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Florida Keys Aqueduct Authority
Board of Directors

Left to right
Elena Z. Herrera, Secretary/Treasurer, Rose M. Dell, David C. Ritz, J. Robert Dean,
Chairman, Mary L. Rice, Vice Chairman & James C. Reynolds Executive Director

Photographed at the J. Robert Dean Water Treatment Plant in Florida City
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System Overview

e 23.79 mgd lime softening water treaent plant

e 2 seawater desalination facilities

e MyT YAfSa 2F aitSSt g RdzO0
océ0 FiG dzLJ G2 wpn L&A

e 650 miles of distribution main at up to 45 psi

e 43 bridge crossings

e 5 transmission booster and back pump stations

e 45 mg capacity i25 storage tanks

e 14 distribution pump stations

e 4 wastewater treatment plants

e 24,000 feet of wastewater transmission force main

e 74,500 feet of vacuum and gravity collection lines

2
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Message from

Management

On behalf of the Board of Directors and staff of the Florida Keys Aqueduct
Authority, we are pleased to present the annual budget for the Authorityd s f i s c a
year ending September 30, 2009, as adopted by the Board of Directors on

August 23, 2008 as well as the related five-year financial plan and capital-
financing plan.

Jim C. Reynolds, PE The document is organized into eight sections. First is an overview of the
Executive Director Authority and the budget process, f ol | owed by a summary o
strategic plan and key factors affectingthisy ear 6 s budget . Secti

provide a summary of the overall budget, a detailed discussion of the operating and capital budgets, the

capital financing plan and the five-year financial plan. This budget will remain in effect through September 30,

2009 and may only be amended through specific action of the Board. The Author i t yds enabling
prohibits the Authority from exceeding the final budget as amended.

The Aut hater iand ywastewater operations are accounted for in an enterprise fund. The fund is
budgeted on the accrual basis of accounting. Rates for water and wastewater service are established by the
Board. Ther evenue generated by the rates is used to fund t

The Authority may issue debt for the purpose of constructingand mai nt ai ni ng the system
refunding previously issued debt by pledging the revenue of the individual systems. No legal debt limit exists.
However, revenues must be sufficient to fund operat i on s, service the debt paymen
as defined in the bond covenants.

Specific budget priorities and economic factors affecting the budget can be found in the budget summary
discussion in Section 4. Further information about the Authority can be found at our website www.fkaa.com or
may be obtained by calling our offices at (305) 296-2454.

The Authority prides itself on providing reliable water services to the residents and visitors to the Florida Keys
in the most cost effective manner while providing quality workmanship. This budget was developed to support
that mission.

Respectfully submitted,

= 4

James C. Reynolds
Executive Director


http://www.fkaa.com/
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Profile of the Authority

. An overview of the Authorit
History and Purpose

In 1937, the legislature of the state of Florida
created the Florida Keys Aqueduct Commission
(Commission), the predecessor to the Florida
Keys Aqueduct Authority (Authority). The
Commission was charged with the responsibility
of obtaining, supplying and distributing potable
water to the Florida Keys. In 1970, the Authority
was established by the state legislature to
succeed the Commission. The Authority currently
operates under Special Legislation 76-441, Laws
of Florida, as amended, (Enabling Legislation).

The Authority is the sole provider of potable water
for all of the residents of the Florida Keys, which
are geographically located in Monroe County at
the southern tip of the Florida peninsula. The
Authority also provides wastewater collection and
treatment in certain areas of the Florida Keys.
The Florida Keys are comprised of a series of
islands, approximately 130 miles in overall length,
which are connected by 43 bridges. The
Authority provides service to over 45,000
customers within Monroe County. The reporting
entity consists of the operations of the water and
wastewater utility.

The Authority is governed by a five-member
Board of Directors (Board) appointed by the
Governor of the State of Florida from districts
identical to the county commission districts in
Monroe County. Members serve four-year,
terms. The Board employs an executive director
who is the chief executive officer of the Authority.

The Aut Raoilitiest y s

The Authority has made significant improvements
to the infrastructure of the water system over the
years to accommodate increased demand. The
initial phase of the transmission line replacement
was completed in the early 1980s. The Authority
then established a long range capital
improvement master plan to address future water
needs identified in the Monroe County
Comprehensive Land Use Plan. This master plan
was updated in 2006 in conjunction with the
development of a strategic Water Supply Plan
that identifies future water supplies.

