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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members
of the City Commission
City of Parker, Florida

We have audited the accompanying financial statements of the governmental
activities, the business-type activities and each major fund of the City of Parker,
Florida (the City), as of and for the year ended September 30, 2005, which
collectively comprise the City's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City's
management. Our responsibility is to express opinions on these financial
statements based on our audit

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities,
the business-type activities and each major fund of the City of Parker, Florida, as
of September 30, 2005, and the respective changes in financial position and
cash flows, where applicable, thereof and the respective budgetary comparison
for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America

In accordance with Government Auditing Standards, we have also issued our
report dated March 6, 2006, on our consideration of the City’s internal control
over financial reporting and our tests of its compliance with certain provisions of
faws, regulations, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal controt over financial
reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our
audit.



Management's discussion and analysis and budgetary comparison information on pages 3
through 7 are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Parker, Florida’s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements of City of Parker, Florida. The schedule of expenditures of federal awards has been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements

taken as a whole,

CJJA.», ﬁgﬁu ‘6". LZ)W" Lot C

Panama City, Florida
March 6, 2006
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Management’s Discussion and Analysis

Management's discussion and analysis provide an easily readable analysis of the City's
financial activities. The analysis provides summary financial information for the City and should
be read in conjunction with the City’s financial statements. '

Financial Highlights

¢ Total assets of the City exceeded total liabilities by $7,323,436 (net assets). Of this
amount, $691,030 is unrestricted net assets for Governmental Activities and $2,875,320
is unrestricted net assets for Business-type Activities, while $1,835,704 is restricted net
assets for Governmental Activities and $1,921,382 is a restricted net asset for Business-
type Activities.

e Total net assets increased by $534,651. Of this amount, $81,310 is aftributable to
Governmental Activities and $453,341 is attributable to Business-type Activities.

+ As of September 30, 2005, the general fund's unreserved fund balance was $630,077 or
26 percent of total general fund expenditures.

e Governmental Activities revenues increased to $2,413,875 or 20 percent, while
Governmental Activities expenditures increased 42 percent to $2,451,892. Business-
type Activities revenues increased to $2,089,493 or 25 percent, while Business-type
Activities expenditures increased .8 percent to $1,636,152.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements are comprised of three components: 1)
Government-wide financial statements, 2) Fund financial statements, and 3) Notes fo basic
financial statements. The Government-wide financial statements present an overall picture of
the City's financia! position and results of operations. The fund financial statements present
financial information for the City’'s major funds. The notes to basic financial statements provide
additional information concerning the City's finances that are not otherwise disclosed in the
Government-wide or fund financial statements.

Government-wide Financial Statements

The Government-wide financial statements include the statement of net assets and statement of
activities. These statements are designed to provide readers with a broad overview of the City’s
financial position, in @ manner similar to that of private-sector companies Emphasis is placed
on the net assets of governmental activities and business-type activities, as well as the change
in net assets. Governmental activities are primarily supported by gross receipts taxes, utility
taxes and franchise fees, and state shared revenues, while business-type activities are
supported by charges to the users of those particular activities, such as water and sewer

charges.

The statement of net assets presents information on all assets and liabilities of the City, with the
difference between the two reported as net assets. Assets, liabilities and net assets are reported
separately for governmental activities and business-type activities. Increases or decreases in
net assets over time may serve as a useful indicator of the City’s improving or declining financial

position.



The statement of activities presents information on alf revenues and expenditures of the City
and the change in net assets for the fiscai year Ali changes in net assets are reporied as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenditures are reported in the statement of activities for some
items that will only result in cash flows in future fiscal periods (e g , uncollected fees and earned,

but unused vacation/sick leave).

Expenditures are reported by major function, along with program revenues relating to those
functions, providing the net cost of all functions provided by the City. In order to better
understand the City’s operations, governmental activities expenditures include among others,
general government services, public safety, highways and streets, sanitation, and culture and
recreation. Business-type activities expenses, which are financed by user fees and charges, '
include water and sewer services.

Fund Financial Statements

A fund is a grouping of refated accounts that is used to maintain control over resources that
have been segregated for specific purposes or objectives Individual funds have been
established by the City to account for revenues that are restricted to certain uses, or to comply
with legal requirements The major categories of funds found in the City’s fund financial
statements include: governmental funds and proprietary funds.

Fund financial statements provide financial information for the City's major funds and more
detailed information about the City’s activities. Governmenta! fund financial statements provide
information on the current assets and liabilities of the funds, changes in current financial
resources (revenues and expenditures), and current available resources. The proprietary funds
financial statements provide information on all assets and liabilities of the funds, changes in the
economic resources {revenues and expenses), and total economic resources.

Fund financial statements for all governmental funds include a bafance sheet and a statement of
revenues, expenditures, and changes in fund balances The City's General Fund includes a
statement of revenues, expenditures, and changes in fund balances-budget and actual. For the
proprietary funds, a statement of net assets, a statement of revenues, expenses, and changes
in fund net assets, and a statement of cash flows are presented

The government-wide financial statements and the fund financial statements provide different
presentations of the City's financial position. Categorized by Governmental Activities and
Business-type Activities, the government-wide financial statements provide an overall picture of
the City’s financial standing. These statements, which are comparable to private-sector
companies, provide a good understanding of the City’s overall financial health and present the
means used to pay for various activities, or functions provided by the City. All assets of the City,
including buildings, land, and infrastructure are reported in the statement of net assets, as well
as all liabilities, including outstanding principal on bonds, capital leases, and future employee
benefits obligated but not yet paid by the City The stafement of activities includes depreciation
on all long lived assets of the City, but all transactions between different functions of the City
have been eliminated to avoid “doubling up” the revenues and expenditures. The fund financial
statements provide a presentation of the City’s major funds, along with a column for all non-
major funds, if necessary. In the case of governmental activities, outlays for long lived assets
are reported as expenditures and long-term liabilities, such as revenue bonds, are not included
in the fund financial statements. To facilitate a comparison between the fund financial
statements and the government-wide financial statements, a reconciliation is provided.

The notes fo basic financial statements provide additional detail conceming the financial
activities and financial balances of the City. Additional information about the accounting



practices of the City, investments of the City, and long-term debt are just a few of the items
inciuded in the notes to basic financiai statements.

