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A PrRoOFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Public Works
Hastings Utilities
City of Hastings, Nebraska

We have audited the accompanying balance sheets of Hastings Utilities, a
component unit of the City of Hastings, Nebraska, as of December 31, 2009 and
2008 and the related statements of revenue, expenses and changes in equity and
cash flows for the years then ended. These financial statements are the
responsibility of the Utilities’ management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted
in the United States of America and Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining on a test
basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the component unit financial statements referred to above present
fairly, in all material respects, the individual and combined financial position of the
Electric System and Combined System of Hastings Utilities, as of December 31,
2009 and 2008 and the results of its operations and cash flows for the years then
ended in conformity with accounting principles generally accepted in the United
States of America.

The management’s discussion and analysis on pages 3 through 5 are not a required
part of the basic financial statements but are supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Hastings Utilities, a component unit of the City of
Hastings, Nebraska’s basic financial statements. The combining and individual fund
financial statements and other schedules, listed in the table of contents as
supplementary information, are presented for purposes of additional analysis and are not
a required part of the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

In connection with our audits, nothing came to our attention that caused us to believe
that the Utilities was not in compliance with the terms, covenants, provisions and
conditions of the bond ordinances governing the Electric System Revenue bond issue
dated March 26, 2001, June 14, 2004, and April 28, 2005, and the Combined Utility
Revenue Bond issue dated October 15, 2001, November 19, 2003, and April 24, 2006.

In accordance with Government Auditing Standards, we have also issued a report dated
April 8, 2010 on our consideration of Hastings Utilities' internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit.

Vo lrtts ¢ Wittess, PC.

Hastings, Nebraska
April 8, 2010

MCDERMOTT&MILLER
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MANAGEMENT’S DISCUSSION AND ANALYSIS
HASTINGS UTILITIES

Hastings Utilities (HU) is a publicly owned, not-for-profit utility system that provides its
customers a number of essential services. Those services are electricity, natural gas,
water, sanitary sewer and street lighting. Originally established in the 1930's, HU is
governed by a five-member Board of Public Works. The board’s charge is to make sound,
well-informed decisions that provide the users of the system reliable, dependable service
at very competitive rates.

The Mayor, with approval of the city council, appoints each board member. All of these
individuals are local citizens and also users of the services provided. Each of the five
board members is appointed for a five-year term with one appointment or reappointment
made each vyear.

In addition to providing first class service, the board strives to ensure the solid financial
footing necessary to plan and provide for the customers of Hastings Utilities well into the
future.

The discussion and analysis that follows should be read in combination with Hastings
Utilities” financial statements, which immediately follows this section of the report.

Results of Operations {dollars in millions)

Percent of
2009 2008 Change Change

Operating Revenues $ 46.6 $ 547 $ (8.1) -14.8%
Operating Expenses $ 46.4 $ 481 $ (1.7) -3.5%
Non-Operating Income $ 141 $ 102 $ 3.9 38.2%
Non-Operating Expenses $ 7.7 $ 57 §$ 2.0 35.1%
Capital Contributions $ 7.2 $ 06 $ 6.6 1100.0%
Transfers to the City $ 2.3 $ 2.7 $ (0.4) -14.8%
Net Income Before Capital Contrib $ 4.3 $ 84 $ (4.1) -48.8%
Net Income $ 115 $ 9.0 $ 2.5 27.8%

Operating revenues for 2009 decreased 14.8% overall, due to an 8.26% decrease in
the Electric system and a 24.39% decrease in the Combined system revenues. A
further breakdown of operating revenues for the Combined system shows a 35.83%
decrease in the Gas department, a 1.7% increase in the Water department, a 6.23%
decrease in the Pollution Control department, and a 5.7% increase in the Street
Lighting department.

Electric revenues decreased by just over $2.7 million. The Gas department also
experienced a decrease in revenues, $5.16 million. The Water department experienced
a slight increase in revenues of just over $55,000. These commodities can be
impacted by extreme weather conditions. The Electric revenue decrease is due to the
general economic decline as well as the closure of two major industrial customers. The
decrease in Gas department revenue is the result of the closure of major customers as
well as a substantial decrease in the Purchase Gas Adjustment.



