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INDEPENDENT AUDITORSREPORT

Honorable Mayor and City Council
City of Groveland Florida

We have audited the accompanying financial statements ofthe governmental activities the businesstype
activities each major fund and the aggregate remaining fund information ofthe City ofGroveland Florida as
ofand for the year ended September 30 2010 which collectively comprise the Citysbasic financial statements
as listed in the table of contents These financial statements are the responsibility of the City ofGroveland
Floridasmanagement Our responsibility is to express opinionson 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 ComptrollerGeneral ofthe United States Those standards require that we plan and performthe
audit to obtain reasonable assurance about whether the financial statements are free ofmaterial 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 ouraudit
provides a reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the respective
financial position ofthe governmental activities the business type activities each major fund and the aggregate
remaining fund information ofthe City of Groveland Florida as September 30 2010 and the respective
changes in financial position and where applicable cash flows thereoffor the year then ended in conformity
with accounting principles generally accepted in the United State ofAmerica

In accordance with Government Auditing Standards we have also issued our reportdated May 4 2011
on our consideration ofthe City ofGroveland Floridasintemal control over financial reporting and on our test
of its compliance with certain provisions oflaws regulations contracts and grants agreements and other
matters The purpose ofthat report is to describe the scope of ourtesting of internal control over financial

MEMBER FLORIDA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

605 Montrose Street 1 627N Donnelly Street
POBox 120400 Clermont FL 347120400 PO Box 8 Mount Dora FL 327560008

352 3943256 Fax 352 3946910 352 3836300 Fax 352 3836356



reporting and compliance and the results of that testing and not to provide an opinion on the internal control
over financial reporting oron compliance That report is an integral partof an auditperformed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit

The managementsdiscussion and analysis and budgetary comparison information on pages 3 through 11 and
41 through 47 are not a required part ofthe basic financial statementsbut are supplementary information
required by accounting principles generally accepted in the United States ofAmerica We have applied certain
limited procedures which consisted principally of inquiries of management regarding the methods of
measurement and presentation ofthe required supplementary information However we did not audit the
information and express no opinion on it

Our audit was conducted for the purpose offorming opinions on the financial statements that collectively
comprise the City ofGroveland Floridasbasic financial statements The introductory section and combining
and individual nonmajor fund financial statements arepresented for purposes ofadditional analysis and are not
a required part of the basic financial statements The combining and individual nonmajor fund financial
statements havebeen subjected to the auditing procedures applied in the audit ofthe basic financial statements
and inouropinion are fairly stated in all material respects in relation to thebasic financial statements taken as
a whole The introductory section has not been subjected to the auditing procedures applied in the audit ofthe
basic financial statements and accordingly we express no opinion on it

doe xeeke fee 46g3arar

Mount Dora Florida
May 4 2011
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ManagementsDiscussion and Analysis

As management ofthe City of Groveland we offer readers ofthe Citysfinancial statements this narrative
overview and analysis ofthe financial activities ofthe City for the fiscal year ended September 30 2010 This
discussion has been prepared by management and should be read in conjunctionwith the fmancial statements
which follow this section

Financial Highlights

The Citys assets exceeded its liabilities as of September 30 2010 by43837735 net assets Ofthis
amount3212630unrestricted net assets may he used to meet the Citysongoing obligations to its
customers and creditors The Citys total net assets decreased 238071

The City outstanding debt is14381004and accrued compensated absences for its employees is 320779
The total amount outstanding at September 30 2010 was14701783 ofwhich557647 is classified as
current and 14144136 as longterm

Overview ofthe Financial Statements

This discussion and analysis are intended to serve as an introduction to the Citysbasic financial statements
The basic financial statements consist ofthree parts government wide financial statements fund financial
statements and notes to the financial statements This report also includes supplementary information that
explains in more detail some of the information in the financial statements

GovernmentWide Financial Statements

The government wide financial statements ofthe City provide a broad overview ofthe Citysfinances and
report information about the City using accounting methods similar to those used by private sector companies

The Statement ofNetAssets presents the Citysasset less its liabilities at year end The difference between
these assets and liabilities is reported as net assets Over time increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the City is improving or deteriorating

The Statement ofActivities presents information showing how the Citysnet assets changed during the fiscal
year All changes in net assets are reported as soon as the underlying event giving rise to the change occurs
regardless of the timing ofrelated cash flows Thus revenues and expenses are reported in this statement for
some items that will only result in cash flows in future periods

The governmentwide financial statements can be found on pages 12 and 13 of this report
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Fund Financial Statements

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 like other state and local governments uses fund
accounting to ensure and demonstrate compliance with financerelated legal requirements The Cityhas three
funds the general fund the proprietary fund and a special revenue fund

Governmental Funds Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government widefinancial statements However these funds focus on near
term inflows and outflows of spendable resources as well as on balances of spendable resources available at
the end ofthe fiscal year As a result ofthisdifference in focus a reconciliation is provided in the notes to the
financial statements between the fund and government wide statements

Special Revenue Funds Special Revenue funds account for the proceeds ofspecific revenue sources other
than expendable trusts or for major capital projects that are legally restricted to expenditures for specified
purposes The Citysspecial revenue fund is a community redevelopment agency fund CRA that is
specifically designed for redevelopment within the Citys delineated blighted area

The basic governmental fund financial statement can also be found on pages 14 through 17 of this report

Proprietary Funds Proprietary funds account for operations that are financed and operated in a manner
similar to private business enterprises where the intent ofthe governing body is that the costs expenses
including depreciation ofproviding goods or services to the general public on a continuing basis be financed
or recovered primarily through user charges or where the governing body had decided that periodic
determination ofrevenues earned expenses incurred andornet income is appropriate for capital maintenance
public policy management control accountability or other purposes

Notes to the Financial Statements The notes provide additional information that is essential to a full
understanding of the data provided in the government wide and fund financial statements The notes to the
financial statements can be found beginning on page 22 of this report

Other information In addition to the basic financial statements and notes this report alsopresent certain
supplementary information concerning the Citysannual appropriatedbudget for its general fund A budgetary
comparison schedule has been provided as supplementary information for the general fund to demonstrate
compliance with this budget Individual fund statements and schedules can be found beginning on page 40 of
this report

Government Wide Financial Analysis

The Cityhas implemented the provisions of Governmental Accounting Standards Board Statement Number
34 Basic Financial Statements and Management s Discussion and Analysisfor State and Local
Governments As a result the accompanying fund financial statements are converted to the Statement ofNet
Assets and Statement of Activities by posting adjustments for the following
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Capital assets net of accumulated depreciation have been added to the Statement ofNet
Assets In addition capital outlay has been taken out of expenses in the Statement ofActivities
and depreciation expense for all equipment has been included in expense

The liabilities fordebt and accrued compensated absences have been added to the Statement
of Net Assets and the related expenses have been included in the Statement of Activities

The Statement ofNetAssets and the Statement of Activities report the net assets of the City and changes in
them Over time increases or decreases in the Citys net assets are one indicator of financial position
However you will need to consider other non financial factors such as changes in economic conditions
regulations and new or changed government legislation

The largest portion ofthe Citys net assets 77 reflects its investment in capital assetseginfrastructure
land buildings machinery and equipment less any related debt used to acquire those assets that is still
outstanding These capital assets are used to provide services to citizens consequently these assets are not
available for future spending Although the investment in capital assets is reported net of related debt it should
be noted that 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

City ofGrovelandsNet Assets

Governmental Activities Business type Activities Total

2010 2009 2010 2009 2010 2009

Current and other 7518139 6711054 5341852 5248555 12859991 11959609
assets

Capital assets 14498993 14760649 32824622 34009831 47323615 48770480

Total assets 22017132 21471703 38166474 39258386 60183606 60730089

Longterm liabilities 4890016 5155040 9254120 9473849 14144136 14628889

Other liabilities 1380084 1274265 821651 751129 2201735 2025394

Total liabilities 6270100 6429305 10075771 10224978 16345871 16654283

Net assets

Invested in capital
assets netof related 9583735 9636534 23359158 24332558 32942893 33969092
debt

Restricted 3223128 3132087 4459084 4147632 7682212 7279719

Unrestricted 2940169 2273777 272461 553218 3212630 2826995

Total net assets 15747032 15042398 28090703 29033408 43837735 44075806

5



An additional portion ofthe Citys net assets 18 represents resources that are subject to extemal restrictions
on how they may be spent The remaining balance ofunrestricted net assets3212630 may be used to meet
the Citys ongoing obligations to citizens and creditors

Assets ofthe Cityconsist primarily ofpooled cash and investments of12249562and capital assets net of
accumulated depreciation of approximately47323615

Current liabilities total2201735which consist primarily of1156099ofaccounts payable and accrued
liabilities and 357661 of the current portion of longterm debt and capital leases