Well fields i The Authority draws its primary raw
water supply from the Biscayne Aquifer through
ten wells with screened depths of 20 to 60 feet.
The well field is adjacent to the outskirts of the
Florida Everglades and is within an
environmentally protected pine forest. The
location of the well field, along with restrictions
enforced by state and local regulatory agencies,
contribute to the unusually high quality of the raw
water, which meets all federal and state finished
drinking water standards prior to any treatment.
In order to meet permit restrictions during the
peak dry season, the Authority also withdraws
brackish water from the Floridian Aquifer to blend
with Biscayne Aquifer water. Since the relative
percentage blended is usually less than 5%, this
blending does not lessen the water quality below
standard drinking water standards.

Water treatment facility i The J. Robert
Dean/FKAA Water Treatment Facility, which
replaced the original water treatment plant
constructed by the U.S. Navy in the early 1940s,
is located in Florida City, Florida and was
completed in 1989. The facility has an ultimate

J. Robert Dean WTP RO Expansion

design production capacity of 23.79 million
gallons per day (mgd). The water treatment
process consists primarily of lime softening,
filtration, disinfection and fluoridation. In addition
to water treatment, the facility has water storage
tanks, high service pumping equipment,
emergency diesel generators, a communications
center for the transmission telemetry monitoring
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and operating system, and a state-certified water
quality testing laboratory.

Transmission and distribution systems i The
Authority maintains approximately 187 miles of
transmission main and approximately 650 miles
of distribution lines. The transmission main
ranges in size from 36 inches leaving the water
treatment plant in Florida City to 18 inches at the
end of the line in Key West and in areas with
redundant lines. The Authority operates
transmission pump stations at the water treatment
plant in Florida City, Long Key in the upper keys,
Marathon in the middle keys, Ramrod Key in the
lower keys, and a back-pump station in Key West.
A sixth transmission pump station is expected to
be operational in Key Largo during this budget
year. These pump stations boost the water
pressure to meet water demands throughout the
service area and can also back pump in the event
of a line break. The stations have pumps with
electric variable speed drives as well as diesel
engine drives for emergencies. The Authority
also operates fourteen distribution pump stations
located throughout the service area to maintain
water pressure in the distribution system.

Reverse osmosis facilities T The Kermit H.
Lewin Reverse Osmosis Facility, which had been
in stand-by mode since 1988, was rehabilitated in
2000. This rehabilitation project brought the
facility back on line with production capacity
reduced from 3 mgd to 2 mgd. The excess
equipment was installed in Marathon, providing 1
mgd of capacity to the middle keys. These
facilities were constructed primarily  for
emergency operations in the event of a major
transmission main break.

Wastewater treatment plants 7 The Authority
operates a .16 mgd wastewater treatment plant in
the Little Venice area of Marathon, Florida, a .054
mgd plant in Bay Point, a .19 mgd plant in Duck
Key and a .066 mgd plant in Layton, Florida.

Wastewater transmission and collection
systems i The Authority has approximately
50,300 feet of vacuum collection mains installed
and operating in the Little Venice and Bay Point
wastewater systems, and approximately 24,200
feet of gravity lines throughout its wastewater
systems. There are also 24,000 feet of
transmission force mains that carry the effluent

from the collection systems to the wastewater
treatment plants.

Reclaimed water systems i The Authority is
operating a reclaimed water system at its
wastewater treatment plant in Duck Key. The
current system services residents and resort
facilities in the Hawk
system is being expanded to serve the rest of
Duck Key. The Authority has also installed

reclaimed water lines in Big Coppitt Key in
anticipation of the start up of a wastewater plant
there in 2009.

J. Robert Dean Water Treatment Plant, Florida Cit]

The Aut Opentonsy s

The Authority serves about 45,000 water
customers in a service area that includes all of
the Florida Keys. Due to the geography of the
Florida Keys, operations and maintenance crews
and facilities must be located throughout the
service area. In addition to operating the water
system, these crews respond to line breaks and
other service interruptions, perform scheduled
preventive maintenance and leak surveys, and
maintain facilities and structures.

The Aut horityods ser vi

services includes all areas in unincorporated
Monroe County with the exception of Ocean Reef,
the Key Largo Wastewater Treatment District
(Tavernier, Key Largo and Cross Key), and the
area of Stock Island served by Key West Resort
Utilities. The Authority also serves the City of
Layton and the Little Venice area within the City
of Marathon. The Authority currently serves
approximately 1,600 customers in Little Venice,
Bay Point, Layton, Conch Key and Duck Key.

ce
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Construction of a wastewater plant and collection
system in Big Coppitt Key is expected to be
completed in 2009.