Financial Analysis of the City

The following schedule provides a summary of the assets, liabilities and net assets of the City at
September 30, 2005 The City is able to report positive balances in all three categories of net
assets, both for the government as a whole, as well as for its governmental and business-type

activities.
City of Parker, Florida

Net Asseis
Governmental Business-type
Activities Activities Total

Current and other assets $ 888,171 $ 3,440,818 $ 4,328,989
Capital assets 1,835,704 1,821,382 3,757,086
Total assets 2,723,875 5,362,200 8,086,075
Current liabilities 147,568 315,494 463,062
Non-current liabilities 49 573 250,004 299,577
Total liabilities 197,141 565,498 762,639

Net assets invested in capital assets,
net of related debt 1,835,704 1,921,382 3,757,086
Net assets — unrestricted 691,030 2,875,320 3,566,350
Total net assels 3 2526734 4,796,702 $ 7,323436

Investment in capital assets (e.g., land, buildings, and equipment), net of any related
outstanding debt used to acquire those assets, represents the City's largest portion of net
assets (51 percent). These capital assets are utilized to provide services to citizens;
consequently, these assets are not available for future spending. It should be noted, that the
City's investment in its capital assets is not encumbered by any debt.

The balance of unrestricted net assets ($3,566,350), representing 49 percent of the City’s net
assets, may be used to help meet the government's ongoing obligations to citizens and
creditors.

The following schedule provides a summary of the changes in net assets for the year ended

September 30, 2005
City of Parker, Florida
Changes in Net Assets

Governmental Business-Type

Activities Activities Total
Program revenues
Charges for services 3 330,757 % 1,561,569 $ 1,892,326
Operating grants/contributions 600,163 - 600,163



Governmental Business-Type

Activities Activities Total
Program revenues
Capital grants/contributions $ 14,316 $ - % 14,316
General revenues
Utility taxes/franchise fees 590,458 - 590,458
Taxes 639,858 - 639,858
Interest and other 238,323 89,943 328,266
Total revenues . 2,413,875 1,651,512 4 065,387
Expenses
General government 908,036 - 908,036
Public safety 742,259 - 742,259
Code enforcement 38,588 - 36,588
Sanitation 208,663 - 208,563
Highways and streets 273,810 - 273,810
Maintenance 56,340 - 56,340
Parks and recreation 108,969 - 106,869
Water and sewer - 1,198,171 1,198,171
Total expenses 2,332,565 1,198,171 3,530,736
Increase in net assets $ 81,310 % 453341 $ 534,651

Governmental activities revenues exceeded expenses by $81,310, while business-type
activities revenues exceeded expenses by $453,341. Total revenues increased $371,954 over

the previous year.

26% of the revenues for governmental activities were generated by operating
grants/contributions, 25% by utility taxes and franchise fees, and 27% by tax revenues,
including gas tax, % cent sales tax and communications tax. Most of the governmental
resources were expended for general government (39%), public safety (32%), and highways
and streets (12%) activities. '

Charges for services provide 95% of the revenues for business-type activities
Financial Analysis of the City’s Funds
Governmental Funds

General Fund

The main operating fund of the City is the General Fund. As of September 30, 2005, total assets
were $1,157,501 and total liabilities were $466,471. At the end of fiscal year 2005, unreserved
fund balance of the general fund was $630,077, while total fund balance was $691,030.

General fund’s budget was amended during the year to reflect increases in revenue and the
corresponding increases in expenditures which resulted from the increase in available funds.
Actual revenues exceeded budget revenues by $37,928 Actual expenditures were less than
budgeted expenditures by the amount of $175,142



Proprietary Funds

The City’s proprietary fund provides the same type of information found in the government-wide
financial statements, but in greater detail. The proprietary fund is reported as a major fund.

Unrestricted net assets of the proprietary fund at the end of the year were $2,875,320
The Utility Fund is used to account for the operations of the City's water and sewer systems.

Capital Assets Activity

The following schedule provides a summary of the City’s capital assets activity. The City’s total
investment in capital assets for both its governmental and business-type activities as of
September 30, 2005, was $3,757,086 (net of accumulated depreciation). This investment in
capital assets includes land, buildings, improvements, machinery and equipment

Capital Assets
(net of depreciation)
September 30, 2005

Governmental Business-type

Activities Activities Total
Land $ 500,524 % - % 500,524
Buildings and improvements 176,465 - 176,465
Improvements other than buildings 751,523 1,755,275 2,506,798
Machinery and equipment 407,192 7 166,107 573,289
Total $ 1,835,704 $ 1,021,382 $ 3,757,086

Additional information on the City’s capital assets can be found in Note 7 — Capital Assets, of
the notes to the basic financial statements

This report was prepared by the City’s finance department. Questions concerning this report or
requests for additional information should be addressed fo City of Parker, 1001 West Park
Street, Parker, Florida 32404, attention Brenda Hendricks, Mayor.



City of Parker, Florida
Statement of Net Assets
September 30, 2005

Primary Government

Governmental Business-type

Activities Activities Total
Assets
Current assets
Cash and cash equivalents $ 776629 § 2,124,095 § 2,900,724
Accounts receivable {net of allowance
for doubiful accounts) 18,130 180,270 198,400
Accrued revenue receivable 177,579 - 177,579
Grants receivable 124,210 - 124,210
Internal balances (269,330) 269,330 -
Inventory 6,173 - 6,173
Prepaid expenses 54,780 25,758 80,538
Investment in joint veniure - 54,344 54,344
Restricted assets
Cash and cash equivalents - 787,021 787,021
Total current assets 888,171 3,440,818 4,328,989
Noncurrent assets
Capital assets (not being depreciated) 500,524 - 500,524
Capital assets {net of accumulated depreciation) 1,335,180 1,821,382 3,256,562
Total noncurrent assets 1,835,704 1,921,382 3,757,086
Total assets 2,723,875 5,362,200 8,086,075
Liabilities
Current liabilities
Accounts payable 89,357 89,043 168,400
Accrued expenses 39,111 3,166 42 277
Deferred revenue 19,100 - 19,100
Due to joint venture - 213,285 213,285
Total current liabilities 147,568 315,494 463,062
Noncurrent liabilities
Accrued compensated absences 49,573 9,825 59,398
Customer deposits - 240179 240,179
Total noncurrent liabilities 49,573 250,004 299 577
Total liabilities 197,141 565,498 762,639
Net assets
Invested in capital assets {net of related debt) 1,835,704 1,821,382 3,757,086
Unrestricted 691,030 2,875,320 3,566,350

Total net assets

$ 2526734 %

4,796,702 §

7,323,436

See accompanying notes
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City of Parker, Florida
Balance Sheet
Governmental Fund
September 30, 2005

General
Fund
Assets
Cash and cash equivalents $ 776,629
Accrued revenue receivable 177,579
Grants receivable 124,210
Accounts receivable 18,130
inventory 8,173
Prepaid expenses 54,780
Total assets 1,157,501
Liabilities and fund balance
Lizbilities
Accounts payable 89,357
Accrued expenses 39,111
Due to other funds 269,330
Deferred revenue 12,100
Accrued compensated absences 49,573
Total liabilities 466,471
Fund balance
Reserved for
Prepaids 54,780
Inventory 6,173
Unreserved, reported in
General fund 830,077
Total fund balance 621,630
Amounts reported for governmental activities in the statement
of net assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 1,835,704
Net assets of governmental activities $ 2526734