Net assets decreased 238071 over the prior year to43837735The major components of this category
is invested in capital assets net ofrelated debt32942893which is the Citys investment in its net capital
assets original cost less accumulated depreciation less debt and restricted net assets of7682212

Governmental Activities

Governmental activities increased the Citysoverall net assets by 704634 While the City experienced a 19
decline in grant and investment revenues this was offset by a 11 increase in franchise and utility taxes and
a 26 increase in charges for services

Variances in governmental activities include

Franchise and utility taxes increased 127250 over the prior year due to rising rates

Sales and gas taxes increased 26256 over the prior year

The following table represents the composition ofgovernmental activities revenue and percentages in relation
to total governmental activities

Charges for services S 467878 7

Property taxes 3288548 47

Sales and gas taxes 1114828 16

Franchise and utility taxes 1263286 18

Impact fees 122446 2

Grants and contributions 422423 6

Investment earnings 184200 3

Other revenues and interfund transfer 193142 1

7056751 100
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City of GrovelandsChanges in Net Assets

Governmental Activities Business tvpe Activities Total

2010 2009 2010 2009 2010 2009

Revenues

Program revenues

Charges for service 467878 371408 3976226 3981289 4444104 4352697

Grants and contributions 422423 522792 105928 35025 528351 557817

General revenues

Property taxes 3288548 3383580 3288548 3383580

Other taxes 2378114 2224608 2378114 2224608

Impact fees 122446 90862 419100 102451 541546 193313

Other and interfund transfers 377342 240702 92684 165650 284658 406352

Total revenues 7056751 6833952 4408570 4284415 11465321 11118367

Expenses

General government 724804 809652 724804 809652

Public safety 3542543 3475150 3542543 3475150

Building department 239599 234303 239599 234303

Roads and streets 895567 976298 895567 976298

Animal control 49574 56718 49574 56718

Parks and recreation 399693 313694 399693 313694

Community redevelopment 295152 225561 295152 225561

Interest on long term debt 205185 212940 401923 409898 607108 622838

Water 2254185 2381235 2254185 2381235

Sewer and sanitation 2695167 2677317 2695167 2677317

Total expenses 6352117 6304316 5351275 5468450 11703392 11772766

Increase decrease in net assets 704634 529636 942705 1184035 238071 654399
net of transfers

Net assets beginning 15042398 14512762 29033408 30217443 44075806 44730205

Net assets ending 15747032 15042398 28090703 29033408 43837735 44075806



Business type Activities

The City has only two types ofbusiness activities which are the water and wastewaterservice system and
sanitation services The City operates the water and wastewater system while it contracts with a thirdparty
to provide the sanitation services

Business type activities decreased the Citys overall net assets by 942705

Financial Analysis of the GovernmentsFunds

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

Governmental Funds

The focus ofthe Citysgovernmentalfunds is to provide information on nearterm inflows outflows and
balances ofspendable resources Such information is useful in assessing the Citys financing requirements
In particular unreservedfund balance may serve as a useful measure of a governmentsnet resources
available for spending at the end of the fiscal year

As ofthe end ofthe current fiscal year the Citysgovemmental funds reported combined ending fund balances
of6269186an increase of741940in comparison with the prioryear Approximately 49 ofthis total
amount3043058constitutes unreservedfund balance which is available for spending at the governments
discretion The remainder of fund balances is reserved to indicate that it is not available for new spending
because it has already been committed 1 to public safety parks and recreation and city administrative capital
expenditures8170282 police education33236 3 city infrastructure1979795 and 4 building
department expenditures 377544

The general fund is the chief operating fund ofthe City ofGroveland At the end ofthe current fiscal year
unreserved fund balance of the general fund was2498494 while total fund balance was5724622

The fund balance ofthe Citysgeneral fund increased by 698792 during the current fiscal year Key factors
in this are as follows

A increase in franchise and utility taxes of127250 over the prior year

An increase in charges for services of approximately 96470 over the prior year
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Special Revenue Fund

This fund is used to collect ad valorem taxes for properties located within a specific geographic area in the
Citysboundary and to collect a 100 fee from developers ofnew construction Funds collected mustbe used
to redevelop blighted areas within the City Tax collections for fiscal year 2010 decreased 35226to
289221 compared to theprior year collection of324447 The City treats their payment of taxes as an
interfund transfer Fees from developers increased1600to4600 compared to the prior year of3000

Expenditures were 59260 higher than the prior year primarily due to the outsourcing of community
redevelopment management functions

Proprietary Funds

The Citysproprietary funds provide the same type of information found in the government wide financial
statements but in more detail

Unrestricted net assets of the water and sewer fund at the end ofthe year amounted to 272461 The total
decrease in net assets was 942705 Factors concerning the finances ofthis fund has already been addressed
in the discussion of the Citys business type activities

General Fund Budgetary

The City did not amend the original budget during the fiscal year Differencesbetween the final amended
budget and actual results are included on page 17 of the accompanying financial statements

Capital Assets and Debt Administration

Capital Assets The Citys investment in capital assets for its governmental and business type activities as of
September 30 2010 amounts to47323615net of accumulated depreciation This investment in capital
assets includes land building and improvements machinery and equipment park facilities roads and water
wastewater systems The total net decrease in the Citys investment in capital assets for the current fiscal year
was approximately297 a 177 decrease for governmental activities and a 348 net decrease for
businesstype activities
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CITY OF GROVELAND

net of depreciation

Governmental Activities Businesstype Activities Total

2010 2009 2010 2009 2010 2009

Land 8265466 7998466 1160332 1463795 9425798 9462261

Building 1210265 1256823 130201 136248 1340466 1393071

infrastructure and improvements 3585295 4131317 32125 36398 3617420 4167715

Equipment 1437966 1374043 444593 567844 1882559 1941887

Water and sewer system 31057371 31805546 31057371 31805546

Total assets 14498993 14760649 34009831 34009831 47323614 48770480

LongTerm Debt and capital lease At the end of the fiscal year the Citys total net debt decreased
420646 or3to14380721 Ofthis debt 357661 is due within the next fiscal year This debt consists
of8391816ofrevenue bonds and a1046978note payable secured by water and sewer net revenues
a 959034note payable secured by the assignment oftax revenues ofthe Community Redevelopment Agency
mortgage loans of3789545 secured by real estate and impact fees and capital lease agreements of
193348

CITY OFGROVELAND

General Obligation Debt and Revenue Bonds

Governmental Activities Businesstype Activities Total

2010 2009 2010 2009 2010 2009

Notes payable 959034 1079034 1046978 1108653 2006012 2187687

Mortgage payable 3789545 3880356 3789545 3880356

Capital leases 166678 164706 26670 41176 193348 205882

Revenue bonds 8391816 8527442 8391816 8527442

Total debt 45124096 9465464 9677271 14380721 14801367

CompensatedAbsences The City had 267322 in total compensated absence liabilities in the General Fund
as of September 30 2010 with 156905 due in the next fiscal year The Proprietary Fund had a total of
53457 in compensated absence liabilities with 43081 due in the next fiscal year

For more detailed information regarding the Citys capital assets and longterm debt please refer to the notes
to the financial statements
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Next YearsBudget and Rates

The City adopted the 2010 2011 budget at its September 20 2010 meeting The 2010 2011 General
Fund budget of11195100 includes a millage rate of51800

Requests for Information This financial report is designed to provide a general overview of the Citys
finances Questions concerning any of the information provided in this report or requests for additional
information should be addressed to City ofGroveland Finance Director 156 S Lake Avenue Groveland
Florida 34736 352 4292141
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CITY OF GROVELAND FLORIDA
STATEMENT OF NET ASSETS

SEPTEMBER 30 2010

Primary Government
Governmental Businesstype

Activities Enterprises Total
ASSETS

Current Assets

Cash and cash equivalents 4582762 567959 5150721
Receivables 73958 277462 351420
Due from other governments 5057 5057

Total Current Assets 4661777 845421 5507198
Noncurrent Assets

Restricted cash and cash equivalents 2851552 4247289 7098841
Bond and permit costs net 4810 249142 253952
Land 8265466 1160332 9425798
Capital assets net of accumulated depreciation

Buildings 1210265 130201 1340466
Machinery and equipment 1437967 444593 1882560
Infrastructure and improvements 3585295 32125 3617420
Water system 6747189 6747189
Sewer system 24310182 24310182

Total Noncurrent Assets 17355355 37321053 54676408
Total Assets 22017132 38166474 60183606

LIABILITIES

Current Liabilities

Accounts payable 178688 145406 324094
Due to other governments 832005 832005
Current portion long termdebt and capital leases 135941 221720 357661
Interest payable 76545 30944 107489
Compensated absences 156905 43081 199986
Customer deposits 380500 380500

