CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This Summary of Significant Accounting Policiespsesented to assist the reader in interpreting the financial
statements. The policies are considered essential and should be read in conjunction with the accompanying
financial statements.

The accounting policies of the City of Gainesville, Floridae (City) conform to generally accepted accounting
principles (GAAP) as applicable to governmental units. This report, the accounting systems and classification of
accounts conform to standards of the Governmental Accounting Standards Board (GASB)

Gainesile Regional Utilities(GRU or the Utility) is a combined municipal utility system opergtelectric, water,
wastewaternatural gas and telecommunications utilities. GRU usildy enterprise of the City ani$ reported as

an enterprise fund of theig. GRU is requiredto follow the provisions in the Secoméimended and Restated
Utilities System Revenue Bond Resolutidhe(Resolution) adopted by the City &eptember 21, 2017 GRU’ s
electric and gas accounts are maintained substantially in accerdatin the Uniform System of Accounts of the
Federal Energy Regulatory Commission (FERC), as required by the Resolution, and in conformity with accounting
principles generally accepted in the United States of America using the accrual basis of acdachtdigg the
application of regulatory accounting as described in Governmental Accounting Standards Board (GASB) Statement
No. 62- Codification of Accounting and Financial Reporting Guidance Contained iFN@rember 30, 1989 FASB

and AICPA Pronouncemés

GRU prepares its financial statements in accordance with GASB Statemes, Maragraphs 47800, Regulated
Operations and records various regulatory assets and liabilities. For a government to report under GASB Statement
No. 62, its rates mugie designed to recover its costs of providing services, and the utility must be able to collect those
rates from customers. If it were determined, whether due to regulatory action or competition, that these standards no
longer applied, GRU could be reqedrto expense its regulatory assets and liabilities. Management believes that GRU
currently meets the criteria for continued application of GASB Statemen®2Ndout will continue to evaluate
significant changes in the regulatory and competitive enviemmo assess continuing applicability of the criteria.

The Resolution specifies the flow of funds from revenues and the requirements for the use of certain restricted and
unrestricted assets. Under the Resolution, rates are designed to cover op@iatinaintenance expenses, rate
stabilization, debt service requirements, utility plant improvement fund contributions, and for any other lawful
purpose. The flow of funds excludes depreciation expense and certain othmrshomevenue and expense items.

This method of rate setting results in costs being included in the determination of rates in different periods than
when these costs are recognized for financial statement purposes. The effects of these differences are recognized in
the determinatonaf per at ing income in the period that they occur

(A) Reporting Entity

The City is a Florida municipality established by the Laws of Florida, Section 12760, pursuant to the authority provided
in Chapter 165, Brida Statutes, and is governed by an elected seven member Commission. It provides most of the
traditional municipal services to its citizens including police and fire protection, community development, streets,
recreation, parks, cultural affairs, andhet general government activities. It also operates transit, stormwater, golf
course, building code enforcement, solid waste, water, wastewater, natural gas distribution, telecommunications and
electric utility enterprises.

As required by generally aepted accounting principles, the accompanying financial statements present the City as a
primary government and its component units, entities for which the City is considered financially accountable. The
component units are included in the reporting pHit@cause of the significance of their operational relationship with
the primary government. A primary government is financially accountable for the organizations that make up its legal
entity. It is also financially accountable for legally separatenirgtions if its officials appoint a voting majority of the
organization’s governing body and either 1t is able to
organization to provide specific financial benefits to, or to imposeifgpdinancial burdens on, the primary
government. The primary government may also be financially accountable for governmental organizations that are
fiscally dependent on.it
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CITY OF GAINESVILLE, FLORI DA
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September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(A) Reporting Entity (Concluded)

BlendedComponentUnit - A legally separate engitthe Community Redevelopment Agency (CRA) was created

by ordinance othe Cityto carry out community redevelopment within the City of Gainesville under Chapter 163 of

the Florida StatutesThe City Commissiosits as the boardf this organization and gpovesits budget. The CRA

is reported as ift were a part of the Citpecauseghe City Commission is itgoverning bodyand because of the

existence of a financial benefit/burden relationshithe CRA s operating fund and four 1
project fundsare reported as separaten-major governmental fursd This organization has a September 30 year

end. Separate financial statements ofGRA are preparednd are available by contacting the City at PO Box 490,

MS 14, Gainesville, Florid82627

Disaetely Presented Component UnitThe Gainesville Enterprise Zone Development Agency (GEZA}
created by ordinance of the City to carry out community redevelopment within the City of Gainesville under
Chapterl63 of the Florida StatutesThe City Commission appoints the boawéithis organization and approves its
budget. Tis organization la September 30 yeand. Sepate financial statements of this agerang not
prepared.

The following entities are not included in the accompagyinancial statements:

Gainesville Housing Authority (GHA-GHA is a public housing authority (dependent special district) created under

Section 421.04 of the Florida StatutesThe GHA is cosidered a related organizatidrecause the City is
responsibldé or appointing a voting majority of GHA’s board m
the GHA.

GainesvilleAlachua County Regional Airport Authority (GACRAAGACRAA is an independent special district
created for the purpose of providingpert services for citizens of Gainesville and Alachua County, Florida and
surrounding areas. GACRAA is considered a related organization because the City is responsible for appointing a
voting majority of GHERNdrotfinabalyuaccountabde fob GACRAA.

The only jointventure in which the City participated in fiscal ye2018 was Gainesville RegiondUt i 1 i t i e s’
investmenin The Energy Authority, which idescribed iNote 15.

(B) GovernmentWide and Fund Financial Statements

The governmentvide financial statements (i.@he statement of net positi@md the statement of activities) report
information on all of the nofiduciary activities of the primary government and its component.ukits the most
part, theeffect of interfund activity has been removed from these statemeotsever, interfund services provided
and used are not eliminated in the process of consolidaG@vernmental activities, which are normally supported
by taxes and intergovernmentalvesues, are reported separately from busihgss activities, which rely to a
significant extent on fees and charges for servidékewise, the primary government is reported separately from
thelegally separate component units for which the primaryegawent is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenuesDirect expenses are those that are clearly identifiable with a speaifatidn or

segment Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meting the operational or capital requirements of a particular function or segment. Taxes or other
items not properly included among program revenues are reported as general revenues.
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CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statemets
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(B) GovernmentWide and Fund Financial StatementgfConcluded)

Separate financial statements are provided for governmental funds, proprietary funds, and fidnd&rgven
though the latter are excluded from the governmvéde financial statementdMajor individual governmental funds
and major individual enterprise funds are reported as separate columns in the fund financial statements.

Governmental Fundsarethose through which most governmental functions of the City are financed. The

acquisition, use and balances of the City’s expend:

those accounted for in proprietary or fiduciary funds) are aceduiot through governmental funds. The
following are the City’s governmental fund types:
m General Fund

Special Revenue Funds

Debt Service Funds

Capital Projects Funds

Proprietary Fundsar e wused to account f or htare similériotthoSeoftem n g oi n g
found in the private business sector. The followin

m Enterprise Funds
m Internal Service Funds

Fiduciary Funds are used to account for assets held by the City in a trustee capacity or as an agent for

individuals, private organizations, other gover nmer

type includes:
m  Pension and Other PeBmployment BenefifOPEB) Trust Funds

(C) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The governmentvide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as arephaprietary funds and pension and OPEB trust funds within the fiduciary fund
financial statementsRevenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows.

Governmentafund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accountingevenues are recognized in the accounting period in which they become
measurable and available to finance expemes of the fiscal periodMeasurable refers to the ability to quantify in
monetary terms the amount of the revenue and receivabigilable means collectible in the current period or soon
enough thereafter to be used to pay liabilities at the baldwest date For this purpose, the City considers revenues

to be available if they are collected within 60 days of the end of the current fiscal. p&iogerty taxes are
recognized as revenues in the year for which they are le@eants and similaréms are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been Mansfers are recognized in the
accounting period in which the interfund receivable and payable ariSgenditures are recognized in the
accouning period in which the related fund liability is incurred, if measurable, except for unmatured principal and
interest on longerm debt.

Material revenues in the following categories are considered susceptible to accrual because they are both measurable
and available to finance expenditures of the current period:

Ad Valorem Taxes Intergovernmental Revenue

Sales andrranchise Taxes Interest Earned

Interest and investment income earnilags recognized when earned and allocated monthly based on eadh’ fu
equity in the pool.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(C) Measurement Focus, Basis of Accounting, and Financial StatemeRtesentation(Concluded)

The following governmental fund revenues are not considered susceptible to accrual because they are not both
measurable and available to finance expenditures of the current period:

Fees Licenses and Permits

Miscellaneous Charges Rents and Concessions

The City reports one major governmental fund:
The General Fundi s t he City’s primary operating fund. I
associated with governments except those accounted for in another fund.

The City rgports one major proprietary fund:
TheUtility Funda c counts for the activities of (didtdbutighi ty’ s e
operationsas well as its water, wastewater, natural gas transmission, and telecommunications operations.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated resources
are reported ageneral revenues rather than as program revehilesvise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses freopaiaiing items. Operating revenues and

expenses generally result from providing seesi and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The
charges to customers for sales and services. The principal operating refvenues t he City’s interna
related to general insurance and fleet management are charges to other funds for sales and-senviedsternal

service fund related to health insurance, the principal operating revenues are employer aneeeroplojputions.

Operating expenses for enterprise funds and internal service funds include the cost of sales and service,
administrative expenses, depreciation on capital assets, and benefit@paielenues and expenses not meeting

this definitionare reported as newperating revenues and expenses.

The City uses internal service funds for fleet acquisition and maintenance as well-iasusatice for health
insurance and general liability insurance.

For purposes of measuring the net pensiahother posemployment benefits (OPEHBabilities, deferred outflows

of resources and deferred inflows of resources related to persion®PEB and pensiorand OPEBexpense,
information about the fiduciary netopition of the General EmploygePensionPlan the Consolidated Police

Of fi camdrFirf i ght er s’ R and the OREB Plaran® additions to/deductions from fiduciary net
position have been determined on the same basis as they are reported in the related separately issued plan
statemets. For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.

(D) Receivables

Activity between funds that anepresentative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either “due to/ from ot
“advances to/ fr om ecurdend portdfi af mtdrRirid logans) Any residual bakances outstanding

between the governmental activities and bushigss activities are reported in the governmeide financial

113 2

statements as internal balances.
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CITY OF GAINESVILLE, FLORIDA
Notes b Financial Statements
September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(D) ReceivableqConcluded)

Advances between funds, as reported in the fund financial statemertlssiied as nospendable fund balance

in applicable governmental funds to indicate that they are not available for appropriation and are not expendable
available financial resources.For the most part, receivables and the related revenues are recognized when
determined and billed either for services rendered, grant entitlements, or reimbursements due, or otherwise
measurable and available. Utilities service receivables are recorded-anglefar services rendered but unbilled.

They are calculated by prorating cycle billings subsequeStfsember 32018, according to the number of days
applicable to the current fiscal year.

(E) Inventories

The City accounts for its General Fusdpplyinventoryat cost, (FIFOu s i ng t he “con Otheipt i on
supply inventoriesre stated at @b using the weighted avage unit cost methodinventories held for resale are
reported at the lower of cost or marké€bsolete and unusable materials and supplies are expdngeldstocks in

the electric system, which are stated using the weightedhge unit cost method, are recorded as inventory when
purchased. The cost of fuel used for electric generation is charged to expense as consumed.

(F) Capital Assets

Capital assets, which include propentility plant, general plantequipment, andnfrastructure assets (e.g., roads,
sidewalks,and similar items) are reported in the applicable governmental or buipesactivities columns in the
governmentide financial statementCapital assets, other than those recorded in the Utility fuadjefined by the
City as assets with an initial, individual cost of more thao@ and an estimated useful life in excess of one year.
Utility fund general plantapital assets are defined as assets with an initial, individual cost of more thana$@ %00
useful life in excess of more than one yeBline Utility fundhas no capital threshold for utility plant assets.

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not available.
Donated cajpal assets are valued at their estimateduisitionvalue on the date donated@he costs of capital assets
include material, labor, vehicle and equipment usage, related overhead items, capitalized interest, and certain
administrative and general expessd he costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend asset lives are not capitalized.

Property, plant, and equipment of the primary government is depreciated using the straight line method over the
following estimated useful lives:

Buildings 20 to 50 Years
Improvement Other than Buildings 20 to 30 Years
Infrastructure- Roads, Curpand Gutter 50 Years
Infrastructure- Roads, NorCurb, and Gutter 25 Years
Infrastructure- Sidewalks 50 Years
Infrastructure- Bike Paths 25 Years
Equipment 510 20 Years
Stormwater System 50 Years
Streetscape 25 Years

Depreciation of utility plant is computed using the straigi# method over estinbad service lives ranging froth
to 86 years. The overall depreciation rate \Ba&4% for the period ending September 30, 2018.
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CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(F) Capital Assets(Concluded)

The City has elected to report infrastructure acquired prior to October 1, 1979, in addition to complying with the
requirement to report infrastructure acquired subsequent to that date.

Major outlays for capital assets and impements are capitalized as projects are constructedallowance for

interest on borrowed funds used duricwnstructionof $1.7 million for the year ended September 30, 80d/ias

included in construction in progress and as a reduction efesit expense. These amounts are computed by
applying the effective interest rate on the funds borrowed to finance the projects to the monthly balance of projects
under construction. The effective interest rate was approxin@&dyfor fiscal year 208.

When units of depreciable property are retired, the original cost and removal cost, less salvage, are charged to
accumulated depreciation.

(G) Long-Term Obligations

In the governmenwide financial statements, and proprietary fund financial statemiemgterm debt and other
long-term obligations are reported as liabilities in the applicable governmental activities, biygieeastivities, or
proprietay fund statements of net positioBond prenums and discountare deferred and amortized ovbe tife

of the bonds Losses resutg from the refunding of bads are deferred and amortized over the remaining life of the
old debt or the life of the new debt, whichever is shorter.

Historically, in the governmerwide and proprietary fund statementhe City accounted for debt issuance costs as
assetsaand amortized them over the life of the related déhirsuant to GASB Statement No. &&ms Previously
Reported as Assets and Liabilitiegse City was required to expense these costs in theryedrich the costs were
incurred and to restate beginning balanite2014to reflect the retroactive application of this statement. GRU
elected to follow GASB Statement No. 62, paragraphs305 Regulated Operationgndestablished aegulatory
assefor the debt issuance costs that otherwise would have been expensed

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current peridche face amount of debt isili is reported as other financing sources
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing usdssuance costs are reported as debt service expendikoesas noted above

(H) Futures and Options Contracts, Derivatives andeferred Charges/Credits

GRU conducts a risk management program with the intent of reducing the impact of fuel price increases for its
customers. The program utilizes futures ations contracts that are traded on the New York Mercantile
Exchange (NYMEX) so that prices may be fixed or reduced for given volumes of gas that the utility projects to
consume during a given production month. This program is based on feedback andditac f r om GRU’ s
Oversight Committee, consultation and recommendations from reputable risk management sources, and close
monitoring of the market.

(I Deferred Outflows of Resources

A deferred outflow of resources repretsea consumption of nessetshat applies to a future period and will not be
recognized as an outflow of resources until that future time.

Unamortized loss on refunding of bonds
Losses on refunding of bonds have been deferred. These amounts are being amortized ovef the &ifd debt
or the life of the new debt, whichever is shorter.
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CITY OF GAINESVILLE, FLORIDA
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(I) Deferred Outflows of ResourceqConcluded)

Accumulated decrease in fair value of hedging derivatives

GRU has two types of hedging instruments: interest rate swap agreements and natural gas hedges. Each is
associated with an item that is eligible to be hedged. For effdatiging transactions, hedge accounting is applied

and fair market value changes are recorded on the statement of net position as either a deferred inflow of resources
or a deferred outflow of resources until such time that the transaction ends.

Pension ad OPEB related

Increases in the net pension and OPEB liability resulting from changes of assumgiffenences between
projectedand actual earnings on plan investmeatsd differences betweenxpected and actual experience with
regard to economic orethographic factors in the measurement of total pension and OPEB liability are reported as
deferred outflows of resourcds, be recognized as an increase in expense as disclosed i&-NB&tirement Plans

and Note 6- Other Postemployment Benefits Plan.

(J) Deferred Inflows of Resources

A deferred inflow of resources represeiin acquisition of netssetghat applies to a future period anterefore
will not be recognized as an inflow of resources until that future time.

Rate stabilization

GRU designs its rates to recover costs of providing services. In order to stabilize future rate increases or decreases,
GRU determines a rate stabilization amount to be charged or credited to revenues on an annual basis. These
amounts are reflected as incsea or decreases in deferred inflows

Business taxes not yet earned
Business taxes are due to the City on October 1 for the fiscal year beginning that day. Payments received prior to
that date are recorded as a deferred inflow of resources.

Pension andOPEB related

Decreases in the net pension and OPEB liability resulting from changes of assumptions, differences between
projected and actual earnings on plan investments, and differences between expected and actual experience with
regard to economic or dergraphic factors in the measurement of total pension and OPEB liability are reported as
deferred inflows of resources, to be recognized as a decrease in expense as disblotes irRetirement Plans

and Note 6- Other Postemployment Benefits Plan.

(K) Contributions in Aid of Construction

Capital contributions to the electric and gas systeres recognize@srevenuesand subsequently expensed in the
same period for capital contributions that will not be recovered in rates in accordance with GAgigtate. 62

— Cadification of Accounting and Financial Reporting Guidance Contained iAN@reember 30, 1989 FASB and
AICPA Pronouncements

Capital contributions to the water, wastewater, and GRUCom systasngell as to other proprietary funds of the

City, are recognizeds revenues in the periods received. Depreciation on these assets is recorded on-knstraight
basis over thestimatedives of the assets.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(L) Hedding Derivative Instruments

GRU records fuel and financial related derivative instruments in accordance with GASB Statement No. 53,
Accounting and Reporting for Financial ariderivative Instruments All effective derivative instruments are
recordedas either an asset or liability measured at fair market value. All ineffective derivative instruments are
recorded as a regulatory asset.

Changes in the fair value of the hedpiderivative instruments during the year are recorded as either deferred
outflows or deferred inflows and are recognized in the period in which the derivative is settled. The settlement of
fuel and financial related hedging derivative instruments areided as a part of fuel costs and interest expense,
respectively, in theéStatements of Revenues, Expenses, and Changes in Fund Net Rositibe Statement of
Activities.

(M) Compensated Absences

The City’s policy 1is t e vadatioand sick pay. tThedimitatiors of vacatgon tome is e mp 1 o
governed by the period of employment and is deter minabl
of service at the time of retirement for the purpose of computing retiremegtfitbesr, in some cases, received

partially in cash upon election at retirement. The resulting liability is not determinable in advance, however. All
vacation pay and applicable sick leave pay is accrued when incurred in the govevideesmhd propriety fund

financial statementsFor governmental activitiethese liabilities argenerally liquidated by thgeneralfund.

(N) Risk Management

The City is exposed to various risks of loss related to theft of, damage to, and destruction of assesderrors
omissions, injuries to employees, and natural disasters. The City maintains a General Insurance Fund (an Internal
Service Fund) to account for some of its uninsured risk of loss. Under the current program, the Citpdarself

f or wo r k asation, auto,candpgeneral liability. Thigda r t y coverage 1is currently
compensation claims in excess of $350,08@ttlements have not exceeded insurance coverage for each of the last
three years.Liabilities are reported wher is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported (IBNRS),
and are shown at current dollar value.

All funds other than the Uttly Fund participate in the general inaace program.Risk managemerntisurance

related activities of the Utilitfrund are accounted for within the Utility Fund. The Utility Fund purchases plant and
machinery insurance from a commercial carrier. Theree been no significant reductions in insurance coverage
from that in the prior year and settlements have not exceeded insurance coverage for the fissatlyeses. In
addition, an actuarially computed liability of $3,337,000 is recorded in thigyURund as a fully amortized deferred

credit. The present value calculation assumes a rate of return of 4.5% with a confidence level of 75%. All claims

E}

for fiscalyear208we r ¢ paid from current year’s revenues.

Changes in t he [labilitylfor theylastiwo yedrs are as followsm s

Beginning End
of Fiscal of Fiscal
Year Year
Liability Incurred Payments Liability
20172018 $ 3,337,000 $ 1,729,406 $ (1,729,406) $ 3,337,000
20162017 3,337,000 2,253,000 (2,253,000 3,337,000
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(N) Risk Management(Concluded)

There is alaims liability of $,854,000ncludedin the General Insurance Fund as the result of actuarial estimates.

Changes in the General Insurance Fund’s c¢claims liabilifH

Beginning End
of Fiscal of Fiscal
Year Year
Liability Incurred Payments Liability
20172018 $ 6,854,000 $ 3,861,445 $ (3,861,445 $ 6,854,000
20162017 6,854,000 2,466,244 (2,466,243 6,854,000

The City is also selinsured for its Employee Health and Accident Benefit Plan Rlaa). The Plan is accounted

for in an Internal Service Fund and is externally administered, for an annually contracted amount that is based upon
the volume of claims processed. Contributions for City employees and their dependents are shared barttie City
the employee. Administrative fees are paid primarily out of this fund. -IBsspinsurance is maintained for this
program at 300,000 per individual. No claims have exceeded insurance coverage in the last three years.

Changes inlaims liability for the last thregears are as follows:

Beginning End
of Fiscal of Fiscal
Year Year
Liability Incurred Payments Liability
20172018 $ 1,310,671 $ 23,412,606 $ (23,412,605 $ 1,310,671
20162017 1,310,671 21,883,325 (21,883,325 1,310,671

These claims liability amounts are all considered to be due within one year and are classified as current liabilities in
the accompanying financial statements.

(O) Interfund Activity

During the course of normalperations, the City has various nAatiprocal interfundactivities Following is a
summary of the accounting treatment applied to such interfund transactions:

Reimbursement Transactiehfkeimbursements from one fund to another are recorded as expesditigxpenses
in the reimbursing fund and as reductions of expenditures or expenses in the fund that is reimbursed.

Transfers—Interfund transfers affect the results of operations in the affected.fukigxample is the payment to
the General Fund fromhe Utility Fund.

(P) Property Taxes

Ad valorem property tax revenue is recognized as revenue in the fiscal year for which taxes are levied, measurable
and available. Only property taxes ealled within 60 days after yeand are recognized as revenue. The total
millage levy is assessed 4t7474mills per $1,000 Taxes are levied and collected according to Florida State
Statutes under the following calendar:

39



CITY OF GAINESVILLE, FLORIDA
Notes to FinancialStatements
September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(P) Property Taxes(Concluded)

Lien Date January 1
Levy Date October 1
Due Date November 1
Delinquency Date April 1

The AlachuaCounty TaxCollector(the Tax Collectorpills and collects ad valorem taxes for the City. State Statutes
provide for tax discounts for installment prepayments or full payments before certain dates. Installment prepayment
dates and discounts of each installmentefonrth of estimated taxes) are: June -36%, September 30 4.5%,
December 31 3% and March 310%. Full payment dates and discounts are: Novembed 3§ December 313%,

January 3% 2%, February 28 1% and March 31 0%. The Tax Collector reitsi current taxes collected to the City
several times a month during the first two months of the collection period. Thereafter, remittances are made to the City
on a monthly basis.

