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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and City Council
City of Edgewood
Edgewood, Florida

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the City of Edgewood, Florida, 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 of Edgewood, Florida’s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and 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 financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the City of Edgewood, Florida as of September 30, 2009, and the
change in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated March 26,
2011 on our consideration of the City of Edgewood, Florida’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 3
through 9 and 25 through 29, are not a required part of the basic financial statements but are

supplementary information required by accounting principles generally accepted in the United States

of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

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

W'JW)M* QB/‘»MJ@A‘

Mount Dora, Florida
March 26, 2011



Management’s Discussion and Analysis

As management of the City of Edgewood, 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. This discussion has been prepared in conjunction with management and should
be read with the financial statements, which follow this section.

Financial Highlights

The City’s assets exceeded its liabilities at September 30, 2010 by $5,348,820 (net assets). Of this
amount, $2,540,503 (unrestricted net assets) may be used to meet the City’s ongoing obligations to
its customers and creditors.

The City’s total net assets increased $92,336 as a result of current year operations.

The City has a mortgage of $62,978, and accrued compensated absences for its employees of
$12,616. The total amount outstanding at September 30, 2010 was $75,594, of which $54,532 is
classified as current and $21,062 as long-term.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City’s basic financial
statements. The basic financial statements consist of three parts: government-wide financial
statements, fund financial statements, and notes to the financial statements. This report also includes
supplementary information that explains in more detail some of the information in the financial
statements.

Government-Wide Financial Statements

The government-wide financial statements of the City provide a broad overview of the City’s
finances and report information about the City using accounting methods similar to those used by
private sector companies.

The Statement of Net Assets presents the City’s assets less its liabilities at year end. The difference
between these assets and liabilities is reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during
the fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future periods.

The government-wide financial statements can be found on pages 10 and 11 of this report.



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The City has only two funds, the General Fund and Special Revenue Fund, which are
both governmental fund types.

Governmental Funds - Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, these
funds 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. As a result of this difference in focus, a
reconciliation is provided in the notes to the financial statements between the fund and government-
wide statements.

Special Revenue Funds - Special revenue funds are used to account for the proceeds of specific
revenue sources (other than special assessments, expendable trusts or for major capital projects) that
are legally restricted to expenditures for specified purposes.

The basic governmental fund financial statement can be found on pages 12 and 13 of this report.

Notes to the Financial Statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found beginning on page 16 of this report.

Other information - In addition to the basic financial statements and notes, this report also presents
certain required supplementary information concerning the City’s annual appropriated budget for its
general fund. A budgetary comparison schedule has been provided as supplementary information
for the general fund to demonstrate compliance with this budget. Individual fund statements and
schedules can be found beginning on page 25 of this report.

Government-Wide Financial Analysis

The City has implemented the provisions of Governmental Accounting Standards Board Statement
Number 34, “Basic Financial Statements-and Management’s Discussion and Analysis-for State and
Local Governments.” As a result, the accompanying fund financial statements are converted to the
Statement of Net Assets and Statement of Activities by posting adjustments for the following:

Capital assets, net of accumulated depreciation, have been added to the Statement of
Net Assets. In addition, capital outlay has been taken out of expenses in the
Statement of Activities and depreciation expense for all equipment has been included
in expense.

The liabilities for debt and accrued compensated absences have been added to the
Statement of Net Assets and the related expenses have been included in the Statement
of Activities.



The Statement of Net Assets and the Statement of Activities report the net assets of the City and
changes in them. Over time, increases or decreases in the City’s net assets are one indicator of
financial position. However, you will need to consider other non-financial factors such as changes
in economic conditions, regulations and new or changed government legislation.

The largest portion of the City’s net assets (48%) consists of its unrestricted net assets that may be
used to meet ongoing obligations to its customers and creditors.

Governmental  Governmental

Increase
2010 2009 (Decrease) Percentage
Current and other assets $ 3269715 $ 3021556 $ 248,159 8%
Noncurrent assets 2,431,041 2,452,715 (21,674) -1%
Total assets 5,700,756 5,474,271 226,485 4%
Current liabilities 330,874 131,438 199,436 151%
Noncurrent liabilities 21,062 90,841 (69,779) -76%
Total liabilities 351,936 222,279 (129,657) -58%
Net Assets:
Invested in capital assets, net of related debt 2,368,063 2,323,589 44,474 1%
Reserved 440,254 422,809 17,445 1%
Unrestricted 2,540,503 2,510,086 30,417 1%
Total net assets $ 5348820 $ 5256484 $ 92,336 1%

An additional portion of the City’s net assets (44%) represents its investment in capital assets (e.g.,
infrastructure, land, buildings, machinery, and equipment), less any related debt used to acquire
those assets that is still outstanding. These capital assets are used to provide services to citizens;
consequently, these assets are not available for future spending. Although the investment in capital
assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

The remaining balance of the City’s net assets (8%) represents resources that are subject to external
restrictions on how they may be spent.

Assets of the City consist primarily of pooled cash and investments of $3,177,793 and capital assets,
net of accumulated depreciation of approximately $2,431,041.



Current liabilities total $330,874, which consist primarily of accounts payable, accrued liabilities,
and $54,532 of the current portion of long-term debt.

