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WILLIAMS,
McCRANIE,

. WARDLOW

& CASH, PA.

CERTIFIED PUBLIC ACCOUNTANTS

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

Honorable City Commission
City of Dade City
Dade City, Florida

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of City of Dade City, Florida,
as of and for the year ended September 30, 2006, which collectively comprise the City’s
basic financial statements as listed in the table of contents. These financial statements
are the responsibility of City of Dade City, Florida’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We have conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptrolier 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 inciudes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the City of Dade City as of September 30, 2006,
and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.
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Honorable City Commission
City of Dade City
Dade City, Florida

In accordance with Government Auditing Standards, we have also issued our report
dated January 11, 2007, on our consideration of the City of Dade City’s internal control
over financial reporting and on. our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information on
pages 3 through 8 and 16, are not a required part of the basic financial statements, but
is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

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

<. \ ) P,
% jams, ﬂﬁcﬁma/gow & éas[h, P.A:.,OA

Inverness, Florida
January 11, 2007



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section provides a discussion and analysis of the financial activities for the City of Dade
City, Florida, for the period of October 1, 2005 through September 30, 2006. Please read this
information in conjunction with the audited financial statements, which follow this
discussion.

FINANCIAL HIGHLIGHTS

e Total net assets of the primary government increased $1.71 million to $21.33 million.

e Governmental activities had program revenues of $656,533, general revenues of
$4,985,420, and net transfers of $106,166. Total expenses were $4,744,453.

e Business-type activities had program revenues of $3,390,006, general revenues of
$146,450, and net transfers of ($186,188). Total expenses were $2,637,913.

e The county-wide one-cent infrastructure surtax, which was effective January 1, 2005,
generated revenues of $629,717 in its first full year of collections.

e The city entered into lease purchase agreements totaling $508,287 during the fiscal year
for capital items, which will be repaid primarily through infrastructure surtax monies.

USING THIS REPORT

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

The financial statements consist of four parts:

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

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

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

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



OVERALL FINANCIAL POSITION

Dade City finished the fiscal year with $21.33 million of net assets for the total primary
government. The primary government has two parts, governmental activities and business-
type activities, which are described in more detail under the fund analysis section.
Investments in capital, such as buildings, equipment, and infrastructure, which are shown net
of related debt, make up 54%, or $11.47 million, of total net assets. An additional $2.55
million, or 12%, of net assets are legally restricted for certain purposes and uses. The balance
of $7.31 million, or 34%, in net assets is unrestricted and available to meet the city’s ongoing
obligations.

CONDENSED STATEMENT OF NET ASSETS

Governmental Activities Business-Type Activities Total Government
2006 2005 2006 2005 2006 2005

Assets:

Current and other assets 6,587,921 5,485,726 5,350,151 4,273,685 11,938,072 9,759,411

Capital assets 4,628,679 4,214,328 11,254,064 11,531,063 15,882,743 15,745,391
Total assets 11,216,600 9,700,054 16,604,215 15,804,748 | 27,820,815 | 25,504,802
Liabilities:

Current and other liabilities 136,002 105,281 558,725 115,358 694,727 220,639

Long-term liabilities 1,233,496 751,337 4,555,023 4,911,278 5,788,519 5,662,615
Total liabilities 1,369,498 856,618 5,113,748 5,026,636 6,483,246 5,883,254
Net assets:

Invested in capital, net of debt 4,220,392 4,214,328 7,253,670 7,164,138 11,474,062 11,378,466

Restricted 1,577,266 995,589 979,509 864,840 2,556,775 1,860,429

Unrestricted 4,049,444 3,633,519 3,257,288 2,749,134 7,306,732 6,382,653
Total net assets 9,847,102 8,843,436 11,490,467 | 10,778,112 | 21,337,569 19,621,548

Dade City also has a component unit, the Community Redevelopment Agency, which has net
assets of $349,616. This represents an increase of $135,165, since revenues from the tax
increment financing by the city and county exceeded the agency expenses for the year. These
assets are restricted for specific purposes within the defined redevelopment area.