Total Current Liabilities 1380084 821651 2201735
Noncurrent liabilities

Note payable 959034 983742 1942776
Capital leases 72002 10809 82811
Compensated absences 110417 10376 120793
Mortgage liabilities 3748563 3748563
Bonds payable 8249193 8249193

Total Noncurrent Liabilities 4890016 9254120 14144136
Total Liabilities 6270100 10075771 16345871

NET ASSETS

Invested in capital assets net of related debt 9583735 23359158 32942893
Net Assets

Restricted 3223128 4459084 7682212
Unrestricted 2940169 272461 3212630

Total Net Assets 15747032 28090703 43837735

Total Liabilities and Net Assets 22017132 38166474 60183606

The notes to the financial statements are an integral part of this statement 12
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CITY OF GROVELAND FLORIDA

BALANCE SHEET

GOVERNMENTAL FUNDS

SEPTEMBER 30 2010

Community
Redevelopment Total

General Agency Governmental
Fund Fund Funds

ASSETS

Cash and cash equivalents 6880031 554283 7434314
Receivables 73958 73958
Due from other governments 5057 5057

Total assets 6959046 554283 7513329

LIABILITIES AND FUND BALANCES

Liabilities

Accounts payable 173090 5598 178688
Accrued interest 72424 4121 76545
Compensated absences 156905 156905
Due to other governments 832005 832005

Total liabilities 1234424 9719 1244143

Fund balances

Reserved for

Building department 377544 377544
Impact fees 817028 817028
Police education fund 33236 33236
Infrastructure 1979795 1979795
Law enforcement trust fund 18525 18525
Unreserved undesignated 2498494 544564 3043058

Total fund balances 5724622 544564 6269186

Total liabilities and fund balances 6959046 554283

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 funds 14498993

Long term liabilities including bonds payable are not due and payable in
the current period and therefore are not reported in the funds 5021147

Net assets of governmental activities 15747032

The notes to the financial statements are an integral part of this statement 14



CITY OF GROVELAND FLORIDA
STATEMENT OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30 2010

Community
Redevelopment Total

General Agency Governmental

Fund Fund Funds

REVENUES

Taxes

Ad Valorem 2999327 289221 3288548
Sales 546564 546564
Franchise and utility taxes 1263286 1263286
Motor fuel 108139 108139

Licenses and permits 123684 123684
Intergovernmental 931588 931588

Charges for services 173933 1367 175300
Fines and forfeitures 100923 100923
Impact fees 122446 122446
Investment earnings 166060 166060
Miscellaneous 99259 4600 103859

Total Revenues 6635209 295188 6930397

EXPENDITURES

Current

General government 887372 887372
Public safety 3288086 3288086
Road and streets 437957 437957
Animal control 50857 50857
Parks and recreation 328222 328222
Community redevelopment 194497 194497

Debt service

Principal and interest 242036 267335 509371
Capital Outlay

General government 2183 2183
Public safety 135448 135448
Road and streets 89865 89865
Parks and recreation 56716 56716
Community redevelopment 72238 72238

Total Expenditures 5518742 534070 6052812

Excess of Revenues Over Under Expenditures 1116467 238882 877585

Other Financing Sources
lnterfund transfers in out 417675 282030 135645

Total Other Financing Sources 417675 282030 135645

Net change in fund balance 698792 43148 741940

Fund Balances Beginning of Year 5025830 501416 5527246

Fund Balances Ending of Year 5724622 544564 6269186

The notes to the financial statements are an integral part of this statement 15



CITY OF GROVELAND FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30 2010

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

Net change in fund balances total governmental funds 741940

Governmental funds report capital outlays as expenditures However in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense This is the amount by which capital outlays exceeded depreciation
in the current period 261658

The issuance of long term debt eg bonds leases provides current financial resources
to governmental funds while repayment of the principal of long term debt consumes
the current financial resources of governmental funds Neither transactions however
has any effect on net assets Also governmental funds report the issuance costs
premiums discounts and similar items when debt is first issued whereas these amounts
are deferred and amortized in the statement of activities This amount is the net effect
of these differences in the treatment of long term debt and related items 246021

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds 21669

Change in net assets of governmental activities 704634

The notes to the financial statements are an integral part of this statement 16



CITY OF GROVELAND FLORIDA
GENERAL FUND

STATEMENT OF REVENUES EXPENDITURES AND
CHANGES IN FUND BALANCE BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010

Variance with

Budgeted Amounts Final Budget
Actual Positive

Original Final Amounts Negative
Revenues

Taxes

Ad Valorem 2883100 2883100 2999327 116227
Sales 447600 447600 546564 98964
Franchise and utilities 1040600 1040600 1263286 222686
Motor fuel 79800 79800 108139 28339

Licenses and permits 128800 128800 123684 5116
intergovernmental 778500 778500 931588 153088
Charges for services 158000 158000 173933 15933
Fines and forfeitures 113800 113800 100923 12877
Impact fees 95000 95000 122446 27446
Investment earnings 150500 150500 166060 15560
Miscellaneous 71500 71500 99259 27759

Total Revenues 5947200 5947200 6635209 688009

Expenditures
Current

General government 1136900 1136900 957980 178920
Public safety 3685800 3685800 3594860 90940
Road and streets 522300 522300 527822 5522
Animal control 55500 55500 50857 4643
Parks and recreation 455400 455400 387223 68177

Total Expenditures 5855900 5855900 5518742 337 158

Excess of Revenues Over Under Expenditures 91300 91300 1116467 1025167

Other Financing Uses
Transfer out 1311100 1311100 417675 893425

Total other financing uses 1311100 1311100 417675 893425

Net change in fund balances 1219800 1219800 698792 1918592

Fund Balance Beginning 5025830 5025830 5025830 1183754

Fund Balance Ending 3806030 3806030 5724622 3102346

The notes to the financial statements are an integral part of this statement 17



CITY OF GROVELAND FLORIDA
STATEMENT OF NET ASSETS PROPRIETARY FUND

WATER SEWER AND SANITATION FUND
SEPTEMBER 30 2010

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

TOTALS

2010 2009

ASSETS

Current Assets

Cash and cash equivalents 567959 888700
Accounts receivable 277462 187505

Total Current Assets 845421 1076205

Restricted Assets

Cash and cash equivalents
Customer deposits 380500 369815
Impact fees 3286996 3106748
Debt service 171031 166511
Water revenue bonds reserve 408762 369727

Total Restricted Cash and Cash Equivalents 4247289 4012801

Deferred Charges
Bond issuance cost 101679 101679
Permit costs 258569 149476

360248 251155
Less accumulated amortization 111106 91606

Net Deferred Charges 249142 159549

Property Plant and Equipment
Land 1160332 1463795

Buildings and improvements 358476 355611
Water system 9527381 9394162
Sewer system 29341611 29094670

Equipment 1300776 1300776
41688576 41609014

Less accumulated depreciation 8863954 7599183

Net Property Plant and Equipment 32824622 34009831

TOTAL ASSETS 38166474 39258386

The notes to the financial statements are an integral part of this statement 18



TOTALS

2010 2009
LIABILITIES AND NET ASSETS

Liabilities

Current Liabilities Payable From Current Assets
Accounts payable and accrued expenses 145406 102080
Compensated absences 43081 35333
Current portion of long term debt and capital lease 79097 76844

Total Current Liabilities Payable From Current Assets 267584 214257

Current Liabilities Payable From Restricted Assets
Customer deposits 380500 369445
Revenue bonds 142623 135627
Accrued interest 30944 31800

Total Current Liabilities Payable From Restricted Assets 554067 536872

LongTerm Liabilities
Compensated absences 10376 9048
Capitalized lease 10809 26008
Revenue bonds 8249193 8391815
Notes payable 983742 1046978

Total LongTerm Liabilities 9254120 9473849

TOTAL LIABILITIES 10075771 10224978

Net Assets

Invested in capital assets net ofrelated debt 23359158 24332558
Restricted

4459084 4147632
Unrestricted 272461 553218

TOTAL NET ASSETS 28090703 29033408

TOTAL LIABILITIES AND NET ASSETS 38166474 39258386

The notes to the financial statements are an integral part of this statement 18



CITY OF GROVELAND FLORIDA
STATEMENT OF REVENUES EXPENSES AND CHANGES IN NET ASSETS

WATER SEWER AND SANITATION FUND
FOR TIIE YEAR ENDED SEPTEMBER 30 2010

WITH COMPARITIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30 2009

TOTALS

2010 2009

Operating Revenues
Water sales pledged as security for revenue bonds 2035228 2098665
Sanitation fees 771923 748104
Sewer charges pledged as security for revenue bonds 1052154 101564
Meter installations 27753 27406
New connections 43402 47276
Delinquent and late fees 45766 44195

