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April 23,2007

To the Citizens of the Village of Palmetto Bay
and Other Interested Parties:

State law requires that all general purpose local governments publish within one year of the close
of each fiscal year a complete set of financial statements presented in conformity with accounting
principles generally accepted in the United States (GAAP) and audited in accordance with
generally accepted auditing standards and government auditing standards by a firm of licensed
certified public accountants. Additionally, the Village’s charter requires an annual independent
audit of the books of account, financial records and transactions of all departments of the Village
by independent certified public accountants. Pursuant to these requirements, we hereby issue the
Comprehensive Annual Financial Report (CAFR) of the Village of Palmetto Bay for the fiscal
year ended September 30, 2006,

This report consists of management’s representations concerning the finances of the Village of
Palmetto Bay. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable basis for
making these representations, management of the Village has established a comprehensive
internal control framework that is designed both to protect the Village’s assets from loss, theft or
misuse and to compile sufficient reliable information for the preparation of the Village of
Palmetto Bay’s financial statements in conformity with GAAP. Since the cost of internal controls
should not outweigh their benefits, the Village’s comprehensive framework of internal controls
has been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material missiatement. As management, we assert that, to the best of
our knowledge and belief, this financial report is complete and reliable in all material respects.

The Village’s financial statements have been audited by Rachlin Cohen & Holtz LLP, a licensed
certified public accounting firm. The goal of the independent audit was to provide reasonable
assurance that the Village’s financial statements for the fiscal year ended September 30, 2006 are
free of material misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent anditor concluded, based upon their
audit, that there was a reasonable basis for rendering an unqualified opinion that the Village of
Palmetto Bay’s financial statements for the fiscal year ended September 30, 2005, are fairly
presented in conformity with GAAP. The independent auditor’s report is presented as the first
component of the financial section of this report,



To the Citizens of the Village of Palmetto Bay
and Other Interested Parties
April 23, 2007

GAAP requires that management provide a narrative introduction, overview and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The Village of Palmetto Bay’s MD&A can be found immediately following
the report of the independent auditors.

Profile of the Government

The Village of Palmetto Bay is the 33™ incorporated municipality in Miami-Dade County. Its
borders are SW 136" street to the north, US 1 to the west, Biscayne Bay to the east, and SW 184%
street to the south.  The Village is approximately 8 square miles, with primarily a residential
population, and its business district concentrated along the US 1 corridor.

The Village of Palmetto Bay was incorporated in 2002 and operates under the Council/Manager
form of government. The Village Council is comprised of the Mayor and four Council Members
elected village-wide. The Mayor and Council Members term is for four years with a maximum of
eight consecutive years. The Village Council is responsible for enacting laws (resolutions,
ordinances and regulations) governing the Village as well as appointing the members of various
advisory committees and the Village Manager. The Village Council also hires the Village
Attorney, and approves the Village Manager’s appointment to Village Clerk. The Village
Manager is responsible for enforcement of all laws, provisions of the Charter and directives of the
Council, appoints department heads, and oversees the operations of the Village.

The Village operates on a small highly qualified core staff, and outsources all other major
functions such as police protection, public works, community development, and code
enforcement. The Village keeps a close working relationship with Miami-Dade County for such
services as refuse collection and debris cleanup, fire protection, and schools.

The Mayor and Council members are also the Board of Directors for the Palmetto Bay Foundation
Inc. The purpose of the Foundation is to raise the educational and social levels of the residents of
the Village of Palmetto Bay, Florida, to foster and promote community wide interest and concern
for the history and preservation of the Village of Palmetto Bay. The Foundation is presented as a
blended component unit in the financial statements.

The annual budget serves as the foundation for the Village of Palmetto Bay’s financial planning and
control. All departments of the Village are required to submit proposed budgets to the Village
Manager, who then makes any necessary revisions. The Manager then presents to the Village
Council, for their review, a budget estimate of the revenues and expenditures of all the Village’s
departments. Two public hearings are then conducted to inform the taxpayers of the proposed
budget and to receive their comments. A majority affirmative vote of the quorum is needed to
adopt the budget, which is legally enacted prior to October 1% by the passage of a Resolution. The
Village’s budget is approved at the department level. The Manager and Finance Director may
amend the adopted budget for adjustments within a department administratively, but the Village
Council must approve all budget adjustments between departments. Supplemental appropriations of
revenues in excess of the adopted budget may be appropriated by the Council with an ordinance.
Budget-to-actual comparisons are provided in this report for the general fund for which an
appropriated annual budget has been adopted.
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To the Citizens of the Village of Palmetto Bay
and Other Interested Parties
April 23, 2007

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the Village of
Palmetto Bay operates. :

Local Economy

The Village of Palmetto Bay is a medium size municipality serving approximately 25,000 citizens.
The majority of the Village’s Ad-Valorem taxes are derived from residential property with an
average value of $500,000. The businesses are made up of seven major auto dealers, one large
appliance retailer, several retail shopping plazas, and some office buildings.

