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Independent Auditors’ Report

Honorable Mayor and Town Council
Town of Medley, Florida

We have audited the accompanying general purpose financial statements of Town of Medley, Florida, as of and for the
year ended September 30, 2002, as listed in the table of contents. These general purpose financial statements are the
responsibility of Town of Medley, Florida’s management. Our responsibility is to express an opinion on these general
purpose 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 general purpose financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by management, as well as
evaluating the overall general purpose financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial position of Town of Medley, Florida, as of September 30, 2002, and the results of its operations and the cash
flows of'its proprietary fund types 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 November 20, 2002, on our
consideration of the Town of Medley, Florida’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That 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.

Our audit was performed for the purpose of forming an opinion on the general purpose financial statements taken as a
whole. The combining financial statements and account group schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the general purpose financial statements of Town of
Medley, Florida. 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 also not a required part of the general purpose financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the general purpose financial statements taken as a whole.

/s/ Averett, Warmus, Durkee, Bauder and Thompson

November 20, 2002 except for
Note 14, as to which the
date is April 30, 2003



TOWN OF MEDLEY, FLORIDA

COMBINED BALANCE SHEET — ALL FUND TYPES AND ACCOUNT GROUP

ASSETS

Cash and cash equivalents
Investments
Receivables, net
Due from other governments
Due from other funds
Advance to other fund
Prepaid items
Restricted assets:
Cash and cash equivalents
Investments
Property, plant and equipment, net
Other assets — loan costs — net

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

Liabilities:
Accounts payable and
accrued liabilities
Deferred revenue
Due to other funds
Compensated absences
Liabilities payable from
restricted assets:
Utility deposits
Deferred developer fees
Notes payable
Advance from other fund
Total liabilities

Fund Equity:
Contributed capital
Investment in general fixed assets
Retained earnings — unreserved
Fund balance:
Reserved
Unreserved:
Designated
Unreserved/undesignated
Total fund equity

TOTAL LIABILITIES AND
FUND EQUITY

September 30, 2002

Proprietary Account
Governmental Fund Types Fund Type Group
Special General Total

General Revenue Enterprise Fixed (Memoran-
Fund Fund Funds Assets dum Only)
835,567 § 16,960 $ 976,668 § - $ 1,829,195
4,788,229 - 2,465,107 - 7,253,336
289,127 - 355,611 - 644,738
261,359 - - - 261,359
592,669 - 8,058 - 601,327
1,600,000 - - - 1,600,000
72,352 - 6,527 - 78,879
193,246 - 319,223 - 512,469
- - 132,107 - 132,107
- - 15,109,867 4,632,294 19,742,161
- - 13,054 - 13,054
8,032,549 $ 16,960 $ 19,386,822 § 4,632,294 $§ 32,668,625
497,135 $ - S 357,533  $ - S 854,668
124,584 - 148,378 - 272,962
- - 601,327 - 601,327
855,912 - 94,622 - 950,534
- - 315,626 - 315,626
- - 18,212 - 18,212
- - 663,308 - 663,308
- - 1,600,000 - 1,600,000
1,477,631 - 3,799,006 - 5,276,637
- - 8,177,683 - 8,177,683
- - - 4,632,294 4,632,294
- - 7,410,133 - 7,410,133
1,865,598 16,960 - - 1,882,558
2,600,000 - - - 2,600,000
2,689,320 - - - 2,689,320
7,154,918 16,960 15,587,816 4,632,294 27,391,988
8,632,549 $ 16,960 § 19,386,822 § 4,632,294 § 32,668,625

See accompanying notes.

2



TOWN OF MEDLEY, FLORIDA

COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES

Year Ended September 30, 2002

Special Total
Revenue (Memorandum
General Fund Fund Only)
Revenues:
Ad valorem taxes $ 5,524,116 $ - $ 5,524,116
Utility taxes 946,012 - 946,012
Franchise fees 861,893 - 861,893
Intergovernmental 1,023,002 - 1,023,002
Licenses, permits, and fees 448,691 - 448,691
Fines and forfeitures 114,775 - 114,775
Miscellaneous 291,723 896 292,619
Total revenues 9,210,212 896 9,211,108
Expenditures:
Current operating:
General government 3,621,552 - 3,621,552
Public safety 2,439,339 - 2,439,339
Physical environment 582,435 - 582,435
Human services 497,805 - 497,805
Culture and recreation 529,409 751 530,160
Capital outlay 207,930 - 207,930
Total expenditures 7,878,470 751 7,879,221
Excess of Revenues Over Expenditures 1,331,742 145 1,331,887
Other Financing Uses:
Operating transfers-out 13,750 - 13,750
Excess of Revenues Over Expenditures
and Other Financing Uses 1,317,992 145 1,318,137
Fund Balances, Beginning of Year 5,836,926 16,815 5,853,741
Fund Balances, End of Year $ 7,154,918 $ 16,960 $ 7,171,878

See accompanying notes.
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TOWN OF MEDLEY, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE —

BUDGET AND ACTUAL - GENERAL FUND

Year Ended September 30, 2002

Revenues:
Ad valorem taxes
Franchise fees and utility taxes
Intergovernmental
Licenses, permits, and fees
Fines and forfeitures
Miscellaneous

Total revenues

Expenditures:
Current operating:
General government
Public safety
Physical environment
Human services
Culture and recreation
Capital outlay
Total expenditures

Excess (Deficiency) of Revenues Over Expenditures

Other Financing Uses:
Operating transfers-out

Excess (Deficiency) of Revenues Over Expenditures
and Other Financing Uses

Fund Balances, Beginning of Year

Fund Balances, End of Year

$

Variance
Favorable

Budget Actual (Unfavorable)
5,270,000 $ 5,524,116 $ 254,116
1,950,000 1,807,905 (142,095)
85,000 1,023,002 938,002
302,500 448,691 146,191
50,000 114,775 64,775
325,000 291,723 (33,277)
7,982,500 9,210,212 1,227,712
4,022,568 3,621,552 401,016
2,481,500 2,439,339 42,161
572,500 582,435 (9,935)
446,336 497,805 (51,469)
653,000 529,409 123,591
226,800 207,930 18,870
8,402,704 7,878,470 524,234
(420,204) 1,331,742 1,751,946
13,750 13,750 -
(433,954) 1,317,992 1,751,946
5,836,926 5,836,926 -
5,402,972 $ 7,154,918 $ 1,751,946

See accompanying notes.
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TOWN OF MEDLEY, FLORIDA

COMBINED STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN RETAINED EARNINGS — ALL PROPRIETARY FUND TYPES

Year Ended September 30, 2002

Operating Revenues:
User charges
Service and hook-up charges
Miscellaneous
Total operating revenues

Operating Expenses:
Salaries, wages and employee benefits
Contractual services, materials and supplies
Depreciation and amortization
Total operating expenses
Operating Income
Non-Operating Revenues (Expenses):
Grants
Interest income
Interest expense
Total non-operating revenues (expenses)

Income Before Operating Transfers

Operating Transfers:
Operating Transfers-In

Net Income

Add Depreciation on Contributed Assets
Net Increase in Retained Earnings
Retained Earnings, Beginning of Year

Retained Earnings, End of Year

See accompanying notes.

