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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor, and
Members of the City Council
City of DeBary, Florida

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of City of DeBary, Florida, as of and for the year ended September
30, 2007, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of City of DeBary, Florida’s management. Our responsibility
is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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 audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of City of DeBary, Florida, as of September 30, 2007, and the respective changes in financial
position for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 29, 2008
on our consideration of City of DeBary, Florida’s 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 important for assessing the results of our audit.

205 MAGNOLIA ST. ¢« NEW SMYRNA BEACH, FL 32168-7125 e (386) 427-1333 ¢« DAYTONA (386) 248-0240 ¢ FAX (386) 427-5823 e www.bmcpa.com
MEMBER: American Institute of Certified Public Accountants and AICPA Private Companies Practice Section



The Honorable Mayor, and
Members of the City Council

City of DeBary, Florida

Page 2 of 2

The management’s discussion and analysis and budgetary comparison schedules on pages 3 through 11 and
35 through 42, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of DeBary, Florida’s basic financial statements. The combining and individual nonmajor
fund financial statements on pages 43 through 54 are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The combining and individual nonmajor fund financial
statements and schedules have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

Bret Mlhbo d Co., Co

September 29, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As financial management of City of DeBary, Florida, (hereinafter referred to as the “City”), we offer the
readers of these basic financial statements this narrative overview and analysis of the City’s financial
activities for the fiscal year that ended on September 30, 2007. This discussion and analysis is designed to
assist the reader in focusing on the significant financial issues and activities and to identify any significant
changes in financial position. We encourage readers to consider the information presented here in
conjunction with the financial statements, which follow this section, taken as a whole.

Financial Highlights

« The total assets of the City of DeBary, Florida exceeded its liabilities at the close of the most recent
fiscal year by $15,925,700 (net assets). Of this amount, $2,571,965 (unrestricted net assets) may be
used to meet the City’s ongoing obligations to citizens and creditors.

« The City’s total combined net assets (for the General, Solid Waste, Street Lighting District, Orlandia
Heights Neighborhood Improvement District, Stormwater Management, Flood Improvement and
Stormwater Improvements Capital Projects, and other non-major special revenue funds) increased by
$3,853,367 in 2007. This represents an increase of 32.0% over the prior year’s net assets.

« The City’s governmental funds reported combined ending fund balances of $9,569,598 at the end of
the current fiscal year, an increase of $5,732,055 ($5 million of which was bond proceeds in 2007) in
comparison to the $3,837,543 reported at the end of the prior fiscal year. Approximately 60% of this
amount or $5,807,799 is available for spending at the City’s discretion (unreserved fund balance).

« Atthe end of the 2007 fiscal year, unreserved fund balance for the General Fund was $4,607,433, or
50.3% of the total 2007 General Fund expenditures, which represents 183 days of excess funds. This
represents a substantial increase of $1,582,623 over the amount reported at the end of 2006.

Overview of the Financial Statements

The City’s basic financial statements are comprised of three parts: 1) management’s discussion and analysis,
2) the basic financial statements (including government-wide financial statements, fund financial statements,
and notes to the financial statements), and 3) required supplementary information, including budgetary
comparisons and other selected financial data.

Management’s Discussion and Analysis (MD&A) is intended to serve as an introduction to the basic financial
statements and required supplementary information. The MD&A represents management’s examination and
analysis of the City’s financial condition and financial performance as a whole. Summary financial statement
data, key financial and operational indicators used in the strategic plan, budget, and other management tools
were used for this analysis.

The basic financial statements include two kinds of statements that present different views of the City. The
first two statements consist of entity-wide financial statements that provide both the short- and long-term
financial information about the City’s overall financial status, including its governmental activities. These
statements report information about the City using full accrual accounting methods and economic resources
focus as utilized by similar business activities in the private sector. Information concerning all of the City’s
assets and liabilities, both financial and capital, and short-term and long-term debt are included. Likewise, all
revenues and expenses received during the year, regardless of when cash is received or paid are reported. The
remaining statements are fund financial statements that focus on individual parts of the City government,
reporting the City’s operations in more detail than the government-wide financial statements. These fund



statements tell how general government services like public safety were financed in the short-term as well as
what remains for future spending.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances in a manner similar to a private-sector business. The basic financial statements of the City
include a statement of net assets and a statement of activities, which are described as follows:

« A statement of net assets presents information on all of the City’s assets and liabilities at the end of
its fiscal year, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the City’s financial position is
improving or deteriorating. Net assets increase when revenues exceed expenses. Increases to assets
without a corresponding increase to liabilities results in increased net assets, which indicates an
improved financial condition.

« The statement of activities presents the results of business operations over the course of the fiscal
year and information as to how the City’s net assets changed during the year. All changes in net
assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods such as delinquent taxes and earned
but unused personal leave.

The government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (government activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City include general government services, public safety (police, fire and
building inspection), highways and streets, solid waste, street lighting, stormwater management, and
recreation and leisure services. The City did not operate any proprietary, or business-type, activities during
the past fiscal year.

The basic government-wide financial statements can be found on pages 12 and 13 of this report.
Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant funds - not
the City as a whole. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City are
governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
These funds are reported using the modified accrual accounting method, which measures cash and all other
financial assets that can be readily converted into cash. Such information is useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
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fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities. These reconciliations can be found on pages 16 and 19.

The City maintains thirteen individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund, the Solid Waste (special revenue) Fund, the Street Lighting
District (special revenue) Fund, the Orlandia Heights Neighborhood Improvement District (special revenue)
Fund, the Stormwater Management (special revenue) Fund, the Flood Improvement Capital Project Fund,
and the Stormwater Improvements Capital Projects Fund, all of which are considered to be major funds. Data
from the six other governmental funds are combined into a single, aggregated presentation. Individual fund
data for each of these nonmajor governmental funds is provided in the form of combining statements
elsewhere in this report.

The City adopts an annual appropriations budget for each of its governmental funds in accordance with state
statutes. Budgetary comparison statements have been provided for each fund to demonstrate compliance with
these budgets.

The basic governmental fund financial statements can be found on pages 14 to 19 of this report.

Notes to the Financial Statements. The financial statements also include notes which provide required
disclosures and other information that are essential to a full understanding of material data provided in the
statements. The notes present information about the City’s significant accounting policies, account balances
and activities, material risks, obligations, commitments, contingencies and subsequent events, if any. The
notes to the financial statements can be found on pages 20 to 34 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information that further explains and supports the information in the
financial statements. This section also contains combining and individual fund schedules containing
budgetary comparisons for the City’s governmental fund activities. Required supplementary information and
other supplemental information can be found on pages 35 to 54 of this report.

Government-Wide Financial Analysis of the City as a Whole

Net Assets. As noted previously, net assets may serve over time as a useful indicator of a government’s
financial position. This year, the City’s combined net assets increased from $12,072,333 to $15,925,700,
which represents an increase of $3,853,367, or 32.0%, over amounts reported last year. Of this amount,
approximately 84.0% is either restricted as to the purposes they can be used for or is invested in capital assets
(land, buildings, improvements, infrastructure, machinery and equipment), and is not available for future
spending. Although the City’s investment in capital assets is reported net of related debt, it should be noted
that under normal circumstances the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities. The remaining portion
represents the City’s unrestricted net assets, the part of net assets that can be used to finance day-to-day
operations without constraints of enabling legislation or other legal requirements, totaled $2,571,965 at the
end of 2007.



The following is a summary of net assets at year end:

Net Assets
September 30, 2007 and 2006

Governmental Activities

2007 2006
Assets:
CUurrent and OtNEE ASSELS.........vieiiueeiieecree sttt ettt e eree e eree s $ 10,387,569 4,684,322
Capital 8SSELS, NEL .. .eviieeeieeieeee e 12,006,255 9,872,192
TOMAL ASSELS ..uvieveeireete ittt ettt ettt be e ebe e ae s teesbeesreeereeanas 23,393,824 14,556,514
Liabilities:
Long-term debt outStANdINg..........coeiiriieiieiee e 5,502,793 1,857,739
(01 g T G T o] | 11T 965,331 626,442
Total HADIITIES....cciveiieiiicie e 6,468,124 2,484,181
Net Assets:
Invested in capital assets, net of related debt............ccooeieiiiiiiiiiiee 9,629,874 9,200,999
e (o1 (=T TR 3,723,861 304,102
L0 =T (o1 =T RO PR ROTR 2,571,965 2,567,232
TOAl NEL ASSELS ...vviecire ettt st $ 15,925,700 12,072,333

Changes in Net Assets. While the statement of net assets shows a snapshot of the City’s financial position at
the end of the fiscal year, the statement of changes in net assets provides answers as to the nature and source
of those changes. During 2007, the City’s combined net assets increased by $3,853,367, or 32.0% over the
amount reported in the prior year. During this same period, the City’s total revenues increased $1,248,829 to
a total of $13,560,379, compared to $12,311,550 in 2006. This increase is primarily attributable to the
increase in property tax revenue of $1,553,268 as a result in increased assesses valuation, an increase in
public service taxes of approximately $547,771 as a result of imposing an electric franchise fee, and an
increase in investment earnings of $443,774 as a result of interest earned on loan proceeds before expending,
while other decreases offset these increases. Approximately 41.0% of the City’s revenue comes from property
taxes, and 69 cents of every dollar raised comes from some type of tax (e.g., property tax, sales tax, gas tax,
utility tax, etc.). Another 21.2% comes from fees charged for services, while most of the rest is state and
federal financial assistance, interest and other miscellaneous earnings.

The following is a summary of changes in net assets for the year ended September 30, 2007 and 2006:

Changes in Net Assets
Year Ended September 30, 2007 and 2006

Governmental Activities

2007 2006
Revenues:

Program revenues:
Charges fOr SEIVICES ......vciiviieiiiiieiscse e $ 2,868,552 2,841,876
Operating grants and CONtribULIONS..........cc.cvevvvveiieieicre e 179,887 930,153
Capital grants and contributions.............cccoevvevieie e, 44,528 273,726

General revenues:
PrOPEITY TAXES ..ottt 5,553,694 4,000,426
(@] 1 T g 1= VG S 3,819,819 3,314,366
INtergovernMeNtal FEVENUES .........c.ccveiverieiie et 422,113 772,113
OLhEI FEVENUES. ... ..ecuiictiictiete ettt st et sba e be e aeenne s 671,786 178,890
TOLAl FEVENUES ...ttt ettt et $ 13,560,379 12,311,550




Expenses:

General GOVEIMMENT ........cviviriiireien s
] o] Lol U] YOS SS
TrANSPOITALION. ...ttt bbbt e
Physical ENVIFONMENT ......coiiiiiiiiee e
HUuman services/Nealth............ooooviiiiicic s
CUIUIE/TECIBALION ...t
Interest on 1oNg-term debt..........ccooi i

TOAl EXPENSES ....vitieeiirte et

Increase (decrease) iN Nt ASSELS........cvveiverrerererese s se e see e

Governmental Activities

Governmental Activities

2007 2006
$ 1,321,879 1,687,443
4,658,028 4,198,752
1,454,614 2,246,929
1,184,382 289,666
- 55,256
857,420 769,580
230,689 63,753
9,707,012 9,311,379
$ 3,853,367 3,000,171

Revenues for the City’s governmental activities experienced an increase during 2007. Overall, the City’s
governmental revenues totaled $13,560,379, which represents an increase of $1,248,829, or 10.1% over last
year’s reported governmental revenues totaling $12,311,550. While the current year did not include any large
sources of assistance, it does include increases in property taxes of $1,553,268, public service taxes of
$547,771, and interest earnings of $443,774, along with other slight increases in charges for services and

miscellaneous revenues.

Revenues by Source - Governmental Activities

Investment Earnings
0, .
4.2% Miscellaneous

/ 4.0%

Fines and Forfeitures
0.8%

Property Taxes
Charges for Services _— 4 40.0%
17.4%
Intergovernmental
10.4% Licenses and Permits Other Taxes
2.5% 20.8%




An individual comparison of the City’s functional program revenues and costs of providing program services
to its citizens is useful in identifying the programs, and the extent of which each are dependent on taxes and
other non-exchange revenues to subsidize their program operations. They are illustrated in the following
graph:

Expenses and Program Revenues - Governmental Activities

$5,000,000

O Expenses

$4,500,000

$4,000,000

B Revenue

$3,500,000 -

$3,000,000
$2,500,000
$2,000,000

$1,500,000 -

$1,000,000
$500,000
w ‘ [

General Government Public Safety Transportation Physical Environment Culture/Recreation

Expenses for the City’s governmental activities totaled $9,707,012 for fiscal 2007, which represents an
increase of $395,633 or 4.2% over last year’s reported governmental expenditures totaling $9,311,379. These
expenses do not include amounts expended for capital outlay and for debt principal; however, they do include
depreciation and amortization expense for the year. Over the last several years, a trend has emerged with
respect to a widening gap between program revenues and program expenses. While core governmental
services, such as police and fire protection, are traditionally provided to citizens without user charges, the City
is continuing to explore alternative means to recover the costs of specialized government services.

