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Fl orida Keys Aqueduct Authority
Board of Directors

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

J. Robert Dean Water Treatment Plant in Florida City February 22, 2007
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Message from

Management

Jim C. Reynolds, PE Kerry G. Shelby, CPA
Executive Director Deputy Executive
Director

On behalf of the Board of Directors and staff of the Florida Keys Aqueduct Authority, we are pleased to
presentt he annual operating and capital budgets for the A
adopted by the Board of Directors on August 23, 2007 as well as the related five-year financial plan and
capital-financing plan.

The document is organized into eight sections. First is an overview of the Authority and the budget process

foll owed by a summary of &nd&eWnufhotbtgdoafséséecatagi ¢ hpl
Sections 4 through 8 provide a summary of the overall budgets, 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, 2008 and may only be amended through specific action of the Board. The Author i t y 6 s
enabling legislation 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
Boar d. The revenue generated by the rates is used to

The Authority may issue debt for the purpose of constructingand mai nt ai ning 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 operations, service the debt paymentsand pr ovi de a i
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.

Respectfully submitted,
=L 4 v

James C. Reynolds Kerry G. Shelby
Executive Director Deputy Executive Director


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

History and Purpose

In 1937, the legislature of the state of Florida
created the Florida Keys Agueduct Commission
(Commission), the predecessor to the Florida
Keys Aqueduct Authority (Authority). The
Commission was charged with the responsibility
of working with the U.S. Navy to obtain, supply
and distribute potable water to the Florida Keys.
In 1974, 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 is also the provider of 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 interconnected by 43
bridges. The Authority provides service to over
45,000 water customers and over 1,600
wastewater customers within Monroe County.

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

The Aut Ragilitiest 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 in Monroe County. This master plan was
updated in 2006 in conjunction with the
development of a strategic Water Supply Plan.

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 7 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 Water Treatment Plant

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

Anoverviewofthe Aut hor i tyds f aci | japRdjopetating gystamgapd a state-certified water

quality testing laboratory.
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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. 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 1 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.

Key Largo pump station tie-in February 6, 2007

The Aut Openmtiotsy 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 horityds servi
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,
Construction of a wastewater plant and collection
system in Big Coppitt Key is expected to be
completed in 2009.

ce

Conch
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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,

sys

Florida City Water Treatment Plant Laboratory

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 the Authori

monitors ground and surface water to establish
water quality trends, enforces laws against illegal
discharges, protects important aquifer recharge
areas, and regulates underground storage tanks,
liquid waste haulers and other hazardous waste.

Lime sludge drying bed

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

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
substance. To prevent potential backflow from
such an arrangement, the Authority must either
tliscantinue wwatelt sefvicee lutil the Dr&sRM
connection is eliminated or require the
installation of an approved backflow prevention
device.
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Important Mi | est ones | nHistdiye Aut hor |

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 Florida City Water
Treatment Plant is built, with an original capacity of 2.4 mgd.

Key West Naval Station Water Supply Systdtomestead Florida August 7, 1941.

Dresser coupling middle rings, Brushing off whitewash
followers & bolts in kegs

Mid 40s-60s

Water transmission/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.

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 remove 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 $63 million
loan from the Farmers Home Administration

1989
J. Robert Dean Water Treatment Plant replaces original Navy plant in Florida City, having a design capacity
is 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 . Tdamacitpi$ split hetdveen Stock Island (2mgd) and Marathon (1mgd) 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 with 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.

John M. Koenig, Sr. Distribution
Pump Station
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Frequently Asked Questions about the Keys6Drinking
Water

What activity in my house uses the most water?

Toilet flushing is by far the largest single use of water in a home. Most toilets use from 4 to 6 gallons (15 to
23 liters) of water for each flush. On the average, a dishwasher uses about 50 percent less water than the
amount used when you wash and rinse dishes by hand if the dishes are not pre-rinsed and if only full loads
are washed in the dishwasher.

Toilet flushingd 40%

Bath and showerd 32%
Laundryd 14%
Dishwashingd 6%
Cooking and drinkingd 5%
Bathroom sinkd 3%

Without counting lawn watering, typical percentages of _. water use for a family of four are:

In the United States, the National Energy Act of 1992 requires low-volume toilets in new construction or as
replacement in existing homes after January 1, 1994. Businesses were to have complied by 1997. Ultra-
low-flow (UFL) toilets are available that use only 1.5 to 1.6 gallons (6 liters) for each flush. Sometimes when
water conservation is practiced throughout a community, water rates must be increased to provide the
money needed by the water utility.

Many areas near the ocean do not have large supplies of fresh water. Whycanét ocean
water be treated to make drinking water?

Ocean water can be treated, but the process is expensive. On the other hand, so is the economic cost of

'8 not having enough water. The cost of converting salt water to drinking water has

been estimated at $3 to $4 for each 1,000 gallons instead of the $.70 to $ .75
for each 1,000 gallons currently being produced from the Biscayne Aquifer.

Ocean water contains so much salt that at least 99.2 percent of the salt would

w have to be removed to avoid a salty taste in drinking water.

Is Key West a major water restocking port for cruise ships?

