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Office of the Town Manager

Steven J. Alexander
Town Manager

March 8, 2010

To the Citizens of the Town of Cutler Bay:

It is our pleasure to submit the Comprehensive Annual Financial Report (CAFR) for the Town of Cutler Bay,
Florida, for the fiscal year ended September 30, 2009, pursuant to Section 218.39 of the Florida Statutes,
Chapter 10.550 of the Rules of the Auditor General of the State of Florida, and the Town Charter. The
financial statements included in this report conform to generally accepted accounting principles in the United
States of America (GAAP) as prescribed by the Governmental Accounting Standards Board (GASB). The
responsibility for both the accuracy of the presented data and the completeness and fairness of the
presentation, including all disclosures, rests with the Town. Management of the Town believes it has
established a strong internal control environment which enables it to produce financial statements free of
material misstatement. While no system of internal control can provide absolute assurance that errors or
irregularities do not occur, we believe the control environment established by the Town provides reasonable
assurance that it can produce financial statements that are free of material misstatement.

In accordance with Florida Statutes Section 218.39, the Town has engaged the firm of Alberni, Caballero &
Company, L.L.P., to perform the independent audit of the Town’s financial statements. The Independent
Certified Public Accountant’s report is included in the financial section of this Comprehensive Annual
Financial Report. The independent auditor has issued an unqualified opinion that this report fairly
represents the financial position of the Town in conformity with GAAP. The independent auditor found no
deficiencies in internal control over financial reporting that would be considered material weaknesses, nor
did it detect any instances of noncompliance or other matters that would be required to be reported under
Government Auditing Standards.

The contents of the CAFR have been influenced by compliance with GASB pronouncements, including
Statement 34 that has required the preparation of new government-wide financial statements on a full
accrual basis of accounting for all funds as well as Management’s Discussion and Analysis (MD&A). The
MD&A can be found immediately following the independent auditors’ report.

PROFILE OF THE GOVERNMENT

The Town of Cutler Bay (the “Town”) is a political subdivision of the State of Florida located in Miami-Dade
County (the “County”) and was incorporated in November 2005. The Town operates under a Council-
Manager form of government in which the Town elects five council members, one of whom is elected as the
Mayor and another of whom is elected as the Vice Mayor. Except for the initial election and terms of office
as specified in the Town Charter, council members are elected for four year terms. The Town Council
determines the policies that guide the Town’s operations and hires a Town Manager to implement and
administer these policies on a full-time basis. The Town of Cutler Bay provides a full range of municipal
services including police, parks and recreation facilities, building and zoning, planning, code enforcement,
and public works.

The annual budget serves as the foundation for the Town’s financial planning and control. All departments
of the Town are required to submit proposed budgets to the Town Manager, who then makes any necessary
revisions. The Town Manager then presents to the Town Council for their review, a budget estimate of the
expenditures and revenues of all the Town’s departments and divisions. Two public hearings are then
conducted to inform taxpayers of the proposed budget, to receive their comments, and respond to their
guestions of the proposed budget. A majority affirmative vote of the quorum is needed to adopt the budget,
which was legally enacted prior to October 1% by the passage of an Ordinance (as mentioned below, the
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Office of the Town Manager
Town’s Charter was amended and included a provision to provide that budgets be approved by Resolution,
effectively commencing with the fiscal year 2010 budget). The Town'’s budget is approved by the Council at
the departmental level, therefore the Town Manager and Finance Director may amend the adopted budget
for adjustments during the year within a department. The Town Council must approve all other budget
adjustments as well as any supplemental appropriations. At the close of each fiscal year, the
unencumbered balance of each appropriation reverts to the fund from which it was appropriated and is
subject to future appropriations.

Budgets are monitored at varying levels of classification detail; however, budgetary control is legally
maintained at the fund level except for the General Fund, which is maintained at the departmental level.
Budget-to-actual comparisons are provided in this report for the General Fund and each major special
revenue fund for which an appropriated annual budget has been adopted. For all other major and non-
major governmental funds and for the Stormwater Fund (a proprietary fund) for which an appropriated
annual budget has been adopted, this comparison is presented in the combining and individual fund section
of this report.

On December 19, 2007, pursuant to Section 6.2 of the Town Charter, the Town Council appointed a Charter
Review Commission to draft such amendments to the Town Charter as it deemed appropriate and to submit
such proposed amendments to the Town Council. The Charter Review Commission delivered its
recommendations for amendments to the Town Charter to the Mayor and Town Council and fifteen of the
nineteen proposed charter amendments were adopted by the electors of the Town on September 18, 2008.
These changes were incorporated into the Town Charter in fiscal year 2009.

INFORMATION USEFUL IN ASSESSING THE TOWN'S ECONOMIC CONDITION

Local Economy

The Town is located in southeast Florida, Miami-Dade County, and is primarily residential in nature. It
comprises approximately 10 square miles with approximately 40,000 full-time residents. The western-most
area of the Town, located along the South Dixie Highway (U.S.1) corridor, is commercial in nature with
hotels, restaurants and office complexes.

The Town has been successful in providing a high quality of life for its residents, by enhancing the level of
services being offered. In addition to the increased efforts to enhance services, the Town has also provided
competitive benefits to its employees, as recognition of the fact that, in order to continue to provide these
valuable services, it must retain and reward its valuable employees.

Town administrators recognize the importance of increasing its commercial tax base for future economic
health and to reduce the tax burden on the residents. To this end, the Town is pursuing a growth
management plan that smartly incorporates “mixed-use” residential and commercial development within the
Town as is consistent with such growth plan. On January 29, 2008, the Florida electorate approved an
amendment to the Florida Constitution relative to property taxation. The amendment, which primarily
provides for additional property tax exemptions and adds a “portability” provision, has had a negative impact
on the taxable base upon which property tax revenue of the Town is calculated.

Cutler Bay, like most communities across the state and nation, has been negatively impacted by the
financial crisis and economic downturn griping the United States. The south Florida real estate market has
been especially hard hit. Property values have experienced significant declines and there has been
increased foreclosure activity. These decreased property values, when factored on top of the property tax
changes discussed in the preceding paragraph, have further reduced the Town’s property tax revenues (all
other factors remaining constant). Subsequently, many property owners have petitioned and been granted
lower property valuations which have led to even lower property tax revenues.

The effects of the above noted changes have had a profound impact on the taxable property base within the
Town. The 2009 certified tax roll issued by the County Property Appraiser in July 2009, used for ad valorem
purposes for fiscal year 2010, reflected an approximate 20% decline in the taxable value of property within
the Town versus the certified tax roll for 2008 (used for ad valorem purposes in fiscal year 2009). It may
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Office of the Town Manager
take several years before building activity and growth return to the Town. In the interim, the Town continues
to operate in an extremely lean and efficient manner and has been very successful in obtaining grants and
other funding sources to proceed with planned projects within the Town.

Long-term Financial Planning and Major Initiatives

The Town is pursuing grant and other funding opportunities to provide needed improvements to the Town,
including funding for park land acquisition and improvements, road improvements and other public works
projects. During fiscal year 2008, the Town took possession of the local roadways and sidewalks within the
Town from the County and completed a streets master plan to map out its plan to maintain and upgrade this
infrastructure. In 2009, the Town finalized negotiations with the County on a “Joint Project Agreement” in
which the County agreed to provide funding (approximately $20 million) to the Town for specified road
improvement projects within the Town’s boundaries. The planning and engineering related to such projects
commenced in fiscal year 2010. Additionally, in fiscal year 2010 the Town commenced a roadway
improvement project, in response to requests from the local residents, which is estimated to cost $683,000
and which is being funded by local option gas tax monies.

During fiscal year 2008, the Town created its own stormwater utility operation after assuming that function
from the County in the final quarter of the fiscal year. The Town’s operation of the stormwater utility within
its Town boundaries will generate revenues which will enable the Town to perform the functions and
services to maintain the utility within Cutler Bay. While the Town has assumed operating control of the
stormwater utility within its boundaries effective July 2008, the assets and related accumulated depreciation
of those assets are not yet reflected in the financial statements of the Town since the County has not yet
been able to provide to the Town a comprehensive inventory/accounting of the actual assets that were
transferred as part of this agreement. It is anticipated that such assets will be inventoried and recorded in
the Town'’s financial statements in fiscal 2010.

