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Basic Financial Statements



Governmental Business-type
Activities Activities Total

Assets
Cash and cash equivalents 885,580$         3,807,111$     4,692,691$   
Accounts receivable, net 65,609 790,552 856,161 
Accrued interest receivable 27,942 128,210 156,152 
Internal balances 17,512 (17,512) - 
Due from other governments 84,029 490,644 574,673 
Inventory - 125,859 125,859 
Restricted cash and cash equivalents 4,830 311,306 316,136 
Note receivable 471,429 - 471,429 
Other assets - 63,308 63,308 
Capital assets 

Nondepreciable 2,437,472 499,071 2,936,543 
Depreciable, net 601,331 8,719,143 9,320,474 

Unamortized bond costs - 4,501 4,501 

Total assets 4,595,734 14,922,193 19,517,927 

Liabilities
Accounts payable 53,493 605,673 659,166 
Accrued expenses 17,066 10,823 27,889 
Accrued interest payable - 9,820 9,820 
Customer deposits - 179,126 179,126 
Long-term liabilities

Due within one year
Accrued compensated absences 25,727 16,236 41,963 
Revenue bonds payable - 39,000 39,000 
Note payable 85,933 - 85,933 

Due in more than one year
Accrued compensated absences 22,196 14,276 36,472 
Revenue bonds payable, net - 1,733,000 1,733,000 
Note payable 385,496 - 385,496 

Total liabilities 589,911 2,607,954 3,197,865 

Net assets
Invested in capital assets, net of related debt 3,038,803 7,446,214 10,485,017 
Restricted for

Law enforcement 4,830 - 4,830 
Debt service - 127,909 127,909 

Unrestricted 962,190 4,740,116 5,702,306 

Total net assets 4,005,823$      12,314,239$   16,320,062$ 

City of Blountstown
Statement of Net Assets

September 30, 2007

See accompanying notes to financial statements.
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Operating Capital
Charges for Grants and Grants and Governmental Business-type

Expenses Services Contributions Contributions Activities Activities Total
Functions / Programs
Primary government

Governmental activities
General government 264,100$        135,202$        -$                    -$                    (128,898)$       -$                    (128,898)$      
Public safety 917,624 31,671 29,114 - (856,839) - (856,839) 
Highways and streets 676,365 26,819 - - (649,546) - (649,546) 
Culture and recreation 5,770 - - 278,263 272,493 - 272,493 

Total governmental
activities 1,863,859 193,692 29,114 278,263 (1,362,790) - (1,362,790) 

Business-type activities
Electric 3,074,792 3,737,940 - - - 663,148 663,148 
Water 341,680 436,330 - - - 94,650 94,650 
Sewer 637,768 572,220 - 449,476 - 383,928 383,928 
Natural Gas 619,714 623,385 - - - 3,671 3,671 
Sanitation 291,358 303,570 - - - 12,212 12,212 
Cemetery 340 7,800 - - - 7,460 7,460 
Interest on long-term debt 82,649 - - - - (82,649) (82,649) 

Total business-type
activities 5,048,301 5,681,245 - 449,476 - 1,082,420 1,082,420 

Total primary government 6,912,160$     5,874,937$     29,114$          727,739$        (1,362,790) 1,082,420 (280,370) 

General revenues
Taxes:
Franchise and public service taxes 375,011 - 375,011 
Property taxes, levied for general purposes 79,174 - 79,174 
Local option taxes 123,345 - 123,345 
State shared revenues 169,521 - 169,521 
Miscellaneous 81,256 15,975 97,231 

Total general revenues 828,307 15,975 844,282 
Interest earnings 42,504 210,114 252,618 

Total general revenues and interest 870,811 226,089 1,096,900 
Capital contributions - 
Transfers 655,620 (655,620) - 

Total general revenues, interest and transfers 1,526,431 (429,531) 1,096,900 

Change in net assets 163,641 652,889 816,530 

Net assets - beginning 3,842,182 11,661,350 15,503,532 

Net assets - ending 4,005,823$      12,314,239$   16,320,062$  

Program Revenues Primary Government

City of Blountstown
Statement of Activities

September 30, 2007

Net (Expenses) Revenues and Changes in Net Assets

See accompanying notes to financial statements.
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Total

Assets
Cash and cash equivalents 885,580$         
Accounts receivable, net 65,609
Interest receivable 27,942
Due from other funds 17,512
Due from other governments 84,029
Restricted cash and cash equivalents 4,830

Total assets 1,085,502$      

Liabilities
Accounts payable 53,493$           
Accrued expenses 17,066

Total liabilities 70,559 

Fund balances
4,830

1,010,113

Total fund balances 1,014,943 

Total liabilities and fund balances 1,085,502$      

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

Total fund balances - governmental funds 1,014,943$      

Capital assets used in governmental activities are
not financial resources and, therefore, are not
reported in the funds. 3,038,803 

Compensated absences are not due and payable in 
current period, and therefore, are not reported
in the funds. (47,923) 

Net assets of governmental activities 4,005,823$      

Reserved for law enforcement 
Unreserved, reported in general fund

City of Blountstown

September 30, 2007

Balance Sheet
Governmental Fund

See accompanying notes to financial statements.
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Total

Revenues
Property taxes, levied for general purposes 79,174$           
Other taxes 498,356 
Intergovernmental 192,528 
Licenses and permits 9,210 
Fines and forfeitures 14,276 
Grants and contributions 307,377 
Interest 42,504 
Other fees and miscellaneous 228,455 

Total revenues 1,371,880 

Expenditures
Current 

General government 232,748 
Public safety 870,912 
Highways and streets 633,396 
Culture and recreation 3,145 

Capital outlay
General government 17,490 
Public safety 22,758 
Highways and streets 9,738 
Culture and recreation 303,054

Total expenditures 2,093,241 

Excess of expenditures over revenues (721,361) 

Other financing sources (uses)
Transfers in 831,566 
Transfers out (175,946) 
Debt service repayment - Florida Revolving Funds Program (101,465)
Loan repayment - Calhoun-Liberty Hospital Association, Inc. 101,465

Net other financing sources (uses) 655,620 

Net change in fund balances (65,741) 

Fund balances - beginning 1,080,684 

Fund balances - ending 1,014,943$      

City of Blountstown
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Fund

For the year ended September 30, 2007

See accompanying notes to financial statements.
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Amounts reported for governmental activities in the statement of activities (page 5) are
different because:

Net change in fund balance - total governmental fund (65,741)$          

Capital outlay, reported as expenditures in governmental funds, is shown as
capital assets in the statement of net assets 353,044 

Depreciation expense on governmental capital assets is included in the 
governmental activities in the statement of activities. (122,586) 

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.  These expenses include:

Compensated absences (1,076) 

Change in net assets of governmental activities (page 5) 163,641$         

For the year ended September 30, 2007

City of Blountstown
Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balance of Governmental Fund to the Statement of Activities

See accompanying notes to financial statements.
-8-



Variance with 
Budgeted Amounts Final Budget-

Actual Positive
Original Final Amounts (Negative)

Revenues
Property taxes, levied for general purposes 77,134$         77,134$          79,174$         2,040$            
Other taxes 446,899 446,899 498,356 51,457 
Intergovernmental 169,446 169,446 192,528 23,082 
Licenses and permits 5,450 5,450 9,210 3,760 
Fines and forfeitures 10,000 10,000 14,276 4,276 
Grants 182,500 182,500 307,377 124,877 
Interest 40,000 40,000 42,504 2,504 
Other fees and miscellaneous 190,823 190,823 228,455 37,632 

