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ABOUT THE COVER:

The Count de Hoernle Amphitheatre was opened to the public in November 2002. It was constructed
and operated by the Schmidt Centre for the Arts at Mizner Park and is located in the heart of downtown
Boca Raton, Florida.

The beautiful open air venue of the colonnade and concert green amphitheatre hosts local, regional,
national and international musical artists, as well as theater, dance, film and community events.

Programming at the amphitheatre includes a variety of community events, music festivals, city events,
and commercial concerts. Annual non profit programs hosted at the amphitheatre include:
e Festival of the Arts Boca

e Boca Bacchanal

e American Cancer Society’s Making Strides Walk

e Juvenile Diabetes Research Foundation Walk

e Think Pink Rocks

e Lynn University Philharmonia

e Boca Philharmonia

e Palm Beach County Youth Orchestra

e Rotary Club of Boca Raton’s Future Stars Competition
e FAU Summer Concert Band

e Boca Ballet

Additionally, many popular artists have performed at the amphitheatre. Stars of the musical world have
ranged from Itzhak Perlman and Renee’ Fleming performing at the Festival of the Arts at Boca, to Jethro
Tull, Harry Connick Jr., the B52’s and Norah Jones. The facility serves as a social, cultural and
educational center for South Palm Beach County residents and draws audiences from throughout South
Florida. Since its inaugural year, the amphitheatre has entertained more than one million people.

In October 2010, the Schmidt Centre for the Arts at Mizner Park transferred the Amphitheatre to the
City to operate and maintain the venue.

PHOTO & DESIGN CREDIT:
Robert Stolpe Photography
robertstolpe.com

2008 Festival of the Arts Boca
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City of PBoca Raton

CITY HALL « 201 WEST PALMETTO PARK ROAD * BOCA RATON, FLORIDA 33432-3795 « PHONE: (561) 393-7700
(FOR HEARING IMPAIRED) TDD: (561) 367-7046
SUNCOM: (561) 922-7700

March 28, 2011

The Honorable Mayor,
Members of the City Council,
Citizens of the City of Boca Raton, Florida:

We are pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of Boca
Raton, Florida (the City), for the fiscal year ended September 30, 2010. State law requires that
every general-purpose local government publish within twelve months of the close of each fiscal
year a complete set of audited financial statements. In addition to meeting this legal requirement,
the report continues to present the City's strong tradition of full financial disclosure. This
philosophy is reflected by the informative financial analysis provided by the City's Financial
Services Department and the exhibits and statistical tables included herein.

The CAFR's role is to assist in making economic, social and political decisions and to assist in
assessing accountability to the citizenry by:

comparing actual financial results with the legally adopted budget, where appropriate;
assessing financial condition and results of operations;

assisting in determining compliance with finance related laws, rules and regulations; and
assisting in evaluating the efficiency and effectiveness of City operations.

Responsibility for both the accuracy of the presented data and the completeness and fairness of the
presentation, including all disclosures, rests with the management of the City.

We believe the data, as presented, is accurate in all material respects; that it is presented in a
manner designed to fairly present the financial position and results of operations of the City; and
that all disclosures necessary to enable the reader to gain an understanding of the City's financial
activity have been included.

Marcum LLP, independent auditors, has issued unqualified opinions on the City of Boca Raton’s
financial statements for the fiscal year ended September 30, 2010. The independent auditors’
report is located at the front of the financial section of this report.

i
- AN EQUAL OPPORTUNITY EMPLOYER -



The City’s Financial Statements have been prepared using the reporting model in accordance with
Governmental Accounting Standard Board (GASB) Statement No. 34, Basic Financial Statements
— and Management’s Discussion and Analysis (MD&A). MD&A immediately follows the
independent auditors’ report and provides a narrative introduction, overview and analysis of the
basic financial statements. MD&A compliments the letter of transmittal and should be read in
conjunction with it.

THE CITY
Profile

Boca Raton is a full service city located within the boundaries of Palm Beach County. The City
derives its governmental authority from a charter granted by the Legislature of the State of Florida.
In 1965, the Council-Manager form of government replaced the Commissioner-Manager system in
Boca Raton. Four Council Members and a Mayor are elected at large on a non-partisan basis for
three-year terms. The City Council appoints the City Manager who is the Chief Administrative
Officer of the City and directs the business of the City and its various departments. The City
Council determines policy, adopts legislation, approves the City's budget, sets taxes and fees, and
appoints the City Attorney and members of various boards and committees.

Services Provided

The City provides a full range of municipal services. The public safety program includes police,
fire protection and rescue services; the City’s extensive recreation program includes beaches, a
pool, golf courses, a library, tennis courts, neighborhood parks, and community centers; the
Municipal Services Department provides essential traffic, street maintenance, sanitation, storm
water system maintenance and other technical assistance to the City; the Utility Services
Department provides water and sewer services. The City's Development Services Department
provides planning, zoning and building permit and inspection services and administers the City's
Community Development Block Grants. The City also provides general administrative services.

Reporting Entity

This report includes all of the funds of the City. In addition to general government activities, the
Community Redevelopment Agency (CRA) is included in the reporting entity. However, the
Greater Boca Raton Beach and Park District, the Boca Raton Housing Authority and the Boca
Raton Airport Authority have not met the established criteria for inclusion in the reporting entity
and, accordingly, are excluded from this report.

Accounting and Internal Control

Management of the City is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the City 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 accounting principles generally accepted 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:



(2) 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.

Single Audit

As a recipient of federal, state and county financial assistance, the City is also responsible for
ensuring that an adequate internal control structure is in place to ensure compliance with
applicable laws and regulations related to those programs. This internal control structure is
subject to periodic evaluation by management.

The City is required to undergo an annual single audit performed under the provisions of the 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 Auditor General, State of Florida.
The information related to the Single Audit, including the schedule of expenditure of federal
awards and state financial assistance, findings and recommendations, and auditors' reports on the
internal control and compliance with applicable laws and regulations are included in a separate
report. This report disclosed no instances of significant deficiencies in internal control over
financial reporting or significant violations of applicable laws and regulations.

Budgetary Controls

In addition, the City maintains budgetary controls. The objective of these budgetary controls is
to ensure compliance with legal provisions embodied in the annual appropriated budget approved
by the City's governing body. Activities of the General Fund, Special Revenue Funds, Debt
Service Funds and Capital Project Funds are included in the annual appropriated budget. The
level of budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) is established at the department (by fund) level. The City maintains an
encumbrance accounting system as one technique of accomplishing budgetary control.
Encumbered amounts lapse at year-end. However, encumbrances generally are reappropriated as
part of the following year's budget. All expenditures for other than personal services are
controlled by a procurement system, which encumbers purchase orders against budgets prior to
issuance to the vendors. Purchase orders are not issued until appropriations are made available.

