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“A FLORIDA GOVERNMENTAL UTILITY AUTHORITY
F 1500 Mahan Drive, Suite 250, Tallahassee, Florida 32308, Ph: (850) 681-3717, Fax : (850) 224-7206, E-mail: FGUA@FGUA.com

February 12, 2002

Board of Directors

Florida Governmental Utility FGUA
1500 Mahan Drive, Suite 250
Tallahassee, FL 32308

The Comprehensive Annual Financial Report of the Florida Governmental Utility
Authority (FGUA) for the fiscal year Ended September 30, 2002 is hereby submitted.
Responsibility for both the accuracy of the data and the completeness and fairness of
the presentation, including all disclosures, rests with the management of the FGUA. To
the best of our knowledge and belief, the enclosed data is accurate in all material
respects and is reported in a manner designed to present fairly the financial position and
results of operations of the FGUA. All disclosures necessary to enable the reader to
gain an understanding to the FGUA's financial activities have been included.

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Florida
Governmental Utility Authority for its Comprehensive Annual Financial Report for the
fiscal year ended September 30, 2001. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current Comprehensive Annual Financial Report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

The FGUA Comprehensive Annual Financial Report is divided into four sections:
introductory, financial, statistical, and other reports:

l. The Introductory Section, which is unaudited, includes this letter of
transmittal, an organizational chart, and a list of principal appointed
officials.

Il The Financial Section includes the combined and combining financial
statements as well as the Independent Auditors’ Report.

M. The Statistical Section, which is unaudited, includes selected key
financial and statistical information.

V. The Other Reports Section includes the Independent Auditors’ Report
on Compliance and on Internal Control based upon the Audit Performed



in Accordance with Government Auditing Standards and management’s
response.

The FGUA was formed as a legal entity and public body pursuant to Chapters 125, 163
and 166, Florida Statutes, and an Interlocal Agreement dated as of February 1, 1999 by
and between Brevard County, Lee County, Polk County and Sarasota County, each a
local government located in the State of Florida. The purpose of the FGUA is to enable
its members to make the most efficient use of their common power to acquire, own,
improve, operate and maintain water and wastewater facilities. In February 2000,
Brevard County withdrew its membership subsequent to the formation of a utility district
which acquired the Barefoot Bay Utility System from the FGUA. In December 2000, Lee
County withdrew its membership. In addition, in December 2000, the first amended and
restated interlocal agreement was entered into which reconstituted the membership of
the FGUA to consist of Citrus County, Nassau County, Polk County and Sarasota
County, each a local government located in the State of Florida. On August 29, 2002,
following transfer of the Sarasota System to Sarasota County Water Utilities earlier that
month, Sarasota County withdrew from the FGUA. On January 16, 2003, the application
for FGUA membership by Osceola County, was accepted by the Board of Directors. The
FGUA is governed by a four (4) member Board of Directors appointed by the county
members of the FGUA. The members of the FGUA, and any other county which has an
FGUA-owned utility within its boundaries, have the option of immediately acquiring the
individual utility system located in their respective jurisdiction from the FGUA, deferring
their acquisition of the system to some point in the future, or not acquiring the system,
thereby leaving it with the FGUA to operate.

The FGUA does not have any employees. All services are provided on a contractual
basis predicated on the management and operational needs of the FGUA. Overall
management, including executive oversight, administration, financial management,
capital planning and construction contract supervision, is provided by Government
Services Group, Inc. Daily operations and maintenance, and customer service and
billing, is provided by Severn Trent - Avatar Utility Services, LLC.

The FGUA began its operational and fiscal activities on the date of acquisition of five
water and wastewater systems on April 15, 1999. These systems were acquired from
Florida Cities Water Company and Poinciana Utilities, Inc., units of Avatar Properties. A
sixth system located in Lee County was part of the acquisition discussions, but was
directly purchased by Lee County on April 15, 1999. The Barefoot Bay Utility System
was transferred to Brevard County in February 2000. The Sarasota Utility System was
transferred to Sarasota County on August 8, 2002. This report therefore contains partial
year data on the Sarasota System. As of September 30, 2002, the FGUA consisted of
three separate water and wastewater systems located within four counties in central and
southwest Florida. Each of the systems is accounted for as a separate enterprise fund
of the FGUA.



The Carrollwood System s
located in Hillsborough County,
Florida, northwest of the City of
Tampa. Itis bounded on the west
by Dale Mabry Highway, on the
south by county road 580, on the
north by Lake Lipsey and on the
east by Lake Carroll and the City
of Tampa. The Carrollwood
System occupies just over one
square mile of properties primarily
developed as urban residential
neighborhoods. The  system
serves the Carrollwood
Subdivision, a development in
excess of 1,000 lots. The
majority of the service area
consists of single—family
residential housing which was
constructed approximately 25
years ago.

s
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The Carrollwood System operates a water system including three wells and
approximately 13.5 miles of water transmission and distribution lines. As of September

30, 2002 the system served 1,203 customers.

The wastewater system includes only collection and transmission facilities with
wastewater treatment provided by Hillsborough County, Florida. The Carrollwood
System contains approximately 11 miles of gravity sewer lines and 3 miles of force main.
As of September 30, 2002 the system served 1,127 customers.

i

The Golden Gate System serves
the Golden Gate community which
is located in an unincorporated
area located between [-75, the
Golden Gate main canal and
county road 951, approximately 8
miles east of Naples in Collier
County, Florida. Golden Gate is a
series of large subdivisions
occupying just over 4 square miles
of developed urban residential and
light commercial property, the
majority of which are single-family
residential.

The Golden Gate System serves
about half of the Golden Gate
development with water service,
while serving less than half with
wastewater services.



Those without central sewer service utilize individual on-site septic systems for treatment
and disposal. The utility system is surrounded on all sides by the Collier County Water-
Sewer District. The utility system is not located in the Collier County District, nor in any
area served by the District.

The supply for the Golden Gate water system comes from a series of shallow, surficial
aquifer wells having a sustained capacity of 1.7 million gallons per day (mgpd). The
system also has a 1.474 mgpd water treatment plant, three storage tanks, and
approximately 40 miles of water transmission and distribution lines. As of September
30, 2002 the system served 3,633 customers.

The wastewater facilities in the utility system include a 0.950 mgpd treatment plant,
approximately 22 miles of gravity sewer lines, 29 lift stations, and approximately 12 miles
of force mains. The Golden Gate Wastewater Treatment Plant has two package
systems. As of September 30, 2002 the system served 2,478 customers.

The Poinciana System service area is included in Polk and Osceola Counties,
northwest of Lake Hatchineha. The area is southwest of the City of Kissimmee, Florida,
in the general vicinity of the City of Orlando and the Walt Disney World Resort. The
system occupies just over 30,000 acres of residential, light commercial and undeveloped
areas. The majority of the developed properties are single-family residential homes.
The utility system service area, which is extensive and within two counties,
encompasses two natural boundaries — Reedy Creek and Marion Creek. Reedy Creek
traverses across from the northwest to southeast and consist of a system of wetlands
and preserved land. Marion Creek separates the northern part of the Polk County
service area from Lake Hatchineha.

The water facilities include ten
water supply wells, five water
treatment plants, two storage
tanks at each plant, and nearly
192 miles of water transmission
and distribution lines. The water
treatment plants have a total
treatment capacity of 5.577
mgpd. As of September 30,
2002 the system served 11,794
customers.
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The wastewater system includes
four  wastewater  treatment
plants with a total permitted
treatment capacity of 3.650
mgpd, approximately 169 miles
of gravity sewer lines, 70 lift
stations and nearly 38 miles of - /
force main. As of September 30, 2002 the system served 11,240 customers. The
Poinciana System is the most rapidly expanding system within FGUA, requiring the
construction of additional water and wastewater processing facilities.




The Sarasota System consists of two distinct services areas, desighated as the
southern and northern areas. The southern area, which includes both water and
wastewater service, is situated primarily northeast of US 41, and occupies just over six
square miles of developed urban residential and light commercial property. The northern
area is southeast of the City of Sarasota with the system providing only wastewater
////////////////////////////////////%r//é/’ service. Retail water service in the

5 %D/ -' northern area is provided by either
Sarasota County’'s Utility System
or by South Gate Utilities, Inc., a
privately-owned utility regulated by
Sarasota County. The northern
service area occupies
approximately 2.5 square miles of
developed urban residential and
light commercial property. The
majority of the properties in both
service areas are single-family
residential with commercial
development consisting of support
facilities to the  surrounding
residents.
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j The finished water supply for the

A system is provided by Sarasota
County pursuant to a wholesale bulk service agreement. The system does not own or
operate any water treatment facilities. However, the system does own and operate one
0.25 million gallon storage tank and there are approximately 80 miles of water
distribution lines. The system was serving 5,891 customers as of July 31, 2002, just
prior to transfer to Sarasota County.

The wastewater system includes two wastewater treatment plants with a total permitted
treatment capacity of 3.160 mgpd, approximately 70 miles of gravity sewer lines, 84 lift
stations and nearly 28 miles of force main. As of July 31, 2002, the system served 9,044
customers, either directly or through bulk sales contracts.

All assets of the Sarasota Utility System were transferred to Sarasota County on August
8, 2002. Sarasota County assumed responsibility for payment of all outstanding debt
principal and interest for the two Revenue Bond Issues used to acquire and upgrade the
system. Sarasota County issued $26,585,000 in parity Utility System 2002 Revenue
Bonds to the FGUA, with the same payment and interest terms as the outstanding
FGUA debt, to pay for the system. The Sarasota County bonds are secured by a pledge
of all revenues of the Sarasota Utility System.

There are no potential component units of the FGUA that are not included in this
Comprehensive Annual Financial Report.

MAJOR INITIATIVES FOR FISCAL YEAR 2002

The fiscal year ended September 30, 2002 represented the third full fiscal year of the
FGUA. During this period the following objectives were accomplished:



Completed a revenue bond refunding issue in March 2002 for the Carrollwood
System and issued an assessment note payable in May 2002 for the Golden
Gate Utility System in the amounts of $4,850,000 and $415,000, respectively.
The proceeds of the Carrollwood bond issue were used to refund the initial
acquisition bond issue for the Carrollwood System, which matured April 1, 2002.
The Golden Gate note provided funding for extension of water and sewer lines to
approximately 55 lots owned by a single developer.

» Applied for loans from the State of Florida Drinking Water and Wastewater
Revolving Funds to be used to upgrade and expand the Golden Gate water and
wastewater treatment plants. The wastewater loan has been approved for
$1,546,461 and the drinking water loan is pending. Engineering and design was
completed in FY 2002, with construction slated for FY 2003.

 Completed construction of a 12-mile long reuse pipeline from Poinciana
wastewater treatment plants 2, 3 and 5 to the City of Kissimmee for reuse
purposes.

 Completed expansion of Poinciana wastewater treatment plant number 3 from
0.35 to 0.85 mgpd.

* Completed the addition of a 4-mile long, 16-inch water interconnect pipeline
between Poinciana water plants 2, 3 and 5.