Governmental activities increased net assets $92,336 over the prior year to $5,348,820. The major
components of this category are “invested in capital assets, net of related debt,” $2,368,063, which is
the City’s investment in its net capital assets (original cost less accumulated depreciation, less debt)
and unrestricted net assets of $2,540,503.

Governmental Activities

Governmental activities increased the City’s overall net assets by $92,366 or 1%.

The following table represents the composition of governmental activities revenue and percentages
in relation to total governmental activities:

Charges for services $ 370,760 12%
Property taxes 1,174,921 40%
Sales and gas taxes 437,329 15%
Franchise and utility taxes 823,447 28%
Grants and contributions 45,687 2%
Impact fees 24,762 1%
Investment earnings 12,550 1%
Other revenues 956 1%

$2,890,592 100%



Increase
2010 2009 (Decrease) Percentage
Revenues:
Program revenues:
Charges for service $ 370,760 $ 364,740 $ 6,020 1%
Capital grants and contributions 44,487 7,097 37,390 526%
Operating grants and contributions 1,200 1,500 (300) -20%
General revenues:
Property taxes 1,174,921 1,249,333 (74,412) -5%
Other taxes 1,260,776 1,221,975 38,801 3%
Other 38,268 12,562 25,706 204%
Total revenues 2,890,412 2,873,547 16,865 1%
Expenses:
General government 341,972 397,024 (55,052) -13%
Public safety 1,889,703 1,792,655 97,048 5%
Roads and streets 186,847 206,808 (19,961) -9%
Physical environment 239,809 184,653 55,156 29%
Payment to FEMA 134,063 . 134,063 > 100%
Interest on long-term debt 5,682 13,250 (7,568) -57%
Total expenses 2,798,076 2,594,390 203,686 7%
Increase in net assets 92,336 279,157 (186,821) -66%
Net assets beginning 5,256,484 4,977,327 279,157 54%
Net assets ending $ 5,348,820 $ 5,256,484 $ 92,336 1%

Financial Analysis of the Government’s Funds

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



Governmental Funds:

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, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $3,016,08, an increase of $69,988 in comparison with the prior year. A majority of
this total amount ($2,576,119) constitutes unreserved fund balance, which is available for spending
at the government’s discretion. The remainder of fund balances is reserved to indicate that it is not
available for new spending because it has already been committed. This includes police education
($13,658) and city infrastructure, which consists of stormwater ($55,782) and highway and street
funds ($123,104).

The general fund is the chief operating fund of the City of Edgewood. At the end of the current
fiscal year, unreserved fund balance of the general fund was $2,576,119, while total fund balance
reached $2,892,979.

The fund balance of the City’s general fund increased by $31,164 during the fiscal year. Key factors
in this are as follows:

e Anincrease in franchise and utility taxes of $28,370.

e An increase in charges for services of $21,460.

Special Revenue Fund:

This fund is used to collect gas tax and other revenues primarily from other governmental agencies.
Funds collected must be used for road and highway operations and maintenance. Tax collections for
fiscal year 2010 increased $3,368 to $103,077 compared to the prior year collection of $99,7009,

while impact fees of $20,750 were collected due to new development.

Expenditures decreased $509,302 compared to the prior year primarily due to less improvement
projects.

Capital Assets and Debt Administration

Capital Assets - The City’s investment in capital assets for its governmental activities as of
September 30, 2010, amounts to $2,431,041 (net of accumulated depreciation). This investment in
capital assets includes land, building and improvements, machinery and equipment, and
infrastructure.



Capital asset acquisitions during the current fiscal year included the following:

e Police vehicles ($46,239).

e Police equipment and software ($82,346).

City of Edgewood
(net of depreciation)

Governmental Activities

Increase
2010 2009 (Decrease) Percentage
Land $ 284796 $ 284,796 $ %
Building 255,386 258,081 (2,695) -1%
Equipment 287,637 207,569 (80,068) -38%
Infrastructure 1,603,222 1,702,269 99,047 -5%
Total assets $ 2431041 $ 2452715 $ (21,674) -1%

Long-Term Debt - At the end of the fiscal year, the City’s total net debt decreased $66,470 or 49%.
Of the total debt of $67,148, $54,532 is due within the next fiscal year.

Compensated Absences - The City had $12,616 in total compensated absence liabilities as of

September 30, 2010, an increase of $584 or 4%.

For more detailed information regarding the City’s capital assets and long-term debt, please refer to

the notes to the financial statements.

Requests for Information - This financial report is designed to provide a general overview of the
City’s finances. Questions concerning any of the information provided in this report or requests for
additional information should be addressed to City of Edgewood, City Clerk, 405 Larue Avenue,
Edgewood, Florida 32809. The telephone number is (407) 851-2920.



