Budget Policy

General Comments

On September 11, 1996, the Board approved changes in the Budget process that
eliminated the Amended Budget and allows Budget amendments throughout the
year. Known as the Budget Amendment Policy, staff has the authority to make
changes within either the Capital or Operations and Maintenance (“O&M") Budget
as long as the total amount in either respective Budget does not change. The
change is reported at the next Board meeting. Changes in the Budget that exceed
the Enabling Act limitation, affect Board approved bids, increase the total O&M or
capital Budget, involve a new capital project not previously approved by the
Board, or involve transfers between the O&M and Capital Budget, require Board
approval.

The Utility Board’s balanced budget uses current year’s revenues and reserves,
when necessary, to fund disbursements and transfers.

Budget Amendment Policy Detail

1. Adopt Budget for Revenues, O&M Expenses & Capital in accordance with
Resolution 532, Article V, Section 5.01, (A). The Board shall annually prepare
at least forty-five (45) days preceding each of its Fiscal Years, and adopt prior
to the beginning of such Fiscal Year, a detailed Budget of the estimated
expenditures for the operation and maintenance of the System during such
next succeeding Fiscal Year.

2. Staff will have the authority to make changes within the O&M and/or Capital
Budgets under the following conditions:
a. The combined O&M and Capital Budget do not change.
b. Within the Capital, funds may be moved to create a new capital project
not to exceed the limitations set forth in Resolution #679 (),

3. Staff will recommend budget changes to the Utility Board under the following
conditions:

a. The combined O&M and Capital Budget increases above prior amount.

b. Creating a new capital project exceeds the limitations set forth in
Resolution #679 4.

c. Cumulative line item changes exceed the amounts set forth in
Resolution #679 (1),

d. The change will be documented on a Budget Amendment Form.

4. The General Manager reserves the discretion to require that a formal budget
amendment be prepared even though it falls within staff’s authority.
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Budget & Financial Plan Preparation Process
The Board shall annually prepare at least forty-five (45) days preceding each of its

Fiscal Years, and adopt prior to the beginning of such Fiscal Year, a detailed
Budget of the estimated expenditures for operation and maintenance of the
System during such next succeeding Fiscal Year.

(1) Resolution #679, A Resolution Regarding Disbursement and Bidding Threshold
amounts, dated 10/13/99.

Budget control is provided by monthly revenue and expense reports. Monthly
financial reports are provided to the Board. The Budget & Financial Planning
process for the ensuing fiscal year (October 1 to September 30) begins when the
staff reviews the load forecast and the Board and staff attend the annual Strategic
Planning Workshop. The Department Directors develop and review the proposed
Budget & Financial Plan before submitting to the General Manager for review and
comment.

Upon completion of the proposed Budget & Financial Plan, a public workshop
session is held to review all proposed Budget & Financial Plan items.
Subsequently, a public hearing is held to gather additional comments. The
proposed Budget & Financial Plan thereupon is submitted to the members of the
Board for their final review and adoption prior to the commencement of the
succeeding fiscal year. Upon valid adoption, all expenditures in the Budget
constitute appropriations and amendments can only be made in accordance with
the provisions of law and Board policy.

Budget & Financial Plan Preparation Calendar in 2006

Begin Budget Process — Capital w/Five Year Plan March 8 - 13
Begin Budget Process — O&M March 14
Initiate Cost of Service Study March 22
Strategic Planning Session April 5-6
Prioritize Expenditures April 25
Commence Electric Rate Study May 23
Complete Preliminary Budget & Financial Plan May 31
Review Miscellaneous Service Charges Revenue June 16
Review Rate Increase & Bond Funding Options June 19 -20
Review O&M and Capital Expenditures June 21 - 29
Finance Committee meeting to select rate increase & bond options July 6
Deliver Preliminary Budget & Financial to Utility Board July 21
Finalize Miscellaneous Service Charges Revenue July 31

Budget Workshop August 2
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Budget & Financial Plan Preparation Calendar in 2006 (cont’d)

1% Public Hearing

Approval of Revised Tariff Sheets & Miscellaneous Service Charges
Approval of Inducement Resolution to Issue Bonds
Finalize Base Rate Tariff Sheets & Send to FLPSC

Begin Official Bond Statement
1% Draft of Official Bond Statement
1% City Commission Meeting

2" Public Hearing Approve Total Budget

2" City Commission Meeting
Implement Rate Increase and Budget
Approval of Final Bond Resolution
Final Official Bond Statement

Close on Bond
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August 23
August 23
August 23
August 24
August 24
August 30
September 6
September 19
September 19
October 1
October 11
October 31
October 31



Key West and Monroe County Demographics and Statistics

Key Monroe
West County
Population (1) 25,811 80,537
Median Age (2) 38.9 42.6
Population by Race (2)
White 71.4% 77.2%
Black 8.8% 4.5%
Hispanic 16.5% 15.8%
Other 3.3% 2.5%
Registered Voters (3) 14,472 52,279
Employees by Industry (2)
Services N/A 14,440
Retail Trade N/A 10,882
Government N/A 3,217
Other N/A 8,145
Unemployment Rate (1) 2.3% 2.3%
Schools (1) 9 17
Places of Worship (1) 26 82

Key West is an island city located at the end of US Highway 1, approximately 160 miles southwest
of Miami, Florida. The City of Key West is the county seat of Monroe County. Monroe is a county of
islands connected by an overseas highway with 19.3 miles of bridge spans. The service are for

the Utility Board of the City of Key West includes the city as well as half of Monroe County.

The millions of tourists that visit Key West and the county each year provide the major source of

employment for local residents. Retail services, commercial fishing and government employment
are the other industries. Currently 32% of county residents live in the city of Key West.

Climatological Data for Key West

Rain Temperature
Monthly Average (2) 3.24 78.0
Above (below) Average (2) 0.06 (0.07)

Source: City of Key West Chamber of Commerce

(1) Data as of 2003

(2) Data as of 2000

(3) Data as of 2004 20



SERVICE AREA

KEY®

Nt'\atmnal K.ef:-Dé‘}r Fefige

)

Su}ﬂbaf Ke¥

Saddlebunc k?K.eys

t}M ==
OK ey West

KEYS = KEYS ENERGY SERVICES
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