











NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 9 - RETIREMENT TRUST FUNDS (cont...)

Notwithstanding the above, the unfunded frozen actuarial accrued liability is not reduced below zero.
It remains zero until the entry age-normal accrued liability exceeds the actuarial value of assets.

Contributions shown below were made in accordance with actuarially determined contribution
requirements from the October 1, 2008, valuation. These contributions were for normal cost and
to amortize any unfunded actuarial accrued liability, then adjusted for the frequency of payments
and an assumed increase in covered payroll. Contributions expressed in dollars and as a
percent of total payroll of active participants were as follows:

General Police Fire
Employees Officers Fighters
Contribution rates
City 8.39% 0.00% 7.01%
Plan members 0.00% 0.00% 0.00%
Annual pension cost $146,734 $0 $5,517
Contributions made $146,734 $0 $8,647

Effective January 1, 2008, the City's law enforcement activities were transferred to the Polk
County Sheriff and all of the police officers were either hired by the Sheriff or were terminated.
Those hired by the Sheriff have all agreed to participate in the Sheriff's retirement plan. The
actuary has determined that the assets in the existing police officers’ pension plan are sufficient
to fund the existing liability for vested benefits and contributions for fiscal year ended September
30, 2009 were not required.
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 9 - RETIREMENT TRUST FUNDS (cont...)

Actuarial Methods and Assumptions - The following is information for the actuarial valuations
for each respective plan:

General Police Fire

Employees Officers Fighters
Actuarial valuation date October 1, 2008 October 1, 2008 October 1, 2008
Actuarial cost method Frozen entry age Aggregate method Frozen entry age
Amortization method Level dollar, closed N/A Level dollar, closed
Remaining amortization period 20 years N/A 20 years
Asset valuation method 5 year smoothed market 5 year smoothed market 5 year smoothed market
Investment rate of return 8.0% 8.0% 8.0%
Project salary increases 6.5% 7.0% 7.0%
Inflation rate 3.5% 3.5% 3.5%

Three Year Trend Information - Annual pension cost and contribution amounts for the current
and two preceding years is shown below. The net pension asset of $3,708 was not recorded in
the entity-wide financial statements due to its insignificance.

Net
Year Percentage Pension
Ended Annual Pension Cost (APC) of APC Obligation
September 30 Employer State Total Contributed (Asset)
General Employees' Plan
2009 $ 146,734 - 146,734 100% -
2008 $ 141,824 - 141,824 100% -
2007 $ 137,231 - 137,231 100% -
Police Officers' Plan
2009 $ - $ - $ - 100% -
2008 $ - $ - $ - 100% -
2007 $ 69,937 % - $ 69,937 100% -
Firefighters' Plan
2009 $ 5517 $ - $ 5,517 157% (3,708)
2008 $ 5327 $ - $ 5,327 111% (578)
2007 $ 9,808 $ -8 9,808 100% -
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 9 - RETIREMENT TRUST FUNDS (cont...)

Funded Status and Funding Progress - The following is the funded status information for each
plan as of the most recent actuarial valuation date:

Actuarial UAAL as
Actuarial Accrued Unfunded a Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Portion Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
General Employees' Plan
10/01/2008 $ 3,614,000 $ 3,867,000 $ 253,000 93.46% $ 1,635,000 15.47%
Police Officers' Plan
10/01/2008 $ 1,627,000 $ 1,369,000 $ (258,000) 118.85% $ - NA
Firefighters' Plan
10/01/2008 $ 395,000 $ 351,000 $ (44,000) 112.54% $ 90,000 -48.89%

The schedule of funding progress, presented as required supplementary information following the
notes to the financial statements, presents multiyear trend information about whether the actuarial
value of the plan assets is increasing or decreasing over time relative to the actuarial accrued
liability for benefits. The police officers' plan utilized the aggregate actuarial cost method for years
after the October 1, 2005 valuation, which method does not identify or separately amortize
unfunded actuarial liabilities. The schedule of funding progress for this plan is prepared using the
entry age method.
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 10 - EMPLOYEE FLEX BENEFIT PLAN

The City sponsors an unfunded, contributory welfare program which covers all employees meeting
a minimum eligibility criteria. The program is intended to qualify for favored tax treatment under
Internal Revenue Code Section 125 as a Cafeteria Plan. The plan must comply with various
aspects of the Employee Retirement Income Security Act (ERISA) of 1974, as amended, and
comply with certain income tax regulations thereunder.

Under the terms of the plan, the City provides each eligible employee with a flexible spending
account which may be utilized to purchase certain health insurance and other welfare benefits.
Employees may further authorize the voluntary reduction of their taxable payroll to increase the
amount of benefits to be purchased on their behalf. Employees so electing may receive their
benefits in cash, subjecting such benefits to various employment and income taxes.