See accompanying notes
10



City of Parker, Florida

Statement of Revenues, Expenditures, and Changes in Fund Baiance

Governmental Fund
Year Ended September 30, 2005

General
Fund
Revenues
Taxes
Utility $ 324,302
Franchise fees 266,156
Communications tax 142,960
l.ocal option gas tax 133,962
Intergovernmental 531,659
Licenses and permits 59,278
Charges for services 229,479
Fines and forfeitures 62,646
Rents 3,470
Interest 22,506
Other fees and miscellangous 29,340
Total revenues 1,805,758
Expenditures
Current
General government 840,574
Public safety 682,044
Code enforcement 36,588
Sanitation 192,180
Highways and streets 252,684
Maintenance 25,335
Parks and recreation 79,459
Capital outlay
General government 842
Public safety 159,834
Highways and sireets 179,359
Maintenance 2,005
Parks and recreation 878
Total expendituras 2,451,892
Excess (deficit) of revenues over (under) expenditures (646,134)
Other financing sources {uses)
Grants 604,574
Park contributions 3,543
Total other financing sources {uses) 608,117
Net change in fund balance (38,017}
Fund balance - beginning 729,047
Fund balance - ending $ 691,030

See accompanying notes
11



City of Parker, Florida

Reconciiiation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of Governmental

Funds to the Statement of Activities

Year Ended September 30, 2005

Amounts reported for governmental activities in the statement of activities (page 9) are
different hecause:

Net change in fund balance - total governmental funds (page 11) 3 (38,017}

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the costs of these assets are allocated over their
estimated useful lives and reporied as depreciation expense This is the
amount by which capital outlays exceeded depreciation in the current period. 119,327

Change in net assets of governmental activities (page 9) $ 81,310

See accompanying notes
12



City of Parker, Florida

Statement of Revenues, Expenditures, and Changes in Fund Baiance
Budget and Actual - General Fund

Year Ended September 30, 2005

Variance with

Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts {Negative)
Revenues
Taxes
Utility $ 261,000 § 3249800 § 324302 % {598}
Franchise fees 248,000 267,000 266,156 (844)
Communications tax 132,000 143,000 142,960 (40)
Local option gas tax 127,000 134,000 133,962 (38)
Intergovernmental 508,339 533,000 531,659 (1,341)
Licenses and permits 38,100 58,900 59,278 378
Charges for services 220,124 228,530 229,479 949
Fines and forfeitures 43,000 45,000 62,646 17,646
Rents 3,000 3,500 3,470 (30}
Iinterest 12,000 23,000 22,506 {494}
Other fees and miscellaneous 7,000 7,000 29,340 22,340
Total revenues 1,599 563 1,767,830 1,805,758 37,928
Expenditures
Current
General government 261,437 897,925 841,416 56,509
Public safety 784,599 886,374 841,978 44,396
Code enforcement 34,355 38,400 36,588 1,812
Sanitation 195,791 220,800 182,190 28,610
Highways and sfreets 1,707,822 452,630 432,043 20,587
Maintenance 30,720 32,455 27,340 5,115
Parks and recreation 136,257 98,450 80,337 18,113
Total current 3,150,981 2,627,034 2,451,892 175,142
Excess (deficiency) of revenues over
{under) expenditures {1,551,418) {859,204) (646,134) 213,070
Other financing sources (uses)
Grants 762,225 684,300 804,574 (79,726)
Park contributions 6,500 3,500 3,543 43
Total other financing sources (uses) 768,725 687,800 608,117 (79,683)
Net change in fund balance (782,693) (171,404) (38,017) 133,387
Fund balance - beginning 729,047 729,047 729,047 -
Fund Balance - ending $ (53646) $ 557643 3 691,030 § 133,387

See accompanying notes
13



Business-type Activities/Enterprise Fund

City of Parker, Florida

Statemeant of Net Ascels

Proprietary Fund
September 30, 2005

Utility Fund
Assets
Current assets
Cash and cash equivalents $ 2,124,095
Accounts receivable (net of allowance for doubtfut accounts) 180,270
Due from other funds 269,330
Prepaid expenses 25,758
Investment in joint venture 54,344
Restricted assets:
Cash-customer deposits 260,524
Cash-repair and replacement 478,246
Cash-revenue bond current debt service 48,251
Total current asseis 3,440,818
Noncurrent assets
Capital assets
Property, plant and equipment 3,597,881
Less accumulated depreciation (1,676,489)
Total noncurrent assets 1,921,382
Total asseis 5,362,200
Liabilities
Current liabilities
Accounts payable 99,043
Accrued expenses 3,166
Due to other funds -
Due to joint venture 213,285
Total current liabilities 315,494
Noncurrent liabilities
Accrued compensated absences 9,825
Customer deposits 240,179
Total noncurrent liabilities 250,004
Total liabilities 565,498
Net assets
Invested in capital assets (net of related debt) 1,921,382
Unrestricted 2,875,320
Total net assets $ 4,796,702

See accompanying notes
14



City of Parker, Florida

Statement of Revenues, Expenses and Changes in Net Asseis
Proprietary Fund

Year Ended September 30, 2005

Business-type Activities/Enterprise Fund

Utility Fund
Operating revenues
Charges for services
Water and sewer charges $ 1,444,336
Connection, reset and reacfivation fees 16,983
Late fees 39,475
Tap fees 6,675
Impact fees 28,840
Qther utility income 25,261
Total operating revenues 1,561,570
Operating expenses
Personal services 293,193
Communications 4,995
Contractual services 4,928
Cost of water and sewer 360,466
Debt service charges 481,334
Depreciation 173,675
Fuel and lubricants 12,256
Insurance 22,759
Office supplies 14,904
Operating supplies 5,208
QOther current charges 6,194
Postage 7,738
Printing and binding 2,445
Professional services 69,835
Promotional activities 2,022
Public utility services 18,424
Rentals 4616
Repairs and maintenance 128,450
Road materials and supplies 6,569
Travel and per diem 13,155
Uniforms 2,988
Total operating expenses , 1,636,152
Net operating income {loss) (74,582)
Nonoperating revenues (expenses)
Interest income 89,943
Income from joint veniure 437,980
Total nonoperating revenues (expenses) 527,923
Change in net assets 453,341
Total net assets - beginning 4,343,361
Total net assets - ending $ 4,798,702