Overall, operating expenses for 2009 decreased by 3.5%. The Combined departments
showed a decrease in operating expenses of 14.68%, with the Gas department
showing a decrease of 27.33%. The Water department had the largest increase in
operating expenses, 36.54%. Pollution Control department had an increase of
13.02%, and Street Lighting had an increase of just over 10%. The decrease in the
Gas department operating expenses is the result of a decrease in the amount of natural
gas purchased as well as a decrease in the cost of natural gas purchased.

The Electric department total operating expenses increased slightly, 5.7% or
$881,000. Production expenses increased 5.13%, which includes a 2.93% decrease in
fuel costs, and an increase of 17.2%, in other production expenses. Purchased power
costs increased by 5.65%.

Non-operating income increased by 38.2%, while non-operating expenses increased by
35.8%. These amounts can be attributed to the sale of coal to AGP.

Large capital contributions in 2009 are explained later in this discussion.

Transfers to the City of Hastings are a huge benefit of local ownership of the utility
system. Since HU is a government entity it does not pay any property taxes, as would
be the case if the system were privately owned. Therefore, it has been a longstanding
practice of the council and the board to transfer revenues to the city’s general fund. The
transfers ensure that the other essential service areas provided by the City do not suffer
as a result of public ownership of HU. Factors that drive an increase or decrease in
transfer payments include the levels of utility service used by HU’s customer base.

In 2009, total net income before capital contributions decreased by $4.1 million,
primarily due to a decrease of $3.7 million in the Electric department. The Gas
department had an increase in net income of $1.16 Million. The Water, Pollution
Control and Street Lighting departments showed decreases in net income of $860,011,
$707,520 and $4,929 respectively.

Results of Capital Improvements (dollars in millions)

Percent of
2009 2008 Change Change
Net Utility Plant in Service $142.0 $141.8 $ 0.2 0.1%

A major philosophy of Hastings Utilities’ approach to delivering its services is staying
ahead of the “reliability curve”. Delivery networks and facilities are constantly
evaluated to determine if they are capable of supplying needed services now and into
the future. Extensive capital additions have been made in recent years.

The year 2009 proved to be an exception to the amount spent on capital expenditures.
In response to the loss of some major customers and to avoid increasing rates, over
half of the budgeted capital expenditures were delayed.



For the year 2009 in the Electric department, plant additions totaled almost $7 million;
however, $6.3 million was for the coal load out facility, which was paid for by AGP
and given to Hastings Utilities. This is shown as a capital contribution.

Many of the Electric plant upgrades started in prior years have been completed,
including the plant control system, coal handling system and cooling tower projects.

Rural and city Electric distribution additions totaled $1.8 million, including $975,732
spent on the voltage conversion, from 1% St. to 2™ St., Burlington Ave. to Minnesota
Ave.

In the Gas department, just over $500,000 was spent on main additions and
improvements, including areas near 14" & Pershing; Lincoln Ave & South St; Laird &
Woodland on South St.

In the Water department, various water mains were installed, totaling just over $1
million, with over $400,000 in capital contributions received. Locations include
Showboat Blvd, J St. to Idlewilde; Prairie Hills 2™ Addition; 33" St., Osborne Dr. East
to Yost Ave.

For several years, major improvements have been made at the Pollution Control Center
to meet higher environmental standards and increase the capacity from 4MGD to
6MGD. During 2009, plant additions amounted to just over $815,000. Improvements
at the Maxon Avenue Facility were completed, totaling $3.3 million, with $556,000
spent in 2009. Sewer main additions for 2009 were $1.1 million. This included
completion of the 27" outfall sewer on N. Highway 281. $307,822 in capital
contributions were received during 20089.

In 2009, $142,000 was spent on street light improvements, including $101,000 for
HU's cost of street lights on Highway 281.

Costs of $201,580 were incurred for various capital improvements in the
Administrative Department, including $154,000 for upgrades to the billing software
and Harris computer system, $26,000 for new engineering offices, and $21,600 for
the replacement of one vehicle.