NOTE 11 - SEGMENT INFORMATION

The following information is included for the Mobile Home Park Fund, a nonmajor enterprise fund,
with outstanding bonds secured by a pledge of net revenues:

Mobile Home

Park
CONDENSED STATEMENT OF NET ASSETS
ASSETS
Current assets $ 13,075
Restricted assets 17,723
Capital assets, net 358,343
Other assets 4,609
TOTAL ASSETS 393,750
LIABILITIES
Current liabilities 53,415
Liabilities payable from restricted assets 5,223
Noncurrent liabilities 195,000
TOTAL LIABILITIES 253,638
NET ASSETS
Invested in capital assets, net of related debt 137,952
Unrestricted 2,160
TOTAL NET ASSETS $ 140,112
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 11 - SEGMENT INFORMATION (cont...)

Mobile Home

Park

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
OPERATING REVENUES $ 343,253
OPERATING EXPENSES:

Depreciation 16,225

Other 155,388

Total operating expenses 171,613
OPERATING INCOME 171,640
NONOPERATING REVENUE (EXPENSE) (13,675)
TRANSFERS IN (OUT) (140,600)
Change in net assets 17,365
TOTAL NET ASSETS - beginning of year 122,747
TOTAL NET ASSETS - end of year $ 140,112
CONDENSED STATEMENT OF CASH FLOWS

CASH FLOWS FROM:

Operating activities $ 192,795

Noncapital financing activities (140,600)

Capital and related financing activities (45,226)

Investing activities 636
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 7,605
CASH AND CASH EQUIVALENTS, beginning of year 23,193
CASH AND CASH EQUIVALENTS, end of year $ 30,798

—_— ) =
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 12 - 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 is a member of Public Risk
Management of Florida (PRM), a local government risk management pool. The PRM program is
structured under a self-insured insurance program, whereby PRM pays claims up to a specified
amount annually for property and general liability, public officials' liability, automobile liability and
workers' compensation. PRM purchases excess insurance or stop loss insurance from commercial
carriers to cover losses above the self-insured retention amounts. PRM assesses each member its
pro rata share of the estimated amount required to meet current year losses and operating expenses.
PRM cannot make additional assessments against members.

Insurance coverage has not changed significantly during the current or prior year.

NOTE 13 - COMMITMENT AND CONTINGENCIES

Grants - During the 2009 fiscal year, the City received and recorded revenues related to various
grants. These grants are for specific purposes and are subject to review and audit by the grantor
agencies. Such audits could result in requests for reimbursement for expenditures disallowed
under the terms of the grants. Based upon prior experience, City management believes such
disallowances, if any, will be immaterial.

Legal Proceedings - The City is involved in legal actions which, in the opinion of management,
will not have a material effect on the financial statements of the City.

Leases - The City is obligated under certain leases accounted for as operating leases. Operating
leases do not give rise to property rights or lease obligations and, therefore, liabilities from these
lease agreements are not reflected in the City's account groups. Remaining minimum lease
payments are not significant.

Power Contracts - Prior to February 1, 2000, the City purchased all of its capacity and energy
requirements for its electric distribution system from Tampa Electric Company (TECO) under an All
Requirements Contract which ended December 31, 2008. Effective February 1, 2000, the City
assigned all rights and interest in the TECO contract to the Florida Municipal Power Agency
(FMPA) and began purchasing power from FMPA under a new Contract. FMPA was created
pursuant to Chapter 163, Parts | and Il (The Interlocal Act and The Joint Power Act) to, among
other things, provide a means for the Florida municipal electric corporations to cooperate with each
other to provide for present and projected energy needs. The City had been a member of FMPA
for some time prior to 2000, and occupies one of the 28 seats on the FMPA Board. Under terms of
the Contract, the City has no equity interest in any of the assets of FMPA, but has signed as
guarantor on certain liabilities of the Contract. The Contract extends through 2030. On July 14,
2009 the City of Fort Meade notified FMPA of our intention to convert to contract rate of delivery
(CROD) pursuant to sections 3 and 23, all requirements power supply contract between FMPA and
the City of Fort Meade effective January 2, 2010. The CROD will be effective January 1, 2013.
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NOTES TO FINANCIAL STATEMENTS
CITY OF FORT MEADE, FLORIDA
September 30, 2009

NOTE 13 - COMMITMENT AND CONTINGENCIES (cont...)

Contract with Polk County Sheriff - Effective January 1, 2008, the City contracted with the Polk
County Sheriff to provide police services within the City. Under the agreement, which runs from
January 1, 2008 to September 30, 2012, the City shall pay the Sheriff the following annual
amounts (in quarterly installments), for the base services for each fiscal year through 2012. The
City paid $1,040,851 for the year ended September 30, 2009:

Year

2010 1,067,888
2011 1,110,937
2012 1,140,302

NOTE 14 - OTHER POST EMPLOYMENT BENEFITS

In June 2004, the GASB issued Statement No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions. The basic premise of the statement is that Other
Postemployment Benefits (OPEB) are earned by employees and should be recognized by the
employer as the employee provides services. By State Statute, all of the City’s retirees may, at the
retiree’s cost, elect to purchase health insurance at the rates currently offered by the City to its
active employees. Because of this state mandate, there is an impicit cost to the City by virtue of
the fact that the cost to the retiree is a blended rate which is less than the rate the retiree would
have to pay if private coverage were arranged. While the City currently does not have any retirees
who have elected coverage under the City’s plan, accounting for OPEB under GASB No. 45 may
result in the City reporting an actuarially-based liability for the cost of these benefits. The City will
be required to implement GAS No. 45 in the fiscal year beginning October 1, 2009 and has not yet
determined the impact on the financial statements of implementing this statement.