5

Proprietary
Fund Type

Enterprise
Funds

3,533,093
78,425
38,441

3,649,959

916,328
2,087,558
512,149

3,516,035

133,924

343,183
89,021
(125,692)

306,512

440,436

13,750

454,186

248,380

702,566

6,707,567

7,410,133




TOWN OF MEDLEY, FLORIDA

COMBINED STATEMENT OF CASH FLOWS —
ALL PROPRIETARY FUND TYPES

Year Ended September 30, 2002

Cash Flows From Operating Activities:
Operating income

Adjustments to reconcile operating income to net cash provided by operating activities:

Depreciation and amortization
Gain on disposal of assets
Changes in:
Receivables
Prepaid expenses
Accounts payable and accrued liabilities
Compensated absences
Net cash provided by operating activities

Cash Flows From Noncapital Financing Activities:
Increase in liabilities payable from restricted assets
Operating transfers from other funds
Proceeds from state grants
Change in due from/to other funds
Net cash provided by noncapital financing activities

Cash Flows From Capital and Related Financing Activities:
Acquisition of capital assets
Proceeds from insurance claims
Principal reduction on notes payable
Interest paid on notes payable
Net cash used for capital and related financing activities

Cash Flows From Investing Activities:
Redemption of investments
Purchase of investments
Interest income received
Net cash used for investing activities
Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year
Reported in Combined Balance Sheet as Follows:

Current assets
Restricted assets

See accompanying notes.
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Proprietary
Fund Type

Enterprise
Funds

$ 133,924

512,149
(16,842)

11,785
(190)
(39,653)
(10,642)

590,531

9,522
13,750
97,097

366,716

487,085

(520,412)
20,108
(34,087)
(99,819)

(634,210)

1,468,969
(3,208,461)
97,342

(1,642,150)

(1,198,744)

2,494,635

$ 1,295,891

$ 976,668
319,223

$ 1,295,891




TOWN OF MEDLEY, FLORIDA
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS

September 30, 2002

1. Summary of Significant Accounting Policies:

The Town of Medley, Florida, (the “Town”) was incorporated under Chapter 165 of the Florida Statutes. The Town operates under a
Council-Mayor form of government and provides the following services as authorized by its charter: public safety, highways and
streets, sanitation, health and social services, culture, recreation, public works, improvements, planning and zoning, and general
administrative services.

The Town complies with accounting principles generally accepted in the United States of America. The Town’s reporting entity
applies all relevant Governmental Accounting Standards Board (GASB) pronouncements. Pronouncements of the Financial
Accounting Standards Board (FASB) issued after November 30, 1989 are not applied in the preparation of the financial statements of
the proprietary fund types in accordance with GASB Statement No. 20. The accounting and reporting framework and the more
significant accounting principles are discussed in subsequent sections of this note. The remainder of the notes is organized to provide
explanations, including required disclosures, of the Town’s financial activities for the fiscal year ended September 30, 2002.

Financial Reporting Entity

The Town is a Florida municipal corporation with a five-member Town Council comprised of the Mayor and four Councilpersons. As
required by accounting principles generally accepted in the United States of America, these financial statements present the Town (the
primary government) and its component unit, (an entity for which the Town is considered to be financially accountable). Blended
component units, although legally separate entities, are in substance part of the Town’s operations, and the Town Council is its
governing body. Therefore, data from these units are combined with data of the primary government. The Town has no component
units that require discrete presentation. Using the criteria of GASB Statement No. 14, management determined the following
component unit should be blended:

Town of Medley Foundation, Inc.

The Foundation was established by the Town Council who still sits as the Foundation’s Board of Directors. The
Foundation received a 501c(3) classification from the Internal Revenue Service. The Foundation receives donations
from citizens or businesses and uses these funds as determined by the Board of Directors. The Town provides
management and accounting services to the Foundation at no charge. The Foundation does not prepare an annual
budget. The Foundation is accounted for as a special revenue fund in these financial statements.

Basis of Presentation

The financial transactions of the Town are recorded in individual funds and an account group. Each fund is accounted for by providing
a separate set of self-balancing accounts for its assets, liabilities, fund equity, revenues, and expenditures or expenses, as appropriate.
An account group, on the other hand, is a financial reporting device designed to provide accountability for certain assets that are not
recorded in the funds because they do not directly affect net expendable available financial resources.

Total columns on the combined statements are captioned “memorandum only” to indicate that they are presented only to facilitate
analysis. Data in these columns do not present financial position, results of operations, or cash flows in conformity with accounting
principles generally accepted in the United States of America. Neither is such data comparable to a consolidation, because interfund
eliminations have not been made in the aggregation of this data.

Government resources are allocated to and accounted for in individual funds based upon the purpose for which they are to be spent
and the means by which spending activities are controlled.

Funds are classified into two categories: governmental and proprietary. Each category in turn is divided into separate “fund types”.



TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

1. Summary of Significant Accounting Policies — Continued:
Basis of Presentation — Continued
A. Governmental Funds:
The focus of governmental fund measurement is upon determination of financial position and change in financial position
(sources, uses, and balances of financial resources) rather than on net income. The following is a description of the
governmental funds of the Town.
1. General Fund:
The general fund is the general operating fund of the Town. General tax revenues and other receipts that are not
allocated by law or by contractual agreement to another fund are accounted for in this fund. General operating
expenditures, debt service, capital outlay and capital improvement costs not paid through other funds are paid from
the general fund.
2. Special Revenue Fund:
Special revenue funds are used to account for the proceeds of a specific revenue source that is legally restricted to
expenditures for specific purposes. The Town uses this type of fund to account for the activities of the Town of
Medley Foundation, Inc.
B. Proprietary Funds:

Proprietary funds are used to account for activities similar to those found in the private sector, where the determination of net
income is necessary or useful for sound financial administration.

1. Enterprise Funds:
Enterprise funds are used to account for operations of a water and wastewater system, a mobile home park, a
stormwater utility, and a police gun range of the Town in a manner similar to private industry. The intent of the
governing body is that the costs (including depreciation) of providing goods and services to the general public on a
continuing basis be financed or recovered primarily through user charges.

C. Account Group:

An account group is not a fund; it does not reflect available financial resources and related liabilities, but is an accounting
record of general fixed assets.

1. The General Fixed Assets Account Group:

The general fixed assets account group is used to maintain control and cost information for all fixed assets other
than those accounted for in proprietary funds.

Basis of Accounting

The term “basis of accounting” is concerned with timing as to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. The accounting and financial reporting treatment applied to a fund is related to its
measurement focus, but regardless of measurement focus applied, the basis of accounting relates to the timing of the measurements
made.



TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

1. Summary of Significant Accounting Policies — Continued:

Basis of Accounting — Continued

Governmental funds are accounted for using the modified accrual basis of accounting. Revenues are recognized when they become
susceptible to accrual, i.e. measurable and available to finance the Town’s operations. The Town considers property taxes as available
if they are remitted within sixty days after year end. Other revenues considered susceptible to accrual include sales taxes, interest
income and charges for services. Licenses and permits, fines and forfeitures, and other taxes are not considered susceptible to accrual

because they are not measurable until received in cash.

Grant funds earned but not received are recorded as a receivable, and grants received before the related revenue recognition criteria
have been met are reported as deferred revenues.

Expenditures are recognized when the related fund liability is incurred, except that principal and interest on general long-term debt are
recognized when due.

The proprietary funds are accounted for using the accrual basis of accounting. Revenues are recognized when earned and expenses are
recognized when incurred.

