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INDEPENDENT AUDITORS’ REPORT

To the Honorable City Council,
City of Carrabelle, Florida:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the City of Carrabelle, Florida, as of and for the year ended September
30, 2008, 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 of Carrabelle, Florida’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 the 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 and each major
fund of the City of Carrabelle, Florida, as of September 30, 2008 and the respective changes in financial
position and cash flows, where applicable, 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
September 17, 2009 on our consideration of the City of Carrabelle, Florida’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 - 9 and 32
- 36 are not a required part of the basic financial statements but are 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 Carrabelle, Florida’s basic financial statements. The accompanying schedule of
expenditures of Federal Awards and State Financial Assistance is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and Chapter 10.550 Rules of the State of Florida Office of
the Auditor General and is not a required part of the basic financial statements of City of Carrabelle,
Florida. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements, and in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

Tallahassee, Florida
September 17, 2009



Management's Discussion and Analysis

As management of the City of Carrabelle, Florida, we offer readers of the City of Carrabelle, Florida's
financial statements this narrative overview and analysis of the financial activities of the City of
Carrabelle, Florida for the fiscal year ended September 30, 2008.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of Carrabelle, Florida's
basic financial statements. The City of Carrabelle, Florida'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 other 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 of Carrabelle, Florida’s finances, in a manner similar to
a private-sector business.

The statement of net assets presents information on all of the City of Carrabelle, Florida’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 of Carrabelle,
Florida is improving or deteriorating.

The statement of activities presents information showing how the government'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, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this 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 of Carrabelle,
Florida 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 of Carrabelle,
Florida include general government, public safety, transportation, culture and recreation and physical
environment. The business-type activities of the City of Carrabelle, Florida include a water and sewer
operation and port and airport authority operation.

The government-wide financial statements can be found on pages 10 - 11 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 of Carrabelle,
Florida, like other local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Carrabelle, Florida can be divided
into two categories: governmental funds and proprietary 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 fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources 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 government'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 of Carrabelle, Florida maintains three 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, special revenue fund and
capital projects fund all of which are considered to be a major funds.

The basic governmental fund financial statements can be found on pages 12 -14 of this report.

Proprietary funds. The City of Carrabelle, Florida maintains proprietary funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. The City of Carrabelle, Florida uses enterprise funds to account for its water and sewer
operation and its port and airport operation.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the water
and sewer operation, and the port and airport authority operation, which are considered to be major funds.

The basic proprietary fund financial statements can be found on pages 15 - 18 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 19 - 31 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Carrabelle, Florida's
budgetary information. Required supplementary information can be found on pages 32 - 36 of this
report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the City of Carrabelle, Florida, assets exceeded liabilities by $29,958,773 at the
close of the most recent fiscal year.

The largest portion of the City of Carrabelle, Florida’s net assets (76 percent) reflects its investment in
capital assets (e.g., land, buildings, machinery, and equipment), less any related debt used to acquire
those assets that is still outstanding. The City of Carrabelle, Florida uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City of
Carrabelle, Florida’s investment in its 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.



An additional portion of the City of Carrabelle, Florida’s net assets (19 percent) represents resources that are
subject to external restrictions on how they may be used: The remaining balance of unrestricted net
assets $1,529,164 may be used to meet the government's ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City of Carrabelle, Florida is able to report positive balances in all
three categories of net assets for the government as a whole, as well as for its separate governmental and
business-type activities.

City of Carrabelle, Florida’s Net Assets

2008
Business-
Governmental type
activities activities Total
Current and other assets $ 2,575,132 $ 7,876,153 $ 10,451,285
Capital assets 3,635,869 45,564,734 49,200,603
Total assets 6,211,001 53,440,887 59,651,888
Long-term liabilities outstanding 49,482 26,442,039 26,491,521
Other liabilities 396,343 2,805,251 3,201,594
Total liabilities 445,825 29,247,290 29,693,115
Net assets:
Invested in capital assets, net of related
debt 3,635,869 19,162,436 22,798,305
Restricted 784,633 4,846,671 5,631,304
Unrestricted 1,344,674 184,490 1,529,164
Total net assets $ 5,765,176 $ 24,193,597 $ 29,958,773
2007
Business-
Governmental type
activities activities Total
Current and other assets $ 2,840,065 $ 9,919,030 $ 12,759,095
Capital assets 1,756,340 42,710,571 44,466,911
Total assets 4,596,405 52,629,601 57,226,006
Long-term liabilities outstanding 40,635 27,632,830 27,673,465
Other liabilities 232,491 2,662,065 2,894,556
Total liabilities 273,126 30,294,895 30,568,021
Net assets:
Invested in capital assets, net of related
debt 1,715,705 15,105,328 16,821,033
Restricted 716,110 6,185,496 6,901,606
Unrestricted 1,891,464 1,043,882 2,935,346
Total net assets $ 4,323,279 $ 22,334,706 $ 26,657,985




City of Carrabelle, Florida’s Changes in Net Assets

Revenues:
Program revenues:
Charges for services
Capital grants and contributions
General revenues:
Property taxes
Intergovernmental and other

Total revenues
Expenses:
General government
Public safety
Transportation
Culture and recreation
Physical environment
Water and sewer
Port and airport
Total expenses
Increase in net assets before transfers

Transfers

Increase in net assets
Nets assets, beginning of year, as previously reported

Prior-period adjustment
Nets assets, beginning of year, as restated

Net assets, end of year

2008
Governmenta Business-type
| activities activities Total
$ 83,251 $ 1,079,134 1,162,385
1,146,478 2,897,229 4,043,707
1,416,910 - 1,416,910
463,565 24,603 488,168
3,110,204 4,000,966 7,111,170
699,625 - 699,625
479,771 - 479,771
198,515 - 198,515
319,967 - 319,967
- 1,721,380 1,721,380
- 36,301 36,301
1,697,878 1,757,681 3,455,559
1,412,326 2,243,285 3,655,611
29,571 (29,571) -

1,441,897 2,213,714 3,655,611
4,323,279 22,334,706 26,657,985
- (354,823) (354,823)
4,323,279 21,979,883 26,303,162
$ 5765176 $ 24,193,597 $ 29,958,773




City of Carrabelle, Florida’s Changes in Net Assets (Continued)

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Intergovernmental and other

Total revenues
Expenses:
General government
Public safety
Transportation
Culture and recreation
Water and sewer
Port and airport
Total expenses
Increase in net assets before transfers
Transfers
Increase in net assets
Nets assets, beginning of year

Net assets, end of year

2007
Business-
Governmental type
activities activities Total
$ 51,210 $ 918,626 $ 969,836
424,225 424,225
213,928 2,519,329 2,733,257
1,418,677 1,418,677
658,316 473,392 1,131,708
2,766,356 3,911,347 6,677,703
602,931 602,931
530,978 530,978
219,358 219,358
54,351 54,351
- 1,386,444 1,386,444
- 21,459 21,459
1,407,618 1,407,903 2,815,521
1,358,738 2,503,444 3,862,1¢
(96,668) 96,668
1,262,070 2,600,112 3,862,182
3,061,209 19,734,594 22,795,803
$ 4,323,279 $ 22,334,706 $ 26,657,985

Governmental activities. Governmental activities increased the City of Carrabelle, Florida’s net assets
by $1,441,897, thereby accounting for 39 percent of the total growth in the net assets of the City of
Carrabelle, Florida. The key elements of this increase were:

o Grant funds for projects.

Business-type activities. Business-type activities increased the City of Carrabelle, Florida’s net assets
by $2,213,714, accounting for 61 percent of the total growth in the government's net assets. The key

elements in this increase were:

o Grant funds for water/sewer projects.

Financial Analysis of the Government's Funds

As noted earlier, the City of Carrabelle, Florida uses fund accounting to ensure and demonstrate compliance

with finance-related legal requirements.