Water quality assurance i The water quality
staff is responsible for water quality assurance for
t he Aut horityods water

reauthorization of the Safe Drinking Water Act
was approved in response to improvements to the
regulatory process for the protection of public
health based on sound science. This law
regulates the drinking water quality standard
setting process, operator certification, monitoring
requirements, consumer confidence reports and
source water protection. The Authority strives to
ensure that the Florida Keys water supply meets
the highest quality standards possible for safety,

Pump Center Control, Florida City

aesthetics and taste. The Authority employs staff
that is certified in the treatment, testing,
monitoring and distribution of the water supply.
Water is tested regularly, both prior to and after
treatment, to ensure that it complies with or
surpasses all federal and state water quality
requirements. An annual consumer confidence
report is provided to Authority customers by July
1% of each year.

Protection of the groundwater source from
potential pollution is a very important water quality
issue. The Authority has entered into an ongoing
agreement with the Dade County Department of
Environmental Resource Management (DERM) to
regulate and manage issues relating to the
protection of t he
monitors ground and surface water to establish
water quality trends, enforces laws against illegal
discharges, protects important aquifer recharge

Aut hor i

areas, and regulates underground storage tanks,
liquid waste haulers and other hazardous waste.

The Authority monitors, on a monthly basis, a
network of wells and structures for salt water
intrusion. This network includes seven Authority

s y awklls, six United States Gedl&gial Survely wells,

and four SFWMD canal sites in the Florida
Everglades. These seventeen sites provide
valuable information on the location, movement
and velocity of the saline/fresh water interface.

The Authority uses chloramines as its primary
disinfecting agent. Chloramines, though not as
strong as free chlorine, remain more stable and
do not produce potentially harmful by-products.
Annually, however, the Authority introduces free
chlorine into the system as a stronger disinfectant
for a limited time to cleanse the system of any
potential bacteriological growth. The Authority
performs bacteriological testing on samples taken
from approximately 90 sample sites throughout
the system to ensure that appropriate disinfection
is taking place.

Well Head, Florida City

In the state of Florida, water utilities are required
to establish an ongoing cross-connection control
program to detect and prevent cross-connections
that may create a potential health hazard. A
cross-connection is any physical connection
between the water supply and any private piping
arrangement that contains a foreign liquid or
subsearce. wle Iprevent potgntial backflovp from M
such an arrangement, the Authority must either
discontinue water service until the cross-
connection is eliminated or require installation of
an approved backflow prevention device.
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Awards

Distinguished Budget Presentation Award i
The Government Finance Officers Association of
the United States and Canada (GFOA) awarded
The Distinguished Budget Presentation Award for
Excellence in Budget Presentation for the fiscal
year beginning October 1, 2007. This was the
first year that the Authority has achieved this
prestigious award.

The award represents a significant achievement
by The Authority. It reflects the commitment of
The Authorityés staff t
of governmental budgeting. In order to receive
the budget award The Authority had to satisfy
nationally recognized guidelines for effective
budget presentation. A Distinguished Budget
Presentation Award is valid for a period of one
year only. We believe that our current budget
and financial plan for the fiscal year ending
September 2009 continues to meet the
Di stinguished Budget
requirements and we are submitting it to the
GFOA to determine its eligibility for another
award.

(0]

Winner, Florida Rural Water Association 2007
Water Taste Test i The Authority won the
prestigious Florida Rural Water Association 2007
Taste Test for best drinking water in the state of
Florida by submitting water produced at its
seawater desalination plant on Stock Island. The
Authority competed against 31 utilities from
throughout the state to earn the top taste honor.
The Aut hor dwihnng watearepaesedted
Florida at the national competition in Washington
DC.
meet t

he highest
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Important Mi | est ones | nHistdiye Aut hor i

1937
State of Florida creates the Florida Keys Aqueduct Commission, the only water utility in Florida that reports
directly to the governordés office.

1941
First water supply system is completed by U.S. Navy and the Commission; shortly after, a water treatment
plant is built at Florida City having an original capacity of 2.4 mgd.

Mid 40s-60s

Water transmission and distribution systems are upgraded to meet rising demand, the Florida City WTP is
expanded, booster pumping stations are strategically built along the Keys to boost water pressures, and
storage tanks are built. By 1962, water system capacity is 6.5 mgd.