(Q) Revenue Recognition

Revenue is recorded as earn€RU accrues for services rendered but unbilled, which amounted to approximately
$16,427,280or fiscal year 208.

Fuel and purchased gas adjustment levelization revenue is recognfeetiasd fuel related expensae incurred.
Amounts charged to stomers for fuel are based on estimated coStRU establishes this fuel and purchased gas
adjustment charge based on ordinances approved by the City Commi$sienamount recovered through billings
exceeds actual fuel expenses, GRU records the gxillimgs as a liability. If the amount recovered through
billings is less than actual fuel expenses, GRU records the excess fuel expense as a retletiabify or as an
asset. A fuel and purchased gas adjustment levelization accouttlized to stabilize the monthly impact of the
fuel and purchased gas adjustment charge included in customer billings.

The following table represents total revenues and expenses associated with the fuel and purchased gas adjustment
and the subsequent imgt on the fuel and purchased gas levelization balance as of Septembei830, 201

Fuel Purchased Gas
Adjustment Adjustment Total
Revenues $ 102,559,336 $ 6,916,481 $ 109,475,817
Expenses (99,281,397) (7,842,044) (107,123,441
To (from) Levelization Account 3,277,939 (925,563) 2,352,376
Levelization Account Beginning Balance (5,588,054) 858,737 (4,729,317
To (from) Levelization Account 3,277,939 (925,563) 2,352,376
Levelization Account Ending Balance $ (2,310,115) $ (66,826) $ (2,376,941

(R) Budgetary Information

The City has elected to report budgetary comparisons as required supplementary informatioRIgRS# refer to
the accompanying notestotReS 1 for the City’s budgetary information.

(S) Statement of Cash Flows

For purposes of the Statement of Cash Flows, cash equivalents are defined as all liquid investments with an original
maturity of three months or less. These include cash on ban#t, demand accounts, and overnight repurchase
agreements
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued

(T) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates that affect the reported amounts of assets and liabilities and
disclosure of contingent assetsdambilities at the date of the financial statements, and the reported amount of
revenue and expenses during the reporting pedatual results could differ from those estimates.

(U) Rates and Regulation

GRU is regulated by the Gainesville CiBommissiontheCi t y Commi s si on) and GRU’s ra
accordance with the Resolution. Each year during the budget process, and at any other time deemed necessary, the
City Commission approves base r aemehaigdsasapplicablea nd ot her ¢

The Florida Public Service Commission (PSC) dlheys not r
do, however, have jurisdiction ovifrerate structure for the electric system.

(V) Eund BalancéNet Position

FundBalance

Governmentafunds report fund balance in classifications based primarily on the extent to which the City is bound
to honor constraints on the specific purposes for which amounts in the fund can be Epedtalances for
governmerdl funds are comprised of the following:

m  Non-Spendable-includesamounts that are (a) not in spendable form, or (b) legally or contractually required to
be maintainedintactf he “not in spendable form” critcanveded i ncl ud
to cash, for example: inventories, prepaid amounts andtrng note receivables.

m Restricted-includesamounts that can begent only for the specific purposes stipulatgdexternal resource
providers, constitutionally or through enablingigtion. Restrictions may effectively be changed or lifted
only with the consent of the resource provider.

m  Committed—includes amounts that can only be used for the specific purposes determined by a formal action of
the City’s hi g hmaking autherityeFbrmad actions énclude ardinances (for more permanent
regulations) and resolutions (for shorter term actions) apprbyetie City Commission. @inancesequire
two readings for approval and therefore are technically considered théimdimg. This formal action must
occur prior to the end of the reporting period, but the amount of the commitment may be determined in the
subsequent period.

m Assigned—comprisel of amounts intended to be used by the City for specific purposes thateiher
restricted nor committedintentis expressed by a body (for example a budget or finance committee) or official
to whom the City’s Commission has delegated t.he auth:
The City Commission hagelegated such authority to the City Manager.

m Unassigned-is the residual classification for the General Fund and includes all amounts not contained in the
other classificationsUnassigned amousiaire technically available for any purpodgnassigned-und Balance
also includesthe negative fund balance of Special Revenue Funds due to expenditures incurred exceeding the
amounts restricted, committed and assigned.

Encumbrance accounting, under which purchase orders and other commitments for expenditteesrded in
order to reserve that amount of the applicable approprjiai@mployed in the governmental funds. Encumbrances
are not the equivalent of expenditure&ncumbrances are reported as restricted, committed, or assigned fund
balance at yeaend, depending on the level of constraamd are reappropriated the following year.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(V) Eund BalancéNet Position(Concluded

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple fund
balance classifications, fund balance is generally depleted in the drdestdcted, committed, assigned and
unassigned.

Restricted Net Position

In the accompanying governmewti de and proprietary f uresristed net positiole me nt s o
subject to restrictions be y dsneithertettesnallimpoget {for instance,rby 1 . T
creditors, grantors, contributors, or laws and regulations of other governments) or is imposed by law through
constitutional provisions or enabling legislation.

When both restricted and unrestricted resources e available for us e, it is t he
resources first, and then unrestricted resources as they are needed.

Reserve Policy

The City Commissioradopteda General Fund Reserve Policy to enstive generalgo ve r n me nt ’ogisiom r der 1 y
of services to its citizens, availability of adequate
standing with the rating agencies and the credit markets.

For eah fiscal year, the unassigned fund balance of the geneichlill be at least 298 of the proposedemeralfund
revenue hdget (excluding ontime appropriations from fund balance). This balance is to provide for the following

m Budget fluctuations
m Unanticipated emergencies (e.g. natural disasters, pubdity ganergencies, capital emergencies, etc.)
m  Any other financial uncertainties

The generaldnd unassigned fund balance will not be used to solve recurring revenue shortfalls.

The portion of the generaluhd unassigned fund balance that exceeds the minimum required level may be
appropriated as needed and expendsd. amount of theminimum required level of the generainid unassigned

fund balance may be expended unless it meets the purposes stated rabawdilaappropriated by the City
Commission, except as provided below for unanticipated emergencies.

In those unanticipated emergency situations which demand immediate government action in the interest of public
safety and welfare, the City Manager igteorized by the City Commission to spend up to a maximum of 20% of

the minimum required level dhe general 1uind unassigned fund balance in accordance with procedures provided in
theCi t y’ s p ur c.bAdfisancialgaccpuntihg related to such egency expenditures will be submitted to

the City Commission by the City Manager as expeditiously as possible after the end of the emergency.

Upon completion of the audited financial statements, the Finance Director will review the firahgesasults.If
the gneralfund unassigned fund balance falls below the required minimum level, the shortfall, if less than five
percent, will be budgeted in its entirety in the succeeding budget year.

In the case of an event that creates gedifitial between theequired generaluihd unassigned fund balance amount
and current available funds of equal to, or more than five percent, a funding plan will be developed to meet the
requirements of the General Fund Reserve Policy within three years of the event.

At leag every five years, a review of this reserve policy will be completed by the City Manager or designee, and
recommendations for changes, if appropriate, will be submitted to the City Commission.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded

(W) New Accounting Pronouncements

The City implemented GASB Statement No. Agcounting and Financial Reporting Postemployment Benefits
Other Than Pensionsyhich replaces GASB Statemeaxb. 45, Accounting and Financial Reporting by Employers

for Postemployment Benefits Other Than Pensions, as ameitiéistatement addressascounting and financial
reporting for postemployment benefits other than pensions (OPEB) provided to employees of state and local
government employersAdditional information is included in Note—6Other Postemployment Benefits Plan and

Note 20—Restatemeist

NOTE 2 - FUND BALANCE CLASSIFICATION AND RESTRICTED NET POSITION

Fund balances for major and norajor governmental funds as of September 30, 2018 are classified as follows:

Non-Major
General Governmental
Fund Funds Totals
Non-Spendable

Inventory $ 51,479 $ - $ 51,479
Long-Term Receivable 1,596,337 - 1,596,337
Cemetery Trust - 973,501 973,501
1,647,816 973,501 2,621,317

Restricted for
Cemetery Trust - 643,948 643,948
Community Redevelopment - 12,229,983 12,229,983
Depot Avenue Project - 466,539 466,539
Fire Programs - 18,219 18,219
Information Technologies - 4,739,507 4,739,507
Homeless Assistance - 430,386 430,386
Housing and Community Developmen - 1,508,001 1,508,001
Land Acquisitions - 218,458 218,458
Police Mentoring Programs - 302,056 302,056
Police Programs - 1,097,834 1,097,834
Police Programs - 1,096,300 1,096,300
Recreation Facilities - 10,481,864 10,481,864
Recreation Programs - 314,680 314,680
Road Improvements - 11,400,263 11,400,263
Transportation Improvements - 4,043,528 4,043,528
- 48,991,566 48,991,566

Committed for
Cultural Events - 127,370 127,370
Economic Development - 412,661 412,661
Homeless Assistance - 682,182 682,182
Housing and Community Developmen - 101,201 101,201
Neighborhood Improvements - 833,777 833,777
Tree Mitigation - 2,127,559 2,127,559
- 4,284,750 4,284,750
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NOTE 2 - FEUND BALANCE CLASSIFICATION AND RESTRICTED NET POSITION _(Concluded

Non-Major
General Governmental
Fund Funds Totals

Assigned for
City Building Improvements $ - $ 1,579,023 $ 1,579,023
Debt Service Principal and Interest - 1,068,796 1,068,796
Depot Avenue Project - 144,756 144,756
Economic Development - 511,157 511,157
Fire Station - 742,392 742,392
Homeless Assistance - 821,615 821,615
Information Technologies - 3,384,492 3,384,492
Land Acquisitions - 827,500 827,500
Neighborhood Improvements - 121,330 121,330
Other Purposes - 440,653 440,653
Police Equipment - 1,377,738 1,377,738
Recreation Programs - 730,523 730,523
Road Improvements - 2,050,590 2,050,590
Streetscapes - 8,165 8,165
Traffic Signals - 120,601 120,601
- 13,929,331 13,929,331
Unassigned 17,023,490 (1,613,819) 15,409,671
Total $ 18,671,306 $ 66,565329 $ 85,236,635

Encumbrances for major and namajor governmental funds as of September 30, 2018, are classified as follows:

Non-Major
General Governmental
Fund Funds Totals
Community Redevelopment $ - $ 12,000 $ 12,000
Employee Benefits - 205,385 205,385
Fire EQuipment 4,975 30,058 35,033
Gas, Oil and Grease - 52,667 52,667
Neighborhood Improvements - 7,414 7,414
Professional Services-Other - 13,169 13,169
Recreation Programs 20,000 - 20,000
Roadway Improvements - 29,361 29,361
$ 24975 $ 350,054 $ 375,029

Restricted Net Position

The governmentvide statement of net positiosaports$77,518,971 brestricted net position, of whic$29,124,965

is restricted by enabling legislation.
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NOTE 3-DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

Deposits and Investments

Deposits and investments as of September 308,28% classified in the accompanying financial statements as
follows:

Statement of Net Position

Cash and Cash Equivalents $ 1,540,167
Equity in Pooled Cash and Investments 140,589,624
Investments 1,590,759
Restricted Cash and Cash Equivalents 175,964,755
Statement of Fiduciary Net Position
Cash and Cash Equivalents 18,061,954
Equity in Pooled Cash and Investments 5,836,993
Investments:
Equities 508,024,161
Limited Partnerships 33,823,943
Real Estate 6,985,614
Mutual Funds 146,618,959
Government Bonds 19,166,634
Corporate Bonds 6,198,396
Mortgage and Asset Backed Securities 9,419,465
Total Cash and Investments $ 1,073,821,424

Deposits and investments as of September 3(8,2@hsist of the following:

Defined Benefit Pension:

Deposits with Financial Institutions $ 21,978,808

Investments 664,650,352
Other Postemployment Benefit (OPEB):

Deposits with Financial Institutions 1,920,139

Investments 65,586,820
Other than Defined Benefit Pension and OPEB:

Deposits with Financial Institutions 31,411,281

Investments 288,274,024
Total Cash and Investments $ 1,073,821,424

Investment Policies

The City’s total deposits and investments are comprise
and contractual provisions as described below.

Defined Benefit Pension Investments

These funds represent investments administered by the
Theycomprise $64,650,352ft he City’ s tot al fair val ue$2ln978,808nelde s t me n't
in cash by the Trustees.

These investments are reported at fair valugch isderived through valuation efforts donetyh e  @vestments
managers in conjunction wittihe plan custodian. The fair values for the vast majority of these assets are readily
available. For thosassets whose fair value is less verifiable, the best available information is used.
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Investment Policies(Continued)

Defined Benefit Pension Investmen(€ontinued)

The City maintains separate investment managers for its equity and fixed income portfolios. The managers are
required to comply with Florid&tatutes, City ordinances, othapplicable laws and with the fiduciary standards set

forth in the Employees Retirement Income Security Act of 1974 at 29 U.S.C. Section 1140(a)(1)(A)(C). The
managers of these funds are permitted to invest in the following instruments:

Equity Funds (domsstic)

Common Stocks

Stock Index Futures

Convertible and Preferred Stocks
American Depository Receipts
REITS

Limited Liability Companies (LLCs)

Equity Funds (international)

m Restricted to managers specifically hired to investt@rnational equities

m  Common and Preferred Stocks of foreign issuers domiciled in developed and developing countries (emerging
markets)

m Forward Foreign Currency Exchange Contracts for hedging purposes

m  American and Global Depository Receipts aimdilar securities

Fixed Income Fund&omestic)

m Must have a rating of investment grade (BBB/Baa) or hetter

m United States Treasury and Agency Securities

m Commercial Paper with either -la oSrt aan dMa odatigd’offP-bgnd & Isi tqy arl
a maturity of 270 days or less

m Certificates of Deposit up to FDIC or FSLIC insurance coverage or any amount fully collateraliz¢d by

Government Securities or issued by an institution which is a qualified public depository withiatéhef &lorida

Corporate Bonds, Mortgage Backed Securities, or Asset Backed Securities

Yankee Bonds

Convertible Securities

Money Market or Cash Equivalent Securities

Fixed Income Funds (international)
m Investment Grade Sovereign Issued Debt
m Investment Grade Corporate Bonds and Commercial Paper

Cash Equivalents
m Certificates of Deposit, Commercial Paper, Direct Obligations of the U.S. Government, Repurchase
Agreements, Bankers Acceptances, Custodian STIFs, and other appropriatehbiqgtiieren investments

Real Estate and Alternative Assets

m Discretionary commingled vehicles such as insurance company separate accoun&doperclosegnd
funds and real estate investment trusts (REITS) holding either leveraged or unleveragedspiositeal
property and real property related assets

m All must be of institutional investment quality and must be diversified by property type and geographic
location
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Investment Policies(Continued)

Defined Benefit Pension Investmen(€ontinued)

Pooled or Commingled Funds

m The fund may invest in commingled vehicles such as mdtmads, LLCs or common trust funds that are
invested in substantially the same manner and same investments as stated above

Derivatives
m  No use of leverage
m No use of “linked” securities that havetspedificalypr i nci p

allowed as permissible investments in these guidelines

m Any structured note must maintain a constant spread relationship with its underlying acceptable index

m Collateralized mortgage obligations cannot be more sensitive to intetesthanges than the underlying
mortgagebacked security

Restricted Direct InvestmentsProhibited

m Short Sales or Margin Transactions

Investments in Commodities or Commodity Contracts

Direct loans or extension lines of credit to any intereptatl.

Letter Stock

Unregistered securities and private placements (except those regulated by SEC Rule 144a or as specifically

permitted by the Board)

m Investments and assets for which a generally recognized market is not available or for wicis ther
consistent or generally accepted pricing mechanism, unless specifically permitted by the Board

Other PostEmployment Benefit (OPEB) Investments

These funds represent investments administecomati®by t he
$65,586820b f the City’s total fair v al u®92®m1B8%eidrincash hy thhe n t s , a
Trustees. These investments are reported at fairvahiehi s der i ved through valuation
investment maagers in conjunction with the plan custodian. The fair values for the vast majority of these assets are
readily available. For those assets whose fair value is less verifiable, the besteavafitabiation is used.The

City maintains separate investnt managers for its equity and fixed income portfolios. The managers of these

funds are permitted to invest in the following:

Equity Funds (domestic)

Common Stocks

Stock Index Futures

Convertible and Preferred Stocks
American DepositoryReceipts
REITS

Limited Liability Companies (LLCs)

Equity Funds (international)

m Restricted to managers specifically hired to invest in international equities

m  Common and Preferred Stocks of foreign issuers domiciled in developed and devetnpitiges (emerging
markets)

m Forward Foreign Currency Exchange Contracts for hedging purposes

m American and Global Depository Receipts and similar securities
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Investment Policies(Continued)

Other PostEmployment Benefit (OPEB) Investmen{€ontinued)
Fixed Income Fund&omestic)

Must have a rating of investment grade (BBB/Baabetter

United States Treasury and Agency Securities

Commercial Paper with either -la oSrt asn dMa add & sP-bgnda Isi tqy arl
a maturity of 270 days or less

Certificates of Deposit up to FDIC or FSLli@surance coverage or any amount fully collateralized by US
Government Securities or issued by an institution which is a qualified public depository within the State of Florida
Corporate Bonds, Mortgage Backed Securities, or Asset Backed Securities

Yankee Bonds

Convertible Securities

Money Market or Cash Equivalent Securities

Fixed Income Funds (international)

Investment Grade Sovereign Issued Debt
Investment Grade Corporate Bonds and Commercial Paper

Cash Equivalents

Certificates of Deposit, Commercial Paper, Direct Obligations of the U.S. Government, Repurchase
Agreements, Bankers Acceptances, Custodian STIFs, and other appropriate ligeiershorvestments

Real Estate and Alternative Assets

Discretionary commingled vehiclesuch as insurance company separate accounts;emger closegnd

funds and real estate investment trusts (REITS) holding either leveraged or unleveraged positions in real
property and real property related assets

All must be of institutional investnmé quality and must be diversified by property type and geographic location

Pooled or Commingled Funds

The fund may invest in commingled vehicles such as mutual funds, LLCs or common trust funds that are
invested in substantially the same manner antesavestments as stated above

Derivatives

No use of leverage

No use of “linked” securities that have the princip
allowed as permissible investments in these guidelines

Any structured n@ must maintain a constant spread relationship with its underlying acceptable index

Collateralized mortgage obligations cannot be more sensitive to intatesthanges than the underlying
mortgagebacked security

Restricted Direct InvestmentsProhibited

Short Sales or Margin Transactions

Investments in Commodities or Commodity Contracts

Direct loans or extension lines of credit to any interested party

Letter Stock

Unregistered securities and private placements (except those regwaf&feiC Rule 144a or as specifically
permitted by the Board)

Investments and assets for which a generally recognized market is not available or for which there is no
consistent or generally accepted pricing mechanism, unless specifically permittecBuath

48



CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Investment Policies(Cortinued)

Other PostEmployment Benefit (OPEB)nvestmentgConcluded
The City also imposes the following limitations on its investment managers:

Equity Managers

m The equity portion of each portfolio manager shall not be more than 10% invested in the securities of any one
company at fair value.

m The portfolio manager shall not make short sales or use margin or leverage.

The portfolio manager shall not be invested in commodities, private real estate, or investment art objects.

m The portfolio manager shall not invest in options, including the hase, sale or writing of options unless
options are “covered” by the corresponding security.

m The portfolio manager shall not invest in warrants, although warrants issued in connection with stocks held by

the fund may be sold, held, or converted by tivestment manager at its discretion.

Fixed Income Managers

m  Security ratings reduced beneath the three highest classifications after purchase should be sold by the portfolio
manager within a reasonable period of time.

m Except for treasury and agency obligations, the debt portion of the OPEB fund shall contain no more than 10%
of a given issuer irrespective of the number of differing issues.

m If commercial paper is used, it must be only of the highest quality ¢AR1).

m Private placement debt is not permissible.

Other than Defined Benefit Pension and OPEB Investments
These funds comprise288,274,02b f t he Ci ty’ s estmerdsl This figure exeludd31$411,R1f i n v
of deposits with financial institions.

Deposits—T h e institutions in whi ch t he City’s monies we r
Depositories under thelorida Public Deposits Act Therefore, the City’s total ban
insured or collateralized by the Federal Depository Insurance Corporation and the Bureau of Collateral Securities,
Division of Treasury, State Department of Insurance. Additionally, utite terms of the ResolutioGy R U’ s

depository is restricted to be a bank, savings and loan association or trust company of the United States or a national
banking association, having capital stock, surplus and undivided earnings aggregating at ieédBb810

InvestmentsThe City’s other investments are Treporteod at fai
independent pricing sourcesnvestments in commercial paper are recordeahatrtizedcost, which approximates
fair value.

State stattes, City ordinances arlde Resolution authorize the City to invest in the following instruments:

m  Any bonds or other obligations that, as to principal and interest, constitute direct obligations of, or are
unconditionally guaranteed/pthe United Stats of America.

m Certain bonds or other obligations of any state of the United States of America or of any agency, instrumentality
or localgovernmental unit of any state.

m  Bonds, debentures, or other evidences of indebtedness issued or guaranteegelmgyapracorporation that is
created pursuant to an Act of Congress as an agency or instrumegftdigyUnited States of America.

m  New Housing Authority Bonds issued by public agencies or municipalities and fully secured as to the payment
of both principal and interest by a pledge of annual contributions under an annual contributions contract or
contracts wih the United States of America.
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Investment Policies(Concluded)

Other than Defined Benefit Pension and OPEB Investme(@ontinued)

m Direct and general obligations of any state of the United States of America, to the payment of the principal of
and interest on which the full faith and credit of such state is pledged, provided that at the time of their purchase
under theResolution suclobligations are rated by a nationally recognized bond rating agency in either of it
two highest rating categories.

m Certain certificates of deposit, provided that the aggregate of principal amount of all certificates of deposit
issued by any institutiodo not at any time exceed 10% of the total of the capital, surplus and undivided
earnings of such institution unless such certificates of deposit are fully insured (for classification purposes, only
nonnegotiable certificates of deposit are consideredosiep with negotiable certifites considered as
investments).

m Bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by any corporation which are,
at the time of purchase, rated by a nationally recognized rating agencyiighigst rating category, and by at
least one other nationally recognized rating ageéma&jther of its two highest rating categories, for corapte
types of debt obligations.

m  Any fully collateralized repurchase agreement with any bank or trust congpgagized under the laws of any
state of the United States or any national banking association or government bond dealer reporting to, trading with
and recognized as a primary dealer by the Federal Reserve Bdel afork, which agreement is secured.

m  Domestic equity mutual funds rated four (4) stars or higher by Morningstar, Inc. and investment trusts rated AAA.

Money belonging to the Evergreen Cemetery Trust Fund (amajar special revenue fund), is invested in
accordance with guidelinesstablished by the Evergreen Cemetery Advisory Committee and/or as approved by the
City Commission These guidelines authorize investments in mutual funds including domestic equities,
international equities and fixed income funds, as well as in a monkgnsaveep account for cash balances held in
the Evergreen Cemetery Trust bank account.