Budgetary Accounting and Encumbrances
The following procedures are used by the Town in legally adopting the budget for the general fund.
1. Legally Adopted Appropriated Budget:
A. Prior to August 1, the Mayor submits to the Town Council a proposed operating budget for the fiscal year

commencing the following October 1. The operating budget includes proposed expenditures and the means of
financing them.

B. Public hearings are held to obtain taxpayer comments.
C. Prior to October 1, the budget is legally enacted through the passage of an ordinance.
D. The Mayor is authorized to transfer budgeted amounts between departments within any fund; however, any

revisions that alter the total expenditures of any fund must be approved by the Town Council. During fiscal year
2002 the Town did not amend the budget.

E. The budget for the general fund is adopted on a basis consistent with accounting principles generally accepted in
the United States of America. The Town does not budget the special revenue fund.

2. Legally Authorized Nonappropriated Budgets:

A. Legally authorized budgets are prepared for the enterprise funds. The Mayor is authorized to transfer budget
amounts between line items of the authorized budget.

Encumbrance accounting, under which purchase orders or other types of commitments for expenditure of resources are recorded to
reserve that portion of the applicable appropriation, is utilized in governmental funds. In the general fund, there are no encumbrances
outstanding at year-end as all outstanding purchase orders are canceled and appropriations lapse at that time. Therefore, the Town
does not report any fund balances reserved for encumbrances at year-end.



TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

1. Summary of Significant Accounting Policies — Continued:
Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include amounts in demand deposits as well as highly liquid short-
term investments with maturity dates within three months from date of purchase.

Investments
Investments are stated at fair value (quoted market price or best available estimate thereof).
Receivables

Accounts receivable are recorded in the general and enterprise funds. Property taxes (consisting of real and tangible personal property
taxes) which were levied during fiscal year 2002, water and sewer user and service charges, and stormwater utility fees uncollected as
of September 30, 2002 are reviewed for collectibility by management. There were no allowances for doubtful accounts established as
of year-end.

General Fixed Assets

General fixed assets are recorded as expenditures in the general fund at the time a capitalizable asset is received and the liability
incurred. These assets are capitalized at cost in the general fixed assets account group except for rights-of-way, and certain
improvements other than buildings constructed in the public right-of-way such as roads, bridges, curbs, gutters, streets and sidewalks,
drainage systems and lighting systems (“infrastructure”), as these assets are immovable and of value only to the Town. No
depreciation is provided on general fixed assets. Contributed assets are recorded at fair market value as of the date received.

Proprietary Fund Fixed Assets

Property, plant and equipment purchased or otherwise acquired is carried at historical cost in the proprietary funds. Additions,
improvements and other capital outlays (including capitalized interest during construction) that significantly extend the useful life of
an asset are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred. Depreciation is provided using the

straight-line method over the following estimated useful lives:

Water and Wastewater Department:

Building 40 years

Water and wastewater systems 12-50 years

Transportation equipment 5-10 years

Machinery and equipment 5-10 years
Lakeside Park:

Land improvements 30 years

Water and wastewater (utility infrastructure) systems 20 years
Stormwater Utility Department:

Water and wastewater (stormwater) systems 40 years

Transportation equipment 5 years

Machinery and equipment 7-10 years
Police Gun Range:

Land improvements 40 years

Machinery and equipment 5-10 years

Contributed assets are recorded at fair market value as of the date received. During the year ended September 30, 2002, $5,550 of
interest income was netted against $5,550 of interest expense in conjunction with the investment of tax-exempt borrowings externally
restricted to the construction of additional water and wastewater systems.
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

1. Summary of Significant Accounting Policies — Continued:
Compensated Absences

The policy of the Town is to allow vesting of employee leave benefits with the right to receive compensation under certain conditions.
The liability for accrued compensated absences of employees in the enterprise funds is accrued in those funds. The liability related to
employees of governmental funds is reported in the general fund.

Contributed Capital

The Town implemented GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions in fiscal year
ended September 30, 2001. This statement requires governmental entities that use proprietary fund accounting to recognize capital
contributions and grants as revenues, not contributed capital. However, governments are not allowed to restate contributed capital
arising from periods prior to implementation of Statement No. 33 until implementation of GASB Statement No. 34. The Town did not
have any current year contributed capital.

Use of Estimates

The preparation of general purpose financial statements in accordance with the modified accrual or accrual basis of accounting
described in the previous paragraphs, requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the general purpose financial statements and
the reported amounts of revenue and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.

New Accounting Pronouncements

The GASB recently issued Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analyses — for State
and Local Governments. This statement is a change in the reporting model for governmental entities. It will require a “dual
perspective’ approach along with management discussion and analysis and reporting of infrastructure assets and depreciation. Due to
the significance of the changes, the GASB has allowed an extended implementation period depending on the entities’ revenues. The
management at the Town of Medley, Florida has indicated they will implement this standard for fiscal year ending September 30,
2003.

2. Cash, Cash Equivalents and Investments:

Cash and cash equivalents at September 30, 2002 consist of the following:

Proprietary
Governmental Fund Types Fund Type
Special Financial
General Revenue Enterprise Total All Institution
Fund Fund Funds Funds Balance
Unrestricted:
Demand deposits $ 835,567 $ 16,960 $ 656,426 $ 1,508,953 $ 1,861,390
Money market funds - - 258,514 258,514 258,514
Savings account - - 61,728 61,728 61,728
835,567 16,960 976,668 1,829,195 2,181,632
Restricted:
Demand deposits - - 18,212 &2 18,212 18,212
Money market funds 193,246 ° - 301,011 '%2 494,257 495,648
193,246 - 319,223 512,469 513,860
Total Cash and Cash
Equivalents $ 1,028,813 $ 16,960 § 1,295,891 $ 2,341,664 $ 2,695,492

! Restricted for customer utility deposits
? Restricted for water and wastewater planning design
? Restricted for law enforcement

11



TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

2. Cash, Cash Equivalents and Investments — Continued:

Investments at September 30, 2002 consist of the following:

Enterprise Total All
General Fund Funds Funds Financial
Cost and Cost and Cost and Institution
Fair Value Fair Value Fair Value Balance
Unrestricted:
Certificates of deposit $ 4,788,229 $ 2,465,107 $ 7,253,336 $ 7,290,927
Restricted:
Certificates of deposit - 132,107 132,107 133,468
Total Investments $ 4,788,229 § 2,597,214 §$ 7,385,443 § 7,424,395

Florida statutes provide for risk sharing collateral pools by banks and savings and loan associations. These collateral pools
collateralize local government deposits and certificates of deposit with the participating depositories. The Town’s demand deposits,
savings accounts, certificates of deposit, and money market accounts are placed in such authorized depositories. In accordance with
GASB Statement 3, all of the Town’s cash, cash equivalents and investments are classified as Category 1 (insured or collateralized
with securities held by the entity or by an agent in the entity’s name) as to credit risk.

As of September 30, 2002, financial instruments which potentially expose the Town to concentrations of credit risk, as defined by
accounting principles generally accepted in the United States of America, consisted of cash and cash equivalent accounts deposited in
these financial institutions.