No. Key West is not a major water restocking port for cruise ships. Typically Key West
is not the first or last stop in the cruise ship route; therefore, water is purchased in other
cities where it is usually less expensive. Last year the cruise ships purchased a total of
279,000 gallons total while the average customer purchased 50,000 gallons.

When | 6m working in the yard | 06m t enogd é&dhist o t ake
safe?

No. A standard vinyl garden hose has substances in it to keep the hose flexible. These chemicals, which
get into the water as it goes through the hose, are not good for you. They are not good for animals or pets
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Frequently Asked Questions about the Keys6Drinking
Water (Continued)

either so filling drinking containers for them out of a garden hose is not a good idea unless the water is
allowed to run a while to flush the hose before using the water.

However, one type of hose onthe mar ket is madeawedhphaid
that is approved by the US Food and Drug Administration and will not
contaminate the water. Campers with recreational vehicles should use this type

of hose when hooking up to a drinking water tap at a campsite. Check with a

store that sells accessories for recreational vehicles.

Even a well flushed vinyl hose or a foodd grade plastic hose can cause problems,
however. The outside thread opening at the end could be covered with chemicals or germs
from a previous use.

Is it okay to use hot water from the tap for cooking & making baby formula?

No. Hot water is more likely to contain rust, copper, and lead from your household plumbing and water
heater because these contaminants generally dissolve into hot water from the plumbing faster than cold
water. To avoid this, use cold water and let the water run for a couple of minutes before you use it if that tap
has not been used for a while, overnight, or all day. You can then heat this water in the microwave or on the
stove. Catching the water you flush out of the tap in a container and saving it for plant watering is a good
conservation measure.

Which uses more water, a tub bath or a shower?

That depends on many factors: how big your tub is, how long you shower, how fast the

water comes out of your showerhead, whether or not you turn off the water while ‘
soaping, and so forth. Answer this question yourself by closing the drain when you \ ::‘
shower and see if you get a tub sfalul |l of 3 . Dondt

What is that white stuff in my coffee pot and on my showerhead and glass shower door and
how can | get rid of it?

Minerals dissolved in water tend to settle out when water is heated or are left behind when it evaporates.
These minerals are white and accumulate in coffee pots and on showerheads and glass shower doors.

To remove these minerals, fill the coffee pot with vinegar and let it sit overnight, or soak the showerhead
overnight in a plastic bowl filled with vinegar. Be careful not to spill this mixture. When you are done,
carefully discard the contents of the plastic bowl down a drain, and flush the container and

sink drain with plenty of water. NOTE: Rinse the coffee pot or showerhead thoroughly .
after treatment and before use. Pouring the excess hot liquid out of your coffee pot = ==
when you are finished with it will help somewhat in preventing this problem.

White spots on glass shower doors are difficult to remove with vinegar because the
spots dissolve very slowly. A better idea is to prevent the spots from forming by
wiping the glass door with a damp sponge or towel after each shower.
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Budget Process

The Authority begins the budgeting process in April 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 relating 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*. 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 and monthly budget reports are prepared

and distributed to the members of the boar d, the Authorityés staff and ot
The 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 yearods expenditures.

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 (as
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 or capital expenditures. 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 on ongoing operations. Non-routine
capital expenditures are referred to as capital improvement projects and are defined in the 20-year capital
improvement master plan.

11
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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 achieving
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 measureswilbe used as a basis for preparing the Aut
should be directly or indirectly linked to accompl i st
initiatives.

Planning

The Authority will prepare and maintain an ongoing five-year financial plan. The plan will include projections
of existing revenues, expenses, 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 coordinate development of the capital improvement budget with development of the
operating budget. Future operating costs associated with new capital improvements will be projected and
included in operating budget forecasts.

The Authority will maintainalli t s assets at a | evel adequate to prote:
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.

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

12
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Financial Policies that Impact the Budget (Continued)

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 reexamined 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

e Safety
e Liquidity
e 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

13
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Vision

As an innovative utility, we will provide our customers the highest quality, most reliable and cost effective
potable water supply and essential wastewater services to protect and enhance the quality of life in the
Florida Keys

Mission

Our customers are our number 1 priority. We are a customer-service-oriented utility and will continue to
provide the highest quality potable water and wastewater services to residents, business and visitors
throughout the Florida Keys

Values

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

A Customer satisfaction

Cooperative relationships with local municipal and county governments
Well trained and professional staff

Well maintained system

Conservation and protection of environmental resources

> > > >

Guiding Principles

In providing high-quality utility services to our customers, we will actively strive to follow these working
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 are cost-effective and strive for innovation and technology that provides the best value for our
customers.

Performance-Based: We are focused on achieving excellent results, measuring them, and being
accountable for our work.

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

Employee-Oriented: We recognize and value the input and contributions of our employees.

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.

15
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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:

Develop and implement capital improvement plan (CIP)
Improve and continue to facilitate excellent customer relations
Attract, motivate, and retain quality staff

Improve system reliability, security and efficiency

Provide water and wastewater leadership in the Florida Keys
Develop alternative water supplies

mTmoow»>
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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
Improvement
Master Plan

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
and operating costs of new facilities and
infrastructure improvements

Information
Technology Master
Plan

Multi-year plan to replace
certain software
applications and computer
equipment

Initiatives and technology gaps
identified in the Master Plan
have been prioritized by year
based on needs assessment
with adjustments made as
necessary

Allows for the funding of software and
equipment replacements, maintenance,
help desk support and network
infrastructure replacement annually at
established levels. Replacement
decisions are determined considering
changing software technology,
economic issues, maintenance costs
and downtime
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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 Authoritybs service ar e
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.

