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We have audited the accompanying financial statements of the governmental activities and the
fund information of San Carlos Estates Water Control District as of and for the year ended
September 30, 2009, which collectively comprise the District's basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the District's
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the fund information of San Carlos
Estates Water Control District as of September 30, 2009, and the respective changes in financial
position, thereof, and the respective budgetary comparison for the General Fund for the year then
ended in conformity with accounting principles generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated June
15, 2010, on our consideration of San Carlos Estates Water Control District's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the rasults of
that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Govg' rnment
Auditing Standards and should be read in conjunction with this report in considering the résults of
our audit.

The management's discussion and analysis on pages 3 through 6 is not a required pafrt of the
basic financial statements, but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the information and

express no opinion on it.

ﬁ'i, Mtb, ... & /"5’

2010




9

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management of San Carlos Estates Water Control District would like to offer the readers of
the District’s financial statements this discussion and analysis of the District’s financial actwltles
during the fiscal year that ended on September 30, 2009. We encourage readers to c0n51d¢r the
information presented in this discussion and analysis in conjunction with the District’s ﬁnanmal
statements, which follow this section. !

The District has hired an employee for the administration of the District’s operations and caplta]
improvement program. i

FINANCIAL AND DISTRICT HIGHLIGHTS

Financial Highlights

e The assets of the District exceeded its liabilities at the end of the fiscal year ended
September 30, 2009 by $12,644,818. v

e The District’s total net assets decreased by $645,828. ,
The District’s total revenue (on an accrual basis) was $1,637,221 for the year @nded
September 30, 2009. |

s Total expenses for all of the District’s activities were $2,283,049 for the year.

District Highlights

¢ The District made additional principal payments totaling $732,000 during the fiscal )éfear.
¢ The District finalized the capital assessments for Phase I & II. The District has reduced
their assessments and modified the annual assessments and provided refunds. !

USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to San Carlos Estates Water
Control District’s basic financial statements. The District’s annual report consists of two parts:
management’s discussion and analysis (this section) and the basic financial statements. The basic
financial statements themselves consist of three components: government-wide financial; data,
fund financial data and notes to the financial statements. The District is a special-purpose
government engaged in a single governmental program. The District is allowed to present their
fund financial data and their government-wide financial data combined using a columnar format
that reconciles individual line items of fund financial data to government-wide data in a separate
column on the face of the financial statements. These statements present different views d)f the
District: 1
e The last column of the statements is the government-wide financial data that provide both
long-term and short-term information about the District’s overall financial status.
e The fund financial data focus on individual parts of the District’s government, reportmg

the District’s operations in more detail than the government-wide data. |
i

Governmental fund information helps the reader determine whether there are more or fewer
financial resources that can be spent in the near future to finance the District’s programs. The
differences between government-wide activities (reported in the statement of new assets and the
statement of activities) and governmental funds are reconciled in a footnote to the financial

statements.



FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Assets exceeded liabilities by $12,644,818 for the fiscal year ended September 30, 2009. | The
largest assets include capital assessments, and capital assets (swale drainage and road
improvements), approximately (36%) and (62%) of the District’s total assets, respectively. |

The District uses capital assets to provide services to its landowners; accordingly, these assets are

not available for future spending.

The following table highlights the net assets as of September 30, 2009 and 2008:

Capital assessments
Other current assets
Investments
Capital assets

Total assets

Current liabilities

Other noncurrent liabilities
Total liabilities

Net assets:

Invested in capital assets, net of related debt

Restricted for debt service
Unrestricted
Total net assets

2009

$ 7,091,040
29,185
453,131
12.235.005
19,808.361

383,019

6,780,524
7,163,543

5,143,965
35,878
__1,464975

$12,644.818

2008

$ 8,150,594
10,926
1,248,397
12,261,631

21,671,548
557,862
__7.823.040
8,380,902
4,111,087

__9.179.6
;ﬁ_w“ﬁ,.&é

& i%

The following table highlights the changes in net assets for the years ended September 30, 2009

and 2008:

Revenues
Maintenance assessments
Special assessments
Investment earnings
Intergovernmental revenue
Other income
Total revenues

Program expenses
Physical environment
Total expenses

Increase (decrease) in net assets
Net assets, beginning of year
Net assets, end of year

2009

$ 646,072
820,589
8,810
160,250

1,500

1,637.221

2,283,049
2,283,049

( 645,828)
_13.290.646

$ 12,644,818

2003i

$ 393,146
1,391,392
71,401
192,795
18,844
2,067.578

767,678
— 767.678

1,299,900
11,990,746

$1 ;},29Q,6ig



The following graphs represent the sources of revenue and expenses for the fiscal year:

SCEWCD Revenue Sources
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BUDGETARY HIGHLIGHTS

The District adopted the fiscal year 2008/2009 budget on July 15, 2008 with an mcrease of
171.94% in the assessment rate from FY 2008. Total expenditures budgeted for the ﬁscal | year
ended September 30, 2009 was approximately $4,855,844. Total assessment revenue budgeted
was approximately $1,711,242. 1‘

Total actual expenditures were $1,531,809 below budgeted expenditures. This was mainly due to
the following: !