Long-Term Financial Planning and Major Initiatives

The Village has approved a new zoning district encompassing 330 acres known as the Franjo
Triangle and Island redevelopment area. The new mixed use district will include retail, office
space, and residential. Individual developers are beginning to commence new projects consistent
with the plan. In the middle of the redevelopment area is Palmetto Bay Commons, which is an
existing 5 acre park, which is being expanded to 25 acres. It will have softball fields, multi-
purpose courts, a skate park, and one of the largest boundless playgrounds in the nation, and the
only one south of West Palm. A library is being built on newly acquired property on Biscayne
Bay, the plans also include a park and community center. The 1929 building on ocean front
property purchased in 2006 is being reviewed to determine if it can be declared a historical
building.

Cash Management Policies and Practices

The Village invests operating funds in an effort to earn a reasonable yield on its portfolio. This is
consistent with the Village’s primary objective of safeguarding public assets by minimizing the
level of credit and market risks assumed. The investment priority is safety of capital, liquidity of
funds and investment income, in that order. The Village’s investment policy is consistent with
local government investment policies delineated in Chapter 218, F.S. The Village currently keeps
a $2.5 million cash reserve for cash flow and emergencies and is invested with the State Board of
Administration Pooled Equity Fund, along with other surplus funds.

Pension Benefits

The Village of Palmetto Bay maintains a defined contribution pension plan with International
City Managers’ Association, Retirement Corporation (ICMA RC) for its full-time employees,
created in accordance with Internal Revenue Code Section 401 (a). The Village contributes 6%
of all full-time employees’ income and each employee can contribute up to 6% of their income
with an equal match from the Village. In addition the Village sponsors a 457 deferred
compensation plan, participation is voluntary.
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To the Citizens of the Village of Palmetto Bay
and Other Interested Parties
April 23, 2007

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the Village of Palmetto
Bay for its comprehensive annual financial report for the fiscal year ended September 30, 2006.
In order to be awarded a Certificate of Achievement, a government must publish an easily
readable and efficiently organized comprehensive annual financial report. This report must
satisfy both generally accepted accounting principles and applicable legal requirements.

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

The preparation of the CAFR on a timely basis was made possible by the dedicated service of the
entire staff of the Finance Department. Each member of the department has our sincere
appreciation for the contributions made in preparation of this report. We also wish to recognize
the assistance provided by the firm of Rachlin Cohen and Holtz LLP.

In closing, the Mayor and the Village Council, must also be credited for their leadership, and
maintaining the highest standards of professionalism in the management of the Village’s finances.

Sincerely,
L ., ANVl
Charles Scurr Desmond Chin

Village Manager Finance Director

v
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Mayor, Village Council and Viilage Manager
Village of Palmetto Bay, Florida

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Village of Palmetto Bay, Flerida (the Village), as of and
for the year ended September 30, 2006, which collectively comprise the Village's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
Viltage’s management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted n the United States
and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the Unites States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstaterment.
An audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Village's internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Village of Palmetto Bay, Fiorida, as of September 30, 2006, and the respective
changes in financial position, thereof for the year ended in conformity with accounting principles
cenerally accepied in the United States.

in accordance with Government Auditing Standards, we have also issued a report dated March 1, 2007,
on our consideration of the Village's internal control over financial reporting and our tests of compliance
with certain laws, regulations, grant agreements, contracts and other matters. The purpose of that report
is to describe the scope of our testing of ternal control over financial reporting and compliance and
other matters and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. The report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.

1-

e

Rachlin Cohen & Holtz 1ir
One Southeast Third Avenue w Tenth Fioor = Miami, Florida 33131 = Phone 305.377.4228 = Fax 305.377.8331 » www.rachlin.com
An Independent Member of Baker Tilly internationa!

MI1amil == FORT LAUDERDALE = WEST PALM BEEACH



Honorable Mayor, Village Council and Village Manager
Village of Palmetto Bay, Flonda
Page Two

Management’s discussion and analysis on pages 3 through 9 and budgetary comparison information on
pages 27 and 28 are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States. We have applied
certain limited procedures, which consisted 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 on it.

The Introductory and Statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we express no opinion on it.

foped o c%“.,% 7

Miami, Flornda
March 1, 2007

' P oge
ChsiiHoltz

Accountants - Advisors
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Mapagement’s Discussion and Analysis

As management of the Village of Palmetto Bay (the Village), we offer readers of the Village’s financial statements
this narrative overview and analysis of the financial activities of the Village of Palmettc Bay for the fiscal year
ended September 30, 2006.

Financial Highlights

e The assets of the Village of Palmetto Bay exceeded its liabilities at the close of the most recent fiscal year by
$32.474,787 (net assets). Of this amount, $8,283,506 (unrestricted ner assets) may be used to meet the Village’s
ongoing obligations to citizens and creditors. The balance, $24,191,281 is comprised of capital assets net of
related debt $22,355,133 and restricted assets $1,836,1438.

+ In the government-wide financial statements, the Village’s total net assets increased by $7,092,864. The
increase is mainly due to governmental activities of $7,887,353 (867,105 General Fund,  $1,349,172 Grants
Fund, $544,077 Transportation Fund, $5,933,879 Capital Projects Fund, ($6,880) Other Governmental Funds),
less transactions related to Capital Assets and Debt Payments of $794,489.