NOTE 15 - CLOSE OUT OF INTERNAL SERVICE FUND

At September 30, 2009, the internal service fund was closed and all of its assets, liabilities and
net assets were transferred into the general fund resulting in an increase in the general fund’s
fund balance of $227,307. The internal service fund’s fleet maintenance and central warehouse
activities will be reported in the general fund going forward.
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REQUIRED SUPPLEMENTARY INFORMATION



SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
GENERAL FUND

For the year ended September 30, 2009
CITY OF FORT MEADE, FLORIDA

REVENUES:

Taxes

Licenses and permits
Intergovernmental revenue
Charges for services

Fines and forfeitures
Interest and miscellaneous
Inter-fund service charges

Total revenues

EXPENDITURES:

General governmental:

Legislative

Executive

Finance

Legal

Planning

Other general government
Public safety:

Police

Fire

Inspections
Transportation-streets
Economic environment:
Culture/Recreation:

Library

Recreation

Parks

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
Proceeds from debt
Reappropriate prior year surplus
Transfers in

Total other financing sources
NET CHANGE IN FUND BALANCE

Actual Variance with
Budgeted Amounts Amounts Final Budget
(GAAP Positive
Original Final Basis) (Negative)
$ 1661520 $ 1,661,520 $ 1,683,939 $ 22,419
64,840 64,840 77,043 12,203
795,660 814,810 740,448 (74,362)
15,750 15,750 16,967 1,217
115,150 115,150 97,409 (17,741)
61,600 61,600 37,825 (23,775)
170,000 170,000 170,000
2,884,520 2,903,670 2,823,631 (80,039)
25,910 19,510 24,023 (4,513)
220,740 223,790 240,404 (16,614)
375,150 378,300 378,331 (31)
39,170 39,170 44,238 (5,068)
17,000 19,500 13,723 5,777
74,170 61,565 55,868 5,697
1,087,370 1,060,870 1,068,941 (8,071)
276,880 280,510 276,339 4,171
153,100 153,100 141,667 11,433
581,670 646,121 565,327 80,794
17,260 17,260 17,239 21
199,165 199,165 183,815 15,350
160,490 155,715 152,794 2,921
542,945 522,946 486,738 36,208
3,771,020 3,777,522 3,649,447 128,075
(886,500) (873,852) (825,816) 48,036
81,000 11,000 17,822 6,822
57,352 (57,352)
805,500 805,500 825,500 20,000
886,500 873,852 843,322 (30,530)
$ $ $ 17,506 $ 17,506
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NOTE TO SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
CITY OF FORT MEADE, FLORIDA

A schedule of revenues, expenditures, and changes in fund balances is required supplementary
information for the general fund and all major special revenue funds with legally adopted budgets.

The annual budgets for the governmental fund types are prepared in accordance with the basis of
accounting utilized by those funds, which is the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible
within the current period. For this purpose, the City of Fort Meade, Florida (the City) considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to claims and judgments, are
recorded only when payment is due.

The City Manager is authorized to transfer budgeted amounts within departments; however, any
revisions that alter the total expenditures/expenses among departments, or in total, must be
approved by the City Commission. During the year and subsequent to year-end, the City
Commission may adopt an amended budget approving such additional expenditures. The
accompanying schedule shows the budget as originally adopted and, as amended. All annual
appropriations lapse at fiscal year-end.

For the general fund, the budget and actual presentation amounts transferred out to the debt
service fund are reported as expenditures within the respective operating department but are
reported as transfers out in the statement of revenues, expenditures, and changes in fund
balances.
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REQUIRED SUPPLEMENTARY INFORMATION
PENSION TRUST FUNDS

SCHEDULES OF FUNDING PROGRESS

CITY OF FORT MEADE, FLORIDA

The following information presents the schedule of funding progress for each of the pension plans:

General Employees' Retirement Plan

Actuarial UAAL as
Actuarial Accrued Unfunded a Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
10/01/2008 $ 3,614,000 $ 3,867,000 $ 253,000 93.46% $ 1,635,000 15.47%
10/01/2007 $ 3,501,000 $ 3,813,000 $ 312,000 91.82% $ 1,690,000 18.46%
10/01/2005 $ 2,993,000 $ 3,313,000 $ 320,000 90.34% $ 1,528,000 20.94%
10/01/2004 $ 2,804,000 $ 2,996,000 $ 192,000 93.59% $ 1,383,000 13.88%
10/01/2003 $ 2,638,000 $ 2,702,000 $ 64,000 97.63% $ 1,338,000 4.78%
10/01/2002 $ 2,461,000 $ 2,578,000 $ 117,000 95.46% $ 1,349,000 8.67%
Police Officers' Retirement Trust Fund
Actuarial UAAL as
Actuarial Accrued Unfunded a Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
10/01/2008 $ 1,627,000 $ 1,369,000 $ (258,000) 118.85% $ - NA
10/01/2007 $ 1,664,000 $ 1,415,000 $ (249,000) 117.60% $ 696,000 -35.78%
10/01/2005 $ 1,427,000 $ 1,540,000 $ 113,000 92.66% $ 558,000 20.25%
10/01/2004 $ 1,329,000 $ 1,462,000 $ 133,000 90.90% $ 553,000 24.05%
10/01/2003 $ 1,241,000 $ 1,438,000 $ 197,000 86.30% $ 489,000 40.29%
10/01/2002 $ 1,153,000 $ 1,467,000 $ 314,000 78.60% $ 521,000 60.27%
Firefighters' Retirement Trust Fund
Actuarial UAAL as
Actuarial Accrued Unfunded a Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets -Entry Age (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)
10/01/2008 $ 395,000 $ 351,000 $ (44,000) 112.54% $ 90,000 -48.89%
10/01/2007 $ 388,000 $ 330,000 $ (58,000) 117.58% $ 76,000 -76.32%
10/01/2005 $ 346,000 $ 316,000 $ (30,000) 109.49% $ 98,000 -30.61%
10/01/2004 $ 329,000 $ 310,000 $ (19,000) 106.13% $ 94,000 -20.21%
10/01/2003 $ 311,000 $ 263,000 $ (48,000) 118.25% $ 74,000 -64.86%
10/01/2002 $ 292,000 $ 266,000 $ (26,000) 109.77% $ 77,000 -33.77%
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COMBINING FINANCIAL STATEMENTS



CITY OF FORT MEADE, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE NON-MAJOR GOVERNMENTAL FUNDS
For the year ended September 30, 2009

Debt
Grants Hurricane Service
Fund Fund Fund Total
REVENUES:
Intergovernmental revenue $ 4806 $ $ $ 4,806
Other 73 73
Total revenues 4,806 73 4,879
EXPENDITURES:
Public safety 4,804 4,804
Debt service 193,561 193,561
Total expenditures 4,804 193,561 198,365
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 2 (193,488) (193,486)
OTHER FINANCING SOURCES (USES):
Transfers in (out) 193,718 193,718
Total other financing sources 193,718 193,718
NET CHANGE IN FUND BALANCE 2 230 232
FUND BALANCE, beginning of year 85,788 31,067 116,855
Close funds out to general fund (2) (85,788) (31,297) (117,087)
FUND BALANCE, end of year $ $ $ $

Elimination of Non-major Governmental Funds - effective September 30, 2009, the City eliminated
the above funds and transferred their assets, liabilities and net assets to the General Fund, as a
result, a combining balance sheet for these funds is not presented.
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CITY OF FORT MEADE, FLORIDA

COMBINING STATEMENT OF NET ASSETS - NON-MAJOR ENTERPRISE FUNDS

As of September 30, 2009

Business Type Activities - Non-Major Funds

Natural Gas Mobile Home Solid Waste
Utlity Park Fund Fund Total
ASSETS
Current assets:
Equity in pooled cash and cash equivalents  $ 65,420 $ 13,075 $ 81,130 159,625
Receivables, net
Customers 79,214 54,777 133,991
Investments 2,503 2,503
Due from other funds 943 30,000 30,943
Prepaid items 76 76
Total current assets 148,156 13,075 165,907 327,138
Noncurrent assets:
Restricted assets:
Equity in pooled cash and cash equivalents 39,493 17,723 57,216
Investments 4,700 4,700
Capital assets, net
Non-depreciable 10,864 10,864
Depreciable 118,207 347,479 465,686
Unamortized bond issue costs 4,609 4,609
Total noncurrent assets 162,400 380,675 543,075
TOTAL ASSETS 310,556 393,750 165,907 870,213
LIABILITIES
Current liabilities:
Accounts payable 11,279 5,374 16,653
Accrued wages 3,480 216 3,696
Deferred revenues 17,825 17,825
Due to other funds 9,500 9,500
Compensated absences, current portion 1,060 1,060
Bonds and notes payable, current portion 30,000 30,000
Total current liabilities 15,819 53,415 9,500 78,734
Noncurrent liabilities:
Compensated absences, noncurrent portion 9,542 9,542
Payable from restricted assets:
Accrued interest payable 5,223 5,223
Customer deposits 44,193 44,193
Bonds and notes payable, noncurrent portion 195,000 195,000
Total noncurrent liabilities 53,735 200,223 253,958
TOTAL LIABILITIES 69,554 253,638 9,500 332,692
NET ASSETS
Invested in capital assets, net of related debt 118,207 137,952 256,159
Unrestricted 122,795 2,160 156,407 281,362
TOTAL NET ASSETS $ 241002 $ 140,112 $ 156,407 537,521
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CITY OF FORT MEADE, FLORIDA