Governmental funds. The focus of the City of Carrabelle, Florida’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 of Carrabelle, Florida’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government's net resources available for spending at the end
of the fiscal year.

As of the end of the current fiscal year, the City of Carrabelle, Florida’s governmental funds reported
combined ending fund balances of $2,178,789, a decrease of $428,785 in comparison with the prior year.
Approximately 62% of this total amount constitutes unreserved fund balance, which is available for
spending at the government's discretion. The remainder of fund balance is reserved to indicate that it is
not available for new spending because it has already been committed to generate income to pay for a variety
of other restricted purposes.

The general fund is the chief operating fund of the City of Carrabelle, Florida. At the end of the current fiscal
year, unreserved fund balance of the general fund was $1,355,056 while total fund balance reached
$1,419,330. As a measure of the general fund's liquidity, it may be useful to compare total fund balance to
total fund expenditures. Fund balance represents 72 percent of total general fund expenditures.

The fund balance of the City of Carrabelle, Florida’s general fund decreased by $780,548 during the
current fiscal year. The key factor in this decrease was:

o The City of Carrabelle paid for grant projects that were not reimbursed.

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

Unrestricted net assets of the Water and Sewer fund and the Port and Airport Fund at the end of the year
amounted to $164,061, and $20,429, respectively. The total growth in net assets for the funds was
$2,213,714. Other factors concerning the finances of these two funds have already been addressed in the
discussion of the City of Carrabelle, Florida’s business-type activities.

General Fund Budgetary Highlights

e The City exceeded the budget on expenses due to inflation of materials and supplies. Revenues
were more or less depending on the fund.

Capital Asset and Debt Administration

Capital assets. The City of Carrabelle, Florida’s investment in capital assets for its governmental and
business type activities as of September 30, 2008, amounts to $49,200,603 (net of accumulated
depreciation). This investment in capital assets includes land, construction in progress, buildings and
system, improvements, machinery and equipment, park facilities and roads.

Major capital asset events during the current fiscal year included the following:

o Multiple grants allowed the City to do construction projects, pave streets and build parks.

Additional information on the City of Carrabelle, Florida’s capital assets can be found in Note IIl. C. on
pages 26 - 27 of this report.



Long-term debt. At the end of the current fiscal year, the City of Carrabelle, Florida had approximately
$26,400,000 in capital improvement debt outstanding.

Economic Factors and Next Year's Budgets and Rates

e Decline in advalorem tax.

Requests for Information

This financial report is designed to provide a general overview of the City of Carrabelle, Florida’s
finances for all those with an interest in the government's finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be addressed to
Ms. Courtney Dempsey, City Administrator, Post Office Box 569, Carrabelle, Florida 32322.



CITY OF CARRABELLE, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2008

Governmental Business-type

Activities Activities Total
ASSETS

Cash and cash equivalents $ 262,186  $ 923,269 $ 1,185,455
Certificates of deposit 49,478 186,897 236,375
Investments 1,041 - 1,041
Receivables, net 636,244 1,104,897 1,741,141
Internal balances 841,550 (841,550) -
Inventory - 23,776 23,776
Restricted assets:

Cash and cash equivalents 81,466 303,911 385,377

Certificate of deposit 703,167 1,540,995 2,244,162

Investments - 4,633,958 4,633,958
Capital assets not being depreciated:

Land 40,421 2,970,515 3,010,936

Construction in process 2,549,428 33,112,355 35,661,783
Capital assets, net 1,046,020 9,481,864 10,527,884

Total assets 6,211,001 53,440,887 59,651,888
LIABILITIES

Account payable and accrued expenses 395,170 1,173,058 1,568,228
Deferred revenue 1,173 - 1,173
Unearned revenue - 1,540,995 1,540,995
Liabilities payable from restricted assets - 91,198 91,198
Noncurrent liabilities

Due within one year 49,482 39,741 89,223

Due in more than one year - 26,402,298 26,402,298

Total liabilities 445,825 29,247,290 29,693,115
NET ASSETS

Invested in capital assets, net of related debt 3,635,869 19,162,436 22,798,305
Restricted for:

Infrastructure 25,174 - 25,174

Community redevelopment 759,459 - 759,459

Debt service - 4,846,671 4,846,671
Unrestricted 1,344,674 184,490 1,529,164

&

Total net assets 5,765,176  $ 24,193,597 $ 29,958,773

The accompanying notes to the financial statements
are an integral part of this statement.
-10 -



Functions/Programs

Governmental activities:
General government
Public safety
Transportation
Culture and recreation
Physical environment
Total governmental activities

Business-type activities:
Water and sewer
Port and airport
Total business-type activities

Total government

CITY OF CARRABELLE, FLORIDA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

PROGRAM REVENUES

NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

OPERATING CAPITAL BUSINESS-
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL TYPE
EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL
699,625 $ 40,503 $ - $ 510,054 $ (149,068) - $ (149,068)
479,771 38,948 - - (440,823) - (440,823)
198,515 3,800 - - (194,715) - (194,715)
319,967 - - 550,809 230,842 - 230,842
- - - 85,615 85,615 - 85,615
1,697,878 83,251 - 1,146,478 (468,149) - (468,149)
1,721,380 1,063,071 - 2,684,907 - 2,026,598 2,026,598
36,301 16,063 - 212,322 - 192,084 192,084
1,757,681 1,079,134 - 2,897,229 - 2,218,682 2,218,682
3,455,559 $ 1,162,385 $ - $ 4,043,707 (468,149) 2,218,682 1,750,533
General revenues:

Property taxes 1,416,910 - 1,416,910
Intergovernmental revenue 209,842 - 209,842
Other 196,962 24,603 221,565
Unrestricted investment earnings 56,761 - 56,761

Transfers 29,571 (29,571) -
Total general revenues and transfers 1,910,046 (4,968) 1,905,078
Change in net assets 1,441,897 2,213,714 3,655,611
Net assets, beginning of year as previously reported 4,323,279 22,334,706 26,657,985
Prior-period adjustment (Note IV. G.) - (354,823) (354,823)
Net assets, beginning of year as restated 4,323,279 21,979,883 26,303,162
Net assets, end of year $ 5,765,176 24,193,597 $ 29,958,773

The accompanying notes to the financial statements

-11-

are an integral part of this statement.




ASSETS

Cash and cash equivalents
Certificate of deposit
Investments
Receivables
Due from other funds
Restricted assets:
Cash and cash equivalents
Certificate of deposit

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable and accrued expenses
Deferred revenue
Due to other funds
Total liabilities

Fund Balances:
Reserved for:
Infrastructure
Community redevelopment
Cemetary
Unreserved
Total fund balances

Total Liabilities and Fund Balances

CITY OF CARRABELLE, FLORIDA
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2008

Capital Special Total
General Projects Revenue Governmental
Fund Fund Fund Funds
$ 222690 $ 39,496 % - $ 262,186
49,478 - - 49,478
1,041 - - 1,041
636,244 - - 636,244
867,206 4,633 - 871,839
25,174 - 56,292 81,466
- - 703,167 703,167
1,801,833 44,129 759,459 2,605,421
381,330 13,840 - 395,170
1,173 - - 1,173
- 30,289 - 30,289
382,503 44,129 - 426,632
25,174 - - 25,174
- - 759,459 759,459
39,100 - - 39,100
1,355,056 - - 1,355,056
1,419,330 - 759,459 2,178,789
$ 1,801,833 $ 44129 % 759,459
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities
are not financial resources and, therefore, are
not reported in the funds. 3,635,869
Long-term liabilities, including bonds payable, are
not due and payable in the current period and, there-
fore, are not reported in the funds. (49,482)
Net assets of governmental activities $ 5,765,176

The accompanying notes to the financial statements

are an integral part of this statement.
-12 -




Revenues

Taxes, licences and permits
Intergovernmental
Charges for services

Other

Total revenues

Expenditures

General government

Public safety
Transportation

Culture and recreation
Physical environment
Total expenditures

Excess (deficiency) of revenues over

expenditures

Other financing sources (uses)

