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Independent Auditor's Report

Honorable Mayor and Commissioners
Town of Melbourne Beach, Florida

We have audited the accompanying general purpose financial statements of the Town of Melbourne Beach, Florida,
as of and for the year ended September 30, 2001, as listed in the table of contents. These general purpose financial
statements are the responsibility of the Town of Melbourne Beach, 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 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 the Town of Melbourne Beach, Florida, as of September 30, 2001, and the results of its
operations 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 December 20, 2001 on
our consideration of the Town of Melbourne Beach, Florida’s internal control over financial reporting and 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.

The required supplementary pension information listed in the table of contents is not a required part of the general
purpose financial statements but is supplementary information required by the Governmental Accounting Standards
Board. 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.
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Town of Melbourne Beach, Florida
Page Two

Our audit was performed for the purpose of forming an opinion on the general purpose financial statements taken as -
a whole. The combining and individual fund financial statements 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 the Town of
Melbourne Beach, Florida. 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.

/Q/ﬂ/mm (QJ{M / W/%ﬂd/

Hoyman, Dobson & Company, P.A.
December 20, 2001




GENERAL PURPOSE FINANCIAL STATEMENTS
(Combined Statements - Overview)

These basic financial statements provide a summary overview of
the financial position of all funds and account groups as well as
the operating results of all funds. They also serve as an
introduction to the more detailed statements and schedules that are
in the following subsections.
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TOWN OF MELBOURNE BEACH, FLORIDA
Combined Balance Sheet - All Fund Types and Account Groups
(with comparative totals for September 30, 2000)

September 30, 2001

GOVERNMENTAL FUND TYPES
Special Debt Capital
General Revenue Service Projects
ASSETS AND OTHER DEBITS
Cash and cash equivalents $ 527,442 $ 29,711 $ 76,567 $ 29,265
Investments 960,756 - - 2,014,706
Accounts receivable, net 74,909 - - -
Due from other funds 20,719 7,000 - -
Due from other governments 30,044 - - 42,513
Prepaid expenditures 508 - - -
Property, plant & equipment, net - - - -
Amount available in debt service fund - - - -
Amount to be provided for retirement of
general long-term debt - - - -
Total assets and other debits $ 1,614,378 $ 36,711 $ 76,567 $ 2,086,484
LIABILITIES, FUND EQUITY AND
OTHER CREDITS
Liabilities
Accounts and accrued liabilities $ 56,989 § - $ - $ -
Deferred revenue 105,248 - - -
Due to other funds 2,000 20,719 - -
Deferred contribution - - - -
Accrued compensated absences 44,857 - -
Bonds payable - - - -
Total liabilities 209,094 20,719 - -
Fund equity and other credits
Investment in general fixed assets - - - -
Fund balances:
Reserved
Law enforcement - - - -
Police education - 16,705 - -
Stormwater utility - (713) - -
Debt service - - 76,567 -
Police pension - - - -
General employees' pension - - - -
Municipal complex - - - 2,086,484
Encumbrances 68,094 - - -
Unreserved:
Designated 508 - - -
Undesignated 1,336,682 - - -
Total fund equity and other credits 1,405,284 15,992 76,567 2,086,484
Total liabilities, fund equity and other credits $ 1,614,378 § 36,711 $ 76,567 $ 2,086,484
The accompanying notes are an integral part of this financial statement. 2




QDDDDDDDDDDDQD?@DDDDDDDDDDDDDDuuu

FIDUCIARY
FUND TOTALS
TYPE ACCOUNT GROUPS (MEMORANDUM ONLY)
General General
Trust and Fixed Long-Term
Agency Assets Debt 2001 2000

$ 159,724 $ - 3 - $ 822,709 $ 553,872
1,677,251 - - 4,652,713 4,477,358
629 - - 75,538 70,064

2,000 - - 29,719 -
- - - 72,557 42,859
- - - 508 4,524
- 2,744,023 - 2,744,023 2,636,178
- ' - 76,567 76,567 25,065
- - 2,317,544 2,317,544 2,454,866
$ 1,839,604 $ 2,744,023 $ 2,394,111 $ 10,791,878 $ 10,264,786
$ - $ - 5 - $ 56,989 $ 57,317
- - - 105,248 8,295