COMBINING STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET ASSETS - NON-MAJOR ENTERPRISE FUNDS
For the year ended September 30, 2009

Business Type Activities - Non-Major Funds

Natural Gas Mobile Home Solid Waste
Utlity Park Fund Fund Total
OPERATING REVENUES:
Charges for services $ 412,511 $ 343,253 $ 426,169 $ 1,181,933
Total operting income 412,511 343,253 426,169 1,181,933
OPERATING EXPENSES:
Personal services 95,747 10,912 106,659
Purchases for resale 187,554 187,554
Operating expenses 63,437 144,476 408,723 616,636
Depreciation 10,566 16,225 26,791
Total operating expenses 357,304 171,613 408,723 937,640
OPERATING INCOME 55,207 171,640 17,446 244,293
NONOPERATING REVENUE (EXPENSE):
Interest revenue 536 37 156 729
Interest expense (14,311) (14,311)
Loss on disposal of capital asset (93,231) (93,231)
Other, net 8,233 599 8,832
Total nonoperating revenues (expenses) 8,769 (13,675) (93,075) (97,981)
Income (loss) before contributions
and transfers 63,976 157,965 (75,629) 146,312
TRANSFERS IN (OUT) (140,600) (52,430) (193,030)
Change in net assets 63,976 17,365 (128,059) (46,718)
TOTAL NET ASSETS - beginning of year 177,026 122,747 284,466 584,239
TOTAL NET ASSETS - end of year $ 241,002 % 140,112 3 156,407 $ 537,521
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CITY OF FORT MEADE, FLORIDA
COMBINING STATEMENT OF CASH FLOWS - NON-MAJOR ENTERPRISE FUNDS
For the year ended September 30, 2009

Business Type Activities - Non-Major Funds

Natural Gas Mobile Home Solid Waste
Utlity Park Fund Fund Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers $ 370,558 $ 343,253 $ 423575 $ 1,137,386
Payments to suppliers (254,420) (139,762) (438,825) (833,007)
Payments for salaries and benefits (94,635) (10,696) (105,331)
Net cash flows from operating activities 21,503 192,795 (15,250) 199,048
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Increase (decrease) in customer deposits (6,438) (6,438)
Increase (decrease) in due to other funds 9,500 9,500
Transfers (to) from other funds (140,600) (52,430) (193,030)
Net cash flows from noncapital financing activities (6,438) (140,600) (42,930) (189,968)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital assets, net of related payables (1,140) (1,140)
Principal paid on notes, bonds and lease obligations (30,000) (30,000)
Interest paid on borrowings (14,086) (14,086)
Net cash flows from capital and related financing activities - (45,226) - (45,226)
CASH FLOWS FROM INVESTING ACTIVITIES:
Other investing income / (loss) 8,233 599 8,832
Proceeds from investments 15 15
Interest on invested funds and other 536 37 156 729
Net cash flows from investing activities 8,784 636 156 9,576
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 23,849 7,605 (58,024) (26,570)
CASH AND CASH EQUIVALENTS, beginning of year 81,064 23,193 139,154 243,411
CASH AND CASH EQUIVALENTS, end of year $ 104,913 $ 30,798 $ 81,130 $ 216,841

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income / (loss) $ 55207 $ 171,640 $ 17,446  $ 244,293
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation 10,566 16,225 26,791
(Increase) decrease in accounts receivable (41,953) - (2,594) (44,547)
Increase (decrease) in accounts payable (3,429) 2,064 (102) (1,467)
Increase (decrease) in accrued wages (1,822) 216 (1,606)
Increase (decrease) in comp absences 2,934 2,934
Increase (decrease) in deferred revenue and other 2,650 (30,000) (27,350)

Net cash flows from operating activities $ 21,503 $ 192,795 $ (15,250) $ 199,048

Noncash financing and investing activities -
Loss on retirement of capital asset (incinerator) 93,231 $ 93,231
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CITY OF FORT MEADE, FLORIDA

COMBINING STATEMENT OF PLAN NET ASSETS - PENSION FUNDS

As of September 30, 2009

ASSETS
Receivables:
City
Accrued income

Total receivables

Investments, at fair market value:

Short-term money market funds

Fixed income securities
Equity securities

Total investments

Total assets

LIABILITIES
Due to other funds
Total liabilities
NET ASSETS HELD IN TRUST
FOR PENSION BENEFITS

Pension Trust Funds
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General Police Fire

Employees Pension Pension Total
$ 18,901 % $ 18,901
9,195 4,882 995 15,072
28,096 4,882 995 33,973
446,707 142,233 48,147 637,087
781,777 382,219 84,409 1,248,405
1,738,000 724,568 175,825 2,638,393
2,966,484 1,249,020 308,381 4,523,885
2,994,580 1,253,902 309,376 4,557,858
23,875 23,875
23,875 23,875
$ 2994580 $ 1,230,027 309,376 $ 4,533,983




CITY OF FORT MEADE, FLORIDA
COMBINING STATEMENT OF CHANGES IN PLAN NET ASSETS - PENSION FUNDS
For the year ended September 30, 2009

