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Report of Independent Auditors

To Management and the Commissioners of Orlando Utilities
Commission

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities and the
fiduciary activities of Orlando Utilities Commission, as of and for the years ended September 30,
2022 and 2021, and the related notes to the financial statements, which collectively comprise the
Orlando Utilities Commission’s  sic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the respective financial position of the business-type ac ‘ities and fiduciary
activities of Orlando Utilities Commission at September 30, 2022 and 2021, and the respective
changes in financial position, and, where applicable, cash flows thereof for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States
(Government Auditing Standards). Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are required to be independent of the Orlando Utilities Commission, and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles general = accepted in the United States of America, and for
the design, tm 'ementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free of materiai m™ ;tatement, whether due to fraud
Or error.









MANAGEMENT'S DISCUSSION AND ANALYSIS

This discussion should be read in conjunction with the Financial Statements and Notes to the Financial Statements.

“"anagement’s Rt ort

The management of Orlando Utilities Commission (OUC) has prepared — and is responsible for — the integrity of
the financial statements and rel: d information included in this repont. The financial statements have been
prepared in accordance with generally accepted accounting principles and follow the standards outlined by the
Governmental Accounting Standards Board.

To ensure the integrity of o financial statements, OUC maintains a system of internal accounting controls that is
supported by written policies and procedures and an organizational structure that appropriately assigns
responsibilities to mitigate risks. These controls have been put in place to ensure OUC's assels are properly
safeguarded and the books and records reflect only those transactions that have been duly authorized. QUC's
¢ trols are evaluated on an ongoing basis by both management and OUC’s internal auditors.

Based on the statements above, it is management's assertion that the financial statements do not omit any
disclosures necessary for a fair presentation of the information, nor do they improperfy include untrue statements of
a material fact or statements of a misleading nature.
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General Manager & Chief Financial Officer Director of Accounting
Chief Executive Officer







MANAGEMENT'S DISCUSSION AND ANALYSIS

+  Water pricing:
> Fiscal Year 2022: No price changes were approved.

¢ Fiscal Year 2021: Effective April 1, 2021, the final of four annual price increases was approved
increasing the average residential and commercial customer water bill 6.2 percent.

* Ancillary service pricing: The pricing of chilled water, lighting, back-up generation, electric vehicle charging
and solar services and solutions were designed utilizing an equivalent cost recovery model to the Board
approved electric and water pricing with terms defined within the customer contract.

Basic Financial Statements

OUC Utility Operations: Three basic financial statements were prepared to provide a comprehensive overview of
OUC’s financial position, results of operations and cash flows.

- Statements of Net Position: The Statement of Net Position was prepared using the accrual method of
accounting distinguishing current and long-term assets and liabilities, deferred inflows and outflows of
resources, as well as the nature and amount of resources and obligations at a point in time.

+ Statements of Revenues, Expenses and Changes in Net Position: This statement presents current
period revenues and expenses. In addition, included in this statement is the presentation of operating
income, which was reported separately from net non-operating and special item expenses, contributions in
aid of construction and annual dividend.

= Statements of Cash Flows: This statement was presented using the direct method and outlines the
sources and uses of cash resulting from operations, non-capital related financing, capital related financing

and investing activities.
OUC Fiduciary Activities: Two fiduciary fund financ emen we p . ng the accrual method of

accounting to provide a comprehensive overview of the fiduciary fund financial position and results of operations for
the OUC Defined Benefit Pension Plan and Other Postemployment Benefits Pian.

+ Statements of Fiduciary Net Position: This statement was prepared to present the Benefit Plan Trusts
assets 2 liabilities at a point in time.

« Statements of Changes in Fiduciary Net Position: This statement presents current period additions and
deductions associated with the Be fit Plan Trusts.






MANAGEMENT'S DISCUSSION AND ANALYSIS

*  Other liabilities: Other liabilities decreased $26.8 million due to the reduction of benefit plan liabilities in the
amount of $48.0 million as a result of current year actuarial com utions and valuation changes offset by a
$11.7 million increase in asset retirement costs for updated landfill closure costs at the MC3 and the
Stanton Energy Center (SEC) generation facilities and increased contributions in aid of construction.

»  Current liabilities: Current liabilities increased $85.6 million as a result of rising fuel commodity prices and
increased fuel payables in the amount of $38.2 million along with the recognition of estimated Hurricane tan
storm restoration expenses of $18.5 million. Counter-party margin advances received from fuel hedge
derivatives also increased $21.6 million as a result of unrealized market valuations.