7,000 - - 29,719 -
5,000 - - 5,000 3,000
- - 89,715 134,572 188,530
- - 2,304,396 2,304,396 2,354,244
12,000 - 2,394,111 2,635,924 2,611,386
- 2,744,023 - 2,744,023 2,636,178
110,739 - - 110,739 97,479
- - - 16,705 16,339

- - - (713) -
- - - 76,567 25,065
1,598,496 - - 1,598,496 1,522,237
118,369 - - 118,369 161,194
- - - 2,086,484 1,979,613

- - - 68,094 -
- - - 508 4,524
- - - 1,336,682 1,210,771
1,827,604 2,744,023 - 8,155,954 7,653,400
$ 1,839,604 $ 2,744,023 $ 2,394,111 $ 10,791,878 $ 10,264,786




TOWN OF MELBOURNE BEACH, FLORIDA

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances -
All Governmental Fund Types and Expendable Trust Funds

(witb comparative totals for September 30, 2000)
For the Year Ended September 30, 2001

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest and other revenue

Total revenues

Expenditures

Current:
General government
Public safety
Public works
Recreation

Debt service:
Principal retired
Interest

Capital outlay

Total expenditures

Excess (deficiency) of revenues

over (under) expenditures

Other financing sources (uses)

Operating transfers in
Operating transfers out
Other financing proceeds

Total other financing sources (uses)

Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing sources (uses)

Fund balances, beginning of year

Residual equity transfers in (out)

Fund balances, end of year

GOVERNMENTAL
FUND TYPES
Special Debt Capital
General Revenue Service Projects
$ 1,091,762 $ - $ 51,502 $ -
49,511 - - .
482,266 - - 42,513
17,271 52,726 - -
150,658 7,500 - -
103,650 - - 134,703
1,895,118 60,226 51,502 177,216
412,634 - - -
831,658 7,134 - -
191,157 53,439 - -
27,126 - - -
- - 49,848 -
- - 128,171 -
62,284 - - 72,596
1,524,859 60,573 178,019 72,596
370,259 (347) (126,517) 104,620
- - 178,019 -
(52,566) - - (125,453)
(52,566) - 178,019 (125,453)
317,693 (347) 51,502 (20,833)
1,215,295 16,339 25,065 1,979,613
(127,704) - - 127,704
$ 1,405,284 § 15,992 $ 76,567 $ 2,086,484
4

The accompanying notes are an integral part of this financial statement.
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FIDUCIARY
FUND TOTALS
TYPES (MEMORANDUM ONLY)
Expendable
Trust 2001 2000

$ - $ 1,143,264 $ 1,088,706
- 49,511 57,880

- 524,779 1,055,514

- 69,997 20,153

18,500 176,658 251,157

- 238,353 112,019

18,500 2,202,562 2,585,429

- 412,634 330,732

5,240 844,032 762,722

- 244,596 502,702

- 27,126 28,291

- 49,848 20,756

- 128,171 67,872

- 134,880 505,834

5,240 1,841,287 2,218,909
13,260 361,275 366,520

- 178,019 53,362
- (178,019) (53,362)

- - 1,886,116

- - 1,886,116

13,260 ’ 361,275 2,252,636
97,479 3,333,791 1,081,155

$ 110,739 $ 3,695,066 $ 3,333,791




TOWN OF MELBOURNE BEACH, FLORIDA

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual -

All Governmental Fund Types
Year Ended September 30, 2001

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest and other revenue

Total revenues

Expenditures
Current:
General government
Public safety
Public works
Recreation
Debt service:
Principal retired
Interest
Capital outlay
Total expenditures

Excess (deficiency) of revenues

over (under) expenditures
Other financing sources (uses)

Operating transfers in

Operating transfers out

Total other financing sources (uses)

Excess (deficiency) of revenues and other

financing sources over (under) expenditures

and other financing sources (uses)
Fund balances, beginning of year
Residual equity transfer in (out)

Fund balances, end of year

GENERAL FUND
Variance
Favorable
Budget Actual (Unfavorable)
$ 1,039,084 $ 1,091,762 $ 52,678
37,900 49,511 11,611
337,907 482,266 144,359
18,900 17,271 (1,629)
150,000 150,658 658
81,500 103,650 22,150
1,665,291 1,895,118 229,827
470,282 412,634 57,648
860,515 831,658 28,857
203,536 191,157 12,379
42350 27,126 15,224
83,242 62,284 20,958
1,659,925 1,524,859 135,066
5,366 370,259 364,893
2,895 - (2,895)
(252,752) (52,566) 200,186
(249,857) (52,566) 197,291
(244,491) 317,693 562,184
1,215,295 1,215,295 -
- (127,704) (127,704)
$ 970,804 $ 1,405,284 $ 434,480
6

