986 and extznds to
2001. FMPA has an option to renew the contract for aun additional five years.

NOTE H--DEFERRED COMPENSATION PLAN

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 rights
purchased with those amounts, and all income attributabie to those amounts, atec
(until paid or made available to the employ<c or other beneficiary) solely the
property and right of the Commission (wittiout being restricted to the provisions of
benefits under the plan), subject only to 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 amouat equal to the fair 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.
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