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PROFILE OF THE CITY

The City, incorporated in 1887, is the oldest municipality in Brevard County and part of a
metropolitan area of some 540,000 people. Growth has slowed significantly with only 65
housing starts last fiscal year, of which 47 were single-family and 18 were multi-family, There
were 6 new commercial buildings constructed. The population with the 2010 census data stands
at 24,926, or a 23.6% growth rate since 2000. The millage rate remained at 5.35 for the
Fiscal Year 2010. Assessed valuations have declined for two fiscal years and are believed to be
declining again. This will result in less revenue from property taxes.

Under its charter, the City operates as a Council-Manager form of government. The Mayor and
City Council are elected at large on a non-partisan basis with staggered three-year terms. They
are responsible for passing ordinances, adopting budgets, appointing commitees, and hiring the
City Manager, City Clerk, and City Attorney. The City Manager is responsible for carrying out
the policies and ordinances of the Council, overseeing daily operations, and appointing
department directors and all other employees of the City. The City currently has 238 full-time
equivalent positions and 7 part-iime positions, as well as volunteers in the Police and Fire
Departments.

The City provides a full range of services, including police and fire protection; public works,
including sanitation, stormwater management, street and sidewalk maintenance, etc.; planning,
community development and grants acquisition; building inspection services and code
enforcement; wastewater treatment and reclaimed water; and general administration and support
services. The City has three proprictary funds — wastewater treatment/reclaimed water,
stormwater, and sanitation. The City also has a Community Redevelopment Agency and
associated budget as outlined in Florida Statutes, Chapter 163. As for recreation and leisure
services, the City is part of a recreational district created by legislative act in 1971 that serves the
central mainland of Brevard County.

The annual budget is a foundation for the financial planning and control for the City and is meant
to further the Strategic Plan of the City. The budget process begins at Staff level in May of each
year and is worked through the Council Finance and Budget Committee in June, July, and
August. A public workshop is held in August and public hearings in September for adoption of
the budget to begin October 1 of each year. The annual tax millage rate is also established at the
same time as adoption of the budget.

The budgets are adopted by fund and department. The City Manager can make appropriate
transfers within departmental budgets without Council approval. Changes to overall budgets

require approval by the City Council. The City Council receives monthly reports of financial
conditions of the City, including comparisons as to budget and actual expenditures.

FACTORS AFFECTING FINANCIAL CONDITIONS

The City is part of a regional economy that has been in a recession over the past two years. As
the U. S. economy declined, so have the State, region and local economic conditions. The
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reserves to recover in reasonable time frames and continue to provide for orderly service
operations,

While the City has not yet reached build-out, the ability to expand the incorporated limits is
primarily focused on elimination of enclaves. Property values have now declined for three years
and uncertainty still exists. While redevelopment has been a positive for property values, it will
not have the desired results in the current market, The largest section of the General Fund
revenue is property taxes and with assessments falling, it is difficult to project the future. A
major financial condition that is unknown for upcoming fiscal years is the impact of statutory
property tax reform. The City will continue to monitor these requirements and calculate their
impacts upon the operations of the City.

With the uncertainties of budget dollars available, all aspects of governmental operations will
need to be reviewed and adjusted. I is anticipated that the current work force may have to be
reduced in the future. Personnel costs, including benefits such as health insurance, workers
compensation, and pension benefits consume the majority of budget dollars. It will be a
challenge to remain competitive with salaries as these lean times are experienced. Three
positions were eliminated in 2010.

Enterprise funds such as Sewer, Sanitation, and the Stormwater Utility, continue to meet
financial requirements, Fee increases are evaluated each year based on need and expansion
requircments. Federal and State requirements, especially unfunded mandates, will have direct
impact on all of these budgets.

CONCLUSION

The preparation of this report would not have been possible without the excellent work of the
Finance Division. An extensive amount of work occurs during the year, as well as during the
audit, to ensure accuracy and appropriate evaluation of procedures. Other City departments
contribute extensively to sound financial practices of this local government to ensure
accountability and the carrying out of the mission of the City. Appreciation is also expressed to
the independent audit team of Ed Christensen and Matthew Trine for their tireless efforts on this
yearly project. Also, appreciation is expressed to Donna Collins for the excellent work
performed in order to bring the City into compliance with GASB regulations, as well as the
preparation of the financial statements. Final thanks are expressed to you, the City Council, for
your direction during the year and trust in your staff to carry out your policies. It is truly a team
effort.

The 2010 Fiscal Year was a successful year that included street resurfacing, completion of
stormwater projects, reclaimed water system enhancements, expanded community outreach, park
improvements, pedestrian improvements, the completion of the U. S. 1 six-laning and the
beginning of construction of a new modern police facility. Most of all, City services have
continued to improve. The City looks forward to 2011 for the challenges and opportunities that
will come its way.
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Sincerely,

CITY OF ROCKLEDGE, FLORIDA
& \
O./w.wd TYL, A z

es P. McKnight David A. Henderson
City Manager Assistant City Manager
TPM:md
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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and
Members of City Council
City of Rockledge, Florida

We have audited the accompanying financial statements 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 Rockledge, Florida (the “City’), as of and for the year ended
September 30, 2010, which collectively comprise the City’s basic financial statements, as listed in the
table of contents. These financial statements are the responsibility of the City’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City
as of September 30, 2010, and the respective changes in the 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.