During fiscal year 2007, the County transferred to the Town park lands and related assets within the Town'’s
boundaries. Pursuant to the transfer agreement, the Town agreed to continue to operate such facilities as
public parks in perpetuity. The Town’s recreation infrastructure and facilities are aging and need renovation
and/or replacement. During fiscal year 2009, the Town completed approximately $1 million in park
improvements, funded by various means, including grants and general fund sources, which were identified
in its parks master plan. More improvements are budgeted for fiscal year 2010 which will be funded by a
combination of sources, including grants, impact fees and other general fund sources.

In fiscal year 2010, the County transferred an additional parcel of land to the Town to be used as park land.
This parcel, which encompasses approximately 49.3 acres, will be developed to provide both active and
passive activities for Town residents. It is nestled near wetlands areas and it is anticipated that nature trails
will be included as part of the park build out. The County has also agreed to provide funds to help the Town
build the park infrastructure. In March 2010, the County remitted approximately $3.3 million to the Town,
from unspent impact fees, to start the development process. The County has also agreed to provide an
additional $5.3 million in development funding to the Town. The development of this park will occur in
stages and final completion is not expected until after 2012. It is anticipated that a valuation of such land will
be performed, and the corresponding amount recorded in the Town’s financial statements, in fiscal 2010.

The Town has no separately issued debt instruments. Long-term debt at fiscal year-end 2009 and 2008
consists primarily of capital leases and compensated absences liabilities.

The Town is required to pay the County its pro rata share for the Public Service Tax Revenue Bonds, Series
1999, 2002 and 2006 issued or authorized prior to the Town’s incorporation. The payments for the fiscal
year ended September 30, 2009 and 2008 were approximately $380,400 and $379,000, respectively. The
payment for fiscal year 2010 is anticipated to approximate $380,900.

As a condition of incorporation, the Town agreed that, until the bonds have been paid or provision made for
their payment pursuant to the ordinance enacted by the County, the County shall have the right to receive
and apply to debt service on the bonds all of the public service taxes, as defined, collected on behalf of the
Town with respect to bonds outstanding at the time of the municipal incorporation. The Town’s debt service
obligations as to the bonds in each fiscal year shall be its pro rata share of such debt service obligation. The
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Office of the Town Manager
Town'’s pro rata share will be equal to that percentage of the total debt service accruing on the bonds in such
fiscal year calculated by multiplying such total debt service by a fraction the numerator of which will be the
total amount of public service taxes collected within the boundaries of the unincorporated area comprising
the boundaries of the Town during the fiscal year in which the Town incorporated and the denominator of
which will be the total amount of public service taxes collected in the entire unincorporated area of the
County. The balance of the public service taxes collected within the boundaries of the Town are remitted to
the Town after the County satisfies the debt service requirements for the bonds.

The Town Council and Town Manager of the Town are fully charged with the security of the Town’s funds
and assets with the goal of maximizing return on surplus or idle cash. Cash management policies are
clearly identified in the adopted budget documents along with regulations defined by the laws of the State of
Florida. The Town’s excess funds are invested primarily in interest bearing deposits in a qualified public
depository. The principal focus of cash management is to ensure the safety of the Town’s cash while
maximizing its return on investment. During fiscal year 2009, the Town earned $202,000 in investment
income, as compared to $307,000 earned in fiscal year 2008. The decrease in investment income is directly
related to the sharp decline in interest rates during fiscal year 2009. The low interest rate environment is
expected to continue into fiscal year 2010.

The Town Council and Town management closely monitor the resources available to the Town and its use.
At September 30, 2009, the Town has accumulated $12.1 million of unreserved fund balance (representing
85% of general fund expenditures) which is available for future appropriation by the Town Council for
specific purposes it deems appropriate. Of that $12.1 million unreserved fund balance at September 30,
2009, the Town Council has designated $3.69 million as reserved for contingencies and emergencies.

Financial Policies

It is the Town'’s policy to annually adopt balanced budgets. The Town’s accounting system is organized on
a fund basis. A fund is defined as an independent fiscal and accounting entity with a self-balancing set of
accounts. The types of funds used are generally determined by the Town Council upon the
recommendations of the Town Manager and the Finance Director which are based upon established and
accepted accounting policies and procedures as well as the number of funds required.

Town management is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the Town are protected from loss, theft or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles in the United States of America. The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and
(2) the valuation of costs and benefits requires estimates and judgments by management.

As a recipient of state and local financial assistance, the Town is also responsible for ensuring that an
adequate internal control structure is in place to ensure and document compliance with applicable laws and
regulations related to these programs. This internal control structure is subject to periodic evaluation by
management. In addition, the Town maintains extensive budgetary controls. The objective of these controls
is to ensure compliance with legal provisions embodied in the annual appropriated budget approved by the
Town Council. The level of budgetary control (i.e., the level at which expenditures cannot legally exceed the
appropriated amount) is legally maintained at the fund level except for the General Fund, which is
maintained at the departmental level.

Other financial policies implemented by the Town include the development of policies and procedures
manual, the establishment of guidelines for the recording of capital assets, and the use of the Town’s web
site to disseminate budget documents and financial reports, including quarterly budget versus actual reports,
to its citizens.
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Office of the Town Manager

AWARDS AND ACKNOWLEDGEMENTS

This year the Town has applied for the Certificate of Achievement for Excellence in Financial Reporting
awarded by the Governmental Finance Officers Association of the United States and Canada (GFOA). The
Certificate of Achievement is a prestigious national award recognizing conformance with the highest
" standards for preparation of state and local government financial reports. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
Comprehensive Annual Financial Report, whose contents conform to program standards. This report must
satisfy both generally accepted accounting principles and applicable legal requirements.

The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the Town of Cutler
Bay for its Comprehensive Annual Financial Report for the fiscal year ended September 30, 2008. A
Certificate of Achievement is valid for a period of one year only. We believe that our current report for the
fiscal year ended September 30, 2009 conforms to the Certificate of Achievement Program requirements,
and we are submitting it to the GFOA to determine its eligibility for the certificate.

The preparation of this report could not have been accomplished without the efficient and dedicated services
of the entire staff of the Finance Department and the Town’s audit firm, Alberni, Caballero & Company,
L.L.P. We wish to express our appreciation to the Town staff for their interest and support in planning and
conducting the financial operations of the Town in a responsible and progressive manner. Finally, we would
also like to thank the various operating departments for their timely contributions in the writing of this report.

In closing, without the leadership and support of the Mayor and Town Council, the accomplishments and
anticipated future successes noted in this report would not have been possible.

o

Respectfully-stubmitted,

/teven Alexander, Town Manager Robert/A ﬂdario}?ﬁance Director
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INDEPENDENT AUDITORS’ REPORT



4649 PONCE DE LEON BLVD.

SUITE 404
o N ) CORAL GABLES, FL 33146
prosiui i S - TEL: 305-662-7272
' FAX: 305-662-4266
CERTIFIED PUBLIC ACCOUNTANTS ACC-CPA.COM

& CONSULTANTS

INDEPENDENT AUDITORS' REPORT

Honorable Mayor, Town Council and Town Manager
Town of Cutler Bay, Florida

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Town of Cutler Bay, Florida (the Town) as of
and for the fiscal year ended September 30, 2009, which collectively comprise the Town’s basic financial statements
as listed in the table of contents. These basic financial statements are the responsibility of the Town's management.
Our responsibility is to express opinions on these basic financial statements based on our audits.

We conducted our audits 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
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing and opinion on the effectiveness of the Town'’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
remaining fund information of the Town of Cutler Bay, Florida as of September 30, 2009, and the respective changes
in financial position, thereof for the fiscal 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 a report dated March 8, 2010 on our
consideration of the Town's internal control over financial reporting and our tests of 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 read in conjunction with this
report in considering the results of our audit.