Transfers in
Tranfers out

Total other financing sources (uses)

Excess (deficiency) of revenues over
expenditures and other financing

sources (uses)

Fund balances (deficit), beginning of year

Fund balances, end of year

CITY OF CARRABELLE, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Capital Special Total
General Projects Revenue Governmental

Fund Fund Fund Funds
1,276,874  $ - $ 180,330 % 1,457,204
842,352 510,054 - 1,352,406
32,736 - - 32,736
233,509 110 34,239 267,858
2,385,471 510,164 214,569 3,110,204
708,696 886,494 - 1,595,190
432,968 - - 432,968
179,888 - 158,037 337,925
556,196 - - 556,196
85,615 - 560,666 646,281
1,963,363 886,494 718,703 3,568,560
422,108 (376,330) (504,134) (458,356)
- 947,720 284,507 1,232,227
(1,202,656) - - (1,202,656)
(1,202,650) 947,720 284,507 29,571
(780,548) 571,390 (219,627) (428,785)
2,199,878 (571,390) 979,086 2,607,574
1,419,330 $ - $ 759,459  § 2,178,789

-13 -

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



CITY OF CARRABELLE, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Amounts reported for governmental activities in the statement of activities (page 11)
are different because:

Net change in fund balances-total governmental funds (page 13)

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

in the current period.

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.

Change in net assets of governmental activities (page 11)

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

$  (428,785)
1,879,529
(8,847)

$ 1,441,897




CITY OF CARRABELLE, FLORIDA

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
SEPTEMBER 30, 2008

ASSETS

Current assets:
Cash and cash equivalents
Certificates of deposit
Receivables, net
Inventory
Total current assets

Noncurrent assets:
Restricted assets:
Cash and cash equivalents
Certificate of deposit
Investments
Capital assets, net of accumulated depreciation
Total noncurrent assets

Total assets

Business Type Activities - Enterprise Funds

Water and Port and

Sewer Airport Total
$ 912,552 $ 10,717 $ 923,269
186,897 - 186,897
884,633 220,264 1,104,897
- 23,776 23,776
1,984,082 254,757 2,238,839
303,911 - 303,911
1,540,995 - 1,540,995
4,633,958 - 4,633,958
41,688,514 3,876,220 45,564,734
48,167,378 3,876,220 52,043,598
$ 50,151,460 $ 4,130,977 $ 54,282,437

The accompanying notes to the financial statements

are an integral part of this statment.

-15 -



CITY OF CARRABELLE, FLORIDA
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

LIABILITIES

Current liabilities:

Accounts payable and accrued expenses
Compensated absences
Due to other funds
Payable from restricted assets:

Utility deposits

Unearned revenue

Total current liabilities

Noncurrent liabilities:
Notes payable, long-term portion

NET ASSETS

Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

Total net assets

SEPTEMBER 30, 2008
(Continued)

Business Type Activities - Enterprise Funds

Water and Port and

Sewer Airport Total
$ 1,173,058 $ - 1,173,058
39,741 - 39,741
607,222 234,328 841,550
91,198 - 91,198
1,540,995 - 1,540,995
3,452,214 234,328 3,686,542
26,402,298 - 26,402,298
15,286,216 3,876,220 19,162,436
4,846,671 - 4,846,671
164,061 20,429 184,490
$ 20,296,948 $ 3,896,649 24,193,597

The accompanying notes to the financial statements

are an integral part of this statement.
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CITY OF CARRABELLE, FLORIDA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Business Type Activities - Enterprise Funds

Water and Port and
Sewer Airport Total

Operating revenues:

Charges for services $ 1,063,071 $ 16,063 $ 1,079,134
Operating expenses:

Salaries 348,204 - 348,204

Employee benefits 71,141 - 71,141

Auto and truck 21,904 - 21,904

Depreciation 342,468 31,174 373,642

Professional fees 242,363 - 242,363

Repairs 173,871 - 173,871

Utilties 146,767 2,296 149,063

Supplies 114,574 20 114,594

Insurance 127,603 1,527 129,130

Miscellaneous 112,479 1,284 113,763

Total operating expenses 1,701,374 36,301 1,737,675

Operating loss (638,303) (20,238) (658,541)
Nonoperating revenue (expenses):

Investment earnings 470,655 795 471,450

Interest expense (20,006) - (20,006)

Miscellaneous 24,603 - 24,603

Transfers in 53,081 - 53,081

Transfers out (70,022) (12,630) (82,652)

Total nonoperating revenues (expenses) 458,311 (11,835) 446,476

Loss before capital contributions (179,992) (32,073) (212,065)
Capital contributions 2,213,457 212,322 2,425,779
Change in net assets 2,033,465 180,249 2,213,714
Net assets, beginning of year as previously reported 18,351,161 3,983,545 22,334,706
Prior-period adjustment (Note IV. G.) (87,678) (267,145) (354,823)
Net assets, beginning of year as restated 18,263,483 3,716,400 21,979,883
Total net assets, end of year $ 20,296,948 $ 3,896,649 $ 24,193,597

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

PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008
Increase (Decrease) in Cash and Cash Equivalents

Cash flows from operating activities
Cash receipts from customers and others
Cash payments to suppliers
Cash payments to employees
Net cash provided by (used in) operating activities

Cash flows from capital and related financing activities
Proceeds from capital contributions
Purchases of fixed assets
Interest payments on long-term debt
Proceeds from long-term debt
Payments on long-term debt
Net cash used in capital and related financing activities

Cash flows from investing activities
Interest and other nonoperating revenues
Sale of certificates of deposit
Sale of investments
Purchases of investments
Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating loss to net cash provided
by (used in) operating activities:
Operating loss
Adjustments to reconcile operating loss to net
cash provided by (used in) operating activities:
Depreciation
Increase in accounts receivable
Increase (decrease) in accounts payable and accrued expenses
Increase in utility deposits
(Increase) decrease in due to other funds
Increase (decrease) in due from other funds
Increase in inventory
Gain on investments
Decrease in unearned revenue
Total adjustments

Net cash provided by (used in) operating activities

Supplemental schedule of non-cash capital and related financing activities:
At September 30, 2008, the City had outstanding accounts payable of $965,734 for construction in process. In addition,
a water system and equipment were acquired by assuming debt of $867,093.

Business Type Activities - Enterprise Funds

Port and
Water and Airport
Sewer Authority Total
$ 903,385 16,063 $ 919,448
(1,295,545) (4,676) (1,300,221)
(336,050) - (336,050)
(728,210) 11,387 (716,823)
1,974,005 212,322 2,186,327
(4,856,036) (213,788) (5,069,824)
(20,006) - (20,006)
1,352,700 - 1,352,700
(1,926,893) - (1,926,893)
(3,476,230) (1,466) (3,477,696)
455,242 796 456,038
3,703,217 - 3,703,217
2,200,000 - 2,200,000
(2,438,732) - (2,438,732)
3,919,727 796 3,920,523
(284,713) 10,717 (273,996)
1,501,176 - 1,501,176
$ 1,216,463 10,717 $ 1,227,180
$ (638,303) (20,238) $  (658,541)
342,468 31,174 373,642
(492,627) (195,285) (687,912)
184,432 (26,278) 158,154
7,573 - 7,573
254,847 229,695 484,542
(331,688) 16,095 (315,593)
- (23,776) (23,776)
(21,266) - (21,266)
(33,646) - (33,646)
(89,907) 31,625 (58,282)
$ (728,210) 11,387 $ (716,823)

The accompanying notes to financial statements
are an integral part of this statement.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Summary of Significant Accounting Policies
A. Reporting entity

City of Carrabelle, Florida (government) is a municipal corporation formed under Florida Laws 1965,
c. 65-1349, 1, and is governed by an elected mayor and a four member council. As required by
accounting principles generally accepted in the United States of America, these financial statements
present only the City, since there are no component units, entities for which the City is considered to
be financially accountable. Blended component units, although legally separate entities, are in
substance, part of the government's operations and so data from these units are combined with data of
the primary government.