» Expenditures were not at budgeted level of appropriations.

Total actual revenues were $74,021 below the budgeted revenue.



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the beginning of the fiscal year ended September 30, 2009, the District had $12,261

,631

invested in a construction of Phase I and Phase Il improvements. The District did not make: any

additions to the capital assets during the fiscal year.

The following table summarizes the District’s capital assets, net of accumulated depreciation, for

the years ended September 30, 2009 and 2008:
2009 2008

Infrastructure assets $12,235,005

Debt

The following table presents the District’s total outstanding debt for the fiscal years e
September 30, 2009 and 2008:

2009 2008
Accounts payable and other liabilities § 72,503 $ 230,308
Notes payable — bank 7.091.040 8,150,594

Total outstanding debt, September 30, $ 7,163,543 $ 8380902

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

nded

This financial report is designed to provide our readers with a general overview of the District’s

finances and to demonstrate the District’s accountability for the money it receives. If you
questions about this report or need additional financial information, please contact:

Bud Lawson

San Carlos Estates Water Control District
P. O. Box 367807

Bonita Springs, FL. 34135

have



SAN CARLOS ESTATES

WATER CONTROL DISTRICT
Statement of Net Assets and
Governmental Funds Balance Sheet

September 30, 2009

Assets
“Investments
Capital assessments receivable Phase |
Capital assessments receivable Phase Ii
Prepaid expenses
Due from other government
Land
Other capital assets

Total assets

Liabilities
Current
Accounts payable
Accrued liabilities
Long-term
Due within one year
Due in more than one year

Total liabilities

Fund balance/net assets
Fund balance
Reserved for prepaid expenses
Reserved for noncurrent assessments
Unreserved

Total fund balance
Total liabilities and fund balance

Net assets
Invested in capital assets,
net of related debt
Restricted for debt service
Unrestricted

Total net assets

See accompanying notes.

Stétement of

General Adjustments ‘
Fund {Note 9) Net Assets
$ 453,131 - $ | 453131
6,293,766 - 6,293,766
797,274 - 797,274
5,846 - 5,846
23,339 - 23,339
- 7,500 . 7,500
- 12,227,505 12,227,505
$ 7,573,356 $ 12,235,005 $ 19,808,361
$ 8,403 - $ 8403
10,247 53,853 64,100
- 310,516 310,516
- 6,780,524 6,780,524
18,650 7,144,893 7,163,543
5,846 (5,846) -
6,780,524 (6,780,524) -
768,336 (768,336) -
7,554,706 (7,554,706) -
$ 7,573,356
5,143,965 %5,143.965
35,878 | 35,878
7,464,975 7,464,975
$ 12,644,818 $ 12,644,818
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SAN CARLOS ESTATES
WATER CONTROL DISTRICT

Statement of Activities and Governmental Fund Revenues,
Expenditures, and Changes in Fund Balance
For the Year Ended September 30, 2009

Expenditures/expenses
Physical environment
General maintenance

Drainage

Swale mowing
Administration
Engineer

Legal

Other professional services
Miscellaneous
Insurance

Auditor

Property Appraiser
Roads

Tax Collector
Depreciation

Capital Improvement Project - Phase |

Debt service interest
Tax Collector

Capital Improvement Project - Phase Il

Debt service interest
Tax Collector

Capital assessment adjustments
and refunds

Phase |
Phase Il

Debt service principal

Phase |
Phase ||

Total expenditures/expenses
(carried forward)

See accompanying notes.

Staiement of

General Adjustments |
Fund (Note 9) Net Assets
$ 193,645 $ - $ | 193,645
91,667 . 91,667
69,090 - 69,090
50,327 - 50,327
30,792 - 30,792
23,463 - 23,463
11,864 - 11,864
7,683 - 7,683
6,295 - 6,205
6,025 - 6,025
4,922 ; 4,922
3,168 ; 3,168
- 26,626 . 26,626
317,030 (7,093) | 309,937
707 . - 707
47,814 (965) | 46,849
684 - . 684
1,212,800 - 1,212,800
186,505 - 186,505
932,670 (932,670) -
126,884 (126,884) -
3,324,035 (1,040,986) 2,283,049

8




SAN CARLOS ESTATES

WATER CONTROL DISTRICT

Statement of Activities and Governmental Fund Revenues,
Expenditures, and Changes in Fund Balance (continued)
For the Year Ended September 30, 2009