Administrative budget transfers may occur upon approval of the City Manager as long as the
fund budget is not increased. Budget amendments are submitted quarterly to Council for their
consideration.

MAJOR INITIATIVES
For the Year
With goals and priorities of a financially sound City government, top quality municipal services,

sustainable city and a strong partnership with our stakeholders, the City continues to demonstrate
its ability to be one of the most financially secure local governments in Florida.



During 2010, Moody’s, Standard and Poor’s and Fitch Ratings affirmed the “AAA” ratings on the
City of Boca Raton’s General Obligation Debt. Moody’s stated “The Aaa rating is based on the
city's broad-based economy, with an affluent resident base and established business sector,
sound financial position characterized by good cash and equity, and affordable debt profile.”
Fitch stated “Its credit profile is strong, marked by healthy financial performance, very low debt
levels, and prudent financial management.” Boca Raton was the first city or county in Florida to
receive the highest bond credit rating from all three credit rating agencies. All three of the rating
agencies have rated the Water and Sewer Revenue Bonds “AAA” as well.

The City issued $3.705 million Special Assessment Bonds, Series 2010 on July 1, 2010. The
bonds were issued to finance the balance of the Visions 90 Capital Improvement Program. The
City invested over $5 million in the downtown area of the City through the renovation of NE 1°
St., Palmetto Park Road, and Boca Raton Rd (Visions 90 Capital Improvement Program).

The project will create the north-south pedestrian connection between Mizner Park and Royal
Palm Place, and greatly enhance the walkability of the downtown area by widening sidewalks,
creating raised intersections, and the installation of new landscaping, lighting, and signage. The
project, currently under construction, is estimated to be complete in May 2011.

The City issued $9.225 million General Obligation Bonds, Series 2010 on July 28, 2010. The
bonds were issued to finance the Downtown Library Project. The project is currently under design
with public input being received through a series of informational meetings.

Starting in August 2009, the City launched a pilot program for semi-automated curbside
collection for sanitation services. The new system has improved efficiency and safety. The
program will be expanded to approximately 50% of the City service area by 2011 and will be
fully implemented City-wide by 2013.

The Boca Raton Community Redevelopment Agency’s taxable value over the last five years has
increased an average of 6.5% annually. The City of Boca Raton’s taxable property values
decreased 6.81% for the 2010 tax year. This is the third year of declines in property values that the
City has experienced since 1992 and is well below the City’s twenty year average property value
growth rate of 5%.

The City’s taxable value is $16.609 billion making the City’s taxable value the highest of any
municipality in Palm Beach County and the fourth highest in the three South Florida counties
behind Miami, Miami Beach and Ft. Lauderdale.



Boca Raton also remains as a
premier shopping and dining
location. The Town Center Mall
has continued to expand and is
considered the premier regional
mall in South Florida. Other
destination shopping and dining
areas in the City include the
downtown areas of Mizner Park,
whose main thoroughfare, Plaza
Real, was named as one of the Top
10 Great Public Spaces in
America by the American
Planning Association, as well as
Royal Palm Place.

For the Future

The City recognizes that a
successful downtown is a critical
component for Boca Raton. To be
successful, downtown Boca Raton
S must develop a sense of place, the

I public and private sector must
-~ work together with a common
goal, public funds need to be
wisely  invested and  new
development  should  provide
pedestrian  connections to the
overall downtown.

A new downtown marketing program, a merchants association, a revised downtown website and
numerous special events have been initiated. The Centre for the Arts at Mizner Park, Inc.
terminated its ground lease with the Boca Raton Community Redevelopment Agency and the
City agreed to operate and maintain the Mizner Park Amphitheatre effective October 1, 2010.
Capital improvements including the stage floor, dressing rooms and facilities along with the
painting of the facility are underway.

Compared to the 2010 fiscal year, the City will collect $3.9 million or 7.6% less in property taxes
due to declines in property values and the City not raising the tax rate. The City expects the trend
to continue for the next several years. The City maintained the same operating tax rate of $3.02
per $1,000 for the fourth year. The City’s debt service tax rate increased slightly over the 2009
rate to $.3211 based upon voter approved bond issues.

\'



The City continues to evaluate and implement user fees as part of its efforts for long term
sustainability. In the 2011 budget, the sanitation fee was increased from $10 to $15 monthly for
single family residents and from $5.74 to $8.61 monthly for multi-family residential units to
cover approximately 90% of the projected cost of the $6 million to provide sanitation services.
Over the next few budget years, the City will increase the user fee to have the users of the service
pay 100% of the costs. The provision of solid waste services is accounted for as an enterprise
fund.

The City is in the process of implementing a parking system program for certain enforcement areas
in the downtown and beach parking areas. The City anticipates this program will generate
additional revenue of over $600,000. Also, in the 2011 operating budget, the City increased the fire
assessment fee from $40 to $60 per household to recover a portion of the operational costs of the
City’s fire services.

In the 2011 Session, the Florida Legislature is considering revenue and expenditure limitations
including property tax reform, expenditure caps and public pension plan reform. The City is
closely monitoring these proposals and their potential impacts and limitations to Florida
municipalities. The consequences of a combination of several of the proposals being considered
could have a significant impact on the City’s ability to maintain and/or improve services to
residents.

LOCAL ECONOMY

Despite the continued economic downturn, Boca Raton has maintained its strong financial position
through prudent long-term financial planning and fiscal actions to reduce or contain fixed costs.
Our building permits have decreased slightly from $6.6 million in 2009 to $6.4 million in 2010.
The Boca Raton real estate market has seen a decline in foreclosures rates. We anticipate a
downward trend of 8% to 10% in taxable value growth for 2010 related to housing value declines,
foreclosures and property tax reform

Boca Raton continues to be a major commercial center in southeast Florida. In fact, with over 12
million square feet of office space, Boca Raton has about half of all of the office space in Palm
Beach County. A number of regional, national and international corporations call Boca Raton
home. Several Fortune 500 companies and nearly 3,000 businesses are located in Boca Raton,
employing over 38,000 people. The corporations calling Boca Raton home include Office Depot,
Tyco, Campus Management, and Jardin Consumer Solutions, as well as successful technical and
innovative start-up corporations such as 3ClInteractive, GeoGroup, and Biotest.