» Started construction on expansion of Poinciana wastewater plant 2 from 1.0 to
3.0 mgpd and water treatment plant 5 from 0.9 to 3.5 mgpd capacity. Both plants
are scheduled to be completed in early 2003. Expansion of wastewater plant 1
from 0.35 to 0.50 mgpd is being accomplished by a developer for donation to the
FGUA.

* Renewed the contracts with Severn Trent — Avatar Utility Services for operating,
maintenance, billing and customer services for the Carrollwood and Sarasota
systems. The Sarasota contract was assumed by Sarasota County upon System
transfer.

» Completed the operational and financial process necessary to transfer the assets
of the Sarasota System to Sarasota County on August 8, 2002.

 Completed construction initiatives in the Sarasota system begun in FY 2001,
which included adding over one mile of water pipe to connect over 350 new
customers in the Sunhaven/Kai Drive area; expansion of major transmission lines
to interconnect the Gulf Gate and South Gate wastewater plants; and installing
transmission lines to connect to the Sarasota County Utility System to furnish
reclaimed water to its customers. All projects were substantially completed upon
transfer of the system to Sarasota County.

» Continued negotiations with Florida Water Systems, Inc. to purchase 171 water
and wastewater sites, broken into twelve systems, and located in sixteen
counties throughout the State of Florida. To date, these negotiations have not
been successfully concluded.

MAJOR INITIATIVES FOR THE FUTURE

Capital Improvement Program

The FGUA has adopted a five-year Capital Improvement Program (CIP) for the years
2003 to 2007, which outlines additions and improvements to its utility systems. The

FGUA reviews and updates this five-year plan annually, authorizing appropriations for
those projects scheduled to be started during the ensuing fiscal year. The cost of all new



projects for fiscal year 2003 is approximately $14.9 million. The completion of projects

funded in FY 2002 and prior years from the proceeds of the Golden Gate, Poinciana

and Sarasota bond issues and other system resources, totaled $20.04 million in FY

2002. The CIP for each system is segregated into five major program areas, as follows:

e Water Production — This program ensures that the FGUA is able to deliver water to
its customers during peak periods by expanding current production capabilities.
This program also includes a comprehensive renewal program which provides for
maintenance of water tanks, well pump facilities, well power systems and filtration
equipment.

* Water Distribution — This program calls for improvements to existing water lines as
well as the addition of new lines as the customer base increases

« Wastewater Treatment/Disposal — This program seeks to increase existing capacity
as well as upgrade existing facilities. The objectives of this program are to promote
reuse of reclaimed water, protect the environment, ensure that treatment capacity is
available for growth, and ensure that facilities are in compliance with regulations of
the United States Environmental Protection Agency and the State of Florida
Department of Environmental Protection.

« Wastewater Collection - This program calls for improvements to existing wastewater
lines as well as the addition of new lines as the customer base increases. This
program also calls for renewal of the existing system by repairing lines that allow
infiltration/inflow and the rehabilitation of lift stations.

e General Projects — This program includes miscellaneous repair and replacement,
meter change-out, and other miscellaneous projects.

A total of $43.3 million in new capital improvements are slated for funding during the FY
2003 to 2007 planning period. The successful implementation of FGUA’s Capital
Improvement Program calls for a portion of funding to be provided through the issuance
of bonds, with the remaining amounts to be funded from operating revenues and impact
fees.

System Withdrawals

Carrollwood System — Hillsborough County has indicated its desire to acquire the
Carrollwood System. An agreement between Hillsborough County and the Tampa Bay
Water Authority prohibits Hillsborough County from owning water supply; therefore, the
FGUA has initiated negotiations with both Tampa Bay Water Authority (for the sale of the
water supply) and Hillsborough County (for the sale of the remaining system). Pending
approval of the agreements, it is anticipated that the system will transfer on or about
March 31, 2004.

Sarasota System — Sarasota County has assumed ownership of its system as of August
8, 2002.

System Additions

The FGUA is actively pursuing the acquisition of additional private and/or public
systems. This includes ongoing negotiations with Florida Water Systems, Inc. and Citrus
County for the acquisition and/or operation of water and wastewater systems.



FINANCIAL INFORMATION
Internal Control

Management of the FGUA is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the FGUA are protected from
loss, theft or misuse and to ensure that adequate accounting data are compiled to allow
for the preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America. The internal control structure is
designed to provided reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of control
should not exceed the benefits likely to be derived, and (2) the valuation of costs and
benefits requires estimates and judgements by management. The System Manager's
contract with Government Services Group, Inc. provides for the operational oversight of
the operations, maintenance, billing and customer service functions performed under
contract by Severn Trent-Avatar Utility Services, Inc. (ST-AUS). ST-AUS is required in
its contract to maintain an adequate system of internal controls to protect FGUA's
physical plant assets and financial resources.

Budgetary Control

The FGUA maintains a sound system of budgetary controls. The objective of these
controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the Board. The level of budgetary control (i.e., the
level at which expenditures cannot legally exceed the appropriated amount) is at the
fund level. The FGUA also maintains an encumbrance system as one method of
maintaining budgetary control. Encumbered amounts lapse at year end; however,
outstanding encumbrances are re-appropriated as part of the following year's budget.

The budget process begins in the spring by the staff development of proposed capital
projects and operating budgets, including input from the Director of Operations and ST-
AUS. A planning retreat by the Board of Directors and senior staff in February or March
of each year is used to establish long-range system goals. Detailed budgets are
presented by staff to the Systems Manager in late May. The Systems Manager’'s budget
is forwarded to the Board of Directors in June. Any adjustments to the budget, to include
public hearings for any necessary rate changes, are conducted in July and August.
Board of Directors approval of the final budget is held at a public hearing in September
for the new fiscal year that begins October 1.

As demonstrated by the statements and schedules included in the financial section of
this report, the FGUA meets its responsibility for sound financial management.

Operations

All operations for this special purpose government are in the area of physical
environment. Net operating revenues increased 9.16 percent from $16,470,429 in FY
2001, the second full year of operations, to $17,979,078 in FY 2002. Operating
expenses (exclusive of depreciation and amortization) increased 10.31 percent from
$9,607,939 in FY 2001 to $10,598,875 in FY 2002. Net operating income (exclusive of
depreciation and amortization) increased 7.5 percent from $6,862,490 in FY 2001 to
$7,380,203 in FY 2002. This increase in net operating income resulted primarily from



previously approved rate adjustments and system growth providing the resources
necessary for ongoing expansion of services.

Overall, FY 2002 was financially successful for the FGUA. Net income grew from
$2,652,220 in FY 2001 to $14,651,174 in FY 2002, a growth of 452.41 percent. During
the same period, total FGUA retained earnings grew from $2,926,361 to a healthy
$17,577,535, which was 115.63 percent of FY 2002 operating expenses. Cash and cash
equivalents amount to $21,957,697, with unrestricted cash balances of $4,770,153. All
of these factors point to a financially healthy, successful utility system operation with
good liquidity.

The Poinciana System produced net income of $13,427,159. This was due in large
measure to $11,450,176 in developer donations, primarily from Avatar Properties, Inc.
The donation included the water distribution and wastewater collection systems in
several newly developed neighborhoods, which were deeded to the FGUA in FY 2002.

The Sarasota System produced net income of $1,513,604, due to a gain on the sale of
the system to Sarasota County of $1,799,847. This gain represented the net operating
loss of the Sarasota System since the inception of the FGUA operations in April 1999.

The Golden Gate System sustained a minor net loss of $24,473. This was due to the
decline in non-operating revenue, as impact fees for water and wastewater capacity
declined from $1,007,408 in FY 2001 to $358,378 in FY 2002, offsetting a substantial
improvement in operating net revenue. In FY 2001, the Heritage Apartment complex
contributed most of these one-time fees. No similar large development occurred in FY
2002.

The Carrollwood System continued to lose money with a net loss of $265,116 in FY
2002. The operating portion of this loss of $76,997 was in line with projections. The
refunding of the Carrollwood debt service in April 2002, the 4.02 percent rate increase
effective October 2002, and the reduction in Severn Trent-Avatar contractual costs
approved in an October 2002 contract revision are all designed to stem these losses in
FY 2003.

The FGUA's customer base for the three remaining systems continued to climb,
primarily fueled by explosive growth in the Poinciana Utility System’s service area. This
growth was offset by the loss of 5,891 water and 9,044 wastewater customers on August
8, 2002, when Sarasota County assumed ownership of its system. Water customers
declined from 20,319 at the end of FY 2001 to 16,630 at the end of FY 2002, a
decrease of 3,689 (-18.16%). Wastewater customers declined from 21,924 on
September 30, 2001 to 14,845 on September 30, 2002, a decrease of 7,079 (-32.29%).
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The FGUA is prohibited by Chapter 163.1, Florida Statutes from raising ad valorem and
non-ad valorem property taxes. In addition, it is further prohibited from issuance of
general obligation debt. It is, however, authorized to impose special assessments upon
property owners, whose property will benefit from water and wastewater system
improvements. The first special assessments were approved in the Golden Gate system
in FY 2000, with the collection of $82,600 occurring in FY 2002. An additional special
assessment district was added in FY 2002, which will increase collections in FY 2003
and thereafter. The revenues from these districts are pledged to meet the debt service
requirements for the funds obtained to provide the necessary capital improvements.

Debt Administration

At September 30, 2002, the FGUA had revenue bonds and assessment notes payable
outstanding in the amount of $121,093,937. During the fiscal year ended September 30,
2002, the FGUA made debt service payments of $8,072,629 (principal of $1,702,186
and interest of $6,370,443). During the year, a new bond and assessment note payable
were issued for refunding and capital improvements to the Carrollwood and Golden Gate
utility systems in the amounts of $4,895,000 and $415,000, respectively. All outstanding
bond issues are fully insured via a municipal bond insurance policy issued by Ambac
Assurance Corporation, except three small issues placed directly with banking
institutions.

FGUA's debt service coverage is presented in the following chart.

ORequired
Coverage

B Actual Coverage

1999 2000 2001 2002



Cash Management

In accordance with the FGUA’s investment policy, cash temporarily idle during the year
was invested in money market accounts or overnight repurchase agreements. The
FGUA received investment income of $1,557,055 on all investments for the year ended
September 30, 2002.

The FGUA's investment policy is to minimize credit and market risk while maintaining a
competitive yield on its investments. All deposits were entirely covered by either federal
depository insurance or pooled collateral held by the State Treasurer pursuant to
Chapter 280, Florida Statutes.

Risk Management

The Board of Directors of the FGUA has managed risk in two manners. The first, and
perhaps most unique method, has been the contracting out of all operational, financial
management, and managerial oversight functions of the FGUA. This transfers
substantial operational risks to the contractors, who must ensure the efficient operation
of the system within predetermined cost factors. With no employees, the FGUA has no
contingent workers compensation risk. For property, general liability, public officials,
pollution and flood liabilities, the FGUA maintains adequate commercial insurance with
the American International Insurance Group and other insurers, thereby protecting its
rate payers from tort liability and natural disaster costs.