Excluding the component unit, the total primary government had an increase of over $1.71
million in net assets as a result of activities during the fiscal year. Governmental activities
had an operating surplus of $898,285, while net transfers and gain on sale of assets increased
assets by $105,381, creating a net increase of $1,003,666. Compared to the previous year,
operating results improved by $500,977 while net transfers and gains on sales of assets
increased by $23,847. The collection of impact fees and the first full year of infrastructure
surtax receipts has provided an increase in restricted assets that will be used for future capital
projects. Business-type activities had an increase in net assets of $712,355 after deducting a
$186,188 net transfer to governmental activities. The $98,876 increase in the operating
results of business-type activities from the previous year is due primarily to the receipt of
additional grant funding.

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



CONDENSED STATEMENT OF ACTIVITIES

Governmental Activities Business-Type Activities Total Government
2006 2005 2006 2005 2006 2005
REVENUES
Program revenues:
Charges for services 632,966 570,354 3,083,576 3,022,143 3,716,542 3,592,497
Operating grants 23,567 238,619 306,430 81,786 329,997 320,405
Capital grants - 19,774 - - - 19,774
General revenues:
Property taxes 1,723,537 1,402,909 - - 1,723,537 1,402,909
Other taxes and fees 2,583,500 2,221,450 - - 2,583,500 2,221,450
Intergovernmental revenues 302,096 300,331 - - 302,096 300,331
Other revenues 377,072 269,373 166,844 117,596 543,916 386,969
Total revenues 5,642,738 5,022,810 3,556,850 3,221,525 9,199,588 8,244,335
EXPENSES
Program expenses:
General government 1,171,078 1,169,951 - - 1,171,078 1,169,951
Public safety 2,212,149 2,116,562 - - 2,212,149 2,116,562
Physical environment 265,487 300,204 2,637,913 2,471,791 2,903,400 2,771,995
Transportation 702,430 632,372 - - 702,430 632,372
Culture and recreation 393,309 406,413 - - 393,309 406,413
Interest on long-term debt - - - - - -
Total expenses 4,744,453 4,625,502 2,637,913 2,471,791 7,382,366 7,097,293
Excess / (deficiency) 898,285 397,308 918,937 749,734 1,817,222 1,147,042
Net transfers 106,166 90,644 (186,188) ($136,255) (80,022) 45,611
Gain on sale of fixed asset (785) (9,110) (20,394) - (21,179) (9,110)
Change in net assets 1,003,666 478,842 712,355 613,479 1,716,021 1,092,321
Net assets — October 1, 2004 8,364,594 10,164,633 18,529,227
Net assets — September 30, 2005 8,843,436 10,778,112 19,621,548
Net assets — October 1, 2005 8,843,436 10,778,112 19,621,548
Net assets — September 30, 2006 9,847,102 11,490,467 21,337,569

FUND ACTIVITY

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

Taxable property values in Dade City increased approximately 12% this year, reflecting
increases in other areas of the county that have come from rising home prices. There is still
little growth in state revenues, so general fund increases in personnel and operating costs
have been partially offset by other budget reductions. The contracting for fire suppression
services with the county has enabled the city to reduce expenses while still providing
residents with fire protection through county services; however, the county now charges city
residents an additional property tax for that service, which further limits the millage rate that
the city can charge.

Business-type activities are city services that charge fees to pay the costs of those services. In
Dade City, that includes the water and sewer utilities fund as well as the sanitation fund. The
utility fund charges rates and fees that pay the costs of providing the water and sewer service.



A rate increase of approximately 3% was made this year to keep up with the rising costs of
maintaining the utility system. The utility fund also transfers monies to the general fund. The
sanitation fund is responsible for garbage collection through a service agreement with an

outside contractor.