Total Operating Revenues 3976226 3981287

Operating Expenses
Personal services 1327606 1296715
Operating expenses 1102482 1033476
Utility services 263763 253125
Repairs and maintenance 228298 167455
Engineering 606719 892715
Insurance 136213 139474
Depreciation and amortization 1284271 1275590

Total Operating Expenses 4949352 5058550

Operating Income Loss 973126 1077263

Nonoperating Revenues Expenses
Impact fees 419100 102451
Grant revenue 105928 34730
Donations 295

Interest revenue 70064 79216
Miscellaneous revenue expense 126355 86434
Loss on disposal of asset 36393
Interest expense 401923 409898

Total Nonoperating Revenues Expenses 3042 106772

Net Income Loss 942705 1184035

Net Assets Beginning of Year 29033408 30217443

Net Assets End of Year 28090703 29033408

The notes to the financial statements are an integral part of this statement 19



CITY OF GROVELAND FLORIDA
STATEMENT OF CASH FLOWS PROPRIETARY FUND

WATER SEWER AND SANITATION FUND

FOR THE YEAR ENDED SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30 2009

TOTALS

2010 2009

Cash Flows From Operating Activities
Cash received from customers 4026985 4081170
Cash payments to suppliers for goods and services 2294149 2462695
Cash payments for employee services

1318530 1321247

Net Cash Provided From Operating Activities 414306 297228

Cash Flows From Noncapital Financing Activities
Utility deposits received from paid to customers 11055 6295

Net Cash Provided From Noncapital Financing Activities 11055 6295

Cash Flows From Capital and Related Financing Activities
Principal paid on revenue bonds and notes payable 211808 205405
Acquisition and construction of capital assets 492119 599678Interest paid on revenue bonds and notes payable 402779 410229Proceeds from impact fees 419100 102451
Proceeds from grants 105928 34730

Net Cash Used by Capital and Related Financing Activities 581678 1078131

Cash Flows From Investing Activities
Interest and other

70064 79216

Net Cash Provided From Investing Activities 70064 79216

Net decrease in cash and cash equivalents 86253 695392

Cash and cash equivalents at beginning of year 4901501 5596893

Cash and cash equivalents at end of year 4815248 4901501

The notes to the financial statements are an integral part of this statement 20



CITY OF GROVELAND FLORIDA
STATEMENT OF CASH FLOWS PROPRIETARY FUND

WATER SEWER AND SANITATION FUND
FOR THE YEAR ENDED SEPTEMBER 30 2010

WITH COMPARATIVE TOTALS FOR THE YEAR ENDED SEPTEMBER 30 2009

TOTALS

2010 2009

Reconciliation Of Operating Income Loss To Net Cash
Provided From Operating Activities

Operating Loss 973126 1077263

Adjustment To Reconcile Operating Income Loss
To Net Cash Provided By Operating Activities

Depreciation and amortization 1284271 1275590
Increase decrease in accounts receivable 89957 13154
Increase decrease in accounts payable 43326 23550
Increase decrease in compensated absences 9076 24532
Interfund transfers 135645 86434
Sale of asset 5071
Donations

295

Total Adjustments 1387432 1374491

Net Cash Provided From Operating Activities 414306 297228

The notes to the financial statements are an integral part of this statement 21



CITY OF GROVELAND FLORIDA
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30 2010

1 Significant Accounting Policies

The City ofGroveland Florida is incorporated under the Special Acts of 1923 ofthe State ofFlorida
Chapter 9764 and operates under a CouncilMayor form of government under its charter adopted
pursuant to the laws ofthe State ofFlorida The City provides the following services public safety police
and fire highways and streets water sewer and sanitation culture and recreation and general
administrative services

The Community Redevelopment Agency was created by Ordinance 200205 15

The financial statements of the City ofGroveland Florida have beenprepared in conformity with generally
accepted accounting principles as applicable to governments Proprietary funds apply Financial Accounting
Standards BoardFASB pronouncements and Accounting Principles BoardAPB opinions issued on
or before November 30 1989 unless those pronouncements conflict with or contradict GASB
pronouncements in which case GASB prevails The following is a summary ofthe Citysmore significant
accounting policies

A Reporting Entity

These financial statements include all the Citysfunds There are no component units separate
governmental units agencies or nonprofit corporations which require inclusion in the Citysfinancial
statements

B Governmentwide and Fund Financial Statements

Governmentwide Financial Statements The governmentwide financial statements include the
statement ofnet assets and the statement ofactivities These statements report financial information
for the City as a whole excluding fiduciary activities such as employee pension plans Individual funds
are not displayed but the statements distinguish governmental activities generally supported by taxes
and City general revenues from businesstype activities generally financed in whole or in part with
fees charged to external customers The statement of activities reports the expenses ofa given
function offset by program revenues directly connectedwith the functional program A function is an
assembly ofsimilar activities and may include portions ofa fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity Program
revenues include 1 charges for services which report fees fines and forfeitures and other charges
to users ofthe Citysservices 2operating grants and contributions which finance annual operating
activities including restricted investment income and 3capital grants and contributions which fund
the acquisition construction or rehabilitation ofcapital assets and include fees todevelopers These
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revenues are subject to externally imposed restrictions to these program uses Taxes and other
revenue sources not properly included with program revenues are reported as general revenues

Fund Accounting The accounts of the City are organized on the basis of funds which are
considered a separate accounting entity The operations ofeach fund are accounted for with a
separate set ofself 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 various funds of the City are as follows

Governmental Funds

General Fund The General Fund is the general operating fund ofthe City It is used to account for
all financial resources except those required to be accounted for in another fund

Special Revenue Fund To account for the proceeds of specific revenue sources other than special
assessments expendable trusts or for major capital projects that are legally restricted to expenditure
for specified purposes

Proprietary Fund

Enterprise Fund The enterprise fund is used to account for operations a that are financed and
operated in a mannersimilar to private business enterprises where the intent of thegoverning body
is that the costs expenses including depreciation ofproviding goods or services to the general public
on a continuing basis be financed or recovered primarily through user charges or bwhere the
governing body has decided that periodic determination ofrevenues eamed expenses incurred andor
net income isappropriate forcapital maintenance public policy management control accountability
or other purposes

When both restricted and unrestricted resources are available for use it is the Cityspolicy to use
restricted resources first then unrestricted resources as they are needed

C Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus Governmental funds are accounted for using a current financial resources measurement focus
With this measurement focus only current assets and current liabilities generally are included on the
balance sheet Operating statements ofthis fund presents increasesierevenues and other financing
sources and decreasesie expenditures and other financing uses in net current assets

The governmentwide statements and proprietary fund are accounted for on a flow ofeconomic
resources measurement focus With this measurement focusall assets and all liabilities associated
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with the operation of these funds are included on the statement of net assets and balance sheet
respectively

Themodified accrual basis ofaccounting is used by all governmental fund types Under the modified
accrual basis of accounting revenues are recognized when susceptible to accrualiewhen they
become measurable and available Measurable means the amount of the transaction can be
determined and available means collectible within the current period or soon enough thereafter to
be used to pay liabilities ofthecurrent period The government considers property taxes as available
if they are collected within 60 days after year end A oneyear availability period is used for revenue
recognition for all other governmental fund revenues Expenditures are recorded when the related
fund liability is incurred Principal and interest on general longterm debt are recorded as fund
liabilities when due or when amounts have been accumulated in the debt service fund for payments
to be made early in the following year

All major revenues except forproperty taxes and licenses areconsidered measurable and available
and as such susceptible to accrual

Proprietary funds are accounted for using the flows of economic resources Recognition is given to
revenues when earned and expenses are recorded at the time liabilities are incurred Earned but
unbilled utility charges are not recorded at year end due to their immaterial amount

D Budgets and Budgetary Accounting

The City follows these procedures in establishing the budgetary data reflected in the financial
statements

1 The City Finance Directorsubmits to the City Council a proposed operating budget for the fiscal
year commencing the following October 1 The operating budget includes proposed
expenditures and the means of financing them

2 Public hearing are conducted at City Hall to obtain taxpayer comments

3 Prior to October 1 the budget is legally enacted through passage of an ordinance

The City Finance Director is authorized to transfer budget amounts between departments within
any fund however any revisions that alterthe total expenditures ofany fund must be approved
by the City Council

Formal budgetary integration is employed as a management control device during the year for
the General Fund
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Budgets are adopted for all funds Budget amounts for the governmental fund types are reported
in the financial statements A comparison ofbudgeted and actual budgetary basis expenses in
the enterprise fund is shown in notes to financial statements Number 2