Pension Trust Funds

General Police Fire
Employees Pension Pension Total
ADDITIONS
Contributions:
City $ 146,734 $ $ 8,646 $ 155,380
Total contributions 146,734 8,646 155,380
Investment income (loss) (58,955) (34,073) (13,564) (106,592)
Less investment expenses:
Investment fees 13,359 6,190 1,484 21,033
Total investment expenses 13,359 6,190 1,484 21,033
Net investment income (loss) (72,314) (40,263) (15,048) (127,625)
Total additions 74,420 (40,263) (6,402) 27,755
DEDUCTIONS
Administrative expenses:
Actuarial 9,053 4,311 1,906 15,270
Legal 8,017 2,203 514 10,734
Custodial and other fees 5,957 4,943 1,099 11,999
Total administrative expenses 23,027 11,457 3,519 38,003
Benefits and termination payments 160,326 105,460 24,792 290,578
Total deductions 183,353 116,917 28,311 328,581
NET INCREASE (DECREASE) (108,933) (157,180) (34,713) (300,826)
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS:
Balance, beginning of year 3,103,513 1,387,207 344,089 4,834,809
Balance, end of year $ 2,994,580 $ 1,230,027 $ 309,376 $ 4,533,983
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT
OF FINANCIAL STATEMENTSPERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Fort Meade, Florida (the City), as
of and for the year ended September 30, 2009, which collectively comprise the City’s basic financial
statements and have issued our report thereon dated February 26, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

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

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

A deficiency ininternal control existswhen the design or operation of acontrol does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented or detected and corrected on a timely basis. We consider the
deficiencies described in the accompanying schedule of current year findings to be significant deficiencies
ininternal control over financia reporting:

m 2009-1 — Franchise Fees- Trash Taxi
m 2009-2 — Power Costs Over/Under Recovered Calculation

Certified Public Accountants
P.O. Box 23999 e 222 N.E. 1st Street ® Gainesville, Florida 32602 ¢ (352) 378-2461 ¢ FAX (352) 378-2505
Laurel Ridge Professional Center ® 2347 S.E. 17th Street ® Ocala, Florida 34471 e (352) 732-3872 e FAX (352) 732-0542
443 East College Avenue  Tallahassee, Florida 32301 e (850) 224-7144 e FAX (850) 224-1762

2201 Cantu Court, Suite #100 e Sarasota, Florida 34232 e (941) 379-2800 e FAX (941) 379-2899

MEMBERS OF AMERICAN AND FLORIDA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS PRIVATE COMPANIES AND S.E.C. PRACTICE SECTIONS
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT
OF FINANCIAL STATEMENTSPERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS
(Concluded)

Internal Control Over Financial Reporting (Concluded)

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficienciesin the internal control
that might be significant deficiencies, and accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe that none of the
significant deficiencies described above are a material weakness.

Compliance and Other Matters

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

We aso noted other matters that we reported to management in a separate management letter dated
February 26, 2010.

The City’ sresponseto the findingsidentified in our audit is described in a separate “ management response”
as shown in the table of contents. We did not audit the City’s response, and accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the City Commission, management, and the

Florida Auditor General. It isnot intended to be used, and should not be used, by anyone other than these
specified parties.

Aoty Gy Coupang, LLF

February 26, 2010
Sarasota, Florida



Purvis
Gray &
Company

MANAGEMENT LETTER

Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

We have audited the basic financial statements of the City of Fort Meade, Florida (the City), as of and for
the fiscal year ended September 30, 2009, and have issued our report thereon dated February 26, 2010.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. We have issued our report on internal control over
financia reporting and compliance and other matters. Disclosures in that report, which is dated February
26, 2010, 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. This letter includes the following information, which is not included in the aforementioned
auditors' report:

m  Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the preceding
annual financial audit report. Corrective actions have been taken to address findings and
recommendations made in the preceding annual financial audit report, except as noted in the summary
schedule of prior audit findings.

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

m  Section 10.554(1)(i)3, Rules of the Auditor General, requires that we address in the management | etter
any recommendations to improve the City’s financial management. In connection with our audit, we
have a recommendation as described in the accompanying schedule of current year findings:

e  2009-3- Capitaization Policy

Certified Public Accountants
P.O. Box 23999 e 222 N.E. 1st Street ® Gainesville, Florida 32602 * (352) 378-2461 ¢ FAX (352) 378-2505
Laurel Ridge Professional Center e 2347 S.E. 17th Street ® Ocala, Florida 34471 e (352) 732-3872 e FAX (352) 732-0542
443 East College Avenue  Tallahassee, Florida 32301 e (850) 224-7144 e FAX (850) 224-1762

2201 Cantu Court, Suite #100 e Sarasota, Florida 34232 e (941) 379-2800 e FAX (941) 379-2899

MEMBERS OF AMERICAN AND FLORIDA INSTITUTES OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS PRIVATE COMPANIES AND S.E.C. PRACTICE SECTIONS
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