CITY OF EDGEWOOD, FLORIDA

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

Primary Government

ASSETS
Current Assets:
Cash and cash equivalents
Receivables (net of allowance for uncollectibles)
Due from other governments
Inventories
Total Current Assets

Noncurrent Assets:
Capital assets (net of accumulated deprecation):
Land
Buildings
Machinery and equipment
Infrastructure
Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities:
Accounts payable
Current portion long-term debt
Accrued expenses
Deferred revenue
Total Current Liabilities

Noncurrent liabilities:
Compensated absences
Mortgage liabilities
Total Noncurrent Liabilities

Total Liabilities

NET ASSETS

Invested in capital assets, net of related debt
Reserved for:

Highways and streets

Inventory

Police education fund

Law enforcement trust fund

Fire and rescue impact fees

Police impact fees

Storm water fund

Fines and forfeitures fund
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

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

Governmental
Activities Total
$ 3,177,793 3,177,793
65,489 65,489
24,472 24,472
1,961 1,961
3,269,715 3,269,715
284,796 284,796
255,386 255,386
287,637 287,637
1,603,222 1,603,222
2,431,041 2,431,041
$ 5,700,756 5,700,756
$ 224,799 224,799
54,532 54,532
29,790 29,790
21,753 21,753
330,874 330,874
12,616 12,616
8,446 8,446
21,062 21,062
351,936 351,936
2,368,063 2,368,063
123,394 123,394
1,962 1,962
13,658 13,658
13,986 13,986
33,638 33,638
2,895 2,895
55,782 55,782
194,939 194,939
2,540,503 2,540,503
5,348,820 5,348,820
$ 5,700,756 5,700,756

10



CITY OF EDGEWOOD, FLORIDA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Functions/Program
Primary government:
Governmental activities:
General government
Public safety
Highways and streets
Physical Environment
Interest on long-term debt

Total governmental activities

Program Revenues

Net (Expense)
Revenue and
Changes in
Net Assets
Primary Government

Capital Operating
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
$ 341972 $ 107,036 $ . $ 1,200 $  (233,736)
1,889,703 49,332 44,487 (1,795,884)
186,847 . (186,847)
239,809 214,392 (25,417)
5,682 (5,682)
2,664,013 370,760 44,487 1,200 (2,247,566)
General revenues:
Property taxes $ 1,174,921
Sales and gas taxes 437,329
Franchise and utility taxes 823,447
Miscellaneous revenues 6,092
Investment earnings 12,550
Impact fees 24,762
Loss on disposal of capital assets (5,136)
Repayment to FEMA (134,063)
Total general revenues and extraordinary items 2,473,965
Change in net assets 92,336
Net assets - beginning 5,256,484
Net assets - ending $ 5,348,820

The notes to the financial statements are an integral part of this statement.
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CITY OF EDGEWOOD, FLORIDA
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2010

ASSETS
Cash and cash equivalents
Receivables
Due from other governments
Inventories

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Deferred revenue
Payroll related accruals
Total liabilities

Fund balances:
Reserved for:
Inventories
Police education fund
Law enforcement trust fund
Police impact fees
Fire and rescue impact fees
Storm water fund
Fines and forfeitures fund
Unreserved: Undesignated
Roads and streets
Total fund balances

Total liabilities and fund balances

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

and, therefore, are not reported in the funds.

the current period and therefore are not reported in the funds.

Net assets of governmental activities

Other Total
Governmental Governmental

General Funds Funds
$ 3,054,689 $ 123,104 $ 3,177,793
65,489 65,489
24,472 24,472
1,962 o 1,962
$ 3,146,612 $ 123,104 $ 3,269,716
$ 202,089 $ $ 202,089
29,791 29,791
21,753 21,753
253,633 253,633
1,962 1,962
13,658 13,658
13,986 13,986
2,895 2,895
33,638 33,638
55,782 55,782
194,939 194,939
2,576,119 e 2,576,119
o 123,104 123,104
2,892,979 123,104 3,016,083

$ 3,146,612 $ 123,104
Capital assets used in governmental activities are not financial resources
2,431,041
Long-term liabilities, including bonds payable, are not due and payable in
(98,304)
_$ 5348820

The notes to the financial statements are an integral part of this statement.
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CITY OF EDGEWOOD, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

SEPTEMBER 30, 2010

Revenues:
Taxes:

Ad Valorem

Franchise and utility taxes

Motor Fuel
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment earnings
Impact fees
Miscellaneous

Total Revenues

Expenditures:
Current:
General government
Public safety
Highways and streets
Physical environment
Debt Service:
Principal and interest
Capital Outlay:
General government
Public safety
Total Expenditures

Other Financing Uses:
Repayment to FEMA
Total Other Financing Sources
Excess of Revenues Over Expenditures

Fund Balance - Beginning of Year

Fund Balance - Ending of Year

Other Total
Governmental Governmental

General Funds Funds
$ 1,174,921 $ 1,174,921
782,687 . 782,687
. 77,261 77,261
61,611 . 61,611
381,019 25,816 406,835
308,027 308,027
25,409 . 25,409
12,297 253 12,550
4,012 20,750 24,762
2,491 28,154 30,645
2,752,474 152,234 2,904,708
335,676 335,676
1,848,648 . 1,848,648
. 113,410 113,410
229,254 229,254
71,540 71,540
367 367
101,762 . 101,762
2,587,247 113,410 2,700,657
(134,063) (134,063)
(134,063) (134,063)
31,164 38,824 69,988
2,861,815 84,280 2,946,095
$ 2,892,979 3 123,104 $ 3,016,083

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



CITY OF EDGEWOOD, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balances - total governmental funds $ 69,988

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital outlay exceeded depreciation
in the current period. (7,088)

The net effect of transactions involving capital assets (i.e., sales, trade-ins and dispositions) (12,480)

The issuance of long-term debt (e.g., bonds, leases) provides 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. Also, governmental funds report the effect of issuance costs, discounts,
and similar items when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items. 54,532

