FLORIDA GOVERNMENTAL UTILITY AUTHORITY
BUDGET OVERVIEW

The FY 2008 Budget involves significant change from the prior year's budgets. In FY 2007,
the FGUA transferred the Citrus and Poinciana Utility Systems to Citrus County and the
Tohopekaliga Water Authority, respectively. There are no longer sections pertaining to
these two utility systems in the FY 2008 budget or the FY 2008-2012 Capital Improvement
Plans. The remaining two utility systems located in Golden Gate and Lehigh Acres continue
to be budgeted in substantially the same format as prior years. The focus of the General
Fund has alsc changed. In prior years, this fund was used to budget and account for
services rendered to the Cifrus and Polk County Utility Departments. With the transfer of
the FGUA utility systems in these counties to other providers, these functions have now
also been completed. Instead the focus of the General Fund in the FY 2008 budget will be
to the delivery of operation management, development planning and capital project
management services to the proposed new FGUA member, the Town of Dundee, located
in Polk County.

The budget is an annual process that involves the Board of Directors, Systems Manager
and staff, operations and billing contractor, engineers and others. This process must first
consider anticipated revenues to be received from each of the systems so as to determine
the resources avaiiable to be budgeted. First claim on the resources will be the essential
costs necessary for the proper operation and maintenance of each system. The next
priority must be to fund those areas necessary to satisfy the requirements of the revenue
bonds issued to acquire the systems. Any remaining funds may then be utilized for the
capital improvement program and remaining needs.

The budget for each system of the FGUA is divided into two parts: the operating budget
and the capital budget. In addition, a debt service schedule is furnished to show the status
of meeting our debt service requirements. The operating budget inciudes routine operating
expenditures for each system. The capital budget is for infrastructure improvements,
system expansion to handle customer growth, renewal and replacements, service
extensions, additions, or extracrdinary repairs.

Certain decisions, especially in the capital improvement program, made during the budget
process have an impact which extends to multiple fiscal years and not only the year for
which the budget is approved. In order to demonstrate this impact, five (5) year forecasts
have been developed for each system for both the operating and capital budgets.

As indicated in the System Manager’s letter, certain Board initiatives and other issues have
an impact across all systems, as follows:

Inflation — The following two inflationary rates are utilized; 1) for the System Manager's
contract line items the rate (3.44%) is based upon the change in the U.S. Bureau of Labor
Statistics Consumer Price Index--All Urban Customers, U.S. City Average, Services, plus
known changes due to system growth; 2) for most other line items, where applicable, a
general inflationary rate of 3.00% is also utilized. In a few cases, such as insurance rates
and anticipated energy cost growth an inflation rate of 5.00% is used. The New Operations
Contracts with Severn Trent Environmental Services, Inc. has fixed prices, with only three
adjustments. First, a procedure to adjust billing fees for postage increases was included.
Second, a formula for calculating increases to the base fees if growth exceeds the
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projections included in Appendix K of each contract for ERC's and accounts was provided,
Finally, if the CPI for Services inflation rate exceeds 4.0 percent, an adjustment is
calculated.

Rate Adjustment — The FY 2008 projected operating revenues include a price index
adjustment of 2.58%, which is based upon 75% of the change in the U.S. Bureau of Labor
Statistics Consumer Price Index--All Urban Customers, U.S. City Average, Services. On
October 1, 2004, the FGUA implemented changes to its Miscellaneous Fee structure,
mainly impacting new customer connections. Other than the CPl Index adjustment
addressed above, no general rate increases are proposed for FY 2008 except in the
Golden Gate System. A four step rate increase of 1.5 percent each was approved in March
2006 for Golden Gate. The third of the four steps will be implemented October 1, 2007.
The final previously approved increase will be October 1, 2008.

Special Projects

In FY 2008, staff has identified a small number of new special projects for funding as
outlined below.

