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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor, City Commission and City Manager
City of North Bay Village, Florida
North Bay Village, Florida

We have audited the accompanying basic financial statements of the governmental activities,
business-type activities, the General Fund and the aggregate remaining fund information of City of
North Bay Village, Florida (the “City”) as of and for the year ended September 30, 2006, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of City of North Bay Village’'s management. Our
responsibility is to express an opinion 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 basic financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the basic financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall basic financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities, business-type activities, the General
Fund and the aggregate remaining fund information of the City of North Bay Village, Florida as of
and for the year ended September 30, 2006, and the respective changes in financia) position and cash
flows, where applicable, and the respective budgetary comparison for the General Fund, 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 April
24, 2007, on our consideration of the City's internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, 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.

Management’s Discussion and Analysis is not a required part of the basic financial statements,
but is supplementary information required by the Governmental Accounting Standards Board. We
applied certain limited procedures, which consist principally of inquiries of management regarding
the methods of measurement and presentation of the supplementary information. However, we did
not audit the information and express no opinion thereon.



City of North Bay Village, Florida

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of North Bay Village, Florida’s basic financial statements. The
- accompanying schedule of federal awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States. Local
Governments, and Nonprofit Organjzations, and is not a required part of the basic financial
statements. The combining nonmajor fund financial statements and the schedules of Expenditures of
Federal Awards and Other State Funding have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly presented in all material
respects in relation to the basic financial statements taken as a whole.

e W bl L oo s

KEEFE, MCCULLOUGH & CO., LLP

~ Fort Lauderdale, Florida
April 24, 2007
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CITY OF NORTH BAY VILLAGE, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2006

As management of the City of North Bay Village, Florida (the “City”), we offer readers of the City’s
basic financial statements this narrative overview and analysis of the financial activity of the City for the year
ended September 30, 2006 and 2005. This discussion is to be read in conjunction with the City’s financial
statements, which immediately follow the discussion.

FINANCIAL HIGHLIGHTS

The following are the highlights of financial activity for the fiscal year ended September 30, 2006:

. The City’s net assets, which is total assets less liabilities, were $ 6,862,650 Governmental net
assets were $ 5,124,617 and business-type net assets were $ 1,738,033,

. Governmental activities revenues were $ 7,588,942. The expenses of governmental activities
were $ 6,906,393,

* Business-type activities revenue was $ 3,944,012, and net results amounted to a deficit of
$ 226,926,

OVERVIEW OF THE FINANCIAL‘STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements, which consist of the following two statements, are
designed to provide readers with a broad overview of the City’s finances, in a manner similar to a private
sector business.

The statement of net assets presents information on all the City’s assets and liabilities, with the
difference between the two reported as net assets, Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing the City’s net assets changes during the 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 the future fiscal periods.

The government-wide financial statements can be found on pages 8 and 9 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 has two fund types: government and proprietary.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as balances of spendable resources available at the end of the year. Such information may
be useful in evaluating a government’s near-term financing requirements.



CITY OF NORTH BAY VILLAGE, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

September 30, 2006

Fund Financial Statements (continued)

Proprietary funds (beginning on page 15) are comprised of the enterprise funds which are the
equivalent of business-type activities in the government-wide statements. These include the Utility Fund and
the Stormwater Utility Fund. :

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so, the reader
may better understand the long-term impact of the City’s near-term financing decisions, Both the
governmental fund balance sheet and the statement of revenues, expenditures, and changes in fund balances
provide reconciliations to facilitate this comparison between governmental funds and governmental activities.

The governmental fund financial statements can be found on pages 10 through 14 of this report.

Notes to Basic Financial Statements

The notes provide additional information that is essential for a full understanding of the data provided
in the government-wide and fund financial statements. The notes to the basic financial statements can be
found on pages 19 through 34 of the report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City’s combined net assets totaled $ 6,862,650 as of September 30, 2006. Governmental
activities net assets totaled $ 5,124,617, and business-type activities net assets totaled $ 1,738,033, The
following table presents a condensed Statement of Net Assets as compared to the prior year:

Total
Governmental Activities Business-Type Activities Primary Government
2006 20035 2006 2005 2006 2005
CURRENT AND OTHER 7 ' .
ASSETS $ 4,820,542 $§ 4,557,062 % 244,957 $ 1,004,059 $§ 5,665,499 § 5,561,121
CAPITAL ASSETS (NET) 2.164.313 1,634,456 4,170,798 3,480,244 6,335,111 5,114,700
Total assets 6,984,855 6,191,518 5,015,755 4,484,303 12,000,610 10,675,821
LONG-TERM DEBT 1,134,763 1,242,270 1,407,402 1,473,005 2,542,165 2,715,275
OTHER LIABILITIES 725,475 507,181 1,870,320 1,046,339 2,595,795 1,553,520
Total liabilities 1,860,238 1,749,451 3,277,722 2,519,344 5,137,960 4,268,795
NET ASSETS: '
Invested in capital assets,
net of debt 1,630,276 1,022,444 2,629,406 1,729,371 4,259,682 2,751,815
Restricted 1,067,322 1,322,097 - -- 1,067,322 1,322,097
Unrestricted (deficit) 2.427.019 2,097,526 {891,373) 235,588 1,535,646 2,333,114

Total net assets $ _5,124.617 $ 4,442,067 $§ 1,738,033 $ _1,964,959 $ _6.862,650 $ _6,407.026

Unrestricted net assets, that portion of net assets that can be used to finance daily operations without
constraints established by debt covenants, enabling legislation, or other legal requirements, equaled
$ 1,535,645 on September 30, 2006. Tax revenues increased as property values continue to rise in most
sections of the City and new properties are put on tax rolls,



CITY OF NORTH BAY VILLAGE, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

September 30, 2006

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)
Total net assets increased by $ 455,624 in 2006 from $ 6,407,026 to $ 6,862,650. |

Governmental Activities Business-Type Activities Total
2006 2005 2006 2005 2006 2005
REVENUES:
Program Revenues: :

Charges for services $ 1,260,485 § 2,717,949 § 3,223,085 $ 3,303,619 $ 4,483.570 $ 6,021,568
Operating grants and

contributions 551,733 - -- - 551,733 -
Capital grants and

contributions - - 698,250 - 698,250 -
General Revenues:

Property taxes . 3,348,938 2,986,983 - . 3,348,938 2,986,983

Other taxes and fees : 1,411,785 1,216,521 -- - 1,411,785 1,216,521
Intergovernmenta} 650,854 636,188 - - 650,854 636,188
Other general revenues ‘ 365,148 274.887 22,677 9,209 387.825 284.096

Fotal revenues 1,588,943  _7,832.528 3,944,012 3,312,828 11,532 955 11,145,356
PROGRAM EXPENSES:
General government 1,600,206 1,477,844 - -~ 1,600,206 1,477,844
Public safety 3,647,300 3,531,910 - - 3,647,300 3,531,910
Building, planning and _

ZORing 544,664 418,467 - . 544,664 418,467
Public works 947,622 392,054 - - 947,622 392,954
Parks and recreation 128,539 96,911 -- -- 128,539 96,911
Interest 38,062 44,956 - - 38,062 44,956
Utility - -- 4,096,343 3,103,090 4,096,343 3,103,090
Stormwater utility -- -- 74,595 74,087 74,595 74,087

Total expenses 6,906,393 5,963,042 4,170,938 3,177,177 11.077,331 9,140,219
Increase in net assets
before transfers 682,550 1,869,486 (226,926) 135,651 455,624 2,005,137

TRANSEFERS IN (QUT) - {250.000) - 250,000 -- -
Change in net assets  § 682,550 $ _1.619.486 $ _ (226,926) $ 385,651 § 455,624 $ _2,005,137

ANALYSIS OF THE GOVERNMENT FUNDS

The City of North Bay Village uses fund accounting to ensure and demonstrate compliance with finance-
rclated legal requirements.

The fund financial statements for government funds provide information on the near-term inflows,
outflows and balances of spendable resources. In particular, unreserved fund balance may be useful as an
indicator of a government’s net resources available for spending at the end of the fiscal year. The General
Fund’s fund balance at September 30, 2006, was $ 3,371,716, of which $ 1,649,337 is unreserved and
available for use in fiscal 2007.



CITY OF NORTH BAY VILLAGE, FLORIDA
MANAGEMENT'S DISCUSSION AND ANALYSIS
(CONTINUED)

September 30, 2006

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets

The City’s capital assets, less accumulated depreciation, for its governmental and business-type activities
as of September 30, 2006, amounts to $ 2,164,313 and $ 4,170,798, respectively and consists of land,
buildings and improvements, improvements other than buildings, vehicles, and machinery and equipment.
A more detailed table can be found on pages 26 and 27 of the notes to the basic financial statements.