3. Accounts Receivable and Due From Other Governments:

Accounts receivable consist of the following at September 30, 2002:

Enterprise Funds

General Water and Lakeside Stormwater Police Gun Total
Fund Wastewater Park Utility Range Enterprise Total
User charges $ -3 289,874 $ -3 42955 $ 1,318 $ 334,147 $ 334,147
Interest 80,473 4,041 - 17,423 - 21,464 101,937
Utility taxes 85,428 - - - - - 85,428
Franchise taxes 123,226 - - - - - 123,226
$ 289,127 $ 293915 $ - $ 60,378 $ 1,318 $ 355,611 § 644,738
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

3. Accounts Receivable and Due From Other Governments — Continued:

Due from other governments consist of the following at September 30, 2002:

General Fund

Communication

Ad Valorem Services Tax Other Total
Miami-Dade County, Florida $ 54,037 $ - 10,917 $ 64,954
State of Florida - 171,806 24,599 196,405
$ 54,037 $ 171,806 $ 35,516 $ 261,359

4. Property, Plant and Equipment:

General Fixed Assets

Changes in the components of the general fixed assets account group for the year ended September 30, 2002 are as follows:

Balance, Balance,
October 1, September
2001 Additions Deletions 30, 2002
Land $ 183,369 $ - $ -3 183,369
Buildings and improvements 1,461,353 18,436 - 1,479,789
Pool 99,274 - - 99,274
Transportation equipment 1,654,003 125,418 194,843 1,584,578
Machinery and equipment 1,463,803 64,076 242,595 1,285,284
$ 4,861,802 $ 207,930 $ 437438 $ 4,632,294
Enterprise Fund Fixed Assets
The enterprise fund fixed assets at September 30, 2002 are as follows:
Water and Stormwater Police Gun
Wastewater Lakeside Park Utilities Range Total
Land and land
improvements $ 391,038 $ 284240 $ 867 §$ -3 676,145
Buildings and building
improvements 543,296 294,603 - 161,732 999,631
Water and wastewater
systems 15,538,067 - 2,517,711 - 18,055,778
Transportation
equipment 546,557 - 111,372 - 657,929
Machinery and
equipment 488,682 - 244,845 22,442 755,969
Construction in progress 265,591 - 32,298 - 297,889
Total 17,773,231 578,843 2,907,093 184,174 21,443,341
Less accumulated
depreciation 5,457,253 316,310 436,833 123,078 6,333,474
$ 12,315,978 $ 262,533 $ 2,470,260 $ 61,096 §$ 15,109,867
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

5. Ad Valorem Tax Revenues:

The Town levied a millage rate of $7.923 and $7.800 per $1,000 of assessed value for the fiscal year 2002 and for the fiscal year 2003,
respectively. The County of Miami-Dade, Florida, bills and receives payments for all real property taxes levied by the Town.
Payments are then remitted to the Town.

Ad valorem taxes are levied on property values as of January 1 as assessed on July 1 with the millage established during September.
The fiscal year for which taxes are levied begins on October 1. Taxes are billed in October with a maximum discount available
through November 30, and become delinquent April 1. Tax certificates are issued for delinquent taxes by May 31.

6. Employee Benefit Plans:

A. Retirement Plans:

Plan Descriptions and Provisions

Town Employees — All of the Town’s full-time employees are required to participate in a money purchase plan and trust
established under Section 401(a) of the Internal Revenue Code. The Town Council has designated International City
Management Association Retirement Corporation (ICMA) as administrator of the plans, hold the trust assets and to perform
all non-discretionary functions necessary for the administration of the plans with respect to assets in the plans deposited with
the trust.

The Town has established separate defined contribution plans for the General Employees, Town Executives and Town
Council under ICMA.

Employees and executives are eligible to participate from the date of their employment; Council persons are eligible when
they begin to serve their elected term.

As of September 30, 2002, there were 73, 14 and 4 participants respectively in the General Employee Plan, Executive Plan,
and Council Person Plan.

Funding Provisions — Participating plan members are required to contribute a percentage of their annual compensation to the
plans, and the Town is required to match such contributions. The applicable percentages for each plan are as follows:

General
Employee Executive Council Person
Plan members required contribution 5% 7% 6%
Town matching contribution 14% 14% 19%
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

6. Employee Benefit Plans — Continued:
A. Retirement Plans — Continued:

Plan Descriptions and Provisions — Continued

Vesting Provision of Town’s Contributions — Under the provisions of the defined contribution money purchase plans,
benefits attributable to the Town’s contributions vest at different rates for the employees, executives and the Council
members, but each are based on years of credited service.

General
Years of Service Employee Executive Council Person

Less than 1 year of service 0% 100% 0%

1 year but less than 2 20% 100% 25%
2 years but less than 3 40% 100% 50%
3 years but less than 4 60% 100% 75%
4 years but less than 5 80% 100% 100%
5 years or more 100% 100% 100%

Employees, executives and Council persons are always 100% vested as to benefits attributable to their contributions to their
accounts.

Retirement Provisions — Under the provisions of each plan, employees, executives and Council persons are eligible for
normal retirement after 10 years credited service for employees and executives and 10 years participation by Council
persons.

During the year, the Town contributed $470,803, $164,926, and $21,156 respectively to the General Employee, Executive
and Council Person plans.

Deferred Compensation Plan — The Town offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan, available to all Town employees, permits them to defer a portion of their
salary until future years. The deferred compensation is not available to employees until termination, retirement, death, or
unforeseen non-reimbursed emergency. The assets of the plan are held in trust by ICMA and as such are not recorded in the
financial statements.

B. Other Post-Employment Benefits:
The Town is statutorily required to permit participation in its health insurance program by retirees on a pooled (non-
differentiated) basis and has elected to provide the retirees reduced life and health insurance on an employer-paid basis. The
Town is financing the post-retirement benefits on a pay-as-you-go basis and expenditures for these insurance premiums are
recorded in the general fund. The Town did not expend any funds for post-retirement benefits for the year ended September
30, 2002.

7. Lease Obligations:

Operating Leases

As Lessor — The Town operates a police gun range which is available for rent to other law enforcement agencies in the area on a day-
to-day basis. In the fiscal year ended September 30, 2002, the Town received $123,455 in rental income from the gun range.
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

7. Lease Obligations — Continued:
Operating Leases — Continued
As Lessor — Continued — In addition, the Town subleases mobile home sites to qualified individuals in the Town’s mobile home park

on a yearly basis. Tenants of the mobile home park are required to be qualified low-income individuals. In the fiscal year ended
September 30, 2002, the Town received $135,181 in rental income from these sites.

As Lessee — The Town leases approximately 10 acres of land from Lowell Dunn Company for the site of the police gun range on a
year-to-year basis for $10 a year.

The Town leases approximately 300 square feet of office space and two parking spaces at the Medley fire station. The lease is for a
period of ninety-nine years, for a total rental of $99 paid in advance.

The Town entered into a ground lease with Our Security Corporation on April 1, 1989. The land was subsequently improved for a
mobile home park. The lease has an initial term of twenty years with options to renew for three successive periods of twenty years
each, at fair rental value on the date of renewal. The lease agreement provides for rental increases in years 6 through 20 based on the
Consumer Price Index U.S. City Average for All Urban Consumers (CPI-U 1982-84 = 100).

The following is a schedule of future payments under this lease (using an estimated 3% CPI-U rate increase each year):

Minimum Estimated
Lease Contingent Estimated
Payments Rentals Total Amount
Year Ending September 30,

2003 $ 60,000 $ 19,461 $ 79,461
2004 60,000 21,845 81,845
2005 60,000 24,300 84,300
2006 60,000 26,829 86,829
2007 60,000 29,434 89,434
Thereafter 90,000 49,557 139,557
$ 390,000 $ 171,426 $ 561,426

Total fiscal 2002 rental expenditures under the ground lease were $77,421 including $17,421 of contingent rentals. Total rents under
all operating leases, including short-term, month-to-month rentals, were $9,376 for the year ended September 30, 2002.
8. Notes Payable:

Promissory notes and other long-term obligations directly related to and intended to be paid from the enterprise funds are included in
the accounts of such funds.