In accordance with Government Auditing Standards, we have also issued our report dated April 29,
2011, on our consideration of the 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
conjunction with this report in considering the results of our audit.

535 DELANNOQY AVENUE e« POST OFFICE BOX 129 » COCOA, FLORIDA 32923-0129
TELEPHONE: 321.636.0426 » FAX: 321.636.4986 » www.davieshpouser.com
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The Honorable Mayor and
Members of City Council
City of Rockledge, Florida

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and the required supplementary information, as listed in the
table of contents, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquires of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquires, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section and the other
supplementary information section, listed in the table of contents, are presented for additional analysis
and are not a required part of the financial statements. The other supplementary information section is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The other supplementary
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole. The introductory
section has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

" D Aanri ot

Davies, Houser & Secrest, CPA, P.A.
April 29, 2011
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Rockledge (the City), we offer readers of the City’s financial
statements this narrative overview of the financial activities of the City for the fiscal year ended
September 30, 2010, We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal, which
can be found on Pages vi to x of this report.

FINANCIAL HIGHLIGHTS

e Total assets and liabilities of the City as of September 30, 2010, were $106,154,635 and
$17,694,361, respectively.

e City-wide total revenues ($24,735,052) consisted of $7,960,319 of charges for services,
$1,160,988 in grants and capital contributions and $15,613,745 of general revenues. Total
expenses were $22,989,529.

e The assets of the City exceeded its liabilities at the close of the most recent fiscal year by
$88,460,274 (net assets). Of this amount, $17,932,112 (unrestricted net assets) may be used
to meet the City’s ongoing obligations to its citizens and creditors.

e The City’s total net assets increased by $1,745,523 or 2.0%. The governmental net assets
increased by $1,356,159 or 2.9%, and the business-type net assets increased by $389,364 or
0.98%. There were no transfers from the governmental funds to the proprietary funds during
the vear.

e At the end of the current fiscal year, unreserved fund balance for the General Fund was
$7,703,185 or 48.6% of the total expenditures and transfers out.

s Net assets of the Administrative Employees, Police, and Firefighters Pension Trust Funds
increased by $995,725, $650,934, and $803,273, respectively. These increases weie the
result of consist contribution revenues coupled with the restoration of positive investment
income during the current year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial
statements, The City’s basic financial statements comprise three components: (1) government-
wide financial statements; (2) fund financial statements; and (3) notes to the financial statements.
This report also contains ofher required supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances in a manner similar to a
private-sector business.

The statement of net assets presents information on all the City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardiess of the timing of the related cash



flows. Thus, revenues and expenses are reported in the statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned, but unused,
vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the City include
general government, administrative services, city attorney, mayor and council, public works,
planning and development, police, fire, and beautification and parks. The business-type
activities of the City include sewer, stormwater utility, and sanitation services.

The government-wide financial statements can be found on Pages 13 through 15 of this report.

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 finance-related legal requirements. All of the funds of the City can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of spendable
tesources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

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

The City maintains seven individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund and Community
Redevelopment Agency (CRA), which are the City’s only major governmental funds. Data from
the other governmental funds are combined into a single, aggregated presentation. Individual
fimd data for each of these nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund and the CRA. Budgetary
comparison schedules have been provided for the General Fund and CRA to demonstrate
compliance with the budget and are presented as required supplementary information.

The basic governmental funds financial statements can be found on Pages 16 and 18 of this
report.

Proprietary funds. The City maintains three enterprise funds to report the same functions
presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its wastewater system, stormwater utility, and sanitation services
operations. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary funds financial statements provide
separate information for each individual Enterprise Fund.






A significant portion of the City’s net assets (73.7%) reflects its investment in capital assets {(e.g.,
land, buildings, machinery, and equipment) less any related debt used to acquire those assets that
are still outstanding. The City uses these capital assets to provide services to its citizens;
consequently, these assets are not available for future spending. Although the City’s 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. This category represented 74.5% of net assets in the prior
year. Thus, the relative increase in investments in capital assets ($545,071 or .71%) grew at a
slower pace than total net assets ($1.7 million or 2.0%) of the City as a whole.

An additional portion of the City’s net assets (6.0%) represents resources that are subject to
external restrictions on how they may be used. This would include unspent funds designated for
CRA, transportation and other capital projects, unexpended impact fee collections required to be
used for the renewal and replacement of the wastewater system, and amounts required to be set
aside for debt service and the operation of the building department. The remaining balance
($17,932,112 or 20.3%) represents unrestricted net assets that may be used to meet the City’s
ongoing obligations to its citizens and creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three
categories of net assets, both for the City as a whole, as well as for its separate governmental and
business-type activities. The same situation held true for the prior fiscal year.

Governmental activities. Governmental activities increased the City’s net assets by $1,356,159
compared to $846,447 in the prior year. This increase resulted primarily from cost controlling
measures taken by the City which were partially offset by decreases in revenues. In the
Statement of Activities the most significant decreases in expenses from the prior year were:
police (decrease of $333,054), fire (decrease of $721,410) and public works (decrease of
$698,335). Implementation of governmental accounting standards regarding Other Post
Employment Benefits and changes in methodology for estimating accrued sick leave resulted in
significant accruals for these activities during the prior year. For 2010, these accruals reflect a
single year accrual resulting in large declines in expense for these activities. Increased expenses
f0r$genera1 government and planning and development provided an offsetting expense increase
of $641,873.