The severity and length of the economic downturn has had a negative impact on the City’s
corporate tax base and jobs. In addition, the City of Boca Raton is facing tremendous competition
to retain its existing corporations. As a result, the City Council identified Economic Development
strategy and funding as one of the top priorities for FY 2010-11 in order to create and retain jobs in
the City. To achieve this goal, the City has developed and adopted an aggressive Economic
Development Incentive Program to create and retain jobs in the City.

Vi



In 2010, the City formalized its economic development efforts by creating the City’s Economic
Development Incentive Policy to provide economic development incentives for companies
seeking to relocate to the City or to expand their existing business within the City. Based on the
criteria listed in the policy, including job creation and/or retention, capital investment and job
salaries, the City can provide incentives through a number of different methods including
providing the local match for state economic development programs, making grants and/or loans,
and subsidizing rents and leases. The City continues to work with its economic development
partners, Enterprise Florida and the Palm Beach County Business Development Board.

Through its Economic Development Incentive Policy, the City has committed $414,000, which
has resulted in the creation of 336 new jobs and retained 944 other jobs in the City.

In addition to the incentive partnerships, in 2010, a number of other corporations relocated to the
City, or increased their workforce within the City. Infinity Sales Group, LLC and Metropolitan
Health Networks both moved their corporate offices to Boca Raton. Infinity Sales Group
currently has 340 employees and is looking to increase that number by 200 in the next two years.
National Healing Corporation plans to add 40 jobs to its corporate headquarters and
3Cinteractive, recently recognized as one of the nation’s fastest-growing companies on Inc.
Magazine’s annual list, plans to hire 25 new employees in the next year.

Although CB Richard Ellis estimates a vacancy rate of 25.7% in large office buildings in Boca
Raton for the final quarter of 2010, they also reported a net absorption in Boca Raton of almost
300,000 sq. ft. for 2010. They further note that although the economic scenario for Palm Beach
in 2010 has mirrored the rest of the nation, many companies have appeared to have jumped over
the economic hurdles, and the increase in deal volume is an indication that the commercial real
estate market is headed towards stabilization.

Boca Raton is also a major cultural location in southeast Florida, anchored by the Caldwell
Theater, the Mizner Park Amphitheater, the Boca Raton Museum of Art, and the Mizner Park
Cultural Arts Center. The City has a large number of quality hotel accommodations, including
the iconic Boca Raton Resort & Club.

Education plays an important role in the Boca Raton area. The City is the location of Florida
Atlantic University, Lynn University, and the southern campus of Palm Beach State College.
Together, the enrollment of these colleges and universities is over 25,000 students, which adds to
the stability of the City’s economic base, and the educational facilities continue to expand. FAU
was approved for an on-site medical school, and is expanding its campus with new student
housing, classroom buildings, a new stadium, and a state-of-the-art LEED certified Engineering
Building; Lynn University has created a new master plan for it campus and has opened its new
performance facility; and Palm Beach State College has expanded its programs to include courses
in alternative energy and environmental sustainability. Additionally, all of the public schools in the
City have been rated A by the State of Florida, the highest rating possible.

LONG RANGE FINANCIAL PLANNING
The City Council has adopted financial policies for operating, capital and debt management.

Management has made every effort to comply with these policies and we believe that we are in
vii



compliance with the adopted policies. Annually, a long-range financial plan is presented to the
City Council in the spring. This document forecasts the General Fund and several other fund
operations for the next five years and is used to guide the development of the annual operating
budget.

The City has also recognized the long-term financial cost implications of its pension benefits and
in fiscal year 2008 adjusted benefits prospectively for new general employee hires and in fiscal
year 2010 adjusted benefits prospectively for executive employees and committed $8.5 million for
a retirement system reserve. The City continues to monitor all of its pension costs for
sustainability and to provide cost containment so as not to shift the costs to future taxpayers. The
City also continues to monitor the 2011 State Legislative Session as it relates to public pension
reform.

The Capital Improvements Program (CIP) is prepared and presented to the City Council as part of
the annual budget process. The projects represent the City's plan for infrastructure improvement
and major equipment acquisition for the next six years.

In order to construct a new Downtown Library, the City issued the remaining balance of the
2003 voter approved General Obligation Bonds. Additionally, the CIP includes $1.5 million to
fund the balance of the costs of the Downtown Library construction, furniture, fixtures and
equipment. The approved CIP also includes energy efficiency, greenhouse gas reduction, and
public education projects funded by the Federal Energy Efficiency and Conservation Block
Grant (EECBG) application. Recognizing the importance of environmental sustainability and
the leadership role that the City continues to take in this area, the approved CIP budget includes
$1,310,300 for other energy reduction and environmental sustainability projects.

FINANCIAL POLICIES

The City implemented Governmental Accounting Standards Board (GASB) Statement No. 51
"Financial Reporting for Intangible Assets™ for its governmental activities and proprietary fund
types. This statement requires that all intangible assets not specifically excluded by its scope
provisions be classified as capital assets. The statement provides additional guidance to state and
local governments on the recognition of identifiable intangible assets for financial reporting
purposes. It establishes guidance on recognizing internally generated assets, such as computer
applications, as an intangible asset. It also provides guidance related to useful life and
amortization of intangible assets. The City reclassified intangible assets consisting of software
from the equipment capital asset category; however, this had no effect on the City's overall
financial statements. The City also revised its Capital Asset Policy for the capitalization threshold
amount from $1,000 to $5,000 for tangibles assets, and $1,000 to $35,000 for intangible assets.

OTHER INFORMATION
Independent Audit
The City Charter, Article 3, Section 11, requires an annual audit of the City's financial statements
by independent accountants selected by the City Council. This requirement has been complied

with and the independent auditors' report is included in the financial section of this report.
viii



Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Boca Raton,
Florida for its comprehensive annual financial report for the fiscal year ended September 30, 2009.
This was the 30th consecutive year that the City has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements, and we are submitting it to the GFOA to determine its eligibility for another
certificate.

Award for Distinguished Budget

The City received the GFOA Award for the Distinguished Budget Presentation for the City budget
for the fiscal year ended September 30, 2010. It was the 28th consecutive year the City received
the award for the document, which serves as the City's primary fiscal policy document.

ACKNOWLEDGMENTS

The completion and issuance of this report could not have been accomplished without the
dedicated efforts of the entire staff of the Financial Services Department. Special thanks must be
given to Patricia White, Carol Himes, Ed Fry, Victoria Guinn and Allison Teslia for their
dedication in the creation and compilation of this document. Our appreciation is also extended to
Jean Bonds, Mike Woika, Robert George, Ella Moore-Poitier, Nancy Asher, Leslie Harmon and
Sharon McGuire for providing support in the preparation of this report.
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you have historically played in enabling the City to achieve and maintain this high degree of fiscal
responsibility.