See accompanying notes
15



City of Parker, Florida

Statement of Cash Fiows
Proprietary Fund

Year Ended September 30, 2005

Business-type Activities/Enterprise Fund

Utility Fund
Operating activities
Receipts from customers and users $ 1,573,948
Payments to suppliers (1,168,968)
Payments fo employees (290,014}
Net cash provided by operating activities 116,964
Capital and related financing activities
Payments from general fund (339,626}
Purchase of capital asseis (45,410)
Net cash used by capital and related financing activities (385,036)
Investing activities
Note payments to joint venture (34,661)
Distributions from joint venture 100,380
Interest received 89,943
Net cash provided by investing activities 155,642
Net increase (decrease) in cash and cash equivalents (112,430)
Cash and cash equivalents - beginning 3,023,546
Cash and cash equivalents - ending $ 2911116
Classified as
Current assets - cash and cash eguivalents $ 2,124,095
Restricted assets - cash and cash equivalents 787,021
$ 2,911,116
{Continued)}

See accompanying noles
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City of Parker, Florida

Statement of Cash Flows
Proprietary Fund (Continued)
Year Ended September 30, 2005

Business-type Activities/Enterprise Fund

Utility Fund

Reconciliation of net operating income {loss) to net cash
provided {used) by operating activities
Net operating income (loss) $ (74.582)
Adjustments to reconcile operating income to net cash
provided by operating activities

Bepreciation 173,675
{Increase) decrease in assets
Accounts receivable 11,604
Prepaid expenses (4,183)
increase (decrease) in liabilities
Accounts payable 10,105
Accrued expenses (8,238)
Accrued compensaied absences (3,179)
Customer deposits 11,762
Total adjustments 191,546
Net cash provided by operating activities $ 116,964

See accompanying notes
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Parker (the City) have been prepared in conformity with
United States generally accepted accounting principles (GAAP) as applied to governmental units
promuigated by the Governmental Accounting Standards Board (GASB).

This summary of the City's significant accounting policies is presented to assist the reader in
interpreting the financial statements and other data in this report These policies are considered
essential and should be read in conjunction with the accompanying financial statements.

Reporting Entity

The City of Parker, incorporated pursuant to Laws of Florida, 1951, Chapter 27685, Section 5, is a
political subdivision of the State of Fiorida and is located in Bay County. It operates under a
Council/Manager form of government and provides the following services as authorized by its
charter: public safety (police and fire), highways and streets, health, culture and recreation, public
improvements, planning and zoning, and general administrative services, and water and sewer

utilities.
Measurement Focus and Basis of Accounting
The basic financial statements of the City are composed of the following:

Government-wide financial statements
Fund financial statements
Notes to financial statements

Government-wide Financial Statements

Government-wide financial statements display information about the reporting government as a
whole, except for its fiduciary activities. These statements include separate columns for the
governmental and business-type activities of the primary government For the most part, the effect
of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely, to a significant extent, on fees and charges for support.

Government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements Under
the accrual basis of accounting, revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like fransactions are recognized when the exchange takes place.
Revenues, expenses, gains, losses, assets and labilities resulting from nonexchange fransactions
are recognized in accordance with the requirements of GASB Statement 33 — Accounting and
Financial Reporting for Nonexchange Transactions.

Program revenues include charges for services, special assessments, and payments made by
parties outside of the reporting government’s citizenry if that money is restricted to a particular
program. Program revenues are netted with program expenses in the statement of activities to
present the net cost of each program.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial
statements, rather than reported as expenditures Proceeds of long-term debt are recorded as
liabilities in the government-wide financial statements, rather than as other financing sources.
Amounts paid to reduce long-term indebtedness of the reporting government are reported as
reductions of the related liabilities, rather than as expenditures.

As a general rule, the effects of interfund activity have been eliminated from the government-wide
financial statements. The City chooses to eliminate the indirect cosis between governmental
activities to avoid duplicating revenues and expenditures.

Fund Financial Statements

The underlying accounting system of the City is organized and operated on the basis of separate
funds, each of which is considered to be a separate accounting entity. The operations of each fund
are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues and expenditures or expenses, as appropriate. Governmental resources are
allocated to and accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled.

Fund financial statements for the primary government's governmental and proprietary funds are
presented after the government-wide financial statements. These statements display information
about major funds individually and nonmajor funds in the aggregate for governmental and

enterprise funds.
Governmental Funds

Governmental fund financial statements are reported using the current financial resources
measurement focus and 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 collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, 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 the accrual basis of accounting Franchise fees, licenses, sales taxes, gas
taxes, operating and capital grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. All other revenue items are considered to be measurable only when cash is received

by the City

Under the current financial resources measurement focus, only current assets and current liabilities
are generally included on the balance sheet The reported fund balance is considered to be a
measure of “available spendable resources.” Governmental funds operating statements present
increases (revenues and other financing sources) and decreases (expenditures and other
financing uses) in net current assets

Accordingly, they are said to present a summary of sources and uses of available spendable
resources during a period.
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City of Parker, Florida

Notes fo Basic Financial Statemenis

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Because of their spending measurement focus, expenditure recognition for governmental fund
types excludes amounts represented by noncurrent liabilities. Since they do not affect net current
assets, such long-term amounts are not recognized as governmental fund type expenditures or
fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the year that
resources are expended, rather than as fund assets. The proceeds of long-term debt are recorded
as an "other financing source" rather than as a fund liability.

Proprietary Funds

The City's enterprise funds are proprietary funds. In the fund financial statements, proprietary
funds are presented using the accrual basis of accounting. Revenues are recognized when they
are earned and expenses are recognized when the related goods or services are delivered. In
the fund financial statements, proprietary funds are presented using the economic resources
measurement focus This means that all assets and ali liabilities (whether current or noncurrent)
associated with their activity are included on their balance sheets. Proprietary fund type
operating statements present increases (revenues) and decreases {(expenses) in total net
assets The Commission applies all GASB pronouncements as well as all FASB Statements and
Interpretations, APB Opinions and Accounting Research Bulletins, issued on or before November
30, 1889, which do not contradict GASB pronouncements.

Proprietary funds distinguish operafing revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the City's enterprise funds are charges to customers for sales and services,
The City also recognizes as operating revenue the portion of tap fees intended to recover the cost
of connecting new customers to the system. Operating expenses for enterprise funds include the
cost of sales and services, administrative expenses, and depreciation on capital assefs. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and

expenses.

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

Amounts paid to acquire capital assets are capitalized as assets in the fund financial statements,
rather than reported as expenditures. Proceeds of long-term debt are recorded as a liability in the
fund financial statements, rather than an "other financing” source. Amounts paid to reduce long-
term indebtedness are reported as a reduction of the related liabilities, rather than as an expense.

Basis of Presentation

GASB Statement 34 sets forth minimum criteria (percentage of the assets, liabilities, revenues or
expenditures/expenses of either fund category or the governmental and enterprise combined) for
the determination of major funds The City has used GASB Statement 34 minimum criteria for
major fund determination to determine which funds are required to be reported as major funds.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Governmental Major Funds

General Fund - The general fund is the general operating fund of the City. It is used fo account for
all activities of the general government except those required fo be accounted for in another fund.