Results of Financing Activities {dollars in millions)

Percent of
2009 2008 Change Change
Revenue Bonds Outstanding $52.9 $ 56.4 $ (3.5) (6.2)%

No additional revenue bonds were issued in 2009.
Requests for Information

This financial report is designed to provide a general overview of the Utilities' primary
government finances for all those with an interest in the government's finances.
Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Manager, Hastings Utilities,
1228 North Denver Avenue, Hastings, NE 68901.
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ASSETS

PROPERTY, PLANT AND EQUIPMENT

Electric
Gas
Water
Pollution control
Street Lighting
Administrative
Total
Less accumulated depreciation

Net utility plant in service

Construction in progress

Net property, plant and equipment

NON-UTILITY PLANT
Electric
Total non-utility plant
Less accumulated depreciation

Net non-utility plant

CURRENT ASSETS
Cash and cash equivalents
Investments
Accounts receivables
Intercompany receivable
Inventories

Prepaid expenses
Total current assets

RESTRICTED ASSETS
Cash and cash equivalents

Investments
Total restricted assets

NON-CURRENT ASSETS
Deferred charges

TOTAL ASSETS

HASTINGS UTILITIES

CITY OF HASTINGS, NEBRASKA

BALANCE SHEETS
December 31, 2009 and 2008

- - - ELECTRIC SYSTEM - - - - - COMBINED SYSTEM - - -------- TOTAL--------
2009 2008 2009 2008 2009 2008
164,955,238 $161,905,932 $ -- $ -- $164,955,238 $161,905,932
-- -- 26,950,554 26,593,257 26,950,554 26,593,257
-- - 29,450,195 28,693,671 29,450,195 28,693,671
= - 43,302,052 41,088,490 43,302,052 41,088,490
= -~ 369,978 282,036 369,978 282,036
- - 684,188 979,774 684,188 979,774
164,955,238 $161,905,932 $100,756,967 $ 97,637,228 $265,712,205 $259,543,160
83,020,934 79,136,770 40,721,329 38,557,208 123,742,263 117,693,978
81,934,304 $ 82,769,162 $ 60,035,638 $ 59,080,020 $141,969,942 $141,849,182
51,692 966,454 1,053,631 842,947 1,105,323 1,809,401
81,985,996 §$ 83,735,616 $ 61,089,262 $ 59,922,967 $143,075,265 $143,658,583
6,337,751 -- $ -- $ -- $ 6,337,751 % --
6,337,751 -- $ - $ -- $ 6,337,751 -
6,337,751 $ - $ - $ - $ 6,337,751 $ --
8,619,423 $ 6,106,905 $ 11,943,830 $ 10,504,855 $ 20,463,263 $ 16,611,760
11,582,793 12,762,921 19,178,578 21,009,652 30,771,371 33,772,673
5,677,169 5,763,640 2,996,799 2,852,280 8,673,968 8,615,920
- -- 2,815,793 2,748,704 2,815,793 2,748,704
5,254,330 4,789,030 1,713,380 1,930,029 6,967,710 6,719,059
287,590 245,724 - -- 287,590 245,724.00
31,331,305 $ 29,668,220 $ 38,648,380 $ 39,045,520 $ 69,979,685 $ 68,713,740
4,622,984 $ 3,695,206 $ 167,360 $ 165,733 $ 4,790,344 $ 3,860,939
5,394,970 6,234,006 981,000 981,000 6,375,970 7,215,006
10,017,954 $ 9,929,212 $ 1,148,360 $ 1,146,733 $ 11,166,314 $ 11,075,945
68,120 % 15,323 $ 326,213 % 356,160 $ 394,333 % 371,483
129,741,126 $123,348,371 $101,212,222 $100,471,380 $230,953,348 $223,819,751

See Notes to Financial Statements
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RETAINED EARNINGS AND LIABILITIES

RETAINED EARNINGS
Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted
Total equity

CURRENT LIABILITIES
Current portion of long-term debt
Accounts payable
Intercompany payable
Interest payable
Customer deposits
Health insurance claims

Advances - refundable
Total current liabilities

Long-term debt:
Revenue bonds
Agreements - NPPD
Total long-term debt
Less current portion
Less unamortized discount
Less deferral from advanced refunding
Compensated absences
Other