The largest offsetting revenue declines were property taxes (decrease of $769,099) and
incremental taxes (decrease of $120,491). Franchise fees and investment earnings also declined
when compared with 2009,
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Revenue by Source — Governmental Activities
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Business-type activities. Business-type activities increased the City’s net assets by $389,364
compared to an increase of $586,869 in the prior year. On the Statement of Net Assets, capital
assets asset balances remained fairly consistent with the prior year. Liabilities decreased
reflecting principal payments on enterprise fund indebtedness.



On the Statement of Activities, revenues and expenses remained fairly consistent with the prior
year. Interest income declined roughly $190,000. This was somewhat offset by a slight increase
in charges for services. For fiscal 2010 the General Fund did not transfer funds to the proprietary
funds as in the prior year. The most significant change resulted from a decrease in accraals for
compensated absences and Other Post Employment Benefits]

Expenses and Program Revenues — Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

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

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

At the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $14,812,707, an increase of $372,086 when compared to the prior year. Of this
total amount, $7,703,185 represents the General Fund unreserved fund balance, which is
available for spending at the City’s discretion and $2,400,089 of unreserved fund balances in the
CRA and special revenue funds which are restricted by law or administrative action for specific
purposes. The remainder of fund balance is reserved to indicate that it is not available for
spending, because it has already been committed to inventories ($134,163), prepaid expenses
($114,011), public safety programs ($60,831), and capital projects ($3,600,428). Reserved fund
balance also includes $800,000 for an advance from the general fund to the CRA.

The General Fund is the primary operating fund of the City. At the end of the current fiscal year,
unreserved fund balance of the General Fund was $7,703,185, while total fund balance reached
$12,410,118. As a measure of the General Fund's liquidity, it may be useful to compare both
unreserved fund balance and total fund balance to the fund’s total operational expenditures.
Unreserved fund balance represents 48.6% of total expenditures and transfers out for recurring
operational costs reported in other funds, while total fund balance represents 78.2% of that same
amount.

The General Fund’s fund balance decreased by $364,836 during the current fiscal year. The City
had budgeted to break even and continue to provide the same level of services to its residents and
businesses. This decrease is the result of general government expenditures slightly below budget
while revenues were smaller than anticipated by a greater margin.



Financial highlights of the City’s other governmental funds are as follows:

CRA - In its sixth year of existence, the CRA fund balance increased by $578,340 after
increasing $850,704 in the prior year. The revenues for this fund are derived from the additional
tax revenue generated by new construction and, as the CRA is just beginning to implement plans
and improvements to the area, funds were expended primarily on the construction of Barton
Boulevard Streetscape and Infrastructure Improvements and debt service. A transfer of $911,314
consisting of taxes generated by the 'incremental’ growth between the current value and the base
year value was made from the General Fund to the CRA pursuant to an interlocal agreement with
Brevard County,

During fiscal 2008, an advance from the General Fund of $1,500,000 was also received by the
CRA. The outstanding balance at September 30, 2010 was $800,000. Expenditures for on-going
construction projects and debt service were $661,847 and $380,617, respectively for a total of
$1,042,464 in the current year. The influx of cash from the General Fund helped offset the
increase in expenditures for the year, providing the CRA a positive unreserved fund balance of
$329,056 at September 30, 2010. This represents an improvement over the negative unreserved
fund balance of $249,284 from the prior year.

Non-Major Funds - Expenditures of $1,673 on various road improvement projects throughout
the City offset the interest earned on unexpended cash balances in the Transportation Impact Fee
Fund. The Rockledge Designation Trust expended $24,286 and $120,616 on public safety, and
community improvement and park projects, respectively, and experienced a decrease in its fund
balance of $67,148 to finish the year at $366,617. The U.S. 1 Corridor Fund received $304,200
intergovernmental revenues to cover various planned construction projects along the U.S. 1
Corridor payment. Activity in the Law Enforcement Trust and Taylor Park Trust funds remained
consistent with prior years.

Proprietary funds. The City’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.

Changes in the net assets of the proprietary funds are summarized below.,

Schedule of Changes in Net Assets

Wastewater Sanitation Stormwater
System Services Utility

Unrestricted net assets, September 30, 2009 $ 4,824.211 $ 1,233,393 $ 607,997
Increase {decrease) in net assets (89,900) 388,392 90,872
{Increase) decrease in net assets invested in capital
assets net of related debt (532,566) (16,801) 15,194
Decrease in net assets restricted for renewal and
replacement 056,179 -
Increase in net assets restricted for debt service (12,1003 -
Increase (decrease) in urrestricted net assets 321,613 371,591 106,066
Unrestricted net assets, September 30, 2010 $ 5,145,824 $ 1,604,984 $ 714,063

-10-




GENERAL FUND BUDGETARY HIGHLIGHTS

Budgeted expenditures for the General Fund were increased by approximately $600,000 from the
original budget to the final budget (an increase of 3.8%). These increases (decreases) can be
summarized as follows:

¢ Administrative Office $(14,640)
e Police $ 833,545
e Public Works $(171,520)
¢ General Government $ (60,933)
e Fire Department $ 11,315

Expenditures in all general fund departments were within budgeted amounts for the year ended
September 30, 2010 except for the police department. The significant increase in the budget was
to provide for construction costs for the new police station. Year end accruals for construction
related expenditures caused the departmental expenditures to be over budget at September 30,
2010.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City’s investment in capital assets for its governmental and business-type
activities as of September 30, 2010, amounts to $77,749,295 (net of accumulated depreciation}.
This investment in capital assets includes land, buildings, improvements, infrastructure, vehicles,
furniture and equipment, transmission lines and facilities, and streets and drainage.