Some expenses reported in the statement of activities do not require the use of current resources
and therefore are not reported as expenditures in governmental funds. The City experienced an

increase in long-term compensated absences during the current period which resulted in a
decrease to net assets of governmental activities. (12,616)

Change in net assets of governmental activities $ 92,336

The notes to the financial statements are an integral part of this statement.
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CITY OF EDGEWOOD, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2010

Revenues:
Taxes:
Ad Valorem
Franchise and utilities
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment earnings
Impact fees
Miscellaneous

Total Revenues
Expenditures:
Current:
General Government
Public safety
Physical Environment
Debt Service
Total Expenditures
Other Financing Sources (Uses):
Interfund transfer for operating expenses
Repayment to FEMA
Total Other Financing Sources
Excess of Revenues Over Expenditures

Fund Balance - Beginning

Fund Balance - Ending

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
$ 1,169,514 $ 1,169,514 $ 1,174,921 $ 5,407
703,615 703,615 782,687 79,072
46,500 46,500 61,611 15,111
395,641 395,641 381,019 (14,622)
336,310 336,310 308,027 (28,283)
23,500 23,500 25,409 1,909
21,500 21,500 12,297 (9,203)
7,526 7,526 4,012 (3,514)
3,500 3,500 2,491 (1,009)
2,707,606 2,707,606 2,752,474 44,868
445,620 445,620 336,043 109,577
1,947,736 1,947,736 1,950,410 (2,674)
255,987 255,987 229,254 26,733
6,100 6,100 71,540 (65,440)
2,655,443 2,655,443 2,587,247 68,196
(23,940) (23,940) e 23,940
e . (134,063) (134,063)
(23,940) (23,940) (134,063) (110,123)
28,223 28,223 31,164 2,941
2,861,815 2,861,815 2,861,815

$ 2,890,038 $ 2,890,038 $ 2,892,979 $ 2,941
15
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

1. Summary of Significant Accounting Policies:

The City of Edgewood, Florida was incorporated under the laws of the State of Florida and
operates under the council-mayor form of government under its charter adopted pursuant to
Chapter 69 - 1039, of the State of Florida.

The financial statements of the City of Edgewood, Florida have been prepared in conformity
with accounting principles generally accepted in the United States of America as applicable to
governments. The following is a summary of the City’s more significant accounting policies:

A. Reporting Entity - These financial statements include all the City’s funds. There are no
component units, separate governmental units, agencies or nonprofit corporations that require
inclusion in the City’s financial statements.

B. Government-wide and Fund Financial Statements

Government-wide Financial Statements - The government-wide financial statements include
the statement of net assets and the statement of activities. These statements report financial
information for the City as a whole excluding fiduciary activities such as employee pension
plans. Individual funds are not displayed but the statements distinguish governmental
activities, generally supported by taxes and City general revenues, from business-type
activities, generally financed in whole or in part with fees charged to external customers.
The statement of activities reports the expenses of a given function offset by program
revenues directly connected with the functional program. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund to
capture the expenses and program revenues associated with a distinct functional activity.
Program revenues include: (1) charges for services, which report fees, fines and forfeitures,
and other charges to users of the City’s services; (2) operating grants and contributions,
which finance annual operating activities including restricted investment income; and (3)
capital grants and contributions, which fund the acquisition, construction, or rehabilitation of
capital assets and include fees to developers. These revenues are subject to externally
imposed restrictions to these program uses. Taxes and other revenue sources not properly
included with program revenues are reported as general revenues.

Fund Accounting - The accounts of the City are organized on the basis of funds, which are
considered a separate accounting entity. The operations of each fund are accounted for with
a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenue and expenditures, or expenses, as appropriate. Government resources are allocated
to and accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled. The various funds and
account groups of the City are as follows:
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

Governmental Funds -

1). General Fund - To account for all financial resources except those required to be
accounted for in another fund.

2). Special Revenue Funds - To account for the proceeds of specific revenue sources
(other than special assessments, expendable trusts or for major capital projects) that
are legally restricted to expenditure for specified purposes.

Fiduciary Funds -

3). Trust Funds - To account for assets held by the City in a trustee capacity. Pension
trust funds are accounted for in essentially the same manner as private business
enterprises since capital maintenance is critical.

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

. Basis of Accounting - The accounting and financial reporting treatment applied to a fund is
determined by its measurement focus. All governmental funds are accounted for using a
current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing sources) and
decreases (i.e., expenditures and other financing uses) in net current assets.

The government-wide statements and pension trust fund are accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operation of this fund are included on the statement of plan net
assets.

The modified accrual basis of accounting is used by all governmental fund types. Under the
modified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e., when they become both measurable and available). “Measurable” means the amount of
the transaction can be determined and “available” means collectible within the current period
or soon enough thereafter to be used to pay liabilities of the current period. The government
considers property taxes as available if they are collected within 60 days after year end. A
one-year availability period is used for revenue recognition for all other governmental fund
revenues. Expenditures are recorded when the related fund liability is incurred. Principal
and interest on general long-term debt are recorded as fund liabilities when due or when
amounts have been accumulated in the debt service fund for payments to be made early in the
following year.
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

All major revenues, except property taxes, are considered measurable and available and, as
such, susceptible to accrual.

