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FINANCIAL SECTION

This section contains the following subsections:

Independent Auditor's Report
Management’s Discussion and Analysis
Basic Financial Statements

Schedules






Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on page 3 through 9 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Town of Windermere’s basic financial statements. The introductory section and schedule of capital
assets used in the operation of governmental funds are presented for purposes of additional analysis and
are not a required part of the financial statements.

The introductory section and schedule of capital assets used in the operation of governmental funds are the
responsibility of management and were derived from and related directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated February 25, 2014
on our consideration of Town of Windermere’s internal control over financial reporting and on 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 results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Town of Windermere’s internal control over financial
reporting and compliance.

et Dowvia & Companyp LLE

Orlando, Florida
February 25, 2014



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Town of Windermere, Florida (the Town) we offer readers of the Town’s
financial statements this narrative overview and analysis of the financial activities of the Town for
the fiscal year ended September 30, 2013.

Financial Highlights

o The assets of the Town exceeded its liabilities at the close of the most recent fiscal year
by $6,324,827 (net position). Of this amount, $1,073,859 (unrestricted net position)
may be used to meet the Town’s ongoing obligations to citizens and creditors.

The Town’s total net position increased by $191,875.

e As of the close of the current fiscal year, the Town’s governmental funds reported
combined ending fund balances of $1,115,508, an increase of $169,669 in comparison
with the prior year. Unassigned fund balance for the general fund was $699,079 or
18% of total general fund expenditures.

e The Town’s total debt decreased by $97,521 during the current fiscal year.

Overview of the Financial Statements

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

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the Town'’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the Town’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the Town is improving
or deteriorating.

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

Since the Town has no business-type activities such as water and sewer systems, the
government-wide financial statements include only governmental activities. The governmental
activities of the Town include general government, public safety, physical environment and culture
and recreation.

The government-wide financial statements can be found on pages 10 - 11 of this report.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Town, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The Town has three governmental funds - the General Fund, a Stormwater
Special Revenue Fund and the 5k Run Special Revenue Fund.

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

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

The Town adopts an annual appropriated budget for the General Fund and Stormwater Fund.
A budgetary comparison statement has been provided for the General Fund and Stormwater
Fund on pages 15 - 16 to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 12 - 16 of this report.

** THIS SECTION INTENTIONALLY LEFT BLANK ***



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-Wide Financial Analysis
Statement of Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the Town, assets exceeded liabilities by $6,324,827 at the
close of the most recent fiscal year. The following table reflects the condensed Statement of
Net Position for the current year. For more detail see the Statement of Net Position on page
10.

Town of Windermere
Statement of Net Position

Governmental Governmental
Activities Activities
2013 2012

Current and other assets $ 1,432,883 $ 1,065,545

Capital assets (net of accumulated depreciation) 7,302,784 7,378,099

Total assets 8,735,667 8,443,644

Long-term liabilities 2,093,465 2,190,986

Other liabilities 317,375 119,974

Total liabilities 2,410,840 2,310,960
Net position:

Net investment in capital assets 5,249,831 5,231,238

Restricted 1,405 3,568

Unrestricted 1,073,591 897,878

Total net position $ 6,324,827 $ 6,132,684

The largest portion of the Town’s net position of $5,249,831 (83%) reflects its investment in
capital assets (e.g., land, buildings, improvements, infrastructure and equipment) less any
related debt used to acquire those assets that is still outstanding. The Town uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Net position that are subject to external restrictions as to how they may be used
total $1,405.

The balance of unrestricted net position, $1,073,859, may be used to meet the Town’s ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the Town is able to report positive balances in all
categories of net position.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-Wide Financial Analysis (Continued)
Statement of Activities

The following table reflects the condensed Statement of Activities for the current year. For
more detailed information see the Statement of Activities on page 11.

Governmental activities increased the Town’s net position by $191,875. Key elements of this
increase are as follows:

Town of Windermere
Changes in Net Position

Governmental Governmental
Activities Activities
2013 2012
Revenues:

Program revenues:
Charges for services $ 786,079 $ 777,423
Operating grants and contributions 83,960 117,518
Capital grants and contributions 72,708 5,000
942,747 899,941

General revenues:
Property taxes 1,955,227 1,928,456
Franchise and utility taxes 673,836 737,812
Intergovernmental 483,307 403,047
Investment income and miscellaneous 44,333 27,568
Gain on sale of capital asset 15,887 -
Total revenues 4,115,337 3,996,824

Expenses:

General government 1,200,599 1,170,299
Public safety 1,338,462 1,259,358
Physical environment 1,166,579 955,860
Culture and recreation 119,278 81,851
Interest on long-term debt 98,544 106,413
Total expenses 3,923,462 3,573,781
Increase (decrease) in net position 191,875 423,043
Net position - beginning 6,132,684 5,709,641
Net position - ending $ 6,324,559 $ 6,132,684




MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Revenues by Source - Governmental Activities

O Intergovernmental

B Program revenues .

O Investment income & miscellaneous
O Other taxes

O Property taxes

v

Financial Analysis of the Government’s Funds

As noted earlier, the Town used fund accounting to ensure and demonstrate compliance with
finance-related requirements.

Governmental Funds - The focus of the Town’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Town’s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a Town’s net resources
available for spending at the end of the fiscal year.

As of September 30, 2013, the Town governmental funds reported combined ending fund
balances of $1,115,508.

The general fund is the chief operating fund of the Town. At September 30, 2013, the total
fund balance of the general fund was $977,443 and the unassigned fund balance of the
general fund was $699,079. The fund balance of the general fund increased by $248,256.

General Fund