The City’s Community Redevelopment Agency (“Agency”) serves all the citizens of the City and is
governed by the same Board as the City of Carrabelle, Florida. The agency was established to prevent
the development or spread of slums and blight, reduce and prevent crime, and for the provision of
affordable housing. The Agency is reported as a special revenue fund.

B. 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. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are 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.

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 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) 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 funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

C. 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 related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Summary of Significant Accounting Policies (Continued)
C. 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 recognized as soon as
they are both measurable and available. 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 government 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 and claims and judgements, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

The capital project fund is used to report major capital acquisition and construction separately
from their ongoing activities.

The special revenue fund is used to report specific revenues that are legally restricted to
expenditure for particular purposes.

The government reports the following major proprietary funds:

The water and sewer fund accounts for the activities of the government’s water distribution and
sewer collection operations.

The port and airport fund accounts for the activities of the government’s port and airport
operations.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation.
The government has elected not to follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Summary of Significant Accounting Policies (Continued)

C. Measurement focus, basis of accounting, and financial statement presentation
(Continued)

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 government’s enterprise funds are charges to customers for sales and services. The
Government also recognizes as operating revenue the portion of tap fees intended to recover the cost
of connecting new customers to the system. Operating expenses for enterprise funds include the cost
of sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities, and Net Assets or Equity
1. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition.

State statutes authorize the City to invest in direct obligations of the U.S. Treasury, Local
Government Surplus Funds Trust Funds, SEC registered money market funds with the highest credit
quality rating and savings and CD accounts in state-certified public depositories.

Investments for the City are reported at fair value.
2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of
interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans).
All other outstanding balances between funds are reported as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and business-type activities are reported in
the government-wide financial statements as “internal balances.”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance

reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Net Assets or Equity (Continued)
3. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. For financial reporting purposes,
capital assets are defined by the government as assets with an initial, individual cost of more than
$5,000 (amount not rounded) and an estimated useful life in excess of two years. For financial
reporting purposes infrastructure assets are defined by the government as assets with an initial,
individual cost of more than $5,000 acquired after September 30, 2003 and an estimated useful life in
excess of two years. For inventory purposes, capital assets are assets with individual cost of $1,000 or
more. Such 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 assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part
of the capitalized value of the assets constructed.

Property, plant, and equipment of the City is depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings 39
Utility system 5-50
Vehicles 5
Office equipment 5-10

4. Compensated Absences

It is the government’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. All vacation pay and sick pay are accrued when incurred in the government-wide and
proprietary fund financial statements. A liability for these amounts is reported in governmental funds
only if they have matured, for example, as a result of employee resignations and retirements.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Summary of Significant Accounting Policies (Continued)
D. Assets, Liabilities, and Net Assets or Equity (Continued)
5. Long-term Obligations

In the government-wide financial statements, and for proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and amortized over the
term of the related debt.

In the fund financial statements, governmental fund types recognized bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

6. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to
change.

7. Property Taxes

Property taxes are billed and collected for the City by the County Tax Collector according to Florida
Statute under the following calendar:

Lien Date: January 1

Levy Date: October 1

Due Date: November 1

Delinquency Date: April 1, of the following year
8. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Reconciliation of Government-Wide and Fund Financial Statements

A. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets

The governmental fund balance sheet includes a reconciliation between fund balance-total
governmental funds and net assets-governmental activities as reported in the government-wide
statement of net assets. One element of that reconciliation explains that “long-term liabilities,
including bonds payable, are not due and payable in the current period and therefore are not reported
in the funds.” The details of the $49,482 difference are as follows:

Compensated absences $ 49,482
Net adjustments to reduce fund balance-total governmental
funds to arrive at nets assets-governmental activities $ 49,482

B. Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of
activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances-total governmental funds and changes in net
assets of governmental activities as reported in the government-wide statement of activities. One
element of that reconciliation explains that “Governmental funds report capital outlays as
expenditures. However, in the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.” The details of this $1,879,529 difference
are as follows:

Capital outlay $ 2,004,878
Depreciation expense (125,349)
Net adjustment to increase net changes in fund balances-

total governmental funds to arrive at changes in net

assets of governmental activities $ 1,879,529

Another element of that reconciliation states that “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.” The detail of this $8,847 difference is as follows:

Compensated absences $ (8,847)
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Detailed Notes on All Funds
A. Deposits and Investments

Deposits. At year end, the carrying amount of the City’s deposits was $4,050,969 and the bank
balance was $4,067,905. The bank balance was insured up to FDIC limits.

Investments. At September 30, 2008, the City had the following investments:

Fair Value

United States Government Fixed
Income Securities $ 4,633,958

Florida State Board of Administration,
Local Government Surplus Trust
Funds Investment Pool 1,041

$ 4634999

Investments with the Florida State Board of Administration Local Government Surplus Trust Funds
Investment Pool is structured as a “2a-7 like” fund, which is carried at amortized cost. A 2a-7 like
pool is not registered with the SEC as an investment company, but nevertheless has a policy that it
will, and does, operate in a manner consistent with the SEC’s Rule 2a-7 of the Investment Company
Act of 1940, which comprises the rules governing money market funds.

Custodial Credit Risk — The City’s policies limit deposits and investments to those instruments
allowed by applicable state laws.

Credit Risk — The City’s policies are designed to maximize investment earnings while protecting the
security of the principal and providing adequate liquidity, in accordance with applicable state laws.

Interest Rate Risk — In accordance with investment policy, the government manages its exposure to
declines in fair values by limiting the weighted average maturity of its investment portfolio.

B. Receivables

Receivables as of year end, including the applicable allowances for uncollectible accounts, are as
follows:

Port and Water and

General Airport Sewer Total
Accounts $ 103,638 $ - $ 207,881 $ 311,519
Intergovernmental 532,606 220,264 763,223 1,516,093
Gross receivables 636,244 220,264 971,104 1,827,612
Less: allowance for uncollectibles - — 86,471 86,471
Net total receivables $ 636,244 $ 220,264 $ 884,633 $ 1,741,141
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

I11. Detailed Notes on All Funds (Continued)

C. Capital Assets
Capital asset activity for the year ended September 30, 2008 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
Capital assets, not being depreciated:
Land $ 40,421 $ - $ - $ 40,421
Construction in progress 1,063,304 1,803,216 (317,092) 2,549,428
Total capital assets, not being depreciated 1,103,725 1,803,216 (317,092) 2,589,849
Capital assets, being depreciated:
Buildings and improvements 35,115 - - 35,115
Equipment, furniture, fixtures and vehicles 1,075,516 339,317 - 1,414,833
Infrastructure 111,964 179,437 - 291,401
Total capital assets, being depreciated 1,222,595 518,754 - 1,741,349
Less accumulated depreciation for:
Buildings and improvements (30,687) (1,063) - (31,750)
Equipment, furniture, fixtures and vehicles (539,293) (124,286) - (663,579)
Total accumulated depreciation (569,980) (125,349) - (695,329)
652,615 393,405 - 1,046,020

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Business-type activities:
Capital assets, not being depreciated
Land
Construction in process

Total capital assets, not being depreciated
Capital assets, being depreciated

Equipment, buildings, utility systems and

improvements

Total capital assets, being depreciated
Less accumulated depreciation for:

Equipment, buildings, utility systems and

improvements
Total accumulated depreciation

Total capital assets, being depreciated, net
Business-type activities capital assets, net

$ 1,756,340 $ 2,196,621 $ (317,092) $ 3,635,869

Beginning Ending
Balance Increases Decreases Balance
$ 2897859 $ 72656 $ - $ 2,970,515
33,226,773 1,916,414 (2,030,832) 33,112,355
36,124,632 1,989,070 (2,030,832) 36,082,870
8,065,520 3,497,929 (17,530) 11,545,919
8,065,520 3,497,929 (17,530) 11,545,919
(1,479,581) (602,004) 17,530 (2,064,055)
(1,479,581) (602,004) 17,530 (2,064,055)
6,585,939 2,895,925 - 9,481,864

$ 42710571 $4,884,995 $ (2,030,832) $ 45,564,734

-26 -



CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

I11. Detailed Notes on All Funds (Continued)

C. Capital Assets (Continued)
Depreciation expense was charged to functions/programs as follows:

Governmental activities:

Transportation $ 20,914
Public Safety 69,028
Culture and Recreation 35,407

Total m

Business-type activities:

Water and sewer $ 342,468
Port and airport authority 31,174

Total $ 373,642

D. Inventory

Inventory consists of airplane fuel. The airplane fuel is carried at lower of cost or market and is
valued using the weighted average method. The Port and Airport Authority expenses the inventory
cost as the airplane fuel is sold to customers.