The accompanying notes are an integral part of this financial statement.
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SPECIAL REVENUE FUNDS DEBT SERVICE FUND
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
$ - $ - $ - $§ 50,003 $ 51,502 $ 1,499
46,500 - (46,500) - - -
48,826 52,726 3,900 - - -
8,000 7,500 (500) - - -
103,326 60,226 (43,100) 50,003 51,502 1,499
25,348 7,134 18,214 - ' - -
49,507 53,439 (3,932) - - -
- - - . 67,089 49,848 17,241
- - - 128,186 128,171 15
58,000 - 58,000 - C . : -
132,855 60,573 72,282 195,275 178,019 17,256
(29,529) (347) 29,182 (145,272) (126,517) - 18,755
12,181 - (12,181) 125,453 178,019 52,566
12,181 - (12,181) 125,453 178,019 52,566 -
(17,348) 347) 17,001 (19,819) 51,502 71,321
16,339 16,339 - 25,065 25,065 -

$ (1,009) § 15992 § 17,001 $ 5,246 § 76,567 $ 71,321
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TOWN OF MELBOURNE BEACH, FLORIDA

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget to Actual -

All Governmental Fund Types (Continued)
Year Ended September 30, 2001

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest and other revenue

Total revenues

Expenditures
Current:
General government
Public safety
Public works
Recreation
Debt service:
Principal retired
Interest
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Operating transfers in
Operating transfers out
Total other financing sources (uses)
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing sources (uses)

Fund balances, beginning of year
Residual equity transfer in (out)

Fund balances, end of year

CAPITAL PROJECTS FUND
Variance
Favorable
Budget Actual (Unfavorable)
$ - $ - $ -
173,063 42,513 (130,550)
60,000 134,703 74,703
233,063 177,216 (55,847)
123,848 - 123,848
30,000 - 30,000
2,228,634 72,596 2,156,038
2,382,482 72,596 2,309,886
(2,149,419) 104,620 2,254,039
240,571 - (240,571)
(125,453) (125,453) -
115,118 (125,453) (240,571)
(2,034,301) (20,833) 2,013,468
1,979,613 1,979,613 -
- 127,704 127,704
$ (54,688) $ 2,086,484 $ 2,141,172
8

The accompanying notes are an integral part of this financial statement.
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TOTALS (MEMORANDUM ONLY)

Variance

Favorable
Budget Actual (Unfavorable)
$ 1,089,087 $ 1,143,264 54,177
37,900 49,511 11,611
557,470 524,779 (32,691)
67,726 69,997 2,271
158,000 158,158 158
141,500 238,353 96,853
2,051,683 2,184,062 132,379
470,282 412,634 57,648
885,863 838,792 47,071
376,891 244,596 132,295
72,350 27,126 45224
67,089 49,848 17,241
128,186 128,171 15
2,369,876 134,880 - 2,234,996
4,370,537 1,836,047 2,534,490
" (2,318,854) 348,015 2,666,869
381,100 178,019 (203,081)
(378,205) (178,019) 200,186
2,895 - (2,895)
(2,315,959) 348,015 2,663,974

3,236,312 3,236,312 -
$ 920,353 $ 3,584,327 $ 2,663,974




TOWN OF MELBOURNE BEACH, FLORIDA

Combined Statement of Changes in Plan Net Assets - All Pension Trust Funds

(with comparative totals for the year ended September 30, 2000)
For the Year Ended September 30, 2001

Additions
Contributions:
State contributions
Town contributions
Employee contributions
Total contributions

Investment income
Net appreciation in fair value of investments
Interest and dividends

Less investment expense

Net investment (loss) income
Total additions

Deductions
Benefits payments
Refunded contributions
Total deductions

Net increase

Net assets held in trust for pension benefits:
October 1, 2000

Net assets held in trust for pension benefits:
September 30, 2001

The accompanying notes are an integral part of this financial statement.