The accrual basis of accounting is utilized by government-wide statements and the pension
trust fund. Under this method, revenues are recorded when earned and expenses are recorded
at the time liabilities are incurred.

D. Assets, Liabilities and Fund Equity

1),

2).

3).

4).

).

Cash, Cash Equivalents, and Investments - For purposes of cash flows, cash includes
amounts in demand deposits as well as short-term investments with a maturity date
within three months of the date acquired by the government. Pension funds are also
reported at fair value.

Accounts Receivable From Other Governments - Those amounts that represent a claim
against another government, and are measurable, have been accrued.

Inventories - Inventories are priced at cost using the first-in, first-out method. Fuel
inventories are maintained by the General Fund. The City uses the consumption method
in expensing governmental fund inventories.

Fixed Assets - Fixed assets, which include property, plant, equipment and infrastructure
assets are reported in the governmental activities column in the government-wide
financial statements. All purchased fixed assets are valued at cost where historical
records are available and at an estimated historical cost where no historical records exist.
Donated fixed assets are valued at their estimated fair market value on the date received.

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

Buildings 39 years
Building Improvements 15 years
Equipment 510 10 years
Furniture and Fixtures 7 to 10 years
Infrastructure 20 to 30 years
Software 3 years

Compensated Absences - An accrual is made for accrued vacation leave in the
government-wide financial statements. The amount accrued represents leave that is
expected to be paid in future years and does not include leave to be paid in the next fiscal
year. No accrual is made for sick leave benefits which accumulate but do not vest at
current salary rates. The City’s policy is to accrue and pay out 25% of vested sick leave
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

6).

7).

8).

upon employee termination or resignation. Both vacation and sick leave are recorded as
long-term liabilities in the government-wide financial statements.

Long-Term Obligations - Long-term debt is recognized as a liability of the government-
wide financial statements. For other long-term obligations, only that portion expected to
be financed from expendable available financial resources is reported as a fund liability
of a governmental fund. The governmental fund financial statements recognize the
proceeds of debt as other financing sources of the current period.

Fund Equity - Reserves represent those portions of fund equity not appropriable for
expenditure or legally segregated for a specific future use. Designated fund balances
represent tentative plans for future use of financial resources.

Risk Management - The City is exposed to various risks of loss related to torts, theft of,
damage to and destruction of assets; errors and omissions; natural disasters; and job-
related illnesses or injuries to employees. Significant losses are covered through
participation in a local government non-assessable self-insurance pool. For these insured
programs, there have been no significant reductions in insurance programs; there have
been no significant reductions in insurance coverage. Settlement amounts have not
exceeded insurance coverage for the current year or the three prior years.

. Revenues Recognition

Property Tax Recognition - The key dates in the property tax cycle (latest date where
appropriate) are as follows:

Assessment/lien date January 1
Assessment roll validated July 1
Millage resolution approved September 30
Beginning of fiscal year for which

taxes have been levied October 1
Tax bills rendered and due November 1
Property taxes payable:

Maximum discount November 30

Delinquent April 1

Tax certificates sold May 31

Property taxes are collected and remitted by the county tax collector. The City does not
accrue its portion of county held tax sale certificates because such amounts are neither
measurable nor available at balance sheet date.
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

The statutory maximum tax rates that may be assessed by the City are as follows:

Ad valorem millage 10 mills
Utility tax (electric, gas, telephone) 10%

Comparative Data

Comparative total data for the prior year have been presented for the police pension trust
fund and individual fund statements in order to provide an understanding of the changes in
the financial position and operation of these funds.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Stewardship, Compliance and Accountability:

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

A

B.

C.

Prior to September 30, the Mayor submits the proposed operating budget for the next fiscal
year to the City Council. The operating budget includes proposed expenditures and the
means of financing them.

Public hearings are conducted to obtain taxpayer comments.

Prior to October 1, the budget is legally enacted through passage of an ordinance.

The legal level of budgetary control is the fund level. Administrative control is maintained at the
department level through integration with the accounting records. Appropriations lapse at the
end of each fiscal year.

Budgets are prepared on a basis consistent with generally accepted accounting principles
(GAAP) except for capital lease proceeds and associated capital outlay. Budget amounts are
reported as originally adopted or revised.
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CITY OF EDGEWOOD, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

3. Deposits and Investments:

The Florida Security for Depositors Act identifies those financial institutions that have deposited
the required collateral in the name of the treasurer of the State of Florida as qualified public
depositories. The City only places deposits with qualified public depositories. Therefore, all City
deposits are entirely insured by FDIC or Florida’s Multiple Financial Institution Collateral Pool.

Florida Statutes authorize the City to invest in the Local Government Surplus Funds Trust Fund
investment pool administered by the State Board of Administration; interest-bearing time
deposits and savings accounts in qualified public depositories, direct obligations of the United
States Treasury; obligations of Federal agencies and instrumentalities; securities of, or interests
in, certain open-end or closed-end management type investment companies; Securities and
Exchange Commission registered money market funds with the highest credit quality rating from
a nationally recognized rating agency; and other investments approved by the City Council as
authorized by law.

The City reported no investments at September 30, 2010 as surplus funds were invested in the
State Board of Administration Local Government Surplus Funds Trust Fund investment pool,
which are reported as cash and cash equivalents.