E. Long-term Debt

Business-type Activities

Notes payable

Note payable to government agency, semiannual
payments of $485,100 to begin upon completion of
project, currently projected to be September 30,
2009, plus interest at 0.98%; collateralized by water
and sewer revenues $ 26,402,298

Less: Current portion -
Notes payable, less current portion $ 26,402,298
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CITY OF CARRABELLE, FLORIDA

NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

I11. Detailed Notes on All Funds (Continued)

E. Long-term Debt (Continued)

Maturities of notes payable are as follows:

Year Ending
September 30,
2009

2010
2011
2012
2013
2014 - 2018
2019 - 2023
2024 - 2028
2029 - 2033
2034 - 2038
2039 - 2043
2044 - 2045

Total

Changes in long-term liabilities

Governmental activities:
Compensated absences
Governmental activity long-

term liabilities

Business-type activities:
Revenue bonds
Notes payable
Compensated absences

Business-type activity long-term

Principal Interest
$ - $ 195,406
515,345 259,450
717,748 252,453
724,813 245,387
731,948 238,252
3,769,252 1,081,750
3,958,467 892,537
4,157,180 693,825
3,469,777 500,423
3,414,396 335,604
3,585,797 164,203
1,357,575 15,775
$ 26,402,298 $ 4,875,065
Long-term liability activity for the year ended September 30, 2008, was as follows:
Beginning Ending Due within
Balance Additions Reductions Balance one year
$ 40,635 $ 48,767 $ 39,920 $ 49,482 49,482
$ 40,635 $ 48,767 $ 39,920 $ 49,482 49,482
$ 1,059,800 $ - $ 1,059,800 $ - -
25,049,598 1,352,700 - 26,402,298 -
27,587 38,329 26,175 39,741 39,741
$ 26,136,985 $ 1,391,029 $ 1085975 $ 26,442,039 39,741

liabilities
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

I11. Detailed Notes on All Funds (Continued)

F. Interfund Receivables, Payables and Transfers

The composition of interfund balances as of September 30, 2008, is as follows:

Receivable Fund Payable Fund Amount
General Fund Capital Projects Fund $ 30,289
General Fund Port and Airport Fund 229,695
General Fund Water and Sewer Fund 607,222
Capital Projects Fund Port and Airport Fund 4,633

$ 871,839

The interfund amounts were used to cover deficits in cash balances due to timing of cash collections.

Transfers In:

Capital Special
Projects Revenue Water and
Transfers Out: Fund Fund Sewer Fund Total
General Fund $ 896,229 $ 253346 $ 53,081 $ 1,202,656
Water and Sewer Fund 51,491 18,531 - 70,022
Port and Airport Fund - 12,630 - 12,630

$ 947,720 $ 284,507 $ 53,081 $ 1,285,308

The interfund transfers were used to assist with funding of expenses/expenditures.
1. Stewardship, Compliance, and Accountability
A. Budgetary information

The following procedures are utilized by the City in establishing and/or amending the budgetary
information contained in the general purpose financial statements:

o Budgets are prepared, public hearings are held, and original budgets are adopted annually
for all governmental fund types in accordance with procedures and time intervals prescribed
by law.

e Budgets are generally prepared for the governmental fund types on a basis consistent with
generally accepted accounting principles and are presented based upon the final amended
amounts.

e  Appropriations lapse at year end to the extent that they have not been expended. Budget
appropriations may not be legally exceeded on a fund basis.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

Stewardship, Compliance, and Accountability (Continued)

B. Excess of Expenditures Over Appropriations

Expenditures exceeded appropriations in the funds listed below. These over expenditures were funded
by available fund balances.

General Fund $ 711,276
Capital Projects Fund 586,494
Special Revenue Fund 718,703
Water and Sewer Fund 131,553

Total $ 2,148,026

IV. Other Information

A. Contingent Liabilities

Grant Programs—Amounts received or receivable from grant agencies are subject to audit and
adjustment by grantor agencies, principally the Federal and State governments. Any disallowed
claims, including amounts already collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures which may be disallowed by the grantor cannot be determined at
this time although the City expects amounts, if any, to be immaterial.

Litigation—The City is also a defendant in several lawsuits arising in the normal course of
business. To the extent the outcome of such litigation has been determined to result in probable loss
to the City, such loss has been accrued in the accompanying financial statements for $12,500, net of
insurance proceeds.

B. Pension Plan
Statewide Local Government Retirement System (SLGRS)

Plan Description: The City of Carrabelle, Florida contributes to the State of Florida Retirement
System, a cost sharing multiple employer public employee retirement system administrated by the
State of Florida. The Florida Retirement System provides retirement and disability benefits. The
Division of Retirement issues a publicly available financial report that includes the pension benefit
obligation, the net assets and unfunded pension benefit obligation. That report may be obtained by
writing to the Division of Retirement, 2639-C North Monroe Street, Tallahassee, Florida 32399-
1560 or calling (850) 488-5706.

Funding Policy: The City of Carrabelle, Florida is required to contribute 9.85% for regular annual
covered employee’s salary. The contribution requirements of City of Carrabelle, Florida may be
changed by the Florida Retirement System. The City of Carrabelle, Florida’s contributions to the
Florida Retirement System for the years ended September 30, 2008, 2007, and 2006, were $88,545,
$93,467, and $68,152, respectively.

C. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; and natural disasters for which the City carries commercial insurance.
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CITY OF CARRABELLE, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2008

IVV. Other Information (Continued)

D. Construction Commitment

The City is in the process of constructing a new sewer system and other capital improvements. The
total estimated costs of the sewer system and capital improvements is $50,000,000. As of September

30, 2008, approximately $33,100,000 has been spent on the sewer system and other capital
improvements.

E. Subsequent Event

The City is under a consent order from the Florida Department of Environmental Protection
whereby the City has must comply with certain guidelines for water treatment for trihalomethanes
and haloacetic acids. The City has agreed to the consent order and has submitted a timeline for the
completion of the corrective action. Management estimates the total cost to comply with the
consent order will be $8,000,000.

