


NOTES TO THE FINANCIAL STATEMENTS

Note -L 1wg- 1L t{co inue "

Debt service requirements: Aggregate annual debt service requirements at September ”~ are presented below.
The schedule includes net receipts and payments on outstanding effective interest rate swap agreements and
interest subsidies anticipated on refundable tax credits. The Series 2008 and Series 2015B Bonds were reported
according to the scheduled maturity dates as management anticipates these bonds will remain outstanding.

Variable interest rates are included based upon budgeted projections and are assumed to remain static until
maturity. As these rates vary, actual interest payments on variable rate bonds and effective hedging derivative
instruments will vary in relation to these changes.

Federal interest

(Dollars in thousands) Principal Iinterest subsidy Total

2023 $ 74,875 % 54,364 % (3,737) % 125,502
2024 75,580 51,220 (3,737} 123,063
2025 75,805 47,441 (3,737) 119,509
2026 82,260 43,651 (3,737) 122,174
2027 82,965 40,619 (3,737) 119,847
2028-2032 307,585 172,959 (18,687) 461,857
2033-2037 332,450 113,090 (16,041) 429,499
2038-2042 264,815 44,901 “4: ) 305,470
2043-2047 145,595 9,076 — 154,671
Long-term debt 1,441,930 577,321 {57,659) 1,961,592
Current portion 79,915 52,870 (3,737) 129,047
Total debt $ 1,521,845 $ 630,191 $ {61,396} $ 2,090 /39

General bond resolution: All bonds outstanding were subject to the provision of this resolution for which some of
the key provisions are as follows:

* Rate covenant: The net revenue requirement for annual debt service has been set at 100.0 percent of
available funds plus net revenues at 125.0 percent of annual debt service.

= Conditions precedent: This test is limited to OU _ 3 certification that it meets the rate covenant.

* Flow of funds: There are no funding requirements; however, consistent with prior resolutions, OUC can
determine whether to fund a debt service reserve account on an issue-by-issue basis or internally designate
funds.

* System definition: QUC's system definition has been madified to utility sy 2m. This definition is a more
expansive definition to accommodate organizational changes and the expansion into new services.

* Sale of assets: System assets may be sold if the sale will not interfere with OUC's ability to meet rate
covenants. The net benefit of « )ital asset dispositions in excess of $0.5 million will be reinvested inio the
utility system or used to retire outstanding debt. As such, there are no assets piedged as collateral.

* Finance-related consequences and acceleration: There are no events of default or other termination
events with finance-related consequences or subjeclive acceleration clauses.

Refunded bonds: Consistent with accounting guidance, all refunded and defeased bonds are treated as
extinguished debt for financial reporting purposes and have been removed from the Statements of Net Position. The
proceeds secured from refunding tra actior are invested in United States Treasury obligations in irrevocable
escrow deposit trust funds. Each escrow deposit trust is str. " Jred to mature at such time as to provide sufficient
funds for the payment of maturing principal and interest on the refunded bonds. Interest earned or accrued on these
escrow funds has been piedged and will be used for the payment of the principal and interest on each respective
bond series.
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Background

OUC was exposed to various risks of loss related to torts, theft and d  truction of assets, errors and omissions and
naturat disasters. In addition, OUC was exposed to risks of loss due to injuries and itiness of its employees. These
risks were managed through OUC’s seif-insurance and third-party claims administration programs and recovery of
eligible costs through FEMA public assistance grants.

Third party coverage is available for liabilities, in excess of the self-insurance retention (SIR), for employee-related
claims, including health and wellness benefits and workers' compensation, as well as for general and vehicle claims,
which include but are not limited to slip, trip and falls, customer property damage from power surges and motor
vehicle accidents. QUC also retains third-party administrator s¢ ices for its health and wellness program and
workers' compensation coverages. OUC’s transmission and distribution systems are not covered hy property
insurance since such coverage is generally not available.