The City is not on the encumbrance system and appropriations lapse at the end ofeach fiscal
year Supplemental appropriations were not made during the year The budget is adopted with
fund level control thus expenditures may not legally exceed budgeted appropriations at the fund
level

E Assets Liabilities and Fund Equity

1 Cash Cash Equivalents andInvestments For purpose of cash flows cash includes amounts
in demand deposits as well as shortterm investments withan original maturity date of three
months or less

Investments are stated at fair value

2 Receivables Water sewer and sanitation charges are recognized when billed Receivables are
shown netof an allowance for doubtful accounts The City has no concentration ofcredit risk

3 Duefrom other governmental units Those amounts that represent a claim against another
government are measurable and have been accrued

4 RestrictedAssets The restricted assets represent those assets which are earmarked for specific
purposes and cannot be used for paying general obligations The corresponding liability
designated as payable from restricted assets represents the current maturities for which the
restricted assets are accumulated

5 FixedAssets The fixed assets includes property plant equipment and infrastructureassets
see below are reported in the applicable governmental or business type activities columns in
the governmentwide financial statement Fixed assets are defined as assets with an initial
individual cost of more than1000and an estimated useful life in excess of one year Such
assets are recorded at historical cost or estimated historical cost ifpurchased or constructed
Donated fixed assets are recorded at estimated fair market value at the date of donation

The cost ofinfrastructure assets including road bridges curbs and gutters streets sidewalks
drainage systems and lighting systems are recorded in the governmentwidefinancial statements

Major outlays for fixed assets and improvements are capitalized as projects are constructed
Interest incurred during the construction phase ofcapital assets ofbusinesstypeactivities is
included as part of the capitalized value of the assets constructed
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The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized

Depreciation of fixed assets is computed using the straight line method over the following
estimated useful lives

Years
Buildings 40
Improvements 25 40
Machinery and equipment 5 15
Water and sewer systems 25 40
Infrastructure 20 30

6 LongTerm Obligations In the governmentwide financial statements and forproprietary fund
types in the fund financial statements longterm debt and other long term obligations are reported
as liabilities in the applicable governmental activities or proprietary fund type statement ofnet
assets Bond issuance costs are reported as deferred charges and amortized over the term ofthe
related debt

In the fund fmancial statements govennmental fund types recognize bond issuance costs during the
current period The face amount ofdebt issued is reported as other financing sources Issuance
costs whether or not withheld from the actual debt proceeds received are reported as debt
service expenditures

7 Risk Management The City is exposed to various risks of loss related to torts theft of damage
to and destruction ofassets errors and omissions natural disasters and job related illnesses or
injuries to employees Significant losses are covered through participation in a local government
nonassessable self insurance pool For these insured programs there have been no significant
reductions in insurance coverage

8 FundEquity Reserves represent those portions offund equity not appropriable for expenditure
or legally segregated for a specific future use Designated fund balances represent tentativeplans
for future use of financial resources

F Property Taxes Key dates in the property tax cycle latest date where appropriate are as follows

Lien date January 1
Assessment roll validated July 1
Millage resolution approved September 30
Beginning of fiscal year for which

taxes have been levied October 1

Tax bills rendered and due November 1

Property Taxes Payable
Maximum discount November 30

Delinquent April 1
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Tax certificates sold May 31

The statutory maximum tax rates which may be assessed by the City are as follows

Ad valorem millage 10 mills

Utility tax
Electric gas telephone 10

G Employee Benefits

Retired or terminated employees have the option ofcontinued participation in group insurance at the
employees own expense

The City changed its compensated absence policy from vacation and sick leave to personal leave
during the fiscal year ending September 30 2007Vested or accumulated personal leave that is
expected to be liquidated with expendable available financial resources is reported as an expenditure
and a fund liability of the governmental fund that will pay it Amounts of vested or accumulated
personal leave that are not expected to be liquidated with expendable available financial resources are
reported as longterm liabilities No expenditure is reported for these amounts Vested or accumulated
personal leave ofproprietary funds is recorded as an expense and liability ofthose funds as the benefits
accrue to employees

Personal leave accumulates at an equivalent of 1467hours per month Employees earn 96 hours a
year in medical related pay and 80 hours in vacation related pay A total of 600 hours of personal
leave can be accumulated with 100 being paid when employment ends

H Comparative Data

Comparative total data for the prioryear have been presented only for individual enterprise funds in
the fund financial statements in order to provide an understanding ofthe changes in the financial position
and operations of these funds

2 Stewardship Compliance and Accountability

A Enterprise Fund Budget Comparisons

Comparison of budgeted and actual budget basis expenses at the legal level of control for the
Enterprise Funds is presented as follows
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Water Sewer
and Sanitation Fund

Actual GAAP Basis 5351275

Add Principal payments 211808

Capital outlay 492119

Less Depreciation and amortization 1284271

Actual Budget Basis 4770931

Budget 6239800

Variance favorable unfavorable 1468869

3 Deposits and Investments

Deposits

The Florida Security for Depositors Act identifies those financial institutions that have deposited the
required collateral in the name ofthe Treasurer ofthe State ofFlorida as qualified public depositories The
City only places deposits with qualified public depositories Therefore all City deposits are either insured
by FDIC or FloridasMultiple Financial Institution Collateral Pool

Investments

State statutes and the Citys investment policies authorize investment in

1 The Local Government Surplus Funds Trust Fund or any intergovernmental investment pool
authorized pursuant to the Florida Interlocal Cooperation Act as provided in s 16301

2 Securities and Exchange Commission registered money market funds with the highest credit quality
rating from a nationally recognized rating agency

3 Interestbearingtime deposits or savings accounts in qualified publicdepositories as defined in s
28002

4 Direct obligations of the US Treasury

5 Ordinance No 90 12 15 and No 98 0403 authorize the City to invest surplus funds with a
brokerage firm in investments that would not be allowed by the Florida Security for Public Deposits
Act
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On February 17 2003 the City Council approved resolution 20030202authorizing the City to invest
surplus funds in the Local Government Surplus Funds Trust Fund commonly referred to as the SBA

The State Board ofAdministration Board was established on June 21 1928pursuant to Chapter 14486
1929 Laws of Florida The Board was subsequently created as a constitutional body corporate on
January 1 1943 under the provisions of Senate Joint Resolution No 324 1941 approved by the
electorate in November 1942 The Board is composed ofthe Governor as Chairman the State Treasurer
as Treasurer and the State Comptroller as Secretary and provides the following services by law 1
investment offunds ofthe FloridaRetirement System FRS 2 administration ofdebt service funds 3
investment of trust and agency funds and 4 distribution of the Second Gas Tax

The SBA is governed by Ch 197 ofthe Florida Administrative Code which identifies the Rules ofthe
State Board of Administration These rules provide guidance and establish the general operating
procedures for the administration ofthe SBA Additionally the Office oftheAuditor General performs
the operational audit of the activities and investments of the State Board of Administration
0

The SBA is not a registrant with the Securities and Exchange Commission SEChowever the Board has
adopted operating procedures consistent with the requirements for a 2a7 fund Therefore the pool
account balance amortized cost can be used as fair value for financial reporting

Financial statements for the Local Government Surplus Funds Trust Fund Investment Pool can be obtained
through the SBA website at wwwsbaFlacomSee Note 11 for additional information

Carrying Value Fair Value

Investment in Local Government Surplus Funds Trust 369053 369053

4 Receivables

General Enterprise Total

Receivable Fund Fund

Franchise fees 35466 35466

Utility taxes 38492 38492

Accounts 311877 311877

Gross receivables 73958 311877 385835

Less allowance for uncollectible 34415 34415

Net receivable 73958 277462 351420

29



5 General Fixed Assets

A summary of changes in general fixed assets follows

Balance Balance

October September 30
2009 Additions Deletions Depreciation 2010

Land 7998466 267600 8265466

Buildings 1836769 59829 1896598

Infrastructure and improvements 7540367 7540367

Equipment 3029066 309723 3338789

Total 20404668 636552 21041220

Less accumulated depreciation 5644019 898208 6542227

Net fixed assets 14760649 636552 898208 14498993

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

Governmental activities

General govemment 65397

Public safety 283515

Road and street 430410

Animal control 984

Physical environment 73106

Community redevelopment 44796

Total depreciation expense governmental activities 898208

6 Proprietary Fund Fixed Assets

A summary of proprietary fund fixed assets at September 30 2010 follows

Balance Balance
October 1 September

2009 Additions Deletions Depreciation 302010

Land 1463795 303463 1160332

Building 221078 221078

Infrastructure improvements 134533 2865 137398

Water system 9394162 133219 9527381
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Sewer system 29094670 246941 29341611