The SBA report for the year ending September 30, 2010 reported no significant violations of
legal or contractual provisions and no losses due to borrower or lending agent defaults.
However, during the fiscal year a portion of the City’s funds were partially restricted. See Note
8 for further detail. Copies of the Investment in Local Government Surplus Funds Trust report
can be obtained from the SBA (www.sbafla.com/pool).

4. Changes In General Fixed Assets:

A summary of changes in general fixed assets is as follows:

Balance Balance
10/1/2009 Additions Deletions Depreciation 9/30/2010

Land $ 284796 % e $ . $ ... $ 284,796
Buildings 378,604 9,650 (1,157) . 387,097
Machinery and equipment 497,382 152,877 (19,534) . 630,725
Infrastructure 2,808,344 c c ce 2,808,344
Less Accumulated Depreciation (1,516,411) . 6,105 (169,615) (1,679,921)

Totals $ 2,452,715 $ 162,527 $ (14586) $ (169,615) $ 2,431,041
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SEPTEMBER 30, 2010

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

Governmental activities:

General government $ 8,092
Highway and streets 77,938
Public safety 73,030
Physical environment 10,555
Total depreciation expense - governmental activities $ 169,615

5. Pension Funds:

All City employees participate in the Florida Retirement System, a multiple-employer, cost-
sharing public employee retirement system.

Plan Description: The City contributes to the Florida Retirement System, a cost-sharing
multiple-employer defined benefit pension plan administered by the Florida Division of
Retirement. The Plan provides retirement and disability benefits, cost-of-living adjustments, and
death benefits to plan members and beneficiaries. Florida Statutes Chapter 121 assigns the
authority to administer the Plan to the Division of Retirement. The Florida Legislature
establishes and amends benefit provisions and contribution levels. The Division of Retirement
issues a publicly available financial report that includes financial statements and required
supplementary information for the Plan. That report may be obtained by writing to Florida
Division of Retirement, 2639 North Monroe Street, Building C, Tallahassee, Florida 32399-
1560.

Funding Policy: Employees do not contribute to the Plan. The City is required to contribute at
an actuarially determined rate. The rate for regular and special risk members was 8.69% and
19.76% respectively, of annual covered payroll. The contribution requirements of the City are
established and may be amended by the Florida Legislature. The City’s contributions to the
System for the year ending September 30, 2010 and 2009 were $133,280 and $116,348
respectively, equal to the required contributions for each year.
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6. Long-Term Debt:

The following is the change in liabilities reported in the general long-term debt account group:

Balance Balance
October 1, September
2009 Additions  Reductions 30, 2010
Compensated absences representing the
long term portion of the general fund’s
liability for accrued vacation leave. $ 13,200 $ ... $ (584) $ 12616
Mortgage payable on building purchase due
monthly beginning July 2002. The interest
rate is 5% and matures June 2012. 133,618 e (70,640) 62,978
Total $ 146818 $ ... $ (71224) $ 75594

Annual requirements to amortize the debt, including interest are as follows:

Mortgage
Compensated
Year Ended September 30 Absences Principal Interest Total
2011 $ ... $ 59591 $ 1,796 $ 61,387
2012 12,616 3,387 7 16,010

Totals $ 12616 $ 62978 $ 1,803 $ 77,397

7. Subsequent Events:

Subsequent to the year end, the City was notified by the Federal Emergency Management
Agency that it was over reimbursed $134,063 for hurricane clean-up expenditures incurred in

2004. This liability has been included in accounts payable for the year ended September 30,
2010.
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8. Grants:

The City received the following grants during the year ended September 30, 2010.

Grant: Description: Amount:
Local Law Enforcement Grant Computers $ 29,487
Local Law Enforcement Grant Software $ 15,000

9. Local Government Surplus Trust Fund Investment Pool

At September 30, 2010, the City had $819,118 invested in the State Board of Administration’s
Local Government Surplus Trust Fund Investment Pool (Pool). On November 29, 2007, the
State Board of Administration implemented a temporary freeze on the assets held in the Pool due
to an unprecedented amount of withdrawals from the Fund coupled with the absence of market
liquidity for certain securities within the Pool. The significant amount of withdrawals followed
reports that the Pool held asset-backed commercial paper that was subject to sub-prime mortgage
risk. On December 4, 2007, based upon recommendations from an outside financial advisor, the
State Board of Administration restructured the Pool into two separate pools. Pool A consisted of
all money market appropriate assets while Pool B consisted of assets that either defaulted on a
payment, paid more slowly than expected, and/or had any significant credit and liquidity risk. At
the time of restructuring, all current pool participants had their existing balances proportionately
allocated to Pool A and Pool B.

Currently, Pool A participants can withdraw any amount from Pool A, without penalty. New
investments in Pool A are not subject to the redemption fee or withdrawal restrictions. Future
withdrawal provisions from Pool A will be subject to further evaluation based on the maturities
of existing investments and the liquidity requirements of the Pool. On December 21, 2007,
Standard and Poor’s Ratings Services assigned its “AAAM” principal stability fund rating to
Pool A.

Currently, Pool B participants are prohibited from withdrawing any amount form the Pool.
However, a percentage amount from Pool B is transferred to Pool A when those investments
mature. The amount transferred is determined upon the total amount held in Pool B.