F. Prior Period Adjustment
Net assets at October 1, 2007 have been adjusted to correct an error for the overstatement of assets

of $600,333 and the overstatement of liabilities of $245,510 made in the 2006/2007 year. Had the
error not been made, net income for 2007 would have decreased by $354,823.
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CITY OF CARRABELLE, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Variance with

Final Budget -
General Postivie
Original Final Fund (Negative)

Revenues

Taxes, licences and permits $ 1144229 $ 1,181,408 $ 1,276,874 3 95,466

Intergovernmental 207,884 194,853 842,352 647,499

Charges for services 23,845 21,348 32,736 11,388

Other 248,093 230,317 233,509 3,192

Total revenues 1,624,051 1,627,926 2,385,471 757,545

Expenditures

General government 352,700 534,494 708,696 (174,202)

Public safety 439,998 457,660 432,968 24,692

Transportation 188,240 230,418 179,888 50,530

Culture and recreation 41,075 29,515 556,196 (526,681)

Physical environment - - 85,615 (85,615)

Total expenditures 1,022,013 1,252,087 1,963,363 (711,276)

Excess of revenues over

expenditures 602,038 375,839 422,108 46,269
Other financing uses

Transfers out - - 1,202,656 (1,202,656)
Excess deficiency of revenues over

expenditures and other

financing uses 602,038 375,839 (780,548) (1,156,387)
Fund balances, beginning of year 605,199 564,124 2,199,878 1,635,754
Fund balances, end of year $ 1,207,237  $ 939,963 $ 1,419,330 $ 479,367

The accompanying notes to statement of revenues,
expenditures and changes in fund balances is an integral part of this statement.
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CITY OF CARRABELLE, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Revenues
Taxes, licences and permits
Intergovernmental
Charges for services
Other
Total revenues

Expenditures
General government
Public safety
Transportation
Culture and recreation
Physical environment
Total expenditures

Deficiency of revenues over
expenditures

Other financing sources
Transfers in

Excess (deficiency) of revenues over
expenditures and other financing
sources

Fund balance (deficit), beginning of year

Fund balance (deficit), end of year

The accompanying notes to statement of revenues,

BUDGET AND ACTUAL
CAPITAL PROJECTS FUND

Variance with

Capital Final Budget -
Projects Postivie
Original Final Fund (Negative)
$ - $ - $ - $ -
- - 510,054 510,054
- - 110 110
- - 510,164 510,164
300,000 300,000 886,494 (586,494)
300,000 300,000 886,494 (586,494)
(300,000) (300,000) (376,330) (76,330)
- - 947,720 947,720
(300,000) (300,000) 571,390 871,390
- - (571,390) (571,390)
$ (300,000) $ (300,000) $ - $ 300,000

expenditures and changes in fund balances is an integral part of this statement.
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CITY OF CARRABELLE, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Revenues
Taxes, licences and permits
Intergovernmental
Charges for services
Other
Total revenues

Expenditures
General government
Public safety
Transportation
Culture and recreation
Physical environment
Total expenditures

Deficiency of revenues over
expenditures

Other financing sources
Transfers in

Deficiency of revenues under
expenditures and other financing
sources

Fund balances, beginning of year

Fund balances, end of year

BUDGET AND ACTUAL
SPECIAL REVENUE FUND

Variance with

Special Final Budget -
Revenue Postivie
Original Final Fund (Negative)
$ - $ - $ 180,330 $ 180,330
- - 34,239 34,239
- - 214,569 214,569
- - 158,037 (158,037)
- - 560,666 (560,666)
- - 718,703 (718,703)
- - (504,134) (504,134)
- - 284,507 284,507
- - (219,627) (219,627)
- - 979,086 979,086
$ - $ - $ 759,459  $ 759,459

The accompanying notes to statement of revenues,

expenditures and changes in fund balances is an integral part of this statement.
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CITY OF CARRABELLE, FLORIDA
NOTES TO STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

A. Budgetary Information:

An annual budget is adopted on a basis consistent with accounting principles generally accepted in the
United States of America for the general fund. All annual appropriations lapse at fiscal year end.

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

1. Prior to October 1, the City Council prepares a proposed operating budget for the fiscal year
commencing the following October 1. The operating budget includes proposed expenditures and
the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.
3. Prior to October 1, the budget is legally enacted through passage of a resolution.

4. Revisions that alter the total expenditures of any fund must be approved by the City Council.

5. Formal budgetary integration is employed as a management control device during the year for
the General Fund. The legal level of budgetary control is the fund level.

6. The budget for the funds are adopted on a basis consistent with accounting principles generally
accepted in the United States of America.

B. Excess of Expenditures Over Appropriations

Expenditures exceeded appropriations in the following funds:

Over
Fund Appropriations Expenditures Expenditure
General Fund $ 1,252,087 $ 1,963,363 $ 711,276
Capital Projects Fund $ 300,000 $ 886,494 $ 586,494
Special Revenue Fund $ - $ 718,703 $ 718,703
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CITY OF CARRABELLE, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Federal Loans
Federal Grantor / Pass Through Grantor / State Grantor CFDA Contract Outstanding
Program Title Number Number Expenditures At 9/30/08
FEDERAL AWARDS
United States Department of Agriculture, Rural Utility
Service
Passed through Florida Department of Community Affairs
Coastal Zone Management Administration Awards 11.419 08-DR-98-02-29-02-001  $ 25,000 $ -
Coastal Zone Management Administration Awards 11.419 -- 2,083 -
27,083 -
United States Department of Environmental Protection
Agency
Passed through Florida Department of Environmental
Protection
Capitalization Grants for Clean Water State Revolving
Funds 66.458 CS12054910P 856,438 26,402,298
Capitalization Grants for Clean Water State Revolving
Funds 66.458 SG54912 1,768,975 -
2,625,413 26,402,298
United States Department of Housing and Urban
Development
Economic Development Initiative-Special Project,
Neighborhood Initiative and Miscellaneous Grants 14.251 B-05-SP-FL-0759 14,833 -
Passed through Florida Department of Community Affairs
Community Development Block Grants/State's program
and Non-Entitlement Grants in Hawaii 14.228 07DB-3R-02-29-02-E-16 510,054 -
Total Federal Awards $ 3177383 $ 26,402,298
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CITY OF CARRABELLE, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2008
(CONTINUED)

State Loans
Federal Grantor / Pass Through Grantor / State Grantor CSFA Contract Outstanding
Program Title Number Number Expenditures At 9/30/08
STATE FINANCIAL ASSISTANCE
State of Florida Department of Environmental Protection
Special Recreation Assistance Projects 37.071 L0705 $ 192,687 $ -
Statewide Surface Water Restoration and Wastewater
Projects 37.039 LP6817 85,615 -
State of Florida Department of State and Secretary of
State
Acquisition, Restoration of Historic Properties 45.032 SC712 171,977 -
State of Florida Department of Transportation
Aviation Development Grants 55.004 AOK18 161,545 -
Aviation Development Grants 55.004 AOK19 50,778 -
212,323 -
Total State Financial Assistance 662,602 -
TOTAL FEDERAL AWARDS AND
STATE FINANCIAL ASSISTANCE $ 383998 $ 26,402,298

I.  Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance includes the Federal and State award activity of
the City of Carrabelle, Florida and is presented on the accrual basis of accounting. The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133, Audits of States, Local Governments and Non-profit Organizations and Chapter 10.650, Rules of the
State of Florida Office of the Auditor General. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used
in the preparation of, the financial statements.
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JAMES MOORE & CO:.,; P L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ 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

To the Honorable City Council,
City of Carrabelle, Florida:

We have audited the financial statements of the governmental activities, the business-type activities and
each major fund of City of Carrabelle, Florida as of and for the year ended September 30, 2008, which
collectively comprise City of Carrabelle, Florida’s basic financial statements and have issued our report
thereon dated September 17, 2009. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Carrabelle, Florida’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of City of Carrabelle, Florida’s internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the City’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles, such that there
is more than a remote likelihood that a misstatement of the City’s financial statements that is more than
inconsequential will not be prevented or detected by the City’s internal control. We consider the
deficiencies 08-01 and 08-02 as described in the accompanying Schedule of Findings and Questioned
Costs to be significant deficiencies in internal control over financial reporting.

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 the City’s internal control.
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Our consideration of the 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 the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we consider significant
deficiencies 08-01 and 08-02 as described in the accompanying Schedule of Findings and Questioned
Costs to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Carrabelle, 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.

We also noted certain matters that we reported to management of City of Carrabelle, Florida, in a separate
“Management Letter Required by Chapter 10.550, Rules of the State of Florida, Office of the Auditor
General” dated September 17, 2009.