Total expenditures/expenses
(brought forward)

Program revenues
Capital assessments - Phase |
Capital assessments - Phase ||

Intergovernmental revenue
Use and connection fees

Total program revenues

General revenues

Maintenance assessments
interest income

Total general revenues

Excess of revenues under
expenditures/expenses

Change in net assets

Fund balance/net assets
Beginning of year

End of year

General Adjustments Statement of
Fund (Note 9) Net Assets
3,324,035 (1,040,986) 2,283,049

715,164 - 715,164
105,425 - 105,425
160,250 - 160,250
1,500 - ] 1,500
982,339 - | 982,339
646,072 - - 646,072
8,810 - ] 8,810
654,882 - | 654,882
(1,686,814) 1,686,814 -
- (645,828) : (645,828)
9,241,520 4,049,126 _1 3,290,646
$ 7,554,706 $ 5,090,112 $ 12,644,818

See accompanying notes.
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% SAN CARLOS ESTATES
WATER CONTROL DISTRICT
Statement of Revenues, Expenditures,
and Changes in Fund Balance -
Budget and Actual - General Fund
For the Year Ended September 30, 2009

s Variance -
% Original Amended Favorable
Budget Budget Actual (Unfavorable)
@ Expenditures/expenses
% Physical enviroment
General maintenance /
Drainage $ 102,500 $ 102,500 $ 193,645 $ (91,145
Swale mowing 123,000 100,000 /,90}499 94667 8333 o
Administration 64,308 64,308 69,090 (4,782)/
Engineer 70,000 70,000 50,327 19,673 / |
Legal 35,000 35,000 30,792 4,208 /
Other professional services 24,000 3,000 23,463 (20,463)
% Miscellaneous 15,884 15,884 11,864 4,020
. Insurance 8,250 8,250 7,683 567
Auditor 5,975 5,975 6,295 (320)
Property Appraiser 4,372 4,372 6,025 | (1,653)
Roads 20,000 20,000 4,922 15,078
Tax Collector 3,300 3,300 3,168 132
Contingency 286,081 365,318 - 365,318
Capital Improvement Project - Phase | 3
Debt service interest 395,896 317,030 317,030 -
Tax Collector 725 725 707 18
Other professional services - 11,000 - 11,000
E Contingency 3,104,126 305,206 - 305,206
Capital Improvement Project - Phase Il
Debt service interest 56,609 47,814 47,814 -
% Tax Collector 700 475 684 (209)
Other professional services 11,000 - 11,000
Contingency 352,165 41,710 - 41,710

Capital assessment adjustments
and refunds

Phase | 1,964,914 1,212,800 752,114
Phase il 298,509 186,505 112,004
Debt service principal
Phase | 365,604 932,670 932,670 -
Phase Il 41,337 126,884 126,884 -
Total expenditures/expenses 5.079,932 4,855,844 3324035 1,531,809
% (carried forward)

See accompanying notes.

10



SAN CARLOS ESTATES
WATER CONTROL DISTRICT
Statement of Revenues, Expenditures,
and Changes in Fund Balance -
Budget and Actual - General Fund (continued)

% For the Year Ended September 30, 2009
, Variance -
% Original Amended Favorable
Budget Budget Actual (Unfavorable)
% Total expenditures/expenses 5,079,932 4,855,844 3,324,035 1,631,809
(brought forward)
Program revenues
Capital assessments - Phase | 1,226,051 813,120 715,164 (97,956)
Capital assessments - Phase li 146,311 104,292 105,425 | 1,133
Intergovernmental revenue - 124,221 160,250 | 36,029
Use and connection fees 7,500 2,250 1,500 (750)
Total program revenues 1,379,862 1,043,883 982,339 (61,544)
% General revenues
Maintenance assessments 681,000 643,165 646,072 2,907
Interest income 49,900 24,194 8,810 (15,384)
% Total general revenues 730,900 667,359 654,882 (12,477)
E Excess of revenues under expenditures $ (2,969,170) $ (3,144,602) (1,686,814) ' $ 1,457,788

Fund balance, beginning of year 9,241,520 |
Fund balance, end of year $ 7,554,706 »

|
|

1

See accompanying notes.
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

The accounting methods and procedures adopted by San Carlos Estates Water Contrpl District
conform to generally accepted accounting principles as applied to governmental entites. The
following notes to the financial statements are an integral part of the District's Annual Financial
Report. 5

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

\
San Carlos Estates Water Control District (the District), a local governmental unit, was cfeated by
Circuit Court Decree, 12th Judicial Circuit, dated April 3, 1969, to provide water coptrol and
drainage services to a certain prescribed area in Lee County, Florida. The District is funded
primarily by taxes and is operated by a three-person Board of Supervisors (the Supewiso(s).