Debt

The City had debt totaling approximately § 2.07 million at September 30, 2006. Total debt outstanding
at the end of the prior fiscal year was approximately $ 2.36 million. The decrease of $ .29 million is mostly
attributable to the retirement of principal. Outstanding debt as of September 30, 2006, consisted of the
following:

Governmental Business-type

Activities Activities Totals
General obligation bonds
(backed by the City) $ 455,000 $ -- $ 455,000
Capital leases 79,037 05,211 174,248
Loans -~ 1,446,181 1,446,181
Total $ 534037 $ 1,541,392 $ 2,075,429

GENERAL FUND BUDGETARY HIGHLIGHTS

, General Fund revenues were $ 832,580 more than budget and expenditures were $ 354,301 greater
than budget. Revenues were greater than budget as a result of intergovernmental revenue exceeding
expectations by approximately $ 626,000 as well as increases in licenses and permits. Expenditures were
above budget primarily as a result of the City’s overexpenditures of public works and building planning and
zoning funds. .

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The City’s main revenues are from a combination of tax receipts from ad-valorem property taxes,
revenue sharing with the state on sales, gasoline and communications services taxes, franchise fees and
building permit fees. The budget for fiscal 2007 is based on our best expectations of revenue totals from these
and other smaller sources and expenses based on prior years’ history and known increases for the 2006 fiscal
year. '



CITY OF NORTH BAY VILLAGE, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
(CONTINUED)

September 30, 2006

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET (continued)

The adopted budget for fiscal year 2007 totals $ 11,424,340, including utility funds, an increase
of 15.1% over the fiscal 2006 budget and 25% over the actual expenses for fiscal 2006.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of City of North Bay Village,
Florida’s finances for all those with an interest. Questions concerning any of the information provided in this
report or requests for additional information should be addressed to the Finance Director; City of North Bay
Village, Florida; 7903 East Drive; North Bay Village, Florida 33141.
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CITY OF NORTH BAY VILLAGE, FLORIDA

STATEMENT OF NET ASSETS
September 30, 2006

Primary Government

Governmental
Activities
ASSETS: :
Cash and cash equivalents and investments $ 2,503,412
Accounts receivable, net of allowances 330,808
- Internal balances 919,000
Deferred charges -
Restricted cash 1,067,322
Capital assets:
Non-depreciable 629,515
Depreciable (net) 1,534,798
Total assets - 6,984 855
LIABILITIES:
Accounts payable and accrued expenses 347,245
Unearned revenue 47,908
Liabilities payable from restricted assets: : _
Deposits --
Due within one year:
Compensated absences payable 186,210
Current portion of debt 144,112
Due in more than one year:
Compensated absences payables 744,838
Long-term debt 389,925
- Total liabilities 1,860,238
NET ASSETS:
Invested in capital assets, net of
related debt 1,630,276
Restricted 1,067,322
Unrestricted (deficit) 2,427,019
Total net assets $ _5,124617

Business-Type

_Activities

$ 260,231
1,255,218

(919,000)

8,440
240,068

4,170,798
5.015,755

1,360,164

240,068

27,220
242,868

108,878

1,298,524
3,277,722

2,629,406

(891.373)
$ _1.738,033

—Total _

$ 2,763,643

1,586,026
8,440
1,307,390

629,515
3,705,596

12.000,610

1,707,409
47,908

240,068

213,430
386,980

853,716
1,688,449

5,137,960

4,259,682
1,067,322
1,535.646

$ _6,862,650

The accompanying notes to basic financial statements are an integral part of these statements.
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CITY OF NORTH BAY VILLAGE, FLORIDA
BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2006

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
ASSETS: ‘ :
Cash and cash equivalents and investments $ 2,503,412 $ - $ 2,503,412
Receivables: ,
Intergovernmental 180,209 -- 180,209
Taxes 32,688 -~ 32,688
Other . 31,196 51,729 82,925
Due from other funds 979,259 24,706 1,003,965
Restricted cash and cash equivalents - 1,067,322 1,067,322
‘Total assets $ 3,726,764 $ 1.143.757 $ 4.870.521
LIABILITIES
Accounts payable and accrued liabilities $ 307,140 § 40,105 § 347,245
Due to other funds - 84,965 84,965
Unearned revenue 47.908 - 47.908
Total liabilities 355,048 125,070 480,118
Fund balances;
Reserved for:
Building fees 1,722,379 - 1,722,379
Transportation -- 345,209 345,209
Park improvements o - 379,879 379,879
Law enforcement - 307,869 307,869
Unreserved (deficit) 1,649,337 (14,270) 1,635,067
Total fund balances : 3,371,716 1,018,687 4,390,403
Total liabilities and fund balances $ 3,726,764 $ 1,143,757 $ 4.870,521

The accompanying notes to basic financial statements are an integral part of these statements.
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CITY OF NORTH BAY VILLAGE, FLORIDA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
September 30, 2006

TOTAL FUND BALANCE OF GOVERNMENTAL FUNDS IN THE
BALANCE SHEET, PAGE 10 $ 4,390,403

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

Intergovernmental receivable is not available to pay for current N
period expenditures and, therefore, is deferred in the funds _ 34,986

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported

in the funds:
The cost of capital assets is $ 4,819,786
Accumulated depreciation is _ (2.655.,473) 2,164,313

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

follows:
Governmental bond and capital leases payable (534,037}
Compensated absences payable (931.,048) (1.,465.,085) -

NET ASSETS OF GOVERNMENTAL ACTIVITIES, PAGE 8 $ _5.124.617

The accompanying notes to basic financial statements are an integral part of these statements.

11



CITY OF NORTH BAY VILLAGE, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

September 30, 2006

REVENUES:
Taxes
Licenses and permits
Franchise fees
Intergovernmental revenue
Charges for services
Fines and forfeitures
Interest income
Miscellaneous revenues

Total revenues

EXPENDITURES:
Current operating:
General government
Public safety
Public works
Building, planning and zoning
Parks and recreation
Capital.outlay
Debt service:
Principal payments
Interest and other fiscal charges

Total expenditures

Excess (deficiency) of revenue over (under)
expenditures

. OTHER FINANCING SOURCES
Issuance of debt

Net change in fund balance
Fund-balance at beginning of year

Fund balance at end of year

: Nonmajor Total
General Governmental Governmental

Fund Funds Funds
$ 3,592,841 $ 348,524 $ 3,941,365
921,405 - 921,405
461,477 - 461,477
1,525,482 -- 1,525,482
63,255 - 63,255
33,431 242,394 275,825
179,991 24,699 204,690
160,458 - 160,458
6,938,340 615,617 7,553,957
1,537,476 -- 1,537,476
3,307,212 38,726 3,345,938
771,324 60,150 831,474
504,822 - 504,822
41,361 55,406 96,767
246,348 664,661 911,009
50,232 95,000 145,232
1,286 36,775 38.061
6,460,061 950,718 7.410,779
478,279 (335.10D) 143,178
67,257 - 67,257
545,536 (335,101) 210,435
2,826,180 1,353,788 4.179.968
$ 3.371.716 $ 1.018,687 $ 4.390,403

The accompanying notes to basic financial statements are an integral part of these statements.



CITY OF NORTH BAY VILLAGE, 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, 2006

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL o
FUNDS, PAGE 12 $ 210,435

Amounts reported for governmentai activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is deprecaated over their estimated useful lives.

Expenditures for capital assets $ 882,876 ¥
Less current year depreciation expense (353,019) 529,857

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues
in the funds 34,986

Debt proceeds provide current financial resources to
governmental funds, but issuing debt increases long-term
liabilities in the statement of net assets. Repayment of debt
principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net
assets, This is the amount by which repayments exceed debt

proceeds.
Principal payments | 145,232
Debt proceeds (67.257) 77,975

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

Change in compensated absences payable (170,703)
CHANGE IN NET ASSETS OF GOVERNMENTAL
ACTIVITIES, PAGE 9 ' $ 682,550

The accompanying notes to basic financial statements are an integral part of these statements

13



CITY OF NORTH BAY VILLAGE, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND
For the Year Ended September 30, 2006

REVENUES:
Taxes
Licenses and permits
Franchise fees
Intergovernmental revenue
Charges for services
Fines and forfeitures
Interest income
Miscellaneous revenues

Total revenues

EXPENDITURES:
Current
General government
Public safety
Public works
Building, planning and zoning
Parks and recreation

Total expenditures

Excess revenue over expenditures

OTHER FINANCING SOURCES
Debt proceeds

Net change in fund balances
FUND BALANCE - BEGINNING
FUND BALANCE - ENDING

$

Budgeted

Amounts .