+ New Customer Expansion Analysis: $70,000
¢ Performance Audit Customer Billing: 30,000
+ Connection Incentive Program (funded in FY 2008 and

following years). 60,000

The total of these special projects for both FGUA systems is $160,000. Several special
projects approved in previous years have become part of our annually recurring operations
and maintehance program, usually at a lower annual maintenance fee. These include
Integrated Water Resource Plan Updates, Environmental Assessments, Fixed Asset &
Inventory Audit, Cross Connection Control Policy & Implementation, System Mapping
Services, and Web Page Maintenance,

The new programs address efforts to expand the customer base in the Golden Gate and
Lehigh Acres Systems. In addition we are proposing the re-introduction of customer billing
audits on an every other year basis. In FY 2008, we are proposing to conduct two studies,
one in each system, to identify the best alternatives for expanding the number of water and
wastewater customers connected to the FGUA systems. In both Golden Gate and Lehigh
Acres, we have a large number of customers located within the service areas that are using
wells and septic tanks for water and wastewater services, respectively, rather than the
public water supplies provided by the FGUA. This is undesirable from a public health and
from an environmental standpoint. In many cases, we have identified potential customers
who continue to use wells and septic tanks when water and sewer mains directly abut their
properties. In other cases, wells and septic tanks were the only solution at the time the
residences were built as public water and wastewater services were not available to the
parcels. There are now economic disincentives in place that result in a reluctance on the
part of these property owners to connect to public water supplies. These studies will isolate
and identify these costs to the property owners and develop proposed options for service
extension targeted at each of the two systems. We will look for solutions to minimize cost
impacts on the affected property owners.
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In past years we have had a special project entitied “Mandatory Connection Plan” that was
never used because of the difficulty in requiring potential customers to connect. instead, we
are proposing a special project to fund incentives to induce customers to voluntarily
connect to the water and wastewater facilifies available to them. These incentives will be
identified in the above customer expansion studies and funded in EY 2009 and later years.

The third project, entitled, Performance Audit-Customer Billing, is designed to provide a
detailed independent review of the accuracy of meter reading, verify that the FGUA
contractor is only using estimated billing for short durations in the event of a meter
malfunction, insure the meter replacement program is being implemented by the contractor
as designed to replace meters over ten years old, and to insure that the correct tariff is
being consistently applied to ail bills. Although the FGUA management staff customer
service representatives sample a small number of bills each month to insure accurate
application of the FGUA tariff, other embarrassing customer service issues relating to
accuracy of meter reading, malfunctioning meters not being timely replaced, and long term
estimating of some bills have surfaced in the last year in multiple systems. Staff proposes
to inftroduce a periodic intense top-to-bottom audit of contractor implementation of proper
meter reading, meter replacement, and billing procedures to mitigate recurrence of
embarrassing cases of inadequate customer service.

The following recurring special projects are also proposed for funding in the upcoming
operating budget.

The Environmental Assessment Updates and Integrated Water Resource Plan updates are
ongoing efforts budgeted annually, to insure that all FGUA operations are conducted in an
environmentally sound manner and to provide a resource to educate the public on sound
water management practices.

The Fixed Asset & Inventory audit will allow for the annual statutorily mandated inventory of
fixed assets. Implementation of this project will also help eliminate an audit finding in our
current CAFR.

The Cross Connection Control Program will establish procedures and provide for ongoing
implementation of a process to insure that no cross connections occur to the FGUA
drinking water supplies, for example to preclude a private irrigation well being
interconnected to the FGUA potable water supply.

The System Mapping Services would allow the establishment of a Computer Aided Design
(CAD) system in order to place all maps of system facilities and pipelines into an electronic
database for future update and management. Portions of this program have been funded in
capital projects to catch up backlogs from prior years.

Capital Improvement Program

In the FY 2003 budget, the FGUA revised its method of budgeting for capital programs. To
provide more administrative control over the appropriation, budgeting and accounting
process, all multi-year 1999 through 2002 appropriations expired for new encumbrances of
funds effective September 30, 2002. All existing encumbrances remain valid until
disbursed, but unencumbered appropriations were no longer available. Instead, available
fund balances are now appropriated on an annual basis for encumbrance only in one fiscal
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year. All unencumbered balances appropriated in the FY 2007 budget will expire
September 30, 2007. Any projects not contracted for at that time must be included in the
FY 2008 appropriation for funding in the new budget vear.