Expenditures by Function - Governmental Activities

Interest on Long-Term
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Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds. The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As the City completed the current fiscal year, its governmental funds reported a combined fund balance of
$9,569,598 which was $5,732,055, or 149.4%, more than the $3,837,543 reported last year. Approximately
60.9% of this amount ($5,824,672) constitutes unreserved fund balance, which is available for spending at the
government’s discretion. The remainder of fund balance is reserved to indicate that it is not available for new
spending because it has already been committed 1) to finance neighborhood improvement projects ($40,713),
2) to finance specialized street lighting district costs ($272,477), 3) to finance side walk projects ($5,181), 5)
to finance stormwater improvement projects ($3,282,063), 5) for parks and recreation improvement projects
($84,015), 6) for public building projects ($8,272), 7) for recycling materials and projects ($31,140) and 8)
reflect the costs for payments for prepaid expenses carried over to the subsequent year ($21,065).

The general fund is the chief operating fund of the City. As of September 30, 2007, the unreserved fund
balance in the general fund totaled $4,607,433, while total fund balance was $4,622,853. As a measure of the
general fund’s liquidity, it may be useful to compare both unreserved fund balance and total fund balance to
total fund expenditures. Unreserved fund balance represents 50.3% of total general fund expenditures
($9,159,718), while total fund balance represents 50.5% of that same amount. City officials have established
a target threshold of 100% in unreserved funds compared to General Fund expenditures. The City failed to
meet its target, but did improve when compared to the prior year’s 31.9%.

General Fund Budgetary Highlights

In fiscal year 2007, the City Council amended the General Fund operating budget once for changes in various
department appropriations, to increase amounts for expenditures as changes occurred during the year and for
additional capital expenditures. Budgeted revenues were also amended at this same time in an amount equal
to the total increase in expenditures, amendments came as a result of refunds from the prior year and an
incorrect calculation on investment income. Actual expenditures in the General Fund for the current fiscal
year were $2,312,193 less than the budgetary amounts appropriated.

Capital Assets and Debt Administration

Capital Assets. At September 30, 2007, the City had $12,006,255 invested in a broad range of capital assets,
including land, buildings, park facilities, public works infrastructure and general government machinery and
equipment. This overall investment in capital assets, net of depreciation, for all governmental activities is
reflected in the schedule on the following page:



Capital Assets
September 30, 2007 and 2006
Governmental Activities

2007 2006

7V o OSSR $ 3,216,856 3,178,049
BUITAINGS ..ot 573,546 567,276
Improvements other than buildings .........ccccovoveie i 1,843,611 1,780,371
INFFASTIUCTUNE ...t 4,681,930 4,585,689
Equipment and FUINITUNE .........ooveiiii e 830,005 740,605
11,145,948 10,851,990

Accumulated depreciation ..........c.cccvevie e (2,151,596) (1,671,824)
8,994,352 9,180,166

CONSLIUCTION 1N PrOGIESS ....veviviieiieterieieste ettt sttt 3,011,903 692,026
Net investment in capital aSSEtS........c.cvviiiiiieiicii e $ 12,006,255 9,872,192

Long-term Debt. At year end, the City had $5,000,000 in notes outstanding which are secured solely by
specified revenue sources. These notes are recorded on the statement of net assets under the liabilities section
and segregated into amounts due within one year and those amounts due in more than one year, along with
unamortized debt issuance costs of $34,501 appearing in the assets. In addition, the City had a note payable
in the amount of $502,792 secured by real estate. More detailed information about the City’s long-term debt
is presented in Note 8 to the financial statements.

At year end, the City had a commitment to fund future earned, but unpaid, employee personal leave of
$117,217.

Economic Factors and Next Year’s Budgets and Rates

Many factors are considered each year by the City Council in its efforts to establish an operating budget, to
evaluate its personnel needs, and to develop uniform user fees that are reasonable, and more importantly,
capable of cost recovery. Some of the major factors considered in this process are the local economy, civilian
labor force, unemployment rates, and inflation rates.

e T he most recent estimates available for unemployment data in VVolusia County, Florida are compiled
by the Florida Agency for Workforce Innovation on the Florida Research and Economic Database
(FRED). This agency estimates a countywide unemployment rate of 5.0% at the end of September
2007, which is dramatically higher than the 3.1% rate experienced one year earlier. The agency also
reports average weekly wage statistics for Volusia County ($598) are substantially lower than the
statewide average ($740) at September 30, 2007.

¢ Inflationary trends for Volusia County compare favorably with those trends experienced at the state
and national levels.

e The real estate market activity for Volusia County and for the City of DeBary, Florida started to

decline in fiscal year 2007. Statewide, and in particular our local economy, began experiencing an
economic slowdown that will inevitably affect our revenue base for fiscal year 2008.

10



Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to demonstrate the City’s accountability for the money it receives.
Questions concerning any of the information provided in this report, or requests for additional information
should be addressed to the Office of the City Manager, City of DeBary, Florida, 137 South Highway 17-92,

DeBary, Florida 32713.

11



This Page Intentionally Left Blank.



BASIC FINANCIAL STATEMENTS



STATEMENT OF NET ASSETS Statement 1
September 30, 2007
CITY OF DEBARY, FLORIDA

Primary Government

Governmental
Activities
Assets:
Cash and cash eqUIVAIENES...........coooiiiie e $ 9,784,774
Receivables:
Accounts (net of allowance for doubtful accounts)............ccccceveviveineenn. 242,360
p oo =10 T ] (=T () PR 13,402
Due from other gOVEIMMENTS.........ccveiiieieie e 291,467
Prepait EXPENSES. ....coveiveeeie e eeeste et ste et ste et e st eseeseesteenaeseeeneeeenaens 21,065
Unamortized debt iISSUANCE COSES........uvveiieeeiiieeeieeiee e e e eeee et r e e e s e s e eee e 34,501
Capital assets:
Land and conStruCtion iN PrOQIESS.........eieeeeriereeeesteeeeseesieeneeseesneeneeseeans 6,228,759
Other depreciable capital assets, net of depreciation............ccccceevervnnnne. 5,777,496
B 0] r= Y EXT =) £ RO 22,393,824
Liabilities:
Accounts payable and accrued liabilities.........ccooooveviiiieiiiie 839,134
Compensated absences payable...........ccooiiiienineeereee e 117,217
UNBAINEA INCOME...eeeitee ettt e ettt e e e e e ettt e e e e e sae et eeeerese e rereeees 8,980
Bonds, notes, and other payables:
Due WIthin ONE YEAT........iiiiieeiiee et 205,819
Due in more than 0N YEAI........cccvieiiiriee et 5,296,974
Total HADITIES......vveiiieii s 6,468,124
Net Assets:
Invested in capital assets, net of related debt............ccooeiiiiiiiii i 9,629,874
Restricted for:
(08 o rc LN o] (0] [=To! i F TS 3,282,063
TranSpOrtation PrOJECES......ccveuerieeeree e eee et nee 318,371
(@10 =T o] 0] 1= ox £ TSS S TSSR 123,427
(0] 0] =TSy 1 o1 (=T R 2,571,965
TOAl NEE ASSELS. ...ttt ettt e e e e saae s $ 15,925,700

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF ACTIVITIES
For the Fiscal Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

Statement 2

Net

(Expense)

Revenue and

Changes in

Net Assets

Primary
Program Revenue Government
Charges Operating Capital
for Grants and Grants and Governmental
Expenses Services  Contributions Contributions  Activities
Primary government:
Governmental activities:
General government................... $ 1,321,879 104,990 114,127 - (1,102,762)
Public safety........cccccovovrvennnnnn. 4,658,028 376,885 3,999 - (4,277,144)
Transportation...........ccccceeeeereenne. 1,454,614 440,075 54,011 - (960,528)
Physical environment................. 1,184,382 1,880,812 - 29,312 725,742
Culture/recreation...........c.......... 857,420 65,790 7,750 15,216 (768,664)
Interest on long-term debt.......... 230,689 - - - (230,689)
Total primary government..... 9,707,012 2,868,552 179,887 44528 _ (6,614,045)
General revenues:

Property taxes, levied for general purposes...........cccccc...... 5,553,694

GBS TAXES. vttt et ettt et e e ettt e e e e e et et e e e r e 936,335

Local Option gas taX......ccooveeerereee e eeenie e 492,624

PUDIIC SEIVICE tAXES....ceeeeeeeeee e et e e e e e e e e e e neeenes 2,390,860

State revenue Sharing.........ccoceeeveereeiene e 400,199

Other intergovernmental revenues...........ccoccooevvreererenne 21,914

INVESTMENT AININGS. ....cceeie et 589,042

Miscellaneous reVENUE.........cccccveveevieeiie e, 82,744

Total general reVeNUES..........ccevvveeiereneeie e 10,467,412

Change N Net aSSeLS........ceevrreeieie e 3,853,367

Net assets - DeginNiNg.........cccocvvivereniierecee e 12,072,333

Net assets - eNdiNg........cocvvvererieeieie e

The accompanying notes are an integral part of the financial statements.
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BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2007

CITY OF DEBARY, FLORIDA

Assets:
Cash and cash equivalents...........cccccooveiiirniencenc e,
Receivables, net:
ACCOUNtS rECEIVADIE. .....ociiiriiei e,
ACCIUE INTEIESL.....vvieiiciie et
Due from other funds.........cocceiveiiii i
Due from other governments.........c.cccoceveevenenieseseeneneens
Prepaid iemMS........coeiiiiee e

TOLAl ASSELS ..oeeeeeieeeeeeee ettt

Liabilities and Fund Balances:
Liabilities:
Accounts payable and other current liabilities...................
Due to Other fUNAS .......ceeeiiiiiee e
UNEarned INCOME. .....c.covveiieiiriii ettt

Total HADITIES ...vvvveeeeeeeeeeeee et

Fund Balances (Deficit):

Reserved for:
Prepaids. . ..ot
Capital ProJECLS.......covvveieee et
RecyCliNg ProjectS.......ccooevvieereieeeseeee e
Transportation impProvements..........ccocveeeveeeereneereenennnnn.
Parks and recreation improvements..........cccccovevevereneenne
Public building projects.........cccccooovvvevieioiiiiieiie e

Unreserved, reported in:
General fUNG........c.ooviiiiii
Special revenue funds .........ccoco v
Capital project fund .........ccooeeviiveiiieeee e

Total fund balanCes...........oovvveivieciie e

Total liabilities and fund balances...........ccccevvveeee...

Street

Solid Lighting

General Waste District
4,466,536 733,792 337,594
151,874 - -
13,402 - -
1,080,590 - -
283,312 1,430 -
15,420 - -
6,011,134 735,222 337,594
773,716 - -
614,335 287,315 65,117
230 - -
1,388,281 287,315 65,117
15,420 - -
- - 272,477
4,607,433 - -
- 447,907 -
4,622 853 447 907 272477
6,011,134 735,222 337,594

The accompanying notes are an integral part of the financial statements.
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Statement 3

Orlandia Flood Stormwater
Heights Improvement  Improvements
Neighborhood Capital Capital Nonmajor Total
Improvement  Stormwater Project Projects Governmental Governmental
District Management Fund Fund Funds Funds
45,709 246,451 - 3,716,993 237,699 9,784,774
2,475 - - - 88,011 242,360
- - - - - 13,402
- 307,216 - 650 307,119 1,695,575
- - - - 6,725 291,467
5,645 - - - - 21,065
53,829 553,667 - 3,717,643 639,554 12,048,643
774 - - - - 774,490
6,697 650 257,080 435,580 28,801 1,695,575
- - - - 8,750 8,980
7471 650 257,080 435,580 37,551 2,479,045
5,645 - - - - 21,065
- - - 3,282,063 - 3,282,063
- - - - 31,140 31,140
40,713 - - - 5,181 318,371
- - - - 84,015 84,015
- - - - 8,272 8,272
- - - - - 4,607,433
- 553,017 - - 473,395 1,474,319
- - (257,080) - - (257,080)
46,358 553,017 (257,080) 3,282,063 602,003 9,569,598
53,829 553,667 - 3,717,643 639,554 12,048,643
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS Statement 3A
TO THE STATEMENT OF NET ASSETS

September 30, 2007

CITY OF DEBARY, FLORIDA

Fund balances - total governmental fUNAS............cooiiiii i, $ 9,569,598

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported iN the TUNAS...........cuoiiiiii s 12,006,255

Unamortized bond issuance costs are reported as other long-term assets and are
not available to pay for current-period expenditures and therefore deferred
LI LT {8110 TP 34,501

Accrued interest is not due and payable in the current period and accordingly
is not reported as a fund liability. All liabilities are reported in the Statement of
N o S £ ST SSR (64,644)

Long-term liabilities are not due and payable in the current period and, therefore,
are not reported in the funds:

(0] 0T T = 10 < o T (5,502,793)
COMPENSALEA BDSENCES. ... e veeeeeieeeiie ettt ettt e steetee e ste s e stesneeneesbe e e e seesneeneeseeeees (117,217)
Net assets of governmental ACTIVITIES..........ccvoiiiiiie e $ 15,925,700

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Street
Solid Lighting
General Waste District
Revenue:
LI N GO $ 7,965,622 - -
Licenses and PermitS........ccocuevvreroereniene e 345,643 - -
Intergovernmental ...........ccooov e 1,439,424 - -
Charges TOr SEIVICES ......ooeeieieiiee e 133,823 1,009,224 282,585
FIiNes and FOrfeItUrES ......vveeeeee et 59,060 - -
IMISCEHANEBOUS. ...ttt 798,769 47,756 19,597
TOtAl FEVENUE ..o 10,742,341 1,056,980 302,182
Expenditures:
General gOVEIMMENL.........ccooiiiiie e 1,477,172 - -
PUBIIC SAFELY ..o 4,652,484 - -
TranSPOrtAtioN.........ccveieieeee et 913,458 - 286,110
Physical enVIronment...........ccocoeoiiiiiieie i 105,850 1,049,003 -
CUIUIe/TECIEAtION ...t 745,623 - -
Debt service:
Principal retirement............coceii e, 1,232,204 - -
Interest and fiscal charges........cccocovoveieiiieic i 32,927 - -
Total eXPENItUIES.........coviiiee e e 9,159,718 1,049,003 286,110
Excess of revenue over
(Under) eXPENITUIES........ccoveieeiere e 1,582,623 7,977 16,072
Other Financing Sources (Uses):
BON ISSUANCE......oveiiiiiiiii et - - -
Excess of revenue and other sources
over under) expenditures and
(0] 1< QU LT T 1,582,623 7,977 16,072
Fund balances, beginning of year...........ccoccooviieieieeieni e 3,040,230 439,930 256,405
Fund balances, end of Year...........ccocveeiirie e $ 4622853 $ 447 907 272 477

The accompanying notes are an integral part of the financial statements.
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Statement 4

Orlandia Flood Stormwater
Heights Improvement  Improvements
Neighborhood Capital Capital Nonmajor Total
Improvement  Stormwater Project Projects Governmental Governmental
District Management Fund Fund Funds Funds
- - - - 471,557 8,437,179
- - - - - 345,643
- - - - - 1,439,424
157,490 810,741 - - 20,550 2,414,413
- - - - 49,436 108,496
- 22,090 29,312 190,152 43,421 1,151,097
157,490 832,831 29,312 190,152 584,964 13,896,252
- - - - 1,477,172
- - - - 4,652,484
151,428 - - - 1,350,996
- 5,786 286,392 1,908,089 1,210 3,356,330
- - - 51,205 796,828
- 154,401 - - 1,386,605
- 110,855 - - - 143,782
151,428 271,042 286,392 1,908,089 52,415 13,164,197
6,062 561,789 (257,080) (1,717,937) 532,549 732,055
- - - 5,000,000 - 5,000,000
6,062 561,789 (257,080) 3,282,063 532,549 5,732,055
40,296 (8,772) - - 69,454 3,837,543
46,358 553,017 (257,080) 3,282,063 602,003 9,569,598
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TQ
THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Net change in fund balances - total governmental funds............cccccoovevenrinenene

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is depreciated over their
estimated useful lives. This is the amount by which capital outlays exceeded
depreciation expenses for the current period:

Capital outlay eXpenditUres............ccoeerrieeieieeeee e 2,613,835
Depreciation EXPENSE. ... .ccve e ieereereree e seeeee e ree e eseeste e seeeneeneeseeas (479,771)

Under the modified accrual basis of accounting used in the governmental
funds, revenues are not considered available if they are not received within
sixty days of the close of the year. In the statement of activities, however,
which is presented on the accrual basis, revenues are reported regardless
of when the financial resources are available. This adjustment represents
the change in funds not collected within sixty days of the close of the year.

The issuance of long-term debt provides current financial resources to
governmental funds and thus contributes to the change in fund balance.

In the statement of net assets, however, issuing debt increases long-term
liabilities and does not affect the statement of net assets. Similarly, repay-
ment of principal is an expenditure in governmental funds, but reduces the
liability in the statement of net assets. The amount of items that make up
these differences in the treatment of long-term debt and related items are:

Proceeds from long-term debt...........cco i (5,000,000)
DEDE ISSUANCE COSTS. ...eeieeetiieerreieiee et teteee et eeeeseseeeareeeeessssserereeereessenaees 36,750
Principal PaYMENTS.........coviiiie e 1,386,605
AMOrtization Of 108N COSES........coviiiiiciere e (33,909)

Under the modified accrual basis of accounting used in the governmental
funds, expenditures are not recognized for transactions that are not normally
paid with expendable available financial resources. In the statement of
activities , however, which is presented on the accrual basis, expenses and
liabilities are reported regardless of when financial resources are available.
This adjustment reflects the (increase) decrease in liabilities that will be paid
in future years:

COMPENSALEA ADSENCES. ....cueverevireiieisieisie ettt (13,327)
Accrued interest on long-term debt...........ccooooviieiiiiiiii s (52,998)

Change In net assets of governmental aCtIVILIES............coocveiriiee e

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
September 30, 2007
CITY OF DEBARY, FLORIDA

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of City of DeBary, Florida, have been prepared in conformance with accounting
principles generally accepted in the United States of America as applicable to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted body for promulgating governmental
accounting and financial reporting principles. The following is a summary of the City’s significant
accounting policies:

A. Reporting Entity

The City of DeBary, Florida, was incorporated in September, 1993, as a political subdivision of the State of
Florida located in Volusia County and adopted its first charter under the provisions of Senate Bill No. 2398
and the Municipal Home Rule Power Act, F.S. Ch. 166. The legislative branch of the City is composed of a
five (5) member elected Council, including a city-wide elected mayor. The City Council is governed by the
City Charter and by state and local laws and regulations. The City Council is responsible for the
establishment and adoption of policy. The execution of such policy is the responsibility of the City Manager.

The accompanying financial statements present the financial position, results of operations and cash flows of
the applicable funds controlled by or dependent on the City. In evaluating the City as a reporting entity,
management has addressed all potential component units for which the entity may or may not be financially
accountable and, as such, be included within the City’s financial statements.

Blended Component Unit The Orlandia Heights Neighborhood Improvement District (created by referendum
on February 4, 1999 and Resolution No. 99-03) is governed by a Board of Directors appointed by the City
Council. The District was created to promote improvements of the district through the use of district
assessments to finance all related improvements. Although legally separate, the District is reported as if it
were part of the primary government and appropriately recorded as a special revenue fund.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements, comprised of the Statement of Net Assets and the Statement of
Activities, report aggregated information for the overall government for all of the activities of the primary
government. These statements do not report fiduciary funds or fiduciary component units such as retirement
trust funds. Those activities are reported only in fund financial statements, when required. The effect of
interfund activity has been removed from these statements as is further disclosed below under the heading
Interfund Activity Eliminations and Reclassifications.

Governmental activities, which normally are supported by taxes, intergovernmental revenues, and other
nonexchange revenues are reported separately from business-type activities, which are financed wholly or
partially by fees charged to external parties for goods or services and are reported in enterprise funds. The
City did not operate any business-type activities during the fiscal year.

The Statement of Net Assets presents the overall government’s financial position at year-end. The Statement
of Activities presents direct expenses of a given function or segment offset by program revenues for the fiscal
reporting period. The resulting net expense or revenue is then totaled and offset by general revenues
producing the aggregate change in net assets for the period. Program revenues include (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

a given function or segment of the government, and (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment. Taxes and other nonexchange
revenues not properly included among program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds. Major individual governmental funds are
reported in separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
as soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Taxes, intergovernmental revenue, licenses and permits, charges for services, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the government.

Revenues, expenses, gains, losses, assets, and liabilities resulting from nonexchange transactions are
recognized in accordance with the requirements of Governmental Accounting Standards Board Statement No.
33, Accounting and Financial Reporting for Nonexchange Transactions. Nonexchange transactions are
grouped into four classes, based on their principal characteristics. The accounting treatment for each type of
transaction is as follows:

Derived Tax Revenue, defined as assessments imposed on exchange transactions. Examples include:
sales taxes, franchise tax, utility taxes, etc. Assets from derived tax revenue are recognized in the
period when the exchange transaction on which the tax is imposed or when resources are received,
whichever occurs first. Revenues are recognized, net of estimated uncollectible amounts, in the same
period that the assets are recognized. Resources received in advance are recorded as deferred revenue
until the period of the exchange.

Imposed Nonexchange Revenue, result from assessments on nongovernmental entities, other than
assessments on exchange transactions. Examples include: ad valorem (property) taxes, fines and
penalties, and property forfeitures. Assets from imposed nonexchange revenues are recognized in the
period when an enforceable legal claim to the assets arises or when the resources are received,
whichever occurs first. Property taxes are recognized in the period for which the taxes are levied. All
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

other imposed nonexchange revenues are recognized in the same period that the assets are
recognized.

Government-mandated Nonexchange Transactions, frequently establish eligibility requirements
before a transaction can occur. Examples include federal awards and state financial assistance. Until
the requirements are met, the recipient does not have a receivable and the recognition of revenue
received in advance is deferred. The providers (usually federal, state, and county governments) often
offer resources on a reimbursement (“expenditure-driven”) basis at the time the recipient has incurred
allowable costs under the applicable program.

Voluntary Nonexchange Transactions result from legislative or contractual agreements other than
exchanges, entered into willingly by two or more parties. Examples include certain grants,
entitlements, and donations by nongovernmental entities. Principal characteristics of these types of
transactions are (1) they are not imposed on the provider or recipient, and (2) fulfillment of eligibility
requirements is essential for a transaction to occur. Assets and revenues are recognized when all
applicable eligibility requirements, including time requirements, are met. Resources received in
advance are reported as deferred revenue.

The City’s accounts are organized on the basis of funds, each of which is considered a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate.
Government resources are allocated to and accounted for in individual funds based upon the purposes for
which they are to be spent and the means by which spending activities are controlled. The focus of the
governmental fund financial statements is on major funds, as defined and determined based on criteria
established under Governmental Accounting Standards Boards Statement No. 34.

The City reports the following major governmental funds:

General Fund - The General Fund is the principal fund of the City which accounts for all financial
transactions not accounted for in other funds. The majority of current operating expenditures of the
City other than proprietary fund activities are financed through revenues received by the General
Fund.

Solid Waste (Special Revenue) Fund - The Solid Waste Fund is a special revenue fund used to
account for user charges assessed for residential and commercial garbage and solid waste pickup and
removal.

Street Lighting District (Special Revenue) Fund - This is a special revenue fund established by the
City to provide street lighting in areas of the City which is funded directly from assessments made to
the resident of the Districts.

Orlandia Heights Neighborhood Improvement District (Special Revenue) Fund - This is a special
revenue fund established by the City as authorized under Chapter 163.511, Florida Statutes for the
improvement of the Orlandia Heights Subdivision roadway system for public safety and emergency
service vehicle access which is funded directly from assessments made to the residents of this
District.
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

Stormwater Management (Special Revenue) Fund - This is a special revenue fund to provide and
maintain stormwater drainage throughout the City, which is funded by assessments on real property
located in the City.

Flood Improvement Capital Project Fund - This is a capital project fund used to account for the West
Side Emergency Flood Management System, which is currently being funded by the City, with plans
of being reimbursed through FEMA grants.

Stormwater Improvements Capital Projects Fund - This is a capital projects fund used to account for
various stormwater improvement projects throughout the City as approved by the Council, which are
funded through the issuance of long-term debt.

Additionally, the City reports the following non-major fund types:

Special Revenue Funds - These funds are used to account for the proceeds of specific revenue sources
which are legally restricted to finance particular functions or activities of the City. These funds
include the City’s Recycle Fund, Side Walk Improvement Fund, Tree Preservation Fund, Electric
Franchise Fund, Park Benefit Impact Fee Trust Fund, and Public Buildings Benefit Impact Fee Trust
Fund.

Amounts reported in the funds as interfund receivables and payables have been eliminated in the
governmental-type activities column.

The City reports as program revenues: (1) charges to customers or applicants for goods, services, or privileges
provided, (2) operating grants and contributions, and (3) capital grants and contributions, including special

assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

D. Assets, Liabilities, and Net Assets or Equity
1. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

The City's investment policies are governed by state statutes and local resolution. These policies authorize the
City to invest in bonds, notes, certificates of indebtedness, treasury bills, or other securities which are
guaranteed by the full faith and credit of the United States of America, interest bearing savings accounts,
interest bearing certificates of deposit and interest bearing time deposits.

All of the City’s investments are reported at fair value, with the exception of investments in the SEC Rule

2a7-like pools (State Board of Administration Local Government Surplus Trust Fund Pool) which are stated
at cost, or amortized cost, and are the same as the fair value of pool shares.
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans)
or “advances to/from other funds” )i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as “due to/from other funds.”