Total revenues 1,122,252 1,122,252 1,371,880 249,628 

Expenditures
Current 

General government 261,401 261,401 250,238 11,163 
Public safety 1,037,948 1,037,948 893,670 144,278 
Highways and streets 789,658 789,658 643,134 146,524 
Culture and recreation 58,231 58,231 306,199 (247,968) 

Total expenditures 2,147,238 2,147,238 2,093,241 53,997 

Excess of revenues over (under)
expenditures (1,024,986) (1,024,986) (721,361) 303,625 

Other financing sources (uses)
Transfers in 831,566 831,566 831,566 - 
Transfers out (175,946) (175,946) (175,946) - 

Total other financing sources (uses) 655,620 655,620 655,620 - 

Net change in fund balances (369,366) (369,366) (65,741) 303,625 

Fund balances - beginning 1,080,684 1,080,684 1,080,684 - 

Fund balances - ending 711,318$       711,318$        1,014,943$    303,625$       

City of Blountstown
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Budget and Actual - General Fund

For the year ended September 30, 2007

See accompanying notes to financial statements.
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Non-major
Electric Water Sewer Natural Gas Funds Total

Assets
Current assets

Cash and cash equivalents 567,740$     1,479,942$  1,477,103$  90,029$       192,297$     3,807,111$   
Accounts receivable, net 561,282 58,292 76,238 51,928 42,812 790,552 
Accrued interest receivable 24,285 45,331 58,278 316 - 128,210 
Due from other governments 41,168 - 449,476 - - 490,644 
Inventory 59,869 18,801 7,006 40,183 - 125,859 

Total current assets 1,254,344 1,602,366 2,068,101 182,456 235,109 5,342,376 

Noncurrent assets
Restricted cash and cash equivalents 154,245 29,047 128,014 - - 311,306 
Other assets - - - 63,308 - 63,308 
Capital assets

Nondepreciable - 6,989 477,082 - 15,000 499,071 
Depreciable, net 406,040 1,212,158 6,866,295 134,617 100,033 8,719,143 

Unamortized debt issuance costs - 155 4,346 - - 4,501 

Total noncurrent assets 560,285 1,248,349 7,475,737 197,925 115,033 9,597,329 

Total assets 1,814,629 2,850,715 9,543,838 380,381 350,142 14,939,705 

Liabilities
Current liabilities

Accounts payable 304,334 3,223 273,587 20,349 4,180 605,673 
Accrued expenses 2,850 2,464 2,355 1,463 1,691 10,823 
Due to other funds 8,628 - 8,207 677 - 17,512 
Compensated absences payable 2,615 4,151 4,151 2,641 2,678 16,236 
Liabilities payable from restricted assets

Accrued interest payable - 587 9,233 - - 9,820 
Bonds payable - current - 3,000 36,000 - - 39,000 
Customer deposits 134,771 19,054 - 25,301 - 179,126 

Total current liabilities 453,198 32,479 333,533 50,431 8,549 878,190 

Noncurrent liabilities
Accrued compensated absences 2,319 3,704 3,704 2,306 2,243 14,276 
Revenue bonds payable, net - 44,000 1,689,000 - - 1,733,000 

Total noncurrent liabilities 2,319 47,704 1,692,704 2,306 2,243 1,747,276 

Total liabilities 455,517 80,183 2,026,237 52,737 10,792 2,625,466 

Net assets

related debt 406,040 1,172,147 5,618,377 134,617 115,033 7,446,214 
Restricted for:

Debt service - 9,375 118,534 - - 127,909 
Unrestricted 953,072 1,589,010 1,780,690 193,027 224,317 4,740,116 

Total net assets 1,359,112$  2,770,532$  7,517,601$  327,644$     339,350$     12,314,239$ 

Invested in capital assets, net of 

Business-type Activities / Enterprise Funds

Proprietary Funds

City of Blountstown
Statement of Net Assets

September 30, 2007

See accompanying notes to financial statements.
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Non-major
Electric Water Sewer Natural Gas Funds Total

Operating revenues
Charges for services 3,737,940$ -$                -$                623,385$    311,370$    4,672,695$   
Water revenues pledged as security for 

revenue bonds - 436,330 - - - 436,330 
Sewer revenues pledged as security for

revenue bonds - - 572,220 - - 572,220 

Total operating revenues 3,737,940 436,330 572,220 623,385 311,370 5,681,245 

Operating expenses
Personal services 275,830 217,165 218,289 121,282 146,541 979,107 
Purchased energy 2,621,770 - - 450,043 - 3,071,813 
Services and supplies 85,286 6,905 26,696 4,708 80,059 203,654 
Heat, light and power 14,969 6,179 38,282 232 - 59,662 
Insurance 8,156 7,792 23,200 4,832 - 43,980 
Repairs and maintenance 9,724 1,626 1,047 1,654 29,335 43,386 
Other operating expenses 11,107 42,716 48,139 11,745 9,119 122,826 
Depreciation 47,950 59,229 281,847 25,218 26,644 440,888 
Amortization - 68 268 - - 336 

Total operating expenses 3,074,792 341,680 637,768 619,714 291,698 4,965,652 

Net operating income 663,148 94,650 (65,548) 3,671 19,672 715,593 

Nonoperating revenues (expenses)
Interest income 40,020 69,973 86,524 6,378 7,219 210,114 
Miscellaneous revenue 2,560 85 1,268 12,062 - 15,975 
Interest expense - (2,387) (80,262) - - (82,649) 

(expenses) 42,580 67,671 7,530 18,440 7,219 143,440 

705,728 162,321 (58,018) 22,111 26,891 859,033 

Capital contributions - - 449,476 - - 449,476 

Transfers, net (747,674) (62,646) 164,808 (21,246) 11,138 (655,620) 

Change in net assets (41,946) 99,675 556,266 865 38,029 652,889 

Net assets - beginning 1,401,058 2,670,857 6,961,335 326,779 301,321 11,661,350 

Net assets - ending 1,359,112$ 2,770,532$ 7,517,601$ 327,644$    339,350$    12,314,239$ 

and transfers

Total nonoperating revenues

Business-type Activities / Enterprise Funds

City of Blountstown
Statement of Revenues, Expenses, and Changes in Net Assets

Proprietary Funds

For the year ended September 30, 2007

Income before contributions 

See accompanying notes to financial statements.
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Non-major
Electric Water Sewer Natural Gas Funds Total

Operating activities
Receipts from customers and users 3,546,061$ 428,723$    116,483$    614,980$    305,880$    5,012,127$ 
Payments to suppliers (2,606,051) (64,997) 141,452 (468,864) (129,284) (3,127,744) 
Payments to employees (283,574) (216,358) (217,591) (120,691) (145,821) (984,035) 
Other receipts (payments) - - - 9,205 - 9,205 

Net cash provided by operating activities 656,436 147,368 40,344 34,630 30,775 909,553 

Noncapital financing activities
Miscellaneous revenue and contributions 2,560 85 450,744 12,062 - 465,451 
Transfers to other funds (747,674) (62,646) 173,015 (21,246) 11,138 (647,413) 

financing activities (745,114) (62,561) 623,759 (9,184) 11,138 (181,962) 