Proprietary Major Funds

Utility Fund - The utility fund is used to account for operations and activities related to the water and
sewer system within the City.

Noncurrent Governmental Assets/Liabilities

GASB Statement 34 requires noncurrent governmental assetfs, such as land, buildings and
equipment, and noncurrent governmental liabilities, such as general obligation bonds and capital
ieases, to be reported in the governmental activities column in the government-wide statement of
net assets

Budgels

Annual budgets are legally adopted for all governmental funds and all proprietary funds.
Budgets are prepared and adopted on a basis of accounting consistent with U.S. generally
accepted accounting principles. All annual appropriations lapse at fiscal year end.

Florida Statutes provide that it is unlawful to make expenditures that exceed the total amount
budgeted for each fund. Chapter 129, Florida Statutes, governs the manner in which the budget
may be legally amended once it has been approved Therefore, the fund level is the ilegal level of
control for budget considerations according to Florida Statute,

The City budgets expenditures at the department level Only the City Council can approve budget
amendments that change the total approved budget appropriation of an individual department.
Department managers can transfer appropriations within the deparimental budget, but cannot
change the total appropriation of an individual department without the approval of the City Councit.

if, during the fiscal year, additional revenue becomes available for appropriations in excess of
those estimated in the budget, the Council by resolution may make supplemental appropriations for
the year up to the amount of such excess. During the current fiscal year, various supplemental
appropriations were approved by the Council in accordance with Florida Statutes.

Budgetary data presented in the accompanying basic financial statements in the final budgeted
amounts column represents the final budgetary data. In this column the effects of budget
amendments have been applied to original budgetary data.

Encumbrances

Encumbrance accounting is not utilized as an extension of the formal budgetary process in the
governmental funds. Therefore, no provision for encumbrances has been made.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Cash and Cash Equivalents

The City considers cash, demand deposits, certificates of deposit with maturities of up to one year,
and all highly liquid investments (including restricted assets) with an original maturity of three
months or less when purchased to be cash equivalents

Accounts Receivable

All receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is expected to be uncollectible.

Due To/From Other Funds

Activity between funds that are representative of lending/borrowing arrangemenis outstanding at
the end of the fiscal year are referred to as either “due to/from other funds® (i e., the current portion
of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund
loans). All other outstanding balances between funds are reported as “due toffrom other funds.”
Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal balances ”

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other
charges between the government’s water and sewer function and various other functions of the
government Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

inventory

Inventory is valued using the first-in, first-out method. The purchase method is used to account for
inventories. Reported inventories are offset by a fund balance reserve, which indicates they are
unavailable for appropriation even though they are a component of reported assets. Inventory in
the general fund consists of motor fuel held for consumption.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e g. roads,
bridges, infrastructure, water and sewer distribution systems and similar items), are reported in the
applicable governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of $750
or more and an estimated useful life in excess of one year The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend its useful life are not
capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed,
Interest incurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital assets are stated at cost, except for contributed assets, which are recorded at fair market
value on the date received Depreciation is provided using the straight-ine method over the
estimated useful lives of the related assets. Estimated useful lives are as follows:

Buildings 20-50 Years
Water and sewer system 40 Years
Improvements 10-40 Years
Machinery and equipment 5-10 Years
Infrastructure 10-50 Years

Accumulated Vacation and Sick l.eave

The City allows its employees to accumulate and carry over to the next year up to 240 hours of
vacation which is payable upon termination of employment if unused.

Sick leave is earned for each month of employment and is cumulative; however employees do not
vest in unused sick leave.

Restricted Assels

Certain assets of the various funds are required by resolutions and ordinances to be set aside
and used for specific purposes; thus, they are not available to be used for general operations.
When both restricted and unrestricted resources are available for use it is the government's
policy to use restricted resources first, then unrestricted resources as they are needed.

Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures Accordingly, actual results could differ significantly from those estimates,

NOTE 2 - RECONCILIATION OF GOVERNEMENT-WIDE AND FUND FINANCIAL
STATEMENTS

Explanation of certain differences befween the governmental funds balance sheet and the
government-wide statement of net assets:

The governmental funds balance sheet includes a reconcifiation between fund balance - total
governmental funds and net assels - governmental activities as reported in the government-wide
statement of net assets. One element of that reconciliation explains, "capital assets used in
governmental activities are not financial resources and, therefore, are not reported in the funds.”
The details of this-$177 16,379 difference are as follows:

{
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 2 —~ RECONCILIATION OF GOVERNEMENT-WIDE AND FUND FINANCIAL
STATEMENTS (CONTINUED)

Cost of capital assets 3 3,901,883
Less: accumulated depreciation (2,066,179)

Net adjustment to increase fund balance — fotal governmentaf
funds to arrive at net assets — governmental activities $ 1,835,704

The governmental funds statement of revenues, expenditures, and changes in fund balances
includes reconciliation between net changes in fund balances - total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement of
activities One element of that reconciliation explains, "governmental funds report capital outlays as
expenditures However, in the statement of activities the cost of these assets are allocated over
their estimated useful lives and reported as depreciation expense.” The details of this difference
are as follows:

Capital outlay 3 343,018
Depreciation expense (223,691)

Net adjustment to increase net change in fund balance - total
govemmental funds to arrive at changes in nef assefs
of governmental activities $ 119,327

NOTE 3 - BUDGETS

The City adopts budgets on a basis consistent with United States generally accepted accounting
principles (GAAP).

NOTE 4 - DEPOSITS AND INVESTMENTS

Deposits Policies

All cash resources of the City are placed in banks that qualify as public depositories, as required
by law (Florida Security for Public Deposits Act). Every qualified public depository is required by
this law to deposit with the State Treasurer eligible collateral equal to, or in excess of, an
amount fo be determined by the State Treasurer. The State Treasurer is required by this law to
ensure that the City’s funds are entirely collateralized throughout the fiscal year. [n the event of
failure by a qualified public depository, losses, in excess of federal depository insurance and
proceeds from the sale of the securities pledged by the defaulting depository, are assessed against
the other qualified public depositories of the same type as the depository in default. When other
qualified public depositories are assessed additional amounts, they are assessed on a pro-rata
basis

The City’s cash and cash equivalents inciude cash onh hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 4 — DEPOSITS AND INVESTMENTS (CONTINUED)
Investment Policies
Florida Statutes, Section 218 415, authorizes the City to invest surplus funds in the following:

The Local Government Surplus Funds Trust Fund (State Board of Administration) or any
intergovernmental investment pool authorized pursuant to the Florida Interlocal Cooperation Act
as provided in s, 163.01.