Cross Key Pumping Station and Diesel Engines 1960

1966
A flash desalination facility is constructed to supplement water supply and pressure in Key West due to
increased water demands that exceeded the pipeline capacity.

1974
State of Florida amends enabling legislation changing Florida Keys Aqueduct Commission to Florida Keys
Aqueduct Authority.

1976
U.S. Navy sells the water system to the Authority for $2.1 million. The Authority board becomes elected
rather than appointed by the Governor.

1979

A three mgd reverse osmosis plant is built on Stock Island replacing the flash desalination facility in order to
supplement water supply and pressure in Key West until the new, larger-diameter pipeline from Florida City
becomes operational.
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The Governor and State Legislature removes the elected Board and re-establishes the Governor-appointed
Board. The Authority is placed under interim management of South Florida Water Management District until
1982.

1982
New larger-diameter pipeline from Florida City to Key West is completed, financed through a loan from the
Farmers Home Administration

1989
J. Robert Dean Water Treatment Plant replaces original Navy plant in Florida City, having a design capacity
of 22 mgd.

1992

On August 24, Hurricane Andrew, one of the worst storms of the century, slams into the J. Robert Dean
Water Treatment Plant causing a considerable amount of damage. The rebuilding of the plant begins
immediately after the hurricane passes. Despite the damage, the plant continues to provide disinfected
potable water to the Florida Keys by operating on emergency back-up generation for 21 days.

1997
Reverse osmosis plant on Stock Island is renovated and re-named for Kermit H. Lewin, a long-time Board
me mber . T bapacity Is splitt bétween Stock Island (2 mgd) and Marathon (1 mgd) to provide

potable water during emergencies

1998

Hurricane Georges causes extensive damage to the water distribution and transmission systems, nearly
causing the transmission line to fail near Spanish Harbor. However, repairs were quickly made and water
service was not interrupted.

2001
The J. Robert Dean Water Treatment Plant is upgraded and expanded to provide more treatment and
storage capacity.

2005

Key West is impacted by four named hurricanes, culminating in October 2005
with Hurricane Wilma which caused extensive flooding throughout the Keys.
The damages to the Authority from Wilma were substantial, yet water service
was not interrupted.

2007
The historic distribution pump station in Key West is renovated and renamed for John M. Koenig, Sr., long-
time board member and past Chairman.

2008

The David C. Ritz Booster Pumping Station at Key Largo was placed into service to assure adequate water
pressures are maintained in the transmission pipeline for the delivery of water to the Florida Keys. At the J.
Robert Dean Water Treatment Plant, construction of a new reverse osmosis plant was started to
supplement the Keys water supply. This reverse osmosis plant will draw brackish water from the Floridan
Aquifer and treat it to drinking water standards to serve the residents of Monroe County.
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Indoor

1. Aerate your faucets! Normal faucet flow is three to five gallons of water per
minute. Attaching a faucet aerator reduces the flow by 50 percent. Though
the flow is reduced, it will seem stronger.

2. Turn off the water when you brush your teeth. You can save about 3 gallons
of water a day

3. Set the water | evel in the washing r
save both water and energy.

4. Shorten your showers by one or two minutes and save up to 5 gallons of
water.

5. When washing dishes by hand, donodot |
sink with wash water and the other with rinse water.

6. Use the garbage disposal sparingly. Compost instead and save gallons every
time.

7. Install low-volume toilets.

8. Putfood coloring in your toilet tank. If it seeps into the toilet bowl, you have a

| eak. ltéds easy to fix, and you car
9. Soak your pots and pans instead of letting the water run while you scrape
them clean.

10. Teach your children to turn the faucets off tightly after each use.

Outdoor

1. Water lawns during the early morning hours when
temperatures and wind speed are the lowest. This reduces
losses from evaporation.

2. Save 40 gallons a day by installing a smart sprinkler
controller.

3. Mulch! Save hundreds of gallons a year by using organic
mulch around plants to reduce evaporation.

4. Use a broom instead of a hose to clean driveways and
sidewal ks. Youodl | save 150

5. Raise the lawnmower blade to at least 3 inches. A lawn cut
higher encourages grass roots to grow deeper, shades the
root system and holds soil moisture better than a closely-
clipped lawn.