»  As of the ciose of the current fiscal year, the Village’s governmental funds reported combined ending fund
balances of $17,709,835, an increase of $7,887,353 in comparison with the prior year. The total amount is
available for spending at the Village's discretion (unreserved fund balance).

e At the end of the reporting period, unreserved fund balance for the General Fund was $5,836,442, or 49% of
total general fund expenditures.

e The Village issued revenue bonds in the amount of $6,000,000 for park renovation, and to build a community
certer.

Overview of the Financial Statements

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

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Village of Palmetto Bay’s finances, in a manner similar to a private sector

business.

The sratement of net assets presents information on all of the Village of Palmetto Bay’s assets and liabilities, with
the difference between the two reported as ner assers. Over time, increases or decreases in net assets may ssrve as a
usefu] indicator of whether the financial position of the Village of Palmetto Bay is improving or deteriorating.

The statement of activities presents information showing how the govermment’s net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will only result in cash flows in future periods {e.g., uncollected taxes and eamed but unused

vacation leave).

Both of the government-wide financial statements distinguish functions of the Village of Palmette Bay that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant partion of their costs through user fees and charges (business-fype
activities). The governmental activities of the Village of Palmetto Bay include general government, public safety,
public works, community service {parks), and building, planning & zoning. The Village has no business-type
activities.

The government-wide financial statements include only the Village itself (known as the primary government) and
can be found on pages 10 and 11 of this report.



Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Village of Paimetto Bay, like other state and
local governments, uses fund accounting to ensure and demonstrate compiiance with finance-related legal
requirements. The Village of Paimetio Bay kas one fund category: governmental funds.

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

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

The Village of Palmetto Bay maintains three major governmental funds: a general fund, a special revenue fund, and
a capital projects fund. Information is presented separately in the governmental fund balance sheet and in the
governmental statement of revenues, expenditures, and changes in fund balance.

The Village adopts an annual appropriated budget for its general fund. A budgetary comparison statement has been
provided to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 12 to 14 of this report.

The Village has two non-major funds, the Palmetto Bay Foundation and the Law Enforcement Forfeiture F und. A
description of the Foundation is found in the notes to the financial statements on page 15, and the comnbining
statements can be found on pages 29 and 30.

Notes to the basic financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

The notes to the financial statements can be found on pages 15 to 26 of this report.

Governmeni-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the
Village's case, assets exceeded liabilities by $32,474,787 at the close of the most recent fiscal year.

The largest portion of the Village’s net assets, $22,555,135 or 69%, reflects its investment in capital assets (e.g., land,
buildings, furniture and equipment), less any reiated debt used to acquire those assets that is still outstanding. The
Village of Paimetto Bay uses these capital assets to provide services to cltizens; consequently, these assets are not
available for future spending. Although the Village of Palmetto Bay reports its investment in capital assets net of
related debt ($7,619,579), it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The remaining balance of unrestricted net assets $8,283,506 may be used fo meet the government’s Ongoing
obligations to citizen’s and creditors.



Village of Palmetto Bay’s Net Assets

Fiscal Year
2006 2005

Current Assets $ 19,580,678 $ 10,588,801
Capital Assets 22,424,240 19,901,532
Total Assets 42,004,918 30,490,333
Long-Term Liabilities Outstanding 7,467,011 3,881,121
Other Liabilities 2,063,120 1,231,517
Total Liabilities 9,530,131 5,112,638
Net Assets:
Investment in Capital Assets, net of related debt 22,355,133 14,184,649
Restricted for:

Law enforcement 9,053 15,500

Transportation 1,827,095 1,283,018
Unrestricted 8,283,506 9,894,528
Total Net Assets $ 32,474,787 $ 25,377,695

At the end of the current fiscal year, the Village of Palmetto Bay is able to report positive balances in both
categories of net assets. The same situation held true for the prior fiscal year.

The Village’s net assets increased by $7,092,864 during the current fiscal year. The increase is attributable to a
General Fund surplus in the amount of $67,105, and unspent grants and contributions totaling $7,820,248.

Governmental activities. Governmental activities increased the Village’s net assets by $7,092,864. Key elements
of this increase are as follows:

Village of Palmetto Bay’s Net Changes in Net Assets

Fiscal Year
2006 2005
Revenues:
Program Revenues:
Charges for Services $ 1,354,536 $ 1,165,118
Operating Grants and Contributions 6,882,311 2,621,678
Capital Grants and Contributions 0 0
General Revenues:
Property Taxes 5,455,327 4,883,257
Utility Taxes 1,741,781 1,674,087
Communications Service Tax 910,766 1,059,858
Franchise Fees 837,003 828,052
Intergovernmental 3,011,956 2,246,412
Investment Income and Miscellaneous 626,776 453,965
Total Revenues 20,820,456 14,932,427
Expenses:
General Government 1,992,510 2,258,132
Public Safety 5,953,233 5,075,834
Public Works 1,027,352 799,823
Community Services 1,286,162 738,130
Planning & Zoning 1,273,108 1,164,167
Mitigation/QNIP 1,741,551 1,671,767
Interest on long-term debt 453,676 19,150
Total Expenses 13,727,592 11,727,003
Change in Net Assets $ 7,092,864 $ 3,205,424




Property taxes of $5,455,327 comprised 26% of total revenues in the current fiscal year. The Village has
maintained the same millage rate of $2.447 per $1,000 of assessed taxable value in effect prior to the Village’s

incorporation.
Operating Grams and Contributions increased $4,260,633, due to the Village's successful grant writing
program. The Village will continue leveraging Village funds with grant dollars where ever possible.