The total increase in the City’s investment in capital assets for the current fiscal year was
$545,071 or .71%. The increase relates primarily to the purchase of vehicles ($110,000),
construction projects completed during the current year ($1 million increase) and infrastructure
increases due to parks and roads ($1.5 million increase). This increase in capital assets was
offset by depreciation expense for the current year of approximately $2 million, Capital assets
are discussed more fully in footnote 3 of the financial statements,

Schedule of Capital Assets (Net)

Governmental Activities Business-type Activities Total
2010 2000 2010 2009 2010 2009
Land § 14032371 $ 13986370 $§ 3468310 § 3463310 3% 17,500,681 § 17,454,680
Ruildings 3,483,872 2,960,271 13,006,707 13,006,707 16,490,579 15,966,978
Improvenents 943,676 250,230 - - 943,676 250,230
Equipment 3,701,710 3,667,491 1,759,115 1,731,980 5,460,825 5,399,471
Vehicles 3,913,022 3,806,749 3,143,480 3,013,989 7,056,502 6,820,738
Inlrastructure 24,390,805 23,873,043 33,770,814 32,289,036 58,161,619 56,162,079
Construction-in-progress 1,684,418 2,012,355 3,424 955 4,100,288 5,109,373 6,112,643
$ 52,149874 $ 50,556,509 § 58,573,381 $ 57610310 § 110,7233255 § 108,166,819
Accumulated depreciation (12,887,402) (11,816,127} {20,086,558) {19,146,468) (32,973,960 {30,962,595}
Total $ 39262472 § 38740382 § 138486,823 $ 38463842 § 77749295 % 77,204,224
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CITY OF ROCKLEDGE, FLORIDA

STATEMENT OF ACTIVITIES
For the year ended September 30, 2010

Net Revenues (Expenses) and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Unit
§ (1,708,017) 3 - $ (1,708,017}
(862,100) - (862,100
(35,013) - (35,013)
(95,315) - (95,315)
(4.857,231) - (4,857,251)
(3,342,875} - (3,542,873)
(2,466,747} - (2,466,747)
{439,716} - (439,716)
(9,160) - {9,160)
(119,073) {119,073)
40,370 - 40,370
{14,094,897) - (14,094,897}
- (244.835) (244.835)
- 382,745 382,745
- 88,763 88,763
- 226,675 226,675
(14,094,897) 226,675 (13,868,222)
$ 1,252
6,723,392 - 6,723,392 -
692,445 - 692,445 -
548,534 - 548,534 -
1,111,947 - 1,111,947 -
1,709,518 - 1,709,518 -
582,816 - 582,816 -
3,125,557 - 3,125,557 -
544,052 - 544,052 -
193,148 162,689 355,837 -
219,647 - 219,647 -
15,451,056 162,689 15,613,745 -
1,356,159 389,364 1,745,523 1,252
46,814,435 35,900,316 86,714,751 470,662
$ 48,170,594 $ 40,289,680 $ 88,460,274 $ 471,514

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

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
September 30, 2010

Business-type Activitics
Enterprise Funds

Major Funds
Wastewater Sanitation Stormwater
System Services Utility Total
Increase (decrease) in cash and cash equivalents:
Cash flow from operations:
Cash received (rom customers $ 3,738,121 $ 2,605,092 $ 806,853 7,170,066
Cash paid to employees for services {1,283,390) (1,374,226) (128,666) (2,786,282)
Cash paid to suppliers of other goods and services {1,424,396) (714,972 (857,544) (2,996,912)
Net cash provided by (used in} operating activities 1,050,335 515,894 {175,357) 1,386,872
Cash flows from capital and related financing activities:
Sewer Impact fees/ Capital Contributions 199,600 - 48,164 247,764
Acquisition and construction of capital assets (1,159,720) {129,491) (83,860) (1,373,071)
Proceeds from notes - - - -
Principal paid on bonds, notes and advances (393,822) (190,895) (384,717)
Interest paid on indebtedness (411,254) - {29,553} (440,807)
Capital acquisition grants 217,700 - 33,794 251,494
Net cash flows from capital and related
financing activities (1,547,496) (129,491} {222,350) (1,899,337)
Cash flow from investing activities:
Intcrest on invesiments 159,999 5,647 2,107 167,753
Sale {purchase) of investments 439,511 - - 439,511
Net cash flows from investing activities 599,510 3,647 2,107 607,264
Net increase {decrease) in cash and cash equivalents 102,349 392,050 (399,600) 94,759
Cash and cash equivalents at beginning of year 3,560,821 826,725 480,849 4,868,395
Cash and cash equivalents al end of year $ 3,663,170 % 1218775 $ 81,249 4,963,194
Classified as:
Current assets 433,548 1,218,775 81,249 1,733,572
Restricted assets 3,229,622 - - 3,220,622
Totals $  3.663,170 $ 1,218,775 $ 81,249 4,963,194
Continued