Original

.and Final

3,870,800
510,760
369,500
899,300
153,900

26,500
10,000
265,000

6,105,760

1,717,080
3,495,885
387,885
420,040
84.870

6,105,760

Actual
Amounts

$ 3,592,841

921,405
461,477
1,525,482
63,255
33,431
179,991
160.458

6,938,340

1,578,202
3,358,373
820,969
661,156

— 41,361

6.460.061
478.279

_67.257

545,536

2,826,180

$ 3371716

Variance

$  (277,959)
410,645
91,977
626,182
(90,645)

6,931

169,991

(104,542)
832,580

138,878
137,512
(433,084)
(241,116)

43,509

(354.301)
478,279

67.257
545,536
2,826,180

$ _3.371.716

The accompanying notes to basic financial statements are an integral part of these statements.
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CITY OF NORTH BAY VILLAGE, FLORIDA

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
September 30,2006

ASSETS:
Current assets:
Cash and cash equivalents and investments
Customer accounts receivable
Other receivables
Restricted cash

Total current assets

Noncurrent assets:
Deferred charges
Capital assets, net

Total noncurrent assets
Total assets

LIABILITIES:
Current liabilities:
Accounts payable and accrued Habilities
Due to other funds
Loans payable
Installment loans payable
Accrued compensated absences

Total current liabilities

Current liabilities payable from restricted assets:
Customer deposits

Long-term liabilities:
Loans payable, net of current portion
Installment loans payable, net of current portion
Accrued compensated absences, net of current
portion
Total long-term liabilities
Total liabilities
NET ASSETS:

Invested in capital assets, net of related debt
Unrestricted net assets (deficit)

Total net assets

Total liabilities and net assets

Business-Type Activities
Enterprise Funds
Major Funds

Utilit
Func;(

$ 259,399
548,010
698,250
240.068

1.745.727

8,440
3,698,846
3,707,286

$ _5.453,013

$ 1,353,679
893,000
190,091

38,714
27,220

~2.504.704
240,068
1,242,027
56,497
108,878
1,407,402
4,152,174

2,171,517
(870,678)

~1,300.839
$ _5.453.013

Stormwater
Utili?
Fun

$ 832
3,958

979

471.952
471.952
5 __a81742

$ 6,485
24,000
14,063

44,548

44,548

457,889
{(20,695)

437,194
$ 481,742

_ Total

$ 260,231
556,968
698,250
240,068

1,755,517
8,440
4,170,798
4,179,238

$ 5.934,755

$ 1,360,164
919,000.
204,154

38,714
27,220

2,549,252
240,068
1,242,027
56,497
_108.878
1.407,402
4,196,722

2,629,406
(891,373)

1,738,033
$ 5.934.755

The accompanying notes to basic financial statements are an integral part of these statements

15



CITY OF NORTH BAY VILLAGE, FLORIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS
For the Year Ended September 30, 2006

Business-Type Activities
Enterprise Funds
Major Funds

Stormwater
Utili?{ Utility
Fun Fund
OPERATING REVENUES:
Sanitation charges $ 1,061,380 % --
Sewer charges 769,983 -
Metered water charges 736,913 -
Service fees and late penalties 544,115 10,192
Stormwater user fees -- 100,502
Total operating revenues 3,112,391 110,694
OPERATING EXPENSES:
Payroll and related expenses 966,472 20,903
Sewerage disposal fees 975,261 -
Materials, supplies, repairs and other 750,679 38,244
Water purchases 395,645 --
Solid waste disposal and recycling services 335,930 -
Provision for uncollected accounts receivable 378,082 3,295
Provision for depreciation and amortization 247,709 10,187
Total operating expenses 4,049,778 72.629
Operating income (loss) (937,387) 38,065
NONOPERATING REVENUES (EXPENSES):
Intergovernmental revenues : 698,250 -
Interest income 22,548 129
Interest expense . (46,565) (1,966)
Total nonoperating revenues (expenses) 674,233 _(1.837)
Change in net assets (263,154) 36,228
NET ASSETS AT BEGINNING OF YEAR 1,563,993 400,966
NET ASSETS AT END OF YEAR $ _1.300839 $ 437,194

Total

$ 1,061,380
769,983
736,913
554,307
100,502

3,223,085
987,375
975,261
788,923
395,645
335,930
381,377
257,896

4.122 407
(899,322)

698,250
22,677

(48.531)
672,396

(226,926)

1,964,959
$ 1,738,033

The accompanying notes to basic financial statements are an integral part of these statements
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CITY OF NORTH BAY VILLAGE, FLORIDA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
September 30, 2006

. Business-Type Activities
Enterprise Funds

Major Funds
Stormwater
Utility Utility
Fund Fund
CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash received from customers, users
and others $ 2,362,811 $ 107,643
-Cash paid to employees for services (966,472) (20,503)
Cash paid to suppliers for good and
services (1,783,595) (35,684)
Internal activities - receipts from other
funds 221,330 {26.023)
Net cash provided by (used in) .
operating activities (165.926) 25,033
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Contributions 698,250 -
Cash received from loan proceeds 57,003 --
Loan principal payments (205,322) (61,162)
Interest paid : (46,565) (1,966)
Purchase of capital assets (940,724) (3.880)
Net cash used in capital and
related financing activities (437,358) (67,008)
CASH FLOWS FROM INVESTING
ACTIVITIES:
Interest received 22,5438 129
Net cash provided by investing
activities 22,548 129
Net increase (decrease) in cash
and cash equivalents (580,736) (41,846)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 1,080,203 42.678
CASH AND CASH EQUIVALENTS -
AT END OF YEAR $ 499,467 $ 832

_Total

$ 2,470,454
(987,375)

(1,819,279)
195,307

(140,893)

698,250

57,003
(266,484)
(48,531)
(944.604)

(504,366}

22.677

22,677
(622,582)

1,122,881

$ __500,299

The accompanying notes to basic financial statements are an integral part of these statements.
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CITY OF NORTH BAY VILLAGE, FLORIDA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
(CONTINUED)

September 30, 2006

Business-Type Activities
Enterprise Funds
Major Funds

Stormwater
Utility Utiligr
Fund _ Fun

RECONCILIATION OF OPERATING

INCOME (LOSS) TO NET CASH PROVIDED
BY (USED IN) OPERATING ACTIVITIES:

Operating income (loss) : $  (937,387) $ 38,065

Adjustments to reconcile operating income

to net cash provided by (used in) operating

activities:

Provision for depreciation and amortization 247,709 10,187

(Increase) decrease in customer accounts _ ~
receivable o 138,668 (3,051

(Increase) decrease in other receivables * (698,250) -
Increase (decrease) in accounts payable and
accrued liabilities 923,740 5,855
Increase (decrease) in due to/from other funds 221,330 (26,023)
Increase (decrease) in customer deposits 38,264 -

Net cash provided by (used in) operating

activities $ __(165926) $ 25,033

Total
$ (899,322)

257,896

35,617
(698,250)

929,595

195,307
38.264

$ _(140.803

The accompanying notes to basic financial statements are an integral part of these statements.
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CITY OF.NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of City of North Bay Village, Florida (the “City”) have been
prepared in accordance with accounting principles generally accepted in the United Stafes of America
(GAAP) applicable to government units. The Governmental Accounting Standards Board (GASB) is
the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The following is a summary of the more significant accounting policies of the City:

Reporting Entity:

The City is located in Miami-Dade County, Florida and was incorporated in 1945 as a
municipality under the laws of Florida Statute 23427. The City operates under the Commission-
Manager form of government, with the legislative function vested in a five member City Commission.
The City provides the following services as authorized by its charter; general government, public
safety, water and sewer, sanitation, public works, planning and zoning, building inspection, code
enforcement, health and social services and cultural and recreation. :

The criteria used for including component units consists of identification of legally separate
organizations for which the elected officials of the City are financially accountable, This criteria also
includes identification of organizations for which the nature and significance of their relationship with
the primary government are such that exclusion would cause the reporting entity's basic financial
statements to be misleading or incomplete. Based upon this review, there were no potential component.
units or related organizations of the City.

~ Basis of presentation:

Government-wide financial statements

The statement of net assets and statement of activities display information about the reporting
government as a whole, The statements distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other
nonexchange revenues. Business-type activities are financed in whole or in part by fees charged to
external parties for good or services.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Infernally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Fund financial statements
The accounts of the City are organized on the basis of funds, each of which is considered and
accounted for as 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, equity, revenues and
expenditures. An emphasis is placed on major funds within the governmental category.
The City reports the following major governmental fund;
The General Fund is the principal operating fund of the City and is used

to account for all financial transactions except those that are required to
be accounted for in another fund.
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The City reports non-major special revenue funds which are used to
account for the proceeds of specific revenue sources.

The City reports the following major proprietary funds:
The Utility Fund accounts for the operation of the City’s utility system.