Under the self-insurance program, OUC was liable for all claims up to certain maximum amounts per occurrence. At
September 30, 2022 and 2021, the foliowing coverages were available:

Type of coverage QUC limits Third party limits

Health and weliness benefits $0.25 million per insured/year  125.0% of expected annual claims up to $2.0 miliion

Workers' compensation $0.5 million per occurrence $0.5 million to statutory limit

General and vehicle liability  $2.0 million per occurrence $2.0 million to $50.0 million and up to $10.0 million for directors

and officers, fiduciary responsibilities, and criminal activities
Liabilities
Liabilities associated with the health and weliness programs included amounts for claims that were incurred, but not
reported, based on actuarial information received in conjunction with OUC's annual State of Florida self-insurance
filing. For workers’ compensation claims, liabilities were determined based on past experience and the age and type

of claim. Liabilities associated with general and vehicle liability coverage were determined based on historic
information in addition to estimated costs for current pending claims,

Liabilities associated with OUC's self-insurance program at September 30 were as follows:

(Dollars in thousands) 2021 Payments, net Incurred claims 2022

Health and wellness benefits $ 2,440 § (20,479) 20,139 § 2,100
Workers' compensation 743 (444) 835 1,134
General and vehicle liability 369 {214) 222 377
Total 5 3,552 & (21,137) % 21,196 § 3,611
{Dollars in thousands}) 2020 Payments, net Incurred claims 2021

Health and wellness benefits % 2,226 % (23,754) $ 23,968 3 2,440
Workers' compensation 595 (359) 507 743
General and vehicle liability 367 (172) 174 369
Total $ 3,188 $ {24,285) § 24,649 % 3,552

The total of these liabilities is included in the Statements of Net Position under the heading of accounts payable and
accrued expenses.

Claims

It is the opinion of OUC's general counsel that OUC, as a statutory commission, may enjoy sovereign immunity
against tort claims under Section 768.28, Florida Statutes, in the same manner as a municipality, as allowed by
Florida Court of Appeals rulings. Under current case law, these rulings, and the Florida Statutes, QUC's limit of
liability for tort claims for general liability or vehicle liability is $0.2 million per claim or a total of $0.3 million for the
same incident or occurrence; greater liability can result only through an act of the Florida Legislature. Further. ire,
under applicable case law, sovereign immunity shall not be deemed to have been waived or the li 5 liability
increased as a result of obtaining or providing insurance in excess of statutory timitations.
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Power purchase

(Dollars in thousands) Fuel’ Transportation commitments 2 Total

2023 3 136,388 3 29,344 % 36,402 3 202,134
2024 97,622 29,525 45,839 173,086
2025 78,520 27,952 48,033 154,505
2026 41,807 25,617 46,986 114,410
2027 31,238 24,568 45,939 101,775
2028-2032 178,306 52,834 211,029 442,169
2033 - thereafter 866,783 23,004 221,023 1,110,810
Total $ 1.430.664 $ 212874 § 655,351 $ 2,298,889

" Variable pricing is included based upon the market price at September 30, 2022 and is assumed to remain static through contract expiration.
? Renewable energy purchase commitmenits are based on variables including capacity and projected power production.

Lease

QUC has entered into lease agreemenis whereby OUC obtains the right to the present service capacity of certain
assets without the transfer of ownership for periods greater than one year. These lease obligations are recorded as
a liability at present value using OUC'’s incremental borrowing rate unless otherwise noted in the lease terms and
are as foltows:

+ Land leases: Land leases have been secured to support the delivery of chilled water services at four sites.
These leases are aligned with chilled water customer service agreements, are payable either monthly or
annually and have iease terms ranging from 25 to 35 years. None of the leases contain provisions for
residual guarantees. Additionally, there are no other payments such as residual value guarantees or
termination penalties, not previously included in the measurement of the lease liability reflected as«  flows
of resources.