The notes to the financial statements are an integral part of this statement.
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CITY OF ROCKLEDGE, FLORIDA
STATEMENT OF CASH FLOWS - Continued

PROPRIETARY FUNDS
For the year ended September 30, 2010

Business-type Activities

Enterprise Funds
Major Funds
Wastewater Sanitation Stormwater
System Services Utility Total
Reconciliation of operating income (loss) to net
cash provided by (used in} operating activities:
Operating income (loss) 35,109 382,745 {428,654) {10,800)
Adjustments not affecting cash:
Depreciation 947,451 112,690 289,949 1,350,090
Amortization 12,299 - - 12,299
(Increase) decrease in assets and increase
(decrease) in liabilities:
Accounts and notes receivable (69,617) (35,313) (2,466) (107,356)
Due from other governments 27,581 9,928 2,510 40,019
Inventory - - - -
Other assets (8,045) (14,439 (16,170} (38,654)
Accounts and retainages payable 78,764 (6,867) (24,380) 47,517
Due to other funds 7,783 31,908 - 39,691
Other Post Employment Benefits 13,796 18,572 1,592 33,960
Accrued liabilities 5,214 16,670 (1,738) 20,146
Total adjustments 1,015,226 133,149 249,297 1,397,672
Net cash provided by (used in) operating activities $1,050,335 $515,894 $(179,357) § 1,386,872

The notes to the financial statements are an integral part of this statement.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

For each fund, no more than five percent (5%) of fund assets may be invested in the securities (of
whatever type) of any one issuing company, excluding the U. S. Government and its agencies. No
investment may exceed five percent (5%) of the outstanding capital stock of any one company.

The aggregate investments in common and capital stock and convertible securities (at cost) may not
exceed seventy-five percent (75%) of the assets of the funds. Each fund maintains a list of
prohibited investment security types.

Maturity Datc
1-5 Over
Years Five Years Fair Value
General Employees:
U.S. Government securities 5 1,146,725 h 813,680 $ 1,960,405
Federal agencies 716,926 - 716,926
Corporate bonds and notes 221,333 810,347 1,031,680
Total $ 2,084,984 $ 1,624,027 3,705,001
Investments nol subject to categorization:
Common stocks 5,005,153
Total investments 5 8,714,204
Police Officers:
1J.S. Government securities 788,190 572,240 % 1,360,430
Federal agencies 490,118 - 490,118
Corporate bonds and notes 152,497 564,588 717,085
Total $ 1,430,845 5 1,136,828 2,567,633
Investments not subject to categorization:
Common stocks 4,337,127
Total investments $ 6,904,760
Firefighter Employces:
.S, Government securities b} 778,805 £ 554,488 $ 1,333,293
Federal agencies 481,433 - 481,433
Corporatc bonds and notes 154,616 552,690 707,306
Total $ 1,414,854 b 1,107,178 2,522,032
Invesiments not subject te categorization:
Common stocks 4,171,285
Total investments $ 6,693,317

(1) Inierest Rate Risk — To mitigate interest rate risk, the funds investment policy requires that the
portfolio be structured with sufficient liquidity to meet the finds” obligations as they come due.

(2) Credit Risk — The three (3) pension trust funds each hold cash in their respective fund
accounts. To mitigate credit risk, the time, savings and money market deposits of each fund in an
institution may not exceed the Federal Deposit Insurance Corporation (FDIC) insurance coverage
held by that institution for those amounts.

(3) Custodial Risk — To mitigate custodial risk, all cash and securities are held in accounts
bearing the name of the respective fund. Securities in such accounts, even though held in the
“street name” are considered held in the name of the fund. Fund managers are required to carry
errors and omissions insurance coverage.

(4) Concentration of Credit Risk — Each of the investment policies require that investments be
diversified by security type. FEach fund has a manager tasked to invest the fund assets in a
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

diversified portfolio of equities, fixed income and cash equivalent securities. Each fund has an
independent investment consultant to evaluate the performance of the investment manager.

G. RECEIVABLES

For the Wastewater System, Sanitation Services and Stormwater Utility Funds operating
revenues are generally recognized on the basis of cycle billings rendered monthly. The amount
of services delivered for the period from the last billing date to September 30, 2010 (unbiiled
receivable), is estimated and accrued at year end.

H. PROPERTY TAXES

Under Florida law, the assessment of all properties and the collection of all City property taxes
are consolidated in the offices of the County Property Appraiser and County Tax Collector. The
laws of the State of Florida regulating tax assessment are also designed to assure a consistent
property valuation method statewide. State statutes permit cities to levy property taxes at a rate
of up to ten (10) mills. The operating millage rate in effect for the fiscal year ended
September 30, 2010, was 5.65 mills.