\
The District is an independent special district created pursuant to the method authbrized in
Chapter 298 of the Florida Statutes. A three-member Board of Supervisors elected by the
landowners of the District governs the District. The Board appoints an Administrator to abmlnlster

the policies emanating from its statutory powers and authority. l

The District's financial statements are prepared in accordance with generally accepted aécountlng
principles (GAAP). The Government Accounting Standards Board (GASB) is respoﬁsnble for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Fmanmal
Accounting Standards Board (FASB) issued through November 30, 1989 (when appllcable) that
do not conflict with or contradict GASB pronouncements. The more significant accountmg policies
established in GAAP and used by the District are discussed below. }

\
In June 1999, the Governmental Accounting Standards Board (GASB) unanimously épproved
Statement No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for
State and Local Governments. Significant changes in the Statement include the following:

A Management Discussion and Analysis (MD&A) section providing an analysis ofithe
District's overall financial position and results of operations.

Financial statements prepared using full accrual accounting for all of the District's
activities, including infrastructure (roads, bridges, etc.).

A change in the fund financial statements to focus on the major funds.
These and other changes are reflected in the accompanying financial statements (including notes

to financial statements). The District has elected to implement all of the provisions of the
Statement.

12



SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Reporting Entity (continued

Government Accounting Standards Board (GASB) Statement 14 entitied "The Financial Reporting
Entity" establishes criteria for determining which organizations should be included in a
governmental financial reporting entity. Based upon application of these criteria, the District has
determined that there are no additional governmental departments, agencies, institutions,
commissions, public authorities or other governmental organizations operating within the
jurisdiction of the Supervisors that would be considered component units to be included in the
financial statements of the District.

Basic Financial Statements - Government-wide Statements

The District's basic financial statements include both government-wide (reporting the District as a
whole) and fund financial statements. Both the government-wide and fund financial statements
categorize primary activites as either governmental or business-type. The District's drainage
activities and general administrative services are classified as governmental activities.

In the government-wide Statement of Net Assets, the governmental activities columns (a) are
presented on a consolidated basis by column, (b) and are reported on a full accrual, economic
resource basis, which recognizes all long-term assets and receivables as well as long-term debt
and obligations. The District's net assets are reported in three parts - invested in capital assets,
net of related debt; restricted net assets; and unrestricted net assets. The District first utilizes
restricted resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of the District's
functions and activities. The functions are also supported by general govemment revenues
(special assessments). The Statement of Activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. Program revenues must
be directly associated with the District's functions and activities.

The District is a special-purpose government engaged in a single governmental program. The
District is allowed to present their fund financial data and their government-wide financial data
combined, using a columnar format that reconciles individual line items of fund financial data to
government-wide data in a separate column on the face of the financial statements.

This govemment-wide focus is more on the sustainability of the District as an entity and the
change in the District's net assets resulting from the current year's activities.

13



SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basic Financial Statements - Fund Financial Statements

The financial transactions of the District are reported in individual funds in the fund| financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprises it assets, liabilities, reserves, fund equity, revenues and expenditures/expenses.
The various funds are reported by generic classification within the financial statements.

The emphasis in fund financial statements is on the major funds in either the governmental or
business-type activities categories. Nonmajor funds by category are summarized into a single
column. GASB Statement No. 34 sets forth minimum criteria (percentage of the assets, liabilities,
revenues or expenditures/expenses of either fund category or the governmental and enterpnse
combined) for the determination of major funds. |

The following fund types are used by the District:

Governmental Funds :
The focus of the governmental funds' measurement (in the fund statements) is upon detefmination
of financial position and changes in financial position (sources, uses, and balances of financial
resources) rather that upon net income. The following is a description of the governmental fund of
the District: ;

General Fund

The General Fund is the general operating fund of the District. It is used to account for
all financial resources except those required to be accounted for in another fund.

Basis of Accounting

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

Accrual
The governmental activities in the governmental-wide financial statements | are

presented on the accrual basis of accounting. Revenues are recognized when earned
and expenses are recognized when incurred.

14



SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes o Financial Statements
September 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Accounting {continued)
Modified Accrual

The governmental funds financial statements are presented on the modified acc
basis of accounting. Under the modified accrual basis of accounting, revenues
recorded when susceptible to accrual; i.e., both measurable and available. "Availa
means collectible within the current period or within 60 days after the year

Expenditures are generally recognized under the modified accrual basis of account

when the related liability is incurred. The exception to this rule is that principal
interest on general obligation long-term debt, if any, is recognized when due.

Investments
Investments are stated at cost, which approximates market.

Receivables

rual
are

le"
nd.
ing
and

All receivables are reported at their gross value and where appropriate, are reduced by the

estimated portion that is expected to be uncollectible.