Capital and related financing activities
Purchase of capital assets (1,098) (3,129) (464,972) - (34,948) (504,147) 
Principal paid on debt - (3,000) (34,000) - - (37,000) 
Interest paid on debt - (2,425) (80,495) - - (82,920) 

related financing activities (1,098) (8,554) (579,467) - (34,948) (624,067) 

Investing activities
Interest received 19,728 32,168 38,806 6,190 7,219 104,111 

Net cash provided by investing activities 19,728 32,168 38,806 6,190 7,219 104,111 

Net increase (decrease) in cash and
cash equivalents (70,048) 108,421 123,442 31,636 14,184 207,635 

Cash and cash equivalents - beginning 792,033 1,400,568 1,481,675 58,393 178,113 3,910,782 

Cash and cash equivalents - ending 721,985$    1,508,989$ 1,605,117$ 90,029$      192,297$    4,118,417$ 

Classified as
Current assets - cash and cash equivalents 567,740$    1,479,942$ 1,477,103$ 90,029$      192,297$    3,807,111$ 
Restricted assets - cash and cash equivalents 154,245 29,047 128,014 - - 311,306 

721,985$    1,508,989$ 1,605,117$ 90,029$      192,297$    4,118,417$ 
(Continued)

Net cash used for capital and 

Net cash provided by (used for) noncapital 

City of Blountstown

Business-type Activities / Enterprise Funds

Statement of Cash Flows
Proprietary Funds

For the year ended September 30, 2007

See accompanying notes to financial statements.
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Non-major
Electric Water Sewer Natural Gas Funds Total

Reconciliation of net operating income to net 
cash provided by operating activities

Net operating income 663,148$   94,650$    (65,548)$   3,671$       19,672$   715,593$     
Adjustments to reconcile operating income to 
net cash provided by operating activities:

Depreciation and amortization 47,950 59,297 282,115 25,218 26,644 441,224 
Changes in:

Accounts receivable (152,406) (8,197) (6,261) (8,842) (5,490) (181,196) 
Inventory and prepaid expenses 2,748 2,503 5,528 1,834 2,925 15,538 
Due to other funds 8,628 - - 677 - 9,305 
Other assets (41,168) - (449,476) 9,205 - (481,439) 
Accounts payable and accrued expenses 125,841 (1,475) 273,986 3,107 (12,976) 388,483 
Customer deposits 1,695 590 - (240) - 2,045 

operating activities 656,436$   147,368$  40,344$    34,630$    30,775$   909,553$     
Net cash provided by 

Business-type Activities / Enterprise Funds

City of Blountstown
Statement of Cash Flows

Proprietary Funds (Continued)

For the year ended September 30, 2007

See accompanying notes to financial statements.
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City of Blountstown, Florida
Notes to Financial Statements

NOTE 1 - REPORTING ENTITY

The City of Blountstown, Florida, (the City) is located in northwest Florida in Calhoun County.  
The City operates under an elected Mayor-Council and a four-member City Council, and serves 
approximately 3,000 residents. The City provides a full range of municipal services, including 
fire and police protection, public works activities, parks and recreation, and general 
administrative services. The City operates a water, sewer, natural gas, and electric utility. The 
City also operates a cemetery.  

As outlined in Governmental Accounting Standards Board (GASB) Statement No. 14, The 
Reporting Entity, the financial reporting entity consists of the primary government, and its 
component units, for which the primary government is considered to be financially accountable.  
Also included are other entities whose exclusion would cause the reporting entity’s financial 
statements to be misleading or incomplete.  Each potential component unit is individually 
evaluated using specific criteria outlined in GASB Statement No. 14 to determine whether the 
entity is: (a) part of the primary government; (b) a component unit which should be included in 
the reporting entity (blended or discretely presented); (c) an organization which should be 
excluded from the reporting entity entirely.

The principal criteria for classifying a potential component unit include the legal separateness of 
the organization, the financial accountability of the primary government for the potential 
component unit resulting from either the primary government’s ability to impose its will on the 
potential component unit, or the potential component unit’s fiscal dependency on the primary 
government.  In applying the above criteria, management has determined that the dependent 
special district, Blountstown Community Redevelopment Agency (the Agency), is considered a 
component unit and is blended in the financial statements of the City. The agency was 
established by City Resolution 90-4. There was no financial activity for the entity for 2007.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to government units.  GASB is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles.  
Commencing in the reporting year ended September 30, 2004, the City implemented GASB 
Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for 
State and Local Governments.  Significant City accounting policies are described below.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement 
of activities) report information on all of the nonfiduciary activities of the primary government and 
its component units.  For the most part, the effect of interfund activity has been removed from 
these statements.  Governmental activities, which are normally supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities, which rely to 
a significant extent on fees and charges for support.  Likewise, the primary government is 
reported separately from certain legally separate component units, if any, for which the primary 
government is financially accountable.
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City of Blountstown, Florida
Notes to Financial Statements

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Government-wide and Fund Financial Statements, continued

The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues.  Direct expenses are those that are clearly 
identifiable with a specific function or segment.  Program revenues include: (a) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment; and, (b) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or segment.  
Taxes and other items not properly included among program revenues are reported instead as 
general revenues.

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

The City reports the following major governmental fund:

General Fund - The general fund is the City’s primary operating fund.  It accounts for all 
resources traditionally associated with governments except those required to be accounted for 
in another fund.  All general tax revenues and other receipts that are not allocated by law or 
contractual agreement to another fund are accounted for in this fund.  The majority of current 
operating expenditures of the City other than proprietary fund activities are financed through 
revenues received by the General Fund.

The City reports the following major proprietary funds:

Electric Fund - Accounts for the purchase and distribution of electric services.

Natural Gas Fund - Accounts for the purchase and distribution of gas services.

Water Fund - Accounts for costs for collection, treatment and distribution of water services.

Sewer Fund - Accounts for costs to provide wastewater and sanitary sewer services.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund financial 
statements.  Revenues are recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of the related cash flows.
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City of Blountstown, Florida
Notes to Financial Statements

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation, 
continued

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items.  
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 
principal operating revenues of the City’s enterprise funds are charges to customers for water, 
sewer, natural gas, and electricity service.  Operating expenses of the enterprise fund include 
the cost of sales and services, administrative expenses, and depreciation on capital assets.  All 
revenue and expenses not meeting this definition are reported as nonoperating revenues and 
expenses.

Enterprise Activities

For enterprise activities, the City applies all applicable GASB pronouncements.  Additionally, the 
City applies pronouncements issued on or before November 30, 1989, by the Financial 
Accounting Standards Board (FASB) and its predecessor bodies, unless those pronouncements 
conflict with or contradict GASB pronouncements.  Pursuant to GASB Statement No. 20, the 
City has elected not to apply all FASB statements and interpretations issued after November 30, 
1989.

Budgets and Budgetary Accounting

General governmental revenue and expenditures accounted for in budgetary funds are controlled 
by a budgetary accounting system in accordance with various legal requirements which govern 
the City’s operations.  Budgets are monitored at varying levels of classification detail; however, 
expenditures cannot legally exceed total appropriations at the individual fund level.  All budget 
changes that affect the total of a fund’s budget must be approved by the City Commission.

The budgetary information presented for the general fund is prepared on the modified accrual 
basis.  Unexpended items at year-end must be reappropriated in the subsequent year.