All property is assessed according to its fair market value on January 1 of each year and at that
time a lien is placed on the property for the taxes. The tax levy of the City is established by the
Council prior to October 1 of each year and the Brevard County Property Appraiser incorporates
the City's millage into the total tax levy, which also includes Brevard County, the Brevard
County School Board, and the St. Johns Water Management District's tax requirements.

The following procedures were completed on or about the dates listed during the property tax
levy process.

July 1 - The Brevard County Property Tax Appraiser (the County Property Appraiser)
forwarded to the City a certification of value of all real property within the City's boundaries
which included the current year's taxable values, new construction, annexations, deletions,
prior year taxable value, prior year millage rates, prior year ad valorem tax proceeds, and
roll-back rates.

July 20 - The Council sets the current year millage rate at not more than 110 percent (110%)
of the rolled-back millage rate.

August - Notices of the proposed ad valorem tax assessments were mailed to each property
owner by the County Property Appraiser.

September 5 - As required by the State of Florida, a public meeting is held within 80 days of
receipt of the certification of value to consider the budget and ad valorem tax millage rate.

September 16 - Within 15 days of the meeting at which the Council adopted a tentative
budget, the City advertised its intent to adopt a final budget and millage rate.

September 21 - A final budget and millage rate hearing was held during which the Council
set the current year's millage rate,

November 1 - Tax notices were mailed to each property owner by the County Property
Appraiser’s oftice.

All taxes are billed on November 1 of each year or as soon thereafter as the assessment roll is
certified and delivered to the County Tax Collector. All unpaid taxes become delinquent on



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

April 1 following the year in which they are assessed. Discounts are allowed for early payment
at the rate of four percent (4%) in the month of November, three percent (3%) in the month of
December, two percent (2%) in the month of January and one percent (1%) in the month of
February. The taxes paid in March are without discount.

On or prior to June 1 following the tax year, certificates are sold for all delinquent taxes on real
property. Application for a tax deed on any unredeemed tax certificates may be made by the
certificate holder after a period of two years. Unsold certificates are held by the County.

[. INVENTORIES

Inventories held by the General, Wastewater System, and Sanitation Services Funds consist
principally of chemicals, maintenance supplies, gas, and diesel fuel. The costs of inventories are
reported as expenditures when consumed rather than purchased and adjustments were made at
year end to reflect actual physical inventory. All inventories of the General Fund are reserved
against the fund balance. Inventories are valued at cost, using a first-in, first-out flow
assumption.

J. CAPITAL ASSETS

Property, plant and equipment purchased or acquired are carried at histotical cost or estimated
historical cost. Contributed assets are recorded at fair market value as of the date received. The
City defines capital assets as assets with an initial, individual cost of more than $750 and an
estimated useful life in excess of two years. 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.

Property, plant, and equipment are depreciated using the straight line method over the following
useful lives:

Years Classification

7-40 Buildings
10-40 Improvements other than buildings
3-20 Machinery and furniture
4-2( Vehicles (including heavy equipment)
40 Water and sewer lines
20-40 Transmission facilities

K. INTANGIBLES

Bond issuance costs for government-wide and proprietary fund types are deferred and amortized
over the term of the bonds using the straight-line method, which approximates the effective
interest method. Bond issuance costs and City contributions to the pension trust funds in excess
of actuarial requirements are recorded as deferred charges.

L. DEFERRED REVENUES

Deferred revenues include occupational license fees collected before year-end but not due until
Qctober 1 of the following fiscal year.

M. PREPAIDS
Prepaids represent payments to vendors for services that will benefit the City beyond

September 30, 2010, These payments are recorded as expenditures or expenses when utilized
rather than when cash is paid to the respective vendor.
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NOTE 3 - CAPITAL ASSETS (continued)

Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Capital assets, not being depreciated:
Land 3 3,468,310 § - 3 - 3 3,468,310
Construction-in-progress 4,100,288 518,108 (1,193,441) 3,424,955
Total capital assets, not being depreciated 7.568,598 518,108 (1,193,441) 6,893,265
Capituf assets, being depreciated:
Buildings 13,006,707 - - 13,006,707
Machinery and equipment 1,731,980 27,135 - 1,759,115
Vehicles 3,013,989 129,491 - 3,143,480
Waste and transmission lincs and facilities 32,289,036 1,891,778 {410,000) 33,770,814
T'otal capital assels, being depreciated 50,041,712 2,048,404 (410,000} 51,680,116
Less accumulated depreciation for:
Buildings (5,021,178) (322,369) (5,343,747)
Machinery and equipment (1,289,407 (471,209) - (1,760,616)
Vehicles (1,892,689) (140,452) - (2,033,141}
Waste and transmission lines and facilities (10,943,194) {415,860) 410,000 (10,949,054)
Total accurnulated depreciation {19,146,468} (1,350,090) 410,000 (20,086,558)
Total capital assets, being depreciated, net 30,895,244 698,314 - 31,593,558
Business-type activities capital assets, net $ 38463842 $ 1,216,422 § (1,193,441) § 38,486,823

NOTE 4 - WASTEWATER SYSTEM BONDS

The Sewer Refunding Revenue Bonds, Series 2001 (the 2001 Series Bonds) is the sole
outstanding bond issue of the City. These bonds were issued on April 15, 2001, and contained an
original principal balance of $8,790,000 with an average interest rate of 4.8 percent (4.8%).
Interest is payable semiannually on April 1 and October 1 with principal payable on October 1 of
each year. These bonds have a final maturity date of October 1, 2025, and the amount
outstanding as of September 30, 2010, is $6,750,000.