6. Check hoses, connectors and spigots regularly.

7. Use hose washers between spigots and water hoses to
eliminate leaks.

8 Position sprinklers so they
sidewalks.

9. Avoid installing decorative fountains, which lose water
through evaporation.

10. Choose drought resistant plants when landscaping.

10
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FLORIDA KEYS AQUEDUCT AUTHORITY
CHART OF ORGANIZATION

BOARD OF DIRECTORS

EXECUTIVE DIRECTOR

DEPUTY EXECUTIVE
DIRECTOR

NTERNAL/ICOMFLIANCE GENERAL COUNSEL
AUDITOR

ADMINISTRATION

INF ORMATION
AND TECHNOLOGY

ENGINEERING

EXECUTIVE CUSTOMER | FINANCE | DESIGN LOWER KEYS
OFFICE SERVICE | WATER
| OPERATIONS
HUMAN \
| RESOURCES AND FIELD BRLNG | consTRUCTION MIDDLE KEYS
RISK SERVICE MANAGEMENT WATER
MANAGEMENT | OPERATIONS
. .
PUBLC PURCHASING | | waTER UPPER KEYS
INFORMATION & BIVENTORY | auaury WATER
‘ . OPERATIONS
J
RECORDS | | EMVIRONMENTAL | WASTEWATER
MANAGEMENT SERVICE TREATMENT
1 AND COLLECTION
PRODUCTION
AND
| TRANSMISSION

Total Approved Positions 269
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Budget Process

The Authority begins the budgeting process in February of each year by updating its strategic initiatives and
identifying those specific goals to be accomplished during the upcoming budget year. Based on those
initiatives, each department then prepares a preliminary summary of significant budget items and changes
from the previous year, including staffing changes, major capital purchases, technology needs, capital
projects and changes in debt service requirements. These summaries are reviewed with the bo a r Hudlget
committee in a public workshop or board meeting to get preliminary feedback from the Board on the final
development of the budget.

Acting on the input from the Board, staff then prepares a detailed draft budget for each cost center within the
Authority. This draft budget is then reviewed by the budget committee or the entire board in three public
meetings, each of which will provide an opportunity for input from the public. The budget committee may
schedule additional meetings during this process as necessary. A draft budget must be advertisement in
newspapers of general circulation in the Florida Keys no later than August 1*accor di ng to the
enabling legislation. At a public board meeting prior to August 31, after all comments have been received

from members of the public and the board, the board must adopt a final budget.

Compliance with the budget is monitored on a continuing basis. Monthly budget reports are prepared and
distributed to the members of the bo ar d , the Authorityés staff antheot he
total budget may not be changed during the fiscal year without specific action by the board to do so. Any

line item transfers must be approved by the Executive Director.

The Authorityds budget is designed to fund operation

budget is one that provides current year sources that, along with past years éeserves, are sufficient to fund
the current wesards expenditu

Budget Calendar

Jan| Feb| Mar | Apr [ May| Jun| Jul | Aug| Sep| Oct | Nov | Dec

Strategic Planning Process

Citizen input (informal)

Staff input (informal

Staff development of objectives

Capital Improvements Program

Department review and preparation
Administrator review

Budget Process

Budget kickoff

Administration budget worksheet update
Distribute budget worksheets

Develop projected budget for current fiscal year
Estimate salaries, insurance & other benefits
Department budget final draft

Administrator review

Budget committee workshops

Public hearings

Budget advertised

Budget adopton

12
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Budget Presentation

The budget summary is presented as budgeted sources and uses so that the reader can see all aspects of

the budget in one place. Although the budget is prepared on the accrual basis, sources and uses are
approximations of cash sources and uses. The budget summary shows the budgeted excess or shortfall of

sources over uses that are available for reserves and the estimated ending reserve position. This reserve

position differs from ending net assets (which are presented in the five year financial plan). Ending net

assets are essentially the Authorityds net equity (a
the budget but has an effect on net assets, ending net assets are noted as shown prior to depreciation.

Budgeted expenditures are characterized as either operating expenses, capital expenditures or debt

service. Capital expenditures are those expenditures for assets costing over $1,500 and having a useful life

of at least three years. Routine capital expenditures are assets purchased as a part of ongoing operations.
Non-routine capital expenditures are referred to as capital improvement projects and are defined in the 20-

year capital improvement master plan. Debt service includes the payment of principal and interest on
outstanding debt issues which, in the Authorityods ca

13
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Financial Policies that Impact the Budget

Performance Measurement Policies
The Authority will update its strategic plan that identifies the strategic initiatives each year as part of the
budget process.

Annually, each department will develop departmental performance measures that support successful results
in achieving its strategic initiatives. Goals should be related to core services of the department and should
reflect customer needs. The measures should be a mix of different types, including effectiveness,
efficiency, demand and workload.