Equipment 1300776 1300776

Total 41609014 383025 41688576

Less accumulated depreciation 7599183 303463 1264771 8863954

Net fixed assets 34009831 383025 303463 1264771 32824622

7 Retirement Plan

The City has adopted a Defined Contribution Money Purchase Prototype Retirement Plan to provide
certain benefits for its employees in the event of their retirement from active service and for their
beneficiaries in the event of death

Eligibility

The plan covers any employee who on the plan effective date orany subsequent anniversary date has
completed one year of service with the City and attained age 18

Normal Retirement Age

The plan defines normal retirement age as the later of

a the participants65 birthday or
b the date ten years subsequent to the date oftheparticipantscommencement ofparticipation in this plan

or a predecessor plan which this plan amended and succeeded

Vesting Schedule

The Cityscontributions are vested to the individual participantsaccounts as follows

Years of Participation Vested

0 1 0

1 2 20

2 3 40

3 4 60

4 5 80

6 and up 100
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In a defined contribution plan benefits depend solely on amounts contributed to the plan plus investment
earnings City contributions and forfeited interest by employees who leave employment before vesting are
used to reduce the Citys currentperiod contribution requirement or is refunded to the City

Funding Policy

The plan is non contributory The City contributes 10 ofthe monthly compensationofeach participant
The Citys total payroll for the year ended September 30 2010 was3985075 The Cityscontribution
of 281025 was calculated on covered payroll of3542776

8 Long Term Debt

The following is a summary ofchanges in long term liabilities reported for governmental activities in the
government wide statement of net assets for the year ended September 30 2010

Balance Balance
October 1 September 30

2009 Additions Reductions 2010

Compensated absences 129420 19003 110417

Mortgage payable 3880356 90811 3789545
Note payable 1079034 120000 959034

5088810 229814 4858996

The longterm debt for governmental activities in the governmentwide financial statement of net assets is
comprised of the following at September 30 2010

Compensated absences represent the general fundsliability for accrued personal leave
110417

Mortgage payable to bank dated March 29 2004 for 350000 interest rate of375 due

in monthly installments of3515 for 120 months Secured by assignment oftax revenues
from the Community Redevelopment Agency 43040

Mortgage payable to bank dated June 13 2007 for2890000 interest rate of381
interest payments only in semi annual installments with total principal and accrued un paid
interest due October 1 2012 The loan is secured by 100 of theCitys law enforcement
impact fees and 60 of the Citysfire impact fees The City has elected to make principal
payments each month along with the interest payments but is not bound to make such
principal payments until maturity 2696005
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Mortgage payable to bank dated June 8 2007 for1200000interest rate of 381
interest payments only in semi annual installments with total principal and accrued unpaid
interest due October 1 2012 The loan is secured by 100 of the Citys administrative
facilities impact fees The City has elected to make principal payments each month along
with the interest payments but is not bound to make such principal paymentsuntil maturity 1050500

Note payable to bank dated August 22 2006 for1096000 interest rate of4975
interest payments only in monthly installments for 60 months Secured by assignment of
tax revenues from the Community Redevelopment Agency The City has elected to make
10000 principal payments each month along with the interest payments but is not bound
to make such principal payments until maturity 959034

Total 4858996

Interest expense of55137 was a direct expense ofthe CommunityRedevelopment Agency and interest
expense of 143795 was a direct expense of the general fund

The following is a summary of changes in long term liabilities ofthe proprietary fund for the year ended
September 30 2010

Balance Balance

October 1 September 30
2009 Additions Reductions 2010

Compensated absences 9048 1328 10376

USDA water revenue bonds payable 837000 27000 810000
USDA sewer revenue bonds payable 1595000 36000 1559000
USDA water and sewer bond 1891655 22538 1869117
payable
USDA water and sewer bond 4203787 50088 4153699
payable
Note payable State ofFlorida 1108653 61675 1046978

9645143 197301 9449170

The long term debt of the proprietary fund is comprised of the following at September 30 2010

Compensated absences representing the longtern portion ofthe proprietary fund liability
for accrued vacation and sick leave 10376

United States Department of Agriculture water revenue bonds original issue 998200
due serially in annual installmentsof9200to57000to September 2028 interest at 5
due annually 692000

United States Department of Agriculture water revenue bonds original issue 170000
due serially in annual installments of1000 to 10000to September 2028 interest at 5
due annually 118000
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United States Department of Agriculture sewer revenue bonds 1994 A Series original
issue1451000 due serially in annual installments ranging from 72550 to 88200 to
September 2033 interest at 5annually 1160000

United States Department of Agriculture sewer revenue bonds 1994 B Series original
issue 500000due serially in annual installments ranging from 25000 to 30050to
September 2033 interest at 5annually 399000

United States Department of Agriculture water and sewer revenue bond 2007A Series
original issue4309000due serially in annual installments ranging from 10912 to
214640 to September 2046 interest at4125 annually 4153700

United States Department of Agriculture water and sewer revenue bond 2007B Series
original issue1939000due senally in annual installments ranging from4911 to96586
to September 2046 interest at4125annually 1869116

State ofFlorida Revolving Fund Capitalization Grant SRF loan for sewer transmission
facilities The loan consists oftwo amounts of148125 at an interest rate of158 and
1222250 at a rate of 122 with a combined semi annual payment of 44609 The
loan matures September 2024 1046978

Total 9449170

The water and sewer revenue bonds and the SRF loan arepayable from and secured by a lien on the net
revenues ofthe water and sewer systems Florida Statute Section 2120552E and Attorney General
Opinion 8859 permit the use of infrastructure surtax funds to service bond indebtedness incurred
subsequent to July 1 1987 for infrastructure purposes

For the fiscal year ending September 30 2010 the Citys proprietary fund net revenues met the
requirement ofbeing at least 125 ofthe maximum bond service requirement on the outstanding debt
secured by such revenues

The annual requirements to amortize all longterm debt outstanding as of September 30 2010 including
interest payments of7786387 are as follows

Governmental Proprietary
Year Ending September 30 Activities Fund

2011 1191663 598730

2012 144523 598380

2013 3817876 598930

2014 597230

2015 598430

2016 2020 2990352

2021 2025 2899065

2026 2030 2406417
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2031 2035 1968467

2036 2040 1620317

2041 2045 1620317

2046 10376 110417

Total 5164438 16606502

9 Capital Leases

The City leases computer and related equipment under a capital lease in the fiscal year ending September
30 2010 The gross amount of assets recorded under the lease totaled 300010 The assets are
amortized over the lower oftheir related lease terms or their estimated useful lives Amortization expense
of 72531 is included in depreciation expense

Future minimum lease payments under the capital leases at September 30 2010 are as follows

Year ending September 30 Amount

2011 120188

2012 88641

2013 3554

Total minimum lease payments 212383

Less imputed interest 12313

Present value of net minimum

lease payment 200069

Less current maturities 110537

89532
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10 Reserved Fund Balances and Retained Earnings

Reserves have been established for the following items in the General Fund

Reservedfor Impact Fees Funds reserved by City ordinance for public safety park and recreational
and city administrative capital expenditures

Reservedfor Infrastructure Funds reserved by state statute for capital expenditures

Reservedfor Police Education Funds reserved by state statute for education of police officers

Reservedfor Law Enforcement Funds reserved specifically for drug investigations

Reservedfor Law Enforcement Communication Funds reserved by state statute for communication
expenditures by police departments

Reserved for Building Department Funds reserved by state statute for building department
expenditures

Reserved Fund Balance at September 30 2010 consisted of the following

Reserved for impact fee collection 814028

Reserved for building department 377544

Reserved for infrastructure 1979795

Reserved for police education 33236

Reserved for law enforcement 18525

Total reserved fund balance at September 30 2010 3223128

Net Assets Restrictions have been established for the following items

Restricted for debt service Funds reserved for debt service payments 620557

Restricted for water and sewer system expansion 3838527

Total restricted balance at September 30 2010 4459084
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11 Grants

The City received the following intergovernmental grants

Florida Department of Laws Enforcement

Criminal justice grant equipment purchases 80916

Department of Community Affairs

Hurricane clean up reimbursement 6526

Department of Homeland Security

SAFER grant fire department personnel 159322

Florida Department of Environmental Protection

Recreational park grant 152562

Amounts received or receivable from grantoragencies are subject to audit and adjustment by grantor
agencies Any disallowed claims including amounts already collected mayconstitutes a liability ofthe
applicable funds The amount ifany ofexpenditures which may be disallowed by the grantorcannot be
determined at this time although the City expects such amounts if any to be immaterial

12 Contingencies

The City is involved in various legal proceedings arising in the ordinary course ofbusiness In the opinion
ofmanagement although the outcome of any legal proceedings cannot be predicted the ultimate liability
ofthe City in connection with its legal proceedings will not have a material adverse effecton the financial
position or activities of the City