A. BOND CONVENANTS
The 2001 Series Bonds resolutions provide for:
1) Establishment and Maintenance of Various Accounts:

s Revenue fund records all operating revenues and expenses of the system;
e Payment account records all debt service requirements including the reserve account;

e Renewal and replacement fund records all the improvements, extensions, and
replacements of the system; and

e Connection fee account records the receipt of impact fees and the cost of acquiring
and constructing improvements or additions to the wastewater system.
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DAVIES. HOUSER & SECREST, CPA, P.A.

BUSINESS CONSULTANTS AND FAMILY WEALTH PLANNERS

Sharcholders/Directors Directors Emeritus
Edward R. Christensen Floyd C. Lemmon
Stephen A. Ellis Walter E. Secrest
Todd M. Russell William R. Kidd

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Mayor and
Members of City Council
City of Rockledge, Florida

Compliance

We have audited the compliance of the City of Rockledge, Florida (the City) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal
programs for the year ended September 30, 2010, The City’s major federal programs are identified in the
summary of auditors’ results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of City’s management. Qur responsibility is to express an
opinion on the City’s compliance based on our andit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and OMB Circular A-133, dudiis of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133,
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a ditect and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
City’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit doss not provide a legal determination on the City’s compliance with those requirements.

As described in item 2010-1 in the accompanying schedule of findings and questioned costs, the City has
been notified by the State of Florida Division of Emergency Management that the entire project under
DCA agreement 06-WL-&K-06-15-02-615, commonly referred to as the Barton Park Regional
Stormwater Facility, did not comply with applicable eligibility requirements. Compliance with such
requirements is necessary, in our opinion, for the City to comply with the requirements applicable to that
program.

In our opinion, except for the noncompliance described in the preceding paragraph, the City complied, in
all material respects, with the compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs for the year ended September 30, 2010.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the City’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal program

535 DELANNOY AVENUE s POST OFFICE BOX 129 s COCOA, FLORIDA 32923-0129
TELEPHONE: 321.636.0426 e FAX: 321.636.4986 e www.davieshouser.com
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The Honorable Mayor and
Members of City Council
City of Rockledge, Florida

to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, o prevent or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in_internal control over compliance is a
deficiency, or combination of deficiencies, in internal conirol over compliance such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

Schedule of Expenditures of Federal Awards

We have andited the accompanying financial statements 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 as of and for the year ended September 30, 2010, and have issued our report
thereon dated April 29, 2011, Our audit was performed for the purpose of forming opinions on the
financial statements that collectively comprise the City’s basic financial statements as a whole. The
accompanying schedule of expenditures of federal awards is presented for the purposes of additional
analysis as required by OMB Circular A-133, and Chapter 10.550, Rules of the Auditor General, and is
not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements taken as a whole.

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

entity, specific legislative or regulatory bodies, federal and state awarding agencies and pass-through
entities, and is not intended to be and should not be used by anyone other than these specified parties.

7 ey il

Davies, Houser & Secrest, CPA, P.A.
April 29, 2011
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CITY OF ROCKLEDGE, FLORIDA
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2010

Section I - Summary of Independent Auditor's Results

Financial statements

Type of auditor's Report Issued: Unqualified opinion
Material weakness(es) identified Yes X
Significant deficiencies Yes X

Federal Awards

Internal control over financial reporting:

Material weakness(es) identified __ Yes _X

Significant deficiencies Yes X
Type of report Issued on compliance for major federal programs:  Qualified opinion
Audit findings disclosed that are required to be reported _ X _ Yes L
in accordance with section 510(a) of Circular A-1337 Finding 2010-1

Identification of Major Federal Programs:

CFDA Number Name of Federal Programs

97.036 U.S. Department of Homeland Security
Disaster Grants- Public Assistance

U.S. Department of Justice

Byrne Memorial Justice Assistance Grants
16.803 ARRA - Law Enforcement Vehicle Purchases
16.808 ARRA - Neighborhood Watch program

Dollar threshold used to distinguish between
Type A and Type B programs: Federal $300,000

Auditee qualified as a low risk auditee? X Yes

Section II - Financial Statement Findings

None Reported.
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CITY OF ROCKLEDGE, FLORIDA

Schedule of Findings and Questioned Costs - Continued
For the Year Ended September 30, 2010

Section III - Findings and Questioned Costs - Major Federal Awards Programs Audit

Reference Number: 2010-1 Disaster Grants - Public Assistance - CFDA No. 07.036, Grant No.06-WL-&K-
06-15-02-615; Grant period - Year ended September 30, 2010

Criteria . Eligibility

Statement of Condition: During its Final Tnspection and Large Project Closeout, the State of Florida Division

of Emergency Management (DEM) asserted the Barton Park Regional Stormwater Park is not an eligible

facility according to the FEMA Public Assistance (PA) Guide and PA digest as a facility under construction and/or
not in active use at the time of the disaster.