Expenses and Program Revenues — Governmental Activities
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Financial Analysis of the Government’s Funds

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

Governmenial funds. The focus of the Village of Palmetto Bay's governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Village’s financing requirements. in particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Village of Palmetto Bay’s governmental funds reported combined ending
fund balances of $17,709,833, an increase of $7,887,353 in comparison with the prior year. The totality of this
amount constitutes wnreserved fund balance, which is available for spending at the Village’s discretion.

The General Fund is the chief operating fund of the Village of Palmetto Bay. At the end of the current fiscal year
fund balance of the general fund was $5,836,442, all of which was unreserved. As a measure of the generai fund’s
Hquidity, it may be useful to compare both unreserved fund balance and total fund balance to total fund
expenditures. Unreserved fund balance represents 49% percent of total geperal fund expenditures, while total fund
balance also represents 49% percent of that same amount. The fund balance of the Village’s general fund increased
$67,105 during the current fiscal year.

The Grant Fund is used to account for and track the expenditures of the approximately 14 grants, impact fees and a
Village funded capital imprevements fund. The increase in fund balance of $1,349,172 is mainly due to a transfer of
$1,065,263 for the capital improvements fund. The ending furnd balance of $2,634,794 is for funded projects which
have not been completed, and $1,000,000 set aside for Village Hall.

The Transportation Fund is used to account for the various fuel and transportation taxes that are restricted to the
maintenance and improvement of the Village's roadways. The increase m the ending fund balance by $544,077 to
$1.827,095 is the result of a surplus from operations.

The Capital Projects Fund is used to account for financial resources (usually when financed through borrowings or
contributions) to be used for the acquisition or construction of major capital facilities. The ending fund balance of
$7,400,579 represents $6,000,000 the Village borrowed to renovate the Village’s three main parks, and unused bond
proceeds for the Village library.

General Fund Budgetary Highlights

»  No appropriation increases or departmental adjustments were required between the original and final budget.

» Transportation taxes and impact fees that were formally accounted for in the General Fund was reclassified to
the Special Revenue Funds to better account for these funds. This resulted m an additonal $661,128 in
Transfers Out.

Capital Assets and Debt Administration

Capital Assets. The Village of Palmetto Bay’s investment in capital assets as of September 30, 2006, amounted to
$22,424,240 (net of accumulated depreciation). This investment in capital assets includes land, buildings, street and
sidewalk improvements, machinery, furniture and equipment. The Village’s investment in capital assets increased
by $2,713,981 in the current fiscal year.

=1



Major capital asset events during the current fiscal year ncluded the following:

e Acquisition of 7.6 acres of land ($911,000) for Palmetto Bay park as part of the renovation.
« Drainage and sidewalk improvements ($835,261).

s  Park renovation ($645,200)

»  Purchase of two transit buses and equipment ($320,939).

VILLAGE OF PALMETTO BAY
Capital Assets (Net of Depreciation)

Balance September 30,

2066 2005
Governmental activities:
Land $ 19,247,086 § 18,334,506
Construction it progress 406,935 121,077
Furniture and Equipment 490,899 518,293
Building 816,264 790,182
Improvements Other than Buildings 465,021 137,474
Infrastructure 998.035 0
Governmental activities Capital Assets, net 3 22,424.240 § 19.901.532

Additionat information on the Village’s capital assets can be found in note 5 on pages 21-22 of this report.

Long-term Debt. At the end of the current fiscal year, the Village of Palmetto Bay had total debt outstanding of
$7,495,000. Of this amount $6,000,000 is a promissory note backed by the full faith and credit of the Village for
which the Village is liable in the unlikely event of default. The remainder of the Village of Palmetto Bay’s debr
represents a bond secured by a lease with Miami-Dade County.

Village of Palmetto Bay’s Outstanding Debt
Promissory Notes and Revenue Bonds

2006 2003
Promissory Note $ 6,000,000 5 -
Revenue Bond 1,495,000 1,495,000
Total 3 7,495,000 3 1,495,000

The Village of Palmetto Bay’s total debt increased by $6,000,000 during the current fiscal year. The increase 1s due
to the issuance of a promissory note to renovate Palmetto Bay park, Palmetto Wayside park, and to build a
community center adjoining the library. The Revenue Bond is part of the Florida Municipal Loan Council’s
$25,200,000 bond series 2005D issued September 13, 2005 to build a Village library.

Additional information on the Village of Palmetic Bay’s long-term debt can be found in note 6 pages 22-24.
Economic Factors and Next Year's Budgets and Rates

e The unemployment rate for Miami-Dade County in September 2006 was 4.0 percent, which represented a
decrease fram a rate of 4.1 percent the previous vear. This compares unfavorably to the state’s average
unemplovment rate of 3.5 percent but favorable to the national average rate of 4.4 percent in September 2006.
(Source: Florida Research and Economic Database, Labor Market Statistics.)

o The occupancy rate of the government’s central business diswrict has remained stable since the Village's
inception. With the recent approval of the Franjo Triangle and Island redevelopment area, the Village expects
an increase in business development in that area.



s Inflationary trends in the County are approximately 1.5% higher than the national average.