The FY 2008 budget process has involved many parties. Numerous meetings were held by
the financial, operational, and engineering staffs to propose, discuss and analyze, and
estimate the impact the capital plan will have over the next five years. In addition
preliminary plans have been discussed with representatives of FGUA member counties,
plus Collier County. The MUNIS financial software will allow us to change the project
numbering system so the appropriation year is no longer part of the project identification
number. Thus related costs for one project funded in multiple budget years can be more
easily accumulated. The results of each system’s capital program is discussed and
displayed in the section of the budget devoted to each individual system.

A summary of the funding sources for all system capital projects budgeted in FY 2008
follows a consolidated presentation of the operating budget and a new debt issuance
schedule.

Debt 1ssuance Schedule

A new schedule has been added to this section on page II-7. This schedule provides a
summary of the borrowing requirements for FY 2008. It shows the capital project totals to
be funded, the amounts of any bond refunding, and an estimate of issuance costs and
reserve requirements.
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY

Consgolidated
Five Year Qperating Forecast

[ Actual ! | Estimals Budgel | Forecast i

FY 2008 FY 2007 EY 2008 FY 2008 | FY 2010 | eveols T FYaoiz |
734850 - . - - - -
268,791 88,833 - - . - -
139,887 51,269 . - - . .
- 16,000 40,000 60,000 60,000 80,000 60,000
. 5,000 20,000 20,000 20,000 20,000 20,000
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FLORIDA GOVERNMENTAL UTILITY AUTHORITY
Consolidated
Five Year Oparating Foracast

Spechal Projocts
§49010 LRigalion Reserve - 11.700 20.000 20,600 12,609 12,897 13377
634032 RFQ for Oporalions & Billing - 8076 - - - 30.000 -
63013 Mmiograted Water Resource Manegemani Plan 76,000 - 25,000 Z5.000 25,000 26,000 26.000
§34014  Environmanlal Assessment - 4,540 15.000 15,000 15,000 16,600 15,000
§34018 Disastar Racavary Plan - . 8900 9,600 9,500 9800 9,600
£34018  Vulngrabiity Assesament . . 10,000 - . - -
§34015  Performance Augll - Customer Billing - - leX i) - 10,000 . 30,000
634020 Connuction Incentve Program - - - £0,000 £0,000 60,000 £0,000
£34018  Web Page Enhancements 3,682 4.774 5,703 10,087 10,380 10,701 11,022
24117 How Gualemes Expanslon Analysls . - 10.000 . - - .
§34025  Cross Connection Conlral Policy & Implementetion - - 20,000 8,000 000 8,000 8.0o0
534032 Wab Interface Electronlc Paymants - - 19,000 18,000 18,000 18,000 19.000
Tolel Oparating Expenses 7605231 7878887 9.208.480 8,920,878 10,784,851 11,568,149 12,386,747
NONQPERATING EXPENSED
§71001 Debl Bervice Transfer Pasity Babt 5463634 B.837.402 7050442 7,189,200 8432952 8,432,832 8,432,832
§71001  Dobl Sarvice Trencler Speciel Assasemont Deht 78,021 12,400 64,584 63,676 83,576 83,675 83,675
§65601 Ronowal and Roplecamant Tranafer 285 237 1,041,723 1,053,825 902,840 2682311 1.036.124 1,113,471
Teiat Non-Qporaling Expanses 7516,802 8,051,525 8.168.861 8,165,818 5,468,838 9,632,614 9.814.078
Total Expansss 16,123,123 $ 15,830,182 § 17465361 § 18076687 20,247,899 $ 21,100,780 322005715
Furpiua/{OeficiQ Befors Transfer from
(to} Cperating Resnive 1,637,397 1311832 §BY, 858 1,272,078 540,408 1,370,820 2,266,504
TRANSFER FROM (TOQ} OPERATING REBERVE - {1.741.368) {4,000,000) . - - -
Burplusf{Dofleit) § £,037, 107 $ mo,sul § (3906,642)] $ 1271076 3 520,806 § 1,370,820 § 2,265 504
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