QOuestioned Costs: $662,685 (the entire project)

Perspective Information : In October 2005 Hurricane Wilma struck the Florida peninsula causing a breech in the
City's Barton Park Regional Stormwater Facility (the Facility). Due to the amount of sediment introduced into the
Facility when the breech occurred, the St. John's Water Management District (SJWMD) would not allow the City

to pump out the remaining water to affect needed repairs until the "turbidity" of the water was sufficiently low. In the
interim, the City administration met with State DEM, regional Federal Emergency Management Agency (FEMA)

and STWMD representatives to devise and gain approval of a plan to repair the damage to the facility. Once the
turbidity levels were within an acceptable range, STWMD gave the city the authorization to affect the repairs

needed to restore the facility to its pre-disaster condition. The City then instructed its contractor to affect the
necessary repairs.

The ultimate completion of repairs to the Facility initially delayed by the unacceptable turbidity of the water within
the Facility was further delayed by the collapse of the construction industry that resulted in the contractor being
unable to dispose of the fill dirt removed from the Facility and being stored on-site in a timely manner. Payment to the
contractor for the affected repairs was withheld until the work was completed per the applicable agreement.

The final expenditure ($465,014) for the affected repairs was made in December 2009 and a resultant receivable

was recorded. As of the report date, the receivable remains uncollected and FEMA has de-obligated not only the
receivable amount but an additional $197,671 it had paid in prior years on the premise the project was ineligible from
the onset due to the facility being under construction at the time of the disaster. The City is in complete disagree-
ment with this conclusion and is vigorously pursuing action to overturn it through the appeals process.

Cause: Project funding de-obligated upon Final Inspection and Large Project Closeout.

Effect: Should the assertion of the DEM prevail, it appears the City will be obligated to repay the $197,671
previously received for the project. Should the City sncceed in overturning the finding, it appears they would be
eligible for an additional reimbursement of $465,014.

Recommendation: The City should continue to work with the grantor agencies to resolve the matter.

Section IV - Prior Year Audit Findings

No findings were reported.
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DAvVIES, HOUSER & SECREST, CPA, P.A.

BUSINESS CONSULTANTS AND FAMILY WEALTH PLANNERS

Sharcholders/Directors Directors Emeritus
Edward R. Christensen Floyd C. Lemmon
Stephen A, Ellis William R. Kidd

Todd M. Russel!

INDEPENDENT AUDITOR’S MANAGEMENT LETTER

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

We have audited the financial statements of the City of Rockledge, Florida (the City), as of and
for the year ended September 30, 2010, and have issued our report thereon dated April 29, 2011.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America: the standards applicable to financial audits contained in Government Audit
Standards, issued by the Comptroller General of the United States and OMB Circular A-133
Audits of States, Local Governments, and Nin-Profit Organizations. We have also issued our
Independent Auditor’s 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, Independent Auditor’s Report on Compliance with
Requirements Applicable to Each Major Federal Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133, and Schedule of Findings and Questioned
Costs. Disclosures in those reports, which are dated April 29, 2011, and schedule should be
considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550,
Rules of the Auditor General, which govern the conduct of local governmental entity audits
performed in the State of Florida. This letter includes the following information, which is not
included in the aforementioned auditor’s reports or schedule:

Departments Excceding Their Legally Adopted Budget

Section 166.241 Florida Statutes requires budgets to regulate expenditures of a municipality and
makes it unlawful to expend or contract for expenditures except in pursuance of budgeted
appropriations, During the year ended September 30, 2010, the police department exceeded its
legally adopted budget by $75,900 due to the year-end accrual of over $200,000 of costs related
to the construction of the new police station.

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. Except as noted below, corrective actions have been
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The Honorable Mayor and
Members of the City Council
City of Rockledge, Florida

Current Year Resolution: The City has assigned responsibility for property record
maintenance to appropriate personnel and has begun designing policies and procedures to
tag all assets and reconcile the city-wide physical inventory to computerized records.
However the process is incomplete as of the report date so the comment has been
repeated this year.

City’s Response: The City anticipates finalizing the procedures to establish appropriate
controls regarding maintenance of tangible personal property and inventory records in the
current fiscal year.

2009-B.  Reimbursement of Employee Expenses

Prior year tests of travel vouchers revealed vouchers were, at times, reimbursed even
though it was not submitted within 10 working days of the traveler’s return, as required
by City Code Section 2-184.

As we have previously suggested, we believe the City should consider revising the 10
working days rule if it is deemed too onerous to enforce.

Current Year Finding: Our previous discussions with City management have indicated
the 10 working days rule is, at times, unworkable and revisions to the policy are in order.
The City’s staff has determined an increase from the 10 working days time limit
contained in Code Section 2-184 to 15 working days is more realistic and will ease the
reporting process and enhance compliance.

Recommendation: Now that a determination has been made, we recommend Code
Section 2-184 be amended as quickly as possible.,

City’s Response: As of the report date, City staff is drafting the proposed language for
the change and anticipates forwarding said change for Council action.

Current Year Resolution: We consider this matter resolved, once the council has
deliberated the matter.

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its
distribution is not limited. Auditing standards generally accepted in the United States of
America require us to indicate that this letter is intended solely for the information and use of the
mayor, City Council, management, and the Florida Auditor General, and is not intended to be,
and should not be, used by anyone other than these specified parties. '

BRI/

Davies, Housér & Secrest, CPA, P.A.
April 29, 2011
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