The Management's Discussion and Analysis, listed in the table of contents, is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it.



Honorable Mayor, Town Council and Town Manager
Town of Cutler Bay, Florida

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Town’s, basic financial statements. The budgetary comparison schedules and combining non-major fund financial
statements listed in the table of contents are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The budgetary comparison schedules and combining non-major fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Ablberni Caballtoro & &/f(/a/% P

March 8, 2010
Coral Gables, Florida



FINANCIAL SECTION



MANAGEMENT'’'S DISCUSSION AND ANALYSIS
(Required Supplementary Information)



Management’'s Discussion and Analysis

As management of the Town of Cutler Bay (the “Town”), we offer in conjunction with the Town’s financial
statements this narrative overview and analysis of the financial activities of the Town for the fiscal year
ended September 30, 2009 with a comparative analysis with the prior fiscal period.

Financial Highlights

e The assets of the Town exceeded its liabilities at September 30, 2009 by $55.4 million (net assets).
Of this amount, approximately $12.8 million (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors.

e The Town’s total net assets increased by $3.4 million from the total net assets balance at
September 30, 2008. The increase results primarily from the Town'’s fiscal year 2009 operations

e As of September 30, 2009, the Town’'s governmental funds reported combined ending fund
balances of $14.3 million, an increase of $3.3 million from the September 30, 2008 balances, due
primarily to the Town’s operations during the fiscal year.

e At September 30, 2009, unreserved fund balance for the General Fund was $12.1 million, or 85%
of total General Fund expenditures, versus $8.7 million and 67%, respectively, at September 30,
2008. The increase in unreserved fund balance, both in gross dollar terms and as a percentage of
General Fund expenditures, is a positive indicator of improved financial health of the Town.

e In the last quarter of fiscal 2008, Miami-Dade County (the “County”) transferred the stormwater
utility operation within the Town’s boundaries to the Town. The Town is recording the activity of
this operation (a business type activity) in an enterprise fund and, in fiscal 2008, recognized
approximately $152,000 in revenues against $67,000 in expenses that resulted in an $85,000
increase in net assets. In fiscal 2009, the stormwater utility operated for the entire fiscal year and
generated approximately $986,000 in revenues against $585,000 in expenses that contributed
$401,000 towards the utility’'s $637,000 increase in net assets. The other components of the fiscal
2009 increase in net assets include a capital contribution of approximately $151,000 relating to
stormwater infrastructure under construction, as well as $85,000 in non-operating revenue items.

e Of the unreserved fund balance of the General Fund at September 30, 2009, $3.69 million has
been designated by management, and approved by Council, for contingencies and other operating
emergencies.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the Town of Cutler Bay’s basic
financial statements. The basic financial statements are comprised of (a) government-wide financial
statements, (b) fund financial statements, and (c) 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 Town’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the Town'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 Town 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 transactions 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 of the Town are principally supported by taxes and
intergovernmental revenues (governmental activities), and also reflect the transfer of infrastructure assets, in
2008 and earlier, to the Town from the County (park lands and related assets, and roadways and
sidewalks), as well as by user fees and charges which are intended to recover all or a significant part of the
cost of providing services to residents (business-type activities). The governmental activities of the Town
include general government, public safety, public works, parks and recreation, and community development.
The Town has one business-type activity, the Stormwater Fund. The government-wide financial statements
report on only the Town of Cutler Bay.

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 Town of Cutler Bay, like other
state and local governments, uses fund accounting to ensure and demonstrate accountability for the
collection and use of public resources. The use of funds is an important tool for governments to
demonstrate their compliance with the lawfully permitted use of resources. All of the funds of the Town 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 reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The Town of Cutler Bay maintains various governmental funds, some of which meet the criteria of major
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 the Capital Projects Fund. These funds are considered major funds. The Town also
maintains several other special revenue funds, none of which meet the criteria of major funds. The totals of
these funds are presented in the aforementioned governmental fund statements in a separate column
entitted “Other Governmental Funds”, with the detail provided in supplemental combining financial
statements.

The Town of Cutler Bay adopts an annual appropriated budget for its General Fund, Special Revenue funds,
and Capital Projects Fund. A budgetary comparison statement has been provided for the General Fund and
Special Revenue Fund to demonstrate compliance with their respective budgets.

Proprietary funds. The Town maintains one proprietary fund for which the Town adopts an annual
appropriated budget. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The Town uses an enterprise fund to account for its
stormwater operations.

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.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information. Also, the combining statements referred to earlier in
connection with non-major governmental funds is presented immediately following the required
supplementary information.

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 Town of Cutler Bay, assets exceeded liabilities by $55.4 million and $52.0 million,
respectively, at September 30, 2009 and 2008, an increase of $3.4 million during fiscal 2009.



The largest portion of the Town’s assets at September 30, 2009 consists of capital assets, primarily
roadways, sidewalks, park lands and related assets transferred to the Town by the County (a $31.9 million
capital contribution in fiscal 2008). Other significant assets at September 30, 2009 and 2008 include cash
on hand and receivables due from the County and the State of Florida (the “State”).

Receivables at September 30, 2009 and 2008 consist primarily of amounts due from the County ($670,100
and $717,200, respectively) as well as intergovernmental receivables due from the State ($481,400 and
$432,400, respectively).

The receivables due from the County at September 30, 2009 and 2008 related primarily to property and
utility taxes and stormwater fees due the Town at that date.

The increase in intergovernmental receivables at September 30, 2009 over the comparable 2008 balance
primarily reflects the fact that, at the end of the fiscal 2009 period, there was more outstanding from the
State for communications services tax.

Town of Cutler Bay
Statement of Net Assets
September 30,

(in thousands)

Total

Governmental Activities Business-type Activities Total Percent

2009 2008 2009 2008 2009 2008 Change
Current and other assets $ 15,078 $ 12,398 $ 558 $ 85 $ 15,636 $ 12,483 25.3%
Capital assets 40,592 41,131 258 - 40,850 41,131 -0.7%
Total assets 55,670 53,529 816 85 56,486 53,614 5.4%
Long-term debt 145 146 15 - 160 146 9.6%
Other liabilities 879 1,474 79 - 958 1,474 -35.0%
Total liabilities 1,024 1,620 94 - 1,118 1,620 -31.0%

Net assets

Invested in capital assets, net of related debt 40,475 40,987 236 - 40,711 40,987 -0.7%
Restricted 1,888 2,031 - - 1,888 2,031 -7.0%
Unrestricted 12,283 8,891 486 85 12,769 8,976 42.3%
Total net assets $ 54,646 $ 51,909 $ 722 $ 85 $ 55,368 $ 51,994 6.5%

The balance of unrestricted net assets (approximately $12.8 million and $9.0 million, respectively at
September 30, 2009 and 2008) may be used to meet the government’s ongoing obligations to citizens and
creditors.

At September 30, 2009 and 2008, the Town of Cutler Bay is able to report positive balances in all three
categories of net assets.

Governmental activities. Governmental activities increased net assets by $2.7 million and $36.5 million,
respectively, for the year ended September 30, 2009 and 2008, representing the results of the Town’s
operations for the applicable fiscal periods, as well as infrastructure assets transferred from the County to
the Town during fiscal 2008.

Business-type activities. Business-type activities increased net assets by approximately $637,000 and
85,000, respectively, for the year ended September 30, 2009 and 2008, representing the results of the
Town'’s operations of the stormwater utility which commenced in the fourth quarter of fiscal year 2008.