Capital Assets

Capital assets purchased or acquired are reported at historical cost or estimated historical cost.
Contributed assets are reported at fair market value as of the date received. Additions,
improvements and other capital outlays that significantly extend the useful life of an asset are

capitalized. Other costs incurred for repairs and maintenance are expensed as

ncurred.

Depreciation on all assets is provided on the straight-line basis over the following useful lives:

Buildings 156 - 30 years

Machinery and equipment 5-10 years

Improvements 10 - 20 years

General infrastructure 10 - 50 years
15
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets (continued)

GASB Statement No. 34 requires the District to report and depreciate new infrastructure assets

effective with the beginning of the current year. Infrastructure assets include roads,

bridges,

canals and pumping stations. These infrastructure assets are likely to be the largest asset class of
the District. Neither their historical cost nor related depreciation has historically been reported in
the financial statements. The District is classified as a Phase 3 Government in accordance with

the definitions contained in GASB 34. A Phase 3 Government is not required to report th
general infrastructure assets retroactively. The District elected to report their general mfra
assets on a prospective basis.

Revenues

eir major
structure

Substantially all governmental fund revenues are accrued. Assessments are billed and icollected
within the same period in which the taxes are levied. Subsidies and grants which finance either
capital or current operations, are reported as nonoperating revenue based on GASB Statement

No. 33. In applying GASB Statement No. 33 to grant revenues, the provider recognizes
and expenses and the recipient recognizes receivables and revenue when the applicable)
requirements, including time requirements, are met. Resources transmitted before the

liabilities
eligibility
eligibility

requirements are met are reported as advances by the provider and deferred revenue by the

recipient.

Expenditures

Expenditures are recognized when the related fund liability is incurred. Inventory costs are
reported for governmental activities in the period the inventory items are used, rather than in the

period purchased.

Capitalization Policy

The capitalization policy of the District is to capitalize all assets with a cost of $750 or more.
Capital assets are recorded at cost. Expenditures for maintenance, repairs, and minor fenewals

are expensed as incurred. Major renewals and enhancements are capitalized.

The preparation of financial statements in conformity with generally accepted accounting ;i:inciples

requires management to make estimates and assumptions that affect the reported a
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
statements and the reported amount of revenues and expenses during the reported periog
results could differ from those estimates.

ount of
financial
1. Actual

16



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

Budgets and Budgetary Accounting

The District follows these procedures in establlshmg the budgetary data reflected in the financial

statements:

1.

NOTE 2 - INVESTMENTS

During April, the Administrator subrnits to the Board of Supervisors a prop:sed
operating budget for the upcoming fiscal year. The operating budget mchgdes

proposed expenditures and the means of financing them. |

A public hearing is held to obtain taxpayer comments. ’
During May, the budget is legally enacted through passage of a resolution.
All budget changes must be approved by the Board of Supervisors.

The budget for the General Fund is adopted on a basis consistent with genarally
accepted accounting principles.

Total budgeted amounts reflect all amendments approved by the Board of
Supervisors. Line item changes made during the year were approved by the Board of
Supervisors. )

During the year, investments consisted of money market accounts, certificates of depo
guaranteed investment contract. These funds were entirely covered by federal depository
insurance or by a collateral pool pledged to the State Treasurer by financial institutio
comply with the requirements of Florida Statutes and have been designated as qualifi

depositories by the State Treasurer.

The District's investments, as of September 30, 2009, are categorized as either (1) insured or
registered for which the securities are held by the District or its agent in the District's name, (2)
uninsured and unregistered for which the securities are held by the broker's or dealer's trust
department or agent in the District's name, or (3) uninsured and unregistered for which the
securities are held by the broker or dealer, or by its trust department or agent but rﬁot in the

District's name. |

|
Categories Carrying Market
1 2 3 Amount Yalue

Money market accounts, '
certificates of deposit, and |
guaranteed investment |

contract $453131 $ $ $453,131 $453,131
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 2 - INVESTMENTS (continued)

Florida Statutes, Chapter 218.345, authorizes the District to invest in the Local Government
Surplus Funds Trust Fund administered by the State Treasurer; negotiable direct obligations of or
obligations unconditionally guaranteed by the U.S. Government; interest-bearing time deposits or
savings accounts in financial institutions located in Florida and organized under Federal or Florida
laws; obligations of the Federal Farm Credit Banks, the Federal Home Loan Mortgage
Corporation, the Federal Home Loan Bark or its district banks, or obligations guaranteed by the
Government National Mortgage Association; securities of any open-end or closed-end
management type investment company or investment trust registered under the Investment Act of
1940 provided the portfolio is limited to United States Government obligations.