Deferred inflows of resources increased $48.8 million or 15.3 percent as a result of a $56.4 million and $39.2 million
increase in the valuation of benefit plan investments and unrealized fuel hedge derivatives, respectively, along with
the Board approved deferral of retail and wholesale revenues in the amount of $25.0 million to mitigate the October
1, 2022 electric retail fuel price increase. These increases were offset by the use of $70.5 million of fuel reserves
which were exhausted as of May 2022 to offse  1e impact of rising fuet prices.

Total net position increased $72.1 million, or 4.6 percent, as a result of current year operations.

021 Conmyy e 20
Total Assets and Deferred Qutflows of Resources

Total assets increased $365.4 million primarily due to the receipt of bond proceeds from the Series 2021A and
2021B Bonds in the amount of $326.4 million in April 2021, for which a portion has been utilized for utility plant
additions. Utility plant additions in the amount of $249.7 million included major transmission upgrades, the
installation of new services and enhanced reliability initiatives for electric  d water services and the acquisition of
the OGS in the amount of $60.5 million. These additions were offset by systematic depreciation charges and the
retirement of the MC3 generation facility which was reclassified at its net book value of $29.3 million to a regulatory
asset to be recognized consistent with its intended original useful life through 2024,

In addition to the changes stemming from utility plant and the bond proceeds, customer receivables increased $12.4
million as the Central Florida community continued to rebound from the pandemic. Fuel-related activities also
impacted changes in total assets with fuel hedge derivative valuations rising $34 .4 million in response to market-
driven fuel commodity price increases partially offset by the use of fuel reserves in the amount of $32.7 million to
stabilize the net financial impact of rising fuel costs. Offsetting these increases was the recognition of net benefit
plan valuation changes and the receipt of FEMA hurricane restoration receivables deferred in accordance with
Board action in the amount of $20.9 million.

Deferred outflows of resources decreased $46.6 million as a result * favorable valuation changes in both the fuel
and investment markets resulting in a $20.8 miltion and a $10.3 million decline in these valuations, respectively. In
addition, deferred outflows of resources were also reduced $9.6 miliion in conjunction with systematic recognition of
the loss on refunded debt beyond the addition of $1.0 miflion associated with the refunded Series 2021C Bonds,
Valuation adjustments were also recognized in the amount of $5.8 million in association with the December 2020 St.
Lucie nuclear generation facility decommissioning study.

Total Liabilities, Deferred Inflows of Resources and Net Position

Total liabilities increased $227.4 million primarily due to the issuance of Series 2021A and 2021B Bonds in the
amount of $326.4 million, offset by scheduled maturities and the amortization of debt-related expenses for a net
change in long-term debt related liabilities of $209.8 million. In addition, fuel payables increased $10.7 million as a
result of rising fuel commodity prices along with margin advances received from fuel hedge derivative counter-
parties in the amount of $29.1 million as a result of unrealized market valuations. Offsetting these increased
liabilities was a decrease in benefit plan liabilities of $40.0 million as a result of current year actuarial contributions
and valuation changes.

Deferred inflows of resources increased $34.1 million as a result of a $34.4 million and a $32.0 million increase in
the valuation of unrealized fuel hedge derivatives and benefit plan investments. These increases were offset by the
Board approved usage of regulatory credits in the amount of $31.9 mitlion to offset generation facility expenses
including clean power plan costs,

Total net position increased $57.2 million, or 3.8 percent, as a result of prior year operations.






MANAGEMENT'S DISCUSSION AND ANALYSIS

M1Con e to2(
Changes in Net Position
Total operating revenues: Operating revenues increased $79.8 million, or 9.2 percent.

The largest portion of this change was driven by an increase in retail and resale electric fuel revenues which
increased $41.0 miltion or 18.0 percent as a result of market driven rising fuel commodity prices in the last quarter of
the fiscal year. As retail and resale electric fuel revenues are recognized at an equivalent amount of fuel and
purchased power costs, fuel reserves of $32.0 million were utilized to deliver on our customer price stability
commitment.

Retail energy revenues increased $27.1 million due to the waning effects of the pandemic on the commercial
customers, lower than anticipated uncollectible accounts and the impacts of the April 1, 2021 price neutral change
which reduced fuel revenues 7.8% with a corresponding ene _ 7 conservation and customer service fee change.