Cash and Temporary Cash Investments

The City considers cash and all investments with a maturity of three months or less at year end
to be cash equivalents, unrestricted and restricted. 
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City of Blountstown, Florida
Notes to Financial Statements

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Receivables

Customer accounts receivable are recorded in the enterprise funds at their net realizable value.  
The City estimates there are no material uncollectible accounts.  Therefore, the City does not 
record an allowance for doubtful accounts.  

Due From (To) Other Funds

Activities between funds that are representative of lending/borrowing arrangements outstanding 
at the end of the fiscal year are referred to as “due to/from other funds.”  Any residual balances 
outstanding between the governmental activities and business-type activities are reported in the 
governmental-wide financial statements as “internal balances.”

Inventories

Inventory items of materials and supplies, which are not significant in amount, are considered 
expenditures when purchased in the governmental funds.  Inventory in the proprietary funds 
consists of utility supplies held for consumption or capital improvements and are valued at the 
lower of cost or market using the first-in, first-out (FIFO) method.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,  roads, 
right of ways, stormwater system, sidewalks, and similar items), are reported in the applicable 
governmental or business-type activity columns in the government-wide financial statements.  
Property, plant, and equipment with initial, individual costs that exceed $500 and estimated 
useful lives of over one year are recorded as capital assets.  Roads, bridges, and sidewalks are 
capitalized when their initial costs exceed $25,000 and possess estimated useful lives of more 
than one year. Capital assets are recorded at historical cost or estimated historical cost if 
purchased or constructed.  Donated capital assets are recorded at estimated fair market value 
at the date of donation.  The costs of normal maintenance and repairs that do not add to the 
value of the asset or materially extend its useful life are not capitalized.

GASB Statement No. 34 requires the City to report and depreciate new infrastructure assets 
effective October 1, 2003.  Neither their historical cost nor related depreciation has historically 
been reported in the financial statements.  The retroactive reporting of infrastructure is not 
required by the City. 

Depreciation on all assets is provided on the straight-line basis over the following estimated 
useful lives:

Assets Years
Buildings 50
Improvements other than buildings 20-35
Machinery and equipment  5-15
Infrastructure 15-25
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets, continued

Major outlays for capital assets and improvements are capitalized as projects are constructed. 
For assets constructed with governmental fund resources, interest during construction is not 
capitalized.

Deferred Revenues

Deferred revenues reported in the government-wide financial statements represent unearned 
revenues.  The deferred revenues will be recognized as revenue in the fiscal year they are 
earned in accordance with the accrual basis of accounting.  Deferred revenues reported in 
governmental fund financial statements represent unearned revenues or revenues which are 
measurable but not available, and in accordance with the modified accrual basis of accounting, 
are reported as deferred revenues.

Compensated Absences

The City maintains a policy that permits employees to accumulate earned but unused vacation 
and sick pay benefits that will be paid to employees upon separation from City service if certain 
criteria are met.  These benefits, plus their related tax and retirement costs are classified as 
compensated absences.  Employees may be paid for unused vacation hours accrued up to a 
maximum amount.  Payment of unused sick leave, upon termination, is also provided for up to 
varying amounts.  

Both the current and long-term portion of compensated absences are accrued and reported in the 
government-wide financial statements.  No expenditure is reported in the government fund level 
statements for these amounts until payment is made.  Proprietary fund types accrue sick leave 
and vacation benefits in the period they are earned. Compensated absences liability is based on 
current rates of pay. This is accounted for pursuant to GASB Statement No. 16, Accounting for 
Compensated Absences.

Property Taxes

Under Florida law, the assessment of all properties and the collection of all County, municipal and 
school board property taxes are consolidated in the offices of the Property Appraiser and Tax 
Collector.  The laws of the state regulating tax assessment are also designed to assure a 
consistent property valuation method statewide.  Florida Statutes permit municipalities to levy 
property taxes at a rate of up to 10 mills for general operations.  The City’s millage rate for the 
year ended September 30, 2007, was 1.5 mills.

The tax levy of the City is established by the City Commission prior to October 1 of each year.

Property tax revenue is recognized when taxes are received by the City.  Because any delinquent 
taxes collected after September 30 would not be material, delinquent taxes due are not accrued at 
year end.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property Taxes, continued

All taxes become payable on November 1, of each year, or as soon thereafter as the assessment 
roll is certified and delivered to the Tax Collector.  All taxes become delinquent on April 1 following 
the year in which they are assessed.  Discounts are allowed for early payment at the rate of 4% in 
the month of November, 3% in the month of December, 2% in the month of January, and 1% in 
the month of February.  Taxes paid in March are without discount.

Property taxes are collected by the Calhoun County Tax Collector.  State law provides for 
enforcement of collection of personal property taxes by seizure of the property to satisfy unpaid 
taxes and for enforcement of collection of real property taxes by the sale of interest-bearing tax 
certificates.

Reserves and Designations of Fund Equity

Reserves indicate that portion of fund balance or net assets that is not available for appropriation 
or which is legally segregated for a specific future use.  The description of each reserve indicates 
the purpose for which each was intended.  Designated portions of fund equity represent 
management's tentative future spending plans.  Such designations should be clearly distinguished 
from reserves, since managerial plans are subject to change and may never be legally authorized 
or result in actual expenditures.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures.  Accordingly, actual results could differ from those estimates.

Use of Restricted Assets

It is generally the practice of the City to utilize restricted net assets before unrestricted net assets 
when possible.

Encumbrances

Encumbrances represent commitments in the form of purchase orders which are chargeable to an 
appropriation and for which a part of the appropriation is reserved.  Encumbrances do not 
represent expenditures or liabilities.  The City does not record encumbrances outstanding at year 
end.

Long-term Obligations

In the government-wide financial statements and the proprietary fund in the fund financial 
statements, long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund statement of net assets. Bond premiums 
and discounts, as well as issue costs, are deferred and amortized over the life of the bonds.  
Bonds payable are reported net of the applicable bond premium or discount.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Prepaid Expenses

General fund expenditures for insurance and similar services extended over more than one 
accounting year are accounted for as expenditures in the year paid.

Amortization

Bond issue costs are reported as deferred charges and are amortized over the lives of the 
respective bond issues using the straight-line method.

NOTE 3 - CASH AND INVESTMENTS

At September 30, 2007, the carrying amount of the City's cash and cash equivalents and restricted 
cash was $5,008,827 and the bank balance was $5,317,727. The bank balance was covered by 
federal depository insurance and, for the amount in excess of such federal depository insurance, 
by the State of Florida's Public Deposit Act. Provisions of the Act require that public deposits may 
only be made at qualified public depositories. The Act requires each qualified public depository to 
deposit with the State Treasurer eligible collateral equal to or in excess of the required collateral as 
determined by the provisions of the Act. In the event of a failure by a qualified public depository, 
losses in excess of federal depository insurance and proceeds from the sale of securities pledged 
by the defaulting depository are assessed against the other qualified public depositories of the 
same type as the depository in default. When other qualified public depositories are assessed 
additional amounts, they are assessed on a pro-rata basis.

Florida Statutes authorize the City to invest in certificates of deposit, repurchase agreements 
and the State Treasurer’s Investment Pool.  In addition, the statutes allow the City to invest in 
bonds, notes or other obligations of the United States Government, certain bonds of any state or 
local government unit, and bonds issued by certain government agencies.