NOTE 3 - ASSESSMENTS

The District has the authority to annually levy a per acre maintenance assessment on the taxable
acres contained within the District to maintain and operate the District. On July 15, 2008, the
District levied a maintenance assessment of $640.82 per acre for the fiscal year ended September
30, 2009.

All assessments, which become an enforceable lien on the property as of January 1, are due and
payable on November 1 of each year, or as soon thereafter as the tax roll is delivered to the
county tax collector. All unpaid assessments become delinquent on April 1 following the year in
which they are assessed. Discounts are allowed for early payment at the rate of 4% in the month
of November, 3% in the month of December, 2% in the month of January, and 1% in the month of
February. The assessments paid in March are without discount.
|
On or prior to June 1 following the assessment year, tax certificates are sold for all delinquent
assessments on real property. After sale, tax certificates bear interest of 18% per year or at any
lower rate bid by the buyer. Application for a tax deed on an unredeemed tax certificate may be
made by the certificate holder after a period of two years. Unsold certificates become the property
of the District bearing interest at a rate of 18% per year.
|
The District has passed two special assessments to cover the costs of capital improvements made
within the District. Property owners will be billed in installments over a twenty-year period. The
amount of the assessments is based on the property owners' acreage.
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 4 - CAPITAL ASSETS

Schedule of Changes in Capital Assets

Balance Bal#nce
October 1, September 30,
2008 Additions Deletions 2009
Land $ 7.500 $ - $ - $ 7,500
Infrastructure assets 12,254,131 - - 12,254,131
12,261,631 - - 12,261,631
Less accumulated

depreciation - 26,626 - 526,626
$12,261.631  $_(26,626) $ - &QM

NOTE 5 - LONG-TERM DEBT

|
On July 6, 2005, the District entered into a note payable with a bank to fund Phase | of the capital
improvement project. Under the terms of the note, payments of $276,725 are due semi-annually,
beginning February 1, 2006, and ending August 1, 2025, based on an interest rate of 4. 37% per
annum. The note is collateralized by special assessments of the District. On August 1, 2p09 the
District made an additional principal payment of $640,000.

On January 24, 2007, the District entered into a note payable with a bank to fund Phase ll of the
capital improvement project. Under the terms of the note, payments of $30,073 are due semi-
annually, beginning February 1, 2007, and ending August 1, 2025, based on an interest rate of
5.15% per annum. The note is collateralized by special assessments of the District. On August 1,

2009, the District made an additional principal payment of $92,000. «

|
|
|
|
|
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SAN CARLOS ESTATES WATER CONTROL DISTRICT

Notes to Financial Statements

September 30, 2009

NOTE 5 - LONG-TERM DEBT (continued)

Annual Maturities of Long-Term Debt

The annual requirements to amortize the long-term debt of the District as of September 30,

2009, are as follows:

Total
Payments

$ 553,450
563,450
553,450
553,450
553,450
2,767,250
2,767,250
553,450

$ 8,855,200

Total
Payments

PHASE |
Year Ending
September 30, Principal Interest

2010 $ 277,584 $ 275,866
2011 290,019 263,431
2012 302,334 251,116
2013 316,555 236,895
2014 330,736 222,714
2015-2019 1,889,061 878,189
2020-2024 2,351,941 415,309
2025 535,536 17,914

$ 6,293,766 $ 2,561,434

PHASE Il
Year Ending
September 30, Principal Interest

2010 $ 32,932 $§ 41214
2011 34,674 39,472
2012 36,407 37,739
2013 38,434 35,712
2014 40,467 33,679
2015-2019 236,711 134,019
2020-2024 306,315 64,415
2025 71,334 2,812

$ 797,274 $ 389,062

20
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 6 - FUND BALANCE/NET ASSETS

Reservations of the fund balance and restrictions of net assets of the District are created o either
(1) satisfy legal covenants that require that a portion of the net assets be segregated, or (2)
identify the portion of fund balance that is not appropriable for future expenditures. A specific
reservation of the fund balance and a specific restriction of net assets are as follows:

Reserved for Prepaid Expenses

This reserve was created to represent the portion of the fund balance that is not available
for expenditures because the District expects to use these resources within the jnext
budgetary period.

Reserved for Noncurrent Assessments

This reserve of fund balance was created to identify the portion of fund balance attributed
to noncurrent assessments not expected to be collected in the next fiscal year.

NOTE 7 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, or damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
% District is a member of a public entity risk pool which is a cooperative group of governmental

entities joining together to finance an exposure, liability, or risk. The pool provides covefrage for
property, liability, public officials’ liability, workers' compensation, automobile physical damage,
general liability, and automobile liability. The costs of the property and casualty insurance and
workers' compensation are accounted for in the General Fund. There were no settled claims
which exceeded insurance coverage during the past three fiscal years. :

The District financial reporting entity is covered by Florida Statutes under the Doéctrme of
Sovereign Immunity, which effectively limits the liability of individual claims to $100, 000/3#200 000
for all claims relating to the same incident.