Key elements in the changes in net assets activity are as follows:

Town of Cutler Bay
Changes in Net Assets
For The Fiscal Year Ended
(in thousands)

Governmental Business-Type
Activities Activities Total
Total
September 30, September 30, September 30, Percent
2009 2008 2009 2008 2009 2008 Change
Revenues
Program revenues:
Charges for services 1,399 $ 1,412 986 $ 151 2,385 $ 1,563 52.6%
Operating grants and contributions 385 249 - - 385 249 54.6%
Capital grants and contributions 715 32,574 151 866 32,574 -97.3%
General revenues:
Taxes and franchise fees 16,040 15,582 - - 16,040 15,582 2.9%
Other 217 364 4 1 221 365 -39.5%
Total revenues 18,756 50,181 1,141 152 19,897 50,333 -60.5%
Expenses
General government 3,566 3,437 585 67 4,151 3,504 18.5%
Public safety 7,890 6,871 - - 7,890 6,871 14.8%
Parks and recreation 1,577 1,438 1,577 1,438 9.7%
Community development 2,898 1,958 2,898 1,958 48.0%
Interest on long-term debt 6 7 6 7 -14.3%
Total expenses 15,937 13,711 585 67 16,522 13,778 19.9%
Change in net assets before transfers 2,819 36,470 556 85 3,375 36,555 -90.8%
Transfers (81) - 81 - - - N/A
Increase in net assets 2,737 36,470 637 85 3,375 36,555 -90.8%
Net assets, beginning 51,909 15,439 85 - 51,994 15,439 236.8%
Net assets, ending 54,646 $ 51,909 722 $ 85 55,368 $ 51,994 6.5%

Governmental activities:

Taxes and franchise fees ($16 million and $15.6 million, respectively, for fiscal 2009 and fiscal
2008) comprised 85% and 31%, respectively, of total revenues of $18.8 million and $50.2 million
for fiscal 2009 and fiscal 2008, respectively, with property taxes representing the largest single tax
source ($6.6 million in fiscal 2009 and $6.7 million in fiscal 2008). The increase in these revenues
in fiscal 2009 over fiscal 2008 amounts result primarily from increases in utility taxes, franchise fees
and intergovernmental revenues, offset to some extent by a decrease in property tax revenues and
investment income.

Operating and capital grants and contributions ($385,000 and $715,000 at September 30, 2009
and $249,000 and $32.6 million at September 30, 2008, respectively) account for 6% and 65% of
total revenues at September 30, 2009 and 2008, respectively. $31.9 million of the fiscal 2008
capital grants and contributions represents roadways and sidewalks transferred to the Town by the
County. The remaining amounts in both the fiscal 2009 and fiscal 2008 periods are comprised
primarily of local option gas tax receipts, impact fees and capital project grant funds received by the
Town. Use of these funds is restricted to certain prescribed uses.

Charges for services account for 7% and 3% of total revenues at September 30, 2009 and 2008,
respectively. These amounts consist primarily of building and zoning fees, park service fees and
public safety fines and forfeitures. Use of these funds is generally restricted to certain prescribed
uses.

Business-type activities:

Charges for services for stormwater fees, which represent 86% and 99% of total revenues at
September 30, 2009 and 2008, respectively, in the proprietary fund, resulted from the Town’s
operation of the stormwater utility within the Town’s boundaries which commenced in the fourth
quarter of fiscal 2008.



Financial Analysis of the Government’s Funds

The Town of Cutler Bay uses fund accounting to ensure and demonstrate accountability for the collection
and use of public resources.

Governmental funds. The focus of the Town of Cutler Bay’s governmental funds is to provide information
on near term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Town'’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 September 30, 2009 and 2008, the Town's governmental funds reported combined ending fund
balances of $14.3 million and $11 million, respectively. The increase in the balance results primarily from
normal operating activities in fiscal 2009 reflecting increases in utility taxes, franchise fees,
intergovernmental revenues, and charges for services, offset to some extent by decreases in property tax
revenues, license and permit fees, fines, and interest income. Approximately 85% and 79% of this amount,
or $12.1 million and $8.7 million, respectively, constitutes unreserved fund balance at September 30, 2009
and 2008, respectively, which is available for spending at the Town'’s discretion. Of the unreserved fund
balance at September 30, 2009, $3.69 million has been designated by management, and approved by
Council, for contingencies and other operating emergencies. The remainder of fund balance is reserved to
indicate that it is not available for new spending because it has already been committed for prepaid
expenses or reserved for special revenue or capital project fund purposes.

The General Fund is the primary operating fund of the Town of Cutler Bay. At September 30, 2009 and
2008, unreserved fund balance of the General Fund was $12.1 million and $8.7 million, respectively. As a
measure of the fund’s liquidity, it may be useful to compare both unreserved fund balance and total fund
balance to total fund expenditures. Unreserved fund balance of the General Fund at September 30, 2009
represents 85% of total General Fund expenditures (67% at September 30, 2008), while total fund balance
of the General Fund represents 87% of that same total fund expenditure amount (69% at September 30,
2008). This trend is positive and reflects a healthy financial condition for the Town.

The fund balance of the Town of Cutler Bay's General Fund increased by $3.4 million and $4.3 million
during fiscal 2009 and fiscal 2008, respectively. The increase primarily reflects the results of the Town’s
operating activity for the fiscal year, including increased revenues generated from utility taxes, franchise
fees, intergovernmental revenues and charges for services. These revenue increases were offset to some
extent by increased expenditures during 2009 for public safety, community development, and parks.

The Special Revenue Fund was established to account for revenues whose expenditure is restricted to
certain prescribed uses. During fiscal 2009 and fiscal 2008, the Town received, and recorded as special
revenues, local option gas taxes, whose expenditure is limited to certain prescribed transportation related
items, and parks and law enforcement impact fees, whose expenditure are limited to certain prescribed
parks and public safety uses, respectively.

The fund balance of the Town of Cutler Bay’s Special Revenue Fund increased by $258,000 and $260,700,
respectively, during fiscal 2009 and fiscal 2008, reflecting the net operating results for the respective fiscal
periods.

The Capital Projects Fund was established to account for the revenues derived from grants and other
sources specifically earmarked for major capital type projects within the Town. The Capital Projects Fund
was a major fund in fiscal 2009, but a non-major fund in fiscal 2008. The fund balance of the Town of Cutler
Bay's Capital Projects Fund decreased by $401,000 in fiscal 2009 resulting from the use of funds
accumulated in prior years for Park projects continuing or starting in fiscal 2009. In fiscal 2008, fund balance
in this fund increased by $416,000 reflecting revenues received during that year in advance of major
development activity.

Proprietary funds. The Town’s proprietary fund was created to account for the Town’'s stormwater
operations, which commenced in July 2008. Operations during fiscal year 2009, the first full year of
operation, generated an increase in net assets of approximately $637,000, whereas operations for the last
quarter of fiscal 2008 generated an increase in net assets of approximately $85,000. The fiscal year 2009
increase in net assets resulted from operating activity ($401,000), a capital contribution ($151,000) relating
to stormwater infrastructure under construction and non-operating activities ($85,000).



Fiscal 2009 was the first full year the Town operated the stormwater system within the Town’s boundaries.
As such, the Town began on its own maintenance program to keep the stormwater drainage assets and
canals functioning properly and clear of debris. Also, the Town commenced stormwater drainage projects to
enhance the system taken over from the County. The cost of these new drainage assets are being
accumulated in construction in progress until such time as they are completed and placed in service.

Of the total net assets at September 30, 2009 of $722,000, $236,000 are classified as invested in capital
assets, net of related debt, and $486,000 are classified as unrestricted. At September 30, 2008, total net
assets of $85,000 were classified as unrestricted.

General Fund Budget Highlights

During fiscal 2009 and fiscal 2008, the actual “excess of revenues over expenditures” exceeded the
corresponding budgetary amounts by $5.4 million and $4.6 million, respectively. For fiscal 2009, the results
were achieved as actual revenues exceeded budgeted amounts by $2.3 million while actual expenditures
were $3.1 million less than budgeted. In fiscal 2008, actual revenues exceeded budgeted amounts by $2.4
million while actual expenditures were $2.2 million less than budgeted. The favorable results in both fiscal
periods result from close monitoring of operations by Town personnel.