Credit Risk

At September 30, 2007, the City did not hold any investments that were considered to have credit 
risk.

Interest Rate Risk

At September 30, 2007, the City did not hold any investments that were considered to have 
interest rate risk.

Custodial Credit Risk

At September 30, 2007, the City did not hold any deposits or investments that were considered 
to have custodial risk.
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NOTE 3 - CASH AND INVESTMENTS (CONTINUED)

Concentration of Credit Risk

At September 30, 2007, the City did not hold any investments that were considered to have 
concentration of credit risk.  

At September 30, 2007, the City’s investments consisted of the following:

Carrying Amount Market Value
State Board of Administration $ 504,887 $ 504,887
Certificate of Deposit $ 3,605,362 $ 3,605,362

The City invested funds in certificates of deposit and State Board of Administration.  The funds are 
carried as a cash equivalent on the balance sheet at September 30, 2007 (See Note 2 for definition 
of cash equivalents) and are included in carrying value and bank balance in the first paragraph of 
this note.

All City depositories are banks or savings institutions designated by the State Treasurer as 
qualified public depositories.  Chapter 280, Florida Statutes “Florida Security for Public Deposits 
Act” provides procedures for public depositories to insure monies in banks and savings and loans 
are collateralized with the Treasurer as an agent for the public entities.  All City cash consists of 
checking accounts and interest-bearing time deposits in a local bank.

For the purposes of the statement of cash flows, the City considers cash and cash equivalents to 
include cash and investments in certificates of deposits and investments with the State Board of 
Administration.

The City invested funds in the Florida State Board of Administration Local Governments Surplus 
Funds Investment Pool. At September 30, 2007, the market value and the carrying value of these 
funds was $504,886. The funds are carried as a cash equivalent on the balance sheet at 
September 30, 2007 (See Note 1, Section D for definition of cash equivalents) and are included in 
carrying value and bank balance in the first paragraph of this note. See Note 14 for disclosure of 
subsequent events related to the Florida State Board of Administration Local Governments Surplus 
Funds Investment Pool.
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NOTE 4 - RECEIVABLES

Receivables at September 30, 2007 consist primarily of charges to utility customers for water, 
sewer, gas, electric and sanitation services provided by the City. The City grants credit to 
customers, substantially all of whom are local residents.

General Business-type
Fund Activities Totals

Utility charges-billed $ - $ 561,265 $ 561,265
Utility charges-unbilled - 229,287 229,287
Other 65,609 - 65,609

Accounts receivable total $ 65,609 $ 790,552 $ 856,161

In March 2006, the City entered into an agreement with the State of Florida, Office of Tourism, 
Trade, and Economic Development to borrow $600,000.  These funds were used as a loan to the 
Calhoun-Liberty Hospital Association, Inc. (the Hospital) for working capital purposes.  These 
funds were secured by an assignment of the Hospital’s accounts receivable and a mortgage on 
the Hospital property.  Funds are to be repaid to the City in quarterly installments of $21,429 
including interest of 4.5%.  At September 30, 2007, the note receivable balance was $471,429.

NOTE 5 - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund transfers at September 30, 2007, consisted of the following:

Transfers in Transfers out

General fund $ 831,566 $ 175,946
Business-type funds

Electric fund - 747,674
Water - 62,646
Sewer 164,808 -
Natural Gas - 21,246
Sanitation 11,138 -

Total $ 1,007,512 $ 1,007,512
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NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2007, was as follows:

Beginning Ending
Balance Increases  Decreases Balance

Governmental activities
Capital assets not being depreciated:

Land $ 1,110,251 $ 4,373 $ - $1,114,624
Construction in progress 1,087,147 235,701 - 1,322,848

Total capital assets, not being depreciated 2,197,398 240,074 - 2,437,472

Capital assets being depreciated:
Buildings 298,251 47,765 - 346,016
Machinery and equipment 1,654,813 65,205 22,240 1,697,778

Total capital assets being depreciated 1,953,064 112,970 22,240 2,043,794

Less accumulated depreciation for:
Buildings 157,121 7,535 - 164,656
Machinery and equipment 1,184,996 115,051 22,240 1,277,807

Total accumulated depreciation 1,342,117 122,586 22,240 1,442,463

Total capital assets being depreciated, net 610,947 (9,616) - 601,331

Governmental activities capital assets, net $ 2,808,345 $ 230,458 $ - $3,038,803
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NOTE 6 - CAPITAL ASSETS (CONTINUED)

Beginning Ending
Balance Increases  (Decreases) Balance

Business-type activities
Capital assets not being depreciated:

Land $ 49,595 $ - $ - $ 49,595
Construction in progress - 449,476 - 449,476

Total non-depreciable assets 49,595 449,476 - 499,071

Capital assets being depreciated:
Utility systems 13,451,180 3,128 - 13,454,308
Other property, plant and equipment 1,542,965 51,545 19,460 1,575,050

Total capital assets being depreciated 14,994,145 54,673 19,460 15,029,358
Less accumulated depreciation for:

Utility systems 4,895,482 332,789 - 5,228,271
Other property, plant and equipment 993,305 108,099 19,460 1,081,944

Total accumulated depreciation 5,888,787 440,888 19,460 6,310,215

Total capital assets being depreciated, net 9,105,358 (386,215) - 8,719,143

Business-type activities capital assets, net $ 9,154,953 $ 63,261 $ - $9,218,214

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

General government $ 26,980
Public safety 50,010
Highways and streets 42,969
Culture and recreation 2,627

Total depreciation expense - governmental activities $ 122,586

Depreciation expense was charged to business-type activities of the primary government as 
follows:

Electric fund $ 47,950
Water fund 59,229
Sewer fund 281,847
Natural gas fund 25,218
Sanitation fund 26,304
Pine Memorial Cemetery 340

Total depreciation expense - business-type activities $ 440,888
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NOTE 7 - LONG-TERM DEBT AND BONDS PAYABLE

Long-term debt activity for the year ended September 30, 2007, was as follows:

Balance Increase Balance
10/01/06 (Reductions) 09/30/07

Governmental Activities:
Liability for compensated absences $ 46,847 $ 1,076 $ 47,923

Business-type Activities:
Liability for compensated absences $ 39,453 $ (8,941) $ 30,512

Records kept for compensated absences relate only to hours earned, used, and available.  
Accordingly, only the net change in compensated absences payable is presented.

In March 2006, the City entered into an agreement with the State of Florida, Office of Tourism, 
Trade, and Economic Development to borrow $600,000.  These funds would be used as a loan 
to the Calhoun-Liberty Hospital Association, Inc. (the Hospital) for working capital purposes.  
These funds were secured by the assignment of the City’s interest in the accounts receivable of 
the Hospital and by the assignment of interest in the mortgage on the property of the Hospital 
held by the City.