MANAGEMENT LETTER
(Continued)

m  Section 10.554(1)(i)4., Rules of the Auditor General, requires that we address violations of provisions of
contracts or grant agreements, or abuse, that have an effect on the financia statement amounts that isless
than material but more than inconsequentia. In connection with our audit, we did not have any such
findings.

m  Section 10.554(1)(i)5., Rules of the Auditor General, provides that the auditor may, based on
professional judgment, report the following matters that have an inconsequential effect on financial
statements, considering both quantitative and qualitative factors: (1) violations of provisions of
contracts or grant agreements, fraud, illegal acts, or abuse, and (2) control deficiencies that are not
significant deficiencies. In connection with our audit, we have a finding as described in the
accompanying schedule of current year findings:

e 2009-4 — Expendituresin Excess of Budgeted Appropriations

m  Section 10.554(1)(i)6., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. The required
disclosure for the primary government is madein Note 1. There are no component units.

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

m  Section 10.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether the annual
financial report for the City for the fiscal year ended September 30, 2009, 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, 2009. In connection with
our audit, we determined that these two reports were in agreement.

m  Section 10.554(1)(i)7.c and 10.556(7), Rules of the Auditor General, we applied financial condition
assessment procedures. Itis management’ sresponsibility to monitor the City’ sfinancial 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 the City Commission,

management, federal and state awarding agencies and pass-through entities, and the Florida Auditor
Generd. Itisnot intended to be used, and should not be used, by anyone other than these specified parties.
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Honorable Mayor and City Commissioners
City of Fort Meade
Fort Meade, Florida

MANAGEMENT LETTER
(Concluded)

We wish to take this opportunity to thank you and your staff for the cooperation and courtesies extended to

usduring the course of our audit. Pleaselet usknow if you have any questions or comments concerning this
letter, our accompanying reports, or other matters.

Aoty Gy Coupang, LLF

February 26, 2010
Sarasota, Florida
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

CITY OF FORT MEADE, FLORIDA

Audit
Finding
Number Title/Program Brief Description Status Comments
2006-1 Line Loss - In a prior year management letter, we recommended that the City Significant The City contracted with FMPA to analyze the
Electric review the line loss calculation in the electric fund, as it appeared to improvements entire system. Many of the recommendations
have increased significantly and was putting additional pressure on noted. have been implemented, but line loss, while
the monthly bulk power cost adjustment. improved, remains high.
2007-7 New Accounting The City will be required to implement the new governmental accounting Not resolved The City is aware of the requirements and is
Standards - standards Nos. 43 and 45 requiring the accrual and disclosure of certain yet. looking into its options for meeting the standard.
Other postemployment benefits, such as employee health care by the year 2010.
Postemployment An actuarial calculation will be required as of September 30, 2009.
Benefits
2007-8 Review of Key Under new auditing standards, future external audits of the City will be Partially The City has implemented changes to processes,
Controls required to be conducted using the "risk-based" audit approach. Such an resolved. installed safeguards, and increased monitoring to
approach requires the review of the City's "key controls" over significant strengthen the City's controls. This is an ongoing
transaction classes. We performed a preliminary analysis of this area during process and the City is evaluating options to
a prior audit and presented a list of initial observations to the City Manager. further strengthen controls.
2008-2 Pooled Cash The City maintains a pooled cash fund whereby multiple funds pool their Not resolved The City is monitoring the differences and trying

Reconciliations

cash to realize better returns and ease of administration. We noticed that the
reconciliation of the bank accounts to the general ledger had some immaterial
differences each month. Also, it was noticed that the pooled cash fund does

not equal the individual cash balances in the funds that participate in the fund.
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to identify all reconciling items on the bank
reconciliation and ensure that all individual account
balances equal the pooled cash account total.



SCHEDULE OF CURRENT YEAR FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2009
CITY OF FORT MEADE, FLORIDA

Internal Controls— Significant Deficiencies

2009-1 Franchise Fees - Trash Taxi—The City did not have a good system to track
franchise fee revenue earned from their garbage contractor, Trash Taxi. As such, amounts
were recorded incorrectly between general fund franchise fees and sanitation fund expenses.
As a result, the correct amounts were not deducted from contractor invoices on a timely
basis.

Recommendation—We recommend the City better monitor this contract, and process the
franchise fees as separate billings instead of simply crediting the contractor invoice.

2009-2 Power Costs Over/Under Recovered Calculation—The City maintains a schedule
calculating the power costs over/under recovered at any point in time. We found errorsin the
calculations and brought them to the attention of management.

Recommendation—We recommend the City consider a periodic review of this calculation
independent of the preparer.

Recommendationsto | mprove Financial M anagement

2009-3 Capitalization Policy—The City does not have a comprehensive policy for the
capitalization of costs relating to fixed assets and infrastructure. Ideally, it should
encompass areas such as capitalization thresholds, repairs versus capital (especialy as it
relates to infrastructure), impairments, componentization, transfers, and establishing and
monitoring useful lives.

Recommendation—We recommend the City develop and implement a comprehensive
capitalization policy.