Performance measures will be used as a basis for preparing t he Aut horityds budget.
should be directly or indirectly linked to accompli st
initiatives.

Planning

The Authority will prepare and maintain an ongoing five-year financial plan. The plan will include projections
of existing revenues and expenses as well as operating costs and revenues of future capital improvements
included in the capital budget.

Interim Financial Reporting

The Authority will prepare and distribute interim budget reports comparing actual versus budgeted revenue
and expense activity. The Authority will establish and maintain accounting practices that can relate budget
amounts to actual results.

Capital Improvement Policies
The Authority will develop and maintain a multi-year plan for capital improvements. The Authority will enact
an annual capital budget based on the multi-year capital improvement plan.

The Authority will develop the capital improvement budget along with the operating budget. Future
operating costs associated with new capital improvements will be projected and included in operating
budget forecasts.

The Authority wild/ mai ntain al/l its assets at a | evel
to minimize future maintenance and replacement costs.

The Authority will identify the estimated costs and potential funding sources for each capital project proposal
before it is submitted to the Authority Board for approval.

The Authority will determine the most favorable financing method for all new projects.
Debt Management Policies
The Authority will continually review its outstanding debt for the purpose of determining if and when the

financial marketplace will afford the Authority the opportunity to lessen its debt service costs.

The Authority will confine long-term borrowing to capital improvements or projects that cannot be financed
from current revenues.

When the Authority finances capital projects by issuing bonds, it will pay back the bonds within a period not
to exceed the estimated useful life of the project. The Authority will strive to have the final maturity of
revenue bonds at, or below, thirty years.

The Authority will not use long-term debt for current operations.

14
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Financial Policies that Impact the Budget (Continued)

The Authority will maintain good communications with bond rating agencies regarding its financial condition.

The Authority will follow a policy of full disclosure on every financial report and borrowing prospectus.

Revenue Policies
The Authority will try to maintain a diversified and stable revenue system to shelter it from unforeseeable
short-run fluctuations in any revenue source.

The Authority will estimate its annual revenues by an objective, analytical process, wherever practical. Each
existing and potential revenue source will be re-examined annually.

Each year, the Authority will evaluate the full costs of activities supported by user fees to identify the impact
of inflation and other cost increases.

The Authority will automatically revise user fees, at least annually, to adjust for the effects of inflation.

Investment Policies

The Authority will adhere to the investment policies as adopted by its Board of Directors. These policies
apply to the investment of short-term operating funds of the Authority in excess of those funds required to
meet current expenditures. These policies do not apply to longer-term funds and proceeds from bond
issues. Topics included in the investment policies are quite detailed and include information on:

Investment Objectives

Safety

Liquidity

Yield

Prudence and Ethical Standards

Authorized Investments

Risk and Diversification

Authorized Investment Institution and Dealers
Internal Controls

Reporting

Working Capital
The Authority will strive to maintain operating reserves in an amount greater than or equal to three months
of operating expenses.

The Authority will strive to maintain a reserve of at least $1,000,000 for working capital in the event of a
natural disaster or operating emergency.

Surplus Policies

It is the intent of the Authority to use all surpluses generated to accomplish these goals:
e Meeting reserve policies

Avoidance of future debt

Capital replacement

Retirement or refinancing of existing debt

Cash payments for capital improvement program projects

15
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Vision

The Florida Keys Aqueduct Authority is a nationally renowned utility with outstanding customer service;
dedicated professional and highly skilled employees; is committed to protection of the unique and sensitive
Keys environment, and for delivering the highest quality water services in the most cost effective manner.

Mission

The Florida Keys Aqueduct Authority provides reliable water services to the residents and visitors of the
Florida Keys in the most cost effective manner while providing quality workmanship. We continuously strive
to deliver an outstanding product, maintain excellent customer service, and protect the environment.

Values

To achieve our mission, the Authority is committed to the following values:

A Customer satisfaction

Excellent water quality

Community involvement

Strong working relationships with municipal, county, state and federal government agencies
Employee development, communication and career growth

Well maintained, reliable and secure systems

Financial stability

Cost effective services

Protection of environmental resources

D> D> D> D> D

Guiding Principles
In providing the highest quality water services to our customers, we follow these guiding principles in our
daily operations:

Customer focused: We anticipate and respond to the needs and interests of our customers, visitors to the
Keys, and local governments.