OTHER INFORMATION
Independent Audit

The Interlocal Agreement and bond resolutions require an annual audit by independent
certified public accountants. The accounting firm of Deloitte & Touche, LLP was
selected by the Board to conduct this audit. Auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States, were used by the auditors in conducting the engagement. The auditors’ report
on the combined financial statements and combining statements is included in the
financial section of this report. The auditors’ report on compliance and on internal
control over financial reporting based upon the audit performed in accordance with
Government Auditing Standards is included in the other reports section.
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Florida Governmental Utility Authority
Tallahassee, Florida

We have audited the accompanying combined financial statements of the Florida Governmental Utility Authority (the
“Authority”) as of and for the years ended September 30, 2002 and 2001, as listed in the foregoing table of contents.
These financial statements are the responsibility of the Authority’s management. Our responsibility isto express an
opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
the Authority as of September 30, 2002 and 2001, and the results of its operations and its cash flows the years then
ended, in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the combined financial statements taken as a whole.
The combining financial statements listed in the foregoing table of contents, are presented for the purpose of additional
analysis and are not arequired part of the financial statements of the Authority. These combining financial statements
are also the responsibility of the management of the Authority. Such additional information has been subjected to the
auditing procedures applied in our audits of the combined financia statements and, in our opinion, isfairly stated in all
material respects when considered in relation to the combined financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated January 27, 2003 on our
consideration of the Authority’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in
accordance with Gover nment Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

Jele e o Trnehn L2P

January 27, 2003

Deloitte
Touche
Tohmatsu



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINED BALANCE SHEETS
AS OF SEPTEMBER 30, 2002 AND 2001

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net of allowance for
doubtful accounts of $67,256 and $62,861
Prepaid expenses
Total current assets
RESTRICTED ASSETS:
Cash and cash equivalents
Bonds receivable

Interest receivable
Due from Avatar

Total restricted assets
PLANT PROPERTY:

Land
Utility plants

Less accumulated depreciation

Construction in progress

DEFERRED CHARGES, net of accumulated amortization
of $372,773 and $251,644

EXCESS OF COST OVER FAIR VALUE OF ACQUIRED ASSETS,
net of accumulated amortization of $1,575,058 and $1,130,811

TOTAL ASSETS

LIABILITIES AND RETAINED EARNINGS (DEFICIT)
LIABILITIES:

CURRENT LIABILITIES:
Accounts payable and other accrued expenses
Conservation payable
Customer deposits payable

Total current liabilities

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS:
Accounts payable and other accrued expenses
Accrued interest payable
Current portion of bonds and note payable

Total current liabilities payable from restricted assets

LONG-TERM PORTION OF BONDS PAYABLE, net of
unamortized discount of $955,431 and $987,820

Total liabilities
COMMITMENTS AND CONTINGENCIES (Note 8)

RETAINED EARNINGS (DEFICIT):
Reserved for debt service
Reserved for renewal s and replacements
Reserved for water facility improvements
Reserved for wastewater facility improvements
Unreserved

Total retained earnings (deficit)
TOTAL LIABILITIESAND RETAINED EARNINGS (DEFICIT)

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

2002

$ 4,770,153

2001

$ 3,925,974

1,626,414 2,075,791
78,710 28,119
6,475,277 6,029,884
17,187,544 36,407,877
42,263,730 16,753,825
402,695 406,511
1,038 1,038
59,855,007 53,569,251
2,700,179 3,844,434
50,020,412 53,195,840
52,720,591 57,040,274
(9,150,626) (9,637,623)
43,569,965 47,402,651
20,986,412 9,101,386
64,556,377 56,504,037
2,082,865 2,994,785
11,994,672 12,438,919

$ 144,964,198

$ 131,536,876

$ 1,296,933 $ 1,145,786
12,277 57,991
794,089 901,471
2,103,299 2,105,248
1,643,348 1,370,882
2,546,079 2,934,933
1,855,571 6,542,388
6,044,998 10,848,203
119,238,366 115,657,064
127,386,663 128,610,515
453,867 1,330,811
830,251 748,667
2,148,039 1,955,721
4,214,234 3,548,434
9,931,144 (4,657,272)
17,577,535 2,926,361

$ 144,964,198

$ 131,536,876




FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINED STATEMENTS OF REVENUE, EXPENSES, AND CHANGES

IN RETAINED EARNINGS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001

OPERATING REVENUES:
Water and wastewater revenues
Purchased water and wastewater
Specid Assessment
Connection fees

Net operating revenues

OPERATING EXPENSES:
Contractual services
Depreciation and amortization
Other operating expenses

Total operating expenses

OPERATING INCOME
NONOPERATING REVENUES (EXPENSES):
Impact fees
Interest income
Interest expense
Gain on sale of Sarasota Utility System
Total nonoperating revenues (expenses), net
DEVELOPER CONTRIBUTIONS FOR CAPITAL PROJECTS

NET INCOME

RETAINED EARNINGS:
Beginning of year

End of year

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

2002 2001
$19566,253  $ 18,318,667
(2,416,146) (2,663,775)
82,600 75,321
746,371 740,216
17,979,078 16,470,429
8,987,808 8,037,760
4,603,292 4,453,336
1,611,067 1,570,179
15,202,167 14,061,275
2,776,911 2,409,154
2,361,903 3,627,590
1,164,436 1,170,382
(4,961,841) (4,554,906)
1,799,847 -
364,345 243,066
11,509,918 -
14,651,174 2,652,220
2,926,361 274,141
$17,577535  $ 2,926,361




FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001

OPERATING ACTIVITIES:
Cash received from customers, including customer deposits
Cash payments for water and wastewater
Cash payments for contractual and other services
Net cash provided by operating activities

CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from issuance of revenue bonds, net
Proceeds from issuance of assessment notes
Proceeds from issuance of DEP loan
Payment for refunding of revenue bonds
Payment of bond issuance costs
Principal paid on revenue bond and assessment note maturities
Interest paid on revenue bonds and assessment note
Accrued interest received on revenue bonds
Payments to acquire and construct plant property
Impact fees and other receipts
Cash transferred upon sale of System
Net cash (used in) provided by capital and related
financing activities

INVESTING ACTIVITIES:
Proceeds from bond maturities
Interest received

Net cash provided by investing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation and amortization expense
Changes in assets and liabilities, net of effects of sale of System:
Increase in accounts receivable
Decrease in due from Avatar
Increase in prepaid expenses
Increase in accounts payable and other accrued expenses
Decrease in due to Avatar
Decrease in conservation payable
Increase in customer deposits payable

Total adjustments
Net cash provided by operating activities

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING,
CAPITAL AND FINANCING ACTIVITIES:

Change in fair value of investments
Amortization of deferred charges
Amortization of excess of cost over fair value of acquired assets
Bond discount amortization
Wrrite-off of deferred financing charges due to sale of System
Plant property contributed by developers

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

2002 2001
$ 20,265,981 $ 19,110,286
(2,543,208) (2,636,225)
(8,825,585) (8,377,197)
8,897,188 8,096,864
4,895,000 27,384,412
415,000 -
114,281 -
(4,860,000) -
(47,000) (993,902)
(1,702,186) (1,601,728)
(6,370,443) (4,682,272)
- 111,377
(17,727,235) (9,300,129)
2,363,911 3,627,589
(6,206,725) -
(29,125,397) 14,545,347
295,000 285,000
1,557,055 2,058,678
1,852,055 2,343,678
(18,376,154) 24,985,889
40,333,851 15,347,962
$ 21,957,697 $ 40,333,851
$ 2,776,911 $ 2,409,154
4,603,292 4,453,336
(217,862) (176,987)
- 23,413
(50,591) (28,119)
1,727,718 1,292,100
- (29,102)
(45,714) (16,802)
103,434 169,871
6,120,277 5,687,710
$ 8,897,188 $ 8,096,864
$ 2,398 $ 2,587
121,129 113,787
444,247 452,324
32,389 23,447
837,791
11,509,918



FLORIDA GOVERNMENTAL UTILITY AUTHORITY
NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001

1. REPORTING ENTITY

The Florida Governmental Utility Authority (the “ Authority”) was formed as alegal entity and public
body pursuant to Chapters 125, 166 and 163, Florida Statutes and an Interlocal Agreement dated
February 1, 1999 (the “Interlocal Agreement”) initialy by and between Brevard County, Lee County,
Polk County and Sarasota County (the “ Authority Members®), each alocal government located in the
State of Florida. The Interlocal Agreement was amended and restated on December 1, 2000, and is
currently by and between Citrus County, Nassau County and Polk County. Sarasota County was a
member of the Interlocal Agreement, but withdrew effective August 29, 2002, after assuming ownership
of the Authority’s assets and liabilities related to the Sarasota Utility System. The purpose of the
Authority is to enable the Authority Members to make the most efficient use of their common power to
acquire, own, improve, operate and maintain water and wastewater facilities. It isnot expected that the
Authority will have any employees. All services will be on a contractual basis predicated on the
operational needs of the utility systems owned by the Authority.

The Authority has adopted Governmental Accounting Standards Board (“GASB”) Statement No. 14, The
Financial Reporting Entity, for the purpose of evaluating its financia statements. Based on the criteriain

Statement No. 14, the Authority has determined that there are no other units that meet the criteriafor
inclusion in the Authority’ s financial statements.

The Authority has also adopted GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that Use Proprietary Fund Accounting. This
statement requires proprietary funds to apply all applicable GASB pronouncements as well as those
Statements and I nterpretations of the Financial Accounting Standards Board (“FASB”), Accounting
Principles Board Opinions, and Accounting Research Bulletins of the Committee on Accounting
Procedure, issued on or before November 30, 1989, which do not conflict with or contradict GASB
pronouncements. Asalso provided by GASB Statement No. 20, the Authority has elected not to adopt
any FASB statements issued after November 30, 1989 unless so directed by the GASB.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting systems of the Authority are organized on the basis of funds, each of which is considered
an accounting entity having a self-balancing set of accounts for recording its assets, liabilities, fund
equity, revenues and expenses. The utility systems comprising the Authority are reported as proprietary
funds.

The focus of proprietary fund measurement is the determination of net income, financia position and cash

flows. The generally accepted accounting principles applicable to proprietary funds are similar to those
applicable to businesses in the private sector. The following is a description of the Authority’s
proprietary funds.

Enterprise Fund - The Enterprise Fund is used to account for operations: (a) that are financed and
operated in amanner similar to private business enterprises - where the intent of the governing body is

that the costs (expenses, including depreciation) of providing goods or services to the genera public on
a continuing basis be financed or recovered primarily through user charges; or (b) where the governing

5



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

body has decided that periodic determination of revenue earned, expenses incurred, and/or net income
is appropriate for capital maintenance, public policy, management control, accountability, or other
purposes.

The assets, liabilities, fund equity and results of operations of the five utility systems (Barefoot Bay
Utility System, Carrollwood Utility System, Golden Gate Utility System, Poinciana Utility System and
Sarasota Utility System) (collectively the “ Utility Systems’) comprising the Authority are combined in the
accompanying financial statements. See Note 3 regarding the sale of the Sarasota Utility System to
Sarasota County on August 8, 2002, and the sale of the Barefoot Bay Utility System to Brevard County
on February 2, 2000.