City of Carrabelle, Florida’s response to the findings identified in our audit is described in the
accompanying corrective action plan. We did not audit City of Carrabelle, Florida’s response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the City of Carrabelle, Florida’s

management, the City Council, State awarding agencies, Federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

égqu NWQUR,;CO-g OJ,.

Tallahassee, Florida
September 17, 2009
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CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND STATE PROJECT
AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133 AND CHAPTER 10.550, RULES OF THE STATE OF FLORIDA OFFICE OF
THE AUDITOR GENERAL

To the Honorable City Council,
City of Carrabelle, Florida

Compliance

We have audited the compliance of City of Carrabelle, Florida with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement,
and the requirements described in the State of Florida Department of Financial Services Compliance
Supplement, that are applicable to each of its major Federal programs and State projects for the year
ended September 30, 2008. The City of Carrabelle, Florida’s major Federal programs and State projects
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 and State projects is the responsibility of City of Carrabelle,
Florida’s management. Our responsibility is to express an opinion on City of Carrabelle, Florida’s
compliance based on our audit.

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 Auditing Standards,
issued by the Comptroller General of the United States; OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations; and Chapter 10.550, Rules of the State of Florida Office of
the Auditor General. Those standards, OMB Circular A-133, and Chapter 10.550, Rules of the State of
Florida Office of the Auditor General, 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 direct and material effect on a major Federal program or State project occurred. An audit
includes examining, on a test basis, evidence about City of Carrabelle, Florida’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 does not provide a legal
determination of City of Carrabelle, Florida’s compliance with those requirements

In our opinion, City of Carrabelle, Florida complied, in all material respects, with the requirements

referred to above that are applicable to each of its major Federal programs and State projects for the year
ended September 30, 2008.
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Internal Control Over Compliance

The management of City of Carrabelle, Florida is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable
to Federal programs and State projects. In planning and performing our audit, we considered City of
Carrabelle, Florida’s internal control over compliance with requirements that could have a direct and
material effect on a major Federal program or State project in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance, 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 City of Carrabelle, Florida’s internal control over compliance.

A control deficiency is an entity’s internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a Federal
program or State project on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s ability to administer a federal
program or a State project such that there is more than a remote likelihood that non compliance with a
type of compliance requirement of a Federal program or a State project that is more than inconsequential
will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
Federal program or a State project will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be 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.

This report is intended solely for the information and use of City of Carrabelle, Florida’s management,
the City Council, State awarding agencies, and Federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

égqu NWQUR,;CO-g OJ,.

Tallahassee, Florida
September 17, 2009
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CITY OF CARRABELLE, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS -
FEDERAL AWARD PROGRAMS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2008

l. Summary of Auditors' Results:
Financial Statements
A. Type of audit report issued on the financial statements: Unqualified.
Internal control over financial reporting:
Material weakness(es) identified? _ X yes no

Significant deficiencies identified that are not considered to yes X__none reported
be material weaknesses?

Noncompliance material to financial statements noted? yes X__no

Federal Awards and State Financial Assistance
Internal control over major Federal programs:
Material weakness(es) identified? yes X__no

Significant deficiencies identified that are not considered to yes X__none reported
be material weaknesses?

Types of auditor’s report issued on compliance for major Federal programs: Ungualified

Any audit findings that are required to be reported in yes X__no
accordance with section 510(a) of OMB Circular A-133:

B. Identification of major programs:

Federal Program Federal CFDA Number
Community Development Block Grants/State's program and Non-
Entitlement Grants in Hawaii 14.228
Capitalization Grants for Clean Water State Revolving Funds 66.458
Dollar threshold used to distinguish between type A and type B $300,000
program:
Auditee qualified as low-risk auditee? yes X _no
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CITY OF CARRABELLE, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS -
FEDERAL AWARD PROGRAMS AND STATE FINANCIAL ASSISTANCE
SEPTEMBER 30, 2008
(Continued)

Summary of Auditors' Results: (Continued)

B. Identification of major programs: (Continued)

State Program State CSFA Number
Aviation Development Grants 55.004
Special Recreation Assistance Projects 37.071
Dollar threshold used to distinguish between type A and type B $198,781

program:

Findings relating to the general purpose financial statements which are required to be
reported in accordance with Government Auditing Standards:

Finding 08-01: Prepare Financial Statements in Accordance with GAAP

The internal control structure of the City of Carrabelle, Florida has focused primarily on the
objective of effectiveness and efficiency of operations (i.e., performance and mission goals and
safeguarding of resources). However, the system of internal control over the objectives of reliability
of financial reporting contains certain deficiencies. A key element of financial reporting is the
ability of management to select and apply the appropriate accounting principles to prepare the
financial statements in accordance with generally accepted accounting principles. For the year
ended September 30, 2008, there was no one on staff with sufficient knowledge to prepare GAAP-
based financial statements. As a result, certain adjustments were required to be made to the
accounting records subsequent to the start of the audit process. Material adjustments included
adjusting certain accrued expenses, note payables, prepaid expenses, fixed assets, accounts
receivables, accounts payable, cash, accumulated depreciation, revenues, expenses and due to/from
accounts at year-end. In addition, adjustments were made including the recording of certain prior
year audit adjustments. Since these adjustments resulted in a material misstatement of the financial
statements, this deficiency is deemed to be a material weakness.

Finding 08-02: Segregation of Duties

The same person within the accounting department handled cash and checks and posted receipts
and disbursements to the general ledger. One control that the City can implement to alleviate the
risk of misappropriation of assets from this lack of segregation of duties is to have another
designated person receive all cash and checks and to make required deposits and return a summary
of receipts along with a validated deposit slip before turning them over to the accounting
department. In addition, we noted once checks are signed they are handed back to the accounting
department. We recommend that someone outside the accounting department mail the checks.
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CITY OF CARRABELLE, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS -
FEDERAL PROGRAMS AND STATE FINANCIAL ASSISTANCE
SEPTEMBER 30, 2008
(Continued)

Findings and Questioned Costs — Related to Federal Awards:
None.
Findings and Questioned Costs — Related to State Projects:

None.
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CITY OF CARRABELLE, FLORIDA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Major Federal Programs
No prior year audit findings.
Major State Projects

No prior year audit findings.
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JAMES MOORE & CCO)., P. L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ MANAGEMENT LETTER REQUIRED BY CHAPTER
10.550, RULES OF THE STATE OF FLORIDA OFFICE OF THE AUDITOR GENERAL

To the Honorable City Council,
City of Carrabelle, Florida:

We have audited the financial statements of the City of Carrabelle, Florida, as of and for the fiscal year
ended September 30, 2008, and have issued our report thereon dated September 17, 2009.

We conducted our audit in accordance with United States generally accepted auditing standards, and
Government Auditing Standards issued by the Comptroller General of the United States and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. We have issued our
Independent Auditor's Report on Internal Control over Financial Reporting and Compliance and Other
Matters, Independent Auditor’s Report on Compliance with Requirements Applicable to Each Major
Federal Program and Each Major State Project and on Internal Control over Compliance, and Schedule of
Findings and Questioned Costs. Disclosures in those reports, which are dated September 17, 2009, 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 and require that certain items be addressed in this letter.

The Rules of the Auditor General (Section 10.554(1)(i)1.) require that we address in the management
letter, if not already addressed in the auditor's reports on compliance and internal controls or schedule of
findings and questioned costs, whether or not recommendations made in the preceding annual financial
audit report have been followed. Not all of the recommendations made in the preceding annual financial
audit report have been corrected and have been reported in this document.

As required by the Rules of the Auditor General (Section 10.554(1)(i)2.), the scope of our audit included
a review of the provisions of Section 218.415., Florida Statutes, regarding the investment of public funds.
In connection with our audit, we determined that the City of Carrabelle, Florida did complied with
Section 218.415, Florida Statutes.