Disclosure of Legal Debt Margin

The Town has no legal debt margin requirements set forth by either State Statute or Town Ordinance.
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

8. Notes Payable — Continued:
Proprietary Fund Type Notes Payable

Changes in proprietary fund type notes payable for the year ended September 30, 2002 are as follows:

Balance, Balance,
October 1, September 30,
2001 Additions Reductions 2002
Notes payable $ 691,845 $ 5,550 $ 34,087 $ 663,308

Description of Notes Payable

Line of Credit — During 2001, the Town entered into a line of credit agreement with Riverside National
Bank. Interest on the outstanding balance is accrued monthly for the first year at 68% of Riverside
National Bank’s Prime Rate (4.75% at September 30, 2002). This note is collateralized by the general
revenues or other legally available revenues of the Town of Medley, Florida. This note is due on
demand during the first year. At the end of the first year of this line of credit, the balance will be
converted to a three year term loan with a fixed interest rate equal to 68% of the Bank’s prevailing
prime rate at that date. In August 2002, this note converted to the term loan at a fixed interest rate of
3.23% per annum. Semiannual principal and interest payments of $27,414 are due beginning February
2003. $ 151,000

Note Payable — Riverside National Bank, interest of 5% per annum, payable in semiannual principal and
interest payments of $26,474 on February 10 and August 10, through August 10, 2006 when the
balance comes due; uncollateralized. 301,208

Revolving Fund Loan — Florida Department of Environmental Protection, interest of 2.7% per annum
compounded monthly, payable in semiannual principal and interest payments of $65,458 commencing
on November 15, 2004; uncollateralized. 211,100

§___ 663308

A summary of debt service (annual principal and interest) requirements to maturity for all proprietary fund type outstanding
obligations are as follows:

Proprietary Fund Type
Fiscal Year Principal Interest Debt Service
2003 $ 87,081 $ 19,114 $ 106,195
2004 90,615 15,580 106,195
2005 210,636 26,475 237,111
2006 274,976 10,163 285,139
$ 663,308 $ 71,332 $ 734,640

At September 30, 2002, the Town is in compliance with all debt covenants.
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

9. Risk Management:

The Town 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 Town has obtained insurance from commercial underwriters for all the
aforementioned risks, including workers’ compensation for the year ended September 30, 2002.

Prior to August, 1999, the Town had joined with other municipalities in the State in participating in the Government Risk Insurance
Trust (“GRIT”), a public entity risk pool currently operating as a common risk management and insurance program. The agreement
with the Government Risk Insurance Trust, a licensed Florida self-insurance fund, provides that the Trust can assess members for
deficiencies. In addition, the Trust reinsures with commercial companies. The GRIT has indicated it is probable that they will assess
members for deficiencies, based on each member’s claim history, however it has not issued a deficiency notice to the Town as of
November, 2002. The ultimate amount due to GRIT will be the responsibility of the Town’s general fund, which will allocate the
expense to the funds based on employee wages. Management has indicated that the Town will vigorously contest any assessment.
Furthermore, the Town has accrued the amount that it believes is its share of GRIT’s accumulated deficit.

In years prior to 1989, the Town had an interlocal agreement for workers’ compensation coverage with County of Miami-Dade,
Florida, which periodically invoices the Town for retrospective premiums for claims under the agreement.

The Town has not paid any settlements in excess of insurance coverage for each of the past three years. Furthermore, the Town has no
significant reduction in insurance coverage from the prior year.

10. Commitments and Contingencies:
A. Litigation — During the ordinary course of its operations, the Town is party to various claims, legal actions and complaints.

Some of these matters are covered by the Town’s insurance program. Those which are not covered are handled by various
law firms retained by the Town.

Our Security Corporation and related landowners (the “Plaintiffs”) have initiated legal action regarding property that is
leased to the Town for a mobile home park (see Note 7). The Plaintiffs contend that the Town has breached the lease
agreement. The Town vigorously contests actions by both Plaintiffs but does anticipate significant expenditures for outside
counsel which may cause the Town to apply reserves to attorney fees and costs as a result of these pending actions and other
actions the parties indicate they intend to pursue.

B. Capital Asset Acquisition Commitments — The Town has retained an engineering firm to oversee the development and
implementation of a master plan for stormwater management. The installation of stormwater drainage systems in accordance
with the master plan is an ongoing process. The Town has identified 8 to 10 projects costing approximately $4.3 million.

The Town has executed an agreement with the State of Florida Department of Environmental Protection (“Agreement”) in
which the department will provide a revolving fund loan (see Note 8) for planning and designing wastewater management
facilities. As of September 30, 2002, the Town has drawn $211,100 under the Agreement, which includes $13,712 in accrued
interest. The total construction related costs per the Agreement are $6,377,755.

C. During 2001, the Town annexed approximately 500 acres of land from Miami-Dade County. The Town believes that this
area will assist in the long-term growth by an increased tax base and significant job creation but will cost the Town
additional monies for utility line construction and public safety. The Town is currently pursuing the annexation of additional
lands.

D. The Town and Miami-Dade County are working on an interlocal agreement for the repair and continuing maintenance of the

Russian Colony Canal. Town management estimates its initial share of the refurbishments to be approximately $280,000.
There will also be an annual cost to maintain the canal. The agreement has not been formalized or approved by either party.
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

11. Segment Information of Enterprise Funds:

During 2002, the Town maintained four Enterprise Funds which provided water and wastewater services, mobile home park rental
spaces, stormwater utility service, and usage of the police gun range. Segment information at September 30, 2002, and for the year
then ended is as follows:

Water and Lakeside Stormwater Police Gun

Wastewater Park Utility Range Total
Operating revenues $ 2,480,776 $ 135,283  $ 910,445 $ 123,455 $§ 3,649,959
Depreciation and amortization 400,906 20,368 87,273 3,602 512,149
Operating income (loss) (194,350) (48,813) 354,814 22,273 133,924
Net income (loss) (293,540) (48,392) 759,389 22,979 440,436
Property and equipment 17,773,231 578,843 2,907,093 184,174 21,443,341
Accumulated depreciation (5,457,253) (316,310) (436,833) (123,078) (6,333,474)
Property and equipment additions 115,819 - 393,943 10,650 520,412
Total assets 13,839,045 298,811 5,134,143 114,823 19,386,822
Net working capital 10,455,587 239,302 4,785,149 107,778 15,587,816
Notes payable after one year 476,167 - 103,131 - 579,298
Retained earnings 2,593,587 (11,792) 4,785,149 43,189 7,410,133
Total liabilities and fund equity 13,839,045 298,811 5,134,143 114,823 19,386,822

12. Other Required Individual Fund Disclosures:

Accounting principles generally accepted in the United States of America require disclosure, as part of the general purpose financial
statements, of certain information concerning individual funds including:

A. Individual fund interfund receivable and payable balances. Such balances at September 30, 2002, were:
Interfund Interfund
Receivables Payables
Fund:
General fund $ 2,192,669 $ -
Enterprise funds:

Water and wastewater 8,658 2,121,393
Lakeside park - 54,682
Stormwater utility - 19,729
Police gun range - 5,523

$ 2,201,327 $ 2,201,327
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

12. Other Required Individual Fund Disclosures — Continued:

A. Individual Fund Interfund Receivable and Payable — Continued:
On October 1, 2000, a promissory note for $1,600,000 was issued between the Town’s General Fund and its Water and
Wastewater Utility with an interest rate of 6%. Quarterly payments of interest only are paid through December 31, 2005.
Beginning March 31, 2006, quarterly payments of principal and interest will be paid until maturity at December 31, 2015.
The balance of this advance at September 30, 2002 was $1,600,000.