NOTE 8 - OVER EXPENDITURES

At September 30, 2009, the following items had expenditures exceeding their budgeted amounts:

Expenditure type Over expenditure

Physical environment
General maintenance

% Drainage $ 91,145
Administration 4,782
Other professional services 20,463
Auditor 320
Property Appraiser 1,653
Capital Improvement Project - Phase |l
Tax Collector 209
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SAN CARLOS ESTATES WATER CONTROL DISTRICT
Notes to Financial Statements
September 30, 2009

NOTE 9 - FINANCIAL STATEMENT RECONCILIATIONS

The reconciliations of the Government-wide Financial Statements with the Governmental Fund

Financial Statements are as follows:

Statement of Net Assets and Governmental Fund Balance Sheet

Total fund balance - governmental fund balance

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported
in the funds.

Long-term liabilities and accrued liabilities are not due and
payable in current period and are not reported in the funds.

Net assets of governmental activities

Statement of Activities and Governmental Fund Revenues,
Expenditures and Changes in Fund Balance

Net change in fund balance

Amounts reported for governmental activities in the Statement
of Activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by
which depreciation exceeded capital outlay in the current
period.

The net effect of various transactions involving loan payments

The net effect of various transactions involving available
financial resources

Change in net assets

NOTE 10 - CAPITAL ASSESSMENTS AND REFUNDS

$ 7,554,706

$(1 ,686,814)

|
|

(2@,626)
1,059,554

|
|

8,058

$ (645.828)

The District adopted Capital Assessments for Phase | and Phase |l for capital improvements within
the District. Initial billing was based on the preliminary estimates. The projects were completed
and the assessments were revised which reduced the annual payments and caused the refunding

of assessments.
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REPORT ON INTERNAL CONTROL

OVER FINANCIAL REPORTING AND

ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Supervisors
San Carlos Estates Water Control District
Bonita Springs, Florida

We have audited the financial statements of the governmental activities and the fund information
of San Carlos Estates Watér Control District, as of and for the year ended September 30, 2009,
which collectively comprise the District's basic financial statements and have issued our report
thereon dated June 15, 2010. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered San Carlos Estates Water Control District's
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of San Carlos Estates Water Control District's internal
control over financial reporting. Accordingly, we do not express on opinion on the effectiveness of
San Carlos Estates Water Control District's internal control over financial reporting.
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or employees, in the normal course of performing their assigned functions, to prevent ar detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects San Carlos Estates Water Control District's #bility to
initiate, authorize, record, process, or report financial data reliably in accordance with g‘enerally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of San Carlos Estates Water Control District's financial statements that is more than
inconsequential will not be prevented or detected by San Carlos Estates Water Control District's

internal control. We consider the deficiency described in the following paragraph to be a
significant deficiency in internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow man{gement

i
|
|
1

PRIOR YEAR COMMENT WHICH CONTINUES TO APPLY

Statement on Accounting Standards Number 112

Statement on Auditing Standards Number 112 requires the auditor to determine if San
Carlos Estates Water Control District is capable of preparing the enclosed ﬁnaniial
statements and has the skills and competencies necessary to prevent, detect, and
correct a material misstatement in its financial statements. We have determined that
San Carlos Estates Water Control District does not currently have the professiqnal
personnel needed to meet the requirements of Statement on Auditing Standards
Number 112. |

A material weakness is a significant deficiency, or combination of significant deficiencles, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by San Carlos Estates Water Control District's internal control.
Our consideration of the internal control over financial accounting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
the internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses. However
we believe that the significant deficiency described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether San Carlos Estates Water Control
District's financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of f nancial
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 resuits of our
tests disclosed no instances of noncompliance or other matters that are required to be reported

under Government Auditing Standards.
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San Carlos Estates Water Control District's response to the findings identified in our

audit is

described in the accompanying auditee's response to auditors' reports and management letter.
We did not audit San Carlos Estates Water Control District's response, and, accordingly, we

express no opinion on it.

This report is intended for the information of San Carlos Estates Water Control District and
management, and the State of Florida Office of the Auditor General, and is not intended to be and

should not be used by anyone other than these specified parties.

Respectfully submitted,

/571 Wetly Pt /047 i

June 15, 2010
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INDEPENDENT AUDITORS' MANAGEMENT LETTER

Board of Supervisors
San Carlos Estates Water Control District
Bonita Springs, Florida

We have audited the financial statements of San Carlos Estates Water Control District, whose
headquarters is located in Bonita Springs, Florida, as of and for the fiscal year ended September
30, 2009, and have issued our report thereon dated June 15, 2010.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Govermnment
) Auditing Standards, issued by the Comptroller General of the United States. We have issued our
E Independent Auditors’ Report on Internal Control Over Financial Reporting and on Compliance

‘ and Other Matters. Disclosures (if any) in that report, which is dated June 15, 2010, shauld be
considered in conjunction with this management letter.