Net long-term debt

TOTAL RETAINED EARNINGS AND LIABILITIES

- - - ELECTRIC SYSTEM - - - - - COMBINED SYSTEM - - - ------- TOTAL--------
2009 2008 2009 2008 2009 2008

39,842,785 $ 38,032,791 $ 50,903,492 $ 49,412,806 $ 90,746,277 $ 87,445,597
10,017,953 9,929,212 1,148,360 1,146,733 11,166,313 11,075,945
30,247,488 22,796,812 34,727,621 34,115,229 64,975,109 56,912,041
80,108,226 $ 70,758,815 $ 86,779,473 $ 84,674,768 $166,887,699 $155,433,583
3,047,113 $ 2,955,623 $ 595,000 $ 565,000 $ 3,642,113 §$ 3,520,523
1,986,410 2,447,549 3,539,071 4,443,857 5,525,481 6,891,406
2,815,793 2,748,704 -- -- 2,815,793 2,748,704
1,017,593 1,070,598 87,675 92,011 1,105,268 1,162,609
-- - 246,270 261,755 246,270 261,755

-- - 328,877 328,594 328,877 328,594
7,983 7,983 3,383 883 11,366 8,866
8,874,892 $ 9,230,357 $ 4,800,276 $ 5,692,100 $ 13,675,168 $ 14,922,457
43,585,000 $ 46,510,000 $ 9,350,000 s 9,915,000 $ 52,935,000 $ 56,425,000
32,113 62,636 - -- 32,113 62,636
43,617,113 $ 46,572,636 $ 9,350,000 $ 9,915,000 $ 52,967,113 $ 56,487,636
(3,047,113) (2,955,523) (595,000} {665,000} (3,642,113) (3,520,523}
{502,858) (677,7086) (198,892) (221,407) (701,750) (799,113}
{990,624) (1,195,924) (18,963) {26,378) {1,009,587) (1,222,302)
1,010,696 907,329 1,095,328 1,002,297 2,106,024 1,909,626
670,794 608,387 -- - 670,794 608,387
40,758,008 $ 43,359,199 $ 9,632,473 $ 10,104,512 $ 50,390,481 $ 53,463,711
129,741,126 $123,348,371 $101,212,222 $100,471,380 $230,953,348 $223,819,751

See Notes to Financial Statements
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Operating revenue
Operating expenses

Operating income before
depreciation

Less Depreciation

Operating income (loss)
Add other income
Capital contributions
Deduct other expenses
Transfers to the City

Net income
Equity - beginning

EQUITY - ENDING

HASTINGS UTILITIES
CITY OF HASTINGS, NEBRASKA

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN EQUITY
Years Ended December 31, 2009 and 2008

- - - ELECTRIC SYSTEM - - - - - - COMBINED SYSTEM - -- - -~------ TOTAL--------
2009 2008 2009 2008 2009 2008

$ 30,144,509 $ 32,858,874 $ 16,478,847 $ 21,793,201 $ 46,623,356 $ 54,652,075
(23,700,341) (22,336,784) (15,755,497) (19,093,617) (39,455,838) (41,430,301)
$ 6,444,168 $ 10,622,090 $ 723,350 $ 2,699,684 $ 7,167,518 $ 13,221,774
(4,330,464) (4,191,132) (2,653,602) (2,483,076) (6,984,066) (6,674,208)
$ 2,113,704 $ 6,330,958 $ (1,930,252) $ 216,608 $ 183,452 $ 6,547,566
9,082,244 6,639,630 5,056,917 3,611,022 14,139,161 10,250,662
6,473,721 35,8256 713,660 519,698 7,187,381 555,423
(7,115,117) (56,063,339) (623,087) (607,674) (7,738,204) (6,670,913)
{1,205,141) (1,314,994) (1,112,533) (1,413,347) (2,317,674) (2,728,341)
$ 9,349,411 $ 6,627,980 $ 2,104,705 $ 2,326,307 $ 11,454,116 $ 8,954,287
70,758,815 64,130,835 84,674,768 82,348,461 155,433,583 146,479,296

$ 80,108,226 $ 70,758,816 § 86,779,473

$ 84,674,768 $ 166,887,699

$ 155,433,583

See Notes to Financial Statements
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