Future maturities of advance to/from other funds are as follows:

2003 $ -
2004 -
2005 -
2006 100,000
2007 100,000
Thereafter 1,400,000
§__L600.000_
B. Deficit Fund Balances or Retained Earnings of Individual Funds:

The Lakeside Park fund had an accumulated deficit of $11,792 at September 30, 2002, due to operating losses. Management
expects to eliminate the Lakeside Park retained earnings deficit in 1 to 2 years.

13. Reserved Fund Balance:

The Town’s fund balances are as follows at September 30, 2002:

Special
Revenue
General Fund Fund Total
Reserved for advances to enterprise funds $ 1,600,000 $ - $ 1,600,000
Reserved for law enforcement 193,246 - 193,246
Reserved for prepaid expenditures 72,352 - 72,352
Reserved for Foundation activities - 16,960 16,960
Total reserved 1,865,598 16,960 1,882,558
Unreserved:
Designated for:

Building 1,000,000 - 1,000,000
Litigation 300,000 - 300,000
Pension 500,000 - 500,000
Working capital 800,000 - 800,000
Total designated 2,600,000 - 2,600,000
Unreserved/undesignated 2,689,320 - 2,689,320
Total fund balance $ 7,154,918 $ 16,960 $ 7,171,878
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TOWN OF MEDLEY, FLORIDA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS — CONTINUED

14. Subsequent Event:
The Town Council took the following actions in meetings subsequent to September 30, 2002:

e  Approved the collective Bargaining Agreement between the Town of Medley, Florida and the Federation of Public
Employees. This agreement is effective for the period from October 1, 2002 through September 30, 2004.

e  Approved the collective Bargaining Agreement between the Police Benevolent Association and the Town of Medley,
Florida. This agreement is effective for the period from October 1, 2002 through September 30, 2005.

e  Passed Ordinance C-297 which amended Ordinance C-286 by providing a retirement benefit of continuing medical insurance
coverage for elected officials, their spouses and their dependents.

e  Passed resolution C-828 and C-823 approving and adopting a supplemental defined benefit pension plan to provide

additional retirement benefits to its full time employees and its elected officials effective April 1, 2003. The estimated initial
cost of the defined pension benefit plan would be approximately $260,000 annually.
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ENTERPRISE FUNDS

Enterprise funds are used to account for operations that are financed and operated in a manner similar to private business enterprises or
where the Town has decided that periodic determination of net income is appropriate for capital maintenance, management control,
accountability, public policy, or other purposes.

Water and Wastewater Fund Used to account for the operations of the Town’s water and
wastewater utility.

Lakeside Park Fund Used to account for the Town’s operation of a low-income
mobile home park.

Stormwater Utility Fund Used to account for the operations of the Town’s stormwater
utility system.

Police Gun Range Fund Used to account for the operations of the Town’s police gun
range.
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ASSETS

Cash and cash equivalents
Investments

Receivables, net

Due from other funds
Prepaid expenses
Restricted assets:

Cash and cash equivalents

Investments

Property, plant and equipment, net

Loan costs — net

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

Liabilities:

Accounts payable and
accrued liabilities

Deferred revenue

Due to other funds

Compensated absences

Liabilities payable from
restricted assets:

Utility deposits

Deferred developer fees

Notes payable

Advance from other fund

Total liabilities

Fund Equity:
Contributed capital

Retained earnings — unreserved
Total fund equity

TOTAL LIABILITIES AND

FUND EQUITY

TOWN OF MEDLEY, FLORIDA

ENTERPRISE FUNDS
COMBINING BALANCE SHEET

September 30, 2002

Water and Total All

Wastewater Lakeside Stormwater Police Gun Enterprise
Fund Park Fund Utility Fund Range Fund Funds

$ 283,455 $ 29,751  $ 611,053 $ 52,409 § 976,668
484,195 - 1,980,912 - 2,465,107
293,915 - 60,378 1,318 355,611
8,658 - - - 8,658
- 6,527 - - 6,527
319,223 - - - 319,223
132,107 - - - 132,107
12,315,978 262,533 2,470,260 61,096 15,109,867
1,514 - 11,540 - 13,054
$ 13,839,045 $ 298,811 § 5,134,143 $ 114,823 § 19,386,822
$ 344,521 $ 4,827 $ 6,663 $ 1,522 $ 357,533
- - 148,378 - 148,378
521,393 54,682 19,729 5,523 601,327
71,398 - 23,224 - 94,622
315,626 - - - 315,626
18,212 - - - 18,212
512,308 - 151,000 - 663,308
1,600,000 - - - 1,600,000
3,383,458 59,509 348,994 7,045 3,799,006
7,862,000 251,094 - 64,589 8,177,683
2,593,587 (11,792) 4,785,149 43,189 7,410,133
10,455,587 239,302 4,785,149 107,778 15,587,816
$ 13,839,045 $ 298,811 § 5,134,143 § 114,823 $§ 19,386,822
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Operating Revenues:
User charges

TOWN OF MEDLEY, FLORIDA

ENTERPRISE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN RETAINED EARNINGS (ACCUMULATED DEFICIT)

Year Ended September 30, 2002

Service and hook-up charges
Miscellaneous
Total operating revenues

Operating Expenses:
Salaries, wages and employee
benefits
Contractual services, materials
and supplies
Depreciation and amortization
Total operating expenses

Operating Income (Loss)

Non-Operating Revenues
(Expenses):
Grants
Interest income
Interest expense
Total non-operating revenues
(expenses)

Income (Loss) Before Operating
Transfers

Operating Transfers-In
Net Income (Loss)

Add Depreciation on Contributed
Assets

Net Increase (Decrease) in Retained
Earnings

Retained Earnings, Beginning
of Year

Retained Earnings (Accumulated
Deficit), End of Year

Water and Total All
Wastewater Lakeside Stormwater Police Gun Enterprise
Fund Park Fund Utility Fund Range Fund Funds
2,364,162 $ 135,181 $ 910,295 $ 123,455 § 3,533,093
78,425 - - - 78,425
38,189 102 150 - 38,441
2,480,776 135,283 910,445 123,455 3,649,959
546,520 28,736 310,436 30,636 916,328
1,727,700 134,992 157,922 66,944 2,087,558
400,906 20,368 87,273 3,602 512,149
2,675,126 184,096 555,631 101,182 3,516,035
(194,350) (48,813) 354,814 22,273 133,924
- - 343,183 - 343,183
21,252 421 66,642 706 89,021
(120,442) - (5,250) - (125,692)
(99,190) 421 404,575 706 306,512
(293,540) (48,392) 759,389 22,979 440,436
- 13,750 - - 13,750
(293,540) (34,642) 759,389 22,979 454,186
227,420 18,920 - 2,040 248,380
(66,120) (15,722) 759,389 25,019 702,566
2,659,707 3,930 4,025,760 18,170 6,707,567
2,593,587 $ (11,792) $§ 4,785,149 $ 43,189 § 7,410,133
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TOWN OF MEDLEY, FLORIDA