Resale energy revenues increased $1.8 million including the impact of a regulatory action to defer resale energy
revenues in the amount of $5.5 million in support of the Board approved Electric Integrated Resource Plan (EIRP) in
December 2020. The additional resale energy revenues that provided for the combined annual increase of $7.3
million were due to the waning effects of the pandemic in the St. Cloud service territory and the execution of a new
wholesale agreement.

Water revenues increased $3.6 million prima "/ driven by the 6.2% conservation focused price increase on April 1,
2021,

Other revenues include utility service revenues from chilled water, lighting and other ancillary energy services along
with service and user fee charges. In 2021, these revenues increased $6.3 million primarily due to the return to
normal demand post the initial impacts from the pandemic and the reinstatement of disconnect and late fees for
non-payment.

Total operating expenses: Operating expenses increased $54.7 million, or 7.4 per¢  t.

Fuel and purchased power increased $41.0 million due to rising fuel commodity costs particularly in the last quarter
of the fiscal year due to a wide range of pandemic related supply chain constraints coupled with increased natural
gas demand.

Operating expenses, excluding fuel and purchased power, increased $13.7 million primarily due to depreciation and
inventory reserve expenses in the amount of $12.0 milion in alignment with the Clean Energy Plan. In addition,
benefit costs increased $5.3 million due to an increase in health and wellness costs as a result of pandemic-related
limitations on non-emergency medical services. Offsetting these increased costs were lower emergency response
expenses of $7.3 million as a result of the expansion of the FEMA cost reimbursement coverage period related to
the COVID-19 pandem

Net non-operating expenses: Total net non-operating expenses increased $11.1 million due to the decrease in
investment gains and interest income in comparison to the prior year as a result of prior year one-time investment
opporiunities.

Special item expenses: Special item expenses in the amount of $13.9 million were recognized as a result of the
retirement of the MC3 and the Board approved regulatory action to systematically recognize these costs through
2024,

Contributions in aid of construction: Contributions in aid of construction increased $1.0 million as a result of
stronger than anticipated customer growth.












MANAGEMENT'S DISCUSSION AND ANALYSIS

In October 2020, in advance of the CUP reduction trigger date of October 1, 2023, OUC submitted a request to
renew the CUP at a withdrawal rate of 109.2 mgd for a second 20-year period. While alternative water supply
options continue to be pursued including the evaluation of the water supply resources from the lower-lower aquifer,
the completion of these options are still in process. OUC's renewal application includes a variety of additional
conservation measures to demonstrate OUC's commitment to water conservation including water price increases
focused on elevated tier pricing for high usage customers implemented in January 2022.

Financing

In 2019, regulatory and advisory bodies have identified flaws with the London Inter Bank Offer Rate (LIBOR) and as
of January 1, 2022 its use for new business was restricted. LIBOR settings will continue to be calculated using
panel bank submissions until mid-2023, after which they will permanently cease. OUC management has consented
to the fallback protocol to transition from LIBOR to the Secured Overnight Financing Rate (SOFR).

Regquests for information should be emailed tc o (407) 434-2727.






STATEMENTS OF NET POSITION

As of September 30

(Dollars in thousands) 2022 2021
Liabilities
Current liabilities
Payable from restricted and designated assets
Current portion of long-term debt $ 79,915 % 82,050
Customer meter deposits 62,054 60,019
Accrued interest payable on notes and bonds 27,462 28,756
Total payable from restricted and designated assets 169,431 170,825
Payable from current assets
Accounts payable and accrued expenses 197,628 116,636
Billings on behalf of state and local governments 23,858 21,731
Compensated absences and accrued wages 19,972 17,477
Accrued governmental payments 3,090 2,946
Hedging derivative instruments maturing within one year 1,205 —
Total payable from current assets 245,753 158,790
Total current liabilities 415,184 329,615
Other liabilities and credits
Asset retirement obligation and other liabilities 120,980 96,900
Lease liability 13,305 16,173
Pension and net other postemployment benefits liability — 48,023
Total other liabilities 134,285 161,096
Long-term debt, net
Bond and note principal 1,441,930 1,521,845
Unamortized premium 99,850 118,967
Fair value of derivative instruments — 4,385
Total long-term debt, net 1,541,780 1,645,197
Total liabilities 2,091,249 2,135,908
Deferred inflows of resources
Regulatory credits 155,042 201,064
Unrealized pension and other postemployment benefits gains 117,113 60,679
Accumulated increase in fair value of hedging derivatives 78,341 39,112
Lease revenue 14,900 15,474
Unameortized gain on refunded bonds 853 1,125
Total deferred inflows of resourc 366,249 317,454
Net position
Net investment in capital assets 1,239,258 1,244,769
Unrestricted 388,459 310,872
Total net position 1,627,717 1,555,641
Total liabilities, deferred inflows of resources and net position $ 4085215 $ 4,009,003