The Stormwater Utility Fund accounts for providing drainage services
to the residents of the City.

Measurement focus and basis of accounting:

Government-wide financial statements

The government-wide financial statements (i.c., the statement of net assets and the statement
of activities) report information on all the nonfiduciary activities of the government. Fiduciary funds
are excluded from the government-wide financial statements, if applicable. The effect of interfund
activity has been removed from these statements. _

The government-wide statements are prepared using the economic resources measurement focus
and the accrual basis of accounting. This differs from the manner in which governmemntal fund financial
statements are prepared. Therefore, governmental fund financial statements include reconciliations
with a brief explanation to better identify the relationship between the government-wide statements and
the fund financial statements.

Fund financial statements

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, generally only current assets and current liabilities
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.

All governmental fund types use the modified accrual basis of accounting under which revenue
is recognized in the accounting period in which its becomes susceptible to accrual (i.e., when it
becomes both measurable and available). “Measurable” means the amount of the transaction which
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 City considers property taxes as
available if they are collected within sixty days after year end. Other taxes, intergovernmental
revenues, and interest associated with the current fiscal period are all considered to be susceptible to
accrual and are recognized as revenues of the current fiscal period. All other revenue items such as
fines and forfeitures and licenses and permits are considered to be measurable and available only when
cash is received by the City. ‘

Expenditures are generally recognized when the related fund liability is incurred except for
principal and interest on long-term debt which are recognized as expenditures on the due date.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund’s principal ongoing operations. The principal oBerating
revenues for the proprietary funds include the sale of water and wastewater services for the tility
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOQUNTING POLICIES (continued)

Fund and user fees for the Stormwater Utility Fund. Operating expenses for the enterprise funds
include the cost of sales and services, administrative expenses, and depreciation of capital assets. All
revenues and expenses not meeting these definitions are reported as nonoperating revenues and
expenses.

Based on the accounting and reporting standards set forth in Government Accounting Standards

Board (GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Accounting, the City has elected to apply only the

accounting and reporting pronouncements used by the Financial Accounting Standards Board prior to
November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements.
Governments have the option of following subsequent private sector guidance for business activities
and proprietary funds subject to the same limitation, The City has chosen not to follow such guidance.
In addition, when both restricted and unrestricted resources are available for use, the City’s policy is
to use restricted resources first.

Property taxes:

Property taxes are assessed as of January 1 each year and are first billed (fevied) and due the
following November 1.

_ Under Florida law, the assessment of all properties and the collection of all county, municipal,
school board and special district property taxes are consolidated in the Offices of the County Property
Appraiser and County Tax Collector. The laws for the State regulating tax assessment are also
designed to assure a consistent property valuation method statewide. State statues permit municipalities
to levy property taxes at a rate of up to 10 mills ($10 per $ 1,000 of assessed taxable valuation). The
millage rate assessed by the City for the year ended September 30, 2006, was 6.2123 mills.

The tax levy of the City is established by the City Commission prior to October 1 each year,
and the County Property Appraiser incorporates the millage into the total tax levy, which includes
Miami-Dade County, Miami-Dade County School Board and various special taxing districts.

All property is reassessed according to its fair market value as of January 1 each year. Each
assessment roll is submitted to the Executive Director of the State Department of Revenue for review
to determine if the roll meets all of the appropriate requirements of State statutes.

All real and tangible personal property taxes are due and payable on November 1 each year or
as soon as practicable thereafier as the assessment roll is certified by the County Property Appraiser.
Miami-Dade County mails to each property owner on the assessment roll a notice of the taxes due and
Miami-Dade County also collects the taxes for the City. Tax bills are payable upon receipt of such
notice from Miami-Dade County, with discounts at the rate of four percent (4 %) if paid-in November,
decreasing by 1% per month with no discount in the month of March of the following calendar year.
All unpaid taxes on real and tangible personal property become delinquent on April 1 and liens are
placed thereon. Procedures for the collection of delinquent taxes by Miami-Dade County are provided
for in the laws of Florida.

Budget and budgetary accounting:

Annual appropriated budgets are adopted for the General Fund, Transportation Fund, Debt
Service Fund, and Utility Funds.

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

a, The City Manager submits to the City Commission a proposed operating
budget for the ensuing fiscal year. The operating budget includes proposed
revenues and expenditures with an explanation regarding each expenditure
that is not of a routine nature.

b. Public hearings are conducted to obtain taxpayer comments.

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

d. The City Commission, by motion, may make supplemental

appropriations for the year up to the amount of revenues in excess of
those estimated. However, there were no supplemental appropriations
in fiscal year 2006.

e. Formal budgetary integration is employed as a management control
device during the year for the General Fund, Transportation Fund, Debt
Service Fund, and Utility Funds.

f. Budgets for the General Fund, Transportation Fund, Debt Service Fund,
and Utility Funds are adopted on a basis consistent with accounting
principles generally accepted in the United States of America.

g. The City Manager is authorized to transfer part or all of an
unencumbered appropriation balance within departments within a fund;
however, any revisions that alter the total appropriations of any
department or fund must be approved by the City Commission. The
classification detail at which expenditures may not legally exceed
appropriations is at the department level.

h. Unencumbered appropriations lapse at fiscal year end. Unencumbered
amounts are reappropriated in the following year's budget.

i. Budgeted amounts are as originally adopted or as amended.

Cash and cash equivalents:

For purposes of the proprietary funds statement of cash floWs, the City considers all highly
liquid investments (including restricted assets) with a maturity of three months or less when purchased
to be cash and cash equivalents. '

Cash and cash equivalents include cash on hand, demand deposits, investments in money market
funds and investments maintained with the State Board of Administration Investment Pool. Investments
in the State Board Administration Investment Pool (2A-7 Pool) are reported at the fair value of its
position in the pool, which is the same as the value of the pool shares. Income from investments is
recorded when earned.

Accounts receivable:

Accounts receivable consist of amounts due for services, No allowance for doubtful accounts
has been provided for the governmental funds in the accompanying financial statements. An allowance
of $ 90,000 was deemed necessary for the enterprise funds. ‘
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments:

Investments are stated at their fair value.

Capital assets:

- Capital assets, which include land, buildings and improvements, improvements other than
buildings, machinery and equipment and vehicles, are reported in the applicable governmental or
business-type activities column in the government-wide financial statements. The government defines
capital assets as assets with an initial, individual cost of more then $ 1,000 and an estimated useful life
in excess of one year.. Such assets are recorded at historical cost or estimated historical cost if
p}nachasqd or constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation.

. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Capital assets of the government are depreciated using the straight-line method over the following
estimated useful lives:

Buildings and improvements 30 years
Machinery, vehicles and equipment 3-5 years

Compensated absences:

City employees are granted vacation, sick and compensatory leave in varying amounts based
on length of service. Upon separation in good standing, employees receive full rermbursement for
accumulated vacation and compensatory hours as well as reimbursement for sick hours at a rate of one
hour of pay for every two hours accumulated.

The liability for these compensated absences is recorded as long-term debt in the government-
wide statement of net assets. The current portion of this obligation is estimated based on historical
trends. In the fund financial statements, governmental funds report only the compensated absence
liability payable for employees who had terminated their employment as of the end of the fiscal year.

Unearned revenue:

Governmental funds report unearned revenue in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not yet earned.
Unearned revenues at the government-wide level arise only when the City receives resources before
it has a legal claim to them.

Long-term obligations:

In the government-wide financial statements and proprietary fund type in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type staternent of net assets. Bond
discounts are deferred and amortized over the life of the bonds using the straight-line method. Bonds
payable are reported net of the applicable bond discounts. Bond issuance costs are reported as deferred
charges and amortized over the life of the bonds using the straight-line method.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, c%uring the current period. The face amount of debt issued
is reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Entity classifications:

Government-wide statements
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt - consists of capital assets
including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes or
other borrowings that are attributable to the acquisition, construction or
improvements of those assets. :

b. Restricted net assets ~ consists of net assets with constraints placed on the
use either by 1) external groups such as creditors, grantors, contributors,
or laws or regulations of other governments, or 2) law through
constitutional provisions or enabling legislation.

c. Unrestricted net assets - all other net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related
debt.”