+ Vehicle leases: OUC leases a fleet of traditionally-fueled and electric vehicles ranging from passenger cars
to heavy duty trucks with lease terms up to 96 months. The monthly lease payments are based on straight-
line depreciation of the vehicle cost over its term. At the end of the term, QUC may elect to extend the lease
at the current monthly rental payment, purchase the vehicle at fair market value or return the vehicle. At the
end of certain vehicle leases, differences between the residual value of the vehicle, as determined under
the lease agreement and the proceeds received from the sale of the vehicle by the leasing company are
either returned to OUC if the proceeds are greater than the residual value or charged to QUC if less than
the residual value. There are no other payments such as termination penalties, not previously included in
the measurement of the lease liability refiected as outflows of resources.

* Other leases: OUC leases other equipment such as printers, office space, gas storage and monitor
equipment to support operations with terms that vary by lease. None of the leases contain provisions for
variable payments or residual guarantees. Additionally, there are no other payments such as residual value
guarantees or termination penalties not previously included in the measuren 1t of the lease liability
reflected as outflows of resources.

The principal and interest requirements to maturity for the land, vehicle and other leases for the subsequent fiscal
years ending September 30 were:

{Dollars in thousands) Principal Interest Total

2023 $ 2,987 § 261 § 3,248
2024 2,202 227 2,429
2025 1,528 203 1,731
2026 1,291 183 1,474
2027 1,019 164 1,183
2028-2032 3,715 587 4,302
2033-2037 3.055 202 3,257
2038-2040 495 12 507

Total $ 16,292 § 1839 $ 18,131
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All Requirements and Wholesale Power Supply Agreements

City of St. Cloud: In April 1997, OUC entered into an inter-local agreement with the City of St. Cloud (STC} to be
the all requirements electric provider, inciuding maintaining and operating STC's electric transmission, d  ribution
and generation facility rights and ownership interests. The term of the agreement commenced May 1, 1997 and, as
amended in February 2021, continues through September , 2042. In return, QUC’s commitment is to pay STC 9.5
percent of gross retail electric sales from STC customers billed during the second preceding fiscal year. QUC will
increase its commitment to pay 9.75 percent and 10.0 percent of gross retail electric billings in 2026 and 2032,
respectively.

Billed fuel and non-fuel revenues for the years ended September 30, 2022 and 2021, subject to the inter-local
agreements are included under the heading of resale electric revenues and were $105.1 million and $93.8 million,
respectively. Revenue-based payments recorded under the heading of payments to other governments and taxes
for the years ended September 30, 2022 and 2021 were $8.5 mitlion and $8.0 million, respectively.

City of Bartow: In October 2010, QUC entered into an inter-local agreement with the City of Bartow (Bartow) to
provide wholesale electric services sufficient to meet Bartow’s load requirements. The wholesale electric services
agreements, inclusive of extensions, expired on January 1, 2021. Billed revenues, included under the headir of
resale electric revenues, were $0.0 mitlion and $2.0 million for the years ended September 30, 2022 and 2021,
respectively.

City of Lake Worth: In February 2013, OUC and the City of Lake Worth (Lake Worth) initiated an agreement
whereby OUC would act as the administrator to provide wholesale electric and asset management services. The
term of the agreement began January 1, 2014 with the most recent extension exercised beginning January 1, 2019
for a six year period with an option to extend an additional year. Billed revenues, included under the heading of
resale electric revenues, were $18.8 million and $9.4 million for the years ended September 30, 2022 and 2021,
respectively.

City of Winter Park: In August 2013, OUC and the City of Winter Park (Winter Park) initiated an agreement
whereby OUC supplements Winter Park’s electric capacity and energy requirements. The term of the agreement
began January 1, 2014 with the most recent extension exercised beginning January 1, 2020 for a new seven-year
term. Billed revenues, included under the heading of resaie electric revenues, were $4.9 million and $3.0 million for
the years ended September 30, 2022 and 20 respectively. In addition, OUC and Winter Park have executed an
inter-local agreement whereby OUC and Winter Park may pursue additional joint projects for energy efficiency and
utility services.