In the fiscal 2009 period, contributing to the favorable revenue variance was better than expected collections
of utility taxes and franchise fees as well as better than expected collections from State shared revenue
sources and licensing activity. Given the economic climate in which the Town operated under while
preparing its fiscal 2009 budget, management conservatively estimated various revenue streams as a
precautionary measure. In virtually all material revenue categories, actual revenues generated exceeded
budget. Similarly, the Town had favorable expenditure budget variances with all departments. This resulted
from a conscious effort by management for fiscal restraint in the difficult economic times in which the Town
was operating, as well as deferring expenditures for some planned projects to future fiscal years.

There were two supplemental appropriations during fiscal 2009. In January 2009, the Town Council passed
a fiscal 2009 budget amendment ordinance to appropriate $60,000 to be used for the construction of a new
walking path at one of the Town’s parks. In November 2009, the Town Council passed a budget
amendment ordinance to increase the fiscal 2009 budget amount for town attorney professional services by
$37,000 and to decrease the law enforcement professional services budget amount by a corresponding
amount.

Capital Assets and Debt Administration

Capital assets. The Town of Cutler Bay’s investment in capital assets, net of accumulated depreciation,
for its governmental and business type activities as of September 30, 2009 and 2008, amounts to
approximately $40.6 million and $258,000 and $41.1 million and $-, respectively. This investment in capital
assets includes acquisition, by purchase and/or through capital lease, of computer hardware and software,
furniture and equipment, vehicles and improvements other than buildings which were necessary for the
Town to operate, and infrastructure assets transferred to the Town by the County.

In July 2008, Miami Dade County transferred effective operating control of the stormwater utility function
within the Town’s boundaries to the Town. However, the County has not yet been able to provide to the
Town a comprehensive inventory/accounting of the actual assets that were transferred as part of this
agreement. As a result, while the Town has assumed operating control of the stormwater utility within its
boundaries effective July 2008, the assets and related accumulated depreciation of those assets are not yet
reflected in the financial statements of the Town. It is anticipated that such assets will be inventoried and
recorded in the Town’s financial statements in fiscal 2010.



The following summarizes the Town'’s investment in capital assets for its governmental and business type

activities, net of accumulated depreciation:
Town of Cutler Bay
Investment in Capital Assets, net of Accumulated Depreciation
September 30,
(in thousands)

Governmental Activities Business-type Activities Total
2009 2008 2009 2008 2009 2008
General Government $ 237 $ 147 $ - $ - $ 237 147
Community Development 138 154 - - 138 154
Public safety 137 166 - - 137 166
Parks 9,723 8,966 - - 9,723 8,966
Public Works 30,357 31,698 258 - 30,615 31,698
$ 40,592 $ 41,131 $ 258 $ - $ 40,850 41,131

Additional information regarding the Town'’s capital assets can be found in footnotes I. and V. in the
accompanying notes to financial statements.

Long-term debt. At September 30, 2009 and 2008, the Town's capital lease obligations were
approximately $117,000 and $143,300, respectively, for governmental activities and $21,600 and $-,
respectively, for business type activities. The capital leases were entered into for the acquisition of vehicles,
furniture and telecom equipment which are included in capital assets. Additional information regarding the
Town’s long-term debt can be found in footnotes I. and VI. in the accompanying notes to financial
statements.

Economic Factors and Next Year's Budgets and Rates

e The unemployment rate for the Miami-Dade County area at September 30, 2009 is 10.7%, which is
a substantial increase from a rate of 5.3% a year ago, and above the national unemployment rate.

o Inflationary trends in the region compare unfavorably to national indices.

e In setting its fiscal 2010 budget, the Town adopted an increase in its mil rate versus the amount
that was in effect for fiscal 2009. The mil rate adopted, however, was less than the statutorily
computed “roll-back” rate.

e On January 29, 2008, the Florida electorate approved an amendment to the Florida Constitution
relative to property taxation. The amendment, which primarily provides for additional property tax
exemptions and adds a “portability” provision, began impacting the Town in fiscal 2009 and will
have a negative impact on the amount of property tax revenue the Town generates going forward,
assuming the Town does not increase its millage rate or achieve growth in its tax base which will
offset the amendment’s effects.

e Cutler Bay, like most communities across the state and nation, has been negatively impacted by
the financial crisis and economic downturn griping the United States. The south Florida real estate
market has been especially hard hit. Property values have experienced significant declines and
there has been increased foreclosure activity. For its fiscal 2010 tax year, the taxable value of
property in Town decreased almost 20% from the fiscal 2009 tax base level, as certified by the
County Property Appraiser. It is anticipated that further declines in the taxable property base could
be experienced for fiscal 2011.

e These decreased property values, when factored on top of the property tax changes discussed
above, will further reduce the Town’s property tax revenues (all other factors remaining constant).
Further, it may take several years before building activity and growth return to the Town. In the
interim, the Town continues to operate in a lean and efficient manner and has been extremely
successful in obtaining grants and other funding sources to proceed with planned projects within
the Town.

Requests for Information

This financial report is designed to provide a general overview of the Town of Cutler Bay's finances.
Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Department of Finance, 10720 Caribbean Blvd., Suite 105, Cutler
Bay, FL 33189.



BASIC FINANCIAL STATEMENTS



ASSETS

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable - net
Prepaids
Other assets
Internal balances
Capital assets:
Land
Construction in progress
Building
Computer hardware and software
Furniture and equipment
Infrastructure
Improvements other than building
Total capital assets
Less accumulated depreciation
Total capital assets - net

Total assets

LIABILITIES

Accounts payable

Other liabilities

OPEB liability

Noncurrent liabilities:
The amount due in one year
The amont due in over one year

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
Capital projects
Public safety
Parks and recreation
Unrestricted

Total net assets

TOWN OF CUTLER BAY, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2009

Business-
Governmental Type
Activities Activities Total
$ 11,732,906 - $ 11,732,906
1,887,878 - 1,887,878
1,733,498 3,635 1,737,133
271,536 - 271,536
6,702 - 6,702
(554,702) 554,702 -
6,062,776 - 6,062,776
639,211 231,796 871,007
1,238,279 - 1,238,279
334,012 - 334,012
804,545 29,383 833,928
57,205,800 - 57,205,800
2,456,839 - 2,456,839
68,741,462 261,179 69,002,641
(28,149,464) (3,673) (28,153,137)
40,591,998 257,506 40,849,504
55,669,816 815,843 56,485,659
765,623 71,936 837,559
39,514 - 39,514
9,000 - 9,000
64,232 6,930 71,162
145,319 14,653 159,972
1,023,688 93,519 1,117,207
40,474,906 235,923 40,710,829
941,715 - 941,715
209,330 - 209,330
736,833 - 736,833
12,283,344 486,401 12,769,745
$ 54,646,128 $ 722,324 $ 55,368,452

See notes to basic financial statements
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Functions/programs
Governmental activities:
General government
Public safety
Community development
Parks and recreation
Interest on long-term debt

Total governmental activities

Business-type activities:
Stormwater

Total business-type activities
Total

TOWN OF CUTLER BAY, FLORIDA

STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED SEPTEMBER 30, 2009

Net (Expense) Revenue and

See notes to basic financial statements
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Program Revenues Changes in Net Assets Total
Operating Capital Business-
Charges for Grants and Grants and Governmental Type

Expenses Services Contributions Contributions Activities Activities
3,565,748 $ 139,451 43,997 196,359 $ (3,185,941) $ - $ (3,185,941)
7,890,206 395,610 24,786 - (7,469,810) - (7,469,810)
2,898,067 723,271 181,273 - (1,993,523) - (1,993,523)
1,576,740 140,853 134,396 518,972 (782,519) - (782,519)
6,087 - - - (6,087) - (6,087)
15,936,848 1,399,185 384,452 715,331 (13,437,880) - (13,437,880)
584,976 986,119 - 150,456 - 551,599 551,599
584,976 986,119 - 150,456 - 551,599 551,599
16,521,824 2,385,304 384,452 865,787 (13,437,880) 551,599 (12,886,281)

General revenues:

Property taxes 6,599,152 - 6,599,152
Utility taxes 2,186,688 - 2,186,688
Franchise fees on gross receipts 1,791,088 - 1,791,088
Intergovernmental (unrestricted) 5,463,037 - 5,463,037
Investment income 197,380 4,820 202,200
Miscellaneous 19,194 - 19,194
Change in net assets before transfers 2,818,659 556,419 3,375,078
Transfers (81,338) 81,338 -
Change in net assets 2,737,321 637,757 3,375,078
Net assets, Beginning 51,908,807 84,567 51,993,374
Net assets, Ending $ 54,646,128 $ 722,324 $ 55,368,452




TOWN OF CUTLER BAY, FLORIDA
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2009

Major Funds Other Total
Special Revenue Capital Projects  Governmental Governmental
Genera Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 13,617,978 $ - % - $ - 3 13,617,978
Restricted cash and cash equivalents 2,806 - - - 2,806
Accounts receivable - net 1,165,908 - 521,777 45,813 1,733,498
Prepaids 271,536 - - - 271,536
Other assets 6,702 - - - 6,702
Due from other funds 552,314 1,872,602 - - 2,424,916
Total assets $ 15,617,244 $ 1,872,602 $ 521,777 $ 45,813 $ 18,057,436
LIABILITIES AND FUND BALANCES
Accounts payable $ 765,623 $ - % - $ - 3 765,623
Deferred revenues 39,514 - - - 39,514
Due to other funds 2,427,304 - 506,501 45,813 2,979,618
Total liabilities 3,232,441 - 506,501 45,813 3,784,755
FUND BALANCES
Reserved for
Prepaids 271,536 - - - 271,536
Capital projects - 926,439 15,276 - 941,715
Parks and recreation - 736,833 - - 736,833
Public safety - 209,330 - - 209,330
Unreserved
Designated for
Contingencies and emergencies 3,690,000 - - - 3,690,000
Undesignated 8,423,267 - - - 8,423,267
Total fund balances 12,384,803 1,872,602 15,276 - 14,272,681
Total liabilities and fund balances $ 15,617,244 $ 1,872,602 $ 521,777 $ 45,813 $ 18,057,436

See notes to basic financial statements
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TOWN OF CUTLER BAY, FLORIDA

RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET ASSETS

GOVERNMENTAL FUNDS

SEPTEMBER 30, 2009

Fund balances - total government funds (Page 12)

Amounts reported for governmental activities in the statement
of net assets are different as a result of:

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

Governmental capital assets
Less accumulated depreciation

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the governmental funds.

OPEB Liability

Capital leases
Compensated absences

Net assets of governmental activities (Page 10)

See notes to basic financial statements
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$ 14,272,681

68,741,462
(28,149,464)

(9,000)
(117,092)
(92,459)

$ 54,646,128



TOWN OF CUTLER BAY, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FISCAL YEAR ENDED SEPTEMBER 30, 2009

Major Funds Other Total
Special Revenue Capital Projects Governmental Governmental
General Fund Fund Funds Funds
Revenues:
Property taxes $ 6,599,152 $ - % - $ - 3 6,599,152
Franchise fees 1,791,088 - - - 1,791,088
Utility taxes 2,186,688 - - - 2,186,688
Charges for services 376,087 - - - 376,087
Intergovernmental 5,644,907 196,359 518,972 156,275 6,516,513
Licenses and permits 723,271 - - - 723,271
Impact fees - 46,307 - - 46,307
Fines and forfeitures 299,827 - - - 299,827
Interest 167,731 26,417 3,232 - 197,380
Miscellaneous 19,194 - - - 19,194
Total revenues 17,807,945 269,083 522,204 156,275 18,755,507
Expenditures:
Current:
General government 3,371,713 - - 43,997 3,415,710
Public safety 7,837,236 - - - 7,837,236
Community development 1,404,141 - - 44,323 1,448,464
Parks and recreation 1,207,029 - - 85,684 1,292,713
Debt service:
Principal retirement 77,956 - - - 77,956
Interest 6,087 - - - 6,087
Capital outlay:
General government 229,896 - - - 229,896
Public safety 24,216 - - - 24,216
Community development 54,280 - - - 54,280
Parks and recreation 87,643 - 967,991 - 1,055,634
Total expenditures 14,300,197 - 967,991 174,004 15,442,192
Excess of revenues over expenditures
and other financing sources 3,507,748 269,083 (445,787) (17,729) 3,313,315
Other financing sources (uses) :
Transfers (133,099) (11,000) 45,032 17,729 (81,338)
Proceeds from capital leases 51,734 - - - 51,734
Total other financing sources (uses) (81,365) (11,000) 45,032 17,729 (29,604)
Net change in fund balances 3,426,383 258,083 (400,755) - 3,283,711
Fund balances - Beginning 8,958,420 1,614,519 416,031 - 10,988,970
Fund balances - Ending $ 12,384,803 $ 1,872,602 $ 15,276 $ - $ 14,272,681

See notes to basic financial statements
14



TOWN OF CUTLER BAY, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED SEPTEMBER 30, 2009

Amounts reported for governmental activities in the statement
of activities are different as a result of:

Net change in fund balances - total government funds (Page 14) $ 3,283,711
Governmental funds report capital outlays as expenditures.

However, in the statement of activities, the cost of those assets
is depreciated over their estimated useful lives.

Expenditures for capital outlays 1,364,026
Less current year depreciation (1,879,133) (515,107)

The net effect of various transactions involving capital assets (i.e., sales, trade-ins, and
donations) is to increase (decrease) net assets.

Capital outlay which did not meet the threshold for capitalization (23,487) (23,487)

The issuance of long-term debt (e.g. bonds, leases) provided current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets.

Proceeds from capital leases (51,734)
Principal payments on capital leases 77,956 26,222

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

OPEB liability (9,000)
Compensated absences (25,018) (34,018)
Change in net assets of governmental activities (Page 11) $ 2,737,321

See notes to basic financial statements
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TOWN OF CUTLER BAY, FLORIDA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2009

ASSETS
Current assets:
Receivables
Due from other funds
Total current assets

Non-current assets:
Capital assets

Less accumulated depreciation
Total non-current assets

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:

Accounts payable
Current portion of capital lease

Non-current liabilities:
Capital lease

Total liabilities
Net assets:

Invested in capital assets, net of related debt
Unrestricted

Total net assets

See notes to basic financial statements
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Stormwater

$ 3,635

554,702

558,337

261,179

(3.673)
257,506

815,843

$ 71,936
6,930

78,866
14,653

93,519

235,923
486,401

$ 722,324



STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

Operating revenues:
Charges for services
Total revenues

Operating expenses:
Operations and maintenance
Depreciation

Total operating expenses

Operating income

Non-operating revenues:
Interest income
Transfers
Total non-operating revenues

Capital contributions

Changes in net assets
Net assets - Beginning

Net assets - Ending

TOWN OF CUTLER BAY, FLORIDA

PROPRIETARY FUNDS
FISCAL YEAR ENDED SEPTEMBER 30, 2009

See notes to basic financial statements
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Stormwater

986,119

986,119

581,303
3,673

584,976

401,143

4,820
81,338

86,158

150,456

637,757

84,567

722,324




TOWN OF CUTLER BAY, FLORIDA
STATEMENT OF CASHFLOWS
PROPRIETARY FUNDS
FISCAL YEAR ENDED SEPTEMBER 30, 2009

Cash Flows From Operating Activities:
Cash received from customers
Cash paid to suppliers

Net cash provided by operating activities

Cash Flows From Non-Capital Financing Activities
Transfers from other funds
Loans to other funds
Net cash used in non-captial financing activities

Cash Flows From Capital and Related Financing Activities
Acquisition and construction of capital assets
Capital contributions
Principal payments on capital lease
Net cash used in non-captial financing activities

Cash Flows From Investing Activities
Interest income
Net cash provided by investing activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents- Beginning

Cash and Cash Equivalents- Ending

Reconciliation Of Operating Income to Net Cash Provided By Operating Activities:
Operating income

Adjustments to reconcile operating income to net cash provided by operating activities:

Depreciation

Change in operating assets and liabilities:
Receivables
Accounts payable

Net cash provided by operating activities

Schedule of non-cash capital and related financing activities:
Capital assets purchased through capital lease

See notes to basic financial statements
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Stormwater

$ 982,484
(509,367)

473,117

81,338
(470,135)

(388,797)

(231,796)
150,456
(7.800)

(89,140)

4,820

4,820

$ 401,143

3,673

(3,635)
71,936
$ 473,117

$ 29,383




TOWN OF CUTLER BAY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of the Town of Cutler Bay, Florida's (the Town) significant accounting policies is presented
to assist the reader in interpreting the financial statements and other data in this report. The policies are
considered essential and should be read in conjunction with the accompanying financial statements.