Custodial Credit Risk

Deposits—Deposits are exposed to custodial credit risk if they are not covered by depository insurance and they are
uncollateralized,collateralized with securities held by the pledging financial institution, or collateralized with
securities held by the pledging financial insAlli tution
deposits of the City are either covered dbgpository insurance or are collateralized by the pledging financial

b}

institution’s trust department or agent 1in the City’s 1

Investments-Investment securities are exposed to custodial credit risk if they are uninsured and are not registered in
therame of the government and are held by either the <co
agent but mnot i n Allldentifighte investmentesacurities of the @ity are either insured or are
registered intheu s t o d imeen fsornat he benefit of the City and are he
agent.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measd by a rating by a nationally recognized statistical rating organization. The City has
separate 1investment policies for its maj or investment
credit risk for investments is described above inghe bs ecti on titled “Investment Poc
major investment category. Guidelines for the credit ratings of specific types of investments are listed within each
major investment category’s investment policy descript:
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Credit Risk (Concluded)

Presented below is the rating as of yead for each investment type.

Defined Benefit Pension Investments

Fair Exempt from
Investment Type Value Disclosure AAA AA A BBB
Equities $ 452,948,061 $ 452,948,061 $ - $ - % - % -
Limited Partnerships 25,948,774 25,948,774 - - - -
Real Estate 6,985,614 6,985,614 - - - -
Mutual Funds 146,618,959 146,618,959 - - - -
U.S. Government Bonds 18,388,676 - 16,273,811 254,663 434,349 1,425,853
Corporate Bonds 5,288,522 - 3,558,117 208,368 355,389 1,166,648
Mortgage and Asset Backed 8,471,746 - 5,699,791 333,787 569,301 1,868,867
Totals $ 664,650,352 $ 632,501,408 $ 25,531,719 $ 796,818 $ 1,359,039 $ 4,461,368
OPEB Investments
Fair Exempt from
Investment Type Value Disclosure AAA AA A BBB
Equities $ 55,076,100 $ 55,076,100 $ - $ - $ - % -
Limited Partnerships 7,875,169 7,875,169 - - - -
U.S. Government Bonds 777,958 - 777,958 - - -
Corporate Bonds 909,874 - 34,189 176,795 341,158 357,732
Mortgage and Asset Backed 947,719 - - 947,719 - -
Totals $ 65586820 $ 62,951,269 $ 812,147 $ 1124514 $ 341,158 $ 357,732

Other than Defined Benefit Pension and OPEB Investments

Fair Awverage

Investment Type Value Rating
Florida PRIME $ 111,157,031 AAAmM
Mutual Funds 1,590,759 NR
U.S. Government Bonds 9,734,843 Exempt
Commercial Papét 89,247,709 A-1
Government Agencies 53,321,844 Exempt
Corporate Bond€’ 23,221,838 AA+
Totals $ 288,274,024

W A1l of GRU’s commercial -2p aopre rb eitntveers tbnye nMoso dwyekse Irnavteesd
or better by Sndlark2ar better 8y Fitly with the exaeption of Angelsea Funding and
Chesham Finance for which there was no Fitch rating.

@ A1l of GRU’s corporate holdings were rated Aa2 or be
St andar dandor AR as bettes by Fitch, with the exception of Guardian Life which was not rated.

Concentration of Credit Risk

Investments in any one 1issuer that represent 5% or mor
investment policies do natpecifically restrict the concentration allowed to be held with any individual issuer,

except that the equity portion of each portfolio manager shall not be more than 10% invested in the securities of any

one company at fair value. Investments that i=me5% or more by each category are shown below by issuer and

percent of total investments.
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Continued)

Concentration of Credit Risk (Concluded)

Defined Benefit Pension Investments
Only mutual fund investments, which are exempt from disclosure requirements, exceed 5% of total defined benefit
pension investments.

OPEB Investments
No investmentn any one issuer exceeds 5% of total OPEB investments.

Other than Defined Benefit Pension and OPEB Investments
As of September 30, 2018, GRU had more than 5% of the investment portfolio invested with the following issuers:

Issuer Percent
FederaHome Loan Mortgage Corporation 9.7%%
New York Life 7.4%%
Federal Farm Credit Bank 5.1%%
Federal National Mortgage Association 5.7
Federal Home Loan Bank 9.72%%

Other assetheld by the City at September 30, 80tverein mutual fund andlocal government investment popls
which are exempt from disclosure requirements

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment.
Generally, the longer ehmaturity of an investment, the greater the sensitivity of its fair value to changes in market

interest rates. Ex c e p t for GRU’ s iGiivteys’tsme nh v epsotlmecnyt, ptohlei ci e s d
restrictions as to maturity length of investmentSRU’ s i nvestment policy limits 1in
terms of ten years or less to reduce exposure to rising interest rates, unless investments are matched to meet specific
cash flow needs. Additionally, the average portfolio term is notto éxcee e ve n year s . GRU’” s B
further 1limits GRU’s investments in Utility Plant I mpr

Information about the sensitivity of the fair values of the investments to market interest rate fluctuations is provided
below, using the segmented time distribution method:

Defined Benefit Pension Investments

Fair Exempt from

Investment Type Value Disclosure <2 Years 2-5 Years 5-10 Years > 10 Years
Equities $ 452,948,061 $ 452,948,061 $ - $ - $ - 3
Limited Partnerships 25,948,774 25,948,774 - - -
Real Estate 6,985,614 6,985,614 - - -
Mutual Funds 146,618,959 146,618,959 - - - -
U.S. Government Bonds 18,388,676 - 2,555,428 6,987,137 6,775,194 2,070,917
Corporate Bonds 5,288,522 - 515,261 1,854,516 2,072,086 846,659
Mortgage and Asset Backed 8,471,746 - 825,401 2,970,772 3,319,299 1,356,274
Totals $ 664,650,352 $ 632,501,408 $ 3,896,090 $ 11,812,425 $ 12,166,579 $ 4,273,850
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NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS _ (Concluded

Interest Rate Risk(Concluded)

OPEB Investments

Fair Exempt from
Investment Type Value Disclosure <2 Years 2-5 Years 5-10 Years > 10 Years
Equities $ 55,076,100 $ 55,076,100 $ - $ - $ - % -
Limited Partnerships 7,875,169 7,875,169 - - - -
U.S. Government Bonds 777,958 - - 203,036 268,824 306,098
Corporate Bonds 909,874 - - - 909,874 -
Mortgage and Asset Backed 947,719 - 83,409 46,794 817,516 -
Totals $ 65586820 $ 62,951,269 $ 83,409 $ 249,830 $ 1,996,214 $ 306,098

Other than Defined Benefit Pension and OPEB Investments

Fair
Investment Type Value <1 Years 1-5 Years
Florida PRIME® $ 111,157,031 $ 111,157,031 $ -
Mutual Funds 1,590,759 1,590,759 -
Commercial Paper 89,247,709 89,247,709 -
Corporate Bonds 23,221,838 6,184,783 17,037,055
Government Agencies 53,321,844 - 53,321,844
U.S. Government Bonds 9,734,843 - 9,734,843
Totals $ 288,274,024 $ 208,180,282 $ 80,093,742

@ The dollarweighted average days to maturity (WAM) of Florida PRIME at September 30, 2018, is 33 days.
The weighted average life (WAL) of Florida PRIME at September 30, 2018, is 72 days.

NOTE 4 - FAIR VALUE MEASUREMENTS

The City records assets and liabilities ic@wlance with GASB Statement No. FAir Value Measurement and
Application which determines fair value, establishes a framework for measuring fair value and expands disclosures

about fair value measurement.

Fair value is defined iItGASB Statement No. 72s the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date (an exit price). Fair
value is a markebased measurement for a particular asset or hahitised on assumptions that market participants
would use in pricing the asset or liability. Such assumptions include observable and unobservable inputs of market
data, as well as assumptions about risk and the risk inherent in the inputs to thernvedahti@ue.

As a basis for considering market participant assumptions in fair value measure®@®&BB Statement No. 72

establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into
three broad lesfs:
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NOTE 4 - FAIR VALUE MEASUREMENTS (Continued)

= Level 1—inputs are quoted prices (unadjusted) for identical assets or liabilities in active markets that a
government can access at the measurement date. U.S. Treasury seatgitiexamples of Level 1
investments

= Level 2—inputs are inputs other than quoted priceduded within Level 1 that are observable for the asset or
liability, either directly or indirectly. U.S. agencies, corporate bonds, and financialshadgexamples of
Level 2 investments

= Level 3—inputs are unodervable inputs that reflect the Citg wn @ssumptions about factors that market
participants would use in pricing the asset or liability (including assumptions about risk).

Valuation methods of the primary fair value measurements are as follows:

= U.S. Treasury securities are valued using edaharket prices (Level 1 inputs).

= Investments in debt securities are valued using Level 2 measurements because the valuations use interest rate
curves and credit spreads applied to the terms of the debt instrument (maturity and coupon interest rate) and
consider the counterparty credit rating.

= Commodity derivatives, such as futures, swaps and options, which are ultimately settled using prices at
locations quoted through clearinghouses are valued using level 1 inputs.

= Other hedging derivatives, such as ssvaettled using prices at locations other than those quoted through
clearinghouses and options with strike prices not identically quoted through a clearinghouse, are valued using
Level 2 inputs. For these instruments, fair value is based on pricingtlalgsnising observable market quotes.

Defined Benefit Pension Investments
The City Befined Benefit Pension Plan categorizesnit@stments withirthe fair valuehierarchy as follows:

Fair Value Measurements Using
Quoted Prices in Significant

Active Markets Other Significant
for Identical Obsenvable Unobservable
September 30, Assets Inputs Inputs
Investments by Fair Value 2018 (Level 1) (Lewvel 2) (Lewvel 3)
Debt Securities:
U.S. Treasury Securities $ 18,388,676 $ 18,388,676 $ - $ -
Mortgage Backed Securities 5,288,522 - 5,288,522 -
Corporate Bonds 8,471,746 - 8,471,746 -
Total Debt Securities 32,148,944 18,388,676 13,760,268 -
Equity Securities:
Communication Services 20,074,933 20,074,933 - -
Consumer Discretionary 43,862,841 43,862,841 - -
Consumer Staples 20,118,967 20,118,967 - -
Energy 24,314,120 24,314,120 - -
Financials 64,721,156 64,721,156 - -
Health Care 57,072,343 57,072,343 - -
Industrials 58,287,320 58,287,320 - -
Information Technology 76,685,927 76,685,927 - -
Materials 15,129,622 15,129,622 - -
Utilities 5,606,614 5,606,614 - -
Real Estate 6,985,614 6,985,614 - -
Limited Partnership 25,948,774 22,201,633 - 3,747,141
Mutual Funds 146,618,959 119,687,856 26,931,103 -
Other 67,074,218 - - 67,074,218
Total Equity Securities 632,501,408 534,748,946 26,931,103 70,821,359
Total Investments at Fair Value $ 664,650,352 $ 553,137,622 $ 40,691,371 $ 70,821,359
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NOTE 4 - FAIR VALUE MEASUREMENTS (Continued)

Defined Benefit Pension Investmen(€oncluded)

Investments Measured at Fair Value

Debt and equity securities classified in Level 1 of the fair value hierarchy are valuegsasgquoted in active

markets for those securitieBebt and equity securities classified in Level 2 of the fair value hierarchy are valued

using a matrix pricing techniquMa t r i x pricing is used to valuhiptsecuritie
benchmark quoted prices.

OPEB Investments
TheCity’ s OPEB Benefit inkedtments withithe:fajrwvalue hieraschgs follows:

Investments Measured at Fair Value

Fair Value Measurements Using
Quoted Prices in Significant

Active Markets Other Significant
for Identical Observable Unobservable
September 30, Assets Inputs Inputs
Investments by Fair Value 2018 (Lewvel 1) (Level 2) (Level 3)
Debt Securities:
U.S. Treasury Securities $ 777,958 $ 777,958 $ - % -
Mortgage Backed Securities 947,719 - 947,719 -
Corporate Bonds 909,874 - 909,874 -
Total Debt Securities 2,635,551 777,958 1,857,593 -
Equity Securities:
Communication Services 3,557,245 3,557,245 - -
Consumer Discretionary 4,197,527 4,197,527 - -
Consumer Staples 2,376,241 2,376,241 - -
Energy 3,395,514 3,395,514 - -
Financials 7,958,223 7,958,223 - -
Health Care 7,645,555 7,645,555 - -
Industrials 6,630,349 6,630,349 - -
Information Technology 8,774,008 8,774,008 - -
Materials 2,325,836 2,325,836 - -
Utilities 1,340,027 1,340,027 - -
Real Estate 35,716 35,716 - -
Limited partnership units 7,875,169 - 7,875,169 -
Mutual Funds - - - -
Other 6,839,859 6,839,859 - -
Total Equity Securities 62,951,269 55,076,100 7,875,169 -
Total Investments at Fair Value $ 65,586,820 $ 55,854,058 $ 9,732,762 $ -

Debt and equity securities classified in Level 1 of thevalue hierarchy are valued using prices quoted in active

markets for those securities. Debt and equity securities classified in Level 2 of the fair value hierarchy are valued
using a matrix pricing technique. Matrix pricing is used to value securittegbd on t he securities’
benchmark quoted prices.
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NOTE 4 - FAIR VALUE MEASUREMENTS (Concluded

Other than Defined Benefit Pension and OPBBvestments

Th e Cinangial assetf and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement. Theé t assessment of the significance of a particular input to the fair
value measurement requires judgement and may affect the valuation of fair value assets and liabilities and their
place within the fair value hierarchy level$.h e  Cfairtvalue measurements are performed on a recurring basis.
The following table presestffair value balances and their levels within the fair value hierarchy as of September 30,
2018:

Fair Value Measurements Using
Quoted Prices in Significant

Active Markets Other Significant
for Identical Observable Unobservable
September 30, Assets Inputs Inputs
Investments by Fair Value 2018 (Lewvel 1) (Level 2) (Level 3)
Assets
Florida PRIME™ $ 111,157,031 $ - 3% - % -
Mutual Funds 1,590,739 1,590,739 - -
Commercial Papé? 89,247,709 - - -
U.S. Treasury Securities 9,734,843 - 9,734,843 -
U.S. Agencies:
Federal Home Loan Mortgage Corp. 17,110,617 - 17,110,617 -
Federal National Mortgage Assn. 10,121,309 - 10,121,309 -
Federal Home Loan Bank 17,056,955 - 17,056,955 -
Federal Farm Credit Bank 9,032,963 - 9,032,963 -
Corporate Bonds:
Massmutual Global Funding 4,841,490 - 4,841,490 -
Guardian Life 5,324,154 - 5,324,154 -
New York Life 13,056,194 - 13,056,194 -
Total Investments at Fair Value Level $ 288,274,004 $ 1,590,739 $ 86,278,525 $ -
Liabilities
Effective Interest Rate Swaps $ (36,890,504) $ - $  (36,890,504) $ -
Ineffective Interest Rate Swaps (1,874,783) - (1,874,783) -
Total Financial Instruments $  (38,765,287) $ - $  (38,765,287) $ -

@D The City’s investment in Florida PRIME is administ
represents an investment in a pool of investments whereby the City owns a share of the respective pool, not
the underlying s e c untinFElaridaPRIMEuaifieunderythe provisions of GASB e
Statement No. 79 to be measured at amortized cost for financial reporting purpeseisSeptember 30,

2018, there were no redemption fees, maximum transaction amounts, or any other requiterneatse

>

to limit a participant’ s daily access to 100% of th
) Money market investments and participating inteezshing investment contracts, including commercial

paper, that have a remaining maturity at the time of purchase ofan®ylessaremeasured at amiized
cost
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NOTE 5- RETIREMENT PLANS

The City sponsors and administers two sirgeployer retirement plans, which aaecounted for in separate
Pension Trust Funds.

m Employees’” Pension Plan (Employees’ Pl an)

m Consolidated Police Officers’ and Firefighters’ Retir

AEmpl oyvyees’ Plan

Plan Description—~-The Empl oyees > P lefined bénefisingleemployerpension plam that coders

all permanent employees of the City, except certain personnel who elected to participate in the Defined Contribution
Plan and who were grandfathered into that plan, and police officers and firefighter participate in the
Consolidated Plan. Benefits and refunds of the defined benefit pension plan are recognized when due and payable in
accordance with the terms of the plan. The costs of administering the plan, like other plan costs, are ctgtured wi

the plan itself and financed through contribution and investment income, as appropriate.

The City issues a publicly available financial report that includes financial statements and required supplementary
information for t he polt maylbe ghtained by writing ta City of Gainesvilkydget &
Finance Department, P.O. Box 490, Gainesville, Flo3@8&27or by calling (3528345054.

Benefits ProvidedThe Empl oyees’ Plan provides r et iaApnh20ls, , disat
disability benefits were provided through a separate plan which was subsequently terminated. Existing and future
pension assets and pension liabilities were transferreq

Retirement benefits for employeeare calculated as a fixed percéndb f t en referred aofthe as “th

employee’s finaHAE)d veneas ge hearemiprdgsyee’ s years of servic:
average earnings vary depending on the dalérefs follows

Fixed Percent of FAE
Date of Hire (M ultiplier) Final Average Earnings
On or before 10/01/2007 2.0% Highest 36 consecutive months
10/02/2007 10/01/2012 2.0% Highest 48 consecutive months
On or after 10/02/2012 1.8% Highest 60 consecutive months

For service earned prior to 10/01/2012, the lesser number of unused sick leave or personal critical leave bank credits
earned on or before 09/30/2012 or the unused sick leave or personal critical leave bank credits available at the time

of retirementmayd® credited towards the empl oy &arsericeyearnredonorof ser
after 10/01/2012, no additional months of service will be credited for unused sick leave or personal critical leave
bank credits.

Retirement eligibility isalso tieredbased on date of hire as follows:
m  Employees are eligible for normal retirement:

e If the date of hire occurred on or before 10/02/2007, after accruing 20 years of pension service credit,
regardless of age or after accruing 10 years of panservice credit and reaching age 65 while still
employed.

e If the date of hire was between 10/02/2007 and 10/01/2012, after accruing 25 years of pension service
credit, regardless of age or after accruing 10 years of pension service credit anthragel65 while still
employed.

e If the date of hire was on or after 10/02/2012, after accruing 30 years of pension service credit, regardless
of age or after accruing 10 years of pension service credit and reaching age 65 while still employed.
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NOTE 5- RETIREMENT PLANS (Continued)

(A)Emp 1 o Wlare(Gohtinued)

m  Employees are eligible for early retirement:
e If the date of hire occurred on before 10/01/2012, after accruing 15 years of pension service credit and
reaching age 55 while still employed.
e [f the date of hire was on or after 10/02/2012, after accruing 20 years of pension service credit and reaching
age 60 while still employed.
e Under the early retirement option, the benefit is reduced by"Sf2ne percent for each month (5% for
each year) by which the retirement date is less than the date the employee would reach age 65.
m  Employees receive a deferred vested benefit if Hreyterminated after accruing five years of pension service
credit but prior to eligibility for regular retirement. Those employees will be eligible to receive a benefit
starting at age 65.

A 2% oost of living adjustment (COLA) is applied to retiremebé&nefits each October 1 if the retiree has reached

eligibility for COLA prior to that date. Eligibility for COLA is determined as follows:

m If the retiree had at least 20 years of credited service prior to 10/01/2012 and had at least 20 yearkdnut less t
25 years of credited service upon retirement, COLA begins after reaching age 62.

m If the retiree had at least 20 years of credited service prior to 10/01/2012 and had at least 25 years of credited
service upon retirement, COLA begins after reachirey&d

m If the retiree was hired on or before 10/01/2012 and had less than 20 years of credited service on or before
10/01/2012 and 25 years or more of credited service upon retirement, COLA begins after reaching age 65.

m If the retiree was hired aftdi0/01/2012 and had 30 years or more of credited service upon retirement, COLA
begins after age 65.

Employees hired on or before 10/01/2012 are eligible to participate in the deferred retirement option plan (DROP)
when they have completed 27 years of destiservice and are still employed by the City. Such employees retire
from the Employees’” Plan but continue to work for the
had terminated employment and is paid to a DROP account held thiéhpension plan until the employee actually

leaves the employment of the City. While in DROP, these payments earn a guaranteed rate of annual interest,
compounded monthly. For employees who entered DROP on or before 10/01/2012, DROP balances eaml 6% ann
interest. For employees who entered DROP on or after 10/02/2012, DROP balances earn 2.25% annual interest.
Employees may continue in the DROP for a maximum of 5 years or until reaching 35 years of service, whichever
occurs earlier. Upon actual segéon from employment, the monthly retirement benefits begin being paid directly

to the retiree and the retiree must take their DROP balance plus interest assaiturwgish disbursement, roll into a
retirement account or choose a combination of the twiommg

Death benefits are paid as follows:

m If an active member retires after reaching normal retirement eligibility and had selected a tentative benefit
option, benefit payments will be made to the beneficiary in accordance with the option selected.

m If an active member who is married dies after reaching normal retirement eligibility and did not previously
select a tentative benefit option, the plan assumes the employee retired the day prior to death and elected the
Joint & Survivor option haming the@pouse as their beneficiary.

m If an active member who is not married dies after reaching normal retirement eligibility and did not previously
select a tentative benefit option, or if an active member dies prior to reaching normal retirement eligibility, o
if a nonactive member with a deferred vested benefit dies before age 65, the death benefit is a refund of the
member’s contributions Wwithout interest to the benef

m  Continuation of retirement benefits after the death of a retiree negdienefits is contingent on the payment
option selected upon retirement. If the retiree has chosen a life annuity and dies prior to receiving benefits

greater than the retiree’s contributionsebeneficiatyhe pl an
on record.
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NOTE 5- RETIREMENT PLANS (Continued)

(A)Emp 1 o Wlare(Gohtinued)

Disability benefits are paid to eligible regular employeethefCity who become totally and permanently unable to

perform substantial work for pay within a-Bfile radius of the home or city hall, whichever is greater, and who is

wholly and continuously unable to perform any and every essential duty of employwigmtor without a

reasonable accommodation, or of a position to which the employee may be assigned. The basic disability benefit is
equal to the greater of the employee’s years of servi
disabiityand a mini mum 25% for other than in line of duty di
as would be otherwise calculated under the plan. The benefit is reduced by any disability benefit percent up to a
maximum of 50% multiplied by the mdny Social Security primary insurance amount to which the employee

would be initially entitled to as a disabled worker, regardless of application status. The disability benefit is limited

to the lesser of $3,750 per month or an amount equal to the maienefit percent, less reductions above and the
initially determined wage replacement benefit made und«

Employees covered by benefit terndg. September 302018, the following employees were covered by the benefit
terms:

Active employees 1,514
Inactiveemployees:
Retirees antbeneficiariescurrentlyreceivingbenefits 1,316
Terminatednembers andurvivors ofdeceasednembers
entitled tobenefits but not yeteceivingbenefits 441
Total 3,271

Contribution Requirements-The contribution requirements of plan members and the City are established and may

be amended by City Ordinance approved by the City Commissibime City is required to contribute at an
actuarialy determined rate recommended by an independetuary. The actuarially determined rate is the
estimated amount necessary to finance the costs of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability. The City contributes the differetwteehethe actuarially
determined rate and the contribution rate of employ&asn members are required to contribute 5% of their annual
covered salary. He rate for fiscal yeaR018 was 18.42% of covered payroll. This rate was influenced by the
issuane of the Taxable Pension Obligation Bonds, Series 2003A. The proceeds from this issue were utilized to
retire the unfunded actuarial ac c rDifferences hetwéen the requirech t t h a
contribution and actual contribah are due to actual payroll experiences varying from the estimated total payroll
used in the generation of the actuarially required contribution réministrative costs are financed through
investment earnings.