All of these factors were considered in preparing the Village's budger for the 2007 fiscal year. During the current
fiscal year, unreserved fund balance in the general fund increased to $3,836,442. The Village of Palmetio Bay has
appropriazed $1,042.000 of this amount for capital projects in the 2007 fiscal vear budget. Going mnto the Village's
fifth vear of operation expenditures have stabilized some what, and so the Village Council opted to reduce the
millage rate by .0734 to 2.3736 for fiscal year 2007.

Requests for Information

This financial report is designed to provide a general overview of the Village of Palmetto Bay’s finances for all
those with an interest in the government’s finances. Questions cencerning any of the information provided in this
report or requests for additional financial information should be addressed to the Finance Department, 8930 S.W.
152nd Street, Palmetto Bay, Florida 33157
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ViLLace oF PaLmeETTOo BAY, FLORIDA

STATEMENT OF NET ASSETS

SEPTEMBER 30), 2006

Cash

Receivables. net

Due from other governments
Prepaid assets

Deferred charges

Cupital assets not being depreciated
Capital assets being depreciated, net

Total assets

LIABILITIES

Accounts payable
Accrued habilines
Due 1o other governments
Unearned revenue
Bond premum
Noncurrent habilines:
[Due in one year
Due in more than one vear

Total habitities
NET ASSETS

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

Law enforcement

Transportation
Unrestricted

Totwl net assets

S=e nutes 1o hasic finencial slateiments.

-10-

Governmental

$

Activities

17,326,660
11,471
2,211,085
100
31,362
19.634,021
2.770.219
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101,339
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Vitrace or Panmerro Bay, Froripa

BALANCE SHEET
GOVERNMENTAL FUNDS

SEFPTEMBER S0 2006

Capital Olher Towls
Grants Transportation Projects Guoveramenti Governmentz!
General Fund Eungd Fund Funds Funds

Cuxh § 35RLA S Z2UTTE9 % TAM0DGE b 0925 % 17.326.660
Agcounts recenvabie F1.471 - - - - 1147
Due from other funds L76.890 §3.630 R _ B 757 599
[ue Trom olher govermments 934355 1376953 199,777 - - 2211083
Prepand lems |00 - - - - 100
Tolai assels $AATSOATE S 3931 8 2A7EA69  § 7550203 8 10925 % 19.811.845
LIABIHLITIES AND FUND BALANCES
Liabiiities:
Accounts puvable $ 803 P6ea & 33728 8 SO0 5 1uee 8 R T R o A
Accrued liabilines 34,203 - - - - 24203
Dt 0 other governinents ur4 - - - - U
Dielerred revenue - 42.500 - - 472 5
Due 10 other fuids - 1700 At Had 25998 - 262529
Tuotul liahihities 339233 SANET4 | 55 68 - 20200
Fund balunces:
Reserved for
Prepaid iwems 104 - - - 100
Unreserved recorded 1n:
Generut Tund 5830342 - - - - S.BRp342
Spectal revenue funds - 2034794 1827085 - [0.925 4452804
Capriad prajects fund - - - - 700,570
Tatai lund talances 5836442 2634570 1,527,095 10,425 17.709.875
Totd Babitittes and fund buiances S EATAATS S 29331308 DATT.00% & TRSAZAD & [0.825
Amounis reporied Jor governmental adtivites inthe staierment of net assets are diTerent because:
Capital assets used mn governmenial activities are not financial resources und.
therelore, are not repurted i e Tunds, 27474 044
Long-term lakdditios are not duc and pavahie i the cument penod and
therelore are not reporied 10 e funds, PTG AT
Governmentt) funds report the ef et of Tssuance cosls. premivms, discounts and
e stems wien debt s Nrsl issoed whoress these gimownts we deterred and
amorized 10 the stalement of activibes.
The detanis of the dit’ coare as folipws:
Acorued mlerost an bonds ERRAATEE
Bond 1ssue casls 330

Bond premium

Nelassels al 2overminenti aetivities

Qv notes T basac NIning b s iuldine i,



VILLAGE OF PAaLMETTO Bav, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FISCAL YEAR ENDED SEPTEMBER 30, 2006