The City was unsuccessful in challenging the issuance ofa consumptive use permit by the St JohnsRiver
Water Management District to Niagara Bottling Company LLC Niagara during the year ending
September 30 2009 Niagara has filed motions to recover attorneys fees against the City as allowed
under Florida state statues The final hearing on the attorneys fees issue was held on March 30 2010 and
the parties submitted deposition transcripts and objections to the Administrative Law Judge A settlement
agreement was entered into January 5 2011 which grants Niagara a creditof124 million towards sewer
utility payments The City will pay incidental additional costs forNiagara butwill in turn receive Niagaras
wastewater at no charge The City intends to sell the wastewater for irrigation as reclaimed water
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13 State Board of Administration

At September 30 2010 the City had 368867invested inthe State Board ofAdministrationsLocal
Government Surplus Trust Fund Investment Pool Pool On November 29 2007 the State Board of
Administration implemented a temporary freeze on the assets held in the Pool due to an unprecedented
amount ofwithdrawals from the Fund coupled with the absence ofmarket liquidity for certain securities
within the Pool The significant amount of withdrawals followed reports that the Pool held asset backed
commercial paper that was subject to subprime mortgage risk On December 4 2007 based upon
recommendations from an outside financial advisor the State Board ofAdministration restructured thePool
into two separate pools Pool A consisted ofall money market appropriate assets while Pool B consisted
ofassets that either defaulted on a payment paid more slowly than expected andorhad any significant
credit and liquidity risk At the time ofrestructuring all current pool participants had their existing balances
proportionately allocated to Pool A and Pool B

Currently Pool A participants can withdraw any amount from Pool A without penalty New investments
in Pool A are not subject to the redemption fee or withdrawal restrictions Future withdrawal provisions
from Pool A will be subject to further evaluation based on the maturities ofexisting investments and the
liquidity requirements of the Pool

Currently Pool B participants are prohibited from withdrawing any amount form the Pool However a
percentage amount from Pool B are transferred to Pool A whenthose investments mature The amount
transferred is determined upon the total amount held in Pool B

As ofSeptember 30 2010 the City had 100822 and 268231 invested in Pool A and B respectively
Additional information regarding the Local Government Surplus Trust Fund may be obtained from the State
Board of Administration

14 Segment Information for Enterprise Funds

The City operates an enterprise fund which provides water and sewer services

Segment information for the year ended September 30 2010 is as follows

38



Total

Proprietary
Water Sewer Sanitation Fund

Operating Activities

Operating revenues 2129266 1075037 771923 3976226

Operating expense 1884700 1218439 561942 3665081

Depreciation 369485 914786 1284271

Operating Income 124919 1058188 209981 973126

Non Operating Income Expense

Impact fees 189175 229925 419100

Interest expenses 42522 359401 401923
Transfers 72978 199333 126355
Other non operating income 35033 104566 139599

Total non operating income expenses 181686 48068 199333 30421

Net Income loss 56767 1010120 199333 942705

Cash Flow

Cash flow provided used

Operating activities 244566 169740 414306

Noncapital financing 11055 11055

Capital financing 7430 574248 581678

Investing activities 63058 7006 70064

Total cash provided used 311249 397502 86253

Beginning cash 4901501 4901501

Ending cash 5212750 397502 4815248

Assets

Current assets 728388 52948 64085 845421

Capital assets 7630815 25193808 32824622

Other assets 3891714 604718 4496431

Total assets 12250916 25851473 64085 38166474

Current liabilities 601076 220576 821651

Longterm liabilities 1497163 7756957 9254120

Total liabilities 2098239 7977533 10075771

Net Assets

Beginning net assets 11524464 17445387 53437 29033408

Changes in net assets 56767 1010120 10648 942705

Ending net assets 11581231 16445387 64085 28090703

Invested in assets net 6027980 17331178 23359158

Restricted 3873040 586044 4459084

Unrestricted 251658 43282 64085 272461

10152678 17873941 64085 28090703
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15 Community Redevelopment Agency

The City established a Community Redevelopment Agency to redevelop blighted areas within the City
boundaries Property taxes collected from various agencies are utilized to fund these activities Included
in the audit and reported with and separately in the CitysFinancial Statements is the financial position and
activities of the CommunityRedevelopment Agency Fund as of and for the year ended September 30
2010

16 Interfund Transfer

The City transferred 282030 from the general fund to the special revenue fund CRA for its assessed
portion oftaxes in the CRA district and 135645 to the water and sewer fund for operating expenses
The water and sewer fund transferred real property to the CRA fund in the amount of 262000 for
eventual development and resale The CRA funds will be used to redevelop blighted areas
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CITY OF GROVELAND FLORIDA
GENERAL FUND

BALANCE SHEET

SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

TOTALS

ASSETS 2010 2009

Cash and cash equivalents 6880031 6119361
Accounts receivable 73958 64532
Due from other governmental units 5057 4513

TOTAL ASSETS 6959046 6188406

LIABILITIES AND FUND BALANCE

Liabilities

Accounts payable 173090 148278
Accrued interest payable 72424 71371
Compensated absences 156905 150629
Due to other governments 832005 792298

Total Liabilities 1234424 1162576

Fund Balance

Reserved

For building department 377544 577700
For impact fees collections 814028 865478
For infrastructure 1979795 1639089
For police education 33236 29794
For law enforcement 18525 20026

Unreserved undesignated 2501494 1893743

Total Fund Balance 5724622 5025830

TOTAL LIABILITIES AND FUND BALANCE 6959046 6188406
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CITY OF GROVELAND FLORIDA
GENERAL FUND

SCHEDULE OF REVENUES BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

VARIANCE

2010 FAVORABLE 2009

BUDGET ACTUAL UNFAVORABLE ACTUAL

Revenues

Taxes

Ad Valorem S 2883100 2999327 116227 3059133
Infrastructure surtax 447600 546564 98964 540306
Franchise fees 411000 503198 92198 453998

Utility service taxes 629600 760088 130488 682038
Local option gas tax 79800 108139 28339 98470

Total Taxes 4451100 4917316 466216 4833945

Licenses and Permits

Professional and occupational 15000 17954 2954 15388
Permits 113800 105730 8070 99539

Total Licenses and Permits 128800 123684 5116 114927

Intergovernmental
State revenue sharing 91900 104955 13055 103106
Mobile home licenses 5000 3920 1080 4408
Alcoholic beverage licenses 3000 1211 1789 1862
Halfcent sales tax 258000 323285 65285 315288
Onecent gas tax 23400 31886 8486 31402
County shared revenue 64500 65504 1004 10546
Grants 332700 400827 68127 513258

Total Intergovernmental 778500 931588 153088 979870

Charges For Services
Other public safety charges 36000 52091 16091 41122
Fire protections services 122000 121842 158 121842

Total Charges For Services 158000 173933 15933 162964
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CITY OF GROVELAND FLORIDA
GENERAL FUND

SCHEDULE OF REVENUES BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

VARIANCE

2010 FAVORABLE 2009

BUDGET ACTUAL UNFAVORABLE ACTUAL

Fines and Forfeitures

Court fines 60000 47392 12608 57760
Police education 3800 4090 290 3816
Law enforcement communication 15000 15394 394 14209
Other 35000 34047 953 1849

Total Fines and Forfeitures 113800 100923 12877 77634

Miscellaneous Revenues

Interest 150500 166060 15560 208734
Impact fees 95000 122446 27446 90862
Other income 23000 74985 51985 97328
Rents 48500 24274 24226 20791

Total Miscellaneous Revenues 317000 387765 70765 417715

Total Revenues 5947200 6635209 688009 6587055
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CITY OF GROVELAND FLORIDA
GENERAL FUND

SCHEDULE OF EXPENDITURES BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

VARIANCE

2010 FAVORABLE 2009

BUDGET ACTUAL UNFAVORABLE ACTUAL

GENERAL GOVERNMENT

Legislative
City Council

Personal services 60800 65009 4209 69982
Operating expenses 32300 28245 4055 30793

Total Legislative 93100 93254 154 100775

Executive

Personal services 239000 196296 42704 259184
Operating expenses 129500 98588 30912 115198
Capital outlay 5000 5000
Debt service 63400 57873 5527 80022

Total Executive 436900 352757 84143 454404

Building Department
Personal services 215000 203770 11230 213045
Operating expenses 168700 29163 139537 20619
Capital outlay 2183 2183
Debt service 5300 5276 24 5276

Total Building Department 389000 240392 148608 238940

Legal Services
City Attorney

Operating expenses 74000 106321 32321 79585

Comprehensive Planning
Personal services 69400 32818 36582 59615
Operating expenses 69200 127162 57962 129126
Debt service 5300 5276 24 5276