Respectfully yours,
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Linda C. Davidson, C.P.A., C.G.F.O.,C.P.F.O.
Financial Services Director
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MARCUM

ACCOUNTANTS &4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and Members of the City Council
City of Boca Raton, 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
(including the Community Redevelopment Agency Funds) of the City of Boca Raton,
Florida, (the City) as of and for the year ended September 30, 2010, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
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 an
opinion on the effectiveness of the City’s intermal control over financial reporting.
Accordingly, we express no such opinion. An andit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, 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, each major fund, and the aggregate remaining fund information of the City, as of
September 30, 2010, 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
March 28, 2011, on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on 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.

¥

MARCUMGROUP
MEMBER

Marcum LLP = 450 East Las Olas Boulevard = Ninth Floor = Fort Lauderdale, Fiorida 33301 = Phone 954.320.8000 = Fax 954.320.8001
) marcumllp.com



The Management’s Discussion and Analysis and the Required Supplementary Information on
pages 1 through 20 and 84 through 91 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’s basic financial statements. The introductory section,
combining and individual fund financial statements and schedules, and the statistical section
are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual fund financial statements and schedules
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. The information included in the introductory and
statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we express no opinion on them.

W preunt. LLP

Fort Lauderdale, FL
March 28, 2011
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Management’s Discussion and Analysis
(Unaudited)

The purpose of financial reporting, in general, is to provide the readers of the financial
statements with information that will help them make decisions or draw conclusions
about an entity. As management of the City of Boca Raton, Florida (the City), we offer
readers of the City’s financial statements this narrative overview and analysis of the
financial activities of the City for the fiscal year ended September 30, 2010. All amounts,
unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal
year by $799.833 million (net assets). Of this amount, $130.350 million
(unrestricted net assets) may be used to meet the City’s ongoing obligations to
citizens and creditors.

e The City’s total net assets increased by $10.350 million. The increase is largely
attributable to a decrease in expenses and an increase in non-operating
revenues for the business-type activities, especially in water and sewer. The
governmental activities showed a slight decline in net assets from the prior year
due to operations.

e The City’s business-type activities reported total net assets of $307.254 million,
which is an increase of $11.035 million, or 3.7%, in comparison to the prior year.
Approximately 12.4% of the total or $45.058 million is unrestricted and thus
available for spending at the City’s discretion.

o At the end of the current fiscal year, fund balance for the General Fund was
$46.925 million, or 38.7% of the general fund expenditures and other financing
uses. Of this balance, $170 thousand has been restricted for the Army Corp of
Engineers for an overflow site in the event of emergency dredging of the
Intracoastal Waterway, $20.733 milion has been committed for
hurricane/disaster emergency, Mizner Park debt service and retirement, $1.286
million was assigned for the subsequent years’ budget, $18.7 thousand for
inventories was non-spendable and $24.717 million was unassigned and
available for new spending.

¢ Due to continued volatile financial market conditions, interest rates declined by a
significant margin this past fiscal year, resulting in decreased interest earnings
for the City. The City’s average interest earnings return decreased from 2.61% in
2009 to 1.91% in 2010.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements. The City’s 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.
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Government-wide Financial Statements

The focus of the government-wide financial statements is on the overall financial position
and activities of the City of Boca Raton. Reporting is similar to that of a private-sector
business. The City’'s government-wide financial statements include the statement of net
assets and statement of activities. As described below, these statements do not include
the City’s fiduciary funds because resources of these funds cannot be used to finance
the City’s activities. However, the financial statements of fiduciary funds are included in
the City’s fund financial statements, because the City is financially accountable for those
resources, even though they belong to other parties.

The Statement of Net Assets presents information on the assets held and liabilities owed
by the City. Assets are reported when the City acquires ownership over the assets and
liabilities are reported when they are incurred, regardless of the timing of the related
cash flows. For example, the City reports buildings and infrastructure as assets, even
though they are not available to pay the obligations incurred by the City. On the other
hand, the City reports liabilities even though these liabilities might not be paid until
several years into the future.

The difference between the City’'s total assets and total liabilities is net assets. Over
time, increases or decreases in net assets may serve as a useful indicator of whether
the financial position of the City is improving or deteriorating. Although the purpose of
the City is not to accumulate net assets, in general, as this amount increases it indicates
that the financial position of the City is improving over time.

The Statement of Activities presents the revenue and expenses of the City. The items
presented on the statement of activities are measured in a manner similar to the
approach used in the private-sector in that revenues are recognized when earned and
expenses are reported when incurred. Accordingly, revenues are reported even when
they may not be collected for several months after the end of the accounting period and
expenses are recorded even though they may not have used cash during the current
period.

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The governmental
activities of the City include general government, law enforcement, fire rescue, physical
environment, transportation, community development and parks and recreation. The
business-type activities include water and sewer utility, cemetery/mausoleum, golf
course, stormwater utility, and sanitation.

The City’s government-wide financial statements are presented on pages 21-24 of this
report.

Fund Financial Statements
Unlike government-wide financial statements, the focus of fund financial statements is

directed to specific activities of the City rather than the City as a whole. Except for the
General Fund, separate funds are established to maintain control over resources that



have been segregated for specific activities or objectives. The City, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City can be divided into three
categories: governmental funds, proprietary funds, and fiduciary (pension) funds.

Governmental Funds

Governmental fund financial statements consist of a balance sheet and statement of
revenues, expenditures, and change in fund balances. These statements are prepared
on an accounting basis that is significantly different from that used to prepare the
government-wide financial statements.

In general, these financial statements have a short-term emphasis and, for the most
part, measure and account for cash and other assets that can easily be converted to
cash. For example, amounts reported on the balance sheet include items such as cash
and receivables collectible within a short period of time, but do not include capital assets
such as land and buildings. Fund liabilities include amounts that are to be paid within a
short period of time after the end of the fiscal year. The difference between a fund’s total
assets and total liabilities is labeled as the fund balance, and generally indicates the
amount that can be used to finance the next fiscal year's activities. The operating
statement for governmental funds reports only those revenues and expenditures that
were collected or paid during the current period or very shortly after the end of the year.

For the most part, the balances and activities accounted for in governmental funds are
also reported in the governmental activities columns of the government-wide financial
statements. However, because a different accounting basis is used to prepare the fund
financial statements and the government-wide financial statements, there are often
significant differences between the totals presented. For this reason, there is an
analysis after the balance sheet that reconciles the total fund balances to the amount of
net assets presented in the governmental activities column on the statement of net
assets. Also, there is an analysis after the statement of revenues, expenditures, and
changes in fund balances that reconciles the total change in fund balances for all
governmental funds to the change in net assets as reported in the governmental
activities column in the statement of activities.