As of September 30, 2010, the City had $806,082 and $23,036 invested in Pool A and B

respectively. Additional information regarding the Local Government Surplus Trust Fund may
be obtained from the State Board of Administration.
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CITY OF EDGEWOOD, FLORIDA
GENERAL FUND
COMPARATIVE BALANCE SHEET
SEPTEMBER 30, 2010 AND 2009

ASSETS 2010 2009
Cash and equivalents $ 3,054,689 2,854,621
Accounts receivable 65,489 65,308
Due from other governments 24,472 4,386
Inventory 1,962 1,430
TOTAL ASSETS $ 3,146,612 2,925,745
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable $ 202,089 21,415
Payroll related accruals 29,791 25,530
Deferred revenue 21,753 16,985
Total Liabilities 253,633 63,930
Fund Balance:
Reserved for inventory 1,962 1,430
Reserved for police education fund 13,658 24,815
Reserved for law enforcement trust fund 13,986 15,611
Reserved for police impact fees 2,895 965
Reserved for fire and rescue impact fees 33,638 40,505
Reserved for storm water fund 55,782 55,244
Reserved for fines and forfeitures 194,939 173,089
Reserved for retirement subsidy o 26,870
Unreserved: Undesignated 2,576,119 2,523,286
Total Fund Balance 2,892,979 2,861,815
TOTAL LIABILITIES AND FUND BALANCE $ 3,146,612 2,925,745
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CITY OF EDGEWOOD, FLORIDA
GENERAL FUND
SCHEDULE OF REVENUES - BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2010
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30, 2009

2010 FAVORABLE 2009
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
Taxes:
Ad valorem taxes $ 1,169,514 $ 1,174,921 $ (5,407) $ 1,249,333
Franchise and utility taxes 703,615 782,687 (79,072) 754,317
Total Taxes 1,873,129 1,957,608 (84,479) 2,003,650
Licenses and Permits:
Regulatory licenses 35,000 35,739 (739) 37,208
Building, electrical and sign permits 11,500 25,872 (14,372) 15,751
Total Licenses and Permits 46,500 61,611 (15,111) 52,959
Intergovernmental Revenues:
State revenue sharing 92,209 66,384 25,825 65,945
Alcoholic beverage licenses 100 98 2 o
Half-cent sales tax 260,332 267,868 (7,536) 262,280
Grants 42,000 44,487 (2,487) 7,097
Miscellaneous 1,000 2,182 (1,182) 1,424
Total Intergovernmental Revenues 395,641 381,019 14,622 336,746
Charges for services
Solid waste collection 228,110 255,152 (27,042) 235,487
Miscellaneous 108,200 52,875 55,325 51,080
Total Charges for Services 336,310 308,027 28,283 286,567
Fines and Forfeitures
Court fines 15,000 21,858 (6,858) 42,252
Police education 3,500 1,526 1,974 1,750
Citation surcharge 0 500 (500) o
Miscellaneous 5,000 1,525 3,475 5,040
Total Fines and Forfeitures 23,500 25,409 (1,909) 49,042
Miscellaneous Revenues
Interest 21,500 12,297 9,203 22,978
Impact fees 7,526 4,012 3,514 965
Other 3,500 2,491 1,009 21,236
Total Miscellaneous 32,526 18,800 13,726 45,179
Total Revenues $ 2,707,606 3$ 2,752,474 $ (44,868) 3$ 2,774,143
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CITY OF EDGEWOOD, FLORIDA
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2010
WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDING SEPTEMBER 30, 2009

2010 FAVORABLE 2009
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
Expenditures
Current:
General Government:
Financial and Administrative:
Personnel services 180,325 138,322 42,003 159,654
Operating expenditures 105,075 100,152 4,923 123,818
Capital outlay 5,000 367 4,633 9,997
Legal Counsel:
Operating expenditures 60,000 54,104 5,896 64,253
Comprehensive Planning:
Operating expenditures 70,000 16,538 53,462 18,529
Other General Government:
Operating expenditures 25,220 26,560 (1,340) 24,865
Total General Government 445,620 336,043 109,577 401,116
Public Safety:
Law Enforcement:
Personnel services 919,870 954,295 (34,425) 858,130
Operating expenditures 300,926 289,760 11,166 206,778
Capital outlay 83,000 101,762 (18,762) 52,874
Total Law Enforcement 1,303,796 1,345,817 (42,021) 1,117,782
Fire Protection:
Operating expenditures 643,940 604,593 39,347 642,899
Protective Inspections:
Operating expenditures S . S 22,155
Total Public Safety 1,947,736 1,950,410 (2,674) 1,782,836
Physical Environment:
Operating expenditures 255,987 229,254 26,733 239,300
Debt Service:
Mortgage 61,000 71,540 (10,540) 66,502
Total Expenditures 2,710,343 2,587,247 123,096 2,489,754
Other Financing Sources (Uses)
Interfund transfer for operating expenses (23,940) 23,940 (494,696)
Total Other Financing Sources (Uses) (23,940) 23,940 (494,696)
Extraordinary ltems
Repayment to FEMA 134,063
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CITY OF EDGEWOOD, FLORIDA
ROAD AND STREET FUND
COMPARATIVE BALANCE SHEET
SEPTEMBER 30, 2010 AND 2009