All trade and property tax receivables are reported net of an allowance for uncollectible accounts, which is
based upon management's analysis of historical trends.

3. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and fund financial statements.

4. Capital Assets

Capital assets include property, plant, equipment and infrastructure assets. The terms general capital assets
and general infrastructure assets relate only to the assets associated with governmental activities, whereas the
terms capital assets and infrastructure assets relate to all such assets belonging to the City. In accordance with
the implementation efforts of GASB Statement No. 34, the City is exempt from reporting all general
infrastructure assets and related depreciation expense on these assets, for those assets acquired prior to the
year of implementation of the pronouncement in the entity-wide statement of net assets and statement of
activities. All known infrastructure assets acquired in current and prior years are reported in the financial
statements.

Capital assets are defined by the City as assets with an initial individual cost of $750 or more and an
estimated useful life of more than one-year. The capitalization policy for building and improvements other
than buildings require assets with an initial cost to be $15,000 or greater before it is capitalized. For all
infrastructure assets, costs must exceed $15,000 or more before the assets are capitalized. Such assets are
recorded at historical cost or estimated historical cost, if purchased or constructed. Contributed assets are
recorded at fair market value as of the date received. Additions, improvements and other capital outlays that
significantly extend the useful life of an asset are only capitalized if they meet the dollar threshold above for
capitalization.

Depreciation is reported for the primary government using the straight-line method (half-year convention in
year of acquisition) calculated on a service-life basis to amortize the cost of the assets over their estimated
economic useful lives, which are as follows:

Assets Years
2 L0 ] o 1o SRS 20-40 years
Improvements other than buildings ... 10-30 years
o [0 o]0 =T ) S 3 -30 years
INFrASEIUCTUNE ... ettt e e e ee e e e 20-40 years
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

5. Compensated Absences

The portion of employees’ payroll costs paid subsequent to year-end attributable to services performed prior
to year-end and accumulated unpaid vacation, sick-leave, and personal leave are recorded and recognized as a
current liability. The remainder of the liability for compensated absences payable beyond the current period
is recorded as a long-term liability.

City employees receive personal leave days to provide for all forms of leave as follows:

Annual

Years of Service Accrual
1 to 4 years service (3.1 hours per weekly period) .......cccccovevivevieevine v v, 20.15 days
5 to 9 years service (3.6 hours per weekly period) .......cccccoveviviviivin v, 23.40 days
10 to 14 years service (4.1 hours per weekly period) .......cccccoveviviviviieiicninnne. 26.65 days
15 to 19 years service (4.6 hours per weekly period) .......cccccoevvvvviviieiiciinnnne. 29.90 days
20 or more years service (5.1 hours per weekly period)........cccccvvvvivviiecinenen. 33.15 days

6. Deferred Revenue

Deferred revenues are reported when potential revenue does not meet both the *measurable™ and "available”
criteria for recognition in the current period. Deferred revenues also arise when resources are received by the
City before it has a legal claim to them, as when grant monies are received prior to the incurrence of
qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the
City has a legal claim to the resources, the liability for deferred revenue is removed and revenue is
recognized.

7. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

8. Use of Estimates

Management uses estimates and assumptions in preparing financial statements in accordance with generally
accepted accounting principles. Those estimates and assumptions affect the reported amounts of assets and

liabilities, the disclosure of contingent assets and liabilities, and the reported revenue and expenses. Actual
results could vary from the estimates assumed in preparing the financial statements.

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets:

Following the governmental fund balance sheet is a reconciliation between fund balance - total governmental

funds and net assets - governmental activities as reported in the government-wide statement of net assets. A
detailed explanation of these differences is provided in this reconciliation.

25



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

B. Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities:

Following the governmental fund statement of revenues, expenditures, and changes in fund balances, there is
areconciliation between net changes in fund balances - total governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. A detailed explanation of
these differences is provided in this reconciliation.

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information

Annual budgets for all governmental funds were adopted in compliance with Florida law. The basis on which
the budgets are prepared is consistent with the basis of accounting utilized by the various fund types. The
governmental funds' budgets are prepared on the modified accrual basis of accounting. The City uses the
following procedures in establishing the budgetary data reflected in the accompanying financial statements:

1. On or before July 15th, the City Manager submits a recommended budget to the City Council for
the ensuing fiscal year.

2. Budget workshop sessions are scheduled by the City Council, as needed.

3. A general summary of the budget and notice of public hearing is published in a local newspaper.
Prior to October 1st, the budget is legally enacted through passage of a resolution.

4. The City Council, by resolution, may make supplemental appropriations in excess of those
estimated for the year up to the amount of available revenue in accordance with Section 11.05 of
the City Charter. Prior to the end of the fiscal year, supplemental appropriations are made for
unanticipated spending requirements by the Council.

5. The City Council must approve all inter-departmental budget amendments and/or appropriations
transfers. Budgetary control is exercised at the fund level.

6. Every appropriation lapses at the close of the fiscal year.
B. Excess of Expenditures over Appropriations

For the year ended September 30, 2007, total fund (the legal level of budgetary control) expenditures
exceeded budgetary appropriations in the (major) Flood Improvement Capital Project Fund by $257,080. The
over-expenditure in the Flood Improvement Capital Project Fund was the result of unbudgeted expenditures
recognized for capital outlay for a planned stormwater improvement project. These costs were funded with
advances from the General Fund. The City plans to budget transfers to the Flood Improvement Capital Project
Fund to cover these costs and replenish the deficit in the fund balance when the project is complete.
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NOTE 4 - PROPERTY TAX CALENDAR

Under Florida law, the assessment of all properties and the collection of all county, municipal and school
district property taxes are consolidated in the offices of the County Property Appraiser and County Finance
Director. The laws of the state regulating tax assessment are also designed to assure a consistent property
valuation method statewide. State Statutes permit municipalities to levy property taxes at a rate of up to 10
mills. The millage rate assessed by the City was 3.0 mills for the year ended September 30, 2007. The
property tax calendar is as follows:

Valuation Date January 1
Property Appraiser prepares the assessment roll with values as of
January 1, 2006, submits preliminary roll for approval by the State

and notifies each taxing authority of their respective valuations. July 1
City Council holds two required public hearings and adopts a

budget and an ad valorem tax millage rate for the coming fiscal year. September 1
Property Appraiser certified the assessment roll and all real and

tangible personal property taxes are due and payable (Levy date). November 1

A Notice of Taxes is mailed to each property owner on the
assessment roll. Taxes are paid November through March
with the following applicable discounts:

Month Paid Discount Percent
November 4 November 1
December 3 through
January 2 March 31
February 1
March 0
All unpaid taxes on real and tangible personal property become delinquent. April 1
A list of unpaid tangible personal property taxes and a list of unpaid
real property taxes are advertised. April/May
Tax certificates are sold on all real estate parcels with unpaid real
property taxes (Lien date). June 1
A court order is obtained authorizing the seizure and sale of
personal property if the taxpayer fails to pay the delinquent taxes August 31

NOTE 5 - DEPOSITS AND INVESTMENTS
Deposits. At September 30, the carrying value of the City’s cash deposit accounts was $1,211,927. The cash

deposits are held by banks that qualify as public depositories under the Florida Security for Public Deposits
Act as required by Chapter 280, Florida Statutes and are fully insured.
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Investments. As of September 30, 2007, the City had the following investments and maturities:

Investment
Maturities

(Years)

Fair Less

Investment Type Value Than 1
Local Government Surplus Funds Trust Fund ...........cccocvvevveneene $ 8,072,722 8,072,722
Certificate 0f DEPOSIT .....c.eevveiee e 500,000 500,000
B0 7= TR $ 8,572,722 8,572,722

Interest Rate Risk. The City’s investment policy limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates. Additionally, the investment policy limits
maturities to no more than five years, unless matched to a specific cash flow.

Credit Risk. The City’s investment policy allows the government to invest in the Local Government Surplus
Funds Trust Fund, money market funds regulated by the Securities and Exchange Commission, bankers
acceptances issued by a domestic bank (with rating restrictions), commercial paper (with rating restrictions),
Certificates of deposit or savings accounts in banks/savings and loan associations, doing business and situated
in the State of Florida, provided deposits of such institutions are secured by the Florida Security for Public
Deposits Act, repurchase agreements. State and local government general obligations bonds (subject to rating
restrictions), direct obligations of the U.S. Government, obligations of U.S. Government agencies, backed by
the full faith and credit if the U.S. Government, authorized intergovernmental investment pools, securities and
obligations of U.S. Government agencies, not backed by the full faith and credit of the U.S. Government (i.e.
Federal Farm Credit Bank, Federal Home Loan Bank, Federal National Mortgage AssociationFederal Home
Loan Mortgage Corporation, and Student Loan Marketing Association).

Concentrations of Credit Risk. The City’s investment policy limits concentration of investments to the
following:

Local Government Surplus Trust Fund.........cccocceeveevieevne e v, 100%
U.S. GOVErNMENE SECUMTIES .....coviiviiiie e 50%
U.S. Federal AQENCIES.......ccveieeie s 10%
Federal Instrumentalities.........ccoocovvieeneie e 5%
Money Market Mutual Funds ...........cccccoeveiiiniiiecieese e 25%
Banker’s ACCEPLANCES .......cuvvveeieeerieeseeseesresie e ieeste e e e e 10%
COMMEICIAl PAPET ...eceveeiee e 10%
Certificates 0f DEPOSIt........ccccveveeiierere e 40%
Repurchase agreemMentS........ccveveeceeieeveesee e e e e e s e 10%
State and Local Government Debt .........cccccovoviiiiiiiiinice 10%

Custodial Credit Risk. Pursuant to the applicable provisions of Chapter 280, Florida Statutes, The Florida
Security for Public Deposits Act ("the Act"), the State of Florida, Department of Insurance, Bureau of
Collateral Securities, and the Department of Treasury have established specific requirements relative to
security and collateralization for public deposits. Accordingly, banks qualifying as a public depository in the
State of Florida must adopt the necessary procedures outlined in these statutes and meet all of the requirements
of this chapter to be designated by the State Treasurer as eligible to receive deposits from municipal depositors.
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Collateral having a market value equal to 50% of the average daily balance for each month of all public
deposits in excess of any applicable depository insurance is required to be pledged or deposited with the State
Treasurer to secure such deposits. Additional collateral, up to a maximum of 125%, may be required if
deemed necessary under the conditions set forth in the Act. Securities eligible to be pledged as collateral are
generally limited to obligations of the United States government and any state thereof and are held in the name
of the State Treasurer's office. Compliance with the provisions of Chapter 280, Florida Statutes, is monitored
by the Department of Insurance.

NOTE 6 - RECEIVABLES

A summary of governmental activities’ receivables at September 30, 2007, is as follows:

ACCOUNES FECRIVADIE ...ttt $ 428,946

ACCIUBH INEEIEST ..vviee ittt 13,402

Due from other QOVEIrNMENTS .........c.ccovirerereresise e 291,467

733,815

Less: allowance for doubtful accounts............cccceveveeieinennn, 186,586
Total governmental activities receivables, net ................. $ 547,229

NOTE 7 - INTERFUND ACCOUNTS

The outstanding balances between funds result mainly from the time lag between the dates reimbursable
expenditures occur, when transactions are recorded in the accounting system, and when payments between
funds are made. Individual fund interfund receivables and payables at September 30, 2007, are comprised of
the following:
Due From Due To
Other Funds  Other Funds

Due from/to other funds:

General FUN ........ooiiiiiiiieee e $ 1,080,590 614,335
Special Revenue Funds:
SO WaASEE ... 0 287,315
Street Lighting DistriCt ........ccccoovvvieveieie e 0 65,117
Orlandia Heights Neighborhood Improvement District......... 0 6,697
Stormwater Management .........cccovcvveiveeiiee e 307,216 650
RECYCIING ...vevieie st 0 28,801
Side Walk Improvement ...........cccocvvveveveiviese e 1,009 0
Tree PreServation ... s 63,021 0
Electric FranChiSe...........ccocovviiiiiiiiie e 242,198 0
Park Benefit Impact Fee Trust........ccccovvveveviieciece e, 632 0
Public Buildings Benefit Impact Fee Trust............ccccvevuenenn. 259 0
Capital Project Funds:
Flood IMpProvement...........ccocvvveveieiie s, 0 257,080
Stormwater IMProvVEMEeNtS.......ccvvvvve i 650 435,580
TOAIS .o $ 1,695,575 1,695,575
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NOTE 7 - CAPITAL ASSETS

A summary of the capital assets activity for the year ended September 30, 2007, is as follows:

Balances Balances
09/30/06 Additions Deletions 09/30/07
Governmental activities:
Capital assets not being depreciated:
Land ..o $ 3,178,048 38,808 0 3,216,856
Construction in Progress ........cc.cceeeverene. 692,026 _ 2,319,877 0 _3,011,903
3,870,074 _ 2,358,685 0 _6,228,759
Capital assets being depreciated:
BUIldiNgS ....cooiiiiiicieceee 567,276 6,270 0 573,546
Improvements other than buildings......... 1,780,371 63,240 0 1,843,611
Machinery and equipment..............c....... 740,605 89,399 0 830,004
INFrastruCture .......cocovveveeve e 4,585,689 96,241 0 _ 4,681,930
7,673,941 255,150 0 _7,929,001
Less accumulated depreciation for:
BUIldINgS ..o (241,951) (30,767) 0 (272,718)
Improvements other than buildings......... (565,668) (105,471) 0 (671,139)
Machinery and equipment..............cc....... (255,443) (119,676) 0 (375,119)
INFrastruCture .......cccoeveeeve e (608,762) (223,857) 0 (832,619)
Total accumulated depreciation .............. (1,671,824) (491,771) 0 _(2,151,595)
6,002,117 (224,621) 0 _5,777,496
Capital assets, Net .......ccoccvvvevererieeiirienenn, $9.872,191 2,134,064 0 12,006,255

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

Governmental activities:
General QOVEIMMENT.........couiiiieiieiee e
PUDIIC SAELY ... e
TraNSPOITALION........oveiieiieiiieisic e
Physical enVIFONMENT ..o
CURUIE/IECIEALION ...