Basis of Accounting - Basis of accounting refersto the timing of recognition of revenues and expensesin
the accounts and reporting in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied. Proprietary Funds utilize the accrual
basis of accounting. Under this method, revenues are recognized when they are earned and expenses are
recognized when they are incurred.

Cash and Cash Equivalents - Cash and cash equivalents consists of cash on hand and on deposit in
banks, money market accounts and overnight repurchase agreements. Investments with a maturity of
three months or less when purchased are considered to be cash equivalents.

I nvestments - Investments are carried at fair value.

Accounts Receivable - The Authority’ s accounts receivable consist of amounts due from consumers. The
Utility Systems perform credit evaluations on their consumers and generally require collateral deposits
from them.

Restricted Assets - Certain assets are required to be segregated from other assets due to various bond
indenture agreements. These assets are legally restricted for specific purposes such as debt service,
congtruction and renewal s and replacements.

Fixed Assets - Fixed assets are recorded at historical cost. Construction period interest cost, net of
interest earned on the unexpended proceeds of tax-exempt borrowings, is capitalized as part of fixed asset
cost. Depreciation, on a straight-line basis, is charged over estimated useful lives ranging from 5 to 25
years.

Excess of Cost Over Fair Value of Acquired Assets - The excess cost over fair value of acquired assets
is being amortized, on a straight-line basis, over 20 years.

Bond Discounts and | ssuance Costs - Bond discounts and issuance costs are deferred and amortized
over the term of the bonds using the interest method and straight-line method, respectively.

Revenue Recognition - Operating revenue consists of water and wastewater services and connection fees.
Nonoperating revenue includes impact fees. These amounts are recognized in revenue as follows:

6



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Water and Wastewater Services - Revenue consists of billings to customers for water and wastewater
service. Billings are included in revenue as meters are read on a cycle basis throughout each month.
Unbilled revenues are accrued based on estimated consumption since the last billing.

Connection Fees - Connection fees are imposed by the Utility Systems for the costs associated with
installation of the service meter and tapping into the water and/or wastewater service main. Connection
fees revenue is recognized when connection services are performed.

Impact Fees - Impact fees are imposed by the Utility Systems to acquire, construct, equip or expand
the capacity of the water and/or wastewater facilities in order to serve new users of the facilities and
new development within the service area of the Utility Systems. Impact fees revenue is recognized
when the related connection services are performed.

Developer Contributions for Capital Projects - This revenue source represents contributions of certain
water distribution and wastewater collection systems. Such contributions are recognized as revenue in the
period they are received.

Derivative Financial I nstruments - The Authority does not engage in derivatives trading, market making
or other speculative activities. During 2002, the Authority entered into an agreement to manage certain
exposures to fluctuations in interest rates.

Use of Estimates - The preparation of financial statementsin conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets, liabilities, and changes therein, and disclosure of
contingent assets and liabilities. Actual results could differ from those estimates.

Risk Management - The Authority participates in various insurance programs for property and casualty
losses. Coverages include property, general liability, and public officials. The Authority retains
conventional insurance coverage for loss on structures and equipment through American International
Insurance Group, and its affiliated companies, with reinsurance through Lloyds of London on its flood
insurance policy. Settled claims have not exceeded insurance coverage during the last three fiscal years.

New Accounting Standards - In December 1998, the GASB issued Statement No. 33, Accounting and
Financial Reporting for Nonexchange Transactions, as amended by Statement No. 36, Recipient
Reporting for Certain Shared Nonexchange Revenues - an amendment of GASB Statement No. 33. The
Authority adopted Statement No. 33, as amended, effective October 1, 2000. Adoption of this statement
did not have a material effect on the Authority’s financial position, results of operations or cash flows.

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for Sate and Local Governments. Generally, this statement establishes
financia reporting standards for state and local governments, including states, cities, towns, villages, and
specia-purpose governments such as school districts and public utilities. It establishes that the basic
financial statements and required supplementary information for general purpose governments should
congist of: management’ s discussion and analysis, basic financial statements, and required supplementary

7



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

information. The requirements of this statement will be effective for the Authority in the year ending
September 30, 2003. Management has reviewed the effect of this statement on its financial statements
and has determined that the impact will not be significant, except for the addition of the management’s
discussion and anaysis.

3. SALEOFUTILITY SYSTEMS

Sarasota Utility System - Effective August 8, 2002, Sarasota County, Florida, acquired all the assets and
assumed all operating liabilities of the Sarasota Utility System at net book value. This transaction
resulted in again of approximately $1,800,000, equal to the accumulated deficit of the Sarasota Utility
System at the sale date. In payment for the Sarasota Utility System, Sarasota County issued the Sarasota
County Utility System Revenue Bonds Series 2002A in the amount of $16,785,000 and Series 2002B in
the amount of $9,800,000 (the “ Series 2002 Bonds”). The respective interest rates and maturities of the
Series 2002 Bonds are identical to the Florida Governmental Utility Authority Utility System Revenue
Bonds (Sarasota Utility System), Series 1999 and Series 2001 Bonds. The Series 1999 Bonds were
issued by the Authority at the acquisition of the Sarasota Utility System and the Series 2001 Bonds were
issued for capital improvements to the Sarasota Utility System. Both the Series 1999 Bonds and the
Series 2001 Bonds remain outstanding. The trust estate as defined in the Series 2002 Bonds trust
indenture secures the Series 2002 Bonds. This trust estate has replaced the net revenues of the Sarasota
Utility System as the pledged revenue source securing the Series 1999 and 2001 Bonds. The Series 2002
Bonds are included in restricted assets in the combined balance sheet of the Authority.

Barefoot Bay Utility System - Effective February 2, 2000, Barefoot Bay Water and Sewer District (the
“Digtrict”), a component unit of Brevard County, Florida, acquired al the assets and assumed al
operating liahilities of the Barefoot Bay Utility System at net book value. This transaction resulted in a
gain of approximately $250,000, equa to the accumulated deficit of the Barefoot Bay Utility System at
the sale date. In payment for the Barefoot Bay Utility System, the District issued Barefoot Bay Water
and Sewer Didtrict Utility Revenue Bonds Series 2000 (the “ Series 2000 Bonds®) in the amount of
$17,135,000. The respective interest rates and maturities of the Series 2000 Bonds are identical to the
Florida Governmental Utility Authority Utility System Revenue Bonds (Barefoot Bay Utility System),
Series 1999 Bonds issued at the acquisition of the Barefoot Bay Utility System by the Authority and
which remain outstanding. The trust estate as defined in the Series 2000 Bonds trust indenture secures the
Series 2000 Bonds. Thistrust estate has replaced the net revenues of the Barefoot Bay Utility System as
the pledged revenue source securing the Series 1999 Bonds. The Series 2000 Bonds are included in
restricted assets in the combined balance sheet of the Authority.

4., CASH, CASH EQUIVALENTSAND INVESTMENTS

At September 30, 2002, the carrying amount of the Authority’s cash on deposit in its bank account was
$372,094 and the related bank balance was $892,211, all of which was insured by Federal deposit
insurance or collateralized pursuant to Chapter 280, Florida Statutes. All collateralized deposits are
considered insured.



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

GASB Statement No. 3, Deposits with Financial Institutions, Investments (including Repurchase
Agreements), and Reverse Repurchase Agreements, provides for the classification of investmentsto give
an indication of the level of credit risk assumed by the Authority. Category 1 credit risk investments
include investments that are insured or registered or for which the securities are held by the Authority or
its agent in the Authority’ s name. Category 2 credit risk investments include uninsured and unregistered
investments for which the securities are held by the counterparty’ s trust department or agent in the
Authority’sname. Category 3 credit risk investments include uninsured and unregistered investments for
which the securities are held by the counterparty or by its trust department or agent but not in the
Authority’s name.

At September 30, 2002, the Authority’ s investments and cash and cash equivalents consist of the

following:
Category Fair
1 2 3 Value

Investments
Bonds receivable $42,263,730 $42,263,730
Commercial paper * 614,949 614,949
Money market mutual funds (uncategorized) * 20,970,654

Total investments 42,878,679 63,849,333
Cash
Cash on deposit 372,094

Total cash and investments (unrestricted and restricted) $64,221,427

* Commercial paper and money market funds are considered to be cash equivalents for balance sheet presentation.

The Authority’ s investment practices are governed by Chapter 280, Florida Statutes, and various legal
covenants related to the outstanding bond issues.

Chapter 280, Florida Statutes, generally requires public funds to be deposited in a bank or savings
association that is designated by the State Treasurer as authorized to receive deposits in the State and that
meets the collateral requirements. Collateral in the amount of the greater of (i) the average daily balance
of public deposits multiplied by the depository’ s minimum collateral pledging level, established by the
State Treasurer, (ii) 25 percent of the average monthly balance of public deposits or (iii) 125 percent of
the average daily balance of public deposits greater than capital, is required to be deposited with the State
Treasurer as security for public deposits. Collateral may be held by another custodian with approval of
the State Treasurer if conditions are met which protect the State’ s interests. The amount of collateral may
be increased to 125 percent of the average daily balance of public depositsif specified conditions exist.

Eligible collateral includes federal, federally-guaranteed, state and local government obligations and
corporate bonds. Section 280.08(3), Florida Statutes, provides that if the loss to public depositorsis not
covered by deposit insurance and the proceeds from the sale of securities pledged by the defaulting



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

depository, the difference will be provided by an assessment levied against other qualified public
depositories of the same type as the depository in defaullt.

5. PLANT PROPERTY

Changes in the Authority’s plant property for the year ended September 30, 2002 are shown below:

Beginning Sale of Sarasota Ending

Balance Additions Transfers Utility System Balance
Land $ 3844434 $ - $ - $ (1,144,255) $ 2,700,179
Utility plant 53,195,840 9,734,903 493,650 (13,403,981) 50,020,412
Congtruction in progress 9,101,386 20,160,641 (493,650) (7,781,965) 20,986,412
Accumulated depreciation (9,637,623) (4,037,378) - 4,524,375 (9,150,626)
$ 56,504,037 $ 25,858,166 $ - $ (17,805,826) $ 64,556,377

Depreciation expense for the years ended September 30, 2002 and 2001 was $4,037,378 and $3,887,123,
respectively.

Interest expense from the 2001 and 1999 bond issues and 2000A assessment note is capitalized to the
extent that such proceeds are used for construction purposes. Net interest costs of $658,929 and $89,979
were capitalized as part of fixed assets for the years ended September 30, 2002 and 2001, respectively.
The amounts capitalized include interest costs incurred during the years ended September 30, 2002 and
2001 of $1,049,740 and $976,515, respectively, net of $390,811 and $886,536, respectively, of interest
earned on related investments acquired with revenue bond and note proceeds.