The City maintains twenty-three individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statements of revenues, expenditures, and changes in fund balances for the major funds
which are the General Fund, Community Redevelopment Agency Mizner Park Revenue
Fund, the Five Year Capital Improvement Fund and the Beach and Park Operations
Fund. The City presents data from all other governmental funds in a single column (non-
major funds). Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements elsewhere in this report.

The City’s governmental fund financial statements are presented on pages 25-30.



Proprietary Funds

Proprietary fund financial statements consist of a statement of net assets, a statement of
revenues, expenses, and changes in fund net assets and a statement of cash flows.
These statements are prepared on an accounting basis that is similar to the basis used
to prepare the government-wide financial statements. For financial reporting purposes,
proprietary funds are grouped into Enterprise Funds and Internal Service Funds.

The City uses Enterprise Funds to account for business-type activities that charge fees
to customers for the use of specific goods or services. These funds are used to report
the same functions presented as business-type activities in the government-wide
financial statements. Internal Service funds are used to account for services provided
and billed on an internal basis. The City uses Internal Service Funds to account for its
fleet of vehicles, information technology systems and self-insurance/benefit programs.
Because these services predominantly benefit governmental rather than business-type
functions, they have been included within governmental activities in the government-
wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The City presents a separate column for the Water and
Sewer Utility Fund since it is most significant to the City. The remaining four Enterprise
Funds are aggregated and reported in a single column. Internal Service Funds are
aggregated and presented in a single column. A statement of cash flows is presented at
the fund financial statement level for proprietary funds, but no equivalent statement is
presented in the government-wide financial statements for either governmental activities
or business-type activities.

The City’s proprietary fund financial statements are presented on pages 31-34.
Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are not available to support the City’s
own programs. Fiduciary financial statements consist of a statement of fiduciary net
assets and a statement of changes in fiduciary net assets.

The City’s fiduciary fund financial statements are presented on pages 35-36.

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 37-83.



Other Information

In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s progress in
funding its obligation to provide pension benefits to its employees as well as other post
employment benefits. This section also includes a comparison between the City's
adopted and final budget and actual financial results. The City adopts an annual
appropriated budget for its governmental funds. A budgetary comparison schedule has
been provided for the general fund and for the major special revenue funds to
demonstrate compliance with this budget.

Required supplementary information can be found on pages 84-91.
Combining and individual fund statements and schedules referred to earlier in
connection with major and non-major governmental funds and proprietary funds are

presented immediately following the required supplementary information and can be
found on pages 92-129 of this report.

Government-Wide Financial Analysis

The following schedule is a summary of the fiscal 2010 Statement of Net Assets found
on pages 21-22 with comparative information for fiscal 2009.

CITY OF BOCA RATON, FLORIDA
Het Assets (in thousands)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

Current and other assets F 190,372 % 190,003 3 109.051 5 102,798 5299423 5 2923801
Capital assets 451,512 451.433 258,953 258,971 710,465 710,409

Total assets 641,884 641,441 368,004 361,769 1,009,888 1,003,210
Mon-current liahilities outstanding 135,141 132,151 53144 55788 188,285 187,939
Other liabilities 14.164 16,238 7.6086 9,762 21.770 26,000

Total liabilities 149,305 148,389 60,750 65,550 210,055 213,939
Iet agssets
Invested in capital assets
net of related debt 361,158 382,077 208,818 210,989 569,976 563,066
Restricted 46,129 53133 53.378 49295 99,507 102,423
Unrestricted §5.292 §7.842 45,058 35,935 130,350 123.777

Total net assets $ 492,579 § 493,052 § 307,254  § 296,219 § 799,833  § 789,2M

The overall position of the City improved in both the 2010 and 2009 fiscal years.
Changes in net assets over time can be one of the best and most useful indicators of



financial position. The total net assets of the City increased by $10.5 million or
approximately 1.3% from $789.3 million in 2009, to $799.8 million in 2010. The increase
in net assets was primarily as a result of operations in the business-type activities.

At the end of the fiscal year, the City reported positive balances in all categories of net
assets for both governmental and business-type activities.

By far, the largest portion of the City’'s net assets (71%) reflect its investment in capital
assets (such as land, roads, parks, buildings, machinery and equipment) less any
related outstanding debt used to acquire those assets. Although the capital assets are
shown net of 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 and pay for these liabilities.

An additional portion of the City’s net assets (12%) represents resources that are subject
to external restrictions on how they may be used. The balance in restricted net assets
reflects a net decrease of $2.921 million from $102.428 million in 2009 to $99.507 million
in 2010.

The 2010 balance in unrestricted net assets of $130.350 million increased by $6.573
million or 5.31% from the prior year. As stated earlier, this increase is due to income
generated by operations of approximately $10.5 million which was then offset by the
reclassification of net assets to the other categories as described above. The balance in
unrestricted net assets represents resources that may be used to meet the City’s on-
going obligations to its citizens and creditors.

The following schedule is a summary of the fiscal 2010 Statement of Activities found on
pages 23-24 with comparative information for fiscal 2009.



CITY OF BOCA RATON, FLORIDA

Changes in Net Assets (in thousands)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
Revenues:
Program revenues:
Charges for services $ 48185 $ 45,878 55,673 $ 56,672 103,858 $ 102,550
Operating grants & contributions 13,916 4777 13,916 4,777
Capital grants & contributions 3,326 2,980 5,401 3,079 8,727 6,059
General revenues:
Property taxes 57,635 61,764 57,635 61,764
Other taxes 46,925 48,447 46,925 48,447
Other 4,765 7,280 1,354 2,520 6,119 9,800
Total revenues 174,752 171,126 62,428 62,271 237,180 233,397
Expenses:
General government 23,023 19,099 23,023 19,099
Law enforcement 37,585 37,225 37,585 37,225
Fire rescue 37,856 36,104 37,856 36,104
Physical environment 7,851 4,252 7,851 4,252
Transportation 22,196 18,650 22,196 18,650
Community development 4,168 2,115 4,168 2,115
Parks and recreation 34,928 37,772 34,928 37,772
Interest and fiscal charges 4,834 5,148 4,834 5,148
Water and sewer 42,970 46,630 42,970 46,630
Cemetery 635 653 635 653
Golf 3,075 3,098 3,075 3,098
Stormwater Utility 1,646 1,736 1,646 1,736
Sanitation 5,851 5,923 5,851 5,923
Total expenses 172,441 160,365 54,177 58,040 226,618 218,405
Increase in net assets before transfers 2,311 10,761 8,251 4,231 10,562 14,992
Transfers (2,784) (10,158) 2,784 10,158
Increase in net assets (473) 603 11,035 14,389 10,562 14,992
Net assets beginning of year, as
previously reported 493,052 488,933 296,219 279,913 789,271 768,846
Prior period adjustment 3,516 1,917 5,433
Net assets beginning of year, as
restated 493,052 492,449 296,219 281,830 789,271 774,279
Net assets end of year $ 492579 $§ 493,052 307,254 $ 296,219 799,833 § 789,271