2001 2000
Totals Totals
$ 40,147 $ 37,233
10,640 42,101
22,718 17,332
73,505 96,666
4,779 65,920
3,414 38,740
8,193 104,660
(14,564) (12,979)
(6,371) 91,681
67,134 188,347
31,818 13,036
1,882 26,341
33,700 39,377
33,434 148,970
1,683,431 1,534,461
$1,716,865 $1,683,431
10
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE

CONTENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

HQEHED QW

Basis of Presentation - Fund Accounting
Basis of Accounting

Budgetary Data

Assets, Liabilities and Fund Equity
Interfund Transactions

Comparative Data

Memorandum Only Total Columns

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A
B.
C.
D.

Budgetary Compliahce

Excess of Budgeted Expenditures over Revenues
Excess of Expenditures over Revenues

New Fund

3. DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS

b=

HoWEY oW

Deposits and Investments

Property Taxes

Interfund Transfers, Receivables, and Payables

Changes in General Fixed Assets

Pension Plan - Defined Contribution

Pension Plan - Defined Benefit

Changes in General Long-Term Debt

Summary of General Long-Term Debt Service Requirements
to Maturity

Litigation

PAGE NO

13
13
15
16
16
18
19
19

19
19
19
19

20
21
21
23
23
24

24
25

11




TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Melbourne Beach, Florida (Town), was incorporated by Chapter 9833, Laws of Florida, Acts of 1923.
The Town operates under a Council-Manager form of government and provides the following services: public
safety, highways and streets, recreation and general administrative services.

The financial statements of the Town have been prepared in conformity with accounting principles generally
accepted in the United States of America as applied to governmental units. The following is a summary of the more
significant policies:

A. REPORTING ENTITY

As required by accounting principles generally accepted in the United States of America, these financial statements
present the government and its component units, entities for which the government is considered to be financially
accountable. Blended component units, although legally separate entities, are, in substance, part of the government's
operations and so data from these units are combined with data of the primary government.

Blended Component Unit. The Town of Melbourne Beach police officers participate in the Melbourne Beach Police
Officers' Pension Trust. The Police Officers' Pension Trust functions for the benefit of these employees and is
governed by a five member pension board of trustees. The Town appoints three members and the police select two
members to serve as trustees. The Town is authorized to establish benefit levels and to approve the actuarial

assumptions used in the determination of contribution levels. The Police Officers' Pension Trust is reported as a
pension trust fund.

B. BASIS OF PRESENTATION - FUND ACCOUNTING

The Town uses funds and account groups to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain government functions or activities.

A fund is a separate accounting entii:y with a self-balancing set of accounts. An account group, on the other hand, is
a financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded

in the funds because they do not directly affect net expendable available financial resources.

Funds are classified into two categories; governmental and fiduciary. The governmental category, in turn, is divided
into separate "fund types".

12
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. BASIS OF PRESENTATION - FUND ACCOUNTING (CONTINUED)

Governmental Fund Types

Governmental funds are used to account for all or most of a government's general activities, including the collection
and disbursement of earmarked monies (special revenue funds), the acquisition or construction of general fixed
assets (capital projects funds), and the servicing of general long-term debt (debt service funds). Governmental fund
types of the Town are:

¢ General Fund - The General Fund is the general operating fund of the Town. It is used to account for all
activities of the Town not included in other specified funds.

¢ Special Revenue Funds - The Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than expendable trusts, or major capital projects) that are legally restricted to expenditures for
specified purposes. The Special Revenue Funds of the Town are:

Police Education — This fund accounts for certain revenues of the Town for the specific purpose
of police training, and for the expenditures related to providing that training in accordance with
Florida Statutes.

Stormwater Utility — This fund accounts for certain revenues and expenditures related to the
management of stormwater.

¢ Debt Service Fund — The Debt Service Fund is used to set aside monies to meet current and future debt service
requirements on general government debt.

*  Capital Projects Fund — The Capital Projects Fund is used to account for the acquisition and construction of
major capital projects.

Fiduciary Fund Type

Trust Funds — These funds are used to account for assets held by the Town in a trustee capacity. The Town’s trust

funds are separated into the following sub-fund types: expendable trust funds and pension trust funds.