ASSETS
Cash and equivalents

Total Assets

2009

95,811

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable

Total Liabilities

Fund Balance:
Reserved for roads and streets

Total Liabilities and Fund Balance

95,811

11,531

11,531

2010
$ 123,104
$ 123,104
$
123,104
$ 123,104

84,280

95,811
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CITY OF EDGEWOOD, FLORIDA
ROAD AND STREET FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE YEAR ENDED SEPTEMBER 30, 2010 WITH COMPARATIVE
ACTUAL AMOUNTS FOR THE YEAR ENDED SEPTEMBER 30, 2009

VARIANCE
2010 FAVORABLE 2009
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
Revenues:
Taxes $ 73,590 $ 77,261 $ 3,671 $ 74,064
Intergovernmental revenue:
Shared taxes . 25,816 25,816 25,645
Miscellaneous:
Interest revenue 500 253 (247) 818
Impact fees 37,440 20,750 (16,690) 10,375
Miscellaneous 7,500 28,154 (20,654) 15,896
Total Revenues 119,030 152,234 (8,104) 126,798
Expenditures:
Highways and streets
Operating expenditures
Engineering fees . o . 31,252
Streets and road maintenance 65,530 63,928 1,602 547,796
Utilities 40,000 49,482 (9,482) 43,664
Total Expenditures 105,530 113,410 (7,880) 622,712
Excess of Revenues Over (Under) Expenditures 13,500 38,824 (15,984) (495,914)
Other Sources (Uses):
Interfund transfer for operating expenses 23,940 . (23,940) 494,696
Total Other Sources (Uses) 23,940 .. (23,940) 494,696
Excess (Deficiency) of Revenues and Other Sources
Over (Under) Expenditures and Other Uses 37,440 38,824 (39,924) (1,218)
Fund Balances - October 1, 2009 84,280 84,280 . 85,498
Fund Balances - September 30, 2010 $ 121,720 $ 123,104 $ (39,924) $ 84,280
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and City Council
City of Edgewood, Florida

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Edgewood, Florida as of and for the year
ended September 30, 2010, which collectively comprise the City of Edgewood, Florida’s basic
financial statements and have issued our report thereon dated March 26, 2011. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
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material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

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

This report is intended solely for the information and use of the City Council and management
and is not intended to be and should not be used by anyone other than these specified parties.

Cuanlae Mmen | Wi ¥ Booinn | PA

Mount Dora, Florida
March 26,2011
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MANAGEMENT LETTER

The Honorable Mayor and City Commissioners
City of Edgewood, Florida

We have audited the financial statements of the City of Edgewood, Florida, as of and for the
fiscal year ended September 30, 2010, and have issued our report thereon dated March 26, 2011.

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. We have issued
our Independent Auditor’s Report on Compliance and Internal Control over Financial Reporting.
Disclosures in that report, which is dated March 31, 2011, should be considered in conjunction
with this management letter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550,
Rules of the Auditor General, which governs the conduct of local governmental entity audits
performed in the State of Florida. This letter includes the following information, which is not
included in the aforementioned auditor’s reports:

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective action has been taken to address significant findings and recommendations made in
the preceding annual financial audit report. Corrective actions have been taken to address
findings and recommendations made in the preceding annual financial audit report.

Section 10.554(1)(1)2., Rules of the Auditor General, requires our audit to include a review of the
provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In
connection with our audit, we determined that the City complied with Section 218.415, Florida
Statutes.

Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management, accounting procedures, and
internal controls. In connection with our audit, we did not have any such recommendations.

Section 10.554(1)(i)4., Rules of the Auditor General, requires that we address violations of
provisions of contracts and grant agreements or abuses that have an effect on the financial
statements that are less than material but more than inconsequential. In connection with our
audit, we did not have any such findings.

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

Section 10.554(1)(i)6., Rules of the Auditor General, requires that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be
disclosed in this management letter, unless disclosed in the notes to the financial statements. The
City of Edgewood was established by Special Acts of 1923 of the State of Florida, Chapter 9764.
The City had no component units.

Section 10.554(1)(i)7a., Rules of the Auditor General, requires a statement be included as to
whether or not the local governmental entity has met one or more of the conditions described in
Section 218.503(1), Florida Statutes, and identification of the specific conditions met. In
connection with our audit, we determined that the City of Edgewood did not meet any of the
conditions described in Section 218.503(1), Florida Statutes.

Section 10.554(1)(i)7b., Rules of the Auditor General, requires that we determine whether the
annual financial report for the City of Edgewood for the fiscal year ended September 30, 2009,
filed with the Florida Department of Financial Services pursuant to Section 2187.32(1)(a),
Florida Statutes, is in agreement with the annual financial audit report for the fiscal year ended
September 30, 2009. In connection with our audit, we determined that these two reports were in
agreement.

Section 10.554(1)(i)7c, and 10.556(7), Rules of the Auditor General, require that we apply
financial condition assessment procedures. In connection with our audit, we applied financial
condition assessment procedures. It is management’s responsibility to monitor the entity’s
financial condition, and our financial condition assessment was based in part on representations
made by management and the review of financial information provided by the same.

This management letter is intended solely for the information of the City of Edgewood and
management, and the Florida Auditor General, and is not intended to be and should not be vsed
by anyone other than these specified parties.
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Mount Dora, Florida
March 26, 2011
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