Total depreciation expense - governmental activities .............

30

$ 43,602
9,334
114,040
127,642
185,153

$479,771



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

NOTE 8 - GENERAL LONG-TERM DEBT
A. Notes Payable
During the year, the following changes in notes payable occurred:

Balances Balances Due Within
10/01/06 Additions Reductions 09/30/07 One Year

3.390% Capital Improvement Revenue Note

dated, 7/26/2006, interest payable semi-

annually on 1/01 and 7/01, principal

payable annually on 7/01, maturing

7102/2010......cciiiiieieieee $ 1,232,204 0 1,232,204 0 0
4.080% Real Estate Note; dated 5/6/2005,

interest and principal payable monthly

on the 14" day of each month, maturing

9/14/2010......cciiiieee 657,194 0 154,401 502,793 160,819
3.845% Series 2006 Revenue Note; dated

12/18/2006, interest payable semi-

annually on 6/01 and 12/01, principal

payable annually on 12/01, maturing

12/01/2026.......cooviiiiiiieieeeee 0 _5,000,000 0 _5,000,000 45,000
TotalS ..o $1,889,398 _5,000,000 1,386,605 5,502,793 _ 205,819

2008 ... $ 414,244

2009 ... 407,586

20700 s 406,048

2001 e 255,201

2002 .. 397,703

2013 - 2007 ..o 1,999,134

2018 - 2022......coeeeeeeee e 1,991,074

2023 - 2027 ... 1,982,805
Total PAYMENTS ..o 7,853,795
Less: interestincluded ..........cccocoooiiiiiiiiiiiie e (2,351,002)
Total prinCipal ........ccooveiviiie e $5,502,793
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B. Compensated Absences

Compensated absences are not accrued in governmental fund financial statements using the modified accrual
basis of accounting. However compensated absences are accrued in the government-wide financial statements
using the accrual basis of accounting. The following is a summary schedule of the liability for compensated
absences as of September 30, 2007:

Balance Balance
10/01/06 Additions Reductions 09/30/07

General government ............... $ 87,796 39,268 24,813 102,251
Public safety ........cccccevvrvennnne. 7,041 7,024 12,197 1,868
Culture and recreation............. 9,053 25,701 21,656 13,098
QLI0] -1 I $ 103,890 71,993 58,666 117,217

Less: current portion ........... 58,800
Long-term portion ..... $ 58417

NOTE 9 - EMPLOYEE PENSION PLAN — DEFINED CONTRIBUTION PLAN

The City contributes to the City of DeBary, Florida Money Purchase Plan and Trust, a defined contribution
plan which is administered by Nationwide Retirement Solutions, P.O. Box 182797, Columbus, OH 43218. The
City established this plan for all regular full time and regular part time employees hired on or after October 1,
1994. As required by the plan, employer contributions of 10% of earnings are being deposited in a pension
trust. The required contribution may be less than 10% if employees are terminated prior to vesting. Plan
forfeitures are reallocated to the remaining plan participants and are used to reduce the employer's required
contribution.

All qualifying employees are eligible to participate in the plan upon the date of employment. Employees vest
in the plan after three years of service. This plan has no provision for providing benefits of past services.
There were no current year changes in plan provisions.

For the fiscal year ended September 30, 2007, the City's total payroll for all employees was $794,155 and its
covered payroll was $749,803. Employer contributions, including forfeitures, to the plan were $74,975,
65,585, and $52,009, for the years ended September 30, 2007, 2006, and 2005, respectively. The City has the
power to amend plan provisions at any time.

NOTE 10 - LEGAL MATTERS
The City is involved in various legal proceedings incidental to the conduct of its municipal affairs. It is the

City’s policy to accrue for amounts related to these legal matters if it is possible that a liability has been
incurred and an amount is reasonably estimable.

32



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2007
CITY OF DEBARY, FLORIDA

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Amounts received or receivable from grantor agencies in current and prior years are subject to audit and
adjustment by grantor agencies, principally the federal and state governments. Any disallowed claims,
including amounts already collected, may constitute a liability of the applicable fund(s). The amount, if any, of
expenditures which may be disallowed by the grantor cannot be determined at this time although the City
expects such amounts, if any, to be immaterial.

NOTE 12 - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters, all of which is satisfactorily insured by general
liability insurance. Commercial insurance policies are also obtained for all other risks of loss, including
workers’ compensation and employee health and accident insurance. Settled claims resulting from these risks
have not exceeded commercial insurance coverage in either of the last two years; however, claims did exceed
coverage by $47,500 during the year ended September 30, 2005.

NOTE 13 - SUBSEQUENT EVENTS
A. Capital Improvement Revenue Series 2007 Note

On November 8, 2007, the City closed on a $2,530,000 Capital Improvement Revenue Series 2007 Note for
the construction and equipping of a City Hall, and improvements and renovations to Florence K. Little Town
Hall. The note bears interest at 3.635% and is payable semi-annually on May 1 and November 1 through
maturity; principal is payable annually on November 1 through the maturity date of November 1, 2014. The
note is secured by non-ad valorem revenues budgeted and appropriated through the adoption of the annual
budget.

B. State Board of Administration Local Government Surplus Funds Trust Fund Investment Pool

At September 30, 2007, the City had $8,072,722 invested in the State Board of Administration's Local
Government Surplus Funds Trust Fund Investment Pool (Pool). In the face of extraordinary liquidity demands
due to an unprecedented amount of withdrawals experienced by the Fund coupled with the absence of market
liquidity for certain securities within the Pool, on November 29, 2007, the State Board of Administration
Trustees took action to freeze a portion of the assets held in the Pool and consider new procedures moving
forward. The significant amount of withdrawals followed reports that the Pool held asset-backed commercial
paper that was subject to substantial sub-prime mortgage risk.

On December 4, 2007, based on recommendations from an outside financial advisor, the Trustees approved a
plan to divide the Pool into two portions. Pool A, which was approximately $12 billion or 86% of all Pool
assets, consisted of rated securities that were sufficient to assist the pool in securing an AAAm rating from
Standard and Poor’s. Assets placed in Pool B consisted of: (a) securities that were in default status (from a
single issuer with a par value of $175 million or 1.25% of total pool assets when frozen); (b) securities that had
defaulted in October, whose obligations had been restructured and were in current pay status (from three
issuers with a par value of $666 million or 4.74% of total pool assets when frozen); and (c) securities that had
not defaulted and were still within purchase guidelines, but were causing some market anxiety (from three
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issuers with a par value of $1,999 million or 8.54% of total pool assets when frozen).

The Pool’s operating procedures were also revised. Each participant with an account in the Pool at the time of
the freeze retains a pro rata interest in Pool B, based on their account value on November 29, 2007. The
investment objective for Pool B is to maximize the present value of distributions to participants, to the extent
reasonable and prudent, net of fees; thus weight is given not only to the realized value of security sales, but
also to the speed with which monies are distributed (liquidity). As cash becomes available in Pool B, whether
from coupon (interest) receipts, maturities, or sales, it will be distributed among participant accounts in Pool A,
according to each participant's pro rata share of Pool B. All such distributions from Pool B will be 100%
available liquid balance (ALB) upon transfer. Participants cannot conduct transactions in Pool B.

On November 16, 2007, the City created another account in the Pool with the proceeds from the above-
mentioned Capital Improvement Revenue Series 2007 Note with an initial deposit of $2,500,000.

On December 5, 2007, the City had $10,111,256 invested in the Pool, of which $1,454,439 was transferred to
Pool B. On August 31, 2008, $461,640 of these funds remained on deposit with in Pool B. Additional
information regarding the Local Government Surplus Funds Trust Fund may be obtained from the State Board
of Administration.

C. Tropical Storm Fay

On August 19, 2008, Tropical Storm Fay made landfall on the Gulf Coast of Florida and traveled across the
municipal limits of the City and finally exited Florida on August 24. Throughout this event, the City
experienced heavy rain causing flooding throughout the City. As of September 26, 2008, the City had incurred
approximately $2,137,000 in expenses related to this storm. The City plans on filing claims from this disaster
for reimbursement; the amount of reimbursement was unknown at the date of this report.
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BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Schedule 1

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Taxes:
General property taxes:
Current ad valorem taxes .........cccovvveee. $ 5,516,570 5,516,570 5,545,876 29,306
Delinquent ad valorem taxes................ - - 7,819 7,819
Local option gas taX......cccoevveverereeneerenne 495,760 495,760 492,624 (3,136)
Utility service taxes.........ccocevervrvennnnnnn. 1,710,100 1,710,100 1,919,303 209,203
Total taxes....ccccvvveveiiiviie e 7,722,430 7,722,430 7,965,622 243,192
Licenses and permits:
BUSINESS.....cvveiee et 17,250 17,250 24,363 7,113
NON DUSINESS.....ovvieiiieiiei e 535,000 535,000 321,280 (213,720)
Total licenses and permits ................ 552,250 552,250 345,643 (206,607)
Intergovernmental Revenue:
Federal, State and Local Grant................. 2,088,750 2,102,750 80,976 (2,021,774)
State Shared Revenues:
State revenue sharing proceeds............ 460,125 460,125 400,199 (59,926)
Mobile home licenses..........cccveecvvveene.. 15,500 15,500 16,602 1,102
Alcoholic beverage licenses................. 5,000 5,000 5,312 312
Local half-cent sales taX........cocceevvuveeee. 980,545 980,545 936,335 (44,210)
Total intergovernmental revenue ..... 3,549,920 3,563,920 1,439,424 (2,124,496)
Charges for services:
General government...........ccccceoevevvrennnne 110,050 110,050 72,361 (37,689)
Public safety........ccoooevoviieiiieeeee, 4,500 4,500 3,976 (524)
Culture/recreation.........cccceveeveeeviciveeeeennn, 40,000 40,000 57,486 17,486
Total charges for services ................ 154,550 154,550 133,823 (20,727)
Fines and forfeitures:
Traffic citations and court cases ............. 62,000 62,000 59,060 (2,940)
Total fines and forfeitures................. 62,000 62,000 59,060 (2,940)
Miscellaneous Revenues:
Interest €arnings ........ccocevevvveenviieenene 70,000 200,660 292,505 91,845
Miscellaneous revenues.........ccccooveveeeennee. 7,000 7,000 506,264 499,264
Total miscellaneous revenue............. 77,000 207,660 798,769 591,109
Total reVENUE ..., 12,118,150 12,262,810 10,742,341 (1,520,469)
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Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Expenditures:
General Government:
Legislative:
Personal SErviCes ......ccooccvveeevvveciineennnn, $ 28,670 28,670 27,262 1,408
Operating expenditures............ccccceeuee... 231,685 257,345 262,356 (5,011)
Capital outlay............ccooenereiiiciinn, 3,000 3,000 5,605 (2,605)
Grants and aids..........ccceevverenereinennns 4,500 118,500 123,029 (4,529)
267,855 407,515 418,252 (10,737)
Executive:
Personal Services.......cooocvveeevvveeiineennnn. 482,115 482,115 448,523 33,592
Operating expenditures............ccccceeuee... 100,250 100,250 100,508 (258)
Capital outlay............ccoovvereiiiiicn, 2,000 2,000 2,000 -
584,365 584,365 551,031 33,334
Legal Counsel:
Operating expenditures ...........cccccooue.... 200,000 200,000 82,147 117,853
Other General Government:
Operating expenditures ...........ccc.cooue.... 300,080 362,080 234,854 127,226
Capital outlay............ccoovvvreiiiciinn 96,470 96,470 190,888 (94,418)
396,550 458,550 425,742 32,808
Total general government................. 1,448,770 1,650,430 1,477,172 173,258
Public Safety:
Law Enforcement:
Operating expenditures............cccccoeuee... 2,359,443 2,359,443 2,360,234 (791)
Fire Protection:
Operating expenditures ...........cccccoeue.... 937,364 937,364 937,408 (44)
Protective Inspections:
Personal Services.......cooocvveeeveveeiineennnn. 163,715 163,715 108,705 55,010
Operating expenditures ...........ccccoeue.... 1,098,730 1,098,730 1,092,525 6,205
Capital outlay..........c.ccoovvereiiicinn, 13,600 13,600 18,353 (4,753)
1,276,045 1,276,045 1,219,583 56,462
Emergency and Relief Services:
Personal Services.......cooocvveeeeiveeiineeennn. 51,670 51,670 48,144 3,526
Operating expenditures ...........cccccceuee... 1,969,405 1,969,405 20,975 1,948,430
Capital outlay........cccooevoveiiiiiriccene - - 2,548 (2,548)
2,021,075 2,021,075 71,667 1,949,408