13




TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. BASIS OF PRESENTATION - FUND ACCOUNTING (CONTINUED)

Account Groups

The following is a description of the Town's account groups:

e General Fixed Assets Account Group - This account group represents a summary of the fixed assets of the
Town other than infrastructure improvements. Capital outlays in governmental funds are recorded as
expenditures of those funds at the time of purchase and are subsequently recorded, at cost, for control purposes
in this account group.

e General Long-Term Debt Account Group - Long-term liabilities expected to be financed from governmental
funds are accounted for in this account group.

The accounting and financial reporting applied to a fund is determined by its measurement purpose. All
governmental and expendable trust funds are accounted for using current financial resources measurement focus.
Only current assets and current liabilities are included on these balance sheets. All pension trust funds are
accounted for on a flow of economic resources measurement focus. All assets and all liabilities associated with the
operation of these funds are included on the balance sheet.

C. BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the "timing" of the measurements
made, regardless of the measurement focus applied.

1. Modified Accrual

All governmental funds and expendable trust funds are accounted for using the modified accrual basis of
accounting. Revenues are recognized as soon as they become measurable and available. Revenues are considered
to be "available" when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. All material revenues, except for occupational licenses and property taxes, are considered
measurable and available and thus are susceptible to accrual. Occupational licenses are not considered measurable
and available since neither a legally enforceable claim exists nor were the related services provided prior to fiscal

year end. The Town considers property taxes to be available if they are collected within 60 days of the end of the
current fiscal period.

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability
is incurred, with the exception of principal and interest on general long-term debt which is recognized when due.

2. Accrual

All pension trust funds are accounted for using the accrual basis of accounting. Revenues are recognized when they
are earned and expenses are recognized when they are incurred.

14
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements
September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. BUDGETARY DATA

1. Budget Policy

Town Commissioners adopt an annual budget resolution for all governmental and capital project funds prior to
September 30, for the next ensuing fiscal year. All budgets are prepared on the modified accrual basis of accounting
which is consistent with accounting principles generally accepted in the United States of America. All
appropriations lapse at year end.

Budget control is maintained at the departmental level. Budget transfer authority is provided to the Town Manager
within departments in a fund as long as the total budget of the fund is not increased. The Town Manager also has the
authority to make budget transfers between departments to implement Commission approved ‘actions. - Actions

which increase the total budget of a fund must be authorized by the Town Commission.

The governing commission made several supplemental budgetary appropriations throughout the year that’ were not
considered material.

2. Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods and services. Encumbrance

-accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are

recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of formal
budgetary integration .in the general fund, special revenue fund, and capital projects fund. Encumbrances
outstanding at year end are reported as reservations of fund balances and do not constitute expenditures or liabilities
because these commitments will be honored during the subsequent year. The subsequent year's appropriations
provide authority to complete these transactions.

E. ASSETS, LIABILITIES AND FUND EQUITY

1. Cash

Cash includes amounts in checking and savings accounts.

2. Investments

The Town has a pooled investment account with the State Board of Administration, which allows the Town to invest
temporarily, idle monies at more favorable interest rates by consolidation of its resources. The investments are
stated at amortized cost, which approximates fair value. This pool is regulated by the State and the fair value of the -
position in the pool is the same as the value of the pool shares. :

Pension trust fund investments are reported at fair value. The average cost method is used for computing realized

gains and losses on marketable equity securities in the pension funds. The difference between the excess of fair
value over cost represents unrealized gain.
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. ASSETS, LIABILITIES AND FUND EQUITY (CONTINUED)
3. Accounts Receivable/Due from Other Governments

The Town considers accounts receivable and due from other governments to be fully collectible; accordingly, no
allowance for doubtful accounts is required.

4. Fixed Assets

Fixed assets used in governmental fund type operations (general fixed assets) are accounted for at historical cost, if
purchased, and at fair market value at date of gift, if donated, in the General Fixed Asset Account Group, rather than
in the governmental funds. Public domain (infrastructure) general fixed assets consisting of certain improvements
including roads, bridges, curbs and gutters, streets and sidewalks, drainage systems and lighting systems are not
capitalized as general fixed assets. No depreciation has been provided for assets accounted for in the General Fixed
Assets Account Group.

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

5. Compensated Absences

It is the government’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
Vacation and sick pay is accrued when incurred and reported as a fund liability. Vacation and sick pay that is
expected to be liquidated with expendable available financial resources is reported as an expenditure and a fund
liability of the governmental fund that will pay it. Amounts not expected to be liquidated with expendable available
financial resources are reported in the general long-term debt account group. No expenditure is reported for these

amounts.