Original 
Amount

Balance 
10/1/06

Increase
(Reductions)

Balance
9/30/07

Note Payable - General Fund
State of Florida, Office of
 Tourism, Trade, and
 Development – payable in
 quarterly installments of $21,429
 including interest at 3%, used as
 working capital for Calhoun-
 Liberty Hospital Association, Inc. $600,000 $557,143 $ (85,714) $ 471,429

Future debt service requirements on notes payable at September 30, 2007 are as follows:

Year ending September 30 Principal Interest

2008 $ 85,933 $ 13,178
2009 85,950 10,601
2010 89,950 8,022
2011 85,950 5,444
2012 85,950 3,149
2013 41,696 152

Total $471,429 $ 40,546
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NOTE 7 - LONG-TERM DEBT AND BONDS PAYABLE (CONTINUED)

Original Balance Increase Balance Due Within
Issue 10/01/06 (Reductions) 9/30/07 One Year

Bonds Payable - Enterprise Funds

Water and Sewer Fund Bonds:

4.5% Water and Sewer System 
Revenue Bonds, Series 1998A; 
used to construct a waste-water 
treatment facility $ 1,463,000 $ 1,339,000 $ (21,000) $ 1,318,000 $ 22,000

4.5% Water and Sewer System 
Revenue Bonds, Series 1998B; 
used to construct a waste-water 
treatment facility 99,000 92,000 (1,000) 91,000 2,000

5% Water and Sewer System 
Revenue Bonds, dated June 29, 
1979; used to improve the water 
and sewer system 96,800 50,000 (3,000) 47,000 3,000

5% Water and Sewer System 
Revenue Bonds, dated
November 1983; used to 
improve the water and sewer 
system 473,400 328,000 (12,000) 316,000 12,000

Total Bonds Payable -
Enterprise Funds $ 2,132,200 $ 1,809,000 $ (37,000) $ 1,772,000 $ 39,000
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NOTE 7 - LONG-TERM DEBT AND BONDS PAYABLE (CONTINUED)

Future debt service requirements for the enterprise funds on long-term debt are summarized
below:

Water and Sewer Revenue Bonds

Year ending Series 1998 A Series 1998 B
September 30 Principal Interest Principal Interest

2008 $ 22,000 $ 59,310 $ 2,000 $ 4,095
2009 23,000 58,320 2,000 4,005
2010 24,000 57,285 2,000 3,915
2011 25,000 56,205 2,000 3,825
2012 26,000 55,080 2,000 3,735

2013-2017 149,000 256,815 10,000 17,325
2018-2022 186,000 220,095 13,000 14,940
2023-2027 230,000 174,375 15,000 11,700
2028-2032 289,000 117,540 20,000 7,875
2033-2037 344,000 46,350 23,000 3,105

Totals $ 1,318,000 $ 1,101,375 $ 91,000 $ 74,520

Year ending Series 1979 Series 1984 Totals
September 30 Principal Interest Principal Interest Principal Interest

2008 $ 3,000 $ 2,350 $ 12,000 $ 15,800 $ 39,000 $ 81,555
2009 3,000 2,200 13,000 15,200 41,000 79,725
2010 4,000 2,050 14,000 14,550 44,000 77,800
2011 4,000 1,850 14,000 13,850 45,000 75,730
2012 4,000 1,650 15,000 13,150 47,000 73,615

2013-2017 24,000 4,950 86,000 53,850 269,000 332,940
2018-2022 5,000 250 110,000 30,000 314,000 265,285
2023-2027 - - 52,000 3,900 297,000 189,975
2028-2032 - - - - 309,000 125,415
2033-2037 - - - - 367,000 49,455

Totals $ 47,000 $ 15,300 $ 316,000 $160,300 $1,722,000 $ 1,351,495

A synopsis of long-term debt covenants for the water and sewer parity bonds follows:

(a) Water and Sewer System Revenue Bonds, Series 1998A - $1,318,000 balance.  These 
bonds were issued in June 1998 to construct a wastewater treatment facility.  The bonds 
are secured by a pledge of the net revenues of the system. The bonds are due in annual 
installments of $16,000 to $75,000 through September 1, 2037; interest at 4.5% per 
annum is payable each September. A sinking fund is required to be maintained to 
accumulate amounts sufficient to pay principal and interest coming due.  In addition, 
monthly transfers of $682 to a reserve account are required until a balance of $81,835 is 
attained.
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NOTE 7 - LONG-TERM DEBT AND BONDS PAYABLE (CONTINUED)

(b) Water and Sewer System Revenue Bonds, Series 1998B - $91,000 balance. These 
bonds were issued in June 1998 to construct a wastewater treatment facility.  The bonds 
are secured by a pledge of the net revenues of the system.  The bonds are due in 
annual installments of $1,000 to $5,000 through September 1, 2037; interest at 4.5% per 
annum is payable each September.  A sinking fund is required to be maintained to 
accumulate amounts sufficient to pay principal and interest coming due. In addition, 
monthly transfers of $51 to a reserve account are required until a balance of $6,095 is 
attained.

(c) Water and Sewer Revenue Bonds - $47,000 balance.  The bonds are secured by a 
pledge of gross revenues of the system.  The bonds are due in annual installments of 
$1,000 to $5,000 through January 1, 2018; interest at 5% per annum is payable 
semiannually on January 1 and July 1.

(d) Water and Sewer System Revenue Bonds - $316,000 balance.  The bonds are secured 
by a pledge of gross revenues of the system.  The bonds are due in annual installments 
of $5,000 to $26,000; interest at 5% per annum is payable semiannually on January 1 
and July 1.

There are a number of limitations and restrictions contained in the various bond indentures, 
including the establishment of specific debt service sinking and reserve accounts.  The City is in 
compliance with all significant limitations and restrictions.

Restricted cash account balances relating to the bond issues in the enterprise funds at
September 30, 2007, are as follows:

1998A 1998B 1979 1984
Issue Issue Issue Issue Total

Sinking fund - principal and interest $ 7,000 $ 500 $ 3,000 $ 12,938 $ 23,438
Reserve account 70,000 5,500 7,000 32,062 114,562

Totals $ 77,000 $ 6,000 $ 10,000 $ 45,000 $ 138,000

NOTE 8 - DEFERRED COMPENSATION PLAN

The City offers its employees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 457. The plan, available to all City employees, permits them to defer a 
portion of their salary until future years. Participation in the plan is optional. The deferred 
compensation is not available to employees until termination, retirement, death or unforeseeable 
emergency. 

Investments are managed by the plan's trustee under a variety of investment options. The choice 
of the investment option(s) is made by the participants.
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NOTE 9 - EMPLOYEE BENEFITS

Retirement Plan

Plan Description

The City participates in the Florida Retirement System (FRS) a cost-sharing, multiple employer 
defined benefit public retirement system administered by the State of Florida Department of 
Administration, Division of Retirement, to provide retirement and survivor benefits to participating 
public employees. Chapter 121, Florida Statutes, establishes the authority for participant eligibility, 
contribution requirements, vesting eligibility and benefit provisions. FRS issues a publicly available 
financial report that includes financial statements and required supplementary information. The 
report may be obtained by writing to the State of Florida Division of Retirement, Tallahassee, FL
32399-1560, or by accessing their internet site at www.dos.state.fl.us/fgils/retirement.

The System provides vesting of benefits after six years of creditable service.  Members are 
eligible for normal retirement after six years of service and attaining age 62, or 30 years of service 
regardless of age.  Early retirement may be taken any time after completing six years of service; 
however, there is a 5% benefit reduction for each year prior to normal retirement. FRS also 
provides death and disability benefits and cost-of-living adjustments.  Generally, membership is 
compulsory for all full-time and part-time employees. Retirement coverage is employee 
noncontributory.  The employer pays all contributions.  