6. BONDSAND NOTE PAYABLE

Bonds and notes payable as of September 30, 2002 and 2001 are as follows:
Barefoot Bay Utility System

2002 2001
$4,215,000 Series 1999 Serial Bonds due in annual
installments of $305,000 to $435,000, October 1, 2002
through October 1, 2011; interest at rates ranging from
3.55% to 4.50% $ 3,635,000 $ 3,930,000

$3,715,000 5.25% 1999 Series Term Bonds due

October 1, 2018, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2012 3,715,000 3,715,000

$9,205,000 5.00% 1999 Series Term Bonds due

October 1, 2029, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2019 9,205,000 9,205,000

10



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Carrollwood Utility System

$4,895,000 Series 2002 Revenue Refunding Bonds;

due March 31, 2004, interest payable quarterly at

avariable rate; variable rate fixed through interest

rate swap agreement at 4.56% $ 4,895,000

$5,035,000 Series 1999 Serial Bonds due in installments
of $90,000 to $4,860,000, October 1, 2001 through
April 1, 2002; interest at a rate of 5.50% -

Golden Gate Utility System

$7,150,000 Series 1999 Serial Bonds due in annual
installments of $545,000 to $745,000, July 1, 2003
through July 1, 2011; interest at rates ranging from
3.65% to 4.50% 5,730,000

$6,385,000 5.25% 1999 Series Term Bonds due

July 1, 2018, subject to mandatory sinking

fund requirementsin varying annua principal

amounts beginning July 1, 2012 6,385,000

$15,815,000 5.00% 1999 Series Term Bonds due

July 1, 2029, subject to mandatory sinking

fund requirementsin varying annua principal

amounts beginning July 1, 2019 15,815,000

$415,000 6.63% Series 2002A Specia Assessment Note;
payments of $22,493 including interest due semi-annually
beginning November 1, 2003 through November 1, 2017;
interest only payment of $27,102 due May 1, 2003 415,000

$484,000 7.82% Series 2000A Special Assessment
Note; payments of approximately $36,500 including
interest due semi-annually through April 1, 2010 405,087

$179,089 3.05% Horida Department of Environmental

Protection Clean Water State Revolving Fund Loan;

payments of $6,014 including interest due semi-annually

beginning October 15, 2004 114,281

11
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Poinciana Utility System

2002 2001
$6,900,000 Series 2001 Serial Bonds due in annual
installments of $340,000 to $525,000, October 1, 2003
through October 1, 2014; interest at rates ranging from
3.60% to 4.70% $ 5,055,000 $ 5,055,000

$4,465,000 5.00% 2001 Series Term Bonds due

October 1, 2021, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2015 4,465,000 4,465,000

$4,270,000 5.125% 2001 Series Term Bonds due

October 1, 2026, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2022 4,270,000 4,270,000

$4,275,000 5.125% 2001 Series Term Bonds due

October 1, 2030, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2027 4,275,000 4,275,000

$6,900,000 Series 1999 Serial Bonds due in annual

installments of $500,000 to $710,000, October 1, 2002

through October 1, 2011; interest at rates ranging from

3.55% to 4.50% 5,950,000 6,430,000

$6,075,000 5.25% 1999 Series Term Bonds due

October 1, 2018, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2012 6,075,000 6,075,000

$15,060,000 5.00% 1999 Series Term Bonds due

October 1, 2029, subject to mandatory sinking

fund requirements in varying annua principal

amounts beginning October 1, 2019 15,060,000 15,060,000
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Sarasota Utility System

$2,885,000 Series 2001 Serial Bonds due in annual
installments of $175,000 to $280,000, October 1, 2002

through October 1, 2014; interest at rates rang
3.30% to 4.70%

$2,385,000 4.75% 2001 Series Term Bonds due

October 1, 2021, subject to mandatory sinking
fund requirements in varying annua principal
amounts beginning October 1, 2015

$2,265,000 5.125% 2001 Series Term Bonds due

October 1, 2026, subject to mandatory sinking
fund requirements in varying annua principal
amounts beginning October 1, 2022

$2,265,000 5.125% 2001 Series Term Bonds due

October 1, 2030, subject to mandatory sinking
fund requirements in varying annua principal
amounts beginning October 1, 2027

$4,195,000 Series 1999 Serial Bonds due in annual
installments of $310,000 to $440,000, October 1, 2002

through October 1, 2011; interest at rates rang
3.55% to 4.50%

$3,770,000 5.25% 1999 Series Term Bonds due

October 1, 2018, subject to mandatory sinking
fund requirements in varying annua principal
amounts beginning October 1, 2012

$9,335,000 5.00% 1999 Series Term Bonds due

October 1, 2029, subject to mandatory sinking
fund requirements in varying annua principal
amounts beginning October 1, 2019

Total bonds outstanding

L ess unamortized bond discount

L ess current portion

2002 2001
ing from
$ 2885000 $ 2885000
2,385,000 2,385,000
2,265,000 2,265,000
2,265,000 2,265,000
ing from
3,680,000 3,950,000
3,770,000 3,770,000
9,335,000 9,335,000
122,049,368 123,187,272
(955,431) (987,820)
121,093,937 122,199,452
(1,855,571) (6,542,388)
$119,238,366  $ 115,657,064
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Debt service requirements to maturity are as follows at September 30, 2002:

Barefoot Bay Utility System
1999 Bonds Debt Service

Principal Interest Total
2003 $ 305,000 $ 792,165 $ 1,097,165
2004 315,000 780,668 1,095,668
2005 325,000 768,318 1,093,318
2006 340,000 755,058 1,095,058
2007 355,000 740,858 1,095,858
Thereafter 14,915,000 9,829,288 24,744,288

$ 16,555,000 $ 13,666,355 $ 30,221,355

Carrollwood Utility System
2002 Bonds Debt Service

Principal Interest Total

2003 $ - $ 223212 $ 223212
2004 4,895,000 111,606 5,006,606

$ 4,895,000 $ 334,818 $ 5,229,818

Golden Gate Utility System
1999 Bonds Debt Service

Principal Interest Total
2003 $ 545,000 $ 1,354,819 $ 1,899,819
2004 565,000 1,334,401 1,899,401
2005 585,000 1,312,483 1,897,483
2006 605,000 1,289,206 1,894,206
2007 630,000 1,264,463 1,894,463
Thereafter 25,000,000 16,474,353 41,474,353

$ 27,930,000 $ 23,029,725 $ 50,959,725

Golden Gate Utility System
2002A Special Assessment Note

Principal Interest Total
2003 5 - $ - $ -
2004 17,761 27,225 44,986
2005 18,958 26,028 44,986
2006 20,237 24,749 44,986
2007 21,600 23,386 44,986
Thereafter 336,444 135,918 472,362

$ 415,000 $ 237,306 $ 652,306
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

2003
2004
2005
2006
2007
Thereafter

2003
2004
2005
2006
2007
Thereafter

2003
2004
2005
2006
2007
Thereafter

Golden Gate Utility System
2000A Special Assessment Note

Principal Interest Total

$ 20,571 5 16,015 5 36,586
43,587 29,721 73,308
47,062 26,118 73,180
50,815 22,314 73,129
54,866 18,207 73,073
188,186 26,602 214,788

$ 405,087 $ 138,977 $ 544,064

Golden Gate Utility System
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DEP Loan
Principal Interest Total
$ - $ - $ -
- 12,028 12,028
- 12,028 12,028
4,833 7,195 12,028
109,448 55,781 165,229
$ 114281 5 87,032 $ 201,313
Poinciana Utility System
2001 Bonds Debt Service
Principal Interest Total
$ - $ 872,021 $ 872,021
340,000 859,781 1,199,781
350,000 846,831 1,196,831
365,000 833,144 1,198,144
375,000 818,613 1,193,613
16,635,000 11,571,831 28,206,831
$ 18,065,000 $ 15,802,221 $ 33,867,221




FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Poinciana Utility System
1999 Bonds Debt Service

Principal Interest Total
2003 $ 500,000 $ 1,295,943 $ 1,795,943
2004 515,000 1,277,145 1,792,145
2005 535,000 1,256,815 1,791,815
2006 555,000 1,235,170 1,790,170
2007 580,000 1,211,970 1,791,970
Thereafter 24,400,000 16,080,585 40,480,585

$ 27,085,000 $ 22,357,628 $ 49,442,628

Sarasota Utility System
2001 Bonds Debt Service

Principal Interest Total
2003 $ 175,000 $ 458,490 $ 633,490
2004 180,000 452,010 632,010
2005 190,000 444,980 634,980
2006 195,000 437,668 632,668
2007 200,000 429,918 629,918
Thereafter 8,860,000 6,080,128 14,940,128

$ 9,800,000 $ 8,303,194 $ 18,103,194

Sarasota Utility System
1999 Bonds Debt Service

Principal Interest Total
2003 $ 310,000 $ 803,190 $ 1,113,190
2004 320,000 791,510 1,111,510
2005 330,000 778,970 1,108,970
2006 345,000 765,515 1,110,515
2007 355,000 751,315 1,106,315
Thereafter 15,125,000 9,970,093 25,095,093

$ 16,785,000 $ 13,860,593 $ 30,645,593

Refunding - In March 2002, the Carrollwood Utility System issued the $4,895,000 Florida Governmental
Utility Authority Variable Rate Utility Refunding Revenue Bond (Carrollwood Utility System), Series
2002 (the “ Series 2002 Bonds’). The bond proceeds were used to refund $4,860,000 of the Florida
Governmental Utility Authority Utility Revenue Bond (Carrollwood Utility System), Series 1999. The
remaining proceeds of $35,000 were used to pay the debt issuance costs.

I nterest Rate Swap Agreement - In connection with the issuance of the Series 2002 Bonds, the
Carrollwood Utility System entered an interest rate swap agreement to manage its exposure to changesin
interest rates and to convert the variable rate on the Series 2002 Bonds to a fixed rate of 4.56%. The
interest rate swap agreement is recorded using settlement accounting. Expenses are recorded based on the

16



FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

actual payments made to settle the contract on each quarterly settlement date. At September 30, 2002, the
contract/notional amount of the Carrollwood Utility System’ s interest rate swap agreement was
$4,895,000.

Asis customary for these types of instruments, the Carrollwood Utility System does not require collateral
or other security from other parties to these instruments. By their nature al such instrumentsinvolve risk,
including the credit risk of nonperformance by counterparties. However, at September 30, 2002, in
management’ s opinion there was no significant risk of loss in the event of nonperformance of the
counterparties to these financial instruments.

Special Assessment Notes - The Authority has made a subordinated pledge of the general revenue of the
Golden Gate Utility System as a secondary pledge to the Special Assessments placed on the property
ownersin the three Golden Gate Special Assessment Didtricts. 1n the event of default by the property
owners, the general ratepayers would be responsible for any shortfall. This pledge is subordinate to the
pledge made to other revenue bondholders of the Golden Gate Utility System.

7. RETAINED DEFICIT

At September 30, 2002, the Carrollwood Utility System had retained deficit balance of $813,707. This
retained deficit will be corrected by future expected operating revenues. A rate increase of 4.02% was
approved September 19, 2002 and became effective October 1, 2002, to begin curing the retained deficit.