6. Deferred Revenue

Deferred revenue consists of fines and forfeitures revenue that was potentially overpaid to the Town by the Clerk of
Courts. Deferred revenue also includes occupational licenses for fiscal year 2002 that were collected during fiscal
year 2001. o

7. Long-Term Liabilities

Long-term debt is recognized as a liability of a governmental fund when due. For other long-term obligations, only
the portion expected to be financed from expendable available financial resources is reported as a fund liability of a

governmental fund. The remaining liability is reported for in the General Long-Term Debt Account Group.

All liabilities (current and non-current) associated with Pension Trusts are included on their balance sheets.
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements
September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES AND FUND EQUITY (CONTINUED)

8. Fund Equity - Reserves and Designations

Reserves represent those portions of fund equity not appropriable for expenditure or are legally segregated for a
specific use. The Combined Balance Sheet - All Fund Types and Account Groups, report a number of reserves.

‘The nature and purpose of these reserves are explained below:

* Reserved for Law Enforcement - represents amounts from police forfeiture monies, donations and 800 MHZ
monies required to be expended for law enforcement.

¢ Reserved for Police Education - represents amounts required by Florida Statutes to be spent as specified for .

police training and education.
* Reserved for Stormwater Utility — represents amounts to be used for the management of stormwater. . :

e Reserve for Debt Service — represents amounts for payment of principal and interest maturing in-subsequent
years in accordance with legal restrictions pursuant to debt covenants. S

¢ Reserved for Police and General Employees' Pensmn represents amounts for employee pensions in accordance
with legal and contractual provisions.

e Reserve for Municipal Complex — represents amount from bond proceeds for the construction and renovation of
the Town’s municipal complex.

* Reserve for Encumbrances — represents funds committed under unperformed contracts - for playground
equipment and installation of a drainage pipe.

Designated fund balances represent tentative plans for future use of financial resources. The Combined Balance
Sheet - All Fund Types and Account Groups reports designations of unreserved fund balances. These designatioris
are not required by law or accounting principles, but are further classifications of fund equity to identify amounts
which are earmarked for specific purposes (generally, for subsequent years’ expenditures). -

F. INTERFUND TRANSACTIONS

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions that constitute
reimbursements of a fund for expenditures or expenses initially made from it that are properly applicable to
another fund are recorded as expenditures or expenses in the reimbursing fund.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported as transfers. -
Nonrecurring or non-routine permanent transfers of equity are reported as residual equity transfers. All other - ..

interfund transfers are reported as operating transfers.
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. COMPARATIVE DATA

Comparative total data for the prior year has been presented in the accompanying general purpose financial
statements in order to provide an understanding of changes in the Town's financial position and operations and are
not intended to present all the information necessary for a fair presentation in accordance with accounting principles
generally accepted in the United States of America. Comparative data has not been presented in each of the
statements since their inclusion would make the statements unduly complex and difficult to read.

H. MEMORANDUM ONLY TOTAL COLUMNS

Total columns on the Combined Statements - Overview are captioned "Memorandum Only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns does not present financial position or results of
operations in conformity with generally accepted accounting principles; neither is such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. BUDGETARY COMPLIANCE

The Town's budgetary data and actual data are presented on the modified accrual basis for all governmental funds in
accordance with accounting principles generally accepted in the United States of America.

B. EXCESS OF BUDGETED EXPENDITURES OVER REVENUES

The Town’s budgeted expenditures exceeded revenues in the General Fund, the Police Education Special Revenue
Fund and the Debt Service Fund; however, this is pursuant to the legally adopted budget to expend available fund
equity (cash carryforward) and does not constitute a deficit.

The Town budgeted to spend more than was available in the Police Education Fund and Capital Projects Fund,
which created budget deficits in those funds.

C. EXCESS OF EXPENDITURES OVER REVENUES

Actual expenditures exceeded revenues in the Capital Projects Fund pursuant to the legally adopted budget to
expend available fund equity.

The Town spent more than was available in the Stormwater Utility Fund, which created a deficit of $713 in the fund
balance.