Funding Policy

The funding methods and the determination of benefits payable are provided in various acts of the 
Florida Legislature.  These acts provide that employers pay all contributions at rates determined 
each year by the legislature.  The rates, as a percentage of gross earnings, are as follows:

10/1/06-9/30/07
Regular class 9.85%
Senior management 13.12%
Special risk class 20.92%
DROP program participants  10.91%

Contribution rates equal actuarial determined rates.  During the years ended September 30, 2007,
2006, and 2005 total payroll for all employees was $1,466,693 $1,483,950, and $1,334,792, 
respectively. The retirement contributions for all employees covered by FRS for the years ended 
September 30, 2007, 2006, and 2005 were $181,503, $143,030 and $131,378, respectively. The 
contributions for the years ending September 30, 2007, 2006, and 2005 represented 12.37%, 
9.64%, and 9.84%, respectively, of total payroll.

www.dos.state.fl.us/fgils/retirement.
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NOTE 10 - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of 
assets; errors or omissions; injuries to employees and/or the public; or damage to property of 
others; and natural disasters for which the City carries commercial insurance. Insurance against 
losses is provided for the following types of risk:

■ Workers' compensation and employer's liability
■ General and automobile liability
■ Real and personal property damage
■ Public officials' liability
■ Accidental death and dismemberment

The City's coverage for workers' compensation is under a retrospectively rated policy.  Premiums 
are accrued based on the ultimate cost to-date of the City's experience for this type of risk.

NOTE 11 - GRANTS

The City participates in several state and federal grant programs.  These programs are subject to 
program compliance audits by grantors or their representatives.  The audits of these programs for, 
or including, the year ended September 30, 2007, have not yet been accepted/approved by the 
grantors.  Accordingly, the final determination of the City’s compliance with applicable grant 
requirements will be established at a future date.  The amount, if any, of expenditures which may 
be disallowed by granting agencies cannot be determined, although the City expects such 
amounts, if any, to be immaterial.

NOTE 12 - FUND EQUITY

Reserved Fund Equity

Reservations of equity show amounts that are not appropriated for expenditure or are legally 
restricted for specific uses.  The purpose for each is indicated as follows:

Funds Purpose Amount
General fund Police education $ 4,830
Water fund Debt Service 9,375
Sewer fund Debt Service 118,534

Total restricted fund equity $ 132,739
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NOTE 13 - COMMITMENTS AND CONTINGENCIES

Various claims and lawsuits are pending against the City. In the opinion of legal counsel, the 
potential unrecorded liability on all claims and lawsuits will not be significant to the City’s 
financial position.

On August 2005, the City entered into an agreement with Florida Gas Utilities (FGU) committing 
to certain prices and quantities for its anticipated gas purchases during the coming winter. 
Because of the potential significant fluctuation of natural gas prices, the City authorized FGU, 
the agent, to purchase natural gas in the futures market when considered to be in the best 
interest of the City. This commitment is renewable each year and a new price is determined 
annually. 

Issues regarding Enron and outstanding futures contract purchases from prior years have not 
been completely resolved; however, the City and Florida Gas Utilities believe the issues will be 
resolved without a material liability to the City. In addition, the Florida Department of Revenue 
has not made a final determination regarding possible gross receipts taxes related to the Enron 
issue.  It is the City’s position that no tax is due.

On November 1, 2004, the City entered into PGP Gas Supply Agreement No. 1 (the Agreement) 
with Florida Gas Utilities. The City is one of thirteen local governments participating in the 
Agreement. This Agreement authorized Florida Gas Utilities to purchase working gas reserves, 
assuring a ready supply of natural gas.  All potential gas reserve sites have to meet certain 
standards. As of September 30, 2007, there were no financial commitments under this 
agreement. See Note 14.

The City has contracted with Gulf Power Company under a service agreement dated April 28, 
1997. Gulf Power Company will provide the City its full requirements for electric service at rates 
determined under the terms of the contract. This agreement expires May 1, 2008. See Note 14.

The City is a party to various construction contracts. Amounts related to these contracts totaling 
$463,061 have been committed but not incurred as of September 30, 2007.

NOTE 14 - SUBSEQUENT EVENTS

In November 2007, the City agreed to purchase a new fire truck for $222,000 and received a 
donation of $110,000 toward that purchase.

In 2008, the City approved the termination of the PGP Gas Supply Agreement No. 1.  The City 
is responsible for the final debt service payment of $6,004 which is due by December 2008.

In December 2007, the City negotiated a new agreement with Gulf Power Company for the 
purchase of wholesale power and for transmission services.
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NOTE 14 - SUBSEQUENT EVENTS (CONTINUED)

As discussed in Note 3, at September 30, 2007, the City had $504,886 invested in the State 
Board of Administration's Local Government Surplus Funds 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 of withdrawals from the Fund 
coupled with the absence of market 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 sub prime mortgage risk. On December 4, 2007, based on 
recommendations from an outside financial advisor, the State Board of Administration 
restructured the Pool into two separate pools. Pool A consisted of all money market appropriate 
assets, which was approximately $12 billion or 86% of Pool assets. Pool B consisted of assets 
that either defaulted on a payment, paid more slowly than expected, and/or had any significant 
credit and liquidity risk, which was approximately $2 billion or 14% of Pool assets. At the time of 
the restructuring, all current pool participants had their existing balances proportionately 
allocated into Pool A and Pool B.

Currently, Pool A participants may withdraw 15% of their balance or $2 million, whichever is 
greater, without penalty. Withdrawals from Pool A in excess of the above limit are subject to a 
2% redemption fee. 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 of existing investments and the liquidity requirements of the 
Pool. On December 21, 2007, Standard and Poor's Ratings Services assigned its "AAAM" 
principal stability fund rating to Pool A.

Currently, Pool B participants are prohibited from withdrawing any amount from the Pool and a 
formal withdrawal policy has not yet been developed. Market valuations of the assets held in 
Pool B are not readily available. In addition, full realization of the principle value of Pool B 
assets is not readily determinable.

As of March 31, 2008, the City has $28,771 and $44,699 invested in Pool A and B, 
respectively. Additional information regarding the Local Government Surplus Funds Trust Fund 
may be obtained from the State Board of Administration.

NOTE 15 - MAJOR SUPPLIER

Florida Gas Utilities (FGU) acts as the agent for the City on all natural gas purchases. 
Purchases totaled $450,043 for the year ended September 30, 2007. The City has placed a 
deposit totaling $37,965 with FGU to satisfy the credit requirements of the supplier.