Capuat Other Total
Grants Transportation Projects Governmental  Governmental
General Fund Fund Fund Funds Funds
Revenues:
Real and personal propeity taxes § 3435327 3 - % -5 - 5 - 5 5455337
Litility taxes 1,741,781 - - - - 1,741,781
Comumunication service fax 910,760 - - - - 910,766
Franchise fees 837,003 - - - - 837,003
Intergovernmentai 3,011,956 5,883,079 963,083 - - 9,858,120
Licenses and permits 1,060,003 - - - - 1,060,608
impact fees 22,382 13,765 - - - 36,147
Fines and forfeitures 208,917 - - - - 208,917
Churges for services 85.011 - - - - 85,011
Interest 304,499 §3.425 - 143,942 ] 531,872
Miscellaneous fees 82,174 12,730 - - - 04,904
Total revenues 13,720.424 5.992.999 063 083 [43,042 G 20,820,458
Expenditures:
Current:
General governiment 1,878,341 10 - 197 43y 1,678,987
Public safety 5634954 198,625 - - 6447 3,840,026
Public works 391,275 193,140 265,208 - - 851,023
Community service §30,352 - - - - 839,532
lanning and zoning 1,268,789 - - - - 1,268,789
Mitigation/QNIP 1,741,551 - - - 1,741,551
Capital outlay 100,201 2545234 368,853 172,407 - 3,386,095
[Debt service:
Principal paymenis 39,270 2,700,000 - - - 2,739,270
Interest expense 32993 316136 - 37439 - 3SG0L0
Total expenditures 11,920,928 5,955,165 834,061 210,063 6.886 J8 033,103
Excess {(deficiency) of revenues
uver expenditures 1,792,496 37834 129,024 (661213 {6880 1.887.333
Cther financing sources {uses)
Transfers in - 1,301,338 413,053 - - 1,726,391
Transfers out (1,726.391) - - - - (1,726,390
Bonds issuad - - 0,000,000 6,000,000
Totl other financing
cources (uses) {1,726 391 |.311.338 ENERISE 6,000,000 - G000 0G0
Nei change in fund balances RN [, 349,172 344 077 3933870 {6,850) 7887333
Fund batances. beginning 3,709,337 P255 622 [ 283,018 1.266,74000 RN 0,122,482
5836442 % 2034794 5 FR27.095 S 7400579 3 16925 5 17709833

Fund balances, cnding

See notes e basie Drancwl statements
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VILLAGE OF PALMETTO Bay. FrLoriny

RECONCILIATION OF STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TGO THE STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED SEPTEMBER 0. 206

Amounts reported Tor governmental activitdes i the statement
ol wctivities (Page 1 Ty are different becuuse:
Net change in Tund halances - ol government funds (Page 13) T 7ES
Governmental funds report capital outlays as expenditures.
However. in the staiement ol activities, the cost ol those assels
15 depreciated over their estimated uselul fives. This is the amaunt

by which cuprian outluy exceeds depreciation in the current periad:

Detatls of the diflerence are as follows:

Expenditures for capital outlays $ 2713081
Depreciation expense (191.273)

In the year of acquisition, governmuental funds report the
acguisition of capital Jeases us an expenditure as well as an
other lnancing scurce, Repavment of cupital fease principal
1= an expenditure in the governmental funds. hut the repayment

reduces long-ierm Dubilities in the sttement of nel 48501y

Dctails o the differenee are as foliows:

Bonds ssued (6.000.000)
Principa! payments _ 25827

-t
o

PR200.730
Some expenses reported e stuement of activities do nol require
the use of current Nnancial resources and, therefore, are not reporicd

as oapenditures in govermmentad fuids:

Dctails of the ditference aro as lollows:

Accrued nierest on deb 1H 7 000
Compensaied apscences P1.542
Bond 1ssue cosls LN
Bund premiem 138
PG AT
Clhunge o net saals of covermmentad scovities tPage T SOT0GD Ned

Seu moles L Besie Dinanaie! stulenients

PRI
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NOTE 1.

ViLLAGE oF Pavnizrro Bay, FLoripa
NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village of Palmetto Bay. Flonda (the Villuge) was incorporated on September 10, 2002
The Village operates under a Council-Muanager form of government. In addition 10 the general
government function, the Village provides its residents with peblic safety (police), public works,
community service and planming and zoning. The Villaze does not provide educational or water
and sewer, solid waste or hospial facilites: those services are provided by the Miami-Dade
County School Bouard and Miam:i-Dade County, respectively.

The financial statements of the Village have been prepared in conformity with accounting
principles generally accepted in the United States (GAAP) as apphed to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-seiting body for
establishing governmental accounting and financial reporting principles. The more significant of
the Village's accounting pohicies are described below:

A. Financial Reporting Entity

The financial statements were prepared m accordance with Government Accounting
Standards, which establishes stundurds for defimng and reporting on the financial reperting
entity. The defininon of the financial reporting entity 15 based upen the concept that elected
officials are accountable 1o their constituents for their actions. One of the objectives of
financial reporting s to provide vsers of financial statements with a basis for assessing the
accountability of the elected officiuls. The financial reporting entity consists of the Village,
oreanizations for which the Village is financially accountable. and other organizations for
which the nature and sigmiticance of thewr relavonship with the Village are such that exclusion
would cause the reporting entiry s finuncial statements 1o be nusleading or incomplete. The
Village 15 financially accountabie for a component umit 1f 1t appoints & voting majority of the
orgunization’s governing bourd and 1t 1s uble 1o smpose its will on that organization or there s
a potential for the orgamzation to provide specific finuncial benefits 1o, or impose specific
financiul burdens on, the Viliage.

Componest units are included 1 the reporting entity either as blended or as discretely
presented. Blended component units, although legally sepurate entities, are, in substance. part
of the Village s operauions. Accordingly, data from these component units are combined with
duta of the primary government.

