CITY OF DADE CITY
DADE CITY, FLORIDA

FINANCIAL STATEMENTS, SUPPLEMENTARY INFORMATION
AND
INDEPENDENT AUDITOR’S REPORT

FOR THE YEAR ENDED SEPTEMBER 30, 2007

WOODRUFF WARDLOW NELSON CASH, PLC
CERTIFIED PUBLIC ACCOUNTANTS & FINANCIAL CONSULTANTS



TABLE OF CONTENTS

Independent Auditor's Report on the Financial Statements,
and Other Financial Information...................c..oo il Page

Management's Discussion and Analysis..................ccoivvieieeeeeeennnn.
Basic Financial Statements:

Government-wide Financial Statements:
Statement of Net ASSEtS. .. ..ot e
Statement of ACtiVities. ...

Fund Financial Statements:
Governmental Fund Financial Statements
Balance Sheet............oi
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets....................ooo L,
Statement of Revenues, Expenditures and Changes
iNFUNd BalanCes...........oviiiii e e
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities...
Statement of Revenues, Expenditures and Changes
in Fund Balances — Budget and Actual.................................
Proprietary Fund Financial Statements
Statement of Net Assets....................oiii
Statement of Revenues, Expenses and Changes
iNFUNd Net Assets........oooi i,
Statement of Cash Flows................ooooii i,
Fiduciary Fund Financial Statements
Statement of Fiduciary Net Assets....................ocooovini.
Statement of Changes in Fiduciary Net Assets........................

Notes to Financial Statements. ..ot e,

Report on Internal Control Over Financial Reporting and on Compliance
And Other Matters Based on an Audit on the Financial Statements
Performed in Accordance with Government Auditing Standards..........

Report on Compliance with Requirements Applicable to Each Major State
State Financial Assistance Project and on Internal Control Over
Compliance Applicable to Each Major State Financial
Assistance Projects... ;...

Schedule of Expenditures of State Financial Assistance Projects..........

Schedule of Findings and Questioned Costs ~ State Financial
ASSIStaNCE ProjeCtS. ... e

1
12
13
14
15
16

18
19

21
22

23

49

51

53

54



TABLE OF CONTENTS
(CONTINUED)

Required Supplementary Information — Defined Benefit Pension Trusts:
Schedule of Funding Progress............. e
Schedule of Contributions From the Employer and Other

Contributing Entities.................co

Supplementary Information:

Governmental Funds

Combining Balance Sheet — Nonmajor Governmental Funds... ..

Combining Statement of Revenues, Expenditures and

Changes in Fund Balances ~ Nonmajor Governmental Funds...

Schedules:

Schedule of Maturities — Utility System Revenue Bonds,

SIS 1007 .

Schedule of Maturities — Utility System Revenue Bonds,

SIS 1907 e e e

Schedule of Maturities — Utility System Revenue Bonds,

SIS 200 2. .o

Schedule of Maturities — Utility System Revenue Bonds,

SIS 200 2. . e

Management Letter Required by Chapter 10.550 of the Rules of the

Auditor General, State of Florida............ccooooiiii

Management’'s Response to Management Letter...........................co

55
56

57

58

59

60

61

62

63

66



WOODRUFF
WARDLOW
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C A S H PLC

CERTIFIED PUBLIC ACCOUNTANTS & FINANCIAL CONSULTANTS

INDEPENDENT AUDITOR'S REPORT ON THE
FINANCIAL STATEMENTS AND OTHER FINANCIAL INFORMATION

Honorable City Commission
City of Dade City
Dade City, Florida

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of City of Dade City, 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 Dade City, Florida's management. Our responsibility is to
express opinions on these financial statements based on our audit.

We have 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, the business-
type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the City of Dade City as of September 30, 2007,
and the fiduciary funds, the respective budgetary comparison for the general fund, the
respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in conformity with accounting principles generally accepted in the
United States of America.
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Honorable City Commission
City of Dade City
Dade City, Florida

In accordance with Government Auditing Standards, we have also issued our report
dated April 14, 2008, on our consideration of the City of Dade City's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management’s discussion and analysis on pages 3 through 8, is not a required part
of the basic financial statements, but is 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 Dade City’s basic financial statements. The
combining and individual nonmajor fund financial statements are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The
accompanying schedule of expenditures of state financial assistance is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
is also not a required part of the basic financial statements of the City of Dade City. The
combining and individual nonmajor fund financial statements and the schedule of
expenditures of state financial assistance 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.