The accounting policies of the Town conform to accounting principles generally accepted in the United
States of America (GAAP) as applied to governmental units. This report, the accounting systems and
classification of accounts conform to standards of the Governmental Accounting Standards Board (GASB),
which is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The following is a summary of the more significant policies:

a.

Financial Reporting Entity

The Town was incorporated on November 9, 2005 as a municipal corporation, resulting from the
election authorized by Resolution R-1318-04 adopted by the Miami-Dade County Board of County
Commissioners, and was established to conduct a government, perform municipal functions, and
provide services to its citizens, as provided by the Constitution of the State of Florida and the
Home Rule Charter of Miami-Dade County. The Town operates under a Council-Manager form of
government. The Town Council is responsible for legislative and fiscal control of the Town. A
Town Manager is appointed by the Town Council and is responsible for the administration of all
Town affairs placed in the manager's charge by charter or action of the Town Council.

The financial statements were prepared in accordance with government accounting standards
which establishes standards for defining and reporting on the financial reporting entity. The
definition of the financial reporting entity is based upon the concept that elected officials are
accountable to their constituents for their actions. One of the objectives of financial reporting is to
provide users of financial statements with a basis for assessing the accountability of the elected
officials. The financial reporting entity consists of the Town, organizations for which the Town is
financially accountable and other organizations for which the nature and significance of their
relationship with the Town are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete. The Town is financially accountable for a component
unit if it appoints a voting majority of the organization's governing board and it is able to impose
its will on that organization or there is a potential for the organization to provide specific financial
benefits to, or impose specific financial burdens on, the Town. Based upon the application of
these criteria, there were no organizations which met the criteria described above.

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 non-fiduciary 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 Town has one business-type activity, the stormwater utility fund.
The Town has no fiduciary activities.
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The statement of activities demonstrates the degree to which the direct expenses of a given
function or segments 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.

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. 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.

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 Town considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Revenues resulting from expenditure driven
transactions such as certain grants are considered collectible at the time the expenditure has
been made. 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 judgments, are recorded only when payment is due.

Property taxes, sales taxes, utility 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. All other revenue items are considered to be
measurable and available only when cash is received by the Town.

The Town reports the following major governmental funds:

The general fund is the Town’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 special revenue fund accounts for revenues and expenditures restricted to specific
purposes/uses.

The capital projects fund was established to account for the revenues derived from grants and
other sources specifically earmarked for major capital type projects within the Town.

The Town reports the following major proprietary fund:

The stormwater fund accounts for stormwater fees assessed on property owners. Funds are
dedicated to the ongoing renewal and replacement costs of the Town’s stormwater drainage
system.

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. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.
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1.

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 stormwater fund are charges to customers for services.

Operating expenses of the enterprise funds include costs of services, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Government Accounting Standards
Board.

When both restricted and unrestricted resources are combined in a fund, expenses are
considered to be paid first from restricted resources and then from the unrestricted resources.

Assets, liabilities and net assets

Deposits

The Town's cash and cash equivalents are considered to be cash on hand and demand
deposits.

Prepaids

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as due to/from other funds.

All other receivables due from external sources are considered to be fully collectible and as such,
an allowance for doubtful accounts has not been established.

Restricted Assets

Proceeds from impact fees and local option gas taxes are classified as restricted in the
Special Revenue Fund since these resources are specifically earmarked for law enforcement,
transportation and recreational purposes only.

Property Taxes

Property values are assessed as of January 1 of each year, at which time taxes become an
enforceable lien on property. Tax bills are mailed for the Town by Miami-Dade County (the
County) on or about October 1 of each year and are payable with discounts of up to 4%
offered for early payment. Taxes become delinquent on April 1 of the year following the year
of assessment and State law provides for enforcement of collection of property taxes by
seizure of the personal property or by the sale of interest-bearing tax certificates to satisfy
unpaid property taxes.

Assessed values are established by the Miami-Dade County Property Appraiser. In
November 1992, a Florida constitutional amendment was approved by the voters which
provides for limiting the increases in homestead property valuations for Ad Valorem tax
purposes to a maximum of 3% annually and also provides for reassessment of market values
upon changes in ownership. The County bills and collects all property taxes and remits them
to the Town.

State statutes permit municipalities to levy property taxes at a rate of up to 10 mills ($10 per
$1,000 of assessed taxable valuation). The tax levy of the Town is established by the Town
council and the Miami-Dade County Property Appraiser incorporates the Town's millage into
the total tax levy, which includes the County and the County School Board tax requirements.
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6.

Capital Assets

Capital assets, which include furniture, equipment, computer equipment, leasehold
improvements and certain infrastructure assets (e.g. roadways, sidewalks, park lands,
facilities and improvements) are reported in the government-wide financial statements.
Capital assets, excluding infrastructure assets, are defined by the Town as assets with an
initial, individual cost of more than $1,000 and an estimated useful life in excess of one year.
Infrastructure assets are recorded as capital assets if they have an initial, individual cost in
excess of $10,000 and an estimated useful life in excess of one year. Capital assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

In July 2008, Miami Dade County transferred effective operating control of the stormwater
utility function within the Town’s boundaries to the Town. However, the County has not yet
been able to provide to the Town a comprehensive inventory/accounting of the actual assets
that were transferred as part of this agreement. As a result, while the Town has assumed
operating control of the stormwater utility within its boundaries effective July 2008, the assets
and related accumulated depreciation of those assets are not yet reflected in the financial
statements of the Town. It is anticipated that such assets will be inventoried and recorded in
the Town’s financial statements in fiscal 2010.

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.

Capital assets are depreciated using the straight line method over the following estimated
useful lives:

Years
Buildings 20
Roadways and sidewalks 40-50
Improvements other than buildings 5-10
Furniture, equipment and software 3-5

When capital assets are sold or disposed of, the related cost and accumulated depreciation
are removed from the accounts and a resulting gain or loss is recorded in the government-
wide financial statements.

Compensated Absences

It is the Town's policy to permit employees to accumulate, within certain limits, earned but
unused vacation time and sick leave. All vacation pay is accrued when incurred in the
government-wide financial statements. The Town's sick leave policy does not meet the
criteria for accrual under current accounting standards. In the governmental funds, a liability
is recorded only when they matured, for example, as a result of employee resignations or
retirements. Compensated absences of governmental funds are typically liquidated from the
general fund. The Town Manager, by contract, receives 160 hours of vacation leave per
year. For employees other than the Town Manager, the vacation policy of the Town provides
for employees to earn 80 hours of vacation leave during each of the first four years of
service. From five through nine years of service, 120 hours are earned each year and for ten
or more years of service, 160 hours are earned each year. Unused vacation leave, for all
employees, including the Town Manager, may be carried over to the following year and
accumulated up to a maximum of 280 hours. Employees who terminate employment under
terms of voluntary separation are paid for all unused accumulated vacation leave at their final
rate of pay.

Employees earn 96 hours of sick leave each year with a maximum accumulation of 1,040
hours. Unused sick leave is not paid to employees upon separation from Town service.
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8. Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities
in the statement of net assets.

9. Grant Revenue

The Town, a recipient of grant revenues, recognizes revenues (net of estimated uncollectible
amounts, if any) when all applicable eligibility requirements, including time requirements, are
met.

10. Deferred Revenue

Deferred revenues include amounts collected before revenue recognition criteria are met and
receivables, which, under the modified accrual basis of accounting, are measurable, but not
yet available. The deferred items consist primarily of license revenues.