8. COMMITMENTSAND CONTINGENCIES

Severn Trent - Avatar Utility Services, LLC - Asarequirement of the transfer of each of the Utility
Systems to the Authority by Avatar, the Authority entered into the Barefoot Bay Utility System
Operations, Billing and Customer Service Agreement; the Carrollwood Utility System Operations, Billing
and Customer Service Agreement, as amended June 1, 2000; the Golden Gate Utility System Operations,
Billing and Customer Service Agreement, as amended June 1, 2000; the Poinciana Utility System
Operations, Billing and Customer Service Agreement; and the Sarasota Utility System Operations, Billing
and Customer Service Agreement, as amended June 1, 2000 (collectively the “ Operations and Billing
Agreements’) with Severn Trent - Avatar Utility Services, LLC (“STAUS’). Asdefined in the
Operations and Billing Agreements, STAUS is to provide water treatment, water distribution, wastewater
treatment and wastewater disposal services to the Utility Systems’ customers without unnecessary
interruption. In addition, STAUS isresponsible for all operating and maintenance services for each
Utility System. The Operations and Billing Agreement for Barefoot Bay was terminated as of February
2, 2000, the date of transfer to Brevard County. The Operations and Billing Agreement for Sarasota was
terminated effective August 8, 2002, the date of the transfer to Sarasota County. The Operations and
Billing Agreement for Carrollwood, which expired September 30, 2002, was extended through March 31,
2004, based on a contract amendment dated October 17, 2002. The Operations and Billing Agreements
for Golden Gate and Poinciana expire May 31, 2004 and March 31, 2004, respectively, and may be
extended for an additional 5 years upon the mutual agreement of the parties. STAUS receives an annua
fixed fee for services provided to the Utility Systems of $5,959,487 paid in monthly installments. Feesin
future years, for the Poinciana Utility System, are adjusted as defined in the Poinciana Operations and
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Continued)

Billing Agreement. The Carrollwood, Golden Gate and Poinciana Operations and Billing Agreements
also provide for additional paymentsto STAUS for renewals and replacements and for capital
improvements. Such additional payments are to be at STAUS's cost plus a specified profit percentage.
Total amounts paid to STAUS for the years ended September 30, 2002 and 2001 for all services were
approximately $8,615,100 and $10,348,000, respectively. At September 30, 2002, amounts payable to
STAUS totaled approximately $1,083,700.

Government Services Group, Inc. - In order to execute the powers of the Authority pursuant to the
Interlocal Agreement and the responsibilities of the Authority, the Authority retained Government
Services Group, Inc. (“GSG”), a private contractor, for the overall management of the Authority. The
Management Services Agreement between the Authority and GSG defines the general functions GSG will
carry out and expires May 31, 2003. The Authority has the option to extend the term of the Management
Services Agreement. GSG receives an annual fixed fee for services provided to the Authority of
$550,000. Additional payments are made for capital project management and inspection, and other
services approved by the Authority’s Board of Directors. Total amounts paid to GSG for the years ended
September 30, 2002 and 2001 were approximately $1,260,200 and $1,231,700, respectively. At
September 30, 2002, amounts payable to GSG totaled approximately $72,400.

Contracts - Commitments on outstanding contracts for improvements and maintenance of the Utility
Systems totaled approximately $2,889,400 at September 30, 2002.

Pending Litigation - The Utility Systems are contingently liable with respect to regulatory inquiries and
other claims incidental to the ordinary course of its operations. In the opinion of management, based on
the advice of lega counsd, the ultimate disposition of these regulatory inquiries and claims will not have a
material adverse effect on the financia position or results of operations of the Utility Systems.

Other Contingency - On November 28, 2000, the Authority received a notice of violation (“NOV™) from
the Florida Department of Environmental Protection (the “FDEP”) as a result of the Sarasota Utility
System’ s failure to meet certain effluent toxicity test levels and other operational problems. A fine of
$40,520 was paid to the FDEP in June 2002. The responsibility for the remaining actions to resolve this
issue, including in-kind mitigating projects was assumed by Sarasota County upon sale of the Sarasota
Utility System to Sarasota County effective August 8, 2002. The Authority has no remaining obligation
to resolve the NOV.

9. RELATED PARTY TRANSACTIONS

Prior to December 31, 2001, GSG was partially owned by Nabors, Giblin & Nickerson, P.A., (“NGN")
which is serving as Bond Counsdal with respect to the Series 2002, 2001 and 1999 Bonds and Specia
Authority Counsel of each of the Utility Systems. This direct interest ended through a buyout of NGN
shares by GSG, athough some partnersin NGN retain individua ownership interestsin GSG. Amounts
paid to NGN for the years ended September 30, 2002 and 2001, totaled approximately $187,200 and
$276,500, respectively. At September 30, 2002, amounts payable to NGN totaled approximately
$24,300.
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

NOTES TO COMBINED FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2002 AND 2001 (Concluded)

10. SUBSEQUENT EVENT

On December 23, 2002, the Osceola County Board of County Commissioners adopted Resolution No.
02/03-043R, approving the membership of Osceola County into the Authority’s Interlocal Agreement. On
January 16, 2003, the Authority’ s Board of Directors accepted Osceola County as a new member of the
Authority.

* k %k * %
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINING BALANCE SHEETS
AS OF SEPTEMBER 30, 2002
(With Comparative Totals For 2001)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net
Prepaid expenses

Total current assets

RESTRICTED ASSETS:
Cash and cash equivalents
Bonds receivable
Interest receivable
Due from Avatar

Total restricted assets

PLANT PROPERTY:
Land
Utility plants

Less accumulated depreciation

Construction in progress

DEFERRED CHARGES, net

EXCESS OF COST OVER FAIR VALUE OF
ACQUIRED ASSETS, net

TOTAL ASSETS

LIABILITIES AND RETAINED EARNINGS (DEFICIT)
LIABILITIES:

CURRENT LIABILITIES:
Accounts payable and other accrued expenses
Due to Avatar
Conservation payable
Customer deposits payable

Total current liabilities

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS:

Accounts payable and other accrued expenses
Accrued interest payable
Current portion of bonds and notes payable

Total current liabilities payable from restricted assets

LONG-TERM PORTION OF BONDS AND NOTES PAYABLE, net

Total liabilities
COMMITMENTS AND CONTINGENCIES

RETAINED EARNINGS (DEFICIT):
Reserved for debt service
Reserved for renewals and replacements
Reserved for water facility improvements
Reserved for wastewater facility improvements
Unreserved

Total retained earnings (deficit)

TOTAL LIABILITIES AND RETAINED EARNINGS (DEFICIT)
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Barefoot Bay
Utility System

Carrollwood
Utility System

$ 3,326
194,445
7,913

16,461,223
402,695

205,684

185,771

16,863,918

185,771

65,700
4,711,712

4,777,412
(1,151,701)

3,625,711
249,993

3,875,704
26,250

$ 16,863,918

$4,293,409

$ 137,055

12,277
6,981

402,695
305,000

156,313

55,803

707,695
16,156,223

55,803
4,895,000

16,863,918

5,107,116

4,396
123,239
707
1,626

(943,675)

(813,707)

$ 16,863,918

$4,293,409




Golden Gate
Utility System

Poinciana

Utility System

$ 970,113 $ 3,796,714
510,176 890,894
12,331 58,466
1,492,620 4,746,074
3,269,341 12,608,202
1,038
3,270,379 12,608,202
500,000 2,134,479
12,948,296 32,360,404
13,448,296 34,494,883
(2,946,923) (5,052,002)
10,501,373 29,442,881
1,766,913 18,969,506
12,268,286 48,412,387
775,579 1,281,036
11,994,672
$ 29,801,536 $ 67,047,699
$ 332,504 $ 827,374
281,162 505,946
613,666 1,333,320
66,592 1,545,857
355,494 1,092,857
565,571 500,000
987,657 3,138,714
28,138,776 44,245,860
29,740,099 48,717,894
11,244 438,227
311,291 395,721
912,244 1,235,088
779,917 3,432,691
(1,953,2509) 12,828,078
61,437 18,329,805
$ 29,801,536 $ 67,047,699

Sarasota Totals

Utility System 2002 2001
$ 4,770,153 $ 3,925,974
30,899 1,626,414 2,075,791
78,710 28,119
30,899 6,475,277 6,029,884
1,124,230 17,187,544 36,407,877
25,802,507 42,263,730 16,753,825
402,695 406,511
1,038 1,038
26,926,737 59,855,007 53,569,251
2,700,179 3,844,434
50,020,412 53,195,840
52,720,591 57,040,274
(9,150,626) (9,637,623)
43,569,965 47,402,651
20,986,412 9,101,386
64,556,377 56,504,037
2,082,865 2,994,785
11,994,672 12,438,919
$ 26,957,636 $ 144,964,198 $ 131,536,876
$ 1,296,933 $ 1,145,786
12,277 57,991
794,089 901,471
2,103,299 2,105,248
30,899 1,643,348 1,370,882
639,230 2,546,079 2,934,933
485,000 1,855,571 6,542,388
1,155,129 6,044,998 10,848,203
25,802,507 119,238,366 115,657,064
26,957,636 127,386,663 128,610,515
453,867 1,330,811
830,251 748,667
2,148,039 1,955,721
4,214,234 3,548,434
9,931,144 (4,657,272)
17,577,535 2,926,361
$ 26,957,636 $ 144,964,198 $ 131,536,876




FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINING STATEMENTS OF REVENUE, EXPENSES, AND CHANGES
IN RETAINED EARNINGS (DEFICIT)

YEAR ENDED SEPTEMBER 30, 2002

(With Comparative Totals For 2001)

Barefoot Bay
Utility System

OPERATING REVENUES:
Water and wastewater revenues $
Purchased water and wastewater

Specia assessment
Connection fees

Net operating revenues

OPERATING EXPENSES:
Contractual services
Depreciation and amortization
Other operating expenses

Total operating expenses

OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES):

Impact fees
Interest and other income 805,390
Interest expense (805,390)

Gain on sale of Sarasota Utility System
Total nonoperating revenues (expenses), net

DEVELOPER CONTRIBUTIONS FOR CAPITAL PROJECTS

NET (LOSS) INCOME

RETAINED EARNINGS (DEFICIT):
Beginning of year

End of year $

22

Carrollwood
Utility System

$ 1,358,571
(517,937)

735
841,369

451,183
347,866
119,317
918,366

(76,997)

2,310
1,196
(239,614)

(236,108)
47,989

(265,116)

(548,591)

$ (813,707)



Golden Gate
Utility System

Poinciana

Utility System

Sarasota

Utility System

$ 4,001,271 7,324,512 $ 6,791,899
(1,898,209)
82,600

22,872 686,566 36,198
4,196,743 8,011,078 4,929,888
1,665,616 4,070,668 2,800,341
1,335,387 1,726,520 1,193,519
273,465 737,917 480,368
3,274,468 6,535,105 4,474,228
922,275 1,475,973 455,660
358,378 1,951,199 50,016
41,251 117,094 199,505
(1,358,130) (1,567,283) (991,424)
1,799,847
(958,501) 501,010 1,057,944

11,753 11,450,176
(24,473) 13,427,159 1,513,604
85,910 4,902,646 (1,513,604)