GENERAL FUND BUDGET VARIATIONS

Original Final 2006 | Actual 2006 | Actual 2005
2006 Budget Budget Results Results
REVENUES
Taxes and special assessments 2,792,670 2,792,670 2,962,709 2,254,859
Licenses and permits 179,750 179,750 136,955 128,769
Intergovernmental revenue 764,940 764,940 853,557 1,586,429
Charges for services 176,900 206,900 136,460 109,448
Fines and forfeitures 25,850 26,615 35,160 26,776
Miscellaneous revenue 311,100 342,078 441,511 355,600
Net transfers 721,440 721,440 501,208 552,629
Total revenues 4,972,650 5,034,393 5,067,560 5,014,510
EXPENSES
Current:
General government 1,176,425 1,182,529 1,024,036 1,112,675
Public safety 2,143,150 2,206,537 2,119,038 1,982,934
Physical environment 260,770 291,985 253,729 264,829
Transportation 731,874 734,249 651,959 602,659
Culture and recreation 428,160 428,255 379,447 387,035
Contingency 124,471 87,471 - -
Capital outlay 107,800 103,367 51,701 113,189
Principal retirement - - 12,500 61,361
Interest and fiscal charges - - - 2,421
Total expenses 4,972,650 5,034,393 4,492,410 4,527,103
Increase (decrease) in
cash reserves - - 575,150 487,407

The original and final budgets were balanced using cash reserves. Significant variations

between the original budget and the final budget in the general fund are due to:

e the addition of $30,000 in permit fees from St. Leo (due to a large project at St. Leo
University) to pay for additional personnel in the Building Inspections department,
o the addition of $30,828 in prior year cash balances to pay for the expenditure of prior

year encumbrances, and

e the transfer of $32,000 in contingency funds to pay unbudgeted personnel costs in the

police department.

Significant variations between the final budget and the actual results in the general fund (in
addition to the changes mentioned above) are due to:
e tax collections were higher than budget amounts,

e interest earnings on cash balances increased,




o liability insurance premiums were lower than anticipated,

e city hall improvements and some public works maintenance projects were postponed, and
* some position vacancies were unfilled for a portion of the year.

Federal Emergency Management Agency (FEMA) monies received during the year were
used to replenish the cash reserves that funded hurricane costs. Insurance premiums and fuel
costs will continue to be budget concerns. Postponed projects will likely be carried forward
to later years. Other variations mentioned above are not expected to have significant impacts
on future budgets.

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

CAPITAL ASSETS

Dade City lists capital assets totaling $15.88 million. Most of those assets ($11.25 million)
are in the utility system improvements and infrastructure. Amounts in the following table are
shown net of accumulated depreciation, where applicable. Capital assets of governmental
activities were previously recorded in a separate account group and did not include
depreciation, but are now reported as part of those activities and depreciated as appropriate.

Governmental Activities Business-Type Activities Total Primary Government
2006 2005 2006 2005 2006 2005

Land 541,017 - 541,017 405,901 405,901 946,918 946,918
Buildings,
Improvements and 262,376 280,132 374,116 236,381 636,492 516,513
Construction In
Progress
Equipment 1,188,505 756,398 356,982 342,492 1,545,487 1,098,890
Infrastructure 2,636,781 2,636,781 10,117,065 10,546,289 12,753,846 13,183,070
Totals 4,628,679 4,214,328 11,254,064 11,531,063 15,882,743 15,745,391

LONG-TERM DEBT ACTIVITY

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

The city initiated five capital leases during the fiscal year for equipment purchases. Four of
the leases are under the Florida League of Cities’ lease program for local governments with
Bank of America. The fifth lease, for computer system upgrades, was made directly with the
Bank of America. Most of these lease obligations will be paid with infrastructure surtax
monies, with only a small portion coming from general operating funds. The leases are all
scheduled to be paid off in five years.