Securities and Exchange Commission registered money market funds with the highest credit
quality rating from a nationally recognized rating agency

nterest — bearing time deposits or savings accounts in state-certified qualified public
depositories as defined in s. 280 02

Direct obligations of the United States Treasury
Federal agencies and instrumentalities.

Securities of, or other interests in, any open-end or closed-end management-type investment
company or investment trust registered under the Investment Company Act of 1940, 15 U S.C.
ss. 80a-1 et. seq., as amended from time to time, provided that the portfolio of such investment
company or investment trust is limited to obligations of the United States Government or any
agency or instrumentality thereof and fo repurchase agreements fully collateralized by such
United States Government obligations, and provided that such investment company or
investment trust takes delivery of such collateral either directly or through an authorized
custodian.

There were no investments at September 30, 2005.
Interest Rate Risks

At September 30, 2005, the City did not hoid any investments that were considered to be an
interest rate risk

Credit Risks

At September 30, 2005, the City did not hold any investments that were considered to be a credit
risk :

Cusftodial Risks

At September 30, 2005, the City did not hold any deposits or investments that were considered to
be a custodial risk.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 4 — DEPOSITS AND INVESTMENTS (CONTINUED)

Concentration of Credit Risk

As September 30, 2005, the City did not hold any investments that were considered to be a
concentration of credit risk.

NOTE 5 - ACCOUNTS RECEIVABLE

At September 30, 2005, accounts receivable in the governmental funds is summarized as follows:

Total accounts receivable $ 18,130
Less: allowance for doubtful accounts -

Net accounts receivable $ 18,130

At September 30, 2005, accounts receivable in the proprietary funds is summarized as follows:

Billed accounts receivable $ 180,270
Less: allowance for doubtful accounts -

Net accounts receivable ' $ 180,270

NOTE 6 —INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The composition of interfund balances as of September 30, 2005 is as follows:

Due to f from oth.er funds:

Payable Fund Receivable Fund Amount

General Utility $ 269,330

The general fund owed the utility fund $127,115 for operating advances and $142,215 for
equipment loans.
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 7 — CAPITAL ASSETS

Changes in capital assets of the governmental activities funds are summarized as follows:

September 30, _ September 30,
2004 Increases Decreases 2005
Capital assets, not being depreciated
Land $ 500,524 % - $ - % 500,524
Total capital assets, not being
depreciated 500,524 - - 500,524
Capital assets, being depreciated
Buildings and improvements 541,449 - - 541,449
Improvements other than buildings 1,106,498 169,740 - 1,276,238
Machinery and equipment 1,583,101 173,277 172,706 1,583,672
Total capital assets, being
depreciated 3,231,048 343,017 172,706 3,401,359
Less accumulated depreciation
Buiidings and improvementis 346,934 18,050 - 364,984
Improvements other than buildings 487,103 37,613 - 524,716
Machinery and equipment 1,181,156 166,298 170,975 1,176,479
Total accumulated depreciation 2,015,183 221,961 170,875 2,066,179
Total capital assets; being
depreciated 1,215,855 121,056 1,731 1,335,180
_\\‘
Total governmental activities' capital
assets (net of accumulated
depreciation) $ 1,716379%$121056 $ 1,731 $ 1,835704

The following schedule summarizes the capital assets of the City’s business—typemactivities at
September 30, 2005;

Water system $ 859,825
Sewer system 1,812,312
Machinery and eguipment 825,744

Total 3,597,881
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NOTE 7 — CAPITAL ASSETS (CONTINUED)

Less: accumulated depreciation

City of Parker, Florida

Notes to Basic Financial Statements

Water system $ 705,508
Sewer system 377,407
Machinery and equipment 503,584

1,676,499

Total accumulated depreciation

Total business-type activities' capital assets (net of accumulated depreciation)  $

1,921,382

Changes in capital assets of the business-type activities funds are summarized as follows:

September 30, September 30,
. 2004 - Increases Decreases 2005
Capital assets, being depreciated
Water system $ 859825 % -3 - $ 859,825
Sewer system 1,912,312 - . 1,912,312
Machinery and equipment 794,406 45,410 14,072 . 825744
Total capital assets, being
depreciated 3,566,543 45,410 14,072 - 3,697,881
Less accumulated depreciation
Water system 684,624 20,884 705,508
Sewer system 332,238 45,169 - - 377,407
Machinery and eguipment 500,034 107,622 14,072 583,584
Total accumulated depreciation ] 1,516,896 173,675 14,072 1,676,499
Total business-type activities’
capital assets (net of N
accumulated depreciation) $ 2,049,647 $ (128,265 % - $ 1,021,382

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

Governmental activities
General government
Public safety
Sanitation
Highways and streets
Maintenance
Cuiture and recreation

$ 67,462
59,040
16,373
21,125
30,451
27,510

Total depreciation expense — governmental activities 3

221,961




City of Parker, Florida
Notes {o Basic Financial Statements

NOTE 7 — CAPITAL ASSETS (CONTINUED)

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

Business-type activiies

Water system 3 77,523
Sewer system 96,152
Total depreciation expense - business-type activities $ 173,675

NOTE 8 — ACCRUED COMPENSATED ABSENCES
Accrued compensated absences consist of the following at September 30, 2005:

Total
Accrued
Compensated
Absences

General Fund 3 49,573
Utility Fund 9,825

Total $ 59,398

NOTE 9 — FUND BALANCE RESERVATIONS

Reservations of fund balances of governmental funds are created to either (1) satisfy legal
covenants that require that a portion of the fund balance be segregated or (2} identify the portion of
fund balance set aside by the City for contingencies.

The following is a description of reported reserves in governmental activities at September 30,
2005:

General Fund

Reserved for Inventory - This reserve was created to represent the portion of the fund balance that
is not available for expenditures because the City expects to use these resources within the next

budgetary period.

Reserved for Prepaids - This reserve was created to represent that portion of fund balance
expended in advance for the next budgetary period.