Efficient: We work in an efficient and cost-effective manner, applying innovation that provides the best
value for our customers with the lowest impact on our environment.

Performance-Based: We retain a highly skilled and well trained workforce to achieve excellent results,
measured against best industry practices.

Cooperative: We work as partners, using the strengths, skills, and knowledge of all team members,
including other local, regional and national stakeholders, and continue to serve as community leaders.

Employee-Oriented: We value the input and contributions of our employees, empowering them with
training and technology necessary to be highly effective

Safe: We believe no job is so important and no service so urgent that we cannot take time to perform our
work safely.

Environmental Stewards: We recognize our responsibilities and act as stewards of important natural
resources.

Integrity: We will provide services to the best of our ability in an honest and fair manner.

17
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Strategic Goals, Initiatives and Implementation Strategies

Our strategic goals define what we s dleek reflea theaunique mp | i
challenges that FKAA faces as the sole water service provider and the evolving provider of wastewater
services for the Florida Keys. These goals simultaneously address infrastructure needs, opportunities to
enhance customer services, and responsibilities for stewardship of our environmental resources. Our
strategic goals are as follows:

Capital Improvements Plan (CIP)

Customer Service and Community Presence
Quality Staff

Safe, secure and reliable system

Efficiency, Optimization and Sustainability
Future Water Supplies

mTmoow>

Our approach to accomplishing these goals is framed by the institutional and legal position as a Special
District of the State of Florida. We have assessed these conditions and developed our strategic plan based
on the following strategic initiatives that will allow us to meet our goals.
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Other Planning Processes and Their Impact on the Budget

Type of Planning
Process

Description of
Process

Budget Impacts

Strategic Planning

Long range (3 to 10 years)
with objectives established
for budget year

Strategic goals, initiatives and
implementation strategies are
reviewed with the Board as part
of the budget process and
updated accordingly

Provides direction for allocation of
resources to meet predetermined
strategic goals and objectives.

Financial
Forecasting

Five year operating plan to

facilitate financial planning.

Finance staff works with all
departments to determine key
forecast assumptions to project
major revenue sources and
expenditures

Provides for budget stability, planning
and direction for future resource
allocation decision making

20-Year Capital

Twenty year plan includes
project listing by plan year

Staff evaluates capital needs on
an ongoing basis and adjusts
the plan as needed

Provides for predicable funding level
from year to year to allow adequate
planning for debt service requirements

Improvement and operating costs of new facilities and
Master Plan infrastructure improvements
Multi-year plan to replace Initiatives and technology gaps Allows for the funding of software and
certain software identified in the Master Plan equipment replacements, maintenance,
applications and computer have been prioritized by year help desk support and network
. equipment based on needs assessment infrastructure replacement annually at
Information with adjustments made as established levels. Replacement
Technology Master necessary decisions are determined considering
Plan changing software technology,

economic issues, maintenance costs
and downtime

19




Florida Keys Aqueduct Authority | Budget 2009

this page intentionally left blank

20



Florida Keys Aqueduct Authority | Budget 2009

Economic Factors and Demographics

The information presented in the budget is best understood when it is considered from the broader
perspective of the specific environment within which the Authority operates.

Local economy and demand trends

The primary industries in the Authorityds service are
operations and commercial fishing. Many residents are in the service area for only part of the year. The
permanent year-round population of Monroe County is approximately 83,000 residents. The average
functional population, defined as the sum of the permanent population and the peak seasonal population, is
estimated by the Monroe County Growth Management Division to be approximately 155,000. As this
difference implies, the Authority experiences monthly fluctuations in water consumption and wastewater

flows depending on seasonal demands.

Service Area (Monroe County) Statistics, Demographics and Rainfall Data

Estimated Population by Year

July 2007 73,223
July 2006 74,737
July 2005 75,981
July 2004 77,787
July 2003 78,793
July 2002 78,897
July 2001 79,048
July 2000 79,451
source: U.S. Cencus Bureau

Population by Gender and Age
Total Male Female

Total Population 2006 74,737 39,793 34,944
Age

under 5 years 5.3% 5.2%
5to 19 years 12.7% 13.29
20 to 39 years 21.4% 19.99
40 to 59 years 35.2% 39.29
60 and over 25.4% 22.59
source: U.S. Cencus Bureau
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Economic Factors and Demographics (Continued)