Net Pension Liability-The net pensioh i a bi 1 i t y r el at endvastmeasurdd @as oESeptdmb@y 8 ¢ ° s P 1
2018, and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as oOctober 1, 201

The components of the net pensi@bility at September 30, 281were as follows:

Components of Net Pension Liability

Total pensionliability $ 556,402,274
Planfiduciarynet position (432,508,13%
Ci t netpansionliability $ 123,894,139
Plan fiduciary net position as a percentafithe total pension liability 77.73%

59



CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 5- RETIREMENT PLANS (Continued)

(A)Emp 1 o Wlare(Gohtinued)

Significant Actuarial AssumptiorsT he totalpension liability as of September 30, 30Wvas determined based on a
roll-forward of entry age normal lidllties from the October 1, 2071 actuarial valuation o t he pensli on
year end of September 30, B)Lsing the following actuariassumptions, applied to all periods included in the
measurement.

pl a

Actuarial Assumptions

Inflation 3.75%
Salaryincreases Service Based
Investmentate ofreturn 8.00%
Discountrate 8.00%

Mortality Rate:
Mortality rates werebased on the RROO0 Combined Healthy Mortality Table projected generationally with

Mortality Improvement Scale BB.

LongTerm Expected Rate of Return:
The longterm expected rate of return on pension plan investments was determined using a-blaittking
method in which beststimates of expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset Elais018, the inflation rate
assumption of the investment advisor was 2.50%heserangesare combined to produce the lotegm
expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation.

Best estimates @feometricreal rates of return for each roapsset class included inthemp 1 o y e ¢asgét P 1 a n
asset allocation are summarized in the following table:
Developmentof LongTe r m Di s count Rate for General Employ
Long-Term
Target Expected Rate
Allocation of Return

Domestic Equity 47.00% 7.50%

International Equity 28.00% 8.50%

Broad Market Fixed Income 8.00% 2.50%

Real Estate 12.00% 4.50%

Alternative 5.00% 7.00%

Total 100.00%

DiscountRate

The discount rate used to measurettital pension liability wa8.00. The projection of cash flows used to
determine the discount rate assumed that plan member contributions will be made at the current contribution
rate and that City contributions will be made at rates equal tactuarially determined contribution rates less

the member contribution®8B a s e d

o n

t hose

assumptions,

t he

pension

to be available to make all projected future benefit payments of current plan membersforethe longterm
expected rate of return on the pension plan investments was applied to all periods of projected benefit payments

to deternme the total pension liability.
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NOTE 5- RETIREMENT PLANS (Continued)

(A)Emp 1 o Plare(Gohtinued)

Changes in the Net Pension Liability

Increase (Decrease)

Plan
Total Fiduciary Net
Pension Net Pension
Liability Position Liability

Balance at October 1, 2017 $

537,712,710 $ 396,313,562 $ 141,399,148

Changes for the Year:
Service Cost
Interest
Differences Between BExpected and Actual Experience
Changes to Assumptions
Contributions - Buy Back
Benefit Payments, Including Refunds of Employee Contributions
Contributions - Employer
Contributions - Employee
Net Investment Income
Administrative Expense

8,196,544 - 8,196,544
42,877,827 - 42,877,827
(5,088,593) - (5,088,593
5,721,214 - 5,721,214
89,300 89,300 -

(33,106,728)  (33,106,728) -
- 16,372,689 (16,372,689
- 4,317,403 (4,317,403
- 49,219,793 (49,219,793
- (697,884) 697,884

Net Changes

18,689,564 36,194,573 (17,505,009

Balance at September 30, 2018 $

556,402,274 $ 432,508,135 $ 123,894,139

Sensitivity of the Net Pension Liability to Changes in the Discoaté R

The following presents the net pension liability, calcidaising the discount rate of08%, as well as what the
y would be itafepadintiomere r e ¢ al
(7.00%) or 1 percentag@oint higher (900%) than the current rate:

Plan’s net pension liabildit

Current
1% Discount 1%
Decrease Rate Increase
(7.00%) (8.00%0) (9.00%)
Net pensionliability $ 186,848559% 123,894,139 % 71,089,691

PensionPlan Fiduciary Net Positon—De t ai l ed i nf
available in the separately i

ormation about t he

pensio
ssued Employees’” Plan fin:

PensionExpense andeferred Outflows of Resources andeferred Inflows of Resources—For the year ended

September 30, 2@] t he City recogniz
SeptembeB0, 20B, the City reported
following sources:

e d pensioaf $2@,3434d13 sAt
deferred out fl1 ows

Deferred Deferred
Outflows of Inflows of
Description Resources Resources
Differencebetweenexpected andctualexperience $ 5,598,683 $ 4,028,469
Charges ofassumptions 24,099,243 -
Net differencebetweenprojected andictualearnings
on pensionplaninvestments - 30,795,642

Total
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NOTE 5- RETIREMENT PLANS (Continued)

(A)Emp 1 o Wlare(Gohcluded

Amountsreportedad e f erred out flows of resources and deferred i
Plan will be recognized in pension expense as follows:

Net Deferred

Fiscal Year Outflows/(Inflows)
Ending of Resources

2019 $ 4,462,439
2020 (2,015,017)
2021 (4,149,860)
2022 (3,423,747)
2023 -

Thereafter -

(B) ConsolidatedPlan

Plan Descriptior—The Consolidated Plan is a contributory defined besefgleemployerpension plan that covers

City sworn police officers and firefightersThe Plan is established under City of Gainesville Code of Ordinances,
Article 7, Chapter 2, Division 8It complies with the provisions of Chapter 112, Part VII, Florida Statutegt€ha
22D-1 of the Florida Administrative Code; Chapters 175 and 185, Florida Statutes; and Article X, Section 14 of the
Florida Constitution, governing the establishment, operation and administration of plans.

Benefits and refunds of the defined benpénsion plan are recognized when due and payable in accordance with
the terms of the plan. The costs of administering the plan, like other plan costs, are captured within the plan itself
and financed through contribution and investment income, as apisopr

The City issues a publicly available financial report that includes financial statements and required supplementary
information for the Consolidated Plan. That report may be obtained by writing to City of Gainesville, Finance
Department, P.O. Bo&90, Gainesville, Floridé82627or by calling (352334-5054.

Benefits Providedor Police Officers—The Consolidated Plan provides retirement, disability and death benefits
Retirement benefits for employees are calculated as a fixed percent (oftenreé d t o as “t he mul t
employee’s final average wearnings Edf Rdlice Officerma¢he finalh e e mp
average monthly earnings (FAME) is the average of pensionable earnings during the 36 to 48 month period
(depending on date of hire) that produces the highest earnings. For Police Officers, the benefit multiplier is 2.5% for
credited service before 10/01/2005, 2.625% for credited service from 10/01/2005 to 07/01/2013 and 2.5% for
credited service on and after/07/2013.

Retirement eligibility for Police Officers is tiered based on date of hire as follows:
m Employees are eligible for normal retirement:
e If the date of hire occurred prior to 07/01/2013, after accruing 20 years of pension servicesgaditess
of age or after accruing 10 years of pension service credit and reaching age 55 while still employed, or
attaining a combination of credited service and age that equals seventy (Rule of Seventy).
e If the date of hire was on or after 07/01/2048er accruing 25 years of pension service credit, regardless
of age or after accruing 10 years of pension service credit and reaching age 55 while still employed, or
attaining a combination of credited service and age that equals seventy.
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NOTE 5- RETIREMENT PLANS (Continued)

(B) ConsolidatedPlan (Continued)

Benefits Provided for Police OfficergConcluded)

m  Employees are eligible for early retirement:

e After accruing 10 years of pension service credit and reaching age 50 while still employed.

m Under the early retirement option, the benefit is reduced 3% for each year by which the retirement date is less
than the date the employee would reach age 55.

m  Employees may choose to receive a refund on contributions to the plan or to receive a deferred vested benefit if
they are terminated after accruing 10 years of pension service credit but prior to eligibility for regular
retirement. Those employees will bkgible to receive a benefit starting at age 55 with no reduction or at age
50 with the early retirement penalty above.

A 1-2% cost of living adjustment (COLA) is applied to retirement benefits each October 1 if the retiree has reached

eligibility for COLA prior to that date. Eligibility for COLA is determined as follows:

m If the retiree was eligible for retirement on or before 07/01/2013 and had at least 25 years of credited service
upon retirement, 2% COLA begins after reaching age 55.

m If the retiree was eligible for retirement on or before 07/01/2013 had 20 years of credited service upon
retirement, 2% COLA begins after reaching age 62.

m If the retiree was eligible for retirement after 07/01/2013 and had 25 years of credited service upon retirement
1% COLA begins after reaching age 55 and the COLA increasés &t@r reaching age 62.

m If the retiree retired under the Rule of Seventy with less than 20 years of credited service upon retirement,
COLA begins after age 62. Effective July 1, 20P8ice Officers retiring under the Rule of Seventy are
ineligible for COLA.

Benefits Provided for FirefightersThe Consolidated Plan provides retirement, disability and death benefits
Retirement benefits for employees are calculated as a fixed pescént e n referred to as “the
employee’s final average earnings (FAE) times the empl
monthly earnings (FAME) is the average of pensionable earnings during the 36 month perpodheés the

highest earnings. For Firefighters, the benefit multiplier is 2.5% for credited service before 10/01/2005, 2.625% for
credited service from 10/01/2005 to 12/31/2013 and 2.5% for credited service on and after 01/01/2014.

For service earned prior t01/01/2014 the lesser number of unused sick leave creglithed on or before
12/31/20130r the unused sick leave bank credits available at the time of retirement may be credited towards the
empl oyee’ s ye ar calcutation. sFersevvice earnefl orafternt Oh/@1420140 additional months of
service will be credited faunused sick leave credits

Retirement eligibilityfor Firefighters isas follows:
m  Employees are eligible for normal retirement:

e If the dak of hire occurregbrior to 01/01/2014after accruing 20 years of pension service credit, regardless
of age or after accruing 10 years of pensiervise credit and reaching ag®é @hile still employed or
attaining a combination of credited service agd that equals seventiRule of Seventy)

e If the date of hire was on or aftéi/01/2014, after accruing 3&ars of pension service credit, regardless
of age or after accruing 10 years of pension service credit and reachis$ aggle still employedpr
attaining a combination of credited service and age that equals seventy.

m  Employees are eligible for early retirement:

e After accruinglO years of pension service credit and reachingb@gehile still employed.

e Under the early retirement option, the benefit is redB%dfor each yeaby which the retirement date is
less than the datee employee would reach age 55
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NOTE 5- RETIREMENT PLANS (Continued)

(B) ConsolidatedPlan (Continued)

Benefits Provided for Firefighters( Co n ¢) u d e d

m  Employeesnay choose to receive a refund on contributions to the planreceéive a deferred vested benefit if
they ae terminatedafter accruing 1Oyears of pension service credit but prior to eligibility for regular
retirement. Those employees will be eligible toefee a benefit starting at agé with no reduction or at age
50 with the early retirement penalty above

A 2% costof living adjustmeni{COLA) is applied to retiremertienefits each October 1 if the retiree has reached

eligibility for COLA prior to that date. Eligibility for COLA is determined as follows:

m Iftheretiree had at lea&5 years of credited service upatirementCOLA begins after reaching age.55

m If the retireehad20 years of credited service upon retirement, COLA begins a#iehireg age 62

m If the retiree retired under the Rule of Seventy with less ffagears of credited service upon retient,
COLA begins after age 62

Benefits Provided to BothoP! i ¢ e Of f i ¢ e r sEmployeks aFeieligiblg o pdrticipate sn-the deferred
retirement option plan (DROP) when they have complefegkars of credited service and are still employed by the
City (or meet the Rule of SeventyBuch employees retire from tB®nsolidated®lan but continue to work for the

City. The retirement benefit is calculated as if the employee had terminated eraptognd is paid to a DROP
account held within the pension plan until the employee actually leaves the employment of the City. While in
DROP, these payments earn a guaranteed rate of annual in(Brg%s,for Firefighters and 4.5% for Police
Officers) compounded monthly. Employees may continue in the DROP for a maximum of 5 years or until reaching
35 years of service, whichever occurs earlier

Upon actual separation from employment, the monthly retirement benefits begin being paid directly to the retiree
and the retiree must take their DROP balance plus interest as slumpash disbursement, roll into a retirement
account or choose a combination of the two optiome Consolidated Plan also provides for a reverse DROP
option.

Death benefits are paab follows:

m If an active member retires after reaching normal retirement eligibility and had selected a tentative benefit
option, benefit payments will be made to the beneficiary in accordance with the option selected.

m If an active member with lessah ten years of service dies before reaching normal retirement eligibility, the
death benefit is a refund to the beneficiary of 100% of the member contributions without interest.

m If an active member with at least ten years of service dies before mgauntimal retirement eligibility, the
beneficiary is entitled to the benefits otherwise payable to the employee at early or normal retirement age, based
on the accrued benefit at the time of death.

m Continuation of retirement benefits after the death tdteiee receiving benefits is contingent on the payment
option selected upon retirement. If the retiree has chosen a life annuity and dies prior to receiving benefits
greater than the retiree’s <contr i b eispadiosthetbeaneficialye pl a n
on record.

Disability Benefits—The monthly benefit for a servidenc urred disability is the grea:
benefit as of the date of disability or 42% of the FAME. The monthly benefit for-aeveiceincurred disability is

the greater of the accrued benefit as of the date of disability or 25% of the FAME. Payments continue until the

death of the member or until the 12@ayment, payable to the designated beneficiary if no option is elected. There

is no minimum eligibility requirement if the injury or disease is seniimeurred. If the injury or disease is not
serviceincurred, the employee must have at least five years of service to be eligible for disability benefits.
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NOTE 5- RETIREMENT PLANS (Continued)

(B) ConsolidatedPlan (Continued)

EmployeesCovered byBenefit Terms—At September 30, 2@] the following employees were covered by the
benefit terms:

Active employees 396
Inactiveemployees:
Retirees antheneficiariescurrentlyreceivingbenefits 20
Retirees antbeneficiariegeceivingbenefits 447
Total 863

Contribution RequirementsThe contribution requirements of plan members and the City are established and may
be amended by City Ordinance approved by the City Commission in accordancBaniti'l1l, Chapter 112,
Florida Statutes.

The City is required to contribute at an actubridetermined rate recommended by an independent actuary. The
actuarially determined rate is the estimated amount necessary to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded acahtityli The City is required to contribute

the difference between the actuarially determined rate and the contribution rate of empianefiggters contribute

9.0% of gross pay and Police OfTficer snrateofarfiscal ypan 2088 7 . 5 %
was 16.7%% of covered payroll for police personnel &2il4%% for fire personnel This rate was influenced by the

issuance of the Taxable Pension Obligation Bonds, Series 2008Rddition, State contributions, which totaled

$1366,304 are also made to the plan on behalf of the City under Chapters 175/185, Florida. SHietss State
contributions are recorded as 1 egeneraffund before they pre recordedase 1 e x p
contributions in theConsolidated Pension Fund. Differences between the required contribution and actual contribution

are due to actual payroll experiences varying from the estimated total payroll used in the generation of the actuarially
required contribution rate. Adminiative costs are financed through investment earnings.

Net Pension Liability-The net pension liability related to the Consolidated Plan was measured as of September 30,
2018, and the total pension liability used to calculate the net pension liabilitgetasmined by an actuarial valuation

as of October 1, 2071 This reflects a change in methodology from the September 30, 2017 financial statements, which
recorded the net pension liability for the Consolid&kan based on a prior year measurement date.

The components of the net pension liability reported at September 3Q v2&¥&8as follows:

Components of Net Pension Liability

Total pensionliability $ 285,979,686
Planfiduciarynet position (253,221,825
C i t netpensionliability $ 32,757,861
Plan fiduciary net position as a percentageheftbtal pension liability 88.53%

Significant Actuarial AssumptionsThe total pension liability was determined based on entry age normal liabilities
using the following actuarial assumptions, applied tp@fiods included in the measurement.

Actuarial Assumptions

Inflation 3.00%
Salaryincreases Service Based
Investmenrate ofreturn 8.00%
Discountrate 8.00%
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NOTE 5- RETIREMENT PLANS (Continued)

(B) ConsolidatedPlan (Continued)

Mortality Rate:

Mortality rates were based on the BR800 CombinedHealthy Mortality Table projected generationally with
Mortality Improvement ScalBB.

OtherAssumptions:

The actuarial assumptie used as of September 30, 20&@re based on the assumptions approved by the
Board in conjunction with an experience study covering the 5 year period ending on September 30u2010.
to plan changes first valued the October 1, 201 Actuarial valuation, changes to the assumed retirement rates

and the valuation methodology for the assumed increase in benefit service for accumulated sick leave and

accumulated vacation paid upon termination were m&agroll growh assumptions were updated in 2012 and
investmentswvere reviewed by the Board in February of 20h&ased on an asset liability study reflecting the

current investment policy.

Long-Term Expected Rate of Return:

The longterm expected rate of return @ension plan investment&n be determined using a buildibbpck
method in which best estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expenses and inflation) are developed for each major asseFata®018 the inflation rate
assumption of the investment advisor was 2.20%hese ranges are combined to produce the-fenyg

expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage andytadding expected inflation.

Best estimates afjeometricr e a1 r at e s
asset allocatioas of September 30, 2028 summarized in the following table:

of return for

Development of LongTerm Discount Ratefor the Consolidated Plan

Long-Term
Target Expected Rate

Allocation of Return *
Large Cap Equity 35.00% 6.60%
Small Cap Equity 15.00% 6.40%
International Equity 15.00% 6.90%
Securitized Credit 6.00% 4.50%
High Yield 4.50% 4.40%
EMD Sovereign 4.50% 4.00%
Private Markets 5.00% 5.50%
Real Estate 10.00% 5.60%
TIPS 2.50% 3.10%
Intermediate Government 2.50% 3.40%

Total 100.00%

* Based on 10 year Returns
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NOTE 5- RETIREMENT PLANS (Continued)

(B) ConsolidatedPlan (Continued)

Discount Rate
The discount ratesed to measure thetal pension liability was 80%. The projection of cash flows used to
determine the discount rate assumed that plan member contributions will be made at the current contribution
rate and that City contributions will be made at ratgsal to the actuarially determined contribution rates less
the member and State contributio.a s ed on t hose assumptions, the pensi
projected to be available to make all projected future benefit payments of cuaremginbersTherefore, the
long-term expected rate of return on the pension plan investments was applied to all periods of projected benefit
payments to determé the total pension liability.

Changes in the Net Pension Liability
Increase (Decrease)

Plan
Total Fiduciary Net
Pension Net Pension
Liability Position Liability
Balance at October 1, 2017 $ 277,576,074 $ 241,763,801 $ 35,812,273
Changes for the Year:
Service Cost 3,682,078 - 3,682,078
Interest 21,993,597 - 21,993,597
Differences Between Expected and Actual Experience (2,419,821) - (2,419,821
Changes to Assumptions 4,612,282 - 4,612,282
Contributions - Buy Back - - -
Benefit Payments, Including Refunds of Employee Contributions (19,464,524)  (19,464,524) -
Contributions - Employer - 4,507,892 (4,507,892
Contributions - State - 1,366,304 (1,366,304
Contributions - Employee - 1,963,471 (1,963,471
Net Investment Income - 24,056,126 (24,056,126
Administrative Expense - (699,346) 699,346
Net Changes 8,403,612 11,729,923 (3,326,311
Adjustment to beginning of year - (271,899) 271,899
Balance at September 30, 2018 $ 285,979,686 $ 253,221,825 $ 32,757,861

Sensitivity of the Net Pension Liability to Changes inEigcount Rate:
The following presents the net pension liability, calculated using the discount ra@®%f, &s well as what the
Plan’s net pension liability would be i f-pdintlomerer e ¢ al
(7.00%) or 1 percentaggoint higher (900%) than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
(7.00%) (8.00%) (9.00%)
Net Pension Liability $ 66,361,485 $ 32,757,861 $ 4,917,902

67



CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 5- RETIREMENT PLANS (Concluded

(B) ConsolidatedPlan (Concluded

Penson Plan Fiduciary Net Positon—De t ai l ed information about the pensio

available in the separately issued Consolidated Plan financial report.

PensionExpense andeferred Outflows of Resources andeferred Inflows of Resources—For the year ended
Septerber 30, 208, the City recognized pension expense for the Consolidated Plar3,d833105 At
SeptembeB0, 2.8, the City reported deferred outflows of resources and deferred inflows of resources related to
the Consolidated Plan from the following sowsce

Deferred Deferred
Outflows of Inflows of
Description Resources Resources
Difference Between Expected and Act&perience $ 1,439,353 $ 4,593,511
Charges of Assumptions 6,851,349 -
Net DifferenceBetween Projected and Actuahrnings
on Pension Plan Investments - 11,389,514
Total $ 8,290,702 $ 15,983,025

Amounts reported as Deferred Outflows of Resources and Deferred Inflows of Resources related to pensions will be
recognized ipensionexpense as follows:

Net Deferred

Fiscal Year Outflows/(Inflows)
Ending of Resources

2019 $ (395,418)
2020 (4,292,530)
2021 (2,790582)
2022 (298,119
2023 84,326

Thereafter -

(C) Defined Contribution Pension Plan

Plan Description—The Defined Contribution Pension Plan is open to certain existing City professional and
managerial employees. The plan is only available to newly hiredllgtrofessional and managerial employees.
The Commission of the City of Gainesville adopted this plad related amendments through a City Ordinance.

The plan is qualified under the provisions of Section 401A of the Internal Revenue Code. Assets of the Defined
Contribution Plan are setfirected, and investment results are reported to employee®idyaThe City does not

have fiduciary accountability for the Defined Contribution Pension Plan and, accordingtarihie not reported in

the accompanying financial statements.

Fundi ng THeednttihutonrequirements of plan members and thedté established and may be amended
by City Ordinance approved by the City Commission in accordance with applicabl&@tate. Plan members are
required to contribut&% of their annual covered salary. The City is required to contriiteof covered payroll.
During fiscal year 2018, plan members contribu&87,877and the City contributed380,240
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NOTE 6 - OTHER POST-EMPLOYMENT BENEFITS PLAN

Plan Descriptior—BYy ordinance enacted by the City Commission, the City has established the Retiree Health Care
Plan (RHCP) a singleemployer defined benefit postemployment health care plan that covers eligible retired
employees.RHCP, which is administed by the City, allows employees who retire and meet retirement eligibility
requirements under one of the City’s retirement plans
plan. Administrative costs are finange¢hrough investment eangs.

The City of Gainesville issues a publicly available financial report that includes financial statements and required
supplementary information for the RHCP. That report may be obtained by writing to City of Gainesville, Finance
Department, B). Box490, Gainesville, Florid82627or by calling (352834-5054.

Benefits Provided-Prior to September 1, 2008ormal or early retirees are subsidized $10.00 times the number of
years of credited service plus one of the following:
a. Plus $5.00 times the numbers of years of age and portion thereof over 65, on the date that retiree first enters
the retiree health insurance program or January 1, 2009, whichever is later; or
b. Minus $5.00 times the number of years of age and portion thereler 65, on the date that retiree first
enters the retiree health insurance program or January 1, 2009, whichever is later.