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 Autrhuseri ty¢
permit was amended in 2003 increasing the average daily allocation to 19.93 mgd and the maximum daily
allocation to 23.79 mgd. However, the permit limits the average daily allocation to 17 mgd during the dry

season (December 1 through April 30). The permit also requires the Authority to submit to SFWMD a Water

Supply Plan that considers long-term alternative water supply sources. Until this plan is fully implemented

and facilities are constructed, the Authority will take steps to encourage conservation and will supplement

the water supply through blending with brackish water. This permit is effective until 2025, but the Authority

may request additional allocations if the water supply is insufficient.

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 may result in even
greater reductions. The possibility that restrictions could be put into place is considered each year as part of
the budget process (see rate structure below for more information about restriction surcharges).

The U. S. Navy remainsg$ whéeéeAutcthsestiomegds | dahgeNavyds pr
Key West remains strong due in part to the large amount of unrestricted air space available for pilot training.
Hotels and resorts make up the major it yoursi has sligpedAut h c
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 Authorityés | inear geography requires sufficient
needs. This makes staff levels and staffing costs higher than in a centrally located system. Area managers
andof fices are maintained in three areas of the Keys i

(southern end of the system) and its water treatment plant in Florida City (northern end of the system).
Surging cost of living increases over the last 10 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.
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Rate Structure

The Authoritydéds current water rate structure was ado
monthly water service includes 1) a monthly base facility charge that varies by meter size and serves as the

minimum monthly bill; and 2) a consumption charge based on metered water usage, with rates per thousand

gallon that increase at higher usage levels (consumption blocks) to promote water conservation.

Wastewater rates are adopted by service district. The rate structure is similar to the structure used for water
with monthly base facility charges and flow charges based on water flow.

User charges are indexed annually on May 1 of each year to adjust for inflationary impacts on the cost of
operations based on a formula using the Gross Domestic Product Implicit Price Deflator Index (same index
used by the Florida Public Service Commission for the regulation of privately-owned utilities throughout the
State of Florida).

The Authorityds rate st rbeimpasedahen mandatorg waser resuictianhaerpgte st
into effect by the South Florida Water Management District. These surcharges are assessed against water
usage in excess of the first r adreeequall tam thekpergedtag® 6f Ghe f o r
required water use reduction.

Summary of Monthly Water Rates

The following table summarizes the Aut hor iatggnéralrate x i st
increase of 5% on October 1, 2007 and an annual rate index effective May 1, 2007.

current rates 5% rate 2.5% estimated
monthly base facility charge effective adjustment adjustment
May 1, 2007 Oct 1, 2007 May 1, 2008
e-inch or WJ-infh 11.17 11.73 12.02
1-inch 27.91 29.31 30.04
1%-inch 55.82 58.61 60.08
2-inch 89.30 93.77 96.11
3-inch 167.45 175.82 180.22
4-inch 279.08 293.03 300.36
6-inch 559.24 587.20 601.88
8-inch 893.06 937.71 961.15
consumption charge
e-inch [ 1]
0-6,000 gallons 4.69 4.92 5.04
6,001-12,000 gallons 6.85 7.19 7.37
12,001-30,000 gallons 7.68 8.06 8.26
30,001-50,000 gallons 8.55 8.98 9.2
over 50,000 gallons 9.40 9.87 10.12
[1] Consumption ranges shown apply to e inch meter custor

The corresponding consumption blocks for customers with larger meter sizes increase based on meter equivalent factors.
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Rate Structure (Continued)

Summary of Monthly Wastewater Rates

2.9%
Proposed 30% estimated
current rates increase adjustment
effective May 1, effective effective
2007 October 1, 2007 May 1, 2008
monthly base facility charge [1]
Little Venice 26.37 34.87 35.75
Bay Point 35.91 47.49 48.68
Conch Key 35.91 47.49 48.68
Layton 35.91 47.49 48.68
flow charge [2]
Little Venice 5.43 7.17 7235
Bay Point 5.60 7.41 7.59
Conch Key 5.60 7.41 7.59
Layton 7.31 9.67 9.91
[1] Consumption charges based on a 5/8" meter
[2] Consumption ranges shown apply to e inch meter custome

The corresponding consumption blocks for customers with larger meter sizes increase based on meter equivalents.
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Summary of Budgeted Sources and Uses