Total Comprehensive Planning 143900 165256 21356 194017

Total General Government 1136900 957980 178920 1067721

PUBLIC SAFETY

Law Enforcement

Personal services 1466900 1403334 63566 1407135
Operating expenses 244500 260340 15840 265632

Capital outlay 155400 135448 19952 32707
Debt service 110000 105108 4892 84688

Total Police Department 1976800 1904230 72570 1790162
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CITY OF GROVELAND FLORIDA
GENERAL FUND

SCHEDULE OF EXPENDITURES BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010
WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

VARIANCE

2010 FAVORABLE 2009

BUDGET ACTUAL UNFAVORABLE ACTUAL

PUBLIC SAFETY CONTINUED

Fire Department
Personal services 1141100 1131230 9870 1001140
Operating expenses 97400 93915 3485 121819
Capital outlay 9785
Debt service 62100 58656 3444 79873

Total Fire Department 1300600 1283801 16799 1212617

Detention

Personal services 341000 346553 5553 341791
Operating expenses 13800 8586 5214 12601
Capital outlay 12703
Debt service 5300 5276 24 5276

Total Detention 360100 360415 315 372371

Code Enforcement

Personal services 22300 22408 108 19092
Operating expenses 23700 21720 1980 29711
Debt service 2300 2286 14 2285

Total Fire Department 48300 46414 1886 51088

Total Public Safety 3685800 3594860 90940 3426238

TRANSPORTATION

Roads and Streets

Personal services 241800 233077 8723 305590
Operating expenses 220500 204880 15620 218047
Capital outlay 60000 89865 5600

Total Transportation 522300 527822 24343 529237

HUMAN SERVICES

Animal Control

Personal services 46600 43207 3393 45394
Operating expenses 8900 7650 1250 8242

Total Human Services 55500 50857 4643 53636
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CITY OF GROVELAND FLORIDA
GENERAL FUND

SCHEDULE OF EXPENDITURES BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30 2010

WITH COMPARATIVE TOTALS FOR SEPTEMBER 30 2009

VARIANCE

2010 FAVORABLE 2009

BUDGET ACTUAL UNFAVORABLE ACTUAL

CULTURE AND RECREATION

Parks and Recreation

Personal services 233300 229911 3389 134974
Operating expenses 117800 98311 19489 127578
Capital outlay 102000 56716 45284 123820
Debt service 2300 2285 15 2285

Total Culture and Recreation 455400 387223 68177 388657

Total Expenditures 5855900 5518742 367023 5465489

OTHER FINANCING SOURCES USES

Transfer to CRA Fund 282300 282030 270 293985
Transfer to Water Sewer Fund 1028800 135645 893155 86434

Total Other Financing Uses 1311100 417675 893425 380419
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CITY OF GROVELAND FLORIDA
COMMUNITY REDEVELOPMENT AGENCY FUND

SCHEDULE OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCES BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30 2010

VARIANCE

2010 FAVORABLE

BUDGET ACTUAL UNFAVORABLE
Revenues

Ad Valorem taxes 296400 289221 7179
Charges for services 5000 1367 3633

Miscellaneous Revenues

Contributions 2500 4600 2100

Total Revenues 303900 295188 8712

Expenditures
Personnel services 62800 62604 196

Operating expenses 202200 131893 70307

Capital outlay 1533700 72238 1461462
Debt service 271700 267335 4365

Total Expenditures 2070400 534070 1536330

Excess of Revenues Over Under Expenditures 1766500 238882 1527618

Other Financing Sources
Transfer from general fund 282300 282030 270
Proceeds from debt issuance 951000 951000

Total Other Financing Sources 1233300 282030 951270

Fund Balance Beginning ofYear 501416 501416

Fund Balance End of Year 31784 544564 576348
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REPORT ON INTERNAL CONTROL OVER 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 City Council
City of Groveland Florida

We have audited the financial statements ofthe governmental activities each major fund and the aggregate
remaining fund information ofCity of Groveland Florida as of and for the year ended September 30 2010
which collectively comprise the City ofGroveland Floridasbasic financial statements and have issued our
report thereon dated May 4201 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 ouraudit we considered Cityof Groveland Floridasinternal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements but not for the purpose of expressing an opinion on the effectiveness of the City of
Groveland Floridasinternal control over financial reporting Accordingly we do not express an opinion on
the effectiveness ofthe City of Groveland Floridasinternal 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 We did not identify any deficiencies in internal
control over financial reporting that we consider to be significant deficiencies

A control deficiency exists when the design oroperation ofa control does not allow management or employees
in the normal course ofperforming their assigned functions to prevent or detect misstatements on a timely basis
A significant deficiency is a control deficiency or combination ofcontrol deficiencies that adversely affects the
City ofGroveland Floridasability 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 likelihoodthat
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a misstatement ofthe Cityof Groveland Floridas financial statements that is more than inconsequential will
not be prevented or detected by the City of Groveland Floridasinternal control

A material weakness is a significant deficiency orcombination ofsignificant deficiencies that results in more
than a remote likelihood that a material misstatement ofthe financial statements will not be prevented or
detected by the City of Groveland Floridas internal control

Our consideration ofinternal control over financial reporting was for the limited purpose described in the first
paragraphof this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies ormaterial weaknesses We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses as defined above

Compliance and Other Matters

Aspart ofobtaining reasonable assurance about whether City of GrovelandFloridasfmancial statements are
free ofmaterial misstatement we performed tests ofits compliance with certain provisionsof laws regulations
contracts and grant agreements noncompliancewith 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
ofour tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards

This report is intended solely for the information and use ofthe City Council and management and is not
intended to be and should not be used by anyone other than these specified parties

Sfeenke griee 4 Meech n

Mount Dora Florida
May 4 2011
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MANAGEMENT LETTER

The Honorable Mayor and City Commissioners
City of Groveland Florida

We have audited the financial statements ofthe City ofGroveland Florida as ofand for the fiscal year ended
September 30 2010 and have issued our report thereon dated May 4 2011

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 oftheUnited States We have issued our Independent AuditorsReport
on Compliance and Internal Control over Financial Reporting Disclosures in those reports and schedule which
are dated May 4 2011 should be considered in conjunction with this management letter

Additionally our audit was conducted in accordance with the provisions ofChapter 10550 Rules of the
AuditorGeneral which govem the conduct oflocal govemmental entity audits performed in the State ofFlorida
and unless otherwise required to be reported in the report on compliance and internal controls orschedule
of findings and questioned costs this letter is required to include the following information

Section105541i1Rules ofthe Auditor General requires that wedetermine whether or not corrective
actionhas been taken to address significant findings and recommendations made in the preceding annual
financial audit report No recommendations were made in the preceding annual financial audit report

Section105541i2Rules ofthe AuditorGeneral requires our audit to include a review ofthe provisions
ofSection 218415Florida Statutes regarding the investment ofpublic funds In connection with ouraudit
we determined that the City complied with Section 218415Florida Statutes

Section105541i3Rules ofthe 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 we did not have any such recommendations
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Section105541i4Rules ofthe Auditor General requires that we address violations ofprovisions of
contracts and grant agreements or abuses 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

Section105541i5Rules ofthe Auditor General requires based upon professional judgement the
reporting of the following matters that are inconsequential to the financial statements considering both
quantitative and qualitative factors 1 violations oflaws rules regulations and contractual provisions or abuse
that have occurred orwere 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 3control deficiencies that are not significant deficiencies including but not limited to a
improper or inadequate accounting proceduresegthe omission ofrequired 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 comes to the attention of the auditor

Section105541i6Rules ofthe 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 CityofGroveland was established by
Special Acts of 1923 of the State of Florida Chapter 9764 The City had no component units

Section105541i7aRules of the Auditor General requires a statement be included as to whether ornot
the local governmental entity has met one or more ofthe conditions described in Section 2185031Florida
Statutes and identification ofthe specific conditions met Inconnectionwith our audit we determined that
the City ofGroveland did not meet any oftheconditions described in Section 2185031 Florida Statutes

Section 105541i7bRules ofthe Auditor General requires thatwe determine whether the annual financial
report for the City of Groveland for the fiscal year ended September 30 2010 filed with the Florida
Department ofFinancial Services pursuant to Section2187321aFlorida Statutes is in agreement with
the annual financial audit report for the fiscal year ended September 30 2010 In connectionwith our audit
we determined that these two reports were in agreement

Section105541i7cand 105567Rules oftheAuditor General require that we apply financial condition
assessment procedures In connection with our audit we applied financial condition assessment procedures
It is managementsresponsibility to monitor the entitysfinancial condition and our financial condition
assessment was based in part on representations made by management and the review offinancial information
provided by the same

This management letter is intended solely for the information City ofGroveland 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

Sxeezlee xra6 ee xecLn

Mount Dora Florida May 4 2011 51