Other Matters

2009-4 Expenditures in Excess of Budgeted Appropriations—The City reported five
departments that had expenditures in excess of budgeted appropriations by a combined
$34,297.

Recommendation—We recommend the City require departments to stay within the budget
through timely monitoring of results and through the amendment process.
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City of Fort Meade

City Hall
8 West Broadway ¢ P.O. Box 856
Fort Meade, Florida 33841-0856
(863) 285-1100 « FAX: (863) 285-1124

March 4, 2010

Mayor Nelson and City Commissioners
City of Fort Meade
Fort Meade, FL

Please see the City of Fort Meade responses below to FY 2009 and prior year Audit
Findings by Purvis Gray & Company. '

Prior Year Findings:

2006-1 Line Loss - Electric - In the prior year management letter, we recommended that
the City review the “line loss” calculation in the electric fund, as it appeared to have
increased significantly and was putting additional pressure on the monthly bulk power
cost adjustment.

Status: The City contracted with its power supplier, the Florida Municipal Power
Agency (FMPA), to review this matter, and they have provided a draft report.

Recommendation: We would encourage the City to pursue and implement the
recommendations in the FMPA report, if cost effective.

COEM Response: Line losses have increased 3.65% from 2008 to 2009. This may due to
differences in TECO billing vs. FMPA billing. Efforts to improve electric system
efficiency are ongoing,.

2007-7 New Accounting Standards - Other Post-Employment Benefits - The City will
be required to implement the new governmental accounting standards #43 and #45
requiring the accrual and disclosure of certain post-employment benefits, such as
employee health care by the year 2010. An actuarial calculation will be required as of
September 30, 2009.

Recommendation: We recommend the City perform a preliminary review of this
standard and develop procedures to ensure timely implementation.
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COFM Response: The City will ensure compliance with the new accounting standards in
a timely manner.

2007-8 Review of Key Controls - Under new auditing standards, future external audits
of the City will be required to be conducted using the “risk-based” audit approach.
Such an approach requires the review of the City’s “key controls” over significant
transaction classes. In anticipation of implementing these standards in the upcoming
year, we performed a preliminary analysis of this area during the current audit and
presented a list of initial observations to the City Manager.

Recommendation: We would encourage the City to review our initial findings and
consider opportunities to strengthen controls in these areas or identify and/or provide
compensating controls.

COFM Response: Key controls are documented and reviewed by each group.
Improvements are ongoing.

2008-2 Pooled Cash Reconciliations - The City maintains a pooled cash fund whereby
multiple funds pool their cash to realize better returns and ease of administration. We
noticed that the reconciliation of the bank account to the general ledger had some
immaterial differences each month. Also, it was noticed that the pooled cash fund does
not equal the individual cash balances in the funds that participate in the fund.

Recommendation: We encourage the City to perform timely, complete reconciliations on
the pooled cash accounts in the future.

COFM Response: This issue has been mostly resolved by backing out payments
returned as NSF rather than carrying these items manually on the bank statement
reconciliation. Current statements have been off less than $50 per month. Work is
ongoing to discover the remaining discrepancies.

2009-1 Franchise Fees - Trash Taxi - The City did not have a good system to track
franchise fee revenue earned from their garbage contractor, Trash Taxi. such, amounts
were recorded incorrectly between general fund franchise fees and sanitation fund
expenses. As a result, the correct amounts were not deducted from contractor invoices

on a timely basis.

Recommendation: We recommend the City better monitor this contract and process the
franchise fees as separate billings instead of simply crediting the contractor invoice.
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COFM Response: Franchise Fees due from Trash Taxi are invoiced each month.
Payments from Trash Taxi are the rung up to the invoice which will better track these
payments.

2009-2 Power Costs Over/Under Recovered Calculation - The City maintains a
schedule calculating the power costs over/under recovered at any point in time. We
found errors in the calculations and brought them to the attention of management.

Recommendation: We recommend the City consider a periodic review of this calculation
independent of the preparer.

COFM Response: The City Manager or his designee will periodically review this
spreadsheet for accuracy.

2009-3 -Capitalization Policy - The City does not have a capitalization policy for the
capitalization of costs related to fixed assets and infrastructure. Ideally, it should
encompass areas such as capitalization thresholds, repairs versus capital (especially as it
relates to infrastructure), impairments, componentization, transfers, and establishing
and monitoring useful lives. |

Recommendation: We recommend the City develop and implement a comprehensive
capitalization policy.

COFM Response: The City will develop and implement a comprehensive capitalization
policy.

2009-4 - Expenditures in Excess of Budgeted Appropriations - The City reported five
departments that has expenditures in excess of budgeted appropriations by a combined
$34,297.

Recommendation: We recommend the City require departments to stay within the budget
through timely monitoring of results and through the amendment process.

COFM Response: The City distributes monthly detailed budget reports to City
management. The City will make every effort to stay within budget and amend the
~ budget as needed to ensure the budget remains balanced.

Sincerely,
dwib P o
Japmes M. Parker
Finance Director

City of Fort Meade
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