2008 budget
206 el A7 bkt TNV pucyectesd Wilates Viberrofer Total

Totall baxypted == off s
Operafing rewee S 5BEATR S MS5CH0 § 370000 FL2A5ID § 15290 § 43,712,000
Inflesed income 1174058 140100 120000 125500 250 1.317,500
Other receipla BR7 115,30 12000 120D - 120,000
Graria from fxderal end slefe apences A7 - 3500000 - - =
Syafemn deelopment cherpes 2584138 120,100 SEDp00 100D 15100 1,175,000
Procesdl fom Emsnce of debd, nef ofeae oxts __ EpA7an - - 53 400,00 - 92,400,000
Total baxkypted scmmcr= o s __1p4528 338 4.3 DD MDD 973741 1,75, 00 88,724, 500
Total baxkyeted wee= of s
Operafing eperse fchding depeceion 311424 3TN0 32779400 3438110 155030 35,935,400
Irfiese=al expreTEE 2497 2 3221100 3221000 422D 18,0 4,485,700
Principsl peymenia of debd 15137314 1654250 1502500  2p0aDmD 3,100 2,368,000
Capifal expendifres for ongoing opevalions 2348512 B XD 8515150 255240 106,900 2,664,800
Capilal improreesmend pojecis 21 340957 20 34 AS500p00 L23E3MD - 42,968,000
Deprrit o {use= of) capital progect fand  BDISF7R (B2DOIM 2 (FS00D0G 1057 N0 - 10,432,000

| T e p————— ___ SAf7Ape 4405000 M7, o0 854,900
Exce=s scmcy= aailable fosrveserves ad oy wers 755408 ZD. 30 (5377508 1333HD (ENIDD) 869,600
Esfimcted berymminy se=sicted re=eees NIB5H /PR 2 1977777 A5HSZD 350 10 19,238,472
Esfsoted e meme=terted e 1 1 1 A2 317 =2 20,109 072

O pergtng ravanye
44%

foceadsdrom
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oflEsue cosis
54%

System) deweidpment
Interest ncame

chiarges
g i
1%
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sanital projact fund \excludns
11 g degrecation)
< 36%

Capital improvamant
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%
CGapital expendtures
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Budget Highlights, Issues, and Priorities

The following are some of the key highlights and issues that impact the fiscal 2008 budget.

Operating revenue

Water rate revenue

Water revenue, including the revenue generated by
the U. S. Navyods dsibsdgeted tb indreiase by abngss 11% wompared to the 2007 budget.
Water consumption in 2007 is expected to be as much as 6%-10% less than 2006 due to water restrictions
and the number of hotel rooms unavailable in 2007 due to closures and redevelopment. With indications
from the South Florida Water Management District that permanent restrictions may be imposed in the near
future, this trend is expected to continue or even decline further in 2008. The Aut horityoéa
surcharge to be imposed on usage above the first rate block (see rate section); however, the overall net
effect on revenue of increased conservation depends on the nature of the conservation. Budgeted revenue
for 2008 assumes an additional consumption decline of 2% compared to 2007 projections (8% less than
2006 actual gallons sold). Budgeted revenue also reflects the effect of a full year of the May 1, 2007
indexed increase of 2.59% as well as a 5% increase effective October 1, 2007 that the board will consider
prior to budget adoption (see capital financing section below) and an annual indexing of 2.5% on May 1,
2008.

Wastewater rate revenue

Budgeted revenue assumes that a recommended rate increase of approximately 30% will go into effect by
October 2007. Should the board decide not to implement this rate increase, reserves will have to be used to
fund any operating shortfalls in 2008. The overall wastewater budget assumes that the Little Venice system
will remain with the Authority for the entire year.

Operating expenses
The overall budgeted operating expenditures, including capital outlay for ongoing operations, are about 2%
less than those budgeted in 2007. Some of the significant budgeted expenditures are discussed below.

Staffing

Salaries and benefits are budgeted to increase by approximately $1.8 million, or about 9%
budget. The general wage increase for salaries is budgeted at 4.4%, which was the change in the
consumer price index (CPI) for the Miami/Ft. Lauderdale area. The contract with the bargaining unit states
that the general wage increase will be either the Miami/Ft. Lauderdale CPI indicator or 3%, whichever is
greater. The budget assumption is that this general wage increase will be applied to all employees equally,
whether they belong to the bargaining unit or not. An additional 2% is budgeted for merit increases.

Ten new positions are included in the 2008 budget that were not budgeted in 2007 and seven positions are
proposed to be eliminated that were budgeted or partially budgeted in 2007. The budget includes four
positions for operating and maintaining the U.S. N a v ydiétsbution system and one additional maintenance
mechanic. Five positions are also being added for wastewater operations including a wastewater plant
operator, two wastewater operator trainees, a wastewater administrative assistant, and a mechanic. This
staff will largely replace the contracted operators that were budgeted in 2007. Three positions were
eliminated by the automation of the Key West distribution pump station. The 2008 budget also reflects the
elimination of the department director of Administration (now filled by the Deputy Executive Director) as well
as the elimination of one billing position due to efficiencies from outsourcing. Two field service
representatives are proposed to be eliminated through attrition due to the efficiencies gained through the
automated meter reading program.