City of Mount Dora: In April 2020, OUC and the City of Mount Dora (Mount Dora)} initiated an agreement whereby
QUC provides and delivers wholesale electric service and Mount Dora purchases electric energy and capacity
requirements necessary for Mount Dora to serve its load obligation. The term of this agreement began January 1,
2021 with a duration of seven years and the option of a three-year extension. Billed revenues, included under the
heading of resale electric revenues, were $6.3 million and $2.9 million for the years ended September 30, 2022 and
2021, respectively.

City of Chattahoochee: In April 2020, QUC and the City of Chattahoochee (Chattahoochee) initiated an agreement
whereby OUC provides and delivers wholesale electric service and Chattahoochee purchases electric energy and
capacity requirements necessary for Chattahoochee to serve its load obligation. The term of this agreement began
January 1, 2021 with a duration of seven years and the option of a three-year extension. Billed revenues, included
under the heading of sale electric revenues, were $2.3 million and $1.0 million for the years ended September 30,
2022 and 2021, respectively.

City of Lakeland: In January 2021, OUC and the City of Lakeland (Lakeland) initiated an agreement whereby QUC
provides and delivers wholesale electric service and Lakeland purchases electric energy and capacity requ  sments
as a “bridge” energy source in conjunction with Lakeland's decision to shutter MC3. The term of this agreement
began April 1, 2021 v 1 a duration of 33 months and an option to extend one year through December 31, 2024.
Billed revenues, included under the heading of resale electric revenues, were $16.1 million and $4.7 million for the
year ended September 30, 2022 and 2021, respectively.
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'c.2 L-Long-term Employee E 1efits (continue

Benefits are available to all employees who regularly work 20 or more hours per week and are detailed as follows:

Traditional Plan

Defined benefit: This benefit offering was closed on December 31, 1897 and provides benefits to all
employees hired prior to January 1, 1998 who did not elect to transition their pension plan interests to the
defined contribution pension plan. Under the provisions of this closed offering, benefits vest after five years
of service and are earned for up to a maximum service period of 30 years. Upon retirement, participants
who have attained normal retirement age receive a pension benefit equal to 2.5 percent of the highest three
consecutive years' average base earnings times years of employment. The normal retirement age of a
participant is the date at which the participant has attained age 62 and five years of participation in the plan.
A participant may retire with a reduced benefit at age 55 with a minimum of ten years of service. The benefit
reduction for early retirement is 1.0 percent per year for each year which precedes the normal retirement
date.

Benefit terms provide for annual cost of living adjustments (COLA’ ) each employee’s retirement benefit
subsequent to the employee’s retirement date. Future COLA increases, each January 1%, are based on the
net return on plan investments for the previous fiscal year as follows:

Net investment return COLA rate
Up to 4.0% —
Greater than 4.0% up to 8.0% 1.0%
Greater than 8.0% up to 12.0% 1.5%
Greater than 12.0% 2.0%

Non-pension postemployment benefits: Employees are also provided continued access to health and
wellness and life insurance coverage upon retirement on or after age 55 with at least ten years of service or
at any age after completing 25 or more years of service. Secondary health coverage is also available for
those retirees who are Medicare eligible. Costs associated with these benefits are fully subsidized for the
employee and partiaily subsidized for their dependents.