DROP participants who have entered a regular DROP before September 1, 2008, or who have declared their
intention to reverse DR® before September 1, 2008, shall have the period of employment while in the regular
DROP, or the period of employment after the effective date of commencement of participation in the (reverse)
DROP, added to credited service for purposes of the calaukd¢iscribed above.

For disabled retirees, the amount that the City will contribute towards the required premium, for persons who
become retirees based upon application for disability retirement submitted before September 1, 2008, will be an
amount equato:
a. 80% of the individual premiums of the least costly city group health plan option being offered at that time.
b. The City will contribute towarsl any other tier of coveragen amount equal to 150% of the individual
premium of the least costly City groupaploption being offered at that time.

For current retirees age 65 or older on January 1, 2009, the amount the City will contribute towards the required
premium will be the greater of the amount contributed for the month of August 2008 or the amount determined
under the provisions of tHRHCP.

After August 31, 2008normal or early retirees are subsidized $10.00 times the number of years of credited service
plus one of the following:
a. Plus $5.00 times the numbers of years of age and portion thereof over 65, on the date that retiree first enters
the retiree health insurance program; or
b. Minus $5.00 times the number of years of age and portion thereof under 65, on the date that retiree first
enters the retiree health insurance program.

DROP participants who have entered a regular DROP after ABgug008, or who have declared their intention to
reverse DROP after August 31, 2008, shall not have the period of employment while in regular DROP, or the period
of employment after the effective date of commencement of participation in the (reverse) 8R@fas credited
service for purposes of the calculation described above.

69



CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 6 - OTHER POST-EMPLOYMENT BENEFITS PLAN (Continued)

Benefits Provided{ C o ided) u
For disabled retirees, the amount that the City will contribute towards the required premium, for persons who
become retirees based upon application for disability retirement submitted after August 31, 2008, will be:
a. For apmiine-ofeddit a’bidliisti es under the Consolidated Pl an
Plan, the City will contribute towards an indival premium an amount equal to:
i. 80% of the individual premiums of the least costly city group health plan option being offered at
thetime the disability retirement is approved.
i. The City will contribute towads any other tier of coverage amount equal to 150% of the
individual premium of the least costly City group plan option being offerethattime the
disability retirement is appved.
b. For approved disdinofdutyd&s ohkeCitlyawiTincontribute
above.

Those who do not meet the age and service requitsnadove are eligible for coverage onlRRetirees must pay
100% of the active premium rates up to age 65, the 100% of the Medicare supplement premium rate.

Employeesovered byBenefitTerms—At September 30, 2018, the following employees were covered by the benefit
terms

Active Employees 2,068
Inactive Employees:
Retirees and Beneficiari€urrentlyReceiving Benefits 869
Vested Terminated Members Entitled to Future Benefits 1,131
Total 4,068

Contributions—The contribution policy of the City is established and may be amended Bytyhat any time.The

annual contribution consists of the normal cost amount developed annually plus, given there is any unfunded
actuarial accrued liability (UAAL), an amount to amortize said UAAL over 10 years from incegtmmthe 2018

fiscal yearthe City contributed a total of $2,016,572 to-fuad benefits.

In July 2005, the City issue#35,210,000 Taxable Other Pd&stployment Benefit (OPEB) bonds to retire the
unfunded actuarial accrued liability then existing in the RHCP Trust Fund. Tdweed the City to reduce its
contribution rate.

InvestmenPolicy—The City Commission has the responsibility to develop a policy for the investment of the assets

of the RHCP. The investment of the assets must be consistent with the written investingradopted by the

City Commission (Section-238 of the Gainesville City Code). The policies are structured to maximize the

financial return to the RHCP consistent with the risks incumbent in each investment and are structured to establish

and maintai an appropriate diversification of the RHCP’s as
studies to evaluate the potential consequence of alterriati@stment strategies on the long term vibing of the

RHCP.

Net OPEB Liabiliy—The City imgemented GASB Statement No. 75 in 2018. The net OPEB liability related to the

RHCP was measured as of September 30, 2018, and the total OPEB liability used to calculateRES ithility
was determined by an actuarial valuation as of October 7, Billed forward toSeptember 30, 2018
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NOTE 6 - OTHER POST-EMPLOYMENT BENEFITS PLAN (Continued)

Net OPEB Liabiliy—(Concluded)
The components of the net OPE&bility at September 30, 281were as follows:

Components of Net OPEB Liability

Total OPEB Liability $ 74,213,751
Plan Fiduciary Net Position 67,399,291
City’s Net OPEB Liability $ 6,814,460
Plan fiduciary net position as a percentage of the @R&EB liability 90.82%

SignificantActuarial Assumptions-The total OPEB liability was determined by an actuagdliation as of October 1,
2017, using the following actuarial assumptions, applied to all periods included in the measurement, unless otherwise
specified

Inflation Rate 3.00%
Investment ReturRate 8.00%
Salary Increase Service Based
Discount Rate 8.00%

Healthcare Cost Trend Rate 8.30% to 4.50%

Mortality Rate—All mortality rates were based on the 2B00 mortality tables. All mortality rates are those
outlined in Milliman's July 1, 2016Florida Retirement System (FRS) valuation report.

Long Term Expected Rate of ReturThelongterm expectedateof return on RHCP investments can be determined
using a buildingblock method in which best estimate ranges of expduatade real rates of return (expected returns,
net of RHCP investment expenses and inflation) are developedafdr major asset classThese ranges are
combined to produce the lofigrm expected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation.

Best estimatesgf e o me t ri ¢ real rates of return for each major
allocation as of September 30, 2018 are summarized in the following table:

Long-Term
Target Expected Rate
Allocation of Return
Equities 80.00% 9.00%
Real Estate 10.00% 6.00%
Alternative Investments 5.00% 8.00%
Fixed Income 5.00% 3.00%

Total 100.00%

Discount Rate-Thediscount rate used tmeasure the tot&PEBIliability was 800%. The projection of cash flows

used to determine the discount rate assumed that plan member contributions will be made at the current contribution
rate and that City contributions will be made at rates equal to the actuarially degbmrointribution rates less the
member contributionsBased on those assumptions, R1¢CPs fiduciary net position was projected to be available

to make all projected future benefit payments of current plan membéerefore, the longerm expected ratef

return on the pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.
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NOTE 6 - OTHER POST-EMPLOYMENT BENEFITS PLAN (Continued)

Changes inNet OPEB Liability

Increase (Decrease)

Plan
Total Fiduciary Net
OPEB Net OPEB
Liability Position Liability
Balance at October 1, 2017 $ 67,590,558 $ 63,500,353 $ 4,090,205
Changes for the year:
Service cost 1,467,086 - 1,467,086
Interest 5,676,583 - 5,676,583
Differences between expected and actual experience 3,158,374 - 3,158,374
Changes in assumptions 675,415 - 675,415
Contributions - employer - 2,016,572 (2,016,572
Net investment income - 6,250,519 (6,250,519
Benefit payments (4,354,263) (4,354,263) -
Administrative expense - (13,890) 13,890
Net changes 6,623,195 3,898,938 2,724,257
Balance at September 30, 2018 $ 74,213,753 $ 67,399,291 $ 6,814,462

Sensitivity of the Net OPEB Liability to Changes in the Discount-Rate following presents the net OPEB

liability, calculated using the discount rate of 8.00%, as wellaswh&tthe n” s net OPEB 1liabilit
were calculated using a discount rate that is 1 perceptaigelower (7.00%) or 1 percentageint higher (9.00%)

than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
(7.00%) (8.00%) (9.00%)
Net OPEB Liability (Asset) $ 13,903,239 $ 6,814,460 $ 682,774

Sensitivity of the Net OPEB Liability to Changes in the Health Care Trend-Rdtte following presents the net
OPEB liability, calculated using the health care cost trend rat386, as well as what thRHCP net OPEB
liability would be if it were calculated using a health care cost trend rate that is 1 perquoitdgewer or 1
percentagepoint higher than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
Net Pension Liability (Asset) $ (459,802 $ 6,814,460 $ 15,334,100
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NOTE 6 - OTHER POST-EMPLOYMENT BENEFITS PLAN (Concluded)

OPEB Expense andDeferred Outflows of Resources andeferred Inflows of Resources—+or the year ended
September 30, 2018, the City will recognize OPEB expense of $2,416,50%eptember 30, 2018, the City
reported deferred outflows of resources and deferred inflows of resources related to OPEB from the following
sources:

Deferred Deferred
Outflows of Inflows of
Description Resources Resources
Difference Betwer Expected and Actual Experience $ 2,707,178 $ -
Changes of Assumptions 578,927 -
Net Difference Between Projected and Actual

Earnings on OPEB Plan Investments - 961,78
Total $ 3,286,105 $ 961,78

Amounts reported as Deferred Outflows of Resources and Deferred Inflows of Resources réldr&d taill be
recognized irOPEBExpense as follows:

Net Deferred

Fiscal Year Outflows/(Inflows)
Ending of Resources
2019 $ 307,238
2020 307,238
2021 307,238
2022 307,238
2023 547,684
Thereafter 547,683

NOTE 7 - DEFERRED COMPENSATION PLAN

The City of Gainesville offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The City has complied with the requirements of subsection (g) of IRC Section 457 and,
accordingly, all assets and incerof the plan are held in trust for the exclusive benefit of the participants and their
beneficiaries.
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NOTE 8 - LONG-TERM DEBT AND CAPITAL LEASES

Governmental Activities

= $15,892,220 Guaranteed Entitlement Revenue and Refunding Bonds, Series 1993.0% - 6.1%, final
maturity 2024; payable solely from and secured by
Guaranteed Entitlement Funds (IntergovernmeRtalenues).Current Interest Paying Bondgere paid in full
August 1, 2006. Fo€apital Appreciation Bondrincipal is payable August 1 and February 1 beginning
August 1, 2018. Interest accrues to principal and is payable upon maturity or prior iedempt

= $40,042,953 Taxable Pension Obligation Bonds, Series 2003A.71%- 6.19%, issued March 14, 2003, final
maturity October 2032, payable solely from ramh valorem revenues.Principal payable annually on
Octoberl, beginning 2004.Interest payable serainnually beginning October 1, 2003'he bonds are not
subject to redemption prior to maturity.

= $49,851,806 Taxable Pension Obligation Bonds, Series 20038.07%- 5.42%, issued March 14, 2003, final
maturity October, 2033, payablsolely from norad valorem revenues.Principal payable annually on
Octoberl, beginning 2006 Interest payable serainnually beginning October 1, 2003 he bonds are not
subject to redemption prior to maturity.

= $11,500,000 Capital Improvement Revenue Not&eries 2009- 5.15%, issued July 3, 2009, final maturity
November 1, 2028, payable solely from rawhvalorem revenues. Principal payable annually on November 1,
beginning in fiscal year 2011, interest payabémiannually beginning November 1, 2009. This note also
funded an additional $1.5 million of capital projects for which the debt and assets are reported in the Solid
Waste and Stormwater enterprise fundsis note was partially refundday Revenue Reihding Note Series
2016A. Final payment is due November 1, 2018.

= $3,036,907 Capital Improvement Revenue Bonds, Series 2010.00%- 4.375%, issued July 13, 2010, final
maturity October 2030, payable solely from raxh valorem revenues.Principal payale annually on
Octoberl, beginning 2011 Interest payable serainnually beginning October 1, 2010rhe bonds are not
subject to redemption prior to maturity. This note also funded an additional $1,313,093 of capital
improvements for which the debt aassets are reported in the Ironwood Golf Course enterprise fund.

= $361,856 Construction Promissory Note Variable interest rate based on 5 Year Treasury Index plus 2.75%. In
December 2009, a promissory note was entered into for construction of the CRA office building with Sunstate
Federal Credit Union to be repaid from tax increment proceéasrest pgable monthly beginning February
2010 and principal payable monthly beginning February 2011. Loan payments are amortized over a 360 month
period with a balloon payment due February 2025. The interest rate was 5.99% at September 30, 2018.

= $6,230,000 Revaue Refunding Note Series 2011 2.36% fixed, issued November 1, 2011, final maturity
July1, 2022; payable solely from nau valorem revenues. Proceeds from the Note were used to refinance all
of the First Florida Governmental Finance Commission Series 2002 Bonds along with closing costs incurred.

= $3,730,000 Revenue Note Series 201142.29% fixed issued December 21, 2011, final maturity October 1,
2021; payable solely from nead valorem revenues. Proceeds from the Note are to be used for partial funding
of the renovation and reconstruction of the Police Department Headquarters, aapitaveéments and
remediation improvements at Depot Park and other capital improvements.

= $14,715,000 Revenue Refunding Note Series 20142.4% fixed, issued February 14, 2014, final maturity

Octoberl, 2025; payable solely from nead valorem revenues. Reeds from the Note were used to refinance
all of the Capital Improvement Revenue Bond Series 2005 Bonds along with closing costs incurred.
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Continued)

Governmental Activities (Concluded)

=  $12535000Capital Improvement Revenue Bonds, Series 20142.00%- 5.00%, issuedDecember 1,72014,
final maturity October 208 payable solely from nead valorem revenuesPrincipal payable annually on
Octoberl, beginning 203. Interest payable serainnually beginningipril 1, 205. The bonds are not subject
to redemption prior to maturity. This note also funded an additional $2,000,000 of capital improvements for
whichthe debt and assets are reported in the Solid Waste enterprise fund.

= $11,970,000 Revenue Refunding Note Series 2016/2.3% fixed, issued April 15, 2016, final maturity
Novemberl, 2028; payable solely from nau valorem revenuesProceeds from the Ne were used to
refinance all of thd-irst Florida Governmental Financing Commission Loan, Series 2005 and the First Florida
Governmental Financing Commission Loan, Series 2007 and partial refunding Ghital Improvement
RevenueNote Series 200 alongwith closing costs incurred.

= $6,630,000 Capital Improvement Revenue Notes, Series 2016R.4% fixed, issued April 15, 2016, final
maturity October 1, 2031, payable solely from +amhvalorem revenuesAnnual Principal payments begin on
October 1, 2017.Semiannual interest payments begin November 1, 2(R&ceeds from the Note are to be
used for partial funding of the road resurfacing and repairs and streetscapes.

= $10,365,000 Capital Improvement Reznue Note,Series 2017- 2.75% fixed, issuedDecember 7, 2017
finance the cost of: (1) acquiring, installing, and consulting costs related to implementing a Human Resources
ERP system; (2) acquisition, construction, improvement and equipping a SoutlSkieét firehouse; and (3)
street, curb, storm water infrastructure improvements and other capital desgable solst from nonad
valorem revenues, principglayments on thaote is payable annually commencing October 1, 208 a
maturity date of ©tober 1, 2037 Interest payments on the note is payable semually on April 1 and
October 1 of each year.

BusinessType Activities — Utility Fund

= $196,950,000 Utilities System Revenue Bonds, 2005 Series A75%- 5.00%, dated November 16, 2005,
mature on various dates through October 1, 2036. The 2005 Series A Bonds are subject to redemption at the
option of the City on and after October 1, 2015, as a whole or in part at any time, at a redemption price of 100%
of the principal amount, plus aced interest to the date of redemption. The 2005 Series A Bonds were issued
to pay a portion of the cost of acquisition and c¢cons:t
and to refund the City’s Ut,iSériestCi k March 007, then?2007 Sen@seAr ¢ i a |
Bonds ($139,505,000) were issued to advemefend to the maturity dates a portion of the bonds maturing from
October 1, 2030 to October 1, 2036. The proceeds related to the refunded bonds were depasiteddndov
account to refund the bonds on October 1, 2015, at 100% of par. In August 2012, the 2012 Series A Bonds
($81,860,000) were issued to refund $78,690,000 of bonds maturing from October 1, 2021 through October 1,
2028. In December 2014, the 201dri8s B Bonds ($30,970,000) were issued to advesfted $12,725,000
for portions of bonds maturing from October 1, 2029, October 1, 2030, and October 1, 2036.

= $61,590,000 Utilities System Revenue Bonds, 2005 Series B (Federally Taxablep.31%, dated
Novemberl6, 2005, final maturity October 1, 2021. The 2005 Series B Bonds are subject to redemption at the
option of the City, in whole or in part, on any date, at a redemption price equal to the greater of: 100% of the
principal amount, plus accrueddunpaid interest to the date of redemption; or the sum of the present values of
the remaining scheduled payments of principal and interest on the bonds to be redeemed discounted to the date
of redemption on a semiannual basis plus 12.5 basis points.200% Series B Bonds were issued to pay a
portion of the cost of acquisition and construction
refund the City’s Utilities System Commer tniAugust Paper |
2012, the 2012 Series B Bonds ($100,470,000) were issued to partially refund $31,560,000 of bonds maturing
from October 1, 2015 and October 1, 2021.
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Continued)

BusinessType Activities — Utility Fund (Continued)

= $55,135,000 Utilities System Revenue Bonds, 2005 Series Zariable interest rates based on market rates,
1.67% at September 30, 2018, dated November 16, 2005, final maturity Ottd@#6. The 2005 Series C
Bonds are subject to redemption at tption of the City at a redemption price of 100% of the pricgmount,
plus accrued interest to the date of redemption. The 2005 Series C Bonds were issued to refund a portion of the
City’s Utilities System Revenue Bonds, 1996 Series A.
expires Novembe24,2020. In August 2012, the 2012 Series B Bonds ($100,470,000) were issued to partially
refund $17,570,000 of bonds maturing from October 1, 20BitfinOctober 1, 2017.

= $53,305,000 Utilities System Revenue Bonds, 2006 SeriesVariable interest ratdsased on market rates, 1.67%
at September 30, 2018, dated July 6, 2006, final maturity October 1, 2026. The 2006 Series A Bonds are subject to
redemption at the option of the City, in whole or in part, at a redemption price equal to 100% of the privenijgl
plus accrued interest to the date of redemption. The 2006 Series A Bonds were issued to pay a portion of the cost of
acquisition and construction of certdinmpr ove ments to the City’s utilities
Ci t y’ s Systeni Revenue Bands, 1996 Series A. In August 2012, the 2012 Series B Bonds ($100,470,000)
were issued to partially refund $25,930,000 of bonds maturing from October 1, gighfBctoberl, 2020. A
liquidity facility is provided by Helaba at 0.29%dhexpires November 24, 2020.

= $139,505,000 Utilities System Revenue Bonds, 2007 Series ¥ariable interest rates based on market rates,
1.57% at September 30, 2018, dated July 6, 2006, final maturity October 1, 2036. The 2007 Series A Bonds are
subjectto redemption at the option of the City, in whole or in part, at a redemption price equal to 100% of the
principal amount plus accrued interest to the date of redemption. The 2007 Series A Bonds were issued to refund a
portion of thea eGi tRe’vse nlitei IBiotnidess, R¥WWs03 Series A and a
Revenue Bonds, 2005 Series A liquidity facility is provided by State Street Bank and Trust at 0.46% and
expires April 1, 2021.

= $105,000,000 Utilities System Revenue Bonds, 2008 Series A (Federally Taxableb.27%, dated
Februaryl3, 2008, final maturity October 1, 2020. The 2008 Series A Bonds are subject to redemption prior to
maturity at the election of the City in whole orpart, at a redemption price equal to the greater of: 100% of
the principal amount, plus accrued and unpaid interest to the date of redemption; or the sum of the present
values of the remaining scheduled payments of principal and interest on the bbededeemed discounted to
the date of redemption on a semiannual basis plus 12.5 basis points. The 2008 Series A Bonds were issued to
pay costs of acquisition and construction of the Cif
Bonds ($100470,000) were issued to partially refund $14,405,000 of bonds maturing from October 1, 2014
through October 1, 2017. In December 2014, the 2014 Series B Bonds ($30,970,000) were issued to redeem
$19,915,000 for portions of bonds maturing from Octobe0152hrough October 1, 2020.

= $90,000,000 Utilities System Revenue Bonds, 2008 Series Rariable interest rates based on market rates,
1.58% at September 30, 2018, dated February 13, 2008, final maturity OLt&688. The 2008 Series B
Bonds are suleict to redemption prior to maturity at the election of the City in whole or in part, at a redemption
price of 100% of the principal amount plus accrued interest to the date of redemption. The 2008 Series B
Bonds were issued to pay costs of acquisitionamdn s t r uct i on of the City’s wutildi
is provided by Barclay’s at 0.29% and expires June 2
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Continued)

BusinessType Activities — Utility Fund (Continued)

= $156,900,000 Utilities System Revenue Bonds, 2009 Series Bsuer Subsidy— Build America Bonds
(Federally Taxable)— 4.60%— 5.65%, dated September 16, 2009, final matu@itgober 1, 2039. The 2009
Series B Bonds are subject to redemption prior to maturity at the election of the City at a redemption price equal to
the greater of: 100% of the principal amount, plus accrued and unpaid interest to the date of redertipion; or
sum of the present values of the remaining scheduled payments of principal and interest on the bonds to be
redeemed discounted to the date of redemption on a semiannual basis plus 12.5 basis points. The 2009 Series B
Bonds were issuedtopaycostaof qui s i tion and construction of the Cit 3

= $12,930,000 Utilities System Revenue Bonds, 2010 Series A (Federally Taxablep.87%, dated
Novemberl, 2010, final maturity October 1, 2030. The 2@&HiesA Bonds are subject to redemptiprior to
maturity at the election of the City at a redemption price equal to the greater of: 100% of the principal amount,
plus accrued and unpaid interest to the date of redemption; or the sum of the present values of the remaining
scheduled payments pfincipal and interest on the bonds to be redeemed discounted to the date of redemption on
a semiannual basis plus 12.5 basis points. The 3@ti@sA Bonds were issued to (a) pay costs of acquisition
and construction of tolprevid€forthe payment of cartdintcapitaizedsingesest enithe ( b )
Taxable 2010 Series A Bonds, and (c) to pay the costs of issuance of the Taxable 2010 Series A Bonds.

= $132,445,000 Utilities System Revenue Bonds, 2010 Series Bsuer Subsidy— Build America Bonds
(Federally Taxable)— 6.02%, dated November 1, 2010, final maturity Octdhe2040. The 2010 Series B
Bonds are subject to redemption prior to maturityhatelection of the City at a redemption price equal to the
greater of: 100% of the principal amount, plus accrued and unpaid interest to the date of redemption; or the
sum of the present values of the remaining scheduled payments of principal and ametestbonds to be
redeemed discounted to the date of redemption on a semiannual basis plus 12.5 basis points. The 2010 Series B
Bonds were issued to (a) pay costs of acquisition an
for the paynent of certain capitalized interest on the Taxable 2010 Series B Bonds, and (c) to pay the costs of
issuance of the Taxable 2010 Series B Bonds.

= $16,365,000 Utilities System Revenue Bonds, 2010 Series £00%- 5.25%, datedNovember 1, 2010, final
maturity October 1, 2034. The 20$@riesC Bonds are subject to redemption prior to maturity at the election of
the City at a redemption price so specified. The 28&flesC Bonds were issued to (a) refund $5,860,000 in
aggregate principal amount ofett2003 Series A Bonds, and (b) to provide funds to refund $10,505,000 in
aggregate principal amount of the 2008 Series A Bonds.