$ 61437 $ 18,329,805
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2002 2001
$19566,253  $ 18,318,667
(2,416,146) (2,663,775)
82,600 75,321
746,371 740,216
17,979,078 16,470,429
8,987,808 8,037,760
4,603,292 4,453,336
1,611,067 1,570,179
15,202,167 14,061,275
2,776,911 2,409,154
2,361,903 3,627,590
1,164,436 1,170,382
(4,961,841) (4,554,906)
1,799,847
364,345 243,066
11,509,918
14,651,174 2,652,220
2,926,361 274,141
$17577535 $ 2,926,361




FLORIDA GOVERNMENTAL UTILITY AUTHORITY

COMBINING STATEMENTS OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2002
(With Comparative Totals For 2001)

OPERATING ACTIVITIES:
Cash received from customers, including customer deposits
Cash payments for water and wastewater
Cash payments for contractual and other services
Net cash provided by operating activities

CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from issuance of revenue bonds, net
Proceeds from issuance of assessment notes
Proceeds from issuance of DEP loan
Payment for refunding of revenue bonds
Payment of debt issuance losts
Principal paid on revenue bond and assessment note maturities
Interest paid on revenue bonds and assessment note
Accrued interest received on revenue bonds
Payments to acquire and construct plant property
Impact fees and other receipts
Cash transferred upon sale of System
Net cash (used in) provided by capital and related
financing activities

INVESTING ACTIVITIES:
Proceeds from bond maturities
Interest received
Net cash provided by investing activities

NET (DECREASE) INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating (loss) income
Adjustments to reconcile operating (loss) income
to net cash provided by operating activities:
Depreciation and amortization expense
Changes in assets and liabilities, net of
effects of sale of System:
Decrease (increase) in accounts receivable
Decrease in due from A vatar
(Increase) decrease in prepaid expenses
Increase in accounts payable and other
accrued expenses
Decrease in due to Avatar
Decrease in conservation payable
Increase (decrease) in customer deposits payable
Total adjustments

Net cash provided by operating activities

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING,
CAPITAL AND FINANCING ACTIVITIES:
Change in fair value of investments
Amortization of deferred charges
Amortization of excess of cost over fair value of acquired assets
Bond discount amortization
W rite-off of deferred charges due to sale of System
Plant property contributed by developers
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Barefoot Bay
Utility System

Carrollwood
Utility System

$ 1,354,937
(519,922)
(535,744)

299,271

(295,000)
(809,206)

4,895,000

(4,860,000)
(35,000)
(90,000)

(329,408)

(39,335)
2,310

(1,104,206)

(456,433)

295,000
809,206

2,447

1,104,206

2,447

(154,715)
343,812

$ 189,097

$  (76,997)

347,866

38,404
(4,668)
37,439

(45,714)
2,941

376,268

$ 299,271

$ 2,398

2,398

$ 18,094

47,989



Golden Gate
Utility System

Poinciana
Utility System

$ 4,220,313 $ 7,837,129
(1,869,046) (3,571,999)
2,351,267 4,265,130

415,000

114,281

(12,000)

(567,186) (480,000)
(1,432,602) (2,379,081)
(1,168,959) (10,494,517)

360,031 1,951,199
(2,291,435) (11,402,399)

61,495 333,224
61,495 333,224

121,327 (6,804,045)
4,118,127 23,208,961

$ 4,239,454 $ 16,404,916

$ 922,275 $ 1,475,973
1,335,387 1,726,520

(43,334) (211,790)
(6,924) (47,651)
76,959 1,284,237
66,904 37,841

1,428,992 2,789,157

$ 2,351,267 $ 4,265,130

$ 30,274 $ 46,693

444,247

5,926 14,634

11,753 11,450,176

Sarasota
Utility System

$ 6,853,602
(2,023,286)
(2,848,796)
1,981,520

(270,000)
(1,420,146)

(6,024,424)
50,371
(6,206,725)

(13,870,924)

350,683
350,683

(11,538,721)
12,662,951

$ 1124230

$ 455,660
1,193,519

(1,142)
8,652
329,083

(4,252)
1,525,860

$ 1,081,520

$ 26,068

9,431
837,791
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2002

$ 20,265,981

2001

$ 19,110,286

(2,543,208) (2,636,225)
(8,825,585) (8,377,197)
8,897,188 8,096,864
4,895,000 27,384,412

415,000

114,281
(4,860,000)

(47,000) (993,902)
(1,702,186) (1,601,728)
(6,370,443) (4,682,272)

111,377

(17,727,235) (9,300,129)

2,363,911 3,627,589
(6,206,725)

(29,125,397) 14,545,347

295,000 285,000
1,557,055 2,058,678
1,852,055 2,343,678

(18,376,154) 24,985,889
40,333,851 15,347,962

$ 21,957,697

$ 40,333,851

2,776,911 $ 2,409,154
4,603,292 4,453,336
(217,862) (176,987)
23,413
(50,591) (28,119)
1,727,718 1,292,100
(29,102)
(45,714) (16,802)
103,434 169,871
6,120,277 5,687,710
$ 8,897,188 $ 8,096,864
2,398 $ 2,587
121,129 113,787
444,247 452,324
32,389 23,447
837,791
11,509,918
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
SPECIAL ASSESSMENT BILLINGS AND COLLECTIONS

Golden Gate Utility System

Special
Fiscal Assessment
Year Billings
1999 $0
2000 0
2001 77,010
2002 (2) 86,170

(1) Includes prepayments. Golden Gate Special Assessment Districts 2000 A and B

Special
Assessments

Collected (1)

$0

0
75,321
82,600

were approved March 16, 2000. First billings were in FY 2001.

(2) Golden Gate Special Assessment District 2002 C was approved May 16, 2002.

First billings will be in FY 2003
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

REVENUE BOND COVERAGE

Carrollwood Utility System

Fiscal Gross Operating Net Debt Calculated Required
Year Revenues (2) Expenses (3) Revenues Service (4) Coverage Coverage
1999 (1) $ 641,222 $ 451,040 $ 190,182 $ 125,274 1.52 1.10
2000 814,108 484,496 329,612 262,375 1.26 1.10
2001 919,107 532,298 386,809 346,558 1.12 1.10
2002 (5) 841,369 570,500 270,869 329,614 0.82 1.10
Golden Gate Utility System
Fiscal Gross Operating Net Debt Calculated Required
Year Revenues (2) Expenses (3) Revenues Service (4) Coverage Coverage
1999 (1) $ 1,549,288 $ 640,053 $ 909,235 $ 456,011 1.99 1.10
2000 3,685,216 1,513,168 2,172,048 1,701,478 1.28 1.10
2001 3,795,579 1,757,676 2,037,903 1,842,217 1.11 1.10
2002 4,196,743 1,939,081 2,257,662 1,925,316 1.17 1.10

(1) Amounts shown for the period April 16, 1999 (date of inception) through September 30, 1999.
(2) Includes revenue from the sale of water and wastewater, meter tapping, service charges, and
miscellaneous operating revenues.
(3) Excludes depreciation and amortization expenses.
(4) Debt service requirements initially funded from bond proceeds (capitalized interest) not included.
(5) Excluding principal payments on retired 1999 Revenue Bonds, calculated coverage on 2002
Carrollwood System Refunding Revenue Bonds was 1.13 on the new bond issue.
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
REVENUE BOND COVERAGE

Poinciana Utility System

Fiscal Gross Operating Net Debt Calculated Required
Year Revenues (2) Expenses (3) Revenues Service (4) Coverage Coverage
1999 (1) $ 2,328,871 $ 1,135,733 $1,193,138 $ 336,087 3.55 1.10
2000 5,429,210 2,555,710 2,873,500 1,249,573 2.30 1.10
2001 6,752,319 3,492,022 3,260,297 1,890,792 1.72 1.10
2002 8,011,078 4,808,585 3,202,493 2,047,283 1.56 1.10

Sarasota Utility System

Fiscal Gross Operating Net Debt Calculated Required
Year Revenues (2) Expenses (3) Revenues Service (4) Coverage Coverage
1999 (1) $ 2,897,800 $ 2,162,489 $ 735311 $ 207,712 3.54 1.10
2000 4,625,661 3,206,669 1,418,992 623,395 2.28 1.10
2001 5,003,424 3,825,943 1,177,481 976,457 1.21 1.10
2002 (5) 4,929,888 3,280,709 1,649,179 1,261,424 1.31 1.10

(1) Amounts shown for the period April 16, 1999 (date of inception) through September 30, 1999.

(2) Includes revenue from the sale of water and wastewater, meter tapping, service charges, and
miscellaneous operating revenues.

(3) Excludes depreciation and amortization expenses.

(4) Debt service requirements initially funded from bond proceeds (capitalized interest) not included.

(5) Calculation based upon accrued revenues and expenses through date of Sarasota System sale,
August 8, 2002.
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
Carrollwood Utility System
As of September 30

Schedule of Water Customers by Class

Fiscal

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 1,069 84 44 0 2 1,199
2000 1,069 84 44 0 2 1,199
2001 1,071 83 44 0 2 1,200
2002 1,074 83 44 0 2 1,203

Schedule of Wastewater Customers by Class

Fiscal

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 1,030 51 44 0 1 1,126
2000 1,029 51 44 0 1 1,125
2001 1,029 50 44 0 1 1,124
2002 1,033 49 44 0 1 1,127
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

Golden Gate Utility System
As of September 30

Schedule of Water Customers by Class

Fiscal Public

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 2,665 253 93 0 10 3,021
2000 2,753 258 104 0 10 3,125
2001 2,841 269 105 0 10 3,225
2002 3,233 274 115 1 10 3,633

Schedule of Wastewater Customers by Class

Fiscal Public

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 1,759 188 72 0 8 2,027
2000 1,805 194 83 0 8 2,090
2001 1,848 199 83 0 8 2,138
2002 2,174 204 91 1 8 2,478
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
Poinciana Utility System
As of September 30

Schedule of Water Customers by Class

Fiscal Public

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 7,469 98 7 0 7 7,581
2000 8,546 107 7 0 12 8,672
2001 10,041 133 7 2 12 10,195
2002 11,621 152 7 2 12 11,794

Schedule of Wastewater Customers by Class

Fiscal Public

Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 6,918 74 7 0 6 7,005
2000 8,084 84 8 0 11 8,187
2001 9,496 99 8 2 11 9,616
2002 11,097 122 8 2 11 11,240
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
Sarasota Utility System
As of September 30

Schedule of Water Customers by Class

Fiscal Public
Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 4,860 544 207 9 5 5,625
2000 4,889 550 208 9 5 5,661
2001 4,905 570 210 9 5 5,699
2002(1) 0 0 0 0 0 0
Schedule of Wastewater Customers by Class
Fiscal Public
Year Residential Commercial Multi-Family Mobile Home Authority Total
1999 7,859 812 241 12 8 8,932
2000 7,880 824 241 12 8 8,965
2001 7,947 838 241 12 8 9,046
2002(1) 0 0 0 0 0 0

(1) The Sarasota System was sold to Sarasota County on August 8, 2002
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Fiscal

FLORIDA GOVERNMENTAL UTILITY AUTHORITY
WATER PRODUCTION/TREATMENT PLANT FLOWS

Carrollwood Utility System

(Millions of Gallons)

Golden Gate Utility System

Poinciana Utility System

Average % Average % Average %
Year Daily Flow Capacity Capacity Daily Flow Capacity Capacity Daily Flow Capacity Capacity
2000 0.565 1.200 47.08 1.130 1.474 76.66 3.155 3.407 92.60
2001 0.542 1.200 45.17 1.196 1.474 81.14 3.304 4.487 73.63
2002 0.500 1.200 41.67 1.287 1.474 87.31 3.626 5.577 65.02
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
WASTEWATER TREATMENT PLANT FLOWS
(Millions of Gallons)

Golden Gate Utility System Poinciana Utility System Sarasota Utility System
Fiscal Average % Average % Average %
Year Daily Flow Capacity Capacity Daily Flow Capacity Capacity Daily Flow Capacity Capacity
2000 0.770 0.950 81.05 2.023 2.400 84.29 2.642 3.160 83.61
2001 0.943 0.950 99.26 2.323 2.900 80.10 2.558 3.160 80.95
2002 1.158 0.950 121.89 2.793 3.650 76.52 2.484 3.160 78.61
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Name of Company

American International South
Insurance Co.