All electricity sold by the City was purchased from a single supplier, Gulf Power Company. 
Purchases totaled $2,621,770 for the year ended September 30, 2007.
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Sanitation Cemetery Total
Assets
Current assets

Cash and cash equivalents 112,808$      79,489$        192,297$      
Accounts receivable, net 42,812 - 42,812 

Total current assets 155,620 79,489 235,109 

Noncurrent assets
Nondepreciable - 15,000 15,000 
Depreciable, net 100,033 - 100,033 

Total noncurrent assets 100,033 15,000 115,033 

Total assets 255,653 94,489 350,142 

Liabilities
Current liabilities

Accounts payable 4,180 - 4,180 
Accrued expenses 1,691 - 1,691 
Compensated absences payable 2,678 - 2,678 

Total current liabilities 8,549 - 8,549 

Noncurrent liabilities
Accrued compensated absences 2,243 - 2,243 

Total liabilities 10,792 - 10,792 

Net assets
Invested in capital assets, net of related debt 100,033 15,000 115,033 
Unrestricted 144,828 79,489 224,317 

Total net assets 244,861$      94,489$        339,350$      

Business-type Activities / Enterprise Funds

City of Blountstown
Combining Statement of Net Assets

Nonmajor Proprietary Funds

September 30, 2007
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Sanitation Cemetery Total
Operating revenues

Charges for services 303,570$      7,800$          311,370$      

Total operating revenues 303,570 7,800 311,370 

Operating expenses
Personal services 146,541 - 146,541 
Services and supplies 80,059 - 80,059 
Repairs and maintenance 29,335 - 29,335 
Other operating expenses 9,119 - 9,119 
Depreciation 26,304 340 26,644 

Total operating expenses 291,358 340 291,698 

Net operating income 12,212 7,460 19,672 

Nonoperating revenues (expenses)
Interest income 3,908 3,311 7,219 

Total nonoperating revenues (expenses) 3,908 3,311 7,219 

Income before contributions and transfers 16,120 10,771 26,891 

Transfers, net 11,138 - 11,138 

Change in net assets 27,258 10,771 38,029 

Net assets - beginning 217,603 83,718 301,321 

Net assets - ending 244,861$      94,489$        339,350$      

Business-type Activities / Enterprise Funds

City of Blountstown
Combining Statement of Revenues, Expenses, and Changes in Net Assets

Nonmajor Proprietary Funds

For the year ended September 30, 2007

-34-



Sanitation Cemetery Total

Operating activities
Receipts from customers and users 298,080$        7,800$            305,880$        
Payments to suppliers (129,284) - (129,284) 
Payments to employees (145,821) - (145,821) 

Net cash provided by operating activities 22,975 7,800 30,775 

Noncapital financing activities
Transfers from other funds 11,138 - 11,138 

Net cash provided by noncapital financing activities 11,138 - 11,138 

Capital and related financing activities
Purchase of capital assets (34,948) - (34,948) 

financing activities (34,948) - (34,948) 

Investing activities
Interest received 3,908 3,311 7,219 

Net cash provided by investing activities 3,908 3,311 7,219 

Net increase in cash and cash equivalents 3,073 11,111 14,184 

Cash and cash equivalents - beginning 109,735 68,378 178,113 

Cash and cash equivalents - ending 112,808$        79,489$          192,297$        

Classified as
Current assets - cash and cash equivalents 112,808$        79,489$          192,297$        

(Continued)

Net cash used for capital and related 

Business-type Activities / Enterprise Funds

City of Blountstown
Combining Statement of Cash Flows

Nonmajor Proprietary Funds

For the year ended September 30, 2007
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Sanitation Cemetery Total

Reconciliation of net operating income to net cash
provided (used) by operating activities

Net operating income 12,212$       7,460$         19,672$         
Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation 26,304 340 26,644 
Changes in:

Accounts receivable (5,490) - (5,490) 
Inventory and prepaid expenses 2,925 - 2,925 
Accounts payable and other current liabilities (12,976) - (12,976) 

Net cash provided by operating activities 22,975$       7,800$         30,775$         

Business-type Activities / Enterprise Funds

City of Blountstown
Combining Statement of Cash Flows

Nonmajor Proprietary Funds (Continued)

For the year ended September 30, 2007

-36-
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The Rules of the Auditor General [Section 10.554(1) (i) 4.] also require that we address violations 
of provisions of contracts and grant agreements or abuse that have an effect on the financial 
statements that is less than material but more than inconsequential.  In connection with our audit, 
we did not have any such findings.

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

The Rules of the Auditor General [Section 10.554(1) (i) 6.] also requires that the name or official 
title and legal authority for the primary government and each component unit of the reporting entity 
be disclosed.   The City was established by Chapter 37-18432, Laws of Florida.

The Rules of the Auditor General [Section 10.544(1)(i)7a], requires a statement be included as 
to whether or not the local governmental entity has met one or more of the conditions described 
in Section 218.503(1), Florida Statutes, and identification of the specific condition(s) met.  In 
connection with our audit, we determined that the City did not meet any of the conditions 
described in Section 218.503(1), Florida Statutes.  

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

As required by the Rules of the Auditor General [Sections 10.554(i) 7.c. and 10.556(7)], we applied 
financial condition assessment procedures. It is management’s responsibility to monitor the entity’s 
financial condition, and our financial condition assessment was based in part on representations 
made by management and the review of financial information provided by same.
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This management letter is intended solely for the information and use of the City Commission, 
management and the Auditor General of the State of Florida, and is not intended to be and 
should not be used by anyone other than these specified parties. 

Marianna, Florida
April 22, 2008
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PRIOR YEAR AUDIT FINDING 

SEGREGATION OF DUTIES FINDING 06-01 - NOT RESOLVED

COMMENT: Separation of certain accounting and administrative duties among employees, which 
is recommended as an effective internal control procedures, was not considered feasible by the 
City because of its size and limited number of employees. The City recognizes that the cost of its 
internal control structure should not exceed the benefits expected to be derived.   The City also 
recognizes the inherent limitations of an internal control structure.  Mistakes and irregularities may 
occur in any event with or without an adequate internal control structure. Furthermore adequate 
segregation of duties can be circumvented by collusion among persons. Nevertheless, internal 
control is strengthened when incompatible duties are separated and review procedures are 
established and adhered to.

RECOMMENDATION: We recommended that the City continue to seek ways to strengthen 
internal control through segregation of duties.

STATUS: There is still a lack of segregation of duties between employees who have recordkeeping 
responsibilities and employees with custody of City assets.

CURRENT YEAR AUDIT FINDING

DEFICIENCY OVER FINANCIAL REPORTING, FINDING 07-01

COMMENT: The City has a capable individual providing bookkeeping services, however the City 
does not have an individual on staff with the accounting education and experience to properly 
record more complex accounting transactions and prepare financial statements in accordance 
with generally accepted accounting principles (GAAP).

AICPA Statement on Auditing Standards (SAS) No. 112, Communicating Internal Control Matters 
Identified in an Audit, effective for years ended after December 15, 2006, requires that auditors 
communicate matters related to a entity’s internal controls over financial reporting.  Internal 
controls should be implemented to provide reasonable assurance that all financial transactions will 
be properly recorded and that financial statements will be prepared in accordance with GAAP.  
SAS 112 requires a significant deficiency to be reported whenever an auditor discovers that these 
controls are not in place. 

The fact that the City does not have someone on staff to prepare the financial statements in 
accordance with generally accepted accounting principles and to record complex accounting 
transactions results in a significant deficiency under professional standards.

RECOMMENDATION: We understand the cost-benefit of hiring someone with this expertise is not 
practical, therefore, we recommend the City continue to request outside assistance in recording 
more complex transactions.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by City of Blountstown’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in 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 material weakness, as defined above. 

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Blountstown, Florida's 
financial statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the determination of financial statement amounts.  
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.

City of Blountstown’s response to the findings identified in our audit are included as 
“Management’s Response”. We did not audit City of Blountstown’s response and, accordingly, 
we express no opinion on it. 

This report is intended solely for the information and use of the City Commission, management, 
and specific legislative or regulatory bodies, and is not intended to be and should not be used by 
anyone other than these specified parties.

Marianna, Florida
April 22, 2008