Fuel and electricity

Fuel and electricity costs are expected to increase by over $560,000 due to the addition of the Key Largo
transmission pump station and increased electricity costs at all facilities, especially the water treatment plant
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Information technology

The overall expenditures budgeted specifically to meet the goals of the Information Technology Master Plan
are approximately $3.8 million. The major ongoing program that is budgeted to continue in 2008 is the
installation of automated meters. Phases 4 and 5 are scheduled to be completed in 2008 with an estimated
cost of about $2.4 million. This will complete the installation of meters from Little Torch Key through Key
West as well as all of the Ocean Reef community in Key Largo. Other projects include the installation of a
new call center and the completion of the conversion to the enterprise software system. The majority of
these costs are budgeted as capital outlay ($1.6) materials and supplies ($1 million) and contractual
services ($1.7). A part of the implementation of the IT master plan is an increase in contractual services for
training on new systems, software maintenance fees (which will decrease in the future as old applications
are eliminated) and contracted installation of automated meters.

Public information and water conservation

The 2008 budget reflects the Authorityés continued
Included in the budget are funds to continue with the Code Red customer notification program ($28,000) as

well as the costs of matching water conservation grants from state agencies for low flow water fixtures
($32,000).

Capital projects

The Authorityés Capital I mpr ov e me n trate.P Totlncapitabpnojectsnofl e st
nearly $43 millionarei ncl uded in the Authorityds 2008 budget . $
2008 include the following.

(in millions)
Reverse osmosis plant and wells at J. Robert Dean plant  $ 18.0
Kermit H. Lewin RO Facility improvements 2.6
Replacement of 36" transmission line, miles 93-98 5.0
Other transmission projects 4.4
Replacement of distribution mains 2.5
Stock Island seawall replacement 5.0
Marathon customer service center 2.0
Reclaimed water main installation 3.5

$ 43.0

Construction will continue on the Big Coppitt/Geiger Key/Shark Key wastewater system in 2008. The plant
and collection systems are expected to be largely complete by the end of the fiscal year. This infrastructure

will be funded byand wi | | be the property of Monroe County i
agreement with the county to construct and operate their wastewater systems. Accordingly, these project
costs are not included in the Authorityds capital b uc

Capital financing and debt service

Proceeds from the Series 2006 Water Revenue Bonds are expected to be depleted by the end of fiscal
2007 based on projected capital cash requirements. Therefore, the budget anticipates another bond issue
at the beginning of the 2008 fiscal year. The expected size of the issue is estimated to be approximately
$55 million. The finance team will evaluate the structure of the debt issue to accommodate potential future
grant funds and maximize benefits from the market environment at the time of issue. Debt service is
budgeted at approximately $6.9 million which reflects the additional debt issue.

The additional debt service on these bonds will impact rates. The budget anticipates that a 5% rate
increase will go into effect on October 1%, followed by additional increases in 2009 and 2010. The specific
rate impacts will be brought to the board for discussion and approval prior to issuance of the bonds. The
Authority is actively pursuing grants to offset the costs of several capital projects that are budgeted for 2008.
If these grants are received, the level of borrowing and, therefore, the level of debt service may be reduced.
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Executive

Department responsibilities and budget issues

TheExecutive Department consists of the Authority's executive branch (including the executive dire
general counsel, internal auditor and support staff to the board of directors), public information and
human resources. The department's budget supports all public meetings, administrative records

maintenance, all workforce functions, risk management, and public information programs. Since th
department employs several upper level management positions, salaries are a substantial part of it'
budget. The costs of property, liability and workers' compensation insurances are also major exper
Legal and governmental consultant fees and public outreach programs, including advertising of puk

meetings required by law, are also budgeted under this department.

In the 2008 budget year, changes in vehicle insurance is expected to increase due to increased co\
levels based on the Authority's loss experience in Hurricane Wilma. Contractual services are budg:
be less in 2008 as labor negotiations increased the 2007 budget. Board compensation is budgeted
other contractual services. Miscellaneous expenses include memberships such as the American W

Works Association and the New Water Coalitiasrwell as the cost of renting meeting space.

el Budgeted. . Projected: . Budget -
............................................................... Actual 2006 - - 2007 - -actual 2007 2008,
Specific current year budget considerations
Number of full time employees budgeted 14 14 14 14
Number of co-op and pre apprentice positions - - - 1
New positions budgeted -
Positions eliminated -
Number of vehicles 4 4 4 5
Key indicators and workload measures

Number of regular and special board meeting 14 14 12 12
Number of board workshop meetings 6 12 6 6
Number of board committee meetings 11 - 10 10
Number of public hearings 9 12 12 12
Number of community meetings 3 10 3 3
Number of public service announcements data not available 11,700
Number of community events data not available 15
Job postings 59 63 50 30
New hires 36 40 25 20
Number of insurance claims (including workman's

compensation and hurricane damage) 23 5 11 11
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Engineering

Department responsibilities and budget issues

The Engineering Department consists of general engineering, construction management, water que
project design and environmental services. The department's budget supports the development of
capital project plans, project inspection, distribution project design, maintenance of maps and

infrastructure, management of thouse construction crew, raw and finished water testing and reportit
and wastewater project design and management. The department's budget also provides for grant
application preparation and determination of n@asidential system development charges. The

department reviews and coordinates potable water service and wastewater system availability for a

new nonresidential and multfamily residential development.

The department'2008budget includes a new position for a construction manager. This position is
intended to add value to contracted construction projects by monitoring contract compliance with
Authority specifications and resolve problems as they aris007, the department added a water

quality technician to assist with water sampling and testing.