National Union Fire Insurance
Company of Pittsburg, PA

Zurich Insurance Co.

Lloyds of London

Coverage

Blanket Building & Contents

Business Interruption
General Liability

All Lines Aggregate
General Liability
Fire

Medical Expense
Personal Injury

Automobile

Public Officials

Commercial Umbrella

Pollution Liability

Flood
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
SCHEDULE OF INSURANCE
September 30, 2002

Amount of Coverage

$34,457,350
$2,500,000
$2,000,000
$1,000,000
$100,000
$5,000
$1,000,000

$1,000,000

$1,000,000

$8,000,000
$8,000,000

$10,000,000
$5,000,000

$4,454,110

aggregate

per occurrence
per premises
per person

per occurrence

per occurrence

aggregate

aggregate
per occurrence

aggregate
per occurrence

per occurrence
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Deloitte & Touche LLP
Certified Public Accountants
Suite 2801

One Independent Drive

Jacksonville, Florida 32202-5034 °
Deloitte

Tel: (904) 665 1400

Fax: (904) 355 9104 & To u c h e

www.deloitte.com

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED UPON THE AUDIT PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Florida Governmental Utility Authority
Tallahassee, Florida

We have audited the combined financial statements of the Florida Governmental Utility Authority (the
“Authority”) as of and for the years ended September 30, 2002, and have issued our report thereon dated January
27,2003. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Sandards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’ s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all mattersin the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the design or operation
of one or more of the internal control components does not reduce to arelatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within atimely period by employeesin the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses. However, we noted other matters involving the internal control over financial
reporting that we have reported to the management of the Florida Governmental Utility Authority on pages 38-41.

This report is intended solely for theinformation and use of the Board of Directors and management and is not
intended to be and should not be used by anyone other than these specified parties.

Jele e o Trnehn L2P

January 27, 2003

Deloitte 37
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EXHIBIT

During our audit, we noted the following internal control items that Florida Governmental Utility Authority
management should consider addressing with its service providers.

PRIOR YEAR COMMENTS

STATUS OF PRIOR YEAR RECOMMENDATIONS

During the course of our audit, we reviewed management’ s responses to recommendations presented in
connection with our audit of the financial statements for the year ended September 30, 2001 and determined
that, except for the items noted below, management has adequately addressed such recommendations.

ACCOUNTING STAFF

Observation - During the performance of the 2001 audit, we noted a number of accounting errorsin
substantialy all areas of testing.

Recommendation - The Authority should request Government Services Group, Inc. (*GSG”) to review the
accounting volume of work required to perform the services needed by the Authority and if necessary revise the
responsibilities assigned, add additional staff and /or modify the accounting policies used in recording Authority
activity.

Update for Fiscal Year 2002 - The Authority’s accounting records were not fully prepared for the audit
process. We received several versions of the trial balances during the audit, which began on November 4,
2002. Thefina trial balances for al the Utility Systems other than the Sarasota Utility System (“ Sarasota’)
were received on January 12, 2003. Thefinal trial balance for Sarasota was received on January 23, 2003.
There were material differences from the trial balances received on November 4, 2002 to the final trial balances
received.

The mgjority of the differences in accounting records were due to corrections to the recording of fixed assets.
The Authority expenses all fixed asset purchases throughout the year, and then at year-end the expenses are
reversed and the fixed assets are recorded. The fixed asset entries were not recorded at the beginning of the
audit, and then were recorded incorrectly to the retained earnings account instead of against the related expense
account. In addition, several adjustments were made as aresult of audit work related to dueto / due from
accounts, accounts receivable and customer deposits. See additional comments below.

Based on the audit for fiscal year 2002, the Authority should request GSG to review the accounting volume of
work required to perform the services needed by the Authority and if necessary revise the responsibilities
assigned, add additional staff and /or modify the accounting policies used in recording Authority activity.
Additional personnel would help to address the timeliness and completeness of the information provided during
the audit.
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RECONCILIATIONS

Observation - During our testing of revenues for each utility system, we noted that a reconciliation of payments
deposited to the Monthly Activity Reports provided by Severn Trent - Avatar Utility Services, LLC
(“STAUS’) isnot performed. The Monthly Activity Reports detail customer activity for each month.

Recommendation - The daily deposits reported by the division offices should be reconciled to the Monthly
Activity Reportsto ensure the activity to customer accounts is properly recorded and all payments are
deposited. Anaysis of the billing activity should be performed to identify unusua fluctuations.

Update for Fiscal Year 2002 - Although progress has been made in this area, the Authority’ s financial staff is
unable to completely reconcile the daily deposits reported by the STAUS division offices to the Monthly
Activity Reports provided by STAUS to ensure the activity to customer accounts is properly recorded and
all payments are deposited. Further efforts need to be focused in this area until the reconciliation of this
datais completed. Additional resources may need to be allocated to this process by the Authority.

CURRENT YEAR COMMENTS

CASH

Observation - During the testing of cash, it was noted that the reconciliations for the Carrollwood revenue
account and the Authority’ s holding account were not prepared on atimely basis. These accounts represent
two of the Authority’ s thirty-one cash accounts. Management of the Authority was not aware that these
reconciliations had not been completed until the items were requested during the audit. The reconciliations
were not completed until the end of December 2002. As part of the completion of the reconciliation process,
the due to and due from accounts were completely reconciled. The due to and due from accounts are used to
track the transactions of the various Utility Systems with the holding account, which receives all of the revenue
cash for the Utility Systems.

Recommendation - Timely reconciliations should be performed for all cash accounts. Although areview is
performed of all completed reconciliations, a checklist-type procedure should be put in place to ensure that all
accounts are reconciled each month. Thiswill help to identify and resolve errors in the accounting records
and/or the bank statements.

ACCOUNTSRECEIVABLE AND CUSTOMER DEPOSITS

Observation - During the testing of accounts receivable and customer deposits, we noted that the balancesin
these accounts did not agree to the supporting detail of the accounts provided by STAUS. In addition, the
Authority uses suspense account to record certain transactions related to accounts receivable and customer
deposits. These suspense accounts were not cleared or reconciled prior to the beginning of the audit.

Recommendation - The detail accounts receivable and customer deposit reports received from STAUS should
be reviewed and reconciled to the balance recorded in the general ledger. Any significant differences should be
researched and resolved with STAUS. All suspense accounts should be reconciled and cleared on atimely
basis.
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RETAINED EARNINGS

Observation - During the audit, it was noted that beginning retained earnings for Sarasota did not agree to the
prior year ending balance. The difference of $82,122 was due to an entry to record revenue that was posted by
the Authority on October 31, 2001 with an effective date of September 30, 2001. This entry should have been
recorded in the 2001 financial statements, but was not provided to the auditors for adjustment to the trial
balance that had aready been provided for the 2001 audit. The entry isreflected in the 2002 financia
Statements.

Recommendation - A review procedure should be established to ensure that all audit entries are posted on a
timely basis. A review of the balance in the retained earnings account will provide a quick check asto the
posting of al entries that effected income. 1If the balance does not agree to the balance reported in the CAFR,
further analysisis needed by staff to resolve the problem prior to the start of the audit. In addition, extreme
care should be taken so that no entries are posted to the general ledger once the trial balances have been
provided to the auditors for testing. A control procedure should be implemented to ensure that al staff are
aware of the timing of the audit and the cutoff of recording entries to the general ledger for the year under audit.

POLICIES AND PROCEDURES MANUAL FOR ALL DIVISIONS

Observation - During our testing of internal controls, we noted that there are no formal policies and procedures
documented for each of the divisions. Employees at the divisions are following procedures passed down from
prior ownership at individual locations. The procedures followed by the locations are not uniform for re-read
guidelines, adjustment limits, daily cash receipts, and approva procedures. This could lead to reporting
variances from the divisions to the general office, which may result in financia reporting discrepancies. The
lack of procedures for reporting cash receipts could lead to general ledger misclassifications at the general
office.

Recommendation - Formal policies and procedures should be documented and distributed to each division
addressing these issues, as well as any other issued deemed appropriate by the Authority. Procedures need to
be applied consistently across al divisions. Control testing should be performed to ensure that the divisions are
complying with the policies and procedures.

COMPUTER CONTROLS- ACCOUNTSRECEIVABLE

Observation - Within the computer system, we noted a lack of a safeguard against customers opening new
accounts if they have an outstanding receivables balance. Per discussion with STAUS employees, agents are
not supposed to open new accounts if they notice an outstanding receivable balance, but no control within the
system prevents them from doing so. Thislack of controls could lead to fraud and/or additional bad debt.

Recommendation - A control safeguard should be implemented within the accounts receivable system
preventing account openings or re-openings for any customers with an outstanding receivable balance.
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GOLDEN GATE UTILITY SYSTEM

Observation - During our testing of interna controls, we noted that the customer re-read reports were not
maintained at the Golden Gate division office. Additionally, we noted that the files for cash receipts and
adjustments were not organized in a manner that is orderly or easily accessible. Asaresult, itisvirtualy
impossible to recreate the historical trail of customer transactions. Revenue recognition could be affected if
disputes occur. In addition, the lack of organization in the files could lead to misplaced checks or adjustments,
which could affect the recording of revenue.

Recommendation - The Golden Gate division office should maintain its re-read reports for a specified period
of time, as determined by the Authority. Also, procedures should be implemented to ensure proper filing for the
documents. If storage spaceis limited, the documents could be scanned and stored using imaging software.

Observation - During our planning procedures, concern was expressed by the Authority’ s staff related to the
timeliness of cash deposits at the Golden Gate division office. The Authority’s staff has noted instances in
which aweek of deposits are taken to the bank at one time.

Recommendation - The Golden Gate division office should make daily deposits for al amounts received

related to the Authority. Thiswill ensure that amounts are recorded on atimely basis and that assets are
properly safeguarded by the bank.
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