Fund statements

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

Estimates:

The presentation 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 financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

- NOTE 2 - DEPOSITS AND INVESTMENTS

Deposits:

As required by Ch%pter 280.03 of the Florida Statutes, all deposits of the City during the ﬂear
ended September 30, 2006 including time deposit accounts and demand deposit accounts, were held
in institutions designated by the Treasurer of the State of Florida as "qualified depositories” and were
accordingly covered by a collateral 1pool pledged to the State Treasurer of Florida bK such institutions.
At year end, the City's deposit balance and carryig[%] amount was $ 722,352, The City's financial
institution balance at year end was $ 721,640. ese deposits are insured by the FDIC up to
$ 200,000. Monies deposited in amounts greater than the insurance coverage are secured by the banks
pledging securities with the State Treasurer in the collateral pool. In accordance with Chapter 280.08
of the Florida Statutes, if any member institution fails, the entire collateral pool becomes available to
satisfy the claims of government entities. If the value of the pools collateral is inadequate to cover a
loss, additional amounts would be assessed on a prorata basis to the members of the pool. This ensures
that there will be no loss of public funds. Accordingly, all deposits are considered insured at
September 30, 2006,
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
! September 30, 2006

NOTE 2 - DEPOSITS AND INVESTMENTS (continued)
Investments:

Florida Statutes authorize City officials to invest pooled funds in United States bonds and
obligations, guaranteed United States agency and other issues, Florida State Investment Pool, Florida
bank certificates of deposit, bankers acceptances and reverse repurchase aFreements. The City's policy
regarding the credit risk of investments is to maintain a diversified portfolio to minimize credit risk.

Currently, the City has investments in a collective pool managed by the State of Florida Board
of Administration (a 2a7-like pool) that are stated at amortized cost which agproximates fair value of
the pool shares. These had a carrying amount and fair value of $ 1,509,332,

The City also has investments in the Financial Investors Trust American Freedom United States
Government Money Market Fund in an amount of $ 1,036,413, as well as $ 802,936 in non-negotiable
certificates of deposit.

Credit risk:

The State Investment Pool is not rated and the United States Government Money Market Fund
has a rating of AAA,,

Interest rate risk:

Florida Statutes state that theinvestment portfolio be structured in such a manner as to provide
sufficient liquidity to 5)23/ obligations as they come due. The State Investment Pool has a weighted
average maturity of 49 days and the United States Government Money Market Fund has a weighted
average maturity of 6.24 days.

Concentration of credit risk:

_ GASB 40 requires disclosure when investments are more than 5% in any one issuer. All
investments held by the City are exempt from this requirement. ,

Custodial credit risk:

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. None of the City’s investments are exposed to custodial
credit risk.

NOTE 3 - RESTRICTED CASH AND CASH EQUIVALENTS

Restricted cash and cash equivalents consist of police forfeitures, accounted for in the Federal
and State Forfeiture Special Revenue Funds and monies received for transportation and 1g)ark
improvements. These funds are restricted for specific uses. Customer deposits held in the Utility Fund
are also restricted.

Transportation $ 319,977
Park improvements 386,493
Police forfeiture funds 360,852
Water and sewer customer deposits 240,068

$ 1,307,390
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 4 - EXCESS OF EXPENDITURES OVER APPROPRIATIONS

For the year ended September 30, 2006, General Fund expenditures exceeded appropriations
in the following departments:

Public works $ 433,084
Building, planning and zoning $ 241,116
City Commission $ 12,440
City Manager $ 48,152
City Clerk $ 44,144

NOTE 5 - INTERFUND TRANSACTIONS

Individual interfund receivable and payable balances at September 30, 2006, are as follows:

Due from Due to
Other Funds Other Funds

General Fund $ 979,259 -
State Forfeiture Fund - 70,695

Federal Forfeiture Fund 24,706 --
Debt Service Fund - 14,270
Utility Fund - 895,000
Stormwater Utility Fund -~ 24.000
' Totals $ _1,003.965 $ _1,003.965

These balances result from the time lag between the dates (1) interfund goods and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting systems
and, (3) payments between funds are actually made.

NOTE 6 - CAPITAL ASSETS

The following is a summary of changes in capital assets for the year ended September 30, 2006;

" Balance - Balance
October 1, September 30,
: 2005 Additions Deletions 2006
Governmental activities:
Capital assets, not
being depreciated:
Land $ 629.515 § - b -- 3 628.515
Total capital
assets not being
depreciated 629,515 -- 629,515

Capital assets, being
depreciated:

Buildings and

improvements 1,432,313 215,211 - 1,647,524
Vehicles 927,561 293,135 -- 1,220,696
Machinery and

equipment 947,521 374,530 1,322 051

Total capital assets,
being depreciated 3,307,395 882,876 - 4,190,271
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 6 - CAPITAL ASSETS (continued)

Less accumulated
depreciation for:

Buildings and

improvements 838,002 87,068 -- 925,070
Vehicles 721,599 108,013 - 829,612
Machinery and .
equipment 742,853 ‘ 157,938 -- 900,791

Total accumulated
depreciation 2,302,454 353.019 -- 2,655,473

Total capital assets,
being depreciated,

net 1,004,941 529 857 -- 1,534,798
Governmental '
activities capital
assets, net $ 1,634,456 §$ 520,857 $ -- $ 2,164,313

“Provision for depreciation was charged to functions of the City as follows:

Governmental activities:

Public safety $ 158,858
Public works 105,906
General government 38,832
Culture and recreation . 31,772
Building, planning and zoning 17,651
Total provision for depreciation -
governmental activities $ 353,019
Balance Balance
October 1, ~ September 30,
2005 Additions Deletions 2006
Business-Type Activities; :
Capital assets, being
depreciated:
Improvements other
than buildings $ 5,449,373 § 869,721 § - 3 6,319,094
Equipment and .
vehicles 1,134 477 74,883 -- 1,209,360
Total capital assets, ' :
being depreciated 6,583,850 944,604 -~ 7.528.454
Less accumulated
depreciation for:
Improvements other
than buildings 2,079,765 177,301 -- 2,257,066
Equiptent and
vehicles 1.023.841 76,749 -~ 1,100,590
Total accumulated
depreciation 3,103,606 254,050 - 3,357,656
Business-type
activities capital
assets, net 3 3,480,244 $ 690,554 % -- $ 4,170,798
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 6 - CAPITAL ASSETS (continued)

Provision for depreciation was charged to functions of the City as follows:

Business-type activities:

Utility Fund $ 243,863
Stormwater Utility Fund 10,187

Total provision for depreciation -
business-type activities $ ___ 254,050

NOTE 7 - LONG-TERM DEBT
Debt - Governmenta! Funds

The following is a summary of changes in debt for the City’s governmental activities for the
year ended September 30, 2006: ‘

Balance Balance Due
QOctober 1, September 30, Within
2005 Additions Deletions 2006 One Year
General obligation bonds $ 550,000 $ -- $ 95,000 § 455,000 $ - 105,000
Capital leases 62,012 67,257 50,232 79,037 39,112
Accrued compensated absences 760,345 344,820 174,117 931.048 186,210

Total governmental activities
debt $ 1372357 § 412,077 $ 319349 $ 1465085 $ 330,322

The City's $ 1,445,000 General 'Obligation Bonds Series 1991 provide for annual maturities
due on May 1, with semi-annual interest payments due on May 1 and November 1. Interest paid on
E%elgonds ranges from 4.5% to 6.5% depending upon maturity dates. These bonds mature n May

The City entered into a lease agreement to purchase seven police vehicles in the amount of

$ 137,683, through a capital lease agreement. The lease re%uires quarterly payments in the amount
of $ 9,093 including interest at 2.67% until April 2007.
September 30, 2006 is $ 26,925.

In addition, the City also entered into a lease agreement to purchase nine vehicles in the amount
of § 124,260 through a capital lease agreement. The lease is allocated between the governmental funds
and the enterprise funds at an amount of $ 67,257 and $ 57,003, respectively. The lease requires
annual J)ayments of $ 27,483, including interest at 5.25% until December 2009. The ba ance
outstanding at September 30, 2006, which is attributable to the governmental funds, is $ 52,112.