Changes in net assets:

Governmental activities decreased the City’s net assets by $473 thousand. This net
decrease in assets is a result of the following:

e Property tax revenues decreased by approximately $4.129 million due to a
decrease in new construction and property tax values and no change in the
property tax rate.

e Other taxes (including utility, franchise, sales and other state shared
revenue) decreased by $1.52 million due primarily to due to a decline in
franchise taxes (electrical, cable television, natural gas and solid waste) in
the current year.

e Charges for services increased by $2.307 million related to an increase in
the fire assessment fee. Other revenues decreased by $2.515 million
related to declines in interest earnings

e Operating grants and contributions received by the City increased by
approximately $9.14 million due to state and federal reimbursements related
to beach renourishment and transportation projects.

e Capital grants and contributions received by the City increased by
approximately $346,000 due primarily to donations.

e Expenses during 2010 increased by approximately $12.07 million from 2009
due primarily to increased salary and benefit costs for personal services.

The following chart compares expenses and program revenues for the governmental
activities.

Expenses and Program Revenues - Governmental Activities

(in millions)
General Law Fire Rescue Physical  Transportation Community Parks and Interest and
Government Enforcement Environment Development  Recreation Fiscal Charges

BExpenses [ORevenues




The following is a chart of revenues by source of governmental activities by percent of
total revenues.

Revenues by Source - Governmental Activities
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The following is a comparative chart of revenues by source for governmental activities
for fiscal year 2010 and 2009.

Revenues by Source - Governmental Activities
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Business-Type Activities

The business-type activities net assets increased $11 million from $296.2 million to
$307.2 million or 3.7% from the prior fiscal year. This represents approximately 104% of
the total increase in net assets for the City as a whole. The Water and Sewer Utility
Fund produced the majority (96%) of the increase in net assets primarily as a result of
the size of the activity in relation to the other activities (see chart below). Of the other
business-type activities, the Stormwater, and Sanitation Funds produced positive
changes to net assets.

The operating income for the Water and Sewer Fund improved from $5.5 million in 2009
to $6.3 million in 2010. The income resulted from a $2.7 million decrease in water and
sewer revenue and a $3.5 million decrease in expenses. Non operating revenues and
capital contributions were primarily responsible for an additional increase of $4.4 million
in net assets for the fund.

The following chart shows expenses and revenues by program for fiscal years 2010 and
2009 for the business-type activities.

Business-Type Activities- Expenses and Revenues

(in millions)
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The following is a chart of revenue by program for business-type activities.

Revenues by Source - Business-Type Activities

Cemetery
0%

Golf

Water and sewer
86%

Stormwater

o 4%

Sanitation
6%

Financial Analysis of the City of Boca Raton’s Funds

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

Governmental Funds

The fund financial statements for the governmental funds are provided on pages 25-30.
The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for spending at the
end of the fiscal year.
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Fiscal Year 2010

Major Fund Information

General

Community
Revelopment Five Year
Agency Mizner Capital

Park Revenue
Fund

Improvement
Fund

Beach and Park

Operations Fund

Revenues $119,098 $7,987 $14,724 $13,880
Expenditures 116,268 2,500 17,492 13,854
Other financing sources (uses) (4,940) (11,316) (737) (26)
Increase (decrease) in fund balance (2,110) (5,829) (3,504)

Fiscal Year 2009

Revenues $119,608 $8,305 $11,697 $13,648
Expenditures 114,397 8,606 13,608
Other financing sources (uses) (6,840) (6,751) 2,608 (40)

Increase (decrease) in fund balance

(1,629)

1,554

5,699

The General Fund is the chief operating fund of the City. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $24.716 million while the total
fund balance amounted to $46.925 million. As a measure of the General Fund’s
liquidity, it may be useful to compare both unassigned fund balance and total fund
balance to total general fund expenditures and other financing uses. Unassigned fund
balance represents 20% of total general fund expenditures and other financing uses,
while total fund balance represents 38.7% of that same amount.

The 2010 fund balance for the City’s General Fund decreased $2.11 million from 2009.
During 2010, revenues remained flat while expenditures increased $1.9 million and other
financing sources and uses decreased.

The net decrease in fund balance at September 30, 2010 of $5.83 million in the
Community Redevelopment Agency (CRA) Mizner Park Revenue Fund is attributable
primarily to an operating transfer to the CRA operating fund for downtown programming
and infrastructure.

The Five Year Capital Improvement Fund had a decrease in fund balance from the prior
year of $3.504 million from $28.728 million in 2009 to $25.224 million in 2010.
Revenues increased $3.03 million from 2009 and expenditures increased by
approximately $8.9 million in 2010 from 2009. There were several large capital projects
during the year including beach renourishment and certain road improvement projects.

The Beach and Park Operations Fund experienced an increase of revenue of $232
thousand to cover the increase of $232 thousand in related operating costs.

The fund balance in the other non-major governmental funds increased $12.5 million

from $37.585 million in 2009 to $50.102 million in 2010 related primarily to bonds issued
for the downtown library and downtown infrastructure projects.
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The chart below compares revenues by source for the governmental funds.

Comparison of General Governmental Revenue
Fiscal Year 2010 and 2009
(Dollars in Millions)
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The following chart compares governmental expenditures by program for fiscal years
2010 and 2009.

Comparison of Governmental Expenditures
Fiscal Year 2010 and 2009
(Dollars in Millions)
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Proprietary Funds

The table below summarizes both the operating income (loss) and the change in net
assets for each of the City’s proprietary funds. The current year operating income in the
Water and Sewer Fund was $6.257 million as compared with $5.489 million income in
the prior year. In the current year, although there was a decline in revenues of
approximately $2.7 million, it was offset by a decline in operating expenses of $3.5
million. The non operating revenues total $4.387 million, contributed to the increase in
net assets.