ENTERPRISE FUNDS
COMBINING STATEMENT OF CASH FLOWS

Year Ended September 30, 2002

Water and Total All
Wastewater Lakeside Stormwater Police Gun Enterprise
Fund Park Fund Utility Fund Range Fund Funds
Cash Flows From Operating Activities:
Operating income (loss) $ (194,350) $ (48,813) $ 354,814 $ 22,273 $ 133,924
Adjustments to reconcile operating
income (loss) to net cash provided
by (used for) operating activities:
Depreciation and amortization 400,906 20,368 87,273 3,602 512,149
Gain on disposal of assets (16,842) - - - (16,842)
Changes in:
Receivables (48,077) 1,537 52,955 5,370 11,785
Prepaid expenses - (190) - - (190)
Accounts payable and
accrued liabilities (46,091) 2,605 3,273 560 (39,653)
Compensated absences (5,447) - 3,385 (8,580) (10,642)
Net cash provided by
(used for) operating
activities 90,099 (24,493) 501,700 23,225 590,531
Cash Flows From Noncapital
Financing Activities:
Increase in liabilities payable
from restricted assets 9,522 - - - 9,522
Operating transfers from other
funds - 13,750 - - 13,750
Proceeds from state grants - - 97,097 - 97,097
Change in due from/to other funds 380,634 17,462 (19,361) (12,019) 366,716
Net cash provided by
(used for) noncapital
financing activities 390,156 31,212 77,736 (12,019) 487,085
Cash Flows From Capital and Related
Financing Activities:
Acquisition of capital assets (115,819) - (393,943) (10,650) (520,412)
Proceeds from insurance claims 20,108 - - - 20,108
Principal reduction on notes
payable (34,087) - - - (34,087)
Interest paid on notes payable (94,569) - (5,250) - (99,819)
Net cash used for capital
and related financing
activities (224,367) - (399,193) (10,650) (634,210)

(Continued)
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TOWN OF MEDLEY, FLORIDA

ENTERPRISE FUNDS
COMBINING STATEMENT OF CASH FLOWS — CONTINUED

Year Ended September 30, 2002

Water and Total All
Wastewater Lakeside Stormwater Police Gun Enterprise
Fund Park Fund Utility Fund Range Fund Funds
Cash Flows From Investing
Activities:
Redemption of investments - - 1,468,969 - 1,468,969
Purchase of investments (366,302) - (2,842,159) - (3,208,461)
Interest income received 27,734 421 68,481 706 97,342
Net cash provided by
(used for) investing
activities (338,568) 421 (1,304,709) 706 (1,642,150)
Net Increase (Decrease) in Cash and
Cash Equivalents (82,680) 7,140 (1,124,466) 1,262 (1,198,744)
Cash and Cash Equivalents,
Beginning of Year 685,358 22,611 1,735,519 51,147 2,494,635
Cash and Cash Equivalents,
End of Year $ 602,678 $ 29,751 $ 611,053 $ 52,409 1,295,891
Recorded in Balance Sheet as:
Unrestricted $ 283,455 $ 29,751 °$ 611,053 $ 52,409 976,668
Restricted 319,223 - - - 319,223
$ 602,678 $ 29,751 $ 611,053 $ 52,409 1,295,891
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General Fixed Assets Account Group

ACCOUNT GROUP

27

Used to account for general fixed assets utilized in the
performance of general governmental functions excluding
the Enterprise Funds. Such assets include land, buildings,
improvements, furniture and equipment. The Town’s public
domain, infrastructure improvements, storm drains and
sidewalks, are not recorded in this account group.



General Government
Public Safety

Physical Environment
Human Services
Culture and Recreation

Total General Fixed Assets

General Government
Public Safety

Physical Environment
Human Services
Culture and Recreation

Total General
Fixed Assets

TOWN OF MEDLEY, FLORIDA

SCHEDULE OF CHANGES IN GENERAL FIXED ASSETS

BY FUNCTION AND ACTIVITY

Investment in Fixed Assets Provided From:

Revenues
Donations

Total investment in general fixed assets

Balance Balance

September 30, September 30,

2001 Additions Deletions Transfers 2002
$ 2,325,454 $ 18,205 § 63,388 § 27914 % 2,308,185
1,395,190 124,571 296,954 (53,851) 1,168,956
96,878 37,284 6,271 - 127,891
239,468 15,745 68,973 25,937 212,177
804,812 12,125 1,852 - 815,085
$ 4,861,802 § 207,930 $ 437,438 $ -5 4,632,294

SCHEDULE OF GENERAL FIXED ASSETS
BY FUNCTION AND ACTIVITY
Buildings and Transpor- Machinery
Improve- tation and

Land ments Equipment Equipment Total
$ 146,674 $ 1,091,257  $ 522,616 $ 547,638 $ 2,308,185
- 23,331 644,140 501,485 1,168,956
36,695 1,484 56,856 32,856 127,891
- 26,046 161,181 24,950 212,177
- 436,945 199,785 178,355 815,085
$ 183,369 $ 1,579,063 $ 1,584,578 $ 1,285,284 § 4,632,294
$ 4,481,239
151,055

S__ 4632294
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SUPPLEMENTARY FINANCIAL REPORT COMPLIANCE SECTION
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Independent Auditors’ Report on Compliance and on Internal Control Over Financial
Reporting Based on an Audit of General Purpose Financial Statements
Performed in Accordance with Government Auditing Standards

Honorable Mayor and Town Council
Town of Medley, Florida

We have audited the general purpose financial statements of Town of Medley, Florida, as of and for the year ended
September 30, 2002, and have issued our report thereon dated November 20, 2002. 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.

Compliance

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

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Town of Medley, Florida’s internal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial
statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a 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 in amounts that
would be material in relation to the general purpose 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 control over financial reporting that we have reported to the
management of Town of Medley, Florida, in a separate report of Auditors’ Comments and Recommendations.

This report is intended solely for the information and use of the Town of Medley, Florida, its management and specified
legislative or regulatory bodies and is not intended to be and should not be used by anyone other than these specified
parties.

/s/ Averett, Warmus, Durkee, Bauder and Thompson

November 20, 2002
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Independent Auditors’ Report on Compliance and Internal Control
Over Compliance Applicable to Each Major Program and Internal Control
Over Compliance in Accordance with OMB Circular A-133.

Honorable Mayor and Town Council
Town of Medley, Florida

Compliance

We have audited the compliance of Town of Medley, Florida with the types of compliance requirements described in the
U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to its major
federal program for the year ended September 30, 2002. The Town of Medley, Florida’s major federal program is
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 its major federal program is the
responsibility of Town of Medley, Florida’s management. Our responsibility is to express an opinion on Town of
Medley, Florida’s compliance based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about Town
of Medley, 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 Town of Medley, Florida’s compliance with those requirements.

In our opinion, Town of Medley, Florida complied, in all material respects, with the requirements referred to above that
are applicable to its major federal program for the year ended September 30, 2002.

Internal Control Over Compliance

The management of Town of Medley, 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 Town of Medley, Florida’s internal control over compliance with requirements
that could have a direct and material effect on a major federal awards program project 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.
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Honorable Mayor and Town Council
Town of Medley, Florida

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by 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 Town of Medley, Florida, its management and specified
legislative or regulatory bodies and is not intended to be and should not be used by anyone other than these specified
parties.