Debt service requirements for the above obligations are as follows:

Year ending Principal Interest Total
2007 $ 144,112 % 32,800 $ 176,912
2008 122,603 24,964 147,567
2009 128,296 17125 145,421
2010 139.026 8,920 147.946

$ 334,037 $ 83.809 § _ 617,846
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006
NOTE 7 - LONG-TERM DEBT (continued)
Debt - Enterprise Funds

The following is a summary of changes in debt for the City’s business-type activities for the
year ended September 30, 2006:

Revolving state loans
Loan payable
Capital leases

Balance
October 1,

2008 Additions
$ 1,597,422 $ -

75,225

78.226 57,003

Deletions

Balance Due
September 30 Within
2006 One Year

165,304
61,162
40,018

§ 1,432,118 § 190,091
14,063 14,063
95,211 38,714

Compensated absences 86,870 08.538 49,330 136,098 27,220

Total business-type

activities debt 155,561  § 315,814 ¥ _1,677.490

$ 1837743 &% $ _ 270,088

Revolving loans payable

The City has three separate state revolving loan agreements with the
Department of Environmental Protection. The loans provide for funding
for various sewer improvement projects on a cost reimbursement basis.
The City began making semi-annual principal and interest payments on
the loans one year subsequent to the completion of the project pursuant
to the terms of the individual agreements. The significant terms of the
loans are as follows:

Revolving state loan of $ 282,370 dated March 17, 1995; interest rate of
3.79%. InJune 1997, the City was awarded an additional $ 1,597,000
at an interest rate of 2.7% as an amendment to the original loan. The
City makes principal and interest payments of § 63,378 semi-annually on
March 15 and September 15 until September 15, 2018; collateralized by
water and sewer revenues. $ 769,765
Revolving state loan of $§ 755,000; payments of $ 23,507 due semi-
annually on March 15 and September 135, including interest of 2.9 % until
September 15, 2016, collateralized by water and sewer revenues. The
project was completed in September 1996. 403,783
Revolving state loan of $ 380,000 dated September 30, 1993; interest
rate of at 2.7%. In October 1994, the City was awarded an additional
$ 188,000 at an interest rate of 3.24 % as an amendment to the original
loan. The amended loan calls for payments of $ 18,211 due semi-
annually on January 1 and July 1, including interest until July 1, 2014;
collateralized by water and sewer revenue. This project was completed

in January 1994, 258,570
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 7 - LONG-TERM DEBT (continued)
Loan payable

In February 1996, the City obtained a loan for $ 500,000 to finance
stormwater system drainage improvements. The loan calls for monthly
payments of g 5,345, including interest at 5.17 % until October 15, 2006,
collateralized by stormwater utility fees. ‘ 14,063

Capital leases

In April 2003, the City entered into a lease agreement for a Mack truck
in the amount of $ 137,469, with an annual interest rate of 3.1%. The
Jease qualifies as a capital lease for accounting purposes and has,
therefore, been recorded as the value of the future minimum lease
payments. The lease term is from April 2003 to April 2008, with lease
payments made quarterly in the amounts of $ 7,446. - 50,546 -

In addition, the City also entered into a lease agreement to purchase nine
vehicles in the amount of $ 124,260 through a capital lease agreement.
The lease is allocated between governmental funds and the enterprise
funds at an amount of $ 67,257 and § 57,003, respectively. These leases
require annual payments of § 27,483, including interest at 5.25% until
December 2009,

44,665

$ 1,541,392

Annual debt service for all proprietary fund long-term debt requirements is as follows:

Year ending Principal Interest Total
2007 $ 242,868 $ 42,586 § 285,454
2008 225,015 36,687 261,702
2009 205,628 30,309 235,937
2010 208,333 24,183 232,516
2011 198,444 17,986 216,430
2012 through 2016 388,497 26,687 415,184
2017 through 2021 72,607 13,828 86.435
Total $ 1.541.392 $ _ 192266 $ 1.733.658
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 8 - ACCOUNTS PAYABLE

Accounts payable at September'?,(), 2006 were as follows:

Total
Accrued ACC?)SDIS
Vendors Subcontractor Expenses Payable
Governmental activities: |
General Fund $ 117,036 $ - $ 190,104 $ 307,140
Special Revenue Funds 39,194 - 011 40,105
Total governmental
activities $ 156,230 $ — $ 191015 $ _ 347245
Business-type activities:
Utility Fund $ 479,232 $ 735000 $ 139447 $ 1,353,679
Stormwater Utility Fund 6,485 - - 6.485
Total business-type
activities $ _485.717 § __735.000 $ _ 139447 $ 1,360,164

NOTE 9 - DEFINED CONTRIBUTION PLANS

Department Heads:

The City previously adopted a defined contribution plan in accordance with Internal Revenue
Code Section 401(a). The Plan provides a retirement program for each of the department heads.
Covered employees are eligible upon employment with the City. The 401(a) Plan provides for required
employer and employee contributions of 8.5 %to 10% and 5.5% respectively of employee earnings for
the Plan year, respectively. Employer contributions vest ratably over five years based on the hire date.
In addition, the Plan allows for loans of up to 50% of the participant's vested balance. Plan
amendments must be approved by the City Commission. The City contributed $ 77,894 for the year
ended September 30, 2006. The Plan is held in trust for the exclusive benefit of the participants and
their beneficiaries. Consequently, the City has no fiduciary responsibility; therefore, the net assets of
the Plan are not included in the City's basic financial statements.

General Employees:

The City previously adopted a defined contribution plan in accordance with Internal Revenue
Code Section 401(a). In a prior year, the City terminated City of North Bay Village's Employee
Retirement System (Note 10) and the balances for all active employees were roiled over into this new
Plan. The Plan provides a retirement program for all general employees. Covered employees are
eligible upon employment with the City. The 401(a) Plan provides for required employer and
employee contributions of 8.5% and 5.5% of employee earnings for the Plan year, respectively.

Employer contributions vest ratably after three years of service through year seven based on
the hire date. In addition, the Plan allows for loans of up to 50% of the participant's vested balance.
Plan amendments must be approved by the City Commission. The City contributed $ 69,356 for the
year ended September 30, 2006. The Plan is held in a trust for the exclusive benefit of the participants
and their beneficiaries. Consequently, the City has no fiduciary responsibility; therefore, the net assets
of the Plan are not included in the City's basic financial statements.

31



CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006 :

NOTE 9 - DEFINED CONTRIBUTION PLANS (continued)
Florida Retirement System Plan:

The City previously made an irrevocable election to participate in a state-administered
retirement system. Employees of the City who are employed in a full-time or part-time regularly
established position participate in the statewide Florida Retirement System (FRS), a multiple-employer,
cost-sharing defined benefit plan. All rates, benefits and amendments are established by the State of
Florida through its legislative body.

The FRS has various classes of memberships. City employees fall under “Régular Class” the
class which covered all City employees who do not qualify for membership in the special risk, senior
management service, or elected officers’ classes.

FRS members with six years of service are entitled to a retirement benefit. Such benefit,
payable monthly for life, is based on the percentage shown below, times the number of years of
credited service, times the average of the member’s five highest years of earnings.

Special Risk Class ~ Retirement up to age
35 or 25 years of service:
Service from 12/1/70 through 9/30/74 2.00%
Service on an after 10/1/74 3.00%

Senior Management Service Class - Retirement
up to age 62 or 30 years of service:
Service on and after 2/1/87 2.00%

Regular Class
Retirement up to age 62 or 30 years of service 1.60%

Retirement at age 63 or 31 years of service 1.63%
Retirement at age 64 or 32 years of service 1.65%
Retirement at age 65 or 33 years of service 1.68%

Elected Officers' Class ~
Retirement up to age 62 or 30 years of service  3.00%

Normal retirement age in the regular, senior management service, and elected officers' classes

118 62, In the special risk service class, normal retirement age is 55. If a member is vested but has not

reached normal retirement age, early retirement can be taken. The amount of the benefit will be
reduced 5% for each year the retirement date precedes normal retirement age.

In addition, eligible FRS members can elect to participate in the Deferred Retirement Option
Program (DROP). The DROP allows an employee to retire and defer their monthly retirement benefit
to an interest-bearing account, for up to a maximum of 60 months, and to continue employment with
the City. When the DROP period ends, the employee must terminate employment. At that time, the
employee will receive payment of the accumulated DROP benefits, and direct receipt, thereafter, of
the FRS monthly retirement benefit. .

Contributions to the FRS are made by the City as a percentage of covered payroll. The required
contribution rate in effect at year end was 18.53%. No employee contributions are required.
Additionally, the City is required to contribute 12.50% for all DROP participants. At September 30,
2006, the City had 24 employees participating in the FRS. No employees were participating in the
DROP.
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006

NOTE 9 - DEFINED CONTRIBUTION PLANS (continued)

The contribution requirements of covered payroll and actual contributions made for the last
three years were as follows:

FY 2006 FY 2005 FY 2004
Contribution requirement $ 321,149 $ 313,627 $ 44,455
Contributions made (100%) $ 321,149 § 313,627 $ 44,455
Total covered payroll $ 1,684,686 $ 1,692,535 | $ 644,275
Percent of contributions to
total covered payroll ' 19.06% 18.53% 6.9%

The FRS issues an annual report including statements of financial condition, historical and
statistical information and an actuarial report. A copy can be obtained from the State of Florida,
Division of Retirement, Research, Education and Policy Section, 2639-C North Monroe Street,
Tallahassee, Florida 32399-1560.

NOTE 10 - COMMITMENTS AND CONTINGENCIES
- Litigation:
The City has several claims arising in the ordinary course of operations which are pending

against the City. However, in the opinion of management and legal counsel, the ultimate outcome of
such actions will not have a material adverse effect on the financial condition of the City,

Risk Management:

The City is exposed to various risks of loss related to torts, theft of, damage to and destruction
of assets, errors and omissions and natural disasters for which the City carries commercial insurance.
The amount of settlements for each of the past three fiscal years did not exceed insurance coverage.
There were no reductions in insurance coverage from the coverages in the prior year.