= $81,860,000 Utilities System Revenue Bonds, 2012 Series A.50%— 5.00%, dated Augug, 2012, final
maturity October 1, 2028The 2012 Series A Bonds were issued to (a) provide funds to refund $1,605,000 in
aggregate principal amount of the 2003 Series A Bonds, (b) to provide funds to refund $78,690,000 in aggregate
principal amount of the 2005 Series A Bonds, andq@ay ost of issuance of the 2012 Series A Bonds.
These bonds mature at various dates from October 1, 2021 to October 1, 2028. Those bonds maturing on and
after Octobed, 2023, are subject to redemption prior to maturity, at a redemption price so specified.

= $100,470,000 Utilities System Revenue Bonds, 2012 Series ¥ariable interest rates based on market rates,
1.59% at September 30, 2018, dated August 2, 2012, final maturity October 1, 2042. The 2012 Series B Bonds
were issued to (a) refund $31,560,00@gyregate principal amount of the 2005 Series B Bonds, (b) provide funds
to refund $17,570,000 in aggregate principal amount of the 2005 Series C Bonds, (c) provide funds to refund
$25,930,000 in aggregate principal amount of the 2006 Series A Bongm\de funds to refund $14,405,000 in
aggregate principal amount of the 2008 Series A Bonds, and (e) pay costs of issuance of the 2012 Series B Bonds.
These bonds mature at various dates through October 1, 2042. The 2012 Series B Bonds are sidnjegotioo re
prior to maturity, at a redemption price so specified. A liquidity facility is provided by Citibank at 0.33% and
expires on June 29, 2020.
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Continued)

BusinessType Activities — Utility Fund (Continued)

$37,980,000 Utilities System Revenue Bonds, 2014 Series 2.50%— 5.00%, dated December 19, 2014,

with final maturity October 1, 2044. The 2014 Series A Bonds were issued to (a) provide funds for the payment
of the cost and acquisition and construction of certain improvements to the System, and (b) pay costs of
issuane of the 2014 Series A Bonds. These bonds mature at various dates beginning October 1, 2015, and
from October 1, 2021 t@ctoberl, 2034, October 1, 2039, and October 1, 2044. The bonds maturing prior to
October 1, 2024 are not subject to redemptionrgdamaturity. The bonds maturing on and after October 1,
2025 are subject to redemption prior to maturity at the option of GRU on and after October 1, 2024, as whole
or in part at any time, at a redemption price plus interest so specified.

$30,970,000 Utilities System Revenue Bonds, 2014 Series B.13%— 5.00%, dated December 19, 2014,

with final maturity October 1, 2036. The 2014 Series B Bonds were issued to (a) provide funds to refund
$12,725,000 in aggregate principal amount of aipomf the 2005 Series A Bonds; (b) provide funds to refund
$19,915,000 in aggregate principal amount of a portion of the 2008 Series A Bonds; and (c) pay costs of
issuance of the 2014 Series B Bonds. These bonds mature at various dates beginnind Gtiébethrough
October 1, 2020, from October 1, 2029 to October 1, 2030, and October 1, 2036. The bonds maturing prior to
Octoberl, 2024, are not subject to redemption prior to maturity. The bonds maturing on and after Qctober
2025, are subject tedemption prior to maturity at the option of GRU on and after October 1, 2024, as whole
or in part at any time, at a redemption price plus interest so specified.

$415,920,000 Utilities System Revenue Bonds, 2017 Series A00%—- 5.00%, dated November 7, 2017,

with final maturity on October 1, 2040. The 2017 Series A Bonds were issued concurrently with 2017 Series B
and Series C bonds to (a) finance a portion of the costs of acquisition of the GREC Biomass Plant and (b) pay
costof issuance. These bonds mature at various dates beginning October 1, 2018 and ending October 1, 2040.
The 2017 Series A Bonds were issued at a premium of $73,205,458 as serial bonds with the first optional call
date of Octobet, 2027. These bonds asebject to redemption prior to maturity.

$150,000,000 Utilities System Revenue Bonds, 2017 Series\Rariable interest rates based on market rates
2.22%at September 30, 2018ated November 7, 2017, final maturity October 1, 2044, and issued corlgurrent
with 2017 Series A and 2017 Series C Bondgajofinance a portion of the costs of acquisition of the GREC
Biomass Plant and (b) paying cost of issuaridgese bonds are direct placement bonds and the sale was awarded
to Wells Fargo Bank, N.A. with ¢éhfollowing terms: (a) GRU pays variable rate at 70% of 1 Month Libor times
the margin rate factqiMRF) (b) bank fee of .35%, calculated on the basis of 360 days (c) contract termination
date of November 7, 2020These bonds mature at various dates éginOctober 1, 2040, with final maturity

date of October 1, 2044.

$115,000,000 Utilities System Revenue Bonds, 2017 Series \Zariable interest rates based on market rates
2.30%at September 30, 2018ated November 7, 2017, final maturity October 1, 2047, and issued concurrently
with 2017 Series A and 2017 Series B Bondgalofinance a portion of the costs of acquisition of the GREC
Biomass Planand (b) pay cost of issuanc&hese bonds are dirgatacement bonds and the sale was awarded to
Bank of America, N.A. with the following terms: (a) GRU pays variable rate at 70% of 1 Month Libor times MRF
(b) bank fee of .41%, calculated on the basis of 360 days (c) contract termination date of Novez@Bér 7,
These bonds mature at various dates beginning October 1, 2044, with final maturity date of October 1, 2047.
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Continued)

BusinessType Activities — Utility Fund (Concluded

$125,000,000 Utilities System Commercial Paper Notes, Series C NoteJhese taxexempt notes are
subordinated debt and may continue to be issued to refinance maturing Series C Noteslerf@rather

costs. On May 17, 2018, the City Commission approved the Fourth AmendmentSedived Supplemental
Subordinated Utilities System Revenue Bond Resolwtighorizing the issuance of additional Series C
Commercial Paper. GRU issued $40,000,000 in Series C Commercial Paper Notes on July 19, 2018. The
Commercial Paper proceeds are to partially fund the 2018 capital improvement program for the System.
Liquidity support for the Series C Notes is provided under afeng credit agreement effective November 30,

2015, with Bank of America, NA at 0.45% and was set to expire November 3Q,[201&s been extended to
November 30, 2021. The obligation of thenkanay be substituted by another bank that meets certain credit
standards and which is approved by the Utility and the Agent. Under terms of the agreement, the Utility may
borrow up to $125,000,000 with same day availability ending on the termination edaidefined in the
agreement. Interest is at a variable market rate which was 1.69% at September 30, 2018. Series C Notes of $85
million are outstanding as of SeptemBér 2018.

$25,000,000 Utilities System Commercial Paper Notes, Series D Notel June2000, a Utilities System
Commercial Paper Note Program, Series D (taxable) was established in a principal amount not to exceed
$25,000,000. On December 16, 2014, GRU issued $8,000,000 of Series D Notes to provide funds for the cost of
acquisition andconstruction of certain improvements to the telecommunications system. Interest is at a variable
market rate of 2.24% at September 30, 2018. Series D Notes of $8 million are outstanding as of September 30,
2018. These taxable notes are subordinatetd dahuidity support for the Serid3 Notes is provided under a
longterm credit agreement effective August 28, 2014, with State Street Bank and Trust Company at 0.42% and
expires Augusg8, 2020.

$25,000,000 Utilities System Variable Rate Subordinatddtilities System Revenue Bond, 2018 Series-40n

May 17, 2018, City Commission authorized a revolving line of credit on parity with commercial paper notes to
finance from time to time tax exempt projects for the capital improvement plan for the algstigin. The award

of sale of purchase of the 2018 Series A Bond went to STI Institutional & Government, Inc. (SunTrust Bank),
terms set forth in the purchase contract in the principal amount not to exceed $25,000,000. The contract of
purchase is effecteron August 3, 2018 and expires August 3, 2021. The interest rate is 81% of 1M Libor plus
1.85% calculated on the basis of a 360 day year. The unused fee (liquidity fee) is .25%. As of September 30,
2018, there was $0 outstanding.

BusinessType Activities - Non-Utility Notes

$4,312,000 State Revolving Loan Depot Park Remediation (FDEP)- In an agreement dated December 9,

2004, FDEP issued the City a loan not to exceed $16,360,500 (including $360,500 of capitalized interest) for
remediation of the Depot Park area for stormwater improvements. The loan was amended on September 9,
2008, toreduce the available principal from $16,000,000 to $4,312,000 as the Utility chose to withdraw from
the program before drawing any funds. The loan is made infeeestbut includes a 1.97% annual grant
allocation assessment rate and a-bme 2% loanservice fee. Repayment began in September 2007 and will
continue semannually until the balance is repaid. Payable from-adnvalorem revenues, including
stormwater fees. The principal balance outstanding at September 30, 2018, was $1,279,626.

$1,50Q0000 Capital Improvement Revenue Note, 2009 (CIRN) 5.15%, issued July 3, 2009, final maturity
November 1, 2028, payable solely from rexhvalorem revenues. Principal payable annually on November 1,
beginning in fiscal year 2011, interest payable samually beginning November 1, 2009. This note also
funded an additional $11.5 million of capital projects for governmental activities.
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BusinessType Activities - Non-Utility Notes (Concluded)

= $1,313,093 Capital Improvement Revenue Bonds, Series 201R.00%- 4.375%, issued July 13, 2010, final
maturity October 2030, payable solely from ramhvalorenrevenues Principal payable annually on October
1, beginning 2011 Interest payable serainnually beginning October 1, 2010 he bonds are not subject to
redemption prior to maturity. This note also funded an additional $3,036,907 of capital projects f
governmental activities.

= $2,000,000 Capital Improvement Revenue Bonds, Series 2012.00%- 5.00%, issued December 17, 2014,
final maturity October 2034, payable solely from raxh valorem revenuesPrincipal payable annually on
October 1, beginning015 Interest payable serainnually beginning April 1, 2015The bonds are not subject
to redemption prior to maturity. This note also funded an additional $12,536f068pital projects for
governmental activities.

Debt ServiceRequirements for Long-Term Debt

Annual debt service requirements to maturity for kbeign debt are as follows

Year Ending Governmental Activities Business-Type Activities

September 30, Principal Interest Principal Interest
2019 $ 7,002,113 $ 7,110,242 $ 28,275,355 $ 52,841,153
2020 7,390,565 7,174,196 31,314,663 52,371,392
2021 7,768,791 7,241,351 40,024,216 51,292,856
2022 7,748,694 7,297,689 40,366,455 49,835,720
2023 7,492,977 7,365,428 42,174,877 48,273,711
2024-2028 38,342,984 34,227,579 242,555,103 216,322,507
2029-2033 46,496,181 6,591,097 309,108,820 166,649,929
2034-2038 3,415,024 207,211 341,494,193 112,059,295
2039-2043 - - 345,505,000 48,329,359
2044-2048 - - 205,930,000 13,842,263
2049 - - 5,575,000 47,109
Total $ 125657,329 $ 77,214,793 $ 1,632,323,682 $ 811,865,294

See Note 9 Hedging Activities, for additional debt service requirements for interest rate swaps.

The interest rates used in this tafile variable rate debt are thosedffect as of September 30, 2048 described
above for each individual issue

TheUt i 12009ySeries B and 2010 Series B Bonds receive a federal interest subsidy of 32.7% of the annual

interest expense and are amssd to remain at said rate for the duration of the bonds. The subsidy is recorded as
non-operating revenue on the Statement of Revenues, Expenses, and Ch&ogediet Position.
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Debt ServiceRequirements for LongTerm Debt (Concluded)

For GRU’ s utilities system variable r1ate demand oblig
tenders for purchase with various liquidity providers pursuant to standby bond purchase agreements (SBPA) or
credit agreements relating to that sergd obligation. The purchase price of the obligations tendered or deemed
tendered for purchase is payable solely from the proceeds of the remarketing thereof and moneys drawn under the
applicable SBPA or credit agreementhe current stated terminatiatates of the SBPA and credit agreements

range from June 29, 2020 to November 30, 2021. Each of the SBPA and credit agreement termination dates may be
extended. At Septemb86, 2018, there were no outstanding draws under the SBRAilable credits inailding

interest, under each VRDO are as follows: $26,535,389 for 2005 Series C, $18,627,894 for 2006 Series A,
$138,161,093 for 2007 Series A, $90,065,206 for 2008 Series B, and $101,659,125 for 2012 Series B.

GRU has entered into revolving credit agreataewith commercial banks to provide liquidity support for its
commercial paper notes. If funds are not available to pay the principal of any maturing commercial paper notes
during the term of the credit agreement, GRU is entitled to make a borrowing thederedit agreement. The
termination dates of the credit agreements, as of September 30, 2018, are November 30, 2021 and August 28, 2020.
The credit agreement supporting the-esempt Commercial Paper Notes, Series C had no outstanding draws as of
September 30, 2018. The credit agreement supporting the taxable Commercial Paper Notes, Series D had no
outstanding draws as of September 30, 2018.

Capital Leases

=  Siemens Buildings Technologies, GPD Energy Project Capital LeaseThis lease had an initialalue of
$942,136 and an interest rate of 4.18%, with lease payments due monthly for 144 months, beginning October
10, 2006. The lease will be repaid using 4aohvalorem revenues, and it is expected that the building
improvements being leased will resirt energy savings equal to or greater than the lease payments. These
assets are being amortizedpast of depreciation expense. The principal portion of the capital lease was paid in
full during fiscal year 2018.

=  Gainesville Renewable Energy Center Qatal Lease— GRU execute@d PPA with the Gainesville Renewable
Energy Center (GREC) in 2009. The plant, a 102.5 megawatt bidiresgower production facility located
in Alachua County, Florida, utilizes woody biomass comprised of urban wood wasst, faod waste, and
mill residue. The nature of these are further limited by Forest Sustainability Standarderinizicluded as
part of the PPA. The PPA requirthat GREC provide available energy, delivered energy, and environmental
attributes exclusively to GRU and began commercial operations on Deckémt13. GRUwvas required to
pay for all available energy from the plant at fixed prices, adjusted fadéitpd damages and other penalties.
GRU was also required to pay a variable operations and maintenance charge for all delivered energy, a fuel
charge for all delivered energy, a shutdown charge as applicable and ad valorem taxes paid by GREC.

During November of 2017, GRU purchased the plant and terminated the PPA and capitalllbadePA was
accounted for as a lortgrm capital lease for a term of 30 years with a capital lease asset and liability recorded.
The capital lease asset wasorded at $0 deptember 30, 2018. The total payments applicable to the lease
were $6,291,676 for September 30, 2018. The payments for fiscal year 2018 included $4,351,741 for interest
expense included in fuel costs. The capital lease was being amortized over diehid PPA. Amortization of
$3,449,252 was recorded at September 30, 2DUB.to the termination of the PPA, there were no minimum
payments due as of September 30, 2018.
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NOTE 8- LONG-TERM DEBT AND CAPITAL LEASES (Concluded

Pledged Revenues

The 1994 and 2004 Guaranteed Entitlement Revenue and Refunding Bonds were issued to refund multiple prior
issues and to fund road and building construction and repair projects. Both issues are secured by a lien upon and
pledge of the CtlemegntFandsG dThe remaining pridcipdl and interest payments on these bonds

at September 30, 201®tal $6,570,000 payable semiannually through July 1, 2024. Pledged revenue was
$1,095,000fr fiscal year 2018, which wa)(% of the annual debt requirent.

Under the terms of the Resolution relating to the sale of the Utilities System Revenue Bonds, payment of the
principal and interest is secured by an irrevocable 11i
established pursuant tbe Resolution for certain other specified purposes), including any investments and income
thereof. The Utilities System Revenue Bonds have a first lien and the Commercial Paper Series C and D Notes have

a second lien.For fiscal year 2018, principal andterest paidvas $90,095,336and total pledged revenuesas
$403,510,310. As of September 30, 2018, annual principal and interest payments are expected to require 20% of
pledged revenues on average.

The Resolution contains certain restrictions and mmi t me nt s , including GRU’s covena

rates and other charges to produce revenue sufficient to pay operation and maintenance expenses, amounts required
for deposit in the debt service account, and amounts required for depbsitiility plant improvement account.

Changes in LongTerm Liabilities

Longterm liability activity for the year ended September 30, 20&% as follows

Beginning Ending Due within
Balance Additions Reductions Balance One Year
Governmental Activities
Bonds Payable:

Revenue bonds and loans $ 14,899,032 $ - $ (854,040) $ 14,044,992 $ 867,527

Bond premium 863,345 - (93,685) 769,660 -

Pension obligation bonds 72,864,045 - (3,343,168) 69,520,877 1,950,400
Less deferred amounts:

For issuance discounts (9,816) - 768 (9,048) -
Total bond payable 88,616,606 - (4,290,125) 84,326,481 2,817,927
Capital lease 78,141 - (78,141) -

Revenue note 35,650,967 10,365,000 (3,924,507) 42,091,460 4,184,186
Compensated absences 3,941,453 4,941,132 (5,483,084) 3,399,501 130,999
Total $ 128287167 $ 15306,132 $ (13,775857) $ 129817442 $ 7,133,112

Typically, the general fund has been used in prior years to liquidate the liabil@dgrfggensated absences.

Beginning Ending Due within
Balance Additions Reductions Balance One Year
Business-Type Activities
Bonds payable:

Utility revenue bonds $ 871,540,000 $ 680,920,000 $ (18,120,000) $ 1,534,340,000 $ 27,885,000
Add: Issuance premiums 16,902,387 73,205,458 (6,349,460) 83,758,385 -
Total bonds payable 888,442,387 754,125,458 (24,469,460) 1,618,098,385 27,885,000
Utility notes payable 58,900,000 40,000,000 (5,900,000) 93,000,000 -
Capital lease 941,269,071 - (941,269,071) - -
Other notes payable 5,354,397 - (370,715) 4,983,682 390,355
Compensated absences 5,621,262 1,474,370 (1,912,537) 5,183,095 733,171

Total $ 1,899,587,117 $ 795599,828 $ (973,921,783) $ 1,721,265,162 $ 29,008,526
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NOTE 9-HEDGING ACTIVITIES

Interest Rate Hedges

The Utility is a party to certain interest rate swap agreemerisotect against the potential of rising interest rates
Underits interest rate swap progranthge Utility either pays a variable rate of interest, which is based on various
indices, and receives a fixed rate of interest for a specific period of(tiness earlier terminated), tre Utility

pays a fixed rate of interest and receives a variable rate of interest, which is based on various indices for a specified
period of time (unless earlier terminated). These indices are affected by changemarkiie The net amounts
received or paid under the swap agreements are recorded as an adjustment to interest on @tateimeinés of
RevenuesExpenses, an€Changes inFund Net Position and the Statement of ActivitiesNo money is initially
exchangd whenthe Utility enters into a new interest rate swap transaction.

Terms, Fair Values, and Counterparty Credit Ratirgche terms, fair values, and counterparty credit ratings of the
outstanding swaps as of September 30, 2018, were as follows:

Associated Bond Issue 2005B* 2005C* 2006A* 2007A*
Notional amounts $ 25230000 $ 26,225000 $ 23,375,000 $ 136,545,000
Effective date 11/16/2005 11/16/2005 7/6/2006 3/1/2007
Fixed payer rate SIFMA 3.200% 3.224% 3.944%
68.00% of
77.14% of 60.36% of 10YR LIBOR
Variable receiver rate 1MO LIBOR 10YR LIBOR Less 0.3635% SIFMA
Fair value 77,683 $ (938,709) $ (1,013,757) $ (24,513,913
Termination date 10/1/2021 10/1/2026 10/1/2026 10/1/2036
Counterparty credit rating  Aa2/AA- Aa3/A+/AA- Aa2/AA- Aa2/AA-
Associated Bond Issue 2008B* 2008B* 2017B* 2017B*
Notional amounts $ 58500000 $ 31,500,000 $ 105,000,000 $ 45,000,000
Effective date 2/13/2008 2/13/2008 11/7/2017 11/7/2017
Fixed payer rate 4.229% 4.229% 2.119% 2.110%
70.00% of 70.00% of

Variable receiver rate SIFMA SIFMA 1IMO LIBOR 1IMO LIBOR
Fair value $ (11,249,169) $ (6,063,425) $ 3419417 $ 1,516,588
Termination date 10/1/2038 10/1/2038 10/1/2044 10/1/2044
Counterparty credit rating Aa3/A+/AA Aa3/A+/AA Al/A+ A+ Al/A+ A+

* See “Basis Risk” section below for details.
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NOTE 9-HEDGING ACTIVITIES (Continued)

Interest Rate HedgegContinued)

Fair Value - All of the swapagreements, except for the 2008Bd 2017Bsways, had a negative fair value as of
September 30, 2018As the interest rate environment has risen over the past year, the negative fair value of the
swap agreements has improvétle to the lower interest ra¢ environment, as compared to the period when the
swaps were entered into, the fixed payer rates currently exceed the variable receiver rates:

Changes in
Fair Value of Regulatory
Interest Rate Changes in (Assets)
Swaps at Changes in Deferred Liability for
September 30, Fair (Inflow) Ineffective
2018 Value Outflow Instruments
2005B % 77,683 $ 45293 $ -$ (45,293
2005C (938,709) 741,679 - (741,679
2006A (1,013,757) 800,851 - (800,851
2008B (11,249,169) 4,047,671 (4,047,671) -
2008B (6,063,425) 2,180,720 (2,180,720)
2007A (24,513,913) 9,546,595 (9,549,595)
2017B 3,419,416 3,419,416 (3,419,416)
2017B 1,516,588 1,516,588 (1,516,588)

$ (38,765286) $ 22,298,813 $ (20,713,990) $ (1,587,823

Interest Rate Swap Payment®ebt service requirements on the interest rate swaps using interest effestimat
September 30, 2@ would be as follows:

Year Ending Swap

September 30, Interest
2019 $ 7,010,503
2020 6,913,376
2021 6,780,368
2022 6,631,034
2023 6,448,221
2024-2028 28,425,054
2029-2033 21,039,974
2034-2038 8,385,385
2039-2043 3,089,112
2044-2048 145,517
Total $ 94,868,544

Credit Risk— As of September 30, 281although most of the fair value of the interest rate swegsnegative,

GRU has structured its swap documents to minimize credit fiskmitigate thepotential for credit risk, GRU has
negotiated additional termination event and collateralization requirements in the event of a ratings downgrade.
Failure to deliver the Collateral Agreement to GRU as negotiated and detailed in the Schedule to thi®naterna
Swaps and Derivative Agreements (ISDA) master agreement for each counterparty would constitute an event of
default with respect to that counterparty.
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NOTE 9-HEDGING ACTIVITIES (Continued)

Interest Rate HedgegConcluded
Basis Risk- The swaps expose the City to basis askollows

=  The 2005 Series B swap is exposed to basis risk through the potential mismatch of 77.14%mohtbne
LIBRO and SIFMArate. As a result, savings may not be realizés of September 30, 2018, the ementh
LIBOR rate was 2.26% and SIFMA rate was at 1.56%, which places the SIFMA at approximately 69% of one
month LIBOR at that date.

=  The 2005 Series 8vap is exposed tbasis risk through the potential mismatch of 60.36% eyddr LIBOR
and the variable 3flay rollover rate. As a result, savings may not be realized. As of September 30, 2018, the
10-year LIBOR rate was at 3.11%.

=  The 2006 Series Awvap is exposed tbasis risk through the potential mismatch of 68% cf/&ér LIBOR less
0.36% and the variable 3fay rollover rate. As a result, savings nmay be realized.