Dl DL L L L L L L L L L L L L L L L e  Bldgeted. , Brojected: T, Budget
............................................................... Actual 2006 - - 2007 - -actual 2607 2008.
Specific current year budget considerations
Number of full time employees budgeted 35 37 37 37
Number of co-op and pre apprentice positions - - - 2
New positions budgeted 1
Positions eliminated -
Number of vehicles 26 26 26 27
Key indicators and workload measures

Number of construction design projects underway 5 8 8 12
Number of construction projects underway 3 4 4 7
Number of general engineering task orders 10 12 12 14
Number of plan reviews 346 330 350 365
Number of backflow prevention tests 9,250 9,400 9,700 9,900
Number of water quality samples 480 500 550 600
Feet of distribution pipe installed by in-house crew 10,500 15,000 23,000 25,000

27



Florida Keys Aqueduct Authorityl Budget 2008

Customer Service

| Department responsibilities and budget issues |

TheCustomer Service Department consists of three customer service and field service offices, polic
administration, delinquent account collections and document management. The department's budg
supports all customer service functions, including initiation and termination of service, collection of
payments, service calls, meter reading, switchboard and collection of delinquent accounts. The
department's budget also supports the Authority's compavige document management system,
including record retention compliance with Florida Statutes.

In the 2008 budget year, the department's budget has been reduced to reflect the elimination of two
positions due to efficiencies gained by automated meter reading and for funds previously budgeted
meter replacements that are now being addressed through the installation of new automated read
meters (see Information Technology budget).

Specific current year budget considerations
Number of full time employees budgeted 61 59 59 57
Number of co-op and pre apprentice positions 3
New positions budgeted -
Positions eliminated -

Number of vehicles 24 24 24 25
Key indicators and workload measures

Number of meters in service 45,453 46,000 45,950 46,500
Number of manual read meters 45,453 34,000 33,950 23,500
Number of automated read meters - 12,000 12,000 23,000
Service connection requests 438 440 434 430
Customer services calls To be determined

Delinquent account field collections 2,838 3,000 4,040 3,000
Payments processed 545,436 552,000 551,364 558,000
Credit card payments 23,383 25,000 24,126 25,000
Bank draft payments 90,147 90,000 85,918 87,000
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Operations and Maintenance

| Department responsibilities and budget issues |

The Operationand Maintenance Department is charged with the operations and maintenance of the
Authority's transmission, distribution, water treatment and source of supply facilities throughout the
system as well as collection and treatment of wastewater. The department's budget provides fundi
maintain crews in all parts of the Authority's 130 mile service area. The department is also respon:
for the operation and maintenance of two seawater reverse osmosis plants, four wastewater treatm
plants, fleet vehicles and heavy equipment. The department has several shift and standby workers
to the critical nature of their tasks. Minimum response time in the event of a major transmission bre
critical. Salaries and benefits are the major driver of the department's budget, along with electricity
(mainly for the water treatment plants and pump stations), chemicals anerootine maintenance
projects, such as painting of water tanks and tape wrapping of the transmission line.

In the 2008 budget, the department is increasing its budget by four positmasadditional operating
expenses to fund the costs of acquiring the Navy's water distribution systems in the lower Keys. T
operator positions were eliminated in 2007 with the completion of the fully automated Key West
distribution pump station. Five new positions were approved in 2007 for additional wastewater staff
that were not budgeted in 2007.

T B dgeted- - Projeeted - Budget -]
............................................................... Actual.2006.-.-.-2007-.-.- actual 20Q7 2008
Specific current year budget considerations
Number of full time employees 119 119 120 126
Number of co-op and pre apprentice positions - - 11
New positions 10
Positions eliminated -
Number of vehicles 78 78 78 100
Key indicators and workload measures

Water treated (mg) 17 17 17 18
Transmission line maintained 187 187 187 187
Distribution lines maintained 650 650 650 690
Reverse osmosis facilities 2 2 2 2
Wastewater treatment plants 4 4 4 4
Transmission pump stations 5 5 5 6
Distribution pump stations 14 14 14 14
Water storage tanks 26 26 26 26
Total fleet maintained 156 156 160 166
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Administration

| Department responsibilities and budget issues |

The Administration Department consists of the Authority's financial branch (including the accountin
purchasing , inventory and billing departments). The department's budget supports contractual se
for the Authority's annual audit, banking and investment services and outsourcing of billing. Finani
and rate consultant fees , cost of operating and maintaining the administration building are also
budgeted under this department.

In the 2008 budget year, salaries reflect the elimination of the Director of Administration (which is
filled by the Deputy Executive Director, whose salary was transferred from the Executive Departme
and the elimination of one position in the billing division and the reduction of three vehigles
department's budget also funds the costs of electricity and routine maintenance costs for the Autho
headquarters in Key West, freight charges for inventory, check processing costs, billing supplies ar
postage and other administrative costs.