36



REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Schedule 1
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Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Other Public Safety:
Operating expenditures ...........cccccoeeee... 63,592 63,592 63,592 -
Total public safety ........c.ccceeuenes 6,657,519 6,657,519 4,652,484 2,005,035
Physical Environment:
Conservation and Resource Management:
Operating expenditures .................... 15,000 15,000 8817 6,183
Flood Control/Stormwater Management:
Capital outlay..........ccoeevniiiiinnnne 957,000 977,000 97,033 879,967
Total physical environment 972,000 992,000 105,850 886,150
Transportation:
Road and Street Facilities:
Operating expenditures .................... 948,680 948,680 903,036 45,644
Capital outlay........cccccovevrieiiiieene - - 10,422 (10,422)
Total transportation........................ 948,680 948,680 913,458 35,222
Culture/Recreation:
Parks and Recreation:
Personal Services.......ccoccccveevvvvecinnenn, 485,224 485,224 416,463 68,761
Operating expenditures .................... 263,480 263,480 251,758 11,722
Capital outlay..........cccvevienicnnnnns 131,698 131,698 77,402 54,296
Total culture/recreation.................. 880,402 880,402 745,623 134,779
Debt Service:
Principal.........ccoooeiiiiiiieee, 301,010 301,010 1,232,204 (931,194)
Interest and fiscal charges..................... 41,870 41,870 32,927 8,943
Total debt service ..........ccccoveneee. 342,880 342,880 1,265,131 (922,251)
Total expenditures.............ccceeeve. 11,250,251 11,471,911 9,159,718 2,312,193
Excess of revenue over (under)
eXPENdItUreS.........coovrerreriserinienns 867,899 790,899 1,582,623 791,724
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REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Schedule 1
(Continued)

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Other Financing Sources (Uses):
Proceeds of long-term debt.................... - 77,000 - (77,000)
Total other financing sources (uses). - 77,000 - (77,000)
Excess of revenue and other sources
over (under) expenditures and
Other USES ......ccovvveiiiieiee e, 867,899 867,899 1,582,623 714,724
Fund balance, beginning of year..................... 3,040,230 3,040,230 3,040,230 -
Fund balance, end of year ..........cccccoocvvveennne 3,908,129 3,908,129 4,622,853 714,724
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REQUIRED SUPPLEMENTARY INFORMATION Schedule 2
BUDGETARY COMPARISON SCHEDULE
SOLID WASTE (SPECIAL REVENUE) FUND
For the Fiscal Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA
Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Charges for Services:
Garbage/solid waste services................... $ 1,015,750 1,015,750 1,009,224 (6,526)
Miscellaneous:
Interest earnings.........cooveevvveeeneiieeneene 9,650 9,650 47,756 38,106
Total revenue.........ccceevvivvieneenens 1,025,400 1,025,400 1,056,980 31,580
Expenditures:
Physical Environment:
Garbage/Solid Waste:
Operating expenditures............ccccceeuee... 1,064,320 1,064,320 1,049,003 15,317
Total expenditures...........ccocvvverennennn 1,064,320 1,064,320 1,049,003 15,317
Excess of revenue over (under)
eXPENTITUIES......cveviiiiiecce (38,920) (38,920) 7,977 46,897
Other Financing Sources (Uses):
Appropriated fund balance....................... 38,920 38,920 - (38,920)
Excess of revenue and other sources
over (under) expenditures and
other sources (USES)........cervereevenennn - - 7,977 7,977
Fund balances, beginning of year.................... 439,930 439,930 439,930 -
Fund balances, end of year............cccccevevrveneene $ 401,010 401,010 447 907 46,897
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REQUIRED SUPPLEMENTARY INFORMATION Schedule 3
BUDGETARY COMPARISON SCHEDULE
STREET LIGHTING DISTRICT (SPECIAL REVENUE) FUND
For the Fiscal Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA
Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts  (Unfavorable)
Revenue:
Charges for Services:
Special asseSSMENtS........coccvevvvrerieerrrieieneas $ 291,195 291,195 282,585 (8,610)
Miscellaneous Revenue:
INterest earnings......c.ccovvvveereneneere e - - 19,597 19,597
Total revenue.........ccooevveveneiecccee 291,195 291,195 302,182 10,987
Expenditures:
Transportation:
Road and Street Facilities:

Operating expenditures ...........ccccceveveeennnne 291,195 291,195 286,110 5,085
Total expenditures ..........ccoceeveicrienennn 291,195 291,195 286,110 5,085
Excess of revenue over (under)

EXPENItUIES. ......oveeeeereie e - - 16,072 16,072
Fund balances, beginning of year...........c............ 256,405 256,405 256,405 -
Fund balances, end of year............ccccevvrvrnrennne. $ 256,405 256,405 272,477 16,072
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REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

ORLANDIA HEIGHTS NEIGHBORHOOD IMPROVEMENT

DISTRICT (SPECIAL REVENUE) FUND
For the Fiscal Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

Schedule 4

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Charges for Services:
Special assesSMeNts........ccocvevvvvreerveeenne $ 151,620 151,620 157,490 5,870
Total revenue.........cccoeovvivvicieenens 151,620 151,620 157,490 5,870
Expenditures:
Transportation:
Road and Street Facilities:
Operating expenditures ...........cccceue.... 151,620 151,620 151,428 192
Total expenditures ...........ccoceeeerenens 151,620 151,620 151,428 192
Excess of revenue over (under)
exXpPenditures ........ccooceveeeeneeeeninnenn. - - 6,062 6,062
Fund balances, beginning of year.................... 40,296 40,296 40,296 -
Fund balances, end of year............cccccevevreennene $ 40,296 40,296 46,358 6,062
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REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

STORM WATER MANAGEMENT (SPECIAL REVENUE) FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Revenue:
Charges for Services:

Special asseSSMENtS........coccvevvvrerieerrrieieneas

Miscellaneous Revenue:

INterest earnings......c.ccovvvveereneneere e

Total reVENUE.......cceeeeeeeee e

Expenditures:
Physical Environment:

Flood Control/Stormwater Management:

Schedule 5

Variance with

Operating expenditures ...........ccccceveveeennnne
Capital Outlay.........coovvveeiieieiee e

Total physical environment....................
Debt Service:
Principal........ccocoviiiii
Interest and fiscal charges........c..cccocevverrnnenn.
Total debt Service..........ccoeovvivniiiiicnenns

Total expenditures ..........cccocveeeveenennnnns

Excess of revenue over (under)
EXPENItUIES. ......oveeerereie e

Fund balances, beginning of year...........c............

Fund balances, end of year............ccocevvrrrnnennne

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts  (Unfavorable)
767,580 767,580 810,741 43,161
- - 22,090 22,090
767,580 767,580 832,831 65,251
183,848 183,848 5,136 178,712
511,000 511,000 650 510,350
694,848 694,848 5,786 689,062
- - 154,401 (154,401)
- - 110,855 (110,855)
- - 265,256 (265,256)
694,848 694,848 271,042 423,806
72,732 72,732 561,789 489,057
(8,772) (8,772) (8,772) -
63,960 63,960 553,017 489,057
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COMBINING AND INDIVIDUAL FUND
STATEMENTS AND SCHEDULES



COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
September 30, 2007

CITY OF DEBARY, FLORIDA

Nonmajor Special

Side Walk Tree
Recycle Improvement  Preservation
Assets:
(G- 1 TR $ 54,484 12,922 12,635
ACCOUNTS FECRIVADIE. ...t 5,457 - -
Due from other fUNAS........ovveveeiie et - 1,009 63,021
Due from other govVernmMeNtS..........cccoeevvreerereeiene e - - -
TOtal ASSELS ....eveeeeiceie e 59,941 13,931 75,656
Liabilities and Fund Balances:
Liabilities:
Due t0 Other TUNDS ...t 28,801 - -
UNEArned INCOME. .....cccivveiieiiiiie et s - 8,750 -
Total lHabilities........ooovvveiiiicie e 28,801 8,750 -
Fund Balances:
Reserved for:
ReCyCliNg ProjJectS......cooeiviiee e, 31,140 - -
Transportation improvements..........ccoceeceveeeereneereesennenn. - 5,181 -
Parks and recreation improvements..........cccccveveveerenvennne - - 75,656
Public building projects.........cccccoocvvveieicveiineie e - - -
(00 =TT R/ IO - - -
Total fund balanCes..........cocveevvciiee i 31,140 5,181 75,656
Total liabilities and fund balances..........ccccoeovevveeennee. $ 59,941 13,931 75,656
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Revenue Funds

Exhibit A-1

Public
Park Buildings Total
Benefit Benefit Nonmajor
Electric Impact Fee Impact Fee ~ Governmental
Franchise Trust Fund Trust Fund Funds
148,643 4,518 4,497 237,699
82,554 - - 88,011
242,198 632 259 307,119
- 3,209 3,516 6,725
473,395 8,359 8,272 639,554
- - - 28,801
- - - 8,750
- - - 37,551
- - - 31,140
- - - 5,181
- 8,359 - 84,015
- - 8,272 8,272
473,395 - - 473,395
473,395 8,359 8,272 602,003
473,395 8,359 8,272 639,554
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COMBINING STATEMENT OF REVENUE,

CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

EXPENDITURES AND

Nonmajor Special

Side Walk Tree
Recycle Improvement  Preservation
Revenue:
I DTSR $ - - -
Charges TOr SEIVICES. ......coveieieeeeie et - - 4,029
FINes and forfeitUrES. ... ..vveeeeee ettt - - 49,436
MISCEHANEBOUS. ...t 29,064 610 10,589
TOtal FEVENUE.....coc i 29,064 610 64,054
Expenditures:
Physical ENVIFONMENL.........ccccooviiiiiiiiereeeee e - - -
CUNUIe/TECIEAtION. ......ceveee ettt e 51,205 - -
Total eXpenditures..........cocovveeiieeieene e 51,205 - -
Excess of revenue over
(under) eXpenditures .........cccerereeiere e (22,141) 610 64,054
Fund balances, beginning of year...........cccccoovviiiviveenc e 53,281 4,571 11,602
Fund balances, end of Year...........ccoocveeiiiieeenie e $ 31,140 5,181 75,656
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Revenue Funds

Exhibit A-2

Public
Park Buildings Total
Benefit Benefit Nonmajor
Electric Impact Fee Impact Fee ~ Governmental
Franchise Trust Fund Trust Fund Funds
471,557 - - 471,557
- 8,304 8,217 20,550
- - - 49,436
3,048 55 55 43,421
474,605 8,359 8,272 584,964
1,210 - - 1,210
- - - 51,205
1,210 - - 52,415
473,395 8,359 8,272 532,549
- - - 69,454
473,395 8,359 8,272 602,003
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BUDGETARY COMPARISON SCHEDULE
NONMAJOR RECYCLE (SPECIAL REVENUE) FUND
For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Exhibit B-1

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Miscellaneous Revenue:
Sale of recyclables..........cccocvvveiiiinnnn $ 18,460 18,460 26,480 8,020
Interest €arnings.........ccoovevevveenesieenene 100 100 2,584 2,484
Total revenue.........cccceevvivvieieenens 18,560 18,560 29,064 10,504
Expenditures:
Culture/Recreation:
Parks and Recreation:
Capital outlay............ccoovnvieiiiiiinn 102,800 102,800 51,205 51,595
Total expenditures...........cccvvvvrinnenns 102,800 102,800 51,205 51,595
Excess of revenue over (under)
eXPENTITUIES ... (84,240) (84,240) (22,141) 62,099
Other Financing Sources (Uses):
Appropriated fund balance....................... 84,240 84,240 - (84,240)
Excess of revenue and other sources
over (under) expenditures and
Other USES.....cvvieveeevreiiee e, - - (22,141) (22,141)
Fund balances, beginning of year.................... 53,281 53,281 53,281 -
Fund balances, end of year............cccccevevreennnne $ (30,959) (30,959) 31,140 62,099
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BUDGETARY COMPARISON SCHEDULE Exhibit B-2
NONMAJOR SIDE WALK IMPROVEMENT (SPECIAL REVENUE) FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Miscellaneous Revenue:
Interest earnings.........ccoovevevveieneiieerene - - 610 610
Total revenue.........cccoeovvivvicieenens - - 610 610
Expenditures:
Physical Environment:
Operating expenditures............ccccceeuee... - - - -
Total expenditures............ccoeveeerenens - - - -
Excess of revenue over (under)
eXpPenditures ........ccoocvveeeieneeienennnn, - - 610 610
Fund balances, beginning of year.................... 4,571 4,571 4,571 -
Fund balances, end of year............cccccevevreennnne $ 4571 4571 5,181 610
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR TREE PRESERVATION (SPECIAL REVENUE) FUND
For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Exhibit B-3