=  The 2007 Series A and the 2008 SeriesvBps are exposed to the difference between SIFMAtmngariable
31-day rollover rate.

"  The 2017 Series Bwap is exposed to the difference between 70% of thermmh LIBOR and 70% of the
onemonth LIBOR plus bank fee times the margin rate factor (corporate tax change from 35% to 21%,
effective with the Bx Reform in January 1, 2018As a result, savings may not be realized.

=  The Commercial Pap&eries C Noteswap (formerly the 2003eriesA swap) terminated October 1, 2018.

Termination Risk- The swap agreement will be terminated at any time if iceeteents occur that result in one party
not performing in accordance with the agreement. The swap can be terminated due to illegality, a credit event upon
merger, an event of default, or if credit ratings fall below established levels.

Interest Rate Ris- This risk is associated with the changes in interest rates that will adversely affect the fair values
of GRU’ s s waps and derivatives. GRU mitigates t his
agreements.

Rollover Risk- GRU is exposed to this risk when its interest rates swap agreements mature or terminate prior to the
maturity of the hedged deb¥When the counterparty to the interest rate swap agreements chooses to terminate early,
GRU will be reexposed to the rolieer risk Currently, there is no early termination option being exercised by any
of GRU’s interest rate swap counterparties.

Market Access Risk This risk is associated with the event that GRU will not be able to enter credit markets for
interestrate svap agreements dhat the credit market becomes more cosRU maintains a strong credit irgd

of Aa3f r om Moodfyr sm SAtAandar d a-rfrdm Htch Ratiigs ,CurrenlydGRW Aas not
encountered any credit market barriers.

Effectiveness Of the interest rate swap agreemefsy have been determined to be effective, witlileee have
been deemed ineffectias of September 30, 281 The ineffective portion related to interest rate swap agreements
is recorded as a regulatory asset fj8%84,783as of September 30, 281

The unrealized loss on interest rate swap agreeme®$220f18,79%hasbeen recorded in accumulated decrease in

fair value of hedging derivatives at September 30820lhere were no realized gains or losses relatedterest
rate swapss of September 30, 281
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NOTE 9 - HEDGING ACTIVITIES (Concluded

Fuel Hedges

GRU utilizes commodity price swap contracts to hedge the effects of fluctuations in the prices for natural gas.
These transactions meet the requirements of GASB Statement NoR&dized losses related to gas hedging
positions were recorded as an aduitito fuel costs of #38,687for September 30, 2018. Unrealized gains and

losses related to gas hedging agreements are deferred in a regulatory account and recognized in earnings as fuel
costs are incurred. [Kuel hedges have been determined to becéffe.

The informatiorbelowp r o vi des a summary of results based on GRU’s

Fair Value of
CashFlow Deferred
Hedges at Changes (Inflow)/ Notional
September 30 in Fair Outflow Amount
2018 Value of Resources (MMBTU’ s )
Natural Gas $ -8 (62,061) $ - $ -

NOTE 10- CAPITAL ASSETS

Capital asset activity for the year ended September 3@, 2@% as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities
Capital assets, not being depreciated:
Land $ 33,992,083 $ 2,231,219 $ (438,156) $ 35,785,146
Construction in progress 10,727,859 22,055,710 (1,840,081) 30,943,488
Total Capital assets, not being depreciated 44,719,942 24,286,929 (2,278,237) 66,728,634
Capital assets, being depreciated:
Buildings 79,680,940 10,568,965 (35,584) 90,214,321
Improvements other than buildings 24,700,609 818,310 (264,069) 25,254,850
Machinery and equipment 52,820,860 6,075,015 (2,648,629) 56,247,246
Infrastructure 230,360,076 - - 230,360,076
Total capital assets, being depreciated 387,562,485 17,462,290 (2,948,282) 402,076,493
Less accumulated depreciation:
Buildings (30,958,778) (2,345,580) 38,106 (33,266,252
Improvements other than buildings (9,167,820) (1,395,540) 246,916 (10,316,444
Machinery and equipment (37,293,211) (4,117,748) 2,375,846 (39,035,113
Infrastructure (121,779,634) (4,715,794) - (126,495,428
Total accumulated depreciation (199,199,443) (12,574,662) 2,660,868 (209,113,237
Total Capital assets being depreciated, net 188,363,042 4,887,628 (287,414) 192,963,256
Governmental Activities Capital
Assets, Net $ 233,082,984 $ 29,174,557 $ (2,565,651) $ 259,691,890
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NOTE 10— CAPITAL ASSETS (Concluded)

Beginning Ending
Balance Increases Decreases Balance
Business-Type Activities
Capital Assets, not being depreciated:
Land $ 9,466,133 $ -$ (81,257) $ 9,384,87¢
Construction in progress 93,930,799 823,050,048 (814,729,244) 102,251,603
Total capital assets, not being depreciated 103,396,932 823,050,048 (814,810,501) 111,636,479
Capital assets, being depreciated:
Utility plant and equipment 1,994,737,339 813,916,276 (14,074,012) 2,794,579,603
Utility plant and equipment - capital lease 1,006,808,995 - (1,006,808,995) -
Buildings 46,048,194 22,171 (46,423) 46,023,942
Improvements other than buildings 5,675,782 821,236 - 6,497,018
Machinery and equipment 48,191,167 7,158,952 (3,426,118) 51,924,001
Infrastructure 52,892,676 - - 52,892,676
Total capital assets, being depreciated 3,154,354,153 821,918,635 (1,024,355,548) 2,951,917,240

Less accumulated depreciation:

Utility plant and equipment (restated) (883,788,096) (90,489,767) 6,053,514 (968,224,349
Utility plant and equipment - capital lease (127,114,117) (3,449,252) 130,563,369 -
Buildings (6,545,087) (1,269,466) 35,437 (7,779,116,
Improvements other than buildings (3,134,807) (1,010,839) - (4,145,646,
Machinery and equipment (30,744,459) (4,326,824) 3,418,525 (31,652,758
Infrastructure (21,291,999) (497,759) - (21,789,758
Total accumulated depreciation (1,072,618,565) (101,043,907) 140,070,845 (1,033,591,627
Total capital assets being depreciated, net 2,081,735,588 720,874,728 (884,284,703) 1,918,325,613

Business-Type Activities Capital Assets, Net

$2,185,132,520 $1,543,924,776 $(1,699,095,204) $2,029,962,092

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities

General government $ 947,658
Public safety 1,840,074
Transportation 5,133,474
Culture andecreation 2,069,140
Depreciation on capital asset held by the City’s
funds is charged to the various functions based on their
usage of the assets 2,584,356
Total $ 12,574,6@

BusinessType Activities

Utility $ 93,939,019
Regionaltransitsystem 5,367,66
Stormwater 1,538,860
Ironwood 173,475
Florida building codeenforcement 5,895
Solidwaste 18,982
Total $ 101,043907

For the Utility, the average depreciation rate ®&8% for utility plant and equipment for fiscal yearl®0
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NOTE 11 - INDIVIDUAL FUND DEFICITS

The following funds had deficit net position or fund balancesf &eptember 30, 2018:

Special Revenue Funds

Community Development Bloo®&rant $ (162,784)
Urban Development Action Grant (6,581)
Home Grant (426,368)
Police Billable Overtime (413,788)
Community Redevelopment Agency (579,873
SchoolCrossing Guard (14,672)
Art in Public Places (9,208)
Capital Projects Funds
DowntownParking Garage Sales Tax (6)
CIRN 2009 Capital Projects Fdn (539)
Enterprise Fund
Ironwood Golf Course (518,425

The Community Development Block GranYrban Development Action Grgnand Home Grant funds have
negative balance due ftacurring expenditures prior to receiving fundinglanagement anticipates receiving
funding to recover these costs.

The Police Billable Overtiméund has a negative balanoecause thevoicing for all the police billable overtime
was not sufficient to cover the cogflanagement will evaluate the rate which is being chaagedincrease rates or
subsidize any shortages in the futtireough the general fund

The CommunityRedevelopment Agenciund has a negative fund balance due to long term advances from the
generalfund for redevelopment projects. These advances are described in more detaillih Note

The Art in Public Place$u n dnriegative fund balanceesulted fromexpenditures for 352Walls Initiative with
funding coming from the Tax Increment Funds in fiscal yea®201

The Downtown Parking Garage Sales Tax fund has a negative balance due to investment losses for fiscal year 2018.
In fiscal year 2019, a transfer from other funds will cover the deficit.

The Capital Improvement Revenue N@@09 CIP fund has a negative lamce due to capital project expenditures
were spent after the fund was closed down due to refinandihg. fund will be receiving funds from thieeneral
Fund to close out this furid fiscal year 209.

The Ironwood Golf Courséund has reported expendasexcess of revenues for several years, whichdegpleted

t he f und’ s. Mawragemgniohad implemented a variety of cost saving plans, including significantly
reducing expenses for the clubhouse and pro she®006, a capital improvement sherge was added to each
round of play, which is expected to generate restricted revenues fetelongapital maintenance and additions
The City is currently implementing a plan to reverse the ongoing defidiich included major capital
improvementsn fiscal year 201@nd changes in the rate structurés.addition,during 2010 the City began a ten

year series of transfers from theneralfund to fully fund the deficit balancedn fiscal year 2020the City plans to
incorporatelronwood Golf Course into theeneralfund as a part of the Parks, Recreation, and Cultural Affairs
Department.
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NOTE 12 - COMPOSITION OF RECEIVABLES AND PAYABLES

Receiwables at yeaend, including allowances for doubtful accourits, governmental and businege activities

are as follow:

Accounts Receivable, Gross
Allowance

Net, Accounts Receivable
Utility Tax Receivable
Assessments Receivable
Due from Other Governments
Due from Employees
Notes Receivable
Other

Total Receivables

Gowvernmental Activities

Business-Type Activities

Non-Major Internal Non-Major Business-
General Gowernmental Senice Gowvernmental Utility Enterprise Type

Fund Funds Funds Activities Fund Funds Activities
$1,881,910 $ 466,721 $ 3,507 $2,352,138 $60,777,899 $ 6,924,489 $ 67,702,388
(628,800) - - (628,800) (800,551) (30,065) (830,616,
1,253,110 466,721 3,507 1,723,338 59,977,348 6,894,424 66,871,772
1,116,568 - 1,116,568 - - -
- 2,611 - 2,611 - - -
1,421,667 2,441,378 - 3,863,045 - 3,241,439 3,241,439
10,987 - 10,987 - - -

- 61,227 - 61,227 - - -
1,752 31,989 - 33,741 - 1,396 1,396
$3,804,084 $ 3,003,926 $ 3507 $6,811,517 $59,977,348 $ 10,137,259 $ 70,114,607

Accounts payable and other liabilities at yead consist of the following:

Gowvernmental Activities

Business-Type Activities

Non-Major Internal Non-Major Business-
General Gowernmental Senice Gowvernmental Utility Enterprise Type
Fund Funds Funds Activities Fund Funds Activities

Accounts Payable $2,075,910 $ 5,149,317 $ 648,090 $ 7,873,317 $15,299,930 $ 3,545,001 $ 18,844,931
Fuels Payable - - - - 4,769,484 - 4,769,484
Retainage - 988,945 - 988,945 - 28,155 28,155
Payroll and Related Liabilities 2,233,616 23,911 64,333 2,321,860 - 439,085 439,085
Insurance Claims and Reserves - - 8,258,234 8,258,234 - - -
Due to Other Governments 17,188 5,615 - 22,803 - 6,184 6,184
Deposits 737,956 126,572 - 864,528 - - -
Assets Held in Evidence - 670,492 - 670,492 - - -
Other 11,703 779 - 12,482 - - -

Total Accounts Payable and

Accrued Liabilities $5,076,373 $ 6,965,631 $8,970,657 $21,012,661 $20,069,414 $ 4,018,425 $ 24,087,839
NOTE 13- INTERFUND RECEIVABLES, PAYABLES , ADVANCES AND TRANSFERS
Due to/from other funds

Due from
Non-Major Internal Non-Major
General Utility Gowvernmental Sernvice Enterprise Total

Due to

General $ - $ 3236467 $ 2319270 $ - $ 10,897,397 $ 16,453,134

Utility - - 579,787 - 1,486,033 2,065,820

Non-major governmental - 25,688 - - - 25,688

Internal service - 706,818 - - - 706,818

Non-major enterprise - 109,836 - - - 109,836
Total $ - $ 4078809 $ 2,899,057 $ - $ 12,383,430 $ 19,361,296
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NOTE 13- INTERFUND RECEIVABLES, PAYABLES, ADVANCES AND TRANSFERS (Continued)

Due to/from other funds (Continued)

The $.0,897,397nterfund payable from nemajor enterprise funds to tigeneralfund resulted from Ironwood and
Regional Transit overdrawing their share of the pooled cash account. 3Bi& $07due to thegeneralfund from
nonmajor govenmental funds is composed of $2,319,270interfund payable resulting from certain funds
overdrawing their share of the pooled cash accoamd $1,596,337 of advances to the CRA as further described
below. All remaining balances resulted from the timg leetween the dates that (1) interfund good and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and (3)
payments between funds are made.

Advances to/from other funds

The Advance to OtheFunds balance in the General Fuatd the Advance from Other Funds in the Néajor
Governmental Fundsesulted fromvarious notes betweethe City and the CommunitiRedevelopment Agency
(CRA) blended component uniibr various projects whin the four CRA districts A description of each note is
listed below:

= $836,900 Commerce Building/AMJ Project, Downtown Promissory Note 1.05% to 4.28% fixed annual
interest rate. In September 1999, a promissory note payable was established from the City to CRA to be repaid
from tax increment proceeds associated with the Commerce Building project. In July 2004, the note was
amended tepecify that repayment will be from all tax increment proceeds from the Downtown Redevelopment
Area. The final repayment is scheduled for January 2020.

= $434,955 The Lofts (Old Stringfellow)- 609 West University Avenue, College Park Promissory Note
1.57% to 4.96% fixed annual interest rate. In April 2001, a promissory note payable was established from the
City to CRA to be repaid from tax increment proceeds. In October 2004, the note was amended for the
redevelopment of the area known as The Loftse final repayment is scheduled for November 2024.

= $650,000 Fifth Avenue/Pleasant Street Projects, Fifth Avenue/Pleasant Street Promissory Net6.72%
fixed annual interest rate. In April 2002, a promissory note payable was established from theCBifytb be
repaid from tax increment proceeds. The final repayment is scheduled for July 2022.

= $1,400,600 Courthouse Parking Facility Project, Downtown Promissory Note6.72% fixed annual interest
rate. In April 2002, a promissory note payable waaldished from the City to CRA to be repaid from tax
increment proceeds. The final repayment is scheduled for July 2024.

= $300,000 Eastside District Redevelopment Trust Promissory Note4.5% to 6.2% fixed annual interest rate.
In May 2005, a promissoryote payable was established from the City to CRA to be repaid from tax increment
proceeds. The final repayment is scheduled for July 2025.

=  $800,000 College Park /? Avenue Redevelopment Trust, College Park Promissory Note4.5% to 6.2%

fixed annual interest rate. In May 2005, a promissory note payable was established from the City to CRA to be
repaid from tax increment proceeds. The final repayment is scheduled for July 2025.
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NOTE 13- INTERFUND RECEIVABLES, PAYABLES, ADVANCES AND TRANSFERS (Concluded)

Due to/from other funds (Concluded)

Following i1is the repayment schedule of advances
Fiscal Year Ending Advances from General Fund to CRA
September 30, Principal Interest Total

2019 $ 305,917 $ 70,512 $ 376429

2020 292,270 57,600 349,870

2021 230,756 56,245 287,001

2022 243,278 34,877 278,155

2023 203,719 23,404 227,123

202425 320,397 18,019 338,416

Total $ 1,596,337 $ 260,657 $ 1,856,994

Interfund transfers

Transfers from

Non-Major Internal Non-Major
General Utility Gowvernmental Senvice Enterprise Total

Transfers to

General $ - $ 36379080 $ 398,710 $ - $ 375915 $ 37,153,705

Non-Major governmental 21,861,094 - 13,622,580 84,500 2,383,358 37,951,532

Internal service 57,735 - - - - 57,735

Non-Major enterprise 1,447,294 - 445,374 - - 1,892,668
Total $ 23,366,123 $ 36,379,080 $ 14,466,664 $ 84500 $ 2,759,273 $ 77,055,640

from

The Utility transfer totaling36,379,0800 the General Fund is based on a formula adopted by the City Commission
(seeNote U for additionaldetail). $10,432,325vas transferred from the General Fund to Debt Service Funds for
scheduled debt service paymen@ther interfund transfers were made in the normal course of operations and are

consistent with the activities of the fund nivakthe transfer.

NOTE 14 - UTILITY FUND TRANSFERS TO GENERAL FUND

GRU transfers monies monthly to the City’s general

predominantly ied the transfer directlyto he Ut i 1 i t y ’ on The trarsfieruc thggneralfand mayibe

made only to the extent such monies are not necessary to pay operating and maintenance expense and to pay debt
service on the outstanding bonds and subordinated debt or to make other necessary transfers under the Bond

Resolution.

Effective fa fiscal year 2015, the City Commission approved a change to the transfer forimiganew transfer
formula contais the following components:

= A new base equal to the fiscal year 2014 General Fund Trai@&#ar) level that would have been produced

underthe formula methodology that was in place from fiscal years 2001 through 2010.
= Growth of the base by 1.5% per year for fiscal years 2016 through 2019.

»= Reduction of this amount by an amount equal to the property tax revenue that thec€igsrelatedto the
GREC Biomass Facility.

The transfer to the General Fund for the year ended September 80ywa8136,379,080
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CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 15 - COMMITMENTS AND CONTINGENCIES

Legal cases arise in the normal course of operations but there were none that were significant for individual
disclosure except as noted below

General Utility

The primary factors currently affecting the utility industry include environmeatallations, Operating, Planning

and Critical Infrastructure Protection Standards promulgated by NERC under FERC jurisdiction, and the increasing
strategic and price differences among various types of fuels. No state or federal legislation is pemdpased @t

this time for retail competition in Florida.

The role of municipalities as telecommunications providers pursuant tO8& Federal Telecommunications Act
resulted in a number of stalevel legislative initiatives across the nation to curthis activity. In Florida, this

issue culminated in the passage, in 2005, of legislation codified in Section 350.81, Florida Statutes (Section 350.81)
that defined the conditions under which municipalities are allowed to provide retail telecommunisatidoss.
Although GRU has special status as a grandfathered entity under this legislation, the provision of certain additional
retail telecommunications services by the Utility would implicate certain requirements of Section.350.81
Management does nekpect that any required compliance with the requirements of Section 350.81 would have a
material adverse effect on the operations or financial condition of GRUCom

Environmental and Other Natural Resource Regulations

GRU and its operations are subject to federal, state and local environmental regulatidnimclude, among other

things, control of emissions of particulates, mercury, acid gasesai®INQ into the air; discharges of pollutants,

including heat, intesurface or ground water; the disposal of wastes and reuse of products generated by wastewater
treatment and combustion processes; management of hazardous materials; and the nature of waste materials
discharged into the wa s ties.whnvironmentalyregulations genekally lare becaming n  f a «
more mnumerous and more stringent and, as a result, may
requiring changes in the operation of existing facilities as well as changeslacakien, design, construction, and

operation of new facilities (including both facilities that are owned and operated by GRU as well as facilities that are
owned and operated by others, from which the Utility purchases output, services, commoditibeandterials).

There is no assurance that the facilities in operation, under construction, or contemplated will always remain subject

to the regulations currently in effect or will always be in compliance with future regulations. Compliance with
applicable regulations could result in increases in the costs of construction and/or operation of affected facilities,
including associated costs such as transmission and transportation, as well as limitations on the operation of such
facilities. Failure to conmlg with regulatory requirements could result in reduced operating levels or the complete
shutdown of those facilities not in compliance as well as the imposition of civil and criminal penalties.

Increasing concerns about climate change and the effegteasthouse gases (GHG) on the environment have resulted

in EPA finalizing on August 3, 20]18arbon regulations for existing power plants. Currently, the Clean Power Plan is

being litigated and on August 10, 2017, the United States Court of Appeale forGhCircuit issued an order holding

the challenges to the greenhouse gas mnew source perfor
or der o f The brder atso directs EPA to file status reports at®0intervals beginning Octeb27, 2017.

Further litigation is expected regardless of the D.C. Circuit Court of Appeals decision. In addition, the EPA has
been given presidential direction to review the Clean Power Plan (CR#@)court has also ordered the parties to

file supplenental briefs addressing whether the challenges should be remanded to the EPA rather than held in
abeyance.The briefs were filed on May 15, 2017. On October 10, 2017, EPA proposed to repeal the CPP. The
Whitehouse OMB recei ve dcetheiGPP @énRWy 9s20Bhen gn Augast 21,2018, ERAp 1
proposed the Affordable Clean Energy (ACE) plan as a replacement to the CPP. It is currently under review.
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NOTE 15 - COMMITMENTS AND CONTINGENCIES (Continued

Internal Combustion Engine MACT

On August 20, 2010, the EPA published a final rule for Nagional Emissions Standards for Hazardous Air

Pollutants for Reciprocating Internal Combustion Engineghich covers existing stationary spark ignition
reciprocating internal combustion engines located at major sources of hazardous air pollutant emissions such as
power plant sites. This final rule, which became effective on October 19, 2010, requireiitimmeof emissions

of hazardous air pollutants from covered engines. Sev
rule and all are in full compliance.

Climate Change

On June 25, 2013, President Obama issued a Presidential Memordinelcting the EPA to work expeditiously to
complete GHG standards for the power sector. The agency is using its authority under section 111{tBaf the

Actto issue emission guidelines to address GHG emissions from existing power plants. The Presidential Memorandum
specifically directed the EPA to build on state leadership, provide flexibility and take advantage of a wide range of
energy sources and techogies towards building a cleaner power sector. It also directed the EPA to issue proposed
GHG standards, regulations, or guidelines, as appropriate for existing power plants by no later than June 1, 2014 and
issue final GHG standards, regulations, or gliies, as appropriate by no later than June 1, 2015. In addition, the
Presidential Memorandum directed the EPA to include in the guidelines addressing existing power plants, a
requirement that states submit to the EPA the implementation plans requiezdsection 111(d) of th€lean Air Act

and its implementing regulations by no later than June 30, 28tHes would be able to request more time to submit
complete implementation plans with the EPA being able to allow states until June 30, 2017 31}, R0%S3, as
appropriate, to submit additional information completing the submitted plan no later than June 30, 2016.

Accordingly, on June 2, 2014, EPA released a proposed rule, the Clean Power Plan Rule, that would limit and
reduce carbon dioxide emiss® from certain fossil fuel power plants, including existing plants. Finally, on
August3, 2015, EPA released the final version of such rule, and on October 23, 2015 the EPA published in the
Federal Registethe GHG existing source performance standérdsr p o we r Cledn®PowersPlatf )t ,h ea r‘d
the final NSPS for GHG emissions from new, modified and reconstructed fossfirelpower plants. The

final Clean Power Plarwas published at 80 FedReg. 64662, and the final GHG NSPS were publishe8Dat

Fed Reg. 64510.