Plan Termination:

On September 15, 1998, the City adopted Resolution No. 98-17 providing for a final and total
distribution of the defined benefit retirement system assets and termination of the Plan. The City
terminated the Plan and rolled over all active employee balances into a new 401(a) defined contribution
plan for general employees (Note 9). All except seven of the Plan's participants chose to receive lump
sum distributions for their retirement benefits. The seven participants opted to continue to receive their
monthly benefit payments. During 1999, the City purchased annuity contracts from an insurance
company for the those participants. The City remains contingently liable to the seven participants in
the case of default by the insurance company.

Post Retirement Benefits:
The City does not provide post-retirement benefits to retired employees.

Operating Lease:

The City is obligated on an operating lease for the rental of an office facility which is payable
monthly at $ 7,552 through February 2009. Total expense in connection with this lease amounted to
approximately $ 25,000 for the year ended September 30, 2006.
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2006
NOTE 10 - COMMITMENTS AND CONTINGENCIES (continued)

The following is a schedule of approximate future minimum lease payments:

Year ending
September 30

2007 $ 50,600

2008 $ 90,600

2009 $ 37,800
Thereafter $ --
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CITY OF NORTH BAY VILLAGE
GENERAL FUND

, FLORIDA

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

Revenues:

Taxes:

Property taxes, including
penalties and interest
Utility services taxes

Licenses and permits:
City occupational licenses
Building permits

Franchise fees:
Electric franchise fee
Gas franchise fee
US postal service
Solid waste franchise fee
Samnitation franchise fee

Intergovernmental;

Local %2 cent sales tax
Communication service tax
State revenue sharing
Alcohol beverage license
Causeway maintenance
Local option gas tax
Crime watch

Federal grants

Charges for services:

Park impact fees

Record research and review
Passport fees

State law enforcement program
Special duty officer

Special duty service fee
Building inspectors education
Plans review

Advertising/bus stop

Other charges for services

Fines and forfeitures

Interest income

Budget
Amounts
Original

_and Final

$ 3,447,000
423,800
3,870,800

107,000
403,760
310,760

320,000
25,000
18,500

6,000

369,500
365,000
240,000
170,000
6,000
3,300
100,000
3,000

10,000
899.300

100,000
- 6,000
4,000
9,000
900
7,500
25,000
1,500
153.900
26,500

10,000
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For the Year Ended Septembe: 30, 2006

Actual

$ 3,224,320
368,521
3.592.841

85,525
835,880
921,405

412,621
27,551
20,040

279
986
461.477

440,731

241,282

198,785
6,045
3,293

116,599

216,747

—1.525.482

26,703
13,792
5,130
7,317
5,922
656
1,448
2,160
127

63,255
33.431

179,991

Variance

$ (2%%,380)
(55.279)
(277.959)

(21,475)
432,120

410,645

92,621
2,551
1,540

(5.721)

086

91,977

75,731
1,282
28,785
45

(7
16,599
(3,000)

506,747

626,182

(73,297)
7,792
1,130
7.317

(3,078)

(244)

(6,052)

(25,000)
660
127

(90.645)

6.931

169,991



CITY OF NORTH BAY VILLAGE, FLORIDA

GENERAL FUND

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

(continued)

For the Year Ended September 30, 2006

Budget
Amounts
Original
and Final
Miscellaneous revenues: _ '
Reimbursement - management $ 145,000
Other miscellaneous revenue 20,000
Appropriation of fund balance 100,000
, : 265,000
Total revenues 6.105.760
Expenditures:
General government:
City Commission:
Personal services 13,640
Operating expenditure 32,060
45,700
City Manager;
Personal services 208,195
Operating expenditure 10,325
Capital outlay -
218,520
City Clerk:
Personal services 86,805
Operating expenditure 51,140
Capital outlay 3,000
140,945
Finance:
Personal services 144,000
Operating expenditure 67,740
Capital outlay 5,000
216.740
City Atforney: :
Operating expenditure 163,600
163,600
Nondepartmental:
Personal services _ 113,880
Operating expenditure 792,695
Capital outlay 25,000
931,575
Total general government 1,717,080
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Actual

$ 95,000
65,458

160,458
6.938.340

13,688
44.452
38.140

251,832
7,505

7,335

266,672

130,043
52,081
2.965
185,089

109,931
60,382
6,131
176,444

—y
NN

|

[e—y
™~
r\
]
|
6o

44,158
676,826
24,295
745.279

1,578,202

$

Variance

(50,000}
45,458
(100,000}

(104.542)
832.580

48
(12,:§92§
(12.440)

- (43,637)
2,820
(7,335)
(48,152)

(43,238)
(941)

35
(44.144)

34,069
7,358

(1,131)
40,296

17,022
17,022

69,722
115,869

: 705
186,296

138,878



CITY OF NORTH BAY VILLAGE, FLORIDA
GENERAL FUND

EXPENDITURES - BUDGET AND ACTUAL

(continued)

For the Year Ended September 30, 2006

SCHEDULE OF REVENUES AND

Public safety:
Personal services
Operating expenditure
Capital outlay
Debt service

Total public safety

Public works:
Personal services
Operating expenditure
Capital outlay
Debt service

Total public works

Building, planning and zoning
Personal services
Operating expenditure
Capital outlay
Debt service

Total building, planning and
zoning

Parks and recreation:
Personal services
Operating expenditure
Capital outlay
Total parks and recreation

Total expenditures

Excess revenue over expenditures

Other financing sources:
Debt proceeds

Net change in fund balance

$

39

Budget
Amounts
Original
and Final Actnal
3,218,125 2,972,999
222,775 334,213
18,610 14,788
36,375 36,373
3,495,885 3,358,373
138,195 241,022
232,690 530,302
- 40,354
17.000 9,201
__387.885 820,969
353,590 335,384
52,730 169,438
5,820 150,480
7.900 5,854
420,040 661,156
9,070 3,153
73,800 38,208
2.000 -
—34.870 41361
6,105,760 6,460,061
- = 478,279
- 67.257
— $ 545,536

Variance

245,126
(111,438)
3,822

: 0

137,512

(102,827)
(297.612)
(40,354)

7,709

(433.084)

18,206
(116,708)
(144,660)

2,046

(241.116)

3,917
35,592

2,000

— 43,509

(354,301)
478.279

67.257
$ 545,536



OTHER REPORTS
OF INDEPENDENT AUDITORS



KEEFE, MCCULLOUGH & CO., LLP
CERTIFIED PUBLIC ACCOUNTANTS

6550 NORTH FEDERAL HIGHWAY
JOHN R. KEEFE, CP.A. JOSEPH Y. LEQ, C.PA.

IOHN E. McCULLOUGH, C.PA. (RETIRED)  WILLIAM G. BENSON, C.P.A. SUITE 410

THOMAS T. CARPENTER, C.PA. BRIAN D. PINNELL, C.P.A, (RETIRED: FORT LAUDERDALE, FLORIDA 33308
FAUL B, SNEIDER, C.PA. (RETIRED) KENNETH G. SMITH, C.PA. 954) 771-0896

STEVEN H. WOODS, C.PA. LOUJS R. PROIETTO, C.PA. (954) -

DAVID T. WILLIAMS, C FA. CYNTHIA L. CALVERT, C.P.A. FAX: (954) 938-9353

CHARLES K. RUMPE, C.PA, ROSS 5. GOTTHOFFER, C.P.A. E-MAIL: kmc@kmecpa.com

ISRABL ). GOMEZ. C.PA. HILLARY B. DAIGLE, C.P.A.
JAMES R. LARAWAY, C.PA.

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor, City Commission and City Manager
City of North Bay Village, Florida

We have audited the basic financial statements of City of North Bay Village, Florida, as of and for the
year ended September 30, 2006, and have issued our report thereon dated April 24, 2007. We conducted
our audit in accordance with anditing standards generally accepted in the United States of America and

the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered City of North Bay Village, Florida’s internal
control over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the basic financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error
or fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its operation
that we consider to be material weaknesses. :

Compliance and Other Matters

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

We noted certain matters that represent opportunities to strengthen the City’s internal controls and

operating efficiencies which we have been reported to the City management in a separate letter dated April
24, 2007.
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City of North Bay Village, Florida

This report is intended solely for the information and use of City management, members of the City
Commission, and the Auditor General of the State of Florida, and is not intended to be and should not be
used by anyone other than these specified parties. However, this report is a matter of public record and

its distribution is not limited.
Yok, Vo bl 7 o) o
KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
April 24, 2007
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
AND INTERNAL CONTROL OVER COMPLIANCE
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM

Honorable Mayor, City Commission and City Manager
City of North Bay Village, Florida

Compliance

We have audited the compliance of City of North Bay Village, Florida with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement, that are applicable to its major federal program for the year ended September 30, 2006. City
of North Bay Village, Florida's major federal programs are identified in the summary of auditors' resulfs
section of the accompanying Schedule of Findings and Questioned Costs on page 49, Compliance with
the requirements of laws, regulations, contracts and grants applicable to its major federal program is the
responsibility of City of North Bay Village, Florida's management. Our responsibility is to express an
opinion on City of North Bay Village, Florida's compliance based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; OMB Circular A-133, Audits of States. Local
Governments. and Non-Profit Organizations. Those standards and OMB Circular A-133, require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about City of North Bay
Village, Florida's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinton. Our audit does not provide a legal determination on City of North Bay Village, Florida's
compliance with those requirements.