S e AGtdal T Budget |- Projected - - Budget ||
e 200601212007 - - actual 2007002008 -
Specific current year budget considerations
Number of full time employees 26 27 25 25

Number of co-op and pre apprentice positions :

New positions budgeted -

Positions eliminated 2
Number of vehicles 5 5 5 2

Key indicators and workload measures

Financial statements 12 12 12 12
Budget amendments 1 5 5 5
Asset additions to plant 206 300 300 300
Vendor payments 13,550 15,000 14,500 15,000
Customer refunds 5,942 9,500 6,200 6,200
Payrolls 65 65 65 65
Number of purchase orders 1,595 2,387 1,987 1,600
Number of bids and RFPs issued 21 35 27 25
Number of warehouses 3 3 3 3
Number of stock items 3,512 3,750 2,795 2,800
Overall warehouse dollar value $1,365,284 $2,295,175 $1,725,320 $1,680,906

30



Florida Keys Aqueduct Authority | Budget 2008

Information Technology

Department responsibilities and budget issues |

The Information Technology Department is responsible for supporting and enhancing the Authority's
technology assets. The department's budget funds the implementation of the Information Technolog
Master Plan, maintenance of the Authority's information network, hardware and software replacemer
and the general management of the technology architecture.

In its 2008 budget, the department is including phases 4 and 5 of the Authority's automated meter
reading project, which will complete the installation of automated meters at all services from Little Tol
Key to Key West as well as Ocean Reef in Key Largo. Other projects budgeted in 2008 are installatic
new call center, the completion of the installation of the enterprise software system, and phase 2 of a
SCADA backup radio network.

Specific current year budget considerations
Number of full time employees 12 14 13 14
Number of co-op and pre apprentice positions - - 3
New positions -
Positions eliminated -

Number of vehicles 8 8 8 7
Key indicators and workload measures
Help desk requests N/A 400 350 400
Number of work stations maintained 180 180 210 210
Number of servers maintained 10 26 30 35
Routers/switches maintained 34 50 42 50
POX switches maintained 6 3 8 8
Telephones maintained (includes fax & cell) 356 346 350 350
Radios maintained 120 135 161 190
PLCs maintained 42 a7 52 99
Printers 85 50 87 91
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Position and Fleet Summary

Budgeted Projected
Actual 2006 2007 actual 2007 Budget 2008
Number of full time employees budgeted
Executive 14 14
Engineering 35 37
Customer Service 61 59
Operations and Maintenance 119 119
Administration 26 27
Information Technology 12 14
Total fulltime employees budgeted 267 270
Number of co-op students 20
New:positions budgeted in:2008 compared:to 2007 10
Positions eliminated in 2008 compared to 2007 budget
Total positions:eliminated 7
Number of fleet vehicles
Executive 4 4 4o
Engineering 26 26 26 - 2T
Customer Service 24 24 24 25
Operations and Maintenance 89 89 93 ---l--1100:
Administration 5 5 S
Information Technology 8 8 8.l T
Total:number:of vehicles 156 156 160 166
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Summary of Revenue Sources

Water Wastewater Total

Operating revenue
Utility revenue [1] $ 39,783,100 1,552,900 $ 41,336,000
US Navy distribution maintenance charges 1,276,000 - 1,276,000
Other operating revenue 1,100,000 - 1,100,000

$ 42,159,100 $ 1,552,900 $ 43,712,000
Interest [2]
Operating funds $ 450,000 $ 22,500 $ 472,500
Bond proceeds 575,000 - 575,000
Customer deposits 270,000 - 270,000

$ 1,295,000 $ 22,500 $ 1,317,500
[1] Utility revenue estimates
Water October-April May-September Total
2007 projected water sales
Total gallons sold (000) 2,945,695 2,120,000 5,065,695
Total water revenue $ 21,575,766 $ 16,000,000 $ 37,575,766
Average rate per 1,000 $ 732 $ 755 $ 7.42
Projected gallons sold (2% reduction from 2007) 2,886,781 2,077,600 4,964,381
Average rate with 5% increase on October 1, 2007 $ 7.93
Average rate after May 1 inflation adjustment of 2.25% $ 8.13
Estimated water revenue $ 22,892,200 $ 16,890,900 $ 39,783,100
Average rate per 000 $ 8.01

Projected Projected July-
Wastewater through 6/30/07 September 2007 Projected 2008
Little Venice 316,400 99,000 514,800
Bay Point 170,000 57,000 296,400
Conch Key/Duck Key 298,200 101,100 525,700
Layton 135,200 45,000 216,000
919,800 302,100 1,552,900
[2] Interest
Water Wastewater

Average operating funds assumed on hand 10,000,000 500,000
Assumed interest rate 4.5% 4.5%
Estimated interest income $ 450,000 $ 22,500
Average bond proceeds assumed on hand 11,500,000
Assumed interest rate 5.0%
Estimated interest income $ 575,000
Average customer deposits assumed on hand $ 6,000,000
Assumed interest rate 4.5%
Estimated interest income $ 270,000
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Operating Expenditure Budget at a Glance

capitalized
Total department salaries and Total operating
Area budget budget outlay budget