PROPRIETARY FUNDS (in thousands)

Operating Income (LosS) Change In Net Assets
2010 2009 2010 2009

Water and Sewer $ 6,257 $ 5,489 $10,675 $8,171
Cemetery Mausoleum (446) (494) (139) 6
Golf Course (954) (4112) (795) (182)
Stormwater Utility 509 401 633 586
Sanitation (1,919) (4,201) 661 5,808
Fleet Management 633 1,225 2,258 3,131
Information Technology (1,241) (2,173) (916) 554
Insurance Programs 185 (552) 4,975 1,216

Total $ 3024 $ (716) $ 17,352 $ 19,290

The Cemetery Mausoleum Fund generated an operating loss and a decrease in net
assets. The Perpetual Care Fund has sufficient fund balance to support continuing
operations of this fund. The Golf Course Fund experienced an operating loss resulting
in a decrease in net assets. The Stormwater Utility Fund generated operating income
and an increase in net assets. The Sanitation Fund experienced an operating loss of
$1.919 million and an increase in net assets of $661 thousand due to transfers.

Fleet Management operating income decreased to $633 thousand due to an increase in
depreciation expense related to significant capital asset additions in the current year.
The Self Insurance Fund increased its net assets by $4.975 million due primarily to a
settlement of $4.6 million for a lawsuit. The Information Technology Fund recovers part
of the cost of its operations through transfers in from other departments.
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The following is a chart of the Water and Sewer Fund operations for fiscal 2010 and
20009.

Water and Sewer System
(Dollars in Millions)
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The following is a chart of the Proprietary Funds, excluding the Water and Sewer Fund,
operations for fiscal years 2010 and 2009.

Proprietary Funds Except Water and Sewer
(Dollars in Millions)
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General Fund Budgetary Highlights

The difference between the original and final amended budget for 2010 was an increase
of $8.3 million. Of this increase, $1 million was funded by additional revenue and $7.3
million was funded from available unassigned fund balance. Of the increase, the
significant items were: $3.3 million was required to provide additional funding for capital
projects, $1 million was for economic development, $2.3 million was related to insurance
premium taxes and $1 million was related to public safety costs.

The City generated a positive variance of approximately $8.46 million between the final
adopted budget and actual results of operations. Actual revenues were less than final
budgeted revenues by $1.87 million. Actual expenditures during the year were less than
final budgeted expenditures by $5.83 million. This positive variance is due primarily to
reductions in operating costs related to general government of $2 million, public safety of
$615 thousand, physical environment of $775 thousand, transportation of $811 thousand
and parks and recreation of $1.6 million. Transfers out to other funds were $4.5 million
less than budgeted.

Both the original and the final budget anticipated $3.2 and $10.57 million, respectively, to
be expended from available fund balance. During the year, however, expenditures in
most areas met budgetary estimates, producing the positive budget variance of $8.46
million.

The following chart depicts the 2010 original and amended budgets, as well as, the
actual balance.

2010 GENERAL FUND BUDGETARY
COMPARISON (in millions)
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ORIGINAL BUDGET AMENDED BUDGET ACTUAL BALANCE
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Capital Assets and Debt Administration

Capital Assets

As of year-end, the City had $710 million invested in a variety of capital assets, as reflected
in the following schedule. In 2010, there was a net increase (additions less retirements and
depreciation) of $56 thousand.

Land

Utility plant in service

Buildings

Improvements other than buildings
Equipment

Intangible

Infrastructure

Construction in progress

Total

CITY OF BOCA RATON

Capital Assets
(in thousands, net of depreciation/amortization)

Governmental Business-type
Activities Activities Total
2010 2009* 2010 2009* 2010 2009*
$138,136  $130,636 $ 833 % 833 $138,969  $131,469
206,384 202,615 206,384 202,615
57,610 60,008 975 1,034 58,585 61,042
14,656 13,601 14,484 14,308 29,140 27,909
17,198 17,969 20,010 14,637 37,208 32,606
396 409 5,587 5,910 5,983 6,319
217,761 225,600 217,761 225,600
5,755 3,215 10,680 19,634 16,435 22,849
$451,512  $451,438 $ 258,953 $ 258,971 $710,465  $710,409

*Includes reclassification of intangible assets from equipment.

Major capital asset events during the fiscal year included:

e Land in the governmental activities increased $7.5 million due to the purchase of
the Wildflower Property.

e Capital projects under construction in the governmental activities increased by
$2.54 million. Projects include the widening of N.W. 12" Avenue, bike paths
along S.W. 18" Street and downtown infrastructure projects (Visions 90).

e During the 2010 year, several capital projects in the business-type activities
relating to the water utility plant were completed and put into service. The assets
were transferred from construction in progress to the appropriate asset category.

Additional information can be found in Note 6 Capital Assets on pages 58-60.
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Debt Administration

As of year-end, the City had $164.1 million in debt (bonds, notes, etc.) outstanding
compared to the $163.5 million last year, a .32% increase (considering new borrowing
and debt retirement). Of this amount of debt outstanding as of the end of fiscal year
2010, approximately 30% was backed by the full faith and credit of the government and
the balance was secured by various revenue sources.

The debt position of the City is summarized below and is more fully explained in Note 8
Long-Term Debt on page 61-67.

CITY OF BOCA RATON
Bonded Debt, Loans and Capital Lease Payable (in thousands)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009

General obligation bonds $49,195 $ 43,785 $ 49,195 $ 43,785
Revenue bonds 48,091 52,265 $ 50,045 $ 52,700 98,136 104,965
Special assessment debt with

government commitments 14,240 11,205 14,240 11,205
Loans payable 2,435 3,400 2,435 3,400
Capital lease payable 46 178 46 178

Totals $ 114,007 $110,833 $ 50,045 $ 52,700 $ 164,052 $ 163,533

During fiscal year 2010, the City had the following debt activity:
e |ssued Special Assessment Revenue Bonds in the amount of $3.705 million.
e Issued General Obligation Bonds in the amount of $9.225 million.

e All other decreases in the debt and notes payable were due to principal
payments on the debt.

The City’s General Obligation Bonds were rated AAA by all three credit rating agencies.
Boca Raton was the first municipality in Florida to have been granted this credit rating by
all three rating agencies. The Water and Sewer Utility Fund bonds received an upgrade
and are also rated AAA by Fitch Rating Services, Standard and Poor's and Moody’s
Investor Service. Under Florida Statutes, no debt limit margin is placed on local
governments.
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Economic Factors and Next Year’'s Budgets and Rates

The City Council during the annual Goal Setting Session in May 2010, established goals
and priorities which included: a financially sound City government, top quality municipal
services and a strong partnership with our stakeholders. These goals were used as a
guide to prioritize funding for the Fiscal Year 2010-11 Approved Budget. The City
expenditures have been strategically linked to the goals, objectives, core businesses,
and existing obligations of the City.