11. Fund Balance/Net Assets

In the fund financial statements, the 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. The description of each reserve indicates the purpose for which
each is intended. Designations of fund balance represent tentative management plans that are
subject to change.

Unreserved, undesignated fund balance is the portion of fund balance available for any lawful
use.

In the government-wide financial statements, net assets represent the difference between
assets and liabilities and are reported in three categories as hereafter described.

e Net assets invested in capital assets, net of related debt, represent capital assets, net of
accumulated depreciation and any outstanding debt related to those assets.

e Net assets are reported as restricted when there are legal limitations imposed on their use
by legislation, or external restrictions imposed by other governments, creditors, or grantors.

e Unrestricted net assets are net assets that do not meet the definitions of the classifications
previously described.

12. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the amounts of assets, liabilities, disclosure of contingent liabilities, revenues, and
expenditures/expenses reported in the financial statements and accompanying notes. These
estimates include assessing the collectability of receivables and the useful lives of capital
assets. Although those estimates are based on management’s knowledge of current events
and actions it may undertake in the future, they may ultimately differ from actual results.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

By its nature as a local government unit, the Town is subject to various federal, state, and local laws and
contractual regulations. The Town has no material violations of finance-related legal and contractual
obligations.

Fund Accounting Requirements- 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 Town, like any other
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance
related requirements, and segregation for management purposes.
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Revenue Restrictions- The Town has various restrictions placed over certain revenue sources from
federal, state, or local requirements. The primary revenue sources include:

Revenue Source Legal Restrictions of Use
Gas Tax Roads, sidewalks, streets
Transportation Tax Transportation and roads
Various Grant Programs Grant Program Expenditures
Police Forfeitures Law Enforcement

For the year ended September 30, 2009, the Town complied, in all material respects, with these revenue
restrictions.

DEPOSITS AND INVESTMENTS

Deposits

In addition to insurance provided by the Federal Depository Insurance Corporation, all deposits are held in
banking institutions approved by the State Treasurer of the State of Florida to hold public funds. Under
Florida Statutes Chapter 280, Florida Security for Public Deposits Act, the State Treasurer requires all Florida
qualified public depositories to deposit with the Treasurer or banking institution eligible collateral. In the event
of a failure of a qualified public depository, the remaining public depositories would be responsible for
covering any resulting losses. Accordingly, all amounts reported as deposits are insured or collateralized.

Investments

The Town does not have a written investment policy and follows the State of Florida investment policy as set
forth in State Statute 218.415. In accordance with Section 218.415 of the Florida Statutes, the Town is
authorized to invest in obligations of the U.S. Treasury, its agencies and instrumentalities and in the Local
Government Surplus Trust Funds administered by the State Board of Administration (SBA).

As of September 30, 2009, the Town had no investments.

RECEIVABLES/PAYABLES

Receivables
The Town's receivables at September 30, 2009 were as follows:

Due from State
Miami-Dade Revenue
County Sharing Grants Others Totals
General fund $641,855 $454,236 $ 55,458 $14,359 $1,165,908
Capital Projects Fund - - 521,777 - 521,777
Non-major governmental funds - - 45,813 - 45,813
Stormwater fund - - - 3,635 3,635

$641,855 $454,236 $623,048 $17,994 $1,737,133

All amounts due from Miami-Dade County, the State of Florida and grants are considered fully collectible.

Payables
The Town’s payables at September 30, 2009 were as follows:

Vendors
General fund $765,623
Stormwater fund $ 71,936
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V. CAPITAL ASSETS

Capital asset activities for the fiscal year ended September 30, 2009 was as follows:

Governmental activities

Capital assets not being depreciated:
Land

Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Building

Roads and sidewalks

Improvements other than buildings
Computer hardware and software
Furniture and equipment

Total capital assets being depreciated

Less accumulated depreciation for:
Building

Roads and sidewalks
Improvements other than buildings
Computer hardware and software
Furniture and equipment

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Business-Type Activities
Capital assets not being depreciated:

Construction in progress
Total capital assets not being depreciated

Capital assets being depreciated:
Property under capital lease - vehicles
Total capital assets being depreciated
Less accumulated depreciation for:
Property under capital lease - vehicles
Total accumulated depreciation

Total capital assets being depreciated, net

Business-Type activities capital assets, net

Balance Balance
October 1, 2008 Additions Deletions September 30, 2009
6,062,776 $ - % 6,062,776
- 639,211 639,211
6,062,776 639,211 6,701,987
1,238,279 - 1,238,279
57,205,800 - 57,205,800
1,967,753 489,086 2,456,839
300,560 33,452 334,012
625,755 178,790 804,545
61,338,147 701,328 62,039,475
(64,494) (61,914) (126,408)
(25,645,642) (1,326,023) (26,971,665)
(252,206) (219,097) (471,303)
(135,686) (102,497) (238,183)
(172,303) (169,602) (341,905)
(26,270,331) (1,879,133) (28,149,464)
35,067,816 (1,177,805) 33,890,011
41,130,592 $ (538,594) $ 40,591,998
Balance Balance
October 1, 2008 Additions Deletions September 30, 2009
$ $ 231,796 $ 231,796
231,796 231,796
29,383 29,383
29,383 29,383
(3,673) (3,673)
(3.673) (3,673)
25,710 25,710
$ $ 257,506 $ 257,506
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Depreciation expense for the governmental activities was charged to functions/programs of the Town as follows:

General government $110,117
Public Safety 52,405
Community development 1,436,166
Culture and Recreation 280,445
Total depreciation expense — governmental activities $1,879,133

LONG-TERM DEBT

The Town has entered into several lease agreements for the purchase of furniture, equipment and
vehicles totaling approximately $347,762.

These lease agreements qualify as capital leases for accounting purposes and, therefore, have been

capitalized and a liability has been recorded at the net present value of the future minimum lease
payments, as of the inception date.

The value of assets acquired trough capital leases and accumulated depreciation are as follows:

Governmental Business Type

Activities Activities
Furniture and equipment $103,363 $ -
Vehicles 215,016 29,383
$318,379 $29,383
Less accumulated depreciation (189,212) (3,673)
$129,167 $25,710

Future minimum lease obligations and the net present value of these minimum lease payments as of
September 30, 2009 are as follows:

Governmental  Business Type

Activities Activities
Year ending September 30,

2010 $64,372 $7,800
2011 46,686 7,800
2012 13,720 7,800
Total 124,778 23,400

Less amount representing interest (7,686) (1,817)
$117.092 $21,583

The following is a summary of changes in the long-term debt for the fiscal year ended September 30,
2009:

Balance Balance
October 1, September 30, Due Within

Governmental activities: 2008 Additions Deletions 2009 One year
Compensated absences $67,442 $84,911 $59,894 $92,459 $4,623
Capital leases 143,314 51,734 77,956 117,092 59,609

$210,756  $136,645 $137,850 $209,551 $64,232
Business type activities:
Capital leases $ - $29,383 $7.800 $21,583 $6,930
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VILI. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund balances as of September 30, 2009, were as follows:

Receivable Payable

General Fund $552,314 $2,427,304
Special Revenue Fund 1,872,602 -
Capital Projects Fund - 506,501
Non-major governmental funds - 45,813
Proprietary Fund 554,702 -
$2,979,618 $2,979,618

The outstanding balances between funds result primarily from revenues received in the general fund on
behalf of special revenue and other funds.

Interfund transfer activity for the year ended September 30, 2009 was as follows:

Transfers In* Transfers Out*

General Fund $11,000 $144,099
Special Revenue Fund - 11,000
Capital Projects Fund 45,032 -
Non-major governmental funds 17,729 -
Proprietary Fund 81,338 -
$155,099 $155,099

*Transfers in/out during the fiscal year are as follows:

e  $17,729 was transferred from the General Fund to the Special Revenue Fund — MPO Grant for the
Town’s match portion of the local MPO grant through September 30, 2009.

e $11,000 was transferred from the Special Revenue F