Bused upon the applicavion of the criteria described above. the financial uctivity of the
blended component unit Jisted helow has been included in the Village's financizl reporting
entity. The Board of Diectors of the Foundihion are the sume indiaduals as the Villuge of
Palmerio Bay Council,

I The Pabmets Bavy Foundauon, Inc. rihe Foundation) was created on December 6. 2004 for
the purpose of enhancimg and preserving the history of Pulmeuo Bav, The Foundation s
a noi-lor-profi (30310030 corporation using a calendar vear end. Revenues consist
primarity of donatons and mvestment ivcome. The Foundiuton articies restnict the use of

the funds o charitable, educanona! or saoenuiie purposes,

N



NOTE 1.

VILLAGE OF PAaLMETTO BAy. FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS

(Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Government-Wide and Fund Financial Statements

The government-wide Ninancial statements (te., the statement of net assets and the statement
of activities) repert information on all of the non-fiduciary activities of the Village. For the
most part. the effect of interfund activity has been removed {rom these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues. are reported separately from business-npe aeriviries. which rely to a significant
extent on fees and charges for support. The Village does not have any business-type

activities.

The statement of activities demonstrates the degree to which the direct expenses of a g@iven
function or segment are offset by program revenues. Direct expenses are those that are
¢learly identifiable with a specific function or segment. FPrograni revenues include 1) charges
to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted 1o mesting the operational or capital requirements of a partucular function or
seement. Taxes and other items not properly mcluded among program revenues are reported

instead as general revenues.

Sepurate financial statements are provided for governmental funds. The major individual
eovernmental funds are reported as a separate column 10 the Tund financial statements. Al
remaiming nonmajor governmental funds are aggreguted and reported as other governmental
funds.

. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide finuncial stawements arz reported using the econerue resources
measurement focus and the gecrval busts of cecounning. Revenues are recorded when earnad
and expenses are recorded when a hability 15 incurred. regardless of the tming of related cash
flows.  Property taxes are recogmized as revenues 10 the vear for which they are levied.
Grants and similar ilems are recognized as revenue as soon as all ehigibilty requiremeants
impased by the provider have heen met,

Governmensal fund financiad stetements are reponted wsing the currens financial resources
mecsurement focus and the modified acori o basis of gccowniing, Revenues are recognized
gs soon ax they are both measurable und woailable. Revenues are considered 1o be anvatlahic
when they are collecnble wathin the current period or soon enough therzalter o pay lubllities
of the current pericd. For this purpose. the Village considers revenues to be avalable if they
are coliected within 60 davs of the end of the current fiscul period. Expenditures ure recorde
when g habihity s meurred. es under accrual accounting. Howenver. debt service expenditures
av well as expendiures related 10 compensated absences ure recorded onty when pavment 1s

due.

SR



NOTE 1.

ViLLAGE OF PALMETTO Bay, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS

{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

C. Mecasurement Focus, Basis of Accounting, and Financial Statement Presentation

(Contmued)

Property taxes. franchise fees and other taxes, licenses, and interest associated with the
current fiscal period are all considered te be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Al other revenue items are considerad to
be measurable and available only when cash 18 recerved by the Village.

The Village reports the fellowing major governmental funds:

The Gencral Fund is the Village's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The Grants Fund accounts for all grant menies and the related program income from
federal, state and local agency grants.

The Transporarion Fund uccounts for the revenues received from the transportation
surtax and new local option gas tax und expenditures for related transporiation costs.

The Capiral Projecrs Fund accounts Tor the acquisition and construction of major capital
facilities.

The Village also reports the following fund types:

Special Revenue Funds account for monies recerved which are to be used 1n accordance
with the funds swated purposes.  These are ncluded under the heading of ather
sovernmental funds.

Amounts reported as program revenwes include 1) charges to customers or applicants for
goods. services, or pnvileges provided, 2) operating grants and contributions, and 3) capital
grants and contrbutions.  Internally dedicated rescurces are reported as gencrul revenues
rather thun as program revenues. Likewise, general revenues include all tuxes.

. Assets. Liahilitics, and Net Assets or Equity

1. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepied 1 the United States requites munagement to make estimates and assumpuions that
affect the amounts of assets. habihties, disclosures of contingent liabilities. revenues und
expenditures/expenses reported 1n the financiul statements and accompanying nctes,
These estimates incivde assessing the coliectibibiny of receivabies and the useful lives of
capital  assets. Although these estmates as well as all gsumiates are basad on
munazement s hnowledee of current events and actions 0 men ondertuke 10 the fuure,
they may ulimatels diffor from actuul results

13-



NOTE 1.

VILLAGE OF PaLnvieTrro Bay, FLoripa

NOTES TO BASHC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities, and Net Assets or Equity (Continued)

2.

Capital Assels

Capital assets, which include land, buddings and furmiture and equipment are reported in
the governmental column in the government-wide financial stuements. Capital asscts are
defined by the Village us assets with an mibal, individual cost of more than 31,000 and an
astimated useful hife m excess of one yvear. Such assets are recorded wt historical cost or
estimated historical cost if purchased or constructed. Donuted 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 usset or
materially extend assets hves are not caprahized.  Muajor outlays for capital assets and

imprevemients are capitahized as they are completed.