Hybrid Plan

Cash balance defined benefit: This benefit offering began on May 1, 2011 and provides benefits to all
employees hired on or after January 1, 1998 and those who elected to transition their pension plan
interests. Under the provisions of this plan, benefits vest after five years of service and are determined
based on a sliding pay credit scale using a combination of an employee's age and years of service at
September 30. Pay credits typically range from 5.0 percent to 12.0 percent and are earned annually. A
service credit is earned if an employee has worked 1,000 hours or more in the fiscal year. Benefits are
available at the earlier of an employee reaching age 62 with a minimum of five years of service or 30 years
of continuous service. Annually, pay credits earn interest based on the r  return on plan investments for
the previous fiscal year as follows:

Net investment return Interest credit
Up to 4.0% 4.0%
Greater than 4.0% up to 8.0% 5.0%
Greater than 8.0% up to 12.0% 5.5%
Greater than 12.0% 6.0%

Defined contribution benefit: This benefit offering began on January 1, 1998 and provides benefits to all
employees hired on or after January 1, 1998 and those who elected to transition their pension plan
interests. Under the provisions of this 401(a) plan, employees who regularly work 20 or more hours per
week are required to participate  h a contribution of 4.0 percent of their salary. Tt required contribution
is matched equally by OUC. Eligible employees may also voluntarily contribute up to an additional 2.0
percent of their salary to their account, which is also matched by OUC for employees completing seven
years of service. Employees are fully vested after one year of employment. On September 30, 2022 and
2021, the number of active employees enrolled in this pension benefit program were 1,089 and 1,063,
respectively. Total contributions for the years ended September 30, 2022 and 2021 were $11.6 million ($4.9
million employer and $6.7 million employee) and $11.1 million ($4.7 million employer and $6.4 million
employee), respectively.
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Long-term employee benefits liability: The following schedute presents the changes in net pension liability/asset
(NPL/NPA), total pension liability (TPL), total OPERB liability (TOL), and net OPEB liability/asset {NOL/NOA) at
September 30:

Qualified plan Non-qualified plan
Pension OPEB 415 Trust
(Dollars in thousands) 2022 2021 2022 2021 2022 2021
Total liability
Service cost $ 6820% 5814 % 1039 % 1,174 & 75 % 57
Interest on the total liability 35,816 36,079 8,620 9,936 80 82
Benefit changes — — — (438) — .
Difference hetween expected and actual experience (640) (2,073) {5,592) 2,899 (190) 27
Assumption changes 10,398 (9.708) (8,028) (24,688) 87 320
Benefit payments, including refunds of plan member
contributions (34,810}  (34,671) (6,291) (7.511) (168} (160)
Net change in total  ibilit 17,584 (4,559) (10,252) (18,628) {116) 326
Total liability - beginning of year 504,602 509,161 121,006 139,634 3,330 3,004
Total liability - end of year $ 522,186 $ 504,602 $ 110,754 § 121,006 $ 3,214 $ 3,330
Plan fiduciary net position
Contributions - employer $ 19173 § 22405 §$ 1,185 & 3682
Contributions - plan members 369 423 — —
Total investment income, net of investment expense 95,240 46,228 31,313 14,953
Benefit payments, including refunds of plan member
contributions (34,810)  (34,671) (6,291) (7.511)
Administrative expense (323) (242) (17) {17}
Net change in plan fiduciary net position 79 9 34,143 28,190 11,107
Plan fiduciary net position - beginning of year 459,909 425,766 149,086 137,979
Plan fiduciary net position - end of year $ 539,558 § 459,909 , 175,276 S 149,086
Net liability/(asset) - beginning of year $ 44693 $ 83,395 $ (28,080)% 1,655
Net (asset)/liability - end of year $ (17,372) § 446923 § (64,522) § (28,080)

The following schedule presents the long-term employee benefits liability and asset as reported in the Statements of
Net Position for the years ended September 30:

(Dollars in thousands) 2022 2021
Pension plan
Total pension liability $ 522,186 3% 504,602
Net position 539,558 459,909
Net pension (asset)/liability (17,372) 44 693
415 Trust
Total pens  liability 3,214 3,330
Pension {as: fiability $ (14,158} § 48,023
OPEB plan
Total OPEB liability $ 110,754 & 121,006
Net position 175,276 149,086
- Net OPEB asset $ {64,522) $ (28,080)

Actuarial methods and assumptions used to measure TPL, NPL/NPA and NOL/NOA: The TPL, NPL/NPA and
NOL/NOA as of September 30, 2022 and 2021 were measured as of September 30, 2021 and 2020, respectively.
Since the measurement date and valuation date are the same, no update procedures were used to roll forward the
TPL and TOL from the valuation date to the measurement date.