On October 23, 2015, the American Public Power Association (APPA) and the Utility Air Regulatory Group
(UARG) filed a joint petition for review of the EPA’s
emissions from exsting electric generating sources in the D.C. Circuit Court. In addition, the state of West Virginia
joined by Texas, Alabama, Arkansas, Colorado, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, Michigan,
Missouri, Montana, Nebraska, New Jersehid) South Carolina, South Dakota, Utah, Wisconsin, Wyoming, the

Arizona Corporation Commission, and the North Carolina Department of Environmental Quality, also filed their
motion to stay the final Section 111(d) rule under@hean Air Act Such a staywould put implementation of the

rule on hold until the court decides on its legality.

On January 26, 2016, twentyne states requested that the U.S. Supreme Court stay implementation on the final
GHG Clean Power Plaror CPP (80 Fed. Reg. 646620ct. 23 2015), pending judicial review of the rule. On
February 9, 2016, the Supreme Court granted the stay of the Clean Power Plan pending judicial review of the rule
The stay will remain in effect pending Supreme Court Review if such review is sought tlnt).S. Supreme

Court stayed the EPA rulemaking on tB&an Power Planthat extraordinary action will delay any regulatory
action. GRU continues to closely monitor any activities with respect to Climate Change and GHGs.
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NOTE 15 - COMMITMENTS AND CONTINGENCIES (Continued)

Climate Change(Concluded)

The D.C. Circuit Court issued an order on April 28, 2017, holding the consolidéath Power Plarcases in
abeyance for 60 days. The D.C. Circuit Court is requiring the EPA to file status reports concerning its ongoing
regulatory deliberations at 30 days intervals. The court also asked the parties to file supplemental briefs by May 15,
2017, addressing wheththe judicial process should be ended and the matter should be remanded to the EPA.

On August 10, 2017, the United States Court of Appeals for the D.C. Circuit issued an order holding the challenges
to the GHG NSPS in abeyame ec owpretn.di ngTHfawrdtheder oaldeao oifr
reports at 9@lay intervals beginning October 27, 2017.

On October 10, 2017, the EPA Administrator signed a rule proposing the repeal of the CPP and on October 16,
2017, the proposed repeal of P was published in theederal Register On November 2, 2017, a hearing was
announced for November 28 and 29, 2017, in West Virginia.

On January 11, 2018, the comment period was extended to April 26, 2018, and three listening sessions were
announceddr February and March in Missouri, California and Wyoming.

With respect to a replacement rule, the Advance Notice of Proposed Rulemaking for the CPP replacement was
published on December 28, 2017. The Whithe CRPoon 3uly9,OMB 1 e
2018. Then on August 21, 2018, EPA proposed the Affordable Clean Energy (ACE) plan as a replacement to the

CPP. ltis currently under review.

Coal Combustion Products

The EPA published a final rule (40 CFR 257), effective October2D45, to regulate the disposal of coal
combustion residuals (CCR) as solid waste under subtitte D oR#smurce Conservation and Recovery Act
(RCRA). The rule includes national minimum criteria for existing and new CCR landfills and existing and new
CCR surface impoundments. GRU is subject to the requirements of the promulgated rule that are applicable to CCR
ponds and landfill at Deerhaven.

On May 1, 2017, the EPA Administrator sent a letter informing states that the EPA is working on guidance for
implementing state permitting programs that allow flexibility in individual permits to manage the safe disposal of

coal combustion residuals, known as CCR or “coal ash.?”
safe disposal and continueéneficial use of coal ash, while enabling states to decide what works best for their
environment . GRU, through the Florida Electric Power

on May 2, 2017, and he confirmed that the EPA shared someC@&tpermit program materials (draft FAQs, draft
checklist, etc.). The FDEP is planning to discuss that internally. The EPA has finished drafting the guidance
document that is intended to assist States in ensuring that their permit program applicaticms@ete. This
guidance has been published in #exeral Registeand GRU continues to closely follow developments to CCR
regulations.

FCG has requested FDEP to apply to EPA for program app
federa CCR Rule, in the Department’s rules, which may 1inc
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NOTE 15 - COMMITMENTS AND CONTINGENCIES (Continued)

Storage Tanks

GRU isrequired to demonstrate financial responsibility for the costs of corrective actions and compensation of
third-parties for bodily injury and property damage arising from releases of petroleum products and hazardous
substances from storage tank systems.UGRs eleven fuel oil storage tanks. The South Energy Center has two
underground distillate (No. 2) oil tanks; the JRK Station has four agauend distillate oil tanks, two of which are
empty and out of service, and two abareund No. 6 oil tanks whh are also empty and out of servideH has

one aboveground distillate and two aboxground No. 6 oil tanks one of which is out of service.

Al'l of GRU’s fuel storage tanks have secondansygredcont ain
for the requisite amounts.

Remediation Sites

Several site investigations have been completed at the JRK Station, most recently in 2011. According to previous
assessments, the horizontal extent of impacted soils extends from the northern cobtaaihat the abovaround

storage tanks (ASTs) to the wastewater filter beds and from the old plant building to Sweetwater Branch Creek. The
results of the most recent soil assessment document the presence of Bgremoéa) one soil sample at a
concentration greater than its default commercial/industrial direct exposure based soil cleanup target levels (SCTLSs).
Four of the soil samples contained Benzpyagne equivalents at concentrations greater than its default
commercial/industrial direct exposubased SCTLs. In addition, two of the soil samples contained total recoverable
petroleum hydrocarbons (TRPH) at concentrations greater than its default commercial/industrial direct exposure
based SCTLs.

In the SiteWide Monitoring Report dated March 22011, measurable free product was detected in four wells. An
inspection in April 2013 showed that groundwater contains four of the polynuclear arbgdrticarbons (PAHS)
(Benzo(axnthracene Benzo(apyrene Benzo(bfluoranthene and Dibenzo(a,anthraceng at concentrations greater

than their groundwater cleanup target levels (GCTLs). With the exception of Beyze(e) the concentration of

the remainder of these parameters did not exceed their Natural Attenuation Default Concentrations. The
groundwater quality data reported in the 2011 -Bfide Groundwater Monitoring Report documents that
groundwater quality meets applicable GCTLs at the locations sampled. It is likely that groundwater quality impacts
exist in the area where residual numédtuel QOil is present as a nagueous phase liquid.

Following the submittal of the August 2013 No Further Action Proposal, the Florida Department of Environmental
Protection (FDEP) prepared comments regarding the No Further Action Proposal and piteded GRU in a

letter dated January 10, 201 4. In August of 2014 GRU
letter. In March of 2016 an attempt was made to meet with the FDEP, but a time was not set up for the meeting.
The delayinresppdi ng t o GRU’s comments was due in part to the
an active hydraulic containment system as an engineering control. Ultimately, the FDEP rejected the use of the
active containment system as an engineeringrcont . On April 17, 2017, the FDEP
August 2014 response to the FDEP January 2014 comment letter.

The FDEP requested further assessment of the extent of
additional soilinvestigation to assess the extent of No. 6 fuel oil; both as -@easous phase liquid and as stained

soils. GRU also proposed temporarily shutting down the groundwater recovery system and evaluating whether free
product returns to the wells. This imfoation will be used to evaluate what actions will be needed to recover free
product, if any is detected.
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NOTE 15 - COMMITMENTS AND CONTINGENCIES (Continued)

Water Use Restrictions

Pursuant to Florida law, a water management district in Florida may mandate restrictions on water use for non
essential purposes when it determines such restrictions are necessary. The restrictions may either be temporary or
permarent. The St. Johns River Water Management District (SJRWMD) has mandated permanentvitistrict
restrictions on residential and commercial landscape irrigation. The restrictions limit irrigation to no more than two
days per week during Daylight Savingsne, and one day per week during Eastern Standard Time. The restrictions
apply to centralized potable water as provided by the Utility as well as private wells. All irrigation between the
hours of 10:00 a.m. and 4:00 p.m. is prohibited.

In addition, inApril 2010, the County adopted, and the City subsequently opted into, an Irrigation Ordinance that
codified the aboweeferenced water restrictions which promote and encourage water conservation. County
personnel enforce this ordinance, which furtheiass s i n reducing water wuse and t
water supply.

The SIRWMD and the Suwannee River Water Management District (SRWMD) each have promulgated regulations
referred -Rounads WaYteecarr Conser vat i on indeasingulangesm’waterfuser t he
efficiency through regulatory means. In addition, the SJIRWMD and the SRWMD each have promulgated
regulations referred to as a “Water Shortage Plan?”, fo
during perods of water shortage and maintaining a uniform approach towards water use restrictions. Each Water
Shortage Plan sets forth the framework for imposing restrictions on water use fesswtial purposes when

deemed necessary by the applicable water gemant district.

On August 7, 2012, in order to assist the SIRWMD and the SRWMD in the implementation and enforcement of

such Water Conservation Measures and such Water Shortage Plans, the Board of County Commissioners of Alachua
County enacted an ordince creating yeaound water conservation measures and water shortage regulations (the
“County Water Use Ordinance?”), thereby making such Wa
Plans applicable to the unincorporated areas of the Countype@ember 20, 2012, the City Commission adopted a

resolutim t o opt i nt o -rourdewatef cansenvation smeaguees and water shortage regulations
ordinances in order to give the Alachua County Environmental Protection Department the authafayct water

shortage orders and water shortage emergencies within the City.

Manufactured Gas Plant

Gainesville’”s natural gas system originally distribute
of coal using distillate oil. Althougimanufactured gas was replaced by pipeline gas in thelics 0 ° s , coal
residuals and spilt fuel contaminated soils remain on and adjacent to the manufactured gas plant (MGP) site. When

the natural gas system was purchased, GRU assumed responsibilitye farvestigation and remediation of
environmental impacts related to the operation of the former MGP. GRU has pursued recovery for the MGP from

past insurance policies and, to date, has recovered $2,204,402 from such policies. GRU received finab&pproval

its Remedial Action Plan which included the excavation and landfilling of impacted sdilgs plan was
implemented pursuant to a Brownfield Site Rehabilitation Agreement with the State. Following remediation, the
property has been redeveloped by @ity as a park with storrwater ponds, nature trails, and recreational space, all

of which were considered in the remediation plan’s des
unknown, and that timeframe is open to the results ofahgbng data.

Based upon GRU’ s anal ysis of the cost to clean wup thi

associatedvith the cleanup effort. During fiscal year 2018, expenditures which reduced the liability balance were
$1,255,275. The reserve balance at Septenti@r2018 was $641,000.

96



CITY OF GAINESVILLE, FLORIDA
Notes to Financial Statements
September 30, 2018

NOTE 15 - COMMITMENTS AND CONTINGENCIES (Concluded)

Manufactured Gas Plant(Concluded)

GRU is recovering theostsof this cleanup through customer charges. A regulatory asset was established for the
recovery of remediation costs from customers. Customer billings were $1,261,255 as of September 3the2018.
regulatory asset balance wakl$41,332as of Septembe30, 2018.

Although some uncertainties associated with environmental assessment and remediation activities remain, GRU
believesthat the current provision for such costs is adequate and additional costs, if any, will not baverae
material effect on GRU’s finmancial position, results o

GREC

On March 10, 2016, GREC filed arbitration (American Arbitration Association Case NI6-0000-8157) against

the City doing business as Gainesville RegionaliUl i t i e s , initially challenging
invoiced amounts pursuant to the letegm power purchase agreement between GRU and GREC. Since
JanuanBl, 2017, $8,514,656 (including accrued interest) had been withheld by GRU based on disputed amounts
actually invoiced by GREC. In addition, GREC had alleged claims in contract and tort that it asserts could result in
aggregate damages to GREC of overGtrllion. Likewise, GRU had alleged claims in contract that coesdlt

in aggregate damages to GRU of over $100 million. GRU entered into a Memorandum of Understanding with
GREC on April 24, 2017, to explore the possible purchase of the biomasghmacdéncellation of the PPA and the
resolution of the arbitration casén September 12, 2017, GRU and GREC executed the APA which defined the
purchase of theiomass plant, the termination of the PPA and the resolution of the arbitrationReaseianto the

terms of the APA, GRU purchased the biomass plant on November 7, 2017.

Operating Leases
GRU leases various equipment, facilities and property under operating leases that are cancelable only under certain
circumstances. Rental costs undperating leases for the years ended September 33 n2&1425,607

Future minimum rental payments for various operating leases are:

Year Ending Future Minimum

September 30, Rental Payments
2019 $ 52,538
2020 26,639
2021 17,507
2022 8,849
2023 8,849
2024-2028 30,250
2029-2033 30,250
2034-2038 30,250
2039-2043 30,250
2044-2046 18,150
$ 253,532
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NOTE 16 - LEASE REVENUE

GRU leasegenerators, land and communication tower antenna space among otherktgme minimum rental
revenue for various operating leasesagdollows

Year Ending Future Minimum

September 30, Rental Payments
2019 $ 1,752,200
2020 1,549,432
2021 1,457,456
2022 1,293,285
2023 903,207
2024-2028 3,572,765
2029-2033 1,842,893
Thereafter 96,411
$ 12,467,649

NOTE 17 - INVESTMENT IN THE ENERGY AUTHORITY

GRU has an equity investment in The Energy Authority (TEA), a power marketing corporation comprised of eight
municipal utilities as ofSeptember 302018: MEAG Power, JEA (Florida), South Carolina Public Service
Authority, Nebraska Public Power DistricgRU, City Utilities of Springfield (Missouri), Public Utility District

No.1 of Cowlitz County (Washington), and American Municipal Power, Inc. (OhidEA provides energy
products and resource management services to equity members amémbers and altates transaction savings

and operating expenses to equity members pursuant to Settlement Procedures under the Operating Agreement.

In the Statement of Revenues, Expenses, and Changes 1in
recorded insales and service charges and operations and maintezwgreesesrespectively. For the year ended
September 30, 2@] sales to TEA totaled2$522,414and purchasesom TEA totaled $,843,994 G R U ‘equity

interest was 5.6% for fiscal year &)land accounted for usinghe equity method ofaccounting. As of

SeptembeB0, 208, GRU’s invest2wbh205milien. TEA wa s $

Through a combination of agreements, GRU guaranteed credit received by TER1{@d25857million as of

SeptembeB0, 2018 TEA evaluates its credit needs periodically and requests equity members to adjust their
guarantees accordinglyThe guarantee agreements are intended to provide credit support for TEA when entering

into transactions on behalf of equity members. Such gtees are within the scope of GASBatement No70,

Accounting and Financial Reporting for Nonexchange Finar@iahranteesand would require the equity members

to make payments to TEA’s counterpartieagasasfrequiddhy fail e d
contract, or if TEA failed to make payment for the purchases of such commoditigearantee payments are

required, GRU has rights with other equity members that such payments be apportioned based on certain criteria.

The guaranteegenerally have indefinite terms; however, GRU can terminate its guarantee obligations by providing
notice to counterparties and others, as required by the agreennth terminations would not pertain to any
transactions TEA entered into prior to metibeing given. As of September 30, 2018, GRU had not recorded a
liability related to these guarantees.
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NOTE 17— INVESTMENT IN THE ENERGY AUTHORITY (Concluded)

The table below contains unaudited condensed financial information for TEA for the period ended Sefiember
2018.

Condensed Statement of Operations (In Thousands)
Total revenue $ 1,334,73
Total cost of sales and expense (1,252,86¢

Operating income 81,87
Nonoperating income 10

Change in net position 81,97

Net position, beginning of period 36,41

Capital contributions

Member distributions (77,76’

Net position, end of period $ 40,63

Condensed Balance Sheet

Assets:

Current assets $ 165,90

Noncurrent assets 21,51
Total assets 187,41
Liabilities:

Current liabilities 146,76

Noncurrent liabilities 1
Total liabilities 146,78
Total net position 40,63
Total liabilities and net position $ 187,41

As of September 30,28lGRU’ s accounts r ecei vappsokiraately $83,286 TEAsSSUESE A t ot a

standalone auditedfinancial statementen a calendar year basigich may be obtained by writing to 76 South
Laura Street; Suite 1500; Jacksonville, Florida 32202.

NOTE 18 - CONDUIT DEBT

The City has previously issudddustrial Development Revenue Bonds to previthancial assistance to private
sector entities for the acquisition and construction of industrial facilities deemed to be in the public intezest.
bondsare secured by the financed property and are payable solely by the jsecsde entity servkeby the bond
issuance. As of September 30, 2018, there were two Industrial Revenue Bonds outstanding, with an aggregate
principal amount 0$5,000,000

During the year, the City issued Continuing Care Retirement Community Revenue Refunding NotesrRD17A a
2017B for the purpose of providing funds to refinance certain obligations of Oak Hammock at the University of
Florida, Inc.(the Borrower).These Notesre payable solely from revenues of the Borrower. As of September 30,
2018, the aggregate principahaunt remaining of the two notes is $35,000,000.

There is no obligation on the part of the City, County, State, or any political subdivision for repayment of the bonds
or notes Accordingly, theconduit debt is1ot reported as liabilities in the accompanying financial statements.
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NOTE 19- TAX ABATEMENTS

The City’s Community Redevel oqgparate angholitic,created pu(s@@rt to)Parta p u b 1
Il of Chapter 163, Florida Statutes has entered into Development Agreements with various developers to redevelop
properties within the four CRAlistricts The Development Agreements aagreements betweenettCRA and a

developer to construct mufi@mily units with the potential of commercial space in the building being constructed.

In return the Cityagrees to annually reimburse the developer a Tax Increment Recapture based on the increase of
assessed valud the development as determined by the Alachua County Property Appraiser.

For fiscal year ended September 30, &the City paid the following Tax Increment Recapture amounts for the
following projects:

m  $160,6130f Tax Increment Fund Incentive Reimbursement for Union Street Station, afamily and
commercial complex located in downtown Gainesville

m  $141,2590f Tax Increment Fund Incentive Reimbursement for a facade and streetscape project located in the
CRA’ s Agenue/Pleasant Street District.

NOTE 20- RESTATEMENTS

The City restated the beginning net position as a result oth&ages in accounting principled he restatement

resulted from the implementation of GASB No. 7ccounting and Financial &orting for Postemployment

Benefits Other Than Pensigraes discussed iNote 1 The second adjustment gvéor the change in measurement

dates of the Consolidated Plan in order to align the measurement dates used for the various plans sponsored by the
City. Therestatements of beginning net positame summarized as follows:

Total Nonmajor Internal
Gowvernmental Business-Type Gowvernment- Enterprise Senvice
Activities Activities wide Funds Funds
Net position - beginning of
year, as previously reported$ 150,691,771 $ 536,843,037 $687,534,808 $ 86,632,515 $ 28,097,241
Restatement:
Net pension liability (5,191,767) - (5,191,767) - -
Net OPEB liability (20,034,824) (552,024)  (20,586,848) (552,024) (93,364)
Total Restatement (25,226,591) (5652,024)  (25,778,615) (552,024) (93,364)
Net position - beginning
of year, as restated $ 125,465,180 $536,291,013 $661,756,193 $ 86,080,491 $ 28,003,877

NOTE 21 - SUBSEQUENT EVENTS

Air Quality Control—GRU experienced a collapse of the Turbosorp Air Quality Control System at the Deerhaven
Unit 2 generation facility during fiscatear 2016. This failure resulted in a loss of $5,374,255 recorded as a
receivable and regulatory asset during the fiscal year ended September 30, 2018. GRU filed an insurance claim after
the incident and received a payment of $3,931,250 on Decemb8d®, f2om one insurance carrier that will be
applied against the receivable. On December 28, 2018, GRU received an additional payment of $318,750 from
another insurance carrier that will be applied against the regulatory asset.

Utility System Revenue Bdsi-On February 21, 2019, the City Commission approved a supplemental utilities

system revenue bond resolution authorizing the issuance of the 2019 Series A and BApprdgimately $160

million in proceeds from Series A will be used to fund capitalgmigj in 2019 and 2020, replenish Utility Plant

Il mprovement Fund reserves, a nd -exempt shosetm c@nerciad papento r e nt 1 y
long-term bonds. Approximately $26.7 million in proceeds from Series B will be used to fund GRU¢zgpital

projects over the next several years, convert outstanding taxable commercial papetteorolbgnds, and refund

the outstanding 2005 Series B bonds.
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	The portion of the general fund unassigned fund balance that exceeds the minimum required level may be appropriated as needed and expended.  No amount of the minimum required level of the general fund unassigned fund balance may be expended unless it ...
	In those unanticipated emergency situations which demand immediate government action in the interest of public safety and welfare, the City Manager is authorized by the City Commission to spend up to a maximum of 20% of the minimum required level of t...
	Upon completion of the audited financial statements, the Finance Director will review the final year-end results.  If the general fund unassigned fund balance falls below the required minimum level, the shortfall, if less than five percent, will be bu...
	In the case of an event that creates a differential between the required general fund unassigned fund balance amount and current available funds of equal to, or more than five percent, a funding plan will be developed to meet the requirements of the G...
	At least every five years, a review of this reserve policy will be completed by the City Manager or designee, and recommendations for changes, if appropriate, will be submitted to the City Commission.

	NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)
	 $11,970,000 Revenue Refunding Note Series 2016A – 2.3% fixed, issued April 15, 2016, final maturity November 1, 2028; payable solely from non-ad valorem revenues.  Proceeds from the Note were used to refinance all of the First Florida Governmental F...
	Business-Type Activities – Utility Fund
	Business-Type Activities – Utility Fund (Continued)
	Business-Type Activities – Utility Fund (Continued)
	Business-Type Activities – Utility Fund (Continued)
	Business-Type Activities – Utility Fund (Concluded)
	See Note 9 – Hedging Activities, for additional debt service requirements for interest rate swaps.
	The interest rates used in this table for variable rate debt are those in effect as of September 30, 2018 as described above for each individual issue.
	The Utility’s 2009 Series B and 2010 Series B Bonds receive a federal interest subsidy of 32.7% of the annual interest expense and are assumed to remain at said rate for the duration of the bonds.  The subsidy is recorded as non-operating revenue on t...
	GRU has entered into revolving credit agreements with commercial banks to provide liquidity support for its commercial paper notes.  If funds are not available to pay the principal of any maturing commercial paper notes during the term of the credit a...
	The Utility is a party to certain interest rate swap agreements to protect against the potential of rising interest rates.  Under its interest rate swap programs, the Utility either pays a variable rate of interest, which is based on various indices, ...
	Terms, Fair Values, and Counterparty Credit Ratings – The terms, fair values, and counterparty credit ratings of the outstanding swaps as of September 30, 2018, were as follows:
	Effectiveness – Of the interest rate swap agreements, four have been determined to be effective, while three have been deemed ineffective as of September 30, 2018.  The ineffective portion related to interest rate swap agreements is recorded as a regu...
	The unrealized loss on interest rate swap agreements of $22,418,793 has been recorded in accumulated decrease in fair value of hedging derivatives at September 30, 2018.  There were no realized gains or losses related to interest rate swaps as of Sept...
	The Community Development Block Grant, Urban Development Action Grant, and Home Grant funds have negative balance due to incurring expenditures prior to receiving funding.  Management anticipates receiving funding to recover these costs.
	Through a combination of agreements, GRU guaranteed credit received by TEA for $21,742,857 million as of September 30, 2018.  TEA evaluates its credit needs periodically and requests equity members to adjust their guarantees accordingly.  The guarante...
	The guarantees generally have indefinite terms; however, GRU can terminate its guarantee obligations by providing notice to counterparties and others, as required by the agreements.  Such terminations would not pertain to any transactions TEA entered ...
	The table below contains unaudited condensed financial information for TEA for the period ended September 30, 2018.