Executive Department
Executive Office $ 1,879,200 | $ - $ -
Human Resources 2,548,400 - -
Totals 4,427,600 | $ - $ 4,427,600
Engineering Department
General Engineering 1,226,300 -
Contract Management 677,700 (343,800)
Water Quality 867,000 -
Design 506,200 -
Construction Crew 786,600 (398,900)
Totals 4,063,800 (742,700) 3,321,100
Customer Service
Policy & Administration 560,900 -
Cashiers 385,700 (60,000)
Key West Customer Service 508,800 -
Middle Keys Customer Service 338,700 -
Upper Keys Customer Service 471,600 -
Records Management 339,000 (28,000)
Field Services Lower Keys 817,900 -
Field Services Middle Keys 400,100 -
Field Services Upper Keys 645,200 -
Totals 4,467,900 (88,000) 4,379,900
Operations and Maintenance
Maintenance Key West 679,700 (40,000)
Maintenance Lower Keys 4,624,500 (269,600)
Maintenance Middle Keys 4,113,700 (239,800)
Maintenance Upper Keys 2,344,800 (138,500)
Source of Supply & Water Treatmen 6,359,300 (284,500)
Totals 18,122,000 (972,400) 17,149,600
Administration
Finance 1,204,900 -
Billing and Collections 811,700 -
Purchasing 660,500 -
Totals 2,677,100 - 2,677,100
Information Technology
Information Technology 5,531,500 (1,551,400)
Totals 5,531,500 (1,551,400) 3,980,100
Grand Totals $ 39,289,900 | $ (3,354,500)| $ 35,935,400
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SCHEDULE OF BUDGETED EXPENDITURES
FOR THE YEAR ENDING SEPTEMBER 30, 2008
TOTAL OF ALL DEPARTMENTS
Proposed 2008 budget
Final 2007budget Projected 09/30/07 Water Wastewater Total Increase/Decrease % change from
prior budget

Capital expenditures:

Additions to utility plant $ 3428250 $ 6515150 $ 2,558,400 $ 106,400 | $ 2,664,800 (763,450)
Capitalized salaries 803,700 765,600 683,200 - 683,200 (120,500)
Capitalized overtime 6,600 22,300 6,500 - 6,500 (100)
Operating expenses: -

Salaries 13,939,100 14,177,050 14,978,800 488,500 15,467,300 1,528,200
Overtime 379,700 592,000 367,800 5,000 372,800 (6,900)
Retirement 1,250,500 1,530,700 1,579,400 48,600 1,628,000 377,500
Payroll taxes 1,100,800 1,136,100 1,227,100 37,800 1,264,900 164,100
Employee health insurance 2,521,700 2,280,500 2,338,400 86,600 2,425,000 (96,700)
Other 103,600 110,000 115,600 3,200 118,800 15,200
Purchased power 2,656,500 2,872,100 3,110,000 109,000 3,219,000 562,500
Fuel for power production 63,800 46,600 68,000 1,500 69,500 5,700
Chemicals 906,100 1,091,900 906,300 61,800 968,100 62,000
Materials and supplies 2,792,800 1,303,600 1,631,000 60,000 1,691,000 (1,101,800)
Contractual services - engineering 400,000 315,100 400,000 - 400,000 -
Contractual services - accounting 105,000 120,000 105,000 - 105,000 -
Contractual services - legal 150,000 24,300 50,000 - 50,000 (100,000)
Contractual services - outsourcing 410,000 603,200 276,000 234,500 510,500 100,500
Contractual services - other 2,553,750 828,600 2,354,000 311,400 2,665,400 111,650
Rental of building - real property 16,000 71,900 29,500 36,500 66,000 50,000
Rent expense - equipment 134,900 83,000 102,200 1,000 103,200 (31,700)
Transportation expense 353,000 414,400 407,500 12,000 419,500 66,500
Insurance - vehicles 86,300 79,800 166,600 - 166,600 80,300
Insurance - general Liabilities 91,300 76,900 84,700 - 84,700 (6,600)
Insurance - workers' compensation 365,500 470,600 400,700 - 400,700 35,200
Insurance - property and flood 1,116,900 808,300 1,149,600 - 1,149,600 32,700
Advertising 107,600 36,000 94,500 500 95,000 (12,600)
Bad debt expense 23,000 30,800 31,000 - 31,000 8,000
Office supplies 220,400 175,250 177,050 1,400 178,450 (41,950)
Maintenance of general plant 987,900 684,300 1,199,000 45,700 1,244,700 256,800
Non-recurring maintenance projects 1,890,500 1,715,000 52,000 - 52,000 (1,838,500)
Telephone 216,600 251,900 205,200 4,500 209,700 (6,900)
Postage 60,500 31,200 41,600 300 41,900 (18,600)
Travel 114,900 112,400 135,600 2,000 137,600 22,700
Training 107,400 72,900 118,700 2,000 120,700 13,300
Miscellaneous 189,900 242,900 234,550 500 235,050 45,150
Bank charges 94,300 100,500 100,000 - 100,000 5,700
Community relations 23,000 31,300 25,700 - 25,700 2,700
Water conservation and outreach 238,000 238,000 98,000 - 98,000 (140,000)
Freight charges 13,000 20,000 20,000 - 20,000 7,000
Total budget 40,022,800 40,082,150 37,629,200 1,660,700 39,289,900 (732,900)
Less capital expenditures (4,238,550) (7,303,050) (3,248,100) (106,400) (3,354,500) 884,050
Total operating budget $ 35,784,250 $ 32,779,100 $ 34,381,100 $ 1,554,300 | $ 35,935,400 151,150
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