4
E Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules
of the Auditor General. Those rules (Section 10.554(1)(i)1.) require that we address|in the
management letter, if not already addressed in the auditors' report on compliance and internal
controls, whether or not inaccuracies, shortages, defalcations, fraud, and/or violations of laws,
rules, regulations, and contractual provisions reported in the preceding annual financial audit
report have been corrected. There were none of these items disclosed in the preceding annual

financial audit report.

As required by the Rules of the Auditor General (Section 10.554(1)(i)2.), the scope of our audit
included a review of the provisions of Section 218.415, Florida Statutes, regarding the investment
of public funds. In connection with our audit, we determined that San Carlos Estates) Water
Control District complied with Section 218.415, Florida Statutes.

The Rules of the Auditor General (Section 10.554(1)(i)3.) require that we address in the
management letter any recommendations to improve financial management. In connection with
our audit, we did not have any such recommendations.

1
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The Rules of the Auditor General (Section 10.554(1)(i)4.) require that we address in the
management letter, if not already addressed in the auditors' report on compliance and| internal
controls, violations of provisions of contracts and grant agreements or abuse that have an effect
on the financial statements that is less than material, but more than inconsequen?ial. In
connection with our audit, we did not have any such findings. !

The Rules of the Auditor General (Sections 10.554(1)(i)5.) provides that the auditor may, based on
professional judgment, report the following matters that have an inconsequential effect on financial
statements, considering both quantitative and qualitative factors: (1) violations of the provisions of
contracts or grant agreements, fraud, illegal acts, or abuse, and (2) control deficiencies that are
not significant deficiencies. In connection with our audit, we did not have any such findings.

The Rules of the Auditor General (Section 10.554(1)(i)6.) require that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be
disclosed in the management letter, unless disclosed in the notes to the financial statements. San
Carlos Estates Water Control District was created by Circuit Court Decree, 12th Judicial Circuit,
dated April 3, 1969. There are no other entities that are considered to be component units
requiring disclosure in the financial statements of San Carlos Estates Water Control District.

The Rules of the Auditor General (Section 10.554(1)(i)7.a.), require a statement to be included as
to whether or not the local government has met one or more of the conditions described in Section
218.503(1), Florida Statutes, and identification of the specific condition(s) met. In connection with
our audit, we determined that San Carlos Estates Water Control District did not meet any of the
conditions described in Section 218.503(1), Florida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(i)7.b.), we determined that the
annual financial report for San Carlos Estates Water Control District for the fiscal year ended
September 30, 2009, filed with the Florida Department of Financial Services pursuant to!Section
218.32, Florida Statutes, is in agreement with the annual financial audit report for the ﬁsL:aI year
ended September 30, 2009. }

As required by the Rules of the Auditor General (Section 10.554(1)(i)7.c. and 10.556(7), we
applied financial condition assessment procedures. It is management's responsibility to monitor
San Carlos Estates Water Control District's financial condition, and our financial condition
assessment was based in part on representations made by management and the review of
financial information provided by same. |

This management letter is intended solely for the information of San Carlos Estates Wateﬁ Control
District and management, and the State of Florida Office of the Auditor General, and is not
intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

Ml /Mﬂy Zs

June*15, 2010
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Phone: (239) 495-4699 Fax: (866) 784-3420 Email: scgdd@eanhlink.net
Watcr Contiol District Web Site: www.scewced.org Address: P.O. Box 367807 Bonita Springs, FL 34136

June 20, 2010

AUDITEE'S RESPONSE TO AUDITORS'
REPORTS AND MANAGEMENT LETTER

David W. Martin, CPA
Auditor General
E State of Florida

Re: Fiscal Year 2008-2009

Dear Mr. Martin:

The Rules of the Auditor General (Section 10.558(1)) require the audit report to include ia written
statement of explanation, including corrective action to be taken, or a rebuttal regar@ng any
deficiencies cited in the auditors' report and management letter.

AUDITORS' COMMENT CONTAINED IN THE REPORT ON INTERNAL CONTROL QVE
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

l

Statement on Auditing Standards Number 112

The District has determined that it is not economically feasible to comply with the
% requirements of Statement on Auditing Standards Number 112 (Statement). Th

District is a small governmental entity with limited financial resources. The District
possesses the business and operational acumen to detect any material misstatements
in their financial records. If the District employed an individual with the knowledge
required by the Statement, the financial cost incurred would exceed the benefit.

Sincerely,

San Carlos Estates Water Control District

AN

Secretary/Treasurer
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