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

usetul lives:

Estimated Useful Lives (Years)

Furniture and equipment 5-70
Buildings 30
Leaszhold improvements 10
Infrastructure 30

Compensated Abscnces

The Viliage's policy 15 o perout emplovess to accumulate ewned but unused sick and

vacation pey benefits, lmited to certain maximums, bused on length of service. For certan
emplosees. the Village also grants compensation time. All vacation, sick and compensared
pay is wccrued when ancurred in the government-wide fund finuncial stiements. A
Habihty for these amounts s reported in governmental funds only i they huve murured. for
£ X AT as a result of employvee resignations and reurements. For the governmental
funds. compensuted ubsences ura hgudated by the general fund,

Long-term Obligations

In the government-wide financial  statements, fong-ierm debt und other long-ternm
obligations are reported as habilities in the coverameante! acuvites, Bond premiums and
discounts, as well us jssuance costs are deferred and amortized over the ife of the bonds
using the strurght-line amoertization method. The results of using tis method do not differ

stamficontty from the effective interest method. Bonds pevable are reportied net of the

applicabie bond premivm or discount.

—in-



NOTE L.

NOTE 2.

NOTE 3.

ViLLace oF Paasierro Bay. FLoriba

NUTES TO BASIC FINANCIAL STATEMENTS

i Contoed

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued?

D. Assets. Liabilities. and Net Assets or Equity (Continued}
4. Long-term Obligations (Conunued)

In the fund financial statements. governmental fund types recognize bond premiums and
discounts, us well as bond issuance costs during the current period. The face amount of
debt issued s reported as other Nnancing sourcas. Premiums recerved on debt issuances
are reported as other Tinancing sources while discounts on debt 1ssuances are reported as
other Nnancing uses.  Issuance costs, whether or not withheld from the actual debt
proceeds received, ure reported as debt service expenditures.  Long-term Labilines of
governmental funds we generally hquidated through the general fund.

3. Fund Equity

In the fund fimuncst statements. governmentad funds report reservations of fund balance
for amounts that are not avatable for appropriation or are legully restricted by outside

parties. for use for a spectfic purpose.  Designations of fund balance, where noted,
represent tentative management plans that are subject 1o change.

PROPERTY TAXES

Property values are assessed on a county-wide basis by the Miumi-Dade County Propeny
Appraiser as of January 1. the hen dute. of cach vear and are due the following November |
Tuaxable vulue of property within the Village 1 certifisd by the Properly Appraiser and the
Villuge levies a lax mitlage rate upon the twxable value, winch will provide revenue required for
the fiscal yvear beginning October 1.

Properts tuxes levied each November 1 by the Villuge and all other taxing authorities within the
County, are centrally billed und coilected by Minmi-Dade County, with renmuttances 1o the
Villuge of their proportionate share of collected tuxes.  Tuxes for the fiscal vear beginning
October 1 are billed in the month of November. subject to u 1% per month discount for the
period November through February, and are due no laier than March 310 On Apnl 1. unpaid
umounts become delinguent with interest and penalues added thereafter. Becinning June 1, tux
certificates representing delinguent taxes with interest and penalties are sold by Migmi-Dade
County. with remittance 1o the Village for s shure of those receipts. At Seplember 50, 2006.
there were no material delinguent taxes. "

DEPOSITS AND INVESTMENTS

in Murch 2003 the GASE ssaeod Statemont New 40 Deposins and Jnvestmen: Risis Disclesures
(GASR Siwtement Noo 200 winich amends GASE Noo 30 Depovins with Finuncial Insiciiions,

Dmvestimenis cncluding Pepurchase Sereomenie, and Reverse Purchase Ageeemenss and

addresses additionul rishs o which sovernments we exposed. GASE 40 1s desiened o inform
Nnanciad statement usees abour deposit and wvestmient rsis thal coubd affect o ginvernment »

abiliny o provide services und meets 1 obhigasions oe they becomeg due,

iy



NOTE 3.

VILLAGE OF PAaLMETTO BAY. FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Conunued)

DEPOSITS AND INVESTMENTS (Continued)

GASB 40 addresses commaon deposit and investment risks related o credit nisk, custodiu! credit

risk. concentration of credit rigk. interest rate risk. and foreign currency risk and reguires that
deposit and investment pelicies related to the risks be disclosed, as applicable.

This statement 1s effective tor financial statements for periods beginning after June 13, 2004, and
has been adopted for the fiscal vear ended September 30, 2003, The adoption of GASB 40 has
resulted in changes to the form and content of the deposit and investment notes to the financial
statements but did not have an impact on the Village’s financial position and results of
operations. The following disclosure represents the adoption of GASB 40:

Deposits

In addition t¢ insurance provided by the Federal Depository Insurance Corporation. all
deposits are held in banking nsututions approved by the State Treasurer of the Stare of
Florida to hold public funds. Under Flonda Statutes Chapter 280, Florida Securiny for Public
Deposits Act, the State Treasurer requires all Florida qualified public depositories to deposit
with the Treasurer or another bunking institution eligible collateral. In the event of a fatlure
of a gualified public depository, the remaining public depositories would be responsible for
covering any resultung losses. Accordingly, all ameunts reported as deposits are insured or
collateralized with sscurities held by the entity or its agent in the entity’s name.

Investments

The Village 1s authorized to invest in obligations of the US. Treasury, 1s agencies,
i