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Charges for Services:
Code enforcement fines.........cccccoeevvveneene $ - - 4,029 4,029
Fines and Forfietures:
Code enforcement fines.........cccccceevvveneene - - 49,436 49,436
Miscellaneous Revenue:
CONLBULIONS. ...eeeeeeeeeeeeeeeee e - - 10,000 10,000
Interest €arnings.........ccoovevevveieneiieereeee - - 589 589
Total miscellaneous revenue................ - - 10,589 10,589
Total revenue........ccocovvvevvveeiereenens - - 64,054 64,054
Expenditures:
Physical Environment:
Operating expenditures............ccccceevee... - - - -
Total expenditures............ccoeveeerenens - - - -
Excess of revenue over (under)
eXpPenditures ........ccoocvveeeeeneeeeninnnnn. - - 64,054 64,054
Fund balances, beginning of year.................... 11,602 11,602 11,602 -
Fund balances, end of year............cccccevevreennnne $ 11,602 11,602 75,656 64,054
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BUDGETARY COMPARISON SCHEDULE Exhibit B-4
NONMAJOR ELECTRIC FRANCHISE (SPECIAL REVENUE) FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Taxes:
Franchise fees.........ccoeveiiiiiiinicice $ - - 471,557 471,557
Miscellaneous Revenue:
Interest €arnings.........ccoovevevveieneiieenenne - - 3,048 3,048
Total revenue.........cccoeovvivviencenen, - - 474,605 474,605
Expenditures:
Physical Environment:
Capital outlay........cccoovveveviiiiriceee - - 1,210 (1,210)
Total expenditures............ccoeveeerenens - - 1,210 (1,210)
Excess of revenue over (under)
exXpenditures ........ccoocvveeeeeneeiennnnnn, - - 473,395 473,395
Fund balances, beginning of year.................... - - - -
Fund balances, end of year............cccccevevreennnne $ - - 473,395 473,395
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR PARK BENEFIT IMPACT FEE TRUST (SPECIAL REVENUE) FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Revenue:
Charges for Services:

IMpact feeS......covvviiieeeee e

Miscellaneous Revenue:

Interest €arnings.........ccoovevevveieneiieenenne

Total revenuUe.......cccovvveeeeeeeieeeceeee

Expenditures:
Culture/Recreation:

Capital outlay........cccoovveveviiiiriceee

Total expenditures............ccoeveeerenens

Excess of revenue over (under)

exXpenditures ........ccoocvveeeeeneeiennnnnn,
Fund balances, beginning of year....................

Fund balances, end of year............cccccevevreennnne

Budgeted Amounts

Original

Actual
Amounts

Exhibit B-5

Variance with
Final Budget
Favorable
(Unfavorable)

8,304

8,304

55

55

8,359

8,359

8,359

8,359

8,359

8,359
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR PUBLIC BUILDINGS BENEFIT IMPACT FEE
TRUST (SPECIAL REVENUE) FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Revenue:
Charges for Services:

IMpact feeS......coovviiireee e

Miscellaneous Revenue:

Interest earnings.........ccoovevevveeneeieenene

Total revenUe.......ccccvveeeeeeeeieeeeeee

Expenditures:
General Government:

Capital outlay........cccoovveveviiiirieeee

Total expenditures............ccocveeerenens

Excess of revenue over (under)

exXpenditures ........ccoocvveeeeneniennnnnn.
Fund balances, beginning of year....................

Fund balances, end of year............cccccevevreennene

Budgeted Amounts

Original

Exhibit B-6

Variance with
Final Budget

Actual Favorable
Amounts (Unfavorable)

8,217 8,217

55 55
8,272 8,272
8,272 8,272
8,272 8,272
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BUDGETARY COMPARISON SCHEDULE
FLOOD IMPROVEMENT CAPITAL PROJECT FUND
For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Revenue:
Miscellaneous Revenue:

DONALIONS. ...vvveeieeeee et e e

Total revenuUe.......ccccvveeeeeeeeieeeeieee

Expenditures:
Physical Environment:

Flood Control/Stormwater Management:

Capital outlay..........

Total expenditures............ccocveeerenens

Excess of revenue over (under)

expenditures .......

Fund balances, beginning of year....................

Fund balances, end of year

Budgeted Amounts

Original

Final

Exhibit C-1

Variance with
Final Budget

Actual Favorable
Amounts (Unfavorable)

29,312 29,312
29,312 29,312
286,392 (286,392)
286,392 (286,392)

(257,080) (257,080)

(257,080) (257,080)
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BUDGETARY COMPARISON SCHEDULE Exhibit C-2
STORMWATER IMPROVEMENTS CAPITAL PROJECTS FUND

For the Fiscal Year Ended September 30, 2007

CITY OF DEBARY, FLORIDA

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue:
Miscellaneous Revenue:
Interest earnings.........ccoovevevveieneiieerene - - 190,152 190,152
Total revenue.........cccoeovvivvicieenens - - 190,152 190,152
Expenditures:
Physical Environment:
Flood Control/Stormwater Management:
Operating expenditures............ccccceevee... - - 36,750 (36,750)
Capital outlay............coovnereiiiciien - - 1,871,339 (1,871,339)
Total expenditures............ccocveeerenens - - 1,908,089 (1,908,089)
Excess of revenue over (under)
exXpenditures ........ccooceveeeeeneeeennnenn. - - (1,717,937) (1,717,937)
Other Financing Sources (Uses):
Proceeds of bond issuance....................... - - 5,000,000 5,000,000
Total other financing sources (uses). - - 5,000,000 5,000,000
Excess of revenue and other sources
over (under) expenditures and
OtNEI USES......oi it eeeeeee e e - - 3,282,063 3,282,063
Fund balances, beginning of year.................... - - - -
Fund balances, end of year............cccccevevrveneene $ - - 3,282,063 3,282,063
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL UVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor, and
Members of the City Council
City of DeBary, Florida

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of City of DeBary, Florida, as of and for the year ended September 30, 2007,
which collectively comprise City of DeBary, Florida’s basic financial statements and have issued our report
thereon dated September 29, 2008. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of DeBary, Florida’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
DeBary, Florida’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City of DeBary, Florida’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects City of DeBary, Florida’s ability to initiate, authorize, record, process, or report financial
data reliably in accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of City of DeBary, Florida’s financial statements that is more than
inconsequential will not be prevented or detected by City of DeBary, Florida’s internal control. We consider
the deficiencies described in the accompanying schedule of findings and responses as items 1 and 2 to be
significant deficiencies in internal control over financial reporting.
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The Honorable Mayor, and
Members of the City Council

City of DeBary, Florida

Page 2 of 2

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the City of DeBary, Florida’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, of the significant deficiencies described above,
we consider items 1 and 2 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of DeBary, Florida’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed one instance of noncompliance or other matters that is required to be
reported under Government Auditing Standards and which is described in the accompanying schedule of
findings and responses as Item 3.

We also noted certain matters that we reported to management of City of DeBary, Florida, in a separate letter
dated September 29, 2008.

The City of DeBary, Florida’s response to the findings identified in our audit is described in the
accompanying schedule of findings. We did not audit City of DeBary, Florida’s response and, accordingly,
We express no opinion on it.

This report is intended solely for the information and use of the City Council, management, others within the

organization, the Auditor General, and federal and state awarding agencies and is not intended to be and
should not be used by anyone other than those specified parties.

Bred Mlhdo d o, Co

September 29, 2008
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SCHEDULE OF FINDINGS AND RESPONSES
Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

Internal Control Over Financial Reporting

1. Inventory of Tangible Personal Property — Material Weakness

Over the years, the City has accumulated a significant investment in its personal property and equipment.
While asset capitalization thresholds have changed substantially over the years, many governmental units
have implemented policies that specifically place emphasis on monitoring their investments in assets that are
susceptible to misappropriation or theft. Typically, these investments are composed of electronic equipment
and other personal property that are small in size relative to their cost (i.e., desktop/laptop computers, printers,
audio/visual equipment, firearms, etc.). The asset types in question are (1) used more frequently, (2) capable
of being shared by more than one employee, (3) readily usable by virtually everyone in, or outside, of their
work environment, and (4) more susceptible to theft for these reasons. While your current capitalization
policies require the inventorying of these asset types, we noted that no steps were taken during the year to
document the performing of an annual physical inventory of tangible personal property. Although Section 41,
Chapter 2006-122, Florida Laws, repealed the Auditor General of Florida’s rulemaking authority as it relates
to governing the management and inventorying of tangible personal property, we noted that no similar
authoritative procedures have been developed by the City that require these procedures.

Our review of your formal fixed asset records also reveals that there may be assets that have not been
correctly recorded in the City records and/or there may be assets recorded on the City’s records that are no
longer in use. We believe that these conditions supplement the need for a complete physical inventory of
fixed assets, which will be the best and most efficient method for developing an accurate listing of all fixed
assets. Additionally, this will allow the City to develop procedures whereby the fixed asset listing is
reconciled to the general ledger, which will ensure an accurate accounting for assets. Specifically, the listing
should include the following data:

Description of the asset

Cost, voucher number, and vendor name

Date placed in service

Estimated useful life

Depreciation method

Depreciation expense and accumulated depreciation for the year
Date asset was retired and selling price if applicable

Complete information such as the above on all fixed assets would provide excellent control for the
safeguarding of these assets, which are a significant cost. A better assessment and evaluation could also be
made regarding the reliability of certain fixed assets, and the timing and need for their essential replacement.

Recommendation: We firmly believe that performing annual physical inventory counts of tangible
personal property delegated to the City’s department heads for custody and control is a good
accounting practice, a strong deterrent to theft, and the best means possible to adequately control
your government’s more prevalent fraud risks over property and equipment. We recommend that you
should consider adopting the Rules of the Auditor General, Chapter 10.400, as they currently exist
and are amended in the future, until such time as the Florida Department of Financial Services issues
revised rulings over the custodial maintenance of these assets

Auditee Response: The City began a physical inventory of fixed assets during the fiscal year 2007-
2008 but was not complete at the time of this report due to unforeseen circumstances. The City
intends on completing the physical inventory during the 2008-2009 fiscal year.
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SCHEDULE OF FINDINGS AND RESPONSES - (Continued)
Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

2. Understaffed Finance Department — Material Weakness

In performing our audit, we noted that the City experienced significant delays in its accounting and reporting
processes. We have observed this is mainly due to an understaffed finance department. Also, some of the
accounting staff’s overlapping administrative duties often take precedence over their accounting duties. This
condition contributes to substantial delays in processing accounting information, including cash receipts and
cash disbursements processing. This, we believe, is a situation that creates inefficiency and weakens internal
controls. As a direct result of these conditions, the City has also experienced delays in the performing of
essential year-end closing procedures that are essential to both the City’s financial reporting requirements and
the related independent audit process.

We also noted that the City was not adequately prepared for the annual audit of the financial statements
causing a delay in our audit process. This included obtaining an accurate final general ledger and supporting
schedules for balances in the general ledger. Due to significant changes in Government Auditing Standards,
issued by the Comptroller General of the United States pertaining to independence, our firm can no longer
assist the City in the preparation of workpapers or development of account balances that we must also audit.
All of the above factors contributed to the significant delays in the ability to finalize the year-end financial
statements. In addition, the audited financial statements often include material adjusting journal entries in
order for account balances to be reported in conformity with generally accepted accounting principles and to
correct potential material misstatements. Also, the delay in the audit function limits the use of the final
financial statements in the preparation of the budget for the upcoming year.

Recommendation: We strongly recommend reducing the administrative responsibilities for the
accounting staff so that more time can be spent in the accounting area, as well as the City establishing
formal written year-end procedures. This can be achieved by either hiring additional employees in
the administrative department or transferring the administrative duties to other employees who have
more available time. Strictly following formal written year-end procedures will ensure that all pre-
closing requirements are recognized and resolved in a timely manner prior to mandatory closeout
procedures, including the performance of the audit. This change will greatly benefit the organization
with more efficient accounting processes that produce more timely financial statements, which will
aid in the planning and budgeting process.