The measurements of the TPL and TOL were determined by an independent actuary in accordance with the
American Academy of Actuaries Interpretations, and there were no deviations from the guidance in the Actuarial
Standards of Practice in the selection of assumptions used to determine the TPL and TOL and related measures.
Annual actuarial amounts for reporting were calculated using the entry age normal cost method.
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Discount rate: The discount rate used to measure the TPL and TOL was 7.00 percent and 7.25 percent, valued as
of September 30, 2021 and 2020, respectively. The projection of cash flows used to determine the discount rate
assumed that employee contributions would be made at the urrent contribution rate and that future employer
contri  tions would be made at rates equal to the difference between actuarially determined contribution rates and
the employee rate. Based on these assumptions, the fiduciary net position for both plans was projected to be
available to make all projected future benefit payments of current active and inactive employees. Therefore, the
long-term expected rate of  urn on plan investments was applied to all pericds of projectied benefit payments to
determine the TPL and TOL.

The TPL for the non-qualified plan as of September 30, 2021 and 2020 was calculated using a municipal bond rate
of 2.19 percent and 2.41 percent, respectively, as reported in Fidelity's “20-Year Municipal GO AA Index” as
reported on the last business day of the month of the measurement date.

The following presents the sensitivity of the NPL/NPA, NOL/NOA and TPL calculations to a 1.0 percent increase and
a 1.0 percent decrease in the discount rates and medical cost assumption rates used © measure the TPL and TOL
at Sei - mber 30;

Net pension liability/ Net OPEB liability/ Total pension liability
{asset) {asset) 415 trust
(Dollars in ousands} 2021 2020 VRN | 2020 2021 2020
Discount rate $ (17.372)§ 44693 (64,522) §  (28,080) § 3214 § 3,330
1.0 percent decrease % 28,905 $ 89,856 (53,014) % (15246) % 3,667 § 3,783
1.0 percent increase $ (57.563) % 5510 (74,311 % (38,968) % 2,850 § 2,962

(64,522) $  (28,080)
(74,954) $  (39,757)
(52,262) % (14.313)

Medical cost isumption rate
1.0 percent decrease
1.0 percent increase

3 9 & LE -~

Pension and OPEB expense, deferred outflows of resources and deferred inflows of resources: QUC
recorded a credit of $8.4 million and a debit of $6.7 million i nension expense and $0.4 million and $0.5 million in
non-qualified pension plan expense for the years ended September 30, 2022 and 2021, respectively. OUC also
recognized credits of $19.5 million and $12.4 million in OPEB expense. Credit expenses for pension and OPEB
were subsequently offset in accordance with Board approved regulatory actions {see Note G) with pension
expenses recognized at an amount equivalent to the annual member service costs and OPEB expenses fully offset.

The following schedule presents information about the postemployment benefit-related deferred outflows of
resources at September 30:

Pension OPEB
(Dollars in thousands} 21 2021 2022 2021
Deferred outflows of resources
Pension and OPEB plans
Empioyer's contributions to the pilan after measurement of NPL $ 17678 § 19173 $ 1133 % 1,185
Changes in assum ans 8,635 — — —
Differences between expected and actual experience 2,282 4,309 1,964 2,432
Subtotal pension and OPEB plans 28,595 23,482 3,097 3,617
415 Trust
Benefit payments 152 168 — —
Changes in assumptions 160 341 — —_
Differences between expected and actual experience 14 60 — —
Subtotal 415 Trust 326 569 —_ —

Total deferred outflows of resources $ 28921 % 24051 § 3097 § 3,617