D. NEW FUND

The Town established a separate Special Revenue Fund, the Stormwater Utility Fund, to account for financial
resources to be used for the management of stormwater.
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 3 - DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS -
A. DEPOSITS AND INVESTMENTS

The investment of municipal funds is authorized by Florida Statutes which allows the Town to invest in the Local
Government Surplus Funds Trust Fund or any intergovernmental investment pool authorized pursuant to the Florida
Interlocal Cooperation Act, SEC registered money market funds with the highest credit quality rating, interest-
bearing time deposits or savings accounts in qualified public depositories, and direct obligations of the U.S.
Treasury.

Investment of public funds with the State Board of Administration is governed by Section 218.407, Florida Statutes.
These investments consist primarily of Federal Agency obligations; repurchase agreements, bankers’ acceptances,
U.S. treasury bills, bonds and notes, commercial paper, and certificates of deposit.

Banks and savings and loans must meet the criteria to be a qualified public depository as described in the Florida

- .Security for Public Deposits Act in accordance with Chapter 280, Florida Statutes before any investment of public -
funds can be made with them. At year end, the carrying amount of the Town’s deposits was $822,709 and the bank

balance was $986,414. These deposits are insured by the FDIC up to $200,000, $100,000 for demand deposits and

$100,000 for savings deposits. Monies invested in amounts greater than the insurance coverage are secured by the

banks pledging securities with the State Treasurer in the Multiple Financial Institutions Collateral Pool.

The Town's investments are categorized to give an indication of the level of risk assumed by the Town at year end.
Those investments assigned a credit risk under Category 1 include investments that are insured or registered, or
securities that are held by the Town or its agent in the Town's name. Category 2 includes uninsured and
unregistered investments with the securities being held by the counterparty's trust department or agent in the Town's
name. Category 3 includes uninsured and unregistered investments with the securities being. held by the
counterparty, or by its trust department or agent, but not in the Town's name. .

The following table illustrates the level of risk assumed by the Town at September 30, 200 1:

Investments:
Categories of Credit Risk Fair
Pension investments: 1 2 3 Value
Bonds $ - $ - $ 836,676 $ 836,676
Common stocks - - 722,206 722,206
Variable annuities - - 118,369 118,369
Other Town investments:;
State municipal bonds - - 942,115 942,115
$ - $ - $ 2,619,366 2,619,366
Investments not subject to categorization:
Investments with State
Board of Administration 2,033,347
Total investments $ 4,652,713
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TOWN OF MELBOURNE BEACH, FLORIDA

Notes to Financial Statements

September 30, 2001

NOTE 3 - DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (CONTINUED)
A. DEPOSITS AND INVESTMENTS (CONTINUEDO

These deposits and investments are reflected on the accompanying balance sheet in the following classifications:

Cash $ 822,709
Investments 4,652,713
Total deposits and investments $ 5,475,422

B. PROPERTY TAXES

The Town is permitted to levy taxes up to 10 mills on assessed valuation. However, Chapter 74-430, Laws of
Florida, a special act applicable only to governmental units in Brevard County, limits the annual increase to 10% of
tax revenues of the preceding year (exclusive of new construction and improvements not appearing in the previous
year's tax roll) without voter approval by referendum.

The millage rate levied by the Town for the fiscal year ended September 30, 2001 was 3.9867 mills. Tax
collections for the Town were approximately 97% of the total tax levy.

The Town Commissioners levied an additional ad valorem tax to pay the long-term debt for the purchase of the land
for the new library. The millage rate levied by the Town for the fiscal year ended September 30, 2001 was .3020
mills. Tax collections for the Town were approximately 97% of the total tax levy.

The tax levy of the Town is established by the Town Commissioners. Under Florida law, the assessment of all
properties and the collection of municipal taxes are provided by offices of the County’s Property Appraiser and
Tax Collector. Ad valorem taxes are levied on property values as of January 1. The fiscal year for which taxes
are levied begins October 1. Taxes are due November 1 and become delinquent on April 1. All taxes unpaid as
of May 30 are subject to a tax certificate sale.

C. INTERFUND TRANSFERS, RECEIVABLES AND PAYABLES
Interfund transfers for the year ended September 30, 2001 are summarized as follows:

Operating transfers Transfers In Transfers Out

General Fund $ - $ 52,566
Debt Service Fund 178,019 -

Capital Projects Fund - 125,453

Total $ 178,019 $ 178,019

Residual equity transfers Transfers In Transfers Out

General Fund $ - $ 127,704
Capital Projects Fund 127,704 -

Total $ 127,704 $ 127,704
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