/s/ Averett, Warmus, Durkee, Bauder and Thompson

November 20, 2002
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TOWN OF MEDLEY, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended September 30, 2002

Federal Grantor/Pass-thru Grant CFDA

Pass-thru Grantor’s Award Federal
Grantor/Program Title Period Number Number Amount Expenditures
Major Federal Program:
Passed thru:
Florida Department of
Community Affairs:

Hurricane Irene N/A 83.544 FEMA-1306-DR-FL  § 479388 § 10,583

South Florida Floods 2000 N/A 83.544 FEMA-1345-DR-FL 652,835 343,184

$ 353,767

Note — This schedule of expenditures of federal awards includes the federal grant activity of The Town of Medley, Florida, and is
presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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TOWN OF MEDLEY, FLORIDA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS —

FEDERAL AWARDS PROGRAMS

Year Ended September 30, 2002

Summary of Auditors’ Results:

. Financial Statements:

The type of auditors’ report issued on the financial statements Unqualified
Internal control over financial reporting:
1) Material weaknesses identified? No
2) Reportable conditions identified not considered to be
material weaknesses None reported
Noncompliance that is material to the financial statements
reported? No
2. Federal Awards:
Internal control over major programs:
1) Material weaknesses identified? No
2) Reportable conditions identified not considered to be
material weaknesses None reported

The type of auditors’ report issued on compliance for major
programs

Any audit findings that are required to be reported under
Section 510(a) of OMB Circular A-133?

Identification of major program
Dollar threshold used to distinguish between Type A and Type
B programs

Auditor qualified as a low-risk auditee under Section 530 of
OMB Circular A-133?

Unqualified opinion

No

83.544 — Federal Emergency
Management Agency

$300,000

No

1L Findings Related to the Financial Statements Required to be Reported Under Government Auditing Standards:
None
III. Findings and Questioned Costs for Federal Awards:

None
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TOWN OF MEDLEY, FLORIDA

AUDITORS’ COMMENTS AND RECOMMENDATIONS;
STATUS OF PRIOR YEAR COMMENTS

COMMENTS AND RECOMMENDATIONS

1. Internal Control Related Matters:

The following items were noted in our testing of the Town of Medley, Florida’s internal control over financial reporting.

A.

During our audit, we noted one instance where purchase orders were being paid without supporting documentation
attached.

We noted that certain forms were not present or were not correctly completed in certain personnel files. We noted
that the Town implemented a policy to complete a checklist for each personnel file to ensure all forms are
completed and included in the file.

Management’s Response:

A.

Town policy requires all payments be supported with proper documentation attached. Although documentation was
not attached to this purchase order, the payment in question was proper and it is believed that the supporting
documentation was misfiled.

All personnel files will be reviewed for inclusive of all required forms and that these forms are properly completed.
It should be noted that certain employees covered under a union contract, refuse to complete a certain personnel file
form required by Town policy. These employees believe that since the completion of this form is not required under
their union contract, they are therefore exempted from completing this form. The Town will discuss this issue with
the union and if necessary negotiate an addendum to the union contract.

2. Water and Sewer Department:

During our audit procedures related to the Water and Sewer Department, we noted the following:

The Town files annual reports with DERM reconciling gallons of water purchased to gallons of water sold or used by the Town. An
analysis of gallons purchased to gallons sold for fiscal 2002 showed lost gallonage of approximately 30% of gallons purchased. We
recommend that these discrepancies be researched and corrected by the Town in a timely manner to reduce lost resources.

Management’s Response:

The Town performed a water audit during fiscal 2002. The result of the audit determined that most of the water loss was due
to old and obsolete meters giving off inaccurate readings of water sold. The Town is currently identifying and replacing
those meters it believes needs replacement.

3. Occupational Licenses:

We noted that the occupational license report generated from the Town’s customer database did not agree to the revenue recorded in
the general ledger. We recommend that a new report be developed and reconciled to the general ledger on a regular basis.

Management’s Response:

The Town’s IT manager is developing a new license report generated from the licenses issued which will be reconciled to the
general ledger on a regular basis.

35



TOWN OF MEDLEY, FLORIDA

AUDITORS’ COMMENTS AND RECOMMENDATIONS;
STATUS OF PRIOR YEAR COMMENTS — CONTINUED

COMMENTS AND RECOMMENDATIONS — CONTINUED

4, Bid Procedures:
We noted that the Town did not follow the procedures established in the Florida Statutes for projects requiring competitive bids. We
recommend that the Town’s legal counsel review the appropriate Florida Statutes and apply them as required following the guidelines
set forth.
Management’s Response:
The Town’s attorney has reviewed the procedures established in the Florida Statutes for projects requiring competitive bids.
The Town has instituted policies which will insure that these procedures be followed for all such future projects.
5. Stormwater Utility Department:
During our audit related to the Stormwater Utility Department, we noted the following:
A. The Town’s stormwater billing was not in accordance with the approved ordinance and resolution. We recommend
that the Town re-measure each parcel of land, pervious and impervious, for all Stormwater customers and

recalculate the ERU’s in accordance with the Town’s ordinance and resolution.

B. The fields in the stormwater customer database were not always completed. We recommend that the Town review
the customer database and complete all fields that are blank.

Management’s Response:

A. A parcel by parcel review will be implemented in fiscal 2003. Parcel measurements previously provided by Miami-
Dade County will be reviewed and adjusted accordingly.

B. The information gathered in the review stated above will be used to complete all fields.

6. General Fixed Assets Account Group:

We noted that the Town does not maintain a fixed asset inventory or a subsidiary ledger supporting the numbers in the financial
statements. We recommend that the Town develop a Town-wide fixed asset inventory listing and the appropriate subsidiary ledgers in
order to support the numbers in the financial statements.

Management’s Response:
The Town currently maintains an inventory of its vehicle fleet and its computers. The Town has established a subsidiary
ledger for all its fixed assets and will reconcile the subsidiary ledger to the physical inventory on at least an annual basis. The

Town does have an inventory of its heavy equipment but has not maintained it on an annual basis. The Town will take an
updated inventory and will maintain it on an annual basis.
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TOWN OF MEDLEY, FLORIDA

AUDITORS’ COMMENTS AND RECOMMENDATIONS;
STATUS OF PRIOR YEAR COMMENTS — CONTINUED

STATUS OF PRIOR YEAR COMMENTS

Prior Year Recommendation Current Year Status
1. Internal Control System Partially implemented
2. Water and Sewer Department Partially implemented
3. Occupational Licenses Implemented
OTHER MATTERS

In accordance with the Rules of the Auditor General of the State of Florida, the following is noted:

1. The financial report filed with the Department of Banking and Finance pursuant to Florida Statues Section 218.32 is in
agreement with the annual financial audit report for the year ended September 30, 2002.

2. Based on our audit procedures performed, no indication came to our attention that caused us to believe that the Town was in
a state of financial emergency as a consequence of conditions described in Florida Statutes Section 218.503(1).

3. The Town of Medley, Florida was formed in 1949 and incorporated under Chapter 165 of the Florida Statutes and has one
component unit, the Town of Medley Foundation (the Foundation). The Foundation was created by action of the Town
Council who approved the Articles of Incorporation and By-Laws and has applied for and received a 501¢(3) determination
letter from the Internal Revenue Service. The members of the Town Council serve as the Foundation’s Board of Directors.

4. Based on our audit procedures performed, the Town of Medley, Florida is in compliance with Florida Statutes Section
218.415 regarding the investment of public funds.

5. The auditors applied financial condition assessment procedures per Auditor General Rule 10.556(8).
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