In our opinion, City of North Bay Village, Florida complied, in all material respects, with the
requirements referred to above that are applicable to its major federal program for the year ended
September 30, 2006. _
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City of North Bay Village, Florida

Internal Control over Compliance

The management of City of North Bay Village, Florida is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered City of North Bay
Village, Florida's internal control over compliance with requirements that could have a diréct and material _
~effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A -133.

Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
* that would be material in relation to a major federal program being audited may occur and not be detected
within a timely period by management in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operation that we consider to be
material weaknesses.

This report is intended for the information of the City management, members of the City Commission,
federal awarding agencies, other grantor and pass-through entities. However, this report is a matter of

public record and its distribution is not limited.
e, Wowbito ) lo) c1p

KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
April 24, 2007
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INDEPENDENT AUDITORS' REPORT TO CITY MANAGEMENT

To the Honorable Mayor, City Commission and City Manager
City of North Bay Village, Florida

We have audited the basic financial statements of City of North Bay Village, Florida as of and
for the year ended September 30, 2006, and have issued our report thereon dated April 24, 2007,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audifs contained in the Government
Auditing Standards issued by the Comptroller General of the United States and OMB Circular A-133 ,
Audits of States, Local Governments, and Non-Profit Organizations. We have issued our
Independent Auditors’ Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing_Standards, Independent Auditors’ Report on Compliance and Internal Contro] Over
Compliance Applicable to Each Major Federal Program and Schedule of Findings and Questioned
Costs. Disclosures in those reports, which are dated April 24, 2007, should be considered in
conjunction with this management letter. :

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules
of the Auditor General, which govern the conduct of local governmental entity audits performed in
the State of Florida and require that certain items be addressed in this letter.

The Rules of the Auditor General (Section 10.554(1)(h)1.) require that we address in the
management letter, if not already addressed in the auditors' reports on internal controls and
compliance or schedule of findings and questioned costs, whether or not recommendations made in
the preceding annual financial audit report have been followed. There were recommendations made
in the preceding annual financial audit report and their status has been reported in a separate letter
dated April 24, 2007. - :

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

The Rules of the Auditor General (Section 10.554(1)(h)3.) require that we address in the
management letter any findings and responses to improve financial management, accounting
procedures and internal controls. We noted certain matters that represent opportunities to strengthen

the City’s internal controls and operating efficiencies, which we have reported in a separate letter
dated April 24, 2007,
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City of North Bay Village, Florida

The Rules of Auditor General (Section 10.554(1)(h)4.) require disclosure in the management letter
of the following matters if not already addressed in the auditors' reports on compliance and internal
controls or schedule of findings and responses and are not clearly inconsequential: (1) violations of
laws, rules, regulations, and contractual provisions that have occurred; (2) improper or illegal
expenditures; (3) improper or inadequate accounting procedures (e.g., the omission of required
disclosures from the basic financial statements); (4) failure to properly record financial transactions;
and (5) other inaccuracies, shortages, defalcations, and instances of fraud discovered by, or that come
to the attention of, the auditor. Our audit disclosed no matters requiring disclosure in the
management letter or the basic financial statements. ,

The Rules of the Auditor General (Section 10.554(1)(h)5.) also require that the name or official
title and legal authority for the primary government and each component unit of the reporting entity
be disclosed in the management letter, unless disclosed in the notes to the basic financial statements.
City of North Bay Village, Florida was established in 1963 under the provision of Chapter 59-1487,
as amended, of the laws of the State of Florida. The City does not have any component units.

As required by the Rules of the Auditor General (Section 10.554(1)(h)(6.a.), a statement must be
included as to whether or not the local goverament entity has met one or more of the conditions
described in Section 218.503(1), Florida Statutes. In connection with our audit, we determined that
City of North Bay Village did not meet the conditions described in Section 218.503(1), Florida
Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.b.), we determined that
the annual financial report for City of North Bay Village, Florida for the fiscal year ended September
30, 2006, filed with the Florida Department of Financial Services pursuant to Section 218.32(1)(a),
Florida Statutes, is in agreement with the annual financial audit report for the fiscal year ended
September 30, 2006.

As required by the Rules of the Auditor General (Section 10.554(h)6.c. and 10.556(7), we applied
financial condition assessment procedures. It is management's responsibility to monitor the entity's
- financial condition, and our financial condition assessment was based in part on representations made
by management and the review of financial information provided by same.

This management letter is intended solely for the information and use of City management,
members of the City Commission, federal awarding agencies, the Office of the Auditor General of

the State of Florida, and other grantor and pass-through entities, and is not intended to be an should
not be used by anyone other than these specified parties.

| M, %, W -Ildéz.éf“

KEEFE, McCULLOUGH & CO.,LLP

Fort Lauderdale, Florida
April 24, 2007
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- CITY OF NORTH BAY VILLAGE, FLORIDA
SCHEDULE OF EXPENDITURES OF OTHER STATE FUNDING
For the Year Ended September 30, 2006

Transfers to
Grantor Number Expenditures Subrecipients

OTHER STATE FUNDING:
United -States Departiment of Homeland Security -
Passed through the State of Florida
Depariment of Community Affairs
Disaster Grants - Public Assistance 06WL&K-11-23-02-754 § 58307 % --
06-KF-B&-11-23-02-538

. 4,852

Total Expenditures of : )
Other State Funding $ 63,159 % o

See notes to Schedule of Federal Awards and Other State Funding
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CITY OF NORTH BAY VILLAGE, FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND
OTHER STATE FUNDING
For the Year Ended September 30, 2006

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the City of North Bay Village and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation
of, the basic financial statements.

The schedule of other state funding is presented for purposes of additional analysis and is not
a requirement of OMB Circular A-133, Audits of States, Local Governments and Non-Profit

Organizations.

NOTE B - ESTIMATES

Grant and contract revenue is recognized as soon as all eligibility requirements imposed by the
provider have been met. The preparation of these schedules require management to make estimates
and assumptions that affect the reported amounts of assets at the date of the basic financial statements
and the reported amounts of revenues during the reporting period. Actual results could differ from
those estimates. :

Grant related expenditures made by the City of North Bay Village are subject to additional

audit by grantor agencies. As a result of such audits, the grantor may require that amounts be
returned and/or pending reimbursements deemed unallowable.
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CITY OF NORTH BAY VILLAGE, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL PROGRAMS
For the Year Ended September 30, 2006

A. SUMMARY OF AUDITORS' RESULTS

1. The auditors' report expresses an unqualified opinion on the basic financial statements.

2. No reportable conditions relating to the audit of the basic financial statements are
reported in the Independent Auditors' Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards.

3. No instances of noncompliance material to the basic financial statements of City of
North Bay Village, Florida, were disclosed during the audit.

4, No reportable conditions relatmg to the audit of the ma]or fedcral program is reported
in the Independent Auditors’ Report on Compliance and Internal Control over
Compliance Applicable to each Major Federal Program

5. The auditors’ report on compliance for the major federal program for City of North
Bay Village, Florida expresses an unqualified opinion.
6. No andit findings relative to the major federal program for City of North Bay Village,
Florida are reported in Part C of this schedule.
7. The program tested as a major program is as follows:
Federal Program | Federal CFDA No.

United States Department of Homeland Security,
Public Assistance Grants , 97.036

8. The threshold for distinguishing Types A and B programs was $ 300,000 for the major
federal programs.

9. City of North Bay Village, Florida was not determined to be a low-risk audltee
pursuant to OMB Circular A-133.

B. FINDINGS - FINANCIAL STATEMENT AUDIT
NONE

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAM AUDIT
NONE
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CITY OF NORTH BAY VILLAGE, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FEDERAL PROGRAMS
For the Year Ended September 30, 2006

D. OTHER ISSUES

1.

A separate management letter is presented; however, there are not items related to federal
awards in the management letter.

No summary schedule of prior audit findings is required because there were no prior audit
findings related to federal programs.

No corrective action plan is required because there were no findings required to be reported
under the Federal Single Audit Act.
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