Population by Race

Total
Total Population 2006 74,737
White 66,125
Black or African American 4,207
American Indian/Alaska Native 337
Asian 848
Native Hawiian/Pacific Islander 206
Some other race 2,415
Two or more races 599
Hispanic or Latino (of any race) 13,539

source: U.S. Cencus Bureau

Social, Economic and Housing Characteristics

Median age (years) 46.2
Average household size 2.24
Average family size 3
In labor force (16 years or older) 39,157
Mean travel time to work in minutes 17
Median household income $ 52,069
Per capita income $ 36,564

Total housing units 53,398

source: U.S. Cencus Bureau

Registered Voters
Affiliation Monroe County Key Weg
Democrat 16,663 6,408
Republican 17,594 3,343
Other 11,908 3,757
Totals 46,165 13,508
source: www.keys elections.org/Key West Chamber of Commerce
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Economic Factors and Demographics (Continued)

Annual Rainfall-Last 10 Fiscal Years in Inches
Key West Internationa Miami International

Airport Airport

2007 36.54 59.27
2006 39.19 66.97
2005 48.04 65.42
2004 32.00 60.00
2003 39.40 68.01
2002 47.17 70.31
2001 41.87 79.72
2000 39.85 53.88
1999 42.92 59.76
1998 26.80 66.62
source: National Weather Service & Southeast Regional Climate Control

Temperature averages
Coolest month January Average high temperature 70.1 degrees|
Warmest month August Average high temperature 90.8 degrees
Rainiest month June Average rainfall amount 6.42 inches
Driest month January Average rainfall amount 0.40 inches
source: Florida Statistical Abstract 2004

Water availability and sales

The Authority is permitted by the South Florida Water Management District (SFWMD) to withdraw its supply

of water from the Biscayne Aquifer at the Authoritydé¢
permit was approved for a twenty year term in 2008, allowing the Authority to withdraw an annual daily

average of 17.79 mgd from the Biscayne Aquifer. However, the permit limits the average daily allocation to

17 mgd during the dry season (December 1 through April 30). The permit also allows for the Authority to
withdraw up to 8 mgd from the brackish Floridian Aquifer for treatment through reverse osmosis and for

blending during the dry season. This withdrawal should support an additional 6 mgd of treated water

supply.

Due to severe drought conditions that occur in South Florida from time to time, mandatory water use
restrictions are sometimes imposed by SFWMD. Phase | Restrictions imposed during fiscal year 2001
resulted in reduced revenues of almost 6%. Phase Il restrictions imposed in 2007 resulted in even greater
reductions, with consumption dropping over 8% compared with 2006. Consumption in 2008 shows a
continued decline. The possibility that restrictions could be put into place is considered each year as part of
the budget process.
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Economic Factors and Demographics (Continued)

The U. S. Navy remains the Authorityds | argest water
Key West remains strong due in part to the large amount of unrestricted air space available for pilot training.

Hotels, resorts and governmentma ke up the majority of the Authority(
has slipped somewhat since the 2004 and 2005 hurricane seasons, when the Keys were affected by eight

named storms. Several hotels are currently undergoing redevelopment as condominiums and time share

units. These factors could negatively impact water sales.

Workforce issues

The Authorityédés |l inear geography requires sufficient
needs. This makes staff levels and staffing costs higher than in a centrally located system. Area managers
and offices are maintained in three areas of the Key:

(southern end of the system) and its water treatment plant in Florida City (northern end of the system).

Surging cost of living increases in recent years have made it more and more difficult to recruit and retain
staff. Housing costs in the Keys are some of the highest in the country. Therefore, wage increases must be
carefully considered each year in order to assure a sufficient workforce.

10 Largest CustomeYysar Ended September 30, 2007 (in thousands)

Total Gallons ~ Total % of
Consumed Water Water

(000) Revenues Revenues
1. U.S. Navy 296,175,200% 885,029 2.3%
2. Monroe County Board of County Commissioners 51,049,200 % 423,909 1.1%
3. Cheeca Holdings LLC 45,395,000 $ 400,807 1.1%
4. Ocean Reef Club Inc. 43,982,900 % 351,105 0.9%
5. Board of Public Instruction 36,157,300 % 267,209 0.7%
6. City of Key West 24,367,500% 91,108 0.2%
7. Angler's Club Inc 23,643,800 % 204,747 0.5%
8. Sheraton Suites KW 21,672,700% 187,926 0.5%
9. Heartland Hotel Corp. 19,969,600 $ 159,502 0.4%
10. Hawks Cay Investors 19,471,700 $ 162,715 0.4%
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