Summary

Specific reservations of fund balances are summarized below as of September 30, 2005:
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 9 — FUND BALANCE RESERVATIONS (CONTINUED)

General Fund
Reserved for prepaids $ 54,780
Reserved for inveniory 6,173
Total 3 60,953

NOTE 10 — INVESTMENT IN JOINT VENTURE

The City of Parker, Florida, in alliance with the county of Bay, the cities of Springfield and
Callaway, and the Town of Cedar Grove joined efforts on September 27, 1996 to supply existing
and expanded wastewater treatment and disposal services. The mission of this partnership is
to provide these services in an economical, efficient, and environmentally appropriate manner to
their respective citizenry. This venture, known as the Military Point Advanced Wastewater
Treatment Facility (MPAWTF), has assumed ownership of the existing wastewater treatment
plant and is implementing the initial steps leading to construction of a 7.0 MGD advanced
wastewater treatment facility. The operations of the plant began in July 1999. Costs of the
project were funded through a combination of a State of Florida revolving trust loan and a bond
issue between Bay County, the City of Parker and the joint venture

The joint venture is owned and governed by its owners. The owners are Bay County, the cities
of Parker, Callaway, Springfield, and the Town of Cedar Grove. One owner is selected by the
others to be responsible for operating the System The owner delegated to be the operator is
Bay County, Florida. The operator of the System, in accordance with the interlocal agreement,
prepares the system’s annual budget, sets treatment rates, and collects funds sufficient to pay
debt service; cost of operations and maintenance; renewal and replacement; and any
enhancements to reserves. The results of operations and cash flows are accounted for, in total,
within the financial statements of the joint venture. The City’s interest in equity is reported within
the City's Utility Fund. As of September 30, 2005, the City’s portion of the equity in the venture
was $54,344 Complete financial statements for the joint venture, may be obtained from the
Bay County Utility Services Department at 3410 Transmitter Road, Panama City, Florida
32404.

Condensed financial statements from the joint venture are as follows:

Statement of Net Assets
September 30, 2005
Assets
Current assets % 4,500,227
Noncurrent assets 41,413,780
Total asseis 45 914,007
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 10 — INVESTMENT IN JOINT VENTURE (CONTINUED)

Statement of Net Assets
September 30, 2005
Liabilities
Current liabilities $ 3,120,249
Noncurrent liabilities 34 551,208
Total liabilities 37,671,457
Net assets $ 8,242 550
Statement of Activities
Year Ended September 30, 2005
Operating revenues $ 6419848
Operating expenses 3,853,778
Operating income 2,565,870
Nonoperating revenues (expenses), net 9,209
Net income before distributions toc owners 2,575,079
Distributions to owners (885,131)
Change in net assets 1,689,848
Net assets, beginning of year 6,552 602
Net assets, end of year $ 8,242,550

For the year ended September 30, 2005 the City of Parker had a net income from the joint
venture in the amount of $437,980.

As of September 30, 2005 the joint venture owes the City $100,379 for distributions not yet paid
to owners and the City owes the joint venture $313,664 for fransferred collection system and
segregation line This has been recorded in the Enterprise fund as due from other governments
and due to joint venture.

NOTE 11 — PENSION PLAN
Pian Description and Administration

The City participates in the Florida Retirement System (FRS) which is a multiple-employer; cost-
sharing retirement system established by Chapter 121, Florida Statutes. The Florida Retirement
System Is administered by the Division of Retirement of the State of Florida Department
of Administration. The City's payroll for employees covered by the system for the year ended
September 30, 2005, was $881,665
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City of Parker, Florida

Notes to Basic Financial Statements

NOTE 11 - PENSION PLAN (CONTINUED)

FRS issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by contacting the State of Florida
Department of Management Services, Division of Retirement, Bureau of Research, Education
and Policy, 2639 North Monroe Street, Building C, Tallahassee, Florida 32399-1650.

The system provides vesting of benefits after 6 years of creditable service. Members are eligible
for normal retirement after attaining age 62 or 30 years of service. Generally, membership is
compulsory for all full-time and part-time employees, except for elected City officials who may
elect to not participate in the System. Retirement coverage is employee noncontributory The
employer pays all contributions. The rates, as a percentage of gross eamings, are as follows:

October 1, 2004 July 1, 2005
Through Through
June 30, 2005 September 30, 2005
Regular employees 7.39% 7.83%
Special risk employees 18 53% 18.53%

During the year ended September 30, 2005, the City contributed $101,780 to the system. These
contributions represented 11.5% of covered payroll. -

Three Year Trend Information

Annual Percent of Net
Year Ended Pension APC Pension
September 30, . Cost (APC) Contribution Obligation
2003 72,359 100% -
2004 89,599 100% -
2005 101,780 100% -

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; injuries to employees; and natural disasters. The City purchases
commercial insurance for all risks of loss. Settled claims have not exceeded this commercial

coverage in any of the past three fiscal years.
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INDEPENDENT AUDITORS’ MANAGEMENT LETTER

Honorable Mayor and Members
of the City Commission
City of Parker, Florida

We have audited the financial statements of the City of Parker, Florida (the City), as
of and for the fiscal year ended September 30, 2005, and have issued our report
thereon dated March 6, 2006.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America; Government Auditing Standards issued by the
Comptroller General of the United States;, and OMB Circular A-133, Audits of
Stafes, Local Governments, and Non-Profif Organizations. We have issued our
Independent Auditors’ Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters, Independent Auditors’ Report on Compliance and
Internal Control Over Compliance Applicable to Each Major Federal Program, and
Schedule of Findings and Questioned Costs. Disclosures in those reports and
schedules, dated March 6, 2006, should be considered in conjunction with this
management letfer.

Additionally, our audit was conducted in accordance with Chapter 10 550, Rules of
the Auditor General, which govern the conduct of local governmental entity audits
performed in the state of Florida and require that certain items be addressed in this
lefter.

The Rules of the Auditor General (Section 10.554(1)(h)1.) require that we
address in the management letter whether or not recommendations made in the
preceding annual financial audit report have been followed.

Current Year Recommendations

05-01 Reconciliation of Bank Statements (Prior year f_indinq D4-1)

The bank reconcifiations should be performed as soon as possible after receipt of
the bank statements. During our audit procedures it was discovered that bank
reconciliations were not being performed on all accounts in a timely manner.
When the bank statements are not reconciled then the monthly financial
statements that are reviewed by the Council are not accurate. Adjustments
made in subsequent months to reconcile the bank statements change the
monthly financial statements that have already been reviewed by the Council.
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Management’s response

The bank accounts are all currently reconciled and wiil be reconciled monthly by the 10" of the
month or as soon as practical after the bank statements are received. The Council should
require that monthly financial statements only be prepared after the bank statements are
reconciled so that changes are not made after the Council has reviewed and approved the
monthly financial statements.

05-02 Utility Customer Deposits

The detailed subsidiary utility customer deposit ledger should be reconciled monthly to the
general ledger cash account balance and the general ledger liability account and any
discrepancies discovered should be resolved in a timely manner. During our audit procedures it
was noted that the utility deposits contained errors and regular reconciliations were not
performed

Management’s response

The Customer utility deposits reconciliations will be performed on a timely and regular basis
from now on.

05-03 Utility Accounts Receivable

The detailed utility accounts receivable subsidiary ledger should be reconciled monthly to the
general ledger utility accounts receivable account and any and all discrepancies discovered
should be resolved in a timely manner During our audit procedures if_was noted that the
accounts receivable subsidiary ledger was not reconciled to the general ledger accounts
receivable balance.

Management's response

The utility accounts receivable reconciliations will be performed on a timely and regular basis
from now on.