The Rules of the Auditor General (Section 10.554(1)(i)3.) require that we address in the management
letter any findings and recommendations to improve financial management, accounting procedures, and
internal controls. Our audit disclosed the following matters required to be disclosed by the Rules of the
Auditor General (Section 10.554(1)(i)3.):
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Budgetary Controls

Florida Statutes, Section 166.241(3) provides that the budget must regulate expenditures of the
municipality, and it is unlawful for any officer of municipal government to expend or contract for
expenditures in any fiscal year except in pursuant of budgeted expenditures. The City adopts its budget
for the various funds on the modified accrual basis of accounting. Based upon that budget approach, the
City’s expenditures exceeded appropriations in the following fund:

Over
Fund Appropriations Expenditures Expenditure
General Fund $ 1,252,087 $ 1,963,363 $ 711,276
Capital Projects Fund $ 300,000 $ 886,494 $ 586,494
Special Revenue Fund $ - $ 718,703 $ 718,703
Water and Sewer Fund $ 1,263,654 $ 1,395,207 $ 131,553

Budgetary Controls—General

Florida Statutes, Section 166.241(3), states that the amount available from taxation and other sources,
including amount carried over from prior years, must equal the total appropriations for expenditures and
reserves. The City did, in fact, include carry forward amounts in its adopted budget. However, after year
end, when final fund equities were determined, the City did not amend the budget to include the
appropriate amounts. Failure to consider accurate beginning fund equities in the budget diminishes the
City’s ability to determine appropriate increases/decreases in revenues and/or expenditures that may be
needed for the fiscal year for which the budget is adopted. We recommend the City implement a policy
whereby final fund equities are included in the budget as soon as determined.

General Fixed Assets

As noted in the prior year, the City of Carrabelle, Florida had not taken a complete physical inventory of
property and equipment. This physical inventory serves to account for the physical existence of assets and
allows for updating of fixed assets records. The City also did not include an ID number for each item. We
recommend each property and equipment item be tagged with an ID number and the ID number be
included on the physical inventory list. The inventory should be compared to the City’s property records
and differences should be communicated to the City Council for proper disposition. After the property
records are updated and reconciled, a report should be made annually to the City Council noting any
discrepancies between physical inventory and the detailed property records.

Accounting Manual

As noted in the prior year, the City does not have an accounting procedures manual. Written procedures,
instructions, and assignments of duties will prevent or reduce misunderstandings, errors, inefficient or
wasted effort, duplicated or omitted procedures, and other situations that can result in inaccurate or
untimely accounting records. A well-devised accounting manual can also help to ensure that all similar
transactions are treated consistently, that accounting principles used are proper, and that records are
produced in the form desired by management. A good accounting manual should aid in the training of
new employees and possibly allow for delegation to other employees of some accounting functions that
management performs. It will take some time and effort for management to complete this manual,
however, we believe this time will be more than offset by time saved later in training and supervising
accounting personnel. Also, in the process of the comprehensive review of existing accounting procedures
for the purpose of developing the manual, management might discover procedures that can be eliminated
or improved to make the system more efficient and effective.
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Disaster Recovery Plan
As noted in the prior year, the City does not have current well-defined, written disaster recovery
procedures. The time to make contingency plans is before disaster strikes, so that all personnel will be
aware of their responsibilities in the event of an emergency situation that precludes the use of the existing
facilities. We suggest that management develop a disaster recovery plan that includes, but is not limited to
the following matters.

= Location of, and access to, offsite storage.

= Alisting of all data files that would have to be obtained from the offsite storage location.

» |dentification of a backup location (name and telephone number) where similar or
compatible equipment is available for emergency processing. (Management should make
arrangements for such back up with another company, a computer vendor, or a service
center. The agreement should be in writing).

= Responsibilities of various personnel in an emergency.

= Critical application priority and reporting requirements during the emergency period.

File Accounting Records in an Orderly Manner
The Company’s accounting records and related data are not maintained in an orderly filing manner. We
recommend orderly filing be maintained to insure proper control over all supporting documentation and
invoices evidencing revenues, expenditures, etc.

Cancel, Initial, and Properly File Invoices Being Paid

We believe that controls over cash disbursements could be improved by performing the following
procedures when paying bills:

» Cancel invoices by indicating the date paid, check number, etc. on the invoice.
* Have the person signing the check initial the invoice to indicate review of the invoice.
* File paid invoices in a manner that makes them easily accessible.

These procedures will help prevent unauthorized payment of invoices from being paid twice.

The Rules of the Auditor General (Section 10.554(1)(i)4.) requires that we address violations of
laws, regulations, contracts or grant agreements, or abuse that have occurred, or are likely to
have occurred, that have an effect on the determination of financial statement amounts that is
less than material but more than inconsequential. In connection with our audit, we did not have
any such findings.
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The Rules of the Auditor General (Section 10.554(1)(i)5.) require disclosure in the management letter of
the following matters if not already addressed in the auditor's reports on compliance and internal controls
or schedule of findings and questioned costs and are not clearly in consequential: (1) violations of laws,
rules, regulations, and contractual provisions that have occurred, or are likely to have occurred; (2)
improper or illegal expenditures; (3) improper or inadequate accounting procedures (e. g., the omission of
required disclosures from the financial statements); (4) failures to properly record financial transactions;
and (5) other inaccuracies, shortages, defalcations, and instances of fraud discovered by, or that come to
the attention of, the auditor. Our audit did not disclose any of the above matters required to be disclosed
by Rules of Auditor General (Section 10.554(1)(i)5.).

The Rules of the Auditor General (Section 10.554(1)(i)6.) also require that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be disclosed
in the management letter, unless disclosed in the notes to the financial statements. This information is
disclosed in the notes to the financial statements.

As required by the Rules of the Auditor General (Section 10.554(1)(i)7.a.), a statement must be included
as to whether or not the local government entity has met one or more of the conditions described in
Section 218.503(1), Florida Statutes. In connection with our audit, we determined that the City of
Carrabelle, Florida 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 Carrabelle, Florida for the fiscal year ended September 30, 2008, 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, 2008.

As required by the Rules of the Auditor General (Sections 10.554(i)7.c. and 10.556(7), we applied
financial 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.

Pursuant to Chapter 119, Florida Statutes, this management letter is 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 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.

Tallahassee, Florida
September 17, 2009
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CITY OF CARRABELLE AN HARTMAN

WILBURN “CURLEY” MESSER
MAYOR-COMMISSIONER C ARRABELLE, FLORID A CITY ATTORNEY
FRANKLIN MATHES
COMMISSIONER COURTNEY DEN[PSEY
CITY ADMINISTRATOR
JAMES N. BROWN
COMMISSIONER Kg:;g% ET};/{IRIT(H
RICHARD SANDS
COMMISSIONER P.O. DRAWER 3569
1001 GRAY AVENUE
. CARRABELLE, FLORIDA 32322
RAY TYRE :
COMMISSIONER TELEPHONE: 850-697-3618

FAX: 850-697-3156

Management’s Corrective Action

Prepare Financial Statements in Accordance with GAAP

The City of Carrabelle will apply the appropriate accounting principles to prepare the financial statements in accor-
dance with GAAP,

Segregation of Duties
The City of Carrabelle will segregate the duties of handling cash, checks, posting receipts, and disbursements.

Budgetary Controls- General
The City will implement a policy whereby final fund equities are included in the budget as soon as determined.

General Fixed Assets

The City is in the process of completing an inventory list which will correlate with the Auditors depreciation list.
All department supervisors will receive a list and be responsible for property on the inventory list and for an annual
physical inventory. '

Accounting Manual

Writing of the Accounting Manual is in progress.

Disaster Reeove‘l_'y Plan

The City continues work on a written Disaster Recovery Plan for departments other than water and sewer. The
water and sewer Disaster Recovery Plan is complete. It should be noted the City has a Disaster Contingency fund
in the form of a certificate of deposit in the amount of 17% of the General Fund annual budget.

Invoices

The City will implement a policy for filing paid invoices and other documentation. -

Check Payment

The City will make payments from invoices and not statements.
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