See Notes to the Financial Statements for additional information,







STATEMENTS OF CASH FLOWS

Years ended September 30

(Dotllars in thousands) 2022 2021
Cash flows from operating activities
Cash received from custome $ 993,021 § 898,750
Cash paid for fuel and purchased power (419,867} (247,423)
Cash paid for unit/department expenses excluding salaries and benefits (94,469) (62,381)
Cash paid for salaries and benefits {173,117) {185,062)
Cash (paid)/received for emergency response expenses {2,733) 12,492
Cash paid to other governments and taxes (58,956} (566,083)
Net cash provided by operating activities 243,879 360,293
Cash flows from non-capital related financing activities
Dividend payment (63,498) (61,831}
Build America Bond interest subsidy received 3,737 5,620
Net cash used in non-capital related financing activities {59,761) (56,211)
Cash flows from capital related financing activities
Utility plant, net of contributions in aid of construction (208,717) (223,910)
Debt interest payments (58,736} (52,765)
Collateral deposits — 15,146
Principal payments and refunding costs on lang-term debt (82,050) (96,251)
Debt issuances — 349,101
Debt issuance expense (1,023) (3,132}
Net cash used in capital related financing activities (350,526) (11,811)
Cash flows from investing activities
Proceeds from sales and maturities of investment securities 325,208 238,780
(Loss)/Gain on sale of investments {1,847} 1,803
Purchases of investment securities (391,699) (345,887)
Investments and other income received 17,393 14,868
Net cash used in by investing activities {50,945) (94,436}
Net (decrease)/increase in cash and cash equivalents {217,353) 197,835
Cash and cash equivalents - beginning of year 447,192 249,357
Cash and cash equivalents - end of year $ 229,839 % 447,192
Reconciliation of operating income to net cash provided by operating activities
Operating income 3 159,742  § 148,917
Adjustments to reconcile operating income to net cash provided by operating activities
Depreciation and amortization of plant charged to operations 165,405 161,113
Depreciation and amortization charged to fuel for generation and purchased power 3,690 2,602
Depreciation of vehicles and equipment charged to unit/department expenses 2,153 2,106
Changes in assets and liabilities
Increase in receivables and accrued revenue (39,039) (22,928)
(Increase)/Decrease in fuel and materials and supplies inventories (13,513) 16,459
Increase in accounts payable 85,240 38,733
{Decrease)/Increase in deposits payabie and liabilities (7,791 19,772
Decrease in stabilization and deferred credits (112,012} (6,481)
Net cash provided by operating activities $ 243,879 % 360,293
Reconciliation of cash and cash equivalents
Restricted and internally designated cash and cash equivalents 3 199,280 § 418,031
Unrestricted ca:  and cash equivalents 30,559 29,161
Cash and cash equivalents - end of year $ 229,839 § 447,192
Non-cash investing, capital and financing activities
Increase in donated utility plant assets 3 9,087 % 2,341
Decrease in fair value of investments 3 (26,367) $ (6,316)
Decrease in accounts payable retated to utility plant purchases 3 2888 $ 4,231
Decrease in fair value of retirement obligation asset $ — % (5,548)

See Notes to the Financial Statements for additional information.






STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION

Years ended September 30

(Dollars in thousands) 2022 2021
Additions
Contributions
Employer $ 18,811 § 20,358
Plan member 310 368
Total contributions 19,121 20,726
investment income, net of investment expense
Net (decrease)/increase in fair value of investments (130,667) 115,389
interest, dividends and other income 14,565 14,494
investment expense (4,343) {3,329)
Total investment income, net of investment expense {120,445) 126,554
Total additions {101,324) 147,280
Deductions
Benefit payments, including refunc’  of plan member contributions 43,905 41,101
Administrative expenses, net of foreign tax withheld 257 340
Total deductions 44,162 41,441
Net (decrease)/increase in fiduciary net position (145,486) 105,839
Fiduciary net position - beginning of year 714,834 608,995
Fiduciary net position - end of year $ 569,348 $§ 714,834

See Notes to Financial Statements for additional information.