For FY 2010-11 property values decreased 6.81% in the City. The net decrease
is composed of an 8.39% decrease from reassessments of existing properties
and an increase of 1.58% from new construction (net of CRA Downtown values).
This is the third consecutive year of decline in property values the City has
experienced since 1992 and well below the City’s twenty-year average property
value growth rate of 5%. Operating property tax rates were not increased.

Amendment 1 was adopted by the voters of Florida in January of 2008. This
amendment provided an additional $25,000 homestead exemption to permanent
residents, provided portability of accumulated Save Our Homes exemptions and
established a $25,000 exemption on tangible personal property tax. The
combined effects of Amendment 1, decline in property values and the City not
increasing the tax rate will reduce the City’s property tax revenues by $4.7 million
in 2011 compared to 2010. Since 2007 property tax revenues have declined by
$11.6 million or 16.9%.

To support the increased cost of fire operations, the City Council increased the
fire assessment fee from $40 to $60 per household for fiscal year 2011.

In January 2011, the sanitation fees will increase to $15 per month for single
family residents and $8.61 per month for multi-family residents. The sanitation
fee will provide approximately $5,704,000 or 91% of the total cost to provide
sanitation services to residents.

A slowing real estate market combined with volatile financial markets will
continue to have a significant impact on the City’s budget for at least the next
several years. Current projections indicate that General Fund revenues will grow
at an estimated rate of 0-1.5% annually for the next several years while at the
same time operating costs are projected to increase at 3-4% annually.

The Florida legislature is again considering various proposals relating to caps on
the growth of state and local government revenues and expenditures and limits
to property tax amounts. Potential legislation could have a significant impact on
a local government’s ability to maintain and or improve services to residents.
The City is carefully monitoring these initiatives and their future impact on the
City’s ability to function as its present level.
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Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and
investors and creditors with a general overview of the City’s finances and to demonstrate
the City’s accountability. If you have questions about this report or need additional
information, contact the Director of Financial Services, 201 W. Palmetto Park Road,
Boca Raton, Florida 33432. Additional Information is also available on the City’'s web
site, www.myboca.us.
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CITY OF BOCA RATON, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and cash equivalents $ 64,339,516 $ 24,224,502 $ 88,564,018
Investments 79,303,677 10,856,602 90,160,279
Receivables, net 20,352,938 9,455,219 29,808,157
Due from other governmental units 9,825,513 110,490 9,936,003
Inventories 468,847 60,391 529,238
Other assets 1,568 7,922 9,490
Restricted:
Cash and cash equivalents 2,879,383 21,042,177 23,921,560
Investments 3,323,733 41,364,636 44,688,369
Interest receivable on investments 27,723 77,247 104,970
Accounts receivable 17,724 17,724
Assessment receivable 1,441,955 1,441,955
Interest receivable on assessments 5,016 5,016
Net pension assets 9,050,695 9,050,695
Deferred charges 780,177 404,928 1,185,105
Capital assets:
Non-depreciable 143,891,025 11,512,789 155,403,814
Depreciable (net) 307,621,367 247,440,349 555,061,716
Total assets $ 641,883,886 $ 368,004,223 $ 1,009,888,109

The notes to the financial statements are an integral part of this statement.
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CITY OF BOCA RATON, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

Primary Government

Governmental Business-type
Activities Activities Total
Liabilities
Accounts payable and accrued liabilities 7,381,111 % 1,356,262  $ 8,737,373
Accrued interest payable 691,100 691,100
Retainage payable 188,635 26,179 214,814
Performance bonds and escrow funds 5,124,152 5,124,152
Unearned revenue 778,702 6,317 785,019
Current liabilities payable from restricted assets:
Accounts payable and accrued liabilities 1,236,700 1,236,700
Customer deposits payable 3,633,230 3,633,230
Retainage payable 376,609 376,609
Accrued interest payable 971,334 971,334
Non-current liabilities:
Due within one year:
Compensated absences 1,200,009 218,383 1,418,392
Bonds, loans and capital leases 11,120,675 3,145,000 14,265,675
Estimated liability for self-Insured losses 3,466,924 3,466,924
Due in more than one year:
Compensated absences 10,800,085 1,965,454 12,765,539
Bonds, loans and capital leases 101,795,409 47,617,690 149,413,099
Net OPEB obligation 781,831 197,169 979,000
Estimated liability for self-Insured losses 5,976,414 5,976,414
Total liabilities 149,305,047 60,750,327 210,055,374
Net Assets
Invested in capital assets, net of related debt 361,157,660 208,818,420 569,976,080
Restricted for:
Community development 15,909,432 15,909,432
Debt service 9,637,779 18,762,995 28,300,774
Law enforcement 1,331,283 1,331,283
Perpetual care 5,737,144 5,737,144
Transportation 7,152,352 7,152,352
Renewal and replacement 19,489,018 19,489,018
Operations and maintenance reserves 8,494,125 8,494,125
Capital recovery cost reserves 1,253,524 1,253,524
Capital projects 6,291,074 2,232,949 8,524,023
Sinking fund reserves 3,145,000 3,145,000
Other purposes 170,000 170,000
Unrestricted 85,292,115 45,057,865 130,349,980
Total net assets 492,578,839 $ 307,253,896 $ 799,832,735
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CITY OF BOCA RATON, FLORIDA

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2010

Functions/Programs
Primary Government:
Governmental activities:
General government
Law enforcement
Fire rescue
Physical environment
Transportation
Community development
Parks and recreation
Interest and fiscal charges
Total governmental activities

Business-type activities:
Water and sewer
Cemetery
Golf course
Stormwater utility
Sanitation
Total business-type activities

Total Primary Government

Program Revenues

Operating

Charges for Grants and

Capital
Grants and

Expenses Services Contributions Contributions
$ 23,022912 $ 16,455,058 $ 1,949,098 $ 2,829,374
37,584,819 2,669,009 1,423,080
37,855,638 7,250,619 94,256
7,851,686 198,232 3,794,537 74,214
22,195,755 799,686 50,986
4,168,469 1,584,988 3,937,778
34,928,159 20,027,237 1,917,996 371,853
4,834,037
172,441,475 48,185,143 13,916,431 3,326,427
42,969,662 47,277,709 5,234,084
635,068 188,757
3,074,765 2,120,461 166,639
1,646,427 2,154,939
5,850,818 3,931,599
54,176,740 55,673,465 5,400,723
$ 226,618,215 $ 103,858,608 $ 13,916,431 $ 8,727,150

General revenues:
Property tax
Utility tax
Franchise tax
Sales tax
Gas tax
Incremental property tax
State shared revenues, un