Woodruff Wardlow Nelson Cash, PLC

Inverness, Florida
April 14, 2008



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section provides a discussion and analysis of the financial activities for the City of Dade
City, Florida, for the period of October 1, 2006 through September 30, 2007. Please read this
information in conjunction with the audited financial statements, which follow this discussion.

FINANCIAL HIGHLIGHTS

e Total net assets of the primary government increased $2.77 million to $24.1 million.

e Governmental activities had program revenues of $763,912, general revenues of
$5,414,706, and net transfers of $46,577. Total expenses were $5,178,972.

e Business-type activities had program revenues of $4,282,483, general revenues of
$196,132, and net transfers of ($232,549). Total expenses were $2,526,029.

e The County-wide one-cent infrastructure surtax, which was effective January 1, 2005,
generated revenues of $567,879 in its second full year of collections.

» The City entered into lease purchase agreements totaling $299,745 during the fiscal year for
capital items, which will be repaid primarily through infrastructure surtax monies. The City
paid $219,193 in capital lease reductions, leaving a net increase of $80,552.

USING THIS REPORT

Beginning with fiscal year 2003-2004, these financial statements differ significantly from
previous reports as a result of the changes required by Statement No. 34 of the Governmental
Accounting Standards Board (GASB). GASB 34, as the statement is known, establishes new
financial reporting requirements for state and local governments throughout the United States.
The purpose of these changes is to make financial statements more comprehensive and easier
to understand and use.

The financial statements consist of four parts:

o Government-wide financial statements — These statements report information about Dade
City as a whole and have a longer-term viewpoint. The Statement of Net Assets reports the
financial and capital resources of the City by showing the difference between assets and
liabilities. The Statement of Activities presents information on the various functions and
services of the City and how they are financed.

e Fund financial statements — These statements report information about Dade City by its
different accounting units, called funds, and have a shorter-term focus. The Balance Sheet
provides information about the current financial resources of each fund. The Statement of
Revenues, Expenditures, and Changes in Fund Balance shows how the activities of the
year impacted the balance of financial resources available in each fund.

* Notes to the financial statements — These notes include additional information needed to
provide a fair presentation and more complete understanding of the financial statements.
These notes are an integral part of the basic financial statements.

* Required supplementary information (other than management’s discussion and analysis) —
This information gives additional details about the City’s financial condition that is not
included in the other statements.



OVERALL FINANCIAL POSITION

Dade City finished the fiscal year with $24.1 million of net assets for the total primary
government. The primary government has two parts, governmental activities and business-type
activities, which are described in more detail under the fund analysis section. Investments in
capital, such as buildings, equipment, and infrastructure, which are shown net of related debt,
make up 54%, or $12.97 million, of total net assets. An additional $3.21 million, or 13%, of net
assets are legally restricted for certain purposes and uses. The balance of $7.92 million, or

33%, in net assets is unrestricted and available to meet the City's ongoing obligations.

CONDENSED STATEMENT OF NET ASSETS

Governmental Activities Business-Type Acitivities Total Government
2007 2006 2007 2006 2007 2006
Assets:
Current and other assets 7,390,238 6,587,921 5,855,826 5,350,151 | 13,246,064 | 11,938,072
Capital assets 4,875,861 4,628,679 | 12,149,848 | 11,254,064 | 17,026,709 | 15,882,743
Total Assets 12,267,099 | 11,216,600 | 18,005,674 | 16,604,215 | 30,272,773 | 27,820,815
Liabilities:
Current and other liabilities 189,299 136,002 543,373 558,725 732,672 694,727
Long-term liabiliites 1,184,475 1,233,496 4,251,797 4,555,023 5,436,272 5,788,519
Total liabilities 1,373,774 1,369,498 4,795,170 5,113,748 6,168,944 6,483,246
Net assets:
Invested in capital, net of debt 4,440,965 4,220,392 8,526,347 7,253,670 | 13,967,312 | 11,474,062
Restricted 2,090,872 1,577,266 1,124,949 979,509 3,215,821 2,556,775
Unrestricted 4,361,488 4,049,444 3,559,208 3,257,288 7,920,696 7,306,732
Total net assets 10,893,325 9,847,102 | 13,210,504 | 11,490,467 | 24,103,829 | 21,337,569

Dade City also has a component unit, the Community Redevelopment Agency, which has net
assets of $616,854. This represents an increase of $267,238, since revenues from the tax
increment financing by the City and County exceeded the agency expenses for the year. These
assets are restricted for specific purposes within the defined redevelopment area.

Excluding the component unit, the total primary government had an increase of $2.77 million in
net assets as a result of activities during the fiscal year. Governmental activities had an
operating surplus of $942,491, while net transfers and gain on sale of assets increased assets
by $103,732, creating a net increase of $1,046,223. Compared to the previous year, operating
results improved by $44,206 while net transfers and gains on sales of assets decreased by
$1,649. The collection of impact fees and infrastructure surtax receipts has provided an
increase in restricted assets that will be used for future capital projects. Business-type activities
had an increase in net assets of $1,720,037 after deducting a $232,549 net transfer to
governmental activities. The $1,007,682 increase in the operating results of business-type
activities from the previous year is due primarily to the receipt of additional grant funding.

Charges for services are the majority of revenues of the business-type activities, while taxes
and intergovernmental revenues primarily fund the governmental activities.
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CONDENSED STATEMENT OF ACTIVITIES

Governmental Activities Business-Type Acitivities Total Government
2007 2006 2007 2006 2007 2006
REVENUE
Program revenue: :
Charges for services 753,873 632,966 3,349,048 3,083,576 4,102,921 3,716,542
Operating grants 10,039 23,567 933,435 306,430 943,474 329,997
General revenue:
Property taxes 2,216,974 1,723,537 - - 2,216,974 1,723,537
Other taxes and fees 2,629,163 2,583,500 - - 2,529,163 2,583,500
Intergovernmental revenues 303,605 302,096 - - 303,605 302,086
Other revenues 307,809 377,072 196,132 166,844 503,941 543916
Total revenues 6,121,463 5,642,738 4,478,615 3,656,850 | 10,600,078 9,199,588
EXPENSES
Program expenses:
General government 1,209,362 1,171,078 - - 1,209,362 1,171,078
Public saftey 2,376,479 2,212,149 - - 2,376,479 2,212,149
Physical enviorment 382,026 265,487 2,526,029 2,637,913 2,908,055 2,903,400
Transportation 790,934 702,430 - - 790,934 702,430
Culture and recreation 420,171 393,309 - - 420,171 393,309
Total expenses 5,178,972 4,744,453 2,526,029 2,637,913 7,705,001 7,382,366
Excess 942 491 898,285 1,952,586 918,937 2,895,077 1,817,222
Net transfers 46,577 106,166 (232,549) (186,188) (185,972) (80,022)
Gain on sale of fixed assets 57,155 (785) - (20,394) 57,155 (21,179)
Change in net assets 1,046,223 1,003,666 1,720,037 712,355 2,766,260 1,716,021
Net assets - October 1, 2005 8,843,436 10,778,112 19,621,548
Net assets - September 30, 2006 9,847,102 11,490,467 21,337,569
Net assets - October 1, 2006 9,847,102 11,490,467 21,337,569
Net assets - September 30, 2007 10,893,325 13,210,504 24,103,829

FUND ACTIVITY

Governmental activities include the general fund and the special revenue funds. The general
fund is where most of the City's basic services are reported, including public safety, public
works, and City administration. Special revenue funds are used to record receipts that are
legally restricted in their uses, such as impact fees and certain taxes.

Taxable values of existing property in Dade City increased approximately 22% this year,
continuing a trend that began last year. New taxable value accounted for almost another 6% in
additions. Aside from property taxes, other general revenues showed little or no growth. State
revenues have declined slightly and building permit revenues have dropped due to the
slowdown in the market, partially offsetting the gains from property taxes. The County provides
fire suppression services within the City, charging property owners an additional ad valorem tax
for that service, which limits the millage rate that the City can charge.

Business-type activities are City services that charge fees to pay the costs of those services. In
Dade City, that includes the water and sewer utilities fund as well as the sanitation fund. The
utility fund charges rates and fees that pay the costs of providing the water and sewer service.
Rates were not increased during this fiscal year, but the City is undertaking a rate study to
determine the revenues needed to keep up with the rising costs of maintaining the utility system
and making necessary improvements. The utility fund also transfers monies to the general fund.



The sanitation fund is responsible for garbage collection through a service agreement with an

outside contractor.

GENERAL FUND BUDGET VARIATIONS

Original 2007 Final 2007 Actual 2007 Actual 2006
Budget Budget Results Resuits
REVENUES
Taxes and special assessments 3,369,760 3,369,760 3,498,407 2,962,709
Licenses and permits 242,000 102,000 105,486 136,955
Intergovernmental revenue 862,770 925,909 859,317 853,557
Charges for services 55,000 63,225 52,999 136,460
Fines and forfeitures 26,000 31,516 47,594 35,160
Miscellaneous revenue 197,800 350,902 451,268 441,511
Net transfers 764,820 788,770 374,989 501,208
Total revenues 5,518,150 5,632,082 5,390,060 5,067,560
EXPENSES
Current:
General government 1,186,172 1,183,019 1,028,651 1,024,036
Public safety 2,440,298 2,456,185 2,333,082 2,119,038
Physical environment 389,877 425,377 366,917 253,729
Transportation 805,351 927,998 766,953 651,959
Culture and recreation 478,352 484,597 409,433 379,447
Contingency 162,250 101,150 - -
Capital outlay 55,850 53,756 116,332 51,701
Principal retirement - - 2,935 12,500
Interest and fiscal charges - - 15,368 -
Total expenses 5,518,150 5,632,082 5,039,671 4,492,410
Increase (decrease) in
cash reserves - - 350,389 575,150

The original and final budgets were balanced using cash reserves. Significant variations
between the original budget and the final budget in the general fund are due to:

* adecrease of $140,000 in anticipated building permit fees due to a slowdown in the

construction market,

» the receipt of grants, charges, and contributions not included in the original budget,

+ the addition of $146,202 in prior year cash balances, and
o transfers of $71,100 in contingency funds to other departmental budgets.

Significant variations between the final budget and the actual results in the general fund (in

addition to the changes mentioned above) are due to:

o tax collections higher than budget amounts,

increased interest earnings on cash balances,
leave time payouts to retiring employees,
additional projects funded by grants, and
positions left unfilled forg portion of the year.

Insurance premiums and fuel costs will continue to be budget concerns. Tax collections and
building permit revenues will be affected by economic conditions. Any postponed projects will
likely be carried forward to later years. Other variations mentioned above are not expected to
have significant impacts on future budgets.



CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY
CAPITAL ASSETS

Dade City lists capital assets totaling $17.02 million. Most of those assets ($12.15 million) are
in the utility system improvements and infrastructure. Amounts in the following table are shown
net of accumulated depreciation, where applicable. Capital assets of governmental activities
were previously recorded in a separate account group and did not include depreciation, but are

now reported as part of those activities and depreciated as appropriate.

Governmental Activities Business -Type Activities | Total Primary Government
2007 2006 2007 2006 2007 2006

Land 631,178 541,017 405,901 405,901 1,037,079 946,918
Buildings,

Improvements, and

Construction in Progress 298,793 262,376 1,603,676 374,116 1,902,469 636,492
Equipment 1,310,109 1,188,505 380,991 356,982 1,691,100 1,545,487
Infrastructure 2,636,781 2,636,781 9,759,280 10,117,085] 12,396,061 12,753,846
Totals 4,876,361 4,628,679 12,149,848 11,254,064 17,026,709| 15,882,743

LONG-TERM DEBT ACTIVITY

There are four outstanding long-term debt obligations in the utility fund. Three of them are loans
from the United States Department of Agriculture, Rural Development, made under a grant/loan
program for water and wastewater system improvements. The fourth obligation is a combination
of a refunding of the Series 1992 utility bonds and a new money issue for some sewer line
extensions.

The City initiated five capital leases during the fiscal year for equipment purchases. All of the
leases are under the Florida League of Cities’ lease program for local governments with Bank of
America. Three of these lease obligations will be paid with infrastructure surtax monies, with the
other two coming from utility operating funds. The leases are all scheduled to be paid off in four
years or less.

Governmental Activities Business -Type Activities | Total Primary Government
2007 2006 2007 2006 2007 2006
Revenue bonds - - 3,623,501 4,000,394 3,623,501 4,000,394
Capital leases 435,895 408,287 52,944 - 488,839 408,287
Totals 435,895 408,287 3,676,445 4,000,394 4,112,340 4,408,681