Auditee Response: The City has through the budget process determined the need and plans to hire a
part-time accounting clerk during the fiscal year 2008-2009, along with implementing procedures to
ensure that all requirements are resolved in a timely manner.
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Compliance and Other Matters

3. Annual Financial Reporting and Long-Term Debt Covenant

Due to numerous delays in the audit process, the City failed to comply with the annual financial audit
reporting requirements pursuant to provisions outlined in Section 218.39, Florida Statutes and Rule 10.558(3)
of the Auditor General. This legislation requires that an annual financial audit report be filed no later than
twelve months after the end of the fiscal year of the governmental entity. Similarly, the City was unable to
meet one of its long-term debt covenants requiring submission of audited financial statements to the lenders
within 270 days of the end of the preceding fiscal year, upon written request of the note holder.

Recommendation: We recommend that procedures be implemented to ensure compliance with all
federal, state, and local audit completion requirements. We also recommend that management review
Finance Department staffing and assess the capabilities of personnel to determine what action may be
required to accelerate the delivering of its annual report in the next fiscal year.

Auditee Response: Due to circumstances beyond the control of the City staff (Tropical Storm Fay)
and the lack of personnel, the City will implement procedures to ensure compliance with all federal,
state, and local audit completion requirements in the future.
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

MANAGEMENT LETTER

The Honorable Mayor, and
Members of the City Council
City of DeBary, Florida

We have audited the financial statements of City of DeBary, Florida, as of and for the year ended September
30, 2007, and have issued our report thereon dated September 29, 2008.

We conducted our audit 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. We
have issued our Report on Internal Control over Financial Reporting and on Compliance and Other Matters
and Schedule of Findings and Responses. Disclosures in the report and schedule, which are dated September
29, 2008, should be considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules of the
Auditor General, which govern the conduct of local government entity audits performed in the State of
Florida and, unless otherwise required to be reported in the report on compliance and internal controls or
schedule of findings and responses, this letter is required to include the following information:

e Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address significant findings and recommendations made in the
preceding annual financial audit report. Corrective actions have been taken to address significant
findings and recommendations made in the preceding annual financial audit report, except as noted in
the accompanying pages under the heading Prior Year Matters.

e Section 10.554(1)(i)2., Rules of the Auditor General, requires our audit to include a review of the
provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In
connection with our audit, we determined that the City of DeBary, Florida, complied with Section
218.415, Florida Statutes.

e Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management, accounting procedures, and internal
controls. In connection with our audit, our recommendations are noted in the accompanying pages
under the headings Prior Year Matters and Current Year Matters.

e Section 10.554(1)(i)4., Rules of the Auditor General, requires that we address violations of
provisions of contracts and grant agreements or abuse that have an effect on the financial statements
that is less than material but more than inconsequential. In connection with our audit, we did not have
any such findings.
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The Honorable Mayor, and
Members of the City Council

City of DeBary, Florida

Page 2 of 2

e Section 10.554(1)(i)5., Rules of the Auditor General, requires, based on professional judgment, the
reporting of the following matters that are inconsequential to the financial statements, considering
both quantitative and qualitative factors: (1) violations of laws, rules, regulations, and contractual
provisions or abuse that have occurred, or were likely to have occurred, and would have an
immaterial effect on the financial statements; (2) improper expenditures or illegal acts that would
have an immaterial effect on the financial statements; and (3) control deficiencies that are not
significant deficiencies, including, but not limited to; (a) improper or inadequate accounting
procedures (e.g., the omission of required disclosures from the financial statements); (b) failures to
properly record financial transactions; and (c) other inaccuracies, shortages, defalcations, and
instances of fraud discovered by, or that come to the attention of, the auditor. In connection with our
audit, our recommendations are noted in the accompanying pages under the headings Prior Year
Matters and Current Year Matters.

e Section 10.554(1)(i)6., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. The City of DeBary,
Florida, was incorporated in September, 1993, as a political subdivision of the State of Florida
located in Volusia County and adopted its first charter under the provisions of Senate Bill No. 2398
and the Municipal Home Rule Power Act, F.S. Ch. 166. The City of DeBary, Florida included the
following component unit: The Orlandia Heights Neighborhood Improvement District (created by
referendum on February 4, 1999 and Resolution No. 99-03) which is reported as a blended
component unit.

e Section 10.554(1)(i)7.a., Rules of the Auditor General, requires a statement be included as to whether
or not the local governmental entity has met one or more of the conditions described in Section
218.503(1), Florida Statutes, and identification of the specific condition(s) met. In connection with
our audit, we determined that the City of DeBary, Florida, did not meet any of the conditions
described in Section 218.503(1), Florida Statutes.

e Section 10.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether the annual
financial report for the City of DeBary, Florida, for the fiscal year ended September 30, 2007, filed
with the Florida Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes,
is in agreement with the annual financial audit report for the fiscal year ended September 30, 2007. In
connection with our audit, we determined that these two reports were in agreement.

e Sections 10.554(1)(i)7.c. and 10.556(7), Rules of the Auditor General, require that we apply financial
condition assessment procedures. In connection with our audit, we applied financial condition
assessment procedures. It is management’s responsibility to monitor the entity’s financial condition,
and our financial condition assessment was based in part on representations made by management
and the review of financial information provided by same.

This management letter is intended solely for the information of the City Commission and management, and
the Florida Auditor General, and is not intended to be and should not be used by anyone other than these
specified parties.

Baed Mbhbo $ Co., Pl
September 29, 2008
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PRIOR YEAR MATTERS

Section 10.554(1)(i), Rules of the Auditor General, require that we address in the management letter, if not
already addressed in the auditor's report on compliance and internal control, whether or not inaccuracies,
shortages, defalcations, fraud, and/or violations of laws, rules, regulations, and contractual provisions reported
in the preceding annual financial audit report have been corrected. All prior year matters have been
appropriately resolved, except for the following:

1. Written Policies and Procedures

During the audit, we continued to note that the City, although making progress, has not completely developed
written policies and procedures for many of its accounting and other business-related functions. The
development of formal written management policies and procedures are essential in providing both
management and employees with guidelines regarding the proper conduct of City business, the effective
safeguarding of assets, and in ensuring that City records provide reliable information necessary for
management oversight.

Recommendation: We continue to strongly recommend that written polices and procedures which
clearly document the controls over the budget process, receipt of cash, petty cash, fixed assets,
payroll and disbursement processing should be formally developed.

Current Year Status: This comment is still applicable

Auditee Response: The City has begun a comprehensive overall policies and procedures manual and
it is anticipated to be completed during the 2008-2009 fiscal year.

2. Monitoring for Fraud

In June 2003, the Comptroller General of the United States issued the 2003 revision of Government Auditing
Standards, which incorporated the American Institute of Certified Public Accountants’ promulgation
Statements on Auditing Standards, No. 99 (SAS 99), Consideration of Fraud in a Financial Statement Audit.
SAS 99 includes a document titled “Management Antifraud Programs and Controls: Guidance to Help
Prevent, Deter, and Detect Fraud,” which spells out specific recommendations to help the City Council,
management and others to prevent and detect fraud — from unproductive behavior and employee theft to
misappropriation of assets and fraudulent financial reporting. This document identifies the measures an
organization should consider taking to prevent, deter, and detect fraud. It maintains that the City should
establish three fundamental practices:

« A culture of honesty and high ethics
« Anti-fraud processes and controls
« An appropriate oversight process

Management is responsible for overseeing the activities carried out by employees and for implementing and
monitoring anti-fraud processes and controls. However, it is possible that senior management may initiate or
participate in the commission or concealment of a fraudulent act, because fraud can occur when management
overrides internal controls. SAS 99 makes it clear that while management designs and implements anti-fraud
systems and procedures, strong oversight by the Council is absolutely crucial. For that reason, the Council
should supervise the activities of senior management.
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In planning and performing our audit, we consider the City’s internal control over financial reporting in order
to determine our auditing procedures for the purpose of expressing our opinion on the basic financial
statements and part of this work involves determining management’s identification and measurement of the
risks of fraud and whether preventive internal controls are implemented to mitigate those risks. Although the
City has various policies and procedures to manage the City’s finances and financial reporting, the new
standards require more responsibility on management’s part to set up an effective and secure environment to
specifically address fraud risks and to monitor anti-fraud processes and controls.

Recommendation: We continue to recommend that management and Council Members read the
excerpt titled “Management Anti-fraud Programs and Controls: Guidance to Help Prevent, Deter, and
Detect Fraud” to better understand the new requirements of this standard and for assistance in
developing ways to enhance the City’s internal controls to specifically address fraud risk factors,
identify anti-fraud processes and controls, monitor such processes and controls and to provide a
means for reporting any wrongdoing. Appropriate oversight process is crucial. Accordingly, we
recommend that the Council discuss these matters with management and implement an active
oversight process in evaluation of management’s identification of fraud risks, implementation of anti-
fraud measures, and maintenance of the appropriate supervision of the activities of all of the City’s
personnel.

Current Year Status: This comment is still applicable.

Auditee Response: Staff is researching a policy and means to monitor fraud. At this time there is
no date certain for action. The comment is duly noted.

3. New Accounting Pronouncements

Governmental Accounting Standards Board (GASB) Statements No. 43, 45 and 47, relating to accounting and
reporting by employers for post-employment benefits other than pensions, known as “OPEB,” become
effective for the fiscal year beginning October 1, 2008. Implementing the provisions of these new accounting
pronouncements may be more difficult to comply with, since the financial data required may need to be
compiled by non-finance personnel from other departments of the City and will also require consultation with
your current insurance providers and underwriters.

These new standards have the potential for tremendous increases in the expenses and liabilities reported in the
financial statements of many governmental entities even when an employer that provides no postretirement
benefits, such as medical, dental, long-term care or life insurance, but permits retired employees to continue
health insurance by paying 100% of the premium, may have an employer expense under the new GASB
rules. This stems from an implicit rate subsidy for retirees, which the GASB considers to be an OPEB.

Recommendation: We continue to recommend that management should consider taking immediate
steps to consult with an actuary to identify the data that will need to be compiled for determining the
extent the financial information for inclusion in the City’s financial reporting for the next fiscal year.

Current Year Status: This comment is still applicable.

Auditee Response: The City will consider the recommendation, however, there are no retirees, and
the city contracts its police and fire, therefore the exposure is low and the amounts are immaterial.

63



MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2007
CITY OF DEBARY, FLORIDA

CURRENT YEAR MATTERS

Section 10.554(1)(i), Rules of the Auditor General, also requires disclosure in the management letter of the
following matters if not already addressed in the auditor's report on compliance and internal control: (1)
violations of laws, rules, regulations, and contractual provisions that have occurred, or are likely to have
occurred; (2) improper or illegal expenditures; (3) improper or inadequate accounting procedures (e.g., the
omission of required disclosures from the financial statements); (4) failures to properly record financial
transactions; and (5) other inaccuracies, shortages, defalcations, and instances of fraud discovered by, or that
come to the attention of, the auditor. The following is a summary of our Current Year Findings and
Recommendations:

4. Deficit Fund Balance — Flood Improvement Capital Project Fund

During the year under audit, the City began a Flood Improvement Capital Project Fund to account for the
West Side Emergency Flood Management System. During the year, capital project costs incurred were in
excess of the amount of revenues generated. As a result of these excess project costs, the Flood Improvement
Capital Project Fund developed a deficit net assets balance ($257,080) at the end of the fiscal year. The City
plans on receiving a partial reimbursement for these costs after the completion of the project. The amount and
the timing of the receipt are unknown.

Recommendation: We recommend that the City should consider budgeting transfers from other
funds to cover all costs until expected reimbursements can be determined in order to negate the
current deficit.

Auditee Response: The City will consider budget transfers from the general fund at the completion of
the project.
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COMPLIANCE AFFIDAVIT

A. AUTHORIZED REPRESENTATIVE

I HEREBY AFFIRM THAT:
Iam the Chief Financial Officer and the duly authorized representative of __ the
City of DeBary. Florida . and that I possess the legal authority to make this

Affidavit on behalf of the City for which I am acting,

B. CERTIFICATION OF IMPACT FEE COMPLIANCE
I FURTHER AFFIRM THAT:

(1) The City of Debary, Florida, has complied with the provisions of Section 163.31801,
Florida Statutes, with respect to the enactment of Ordinance No. 26-06, adopted on the 1*
day of November 2006, providing for the adoption of impact fees for government
buildings and patks and recreation facilities.

(2) The calculation of the adopted impact fees imposed by the ordinance are based on the
most recent and localized data.

(3) The ordinance provides for accounting and reporting of impact fee collections and
expenditures which have been imposed as impact fees to address the City’s infrastructure
needs which are accounted for in separate accounting funds.

(4) The City’s administrative charges, when applicable, for the collection of impact fees
are limited to actual costs.

(5) The City provided notice no less than 90 days before the effective date of the

ordinance imposing the impact fee.

I DO SOLEMNLY DECLARE AND AFFIRM UNDER THE PENALTIES OF PERJURY
THAT THE CONTENTS OF THIS AFFIDAVIT ARE TRUE AND CORRECT TO THE BEST
OF MY KNOWLEDGE, INFORMATION AND BELIEF,

Date: !C’/ 9 / 08 By: O/Manu;y, ,4M/

/I ifimie Seelbinder, Finance Administrator