Status of Prior Year Recommendations

04-01 See Current Year Recommendations 05-01

04-02 Reconciliation of Interfund Accounis

Interfund accounts are now being reconciled timely.

As required by the Rules of the Auditor General (Section 10.554(1)(h)2.), the scope of our audit
included a review of the provisions of Section 218 415, Florida Statutes, regarding the investment
of public funds In connection with our audit, we determined that the City of Parker, Florida
complied with Section 218.415, Florida Statutes.

The Rules of the Auditor General (Section 10.554(1)(h)3) require that we address in the
management letter any findings and recommendations to improve financial management,
accounting procedures, and internal controls. We have addressed those above.

The Rules of the Auditor General (Section 10 554(1)(h)4 ) require disclosure in the management
letter of the following matters if not already addressed in the auditors’ report on compliance and
internal controls or schedule of findings and questioned costs and are not clearly inconsequential:
(1) violations of laws, rules, regulations, and contractual provisions that have occurred, or are likely
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to have occurred; (2) improper or illegal expenditures; (3) improper or inadequate accounting
procedures (e g., the omission of required disciosures from the financiai staiements);{4) faiiures to
properly record financial transactions; and (5) other inaccuracies, shortages, defalcations, or
instances of fraud discovered by, or that came fo the attention of the auditor. Our audit disclosed
no matters reguired to be disclosed

The Ruijes of the Auditor General (Section 10.554(1)(h)5.), also require that the name or official title
and legal authority for the primary government and each component unit of the reporting entity be
disclosed in the management letter, unless disclosed in the notes to the financial statements. The
City was established under a Charter in accordance with the Laws of Florida, 1951, Chapter
27685, sections. There were no component units related fo the City.

As required by the Rufes of the Audifor General (Section 10.554(1)(h)6 a), a statement must be
included as to whether or not the local government entity has met one or more of the conditions
described in Section 218 503(1), Florida Statutes, In connection with our audit, we determined that
the City has not met one or more of the conditions described in Section 218 503(1), Florida

Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6 b), we determined that the
annual financial report for the City for the fiscal year ended September 30, 2005, 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, 2005

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.c and 10 556(7), we
applied financial condition assessment procedures in detecting deteriorating financial conditions,
pursuant to Section 218.39(5), Florida Statutes. No deteriorating financial conditions were noted.

This management letter is intended solely for the information of the City of Parker and
management, and the State of Fiorida Office of the Auditor General, and is not intended to be and
should not be used by anyone other than these specified parties.

Cau.‘, ’?l:?ga.) _5 @Zn—?ﬁ@m), Lot

Panama City, Florida
March 6, 2008
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of the City Commission
City of Parker, Florida

We have audited the financial statements of the governmental activities, the
business-type activities, and each major fund, of the City of Parker, Florida (the
City), as of and for the year ended September 30, 2005, which collectively
comprise the City’'s basic financial statements and have issued our report dated
March 6, 2006, We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Parker's internal
control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinions on the financial statements and not to provide
an opinion on the internal control over financial reporting. Our consideration of the
internal control would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal controf over financial
reporting that we have reporied to management of the City, in a separate letter
dated March 6, 2008

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 grant agreements,
noncompliance with which could have a direct and material effect on the
determination of financial statements amounts. However, providing an opinion on
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Ccmp!ignnn with those pg’Q\!iszns was not an obhiective of our audit and according!y, we do not
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express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the City's management, City
Council, and federal awarding agencies and is not intended to be and should not be used by

anyone other than these specified parties.

Ca,u,, /?Zﬁu ‘c‘-" 52"5/24'»«), Lot

Panama City, Florida
March 8, 2006
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRANM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Mayor and Members
of the City Commission
City of Parker, Florida

Compliance

We have audited the compliance of the City Parker, Florida, with the types
of compliance requirements described in the U. S. Office of Management
and Budget (OMB) Circular A-133 Complfiance Supplement that are
applicable to each of its major federal programs for the year ended
September 30, 2005. The City of Parker, Florida’s major federal programs
are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to
each of its major federal programs is the responsibility of the City of Parker,
Florida’s management. Our responsibility is to express an opinion on the
City of Parker, Florida's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations,
and Chapter 10 550 Rules of the Auditor General Those standards, OMB
Circular A-133, and Chapter 10 550, Rules of the Auditor General require
that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence
about the City of Parker, Florida’s compliance with those requirements and
performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination on the City of
Parker, Florida's compliance with those requirements.

In our opinion, the City of Parker, Florida, complied, in all material respects,

with the requirements referred to above that are applicable to each of its
major federal programs for the year ended September 30, 2005,
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internal Control Over Compliance

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

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

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

Care, /?57?4.; £ &Zm;m),, Lot .,

Panama City, Florida
March 6, 2006
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City of Parker, Florida

PEFE SV B mpe -V PRV < TP U Y S S
uie o1 EXpenuitures o1 rederal Awards

Year Ended September 30, 2005

CFDA Contract/
Federal Awards Programs No. Grant Number Expenditures
U 8. Department of Homeland Security -
Federal Emergency Management Agency
Passed through the State of Florida
Department of Community Affairs
Disaster Relief Funding Agreement 97036 05 PA-@G 01-13-02-617 § 539,341
Disaster Relief Funding Agreement 97.036 086 DN-@G-01-13-02-642 21,917
561,258
U.S. Department of Justice-Gffice of Justice Programs
Bureau of Justice Assistance -
Federal Justice Assistance Grant 16.579 05-CJ-K3-01-13-02-218 14,313
Total expenditures of federal awards 3 575,571

Note:

{1) The Schedule of Expenditures of Federal Awards was prepared on the modified accrual basis of

accounting.
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City of Parker, Florida

PR Y .

rindings and Questioned Costs

Year Ended September 30, 2005

Section | - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued
Internal control over financiat reporting
Material weakness(es) identified?
Reportable condition(s) identified not
considered to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards and State Financial Assistance

Internal control over major programs
Material weakness(es) identified?
Reportable condition(s) identified not

considered to be material weaknesses?

Type of auditor's report issued on compliance
for major programs

Any audit findings disclosed that are required
to be reported in accordance with Section .510(a)
of Circular A-1337

identification of major federal award programs

CFDA Number(s) Name of Federal Program
97 036 Disaster Relief Funding

Dollar threshold used to distinguish between Type A and Type B programs:

Auditee gualified as low-risk auditee?

Section Il - Financial Statement Findings

There were no findings.

Section lll - Federal Awards and State Financial Assistance Findings

There were no findings.
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Unqualified
__yes X _ no
____yes X _ none
reported
___yes X no
—_yes X no
____yes _X_none
reported
Unguaiified
. Yes _X_ no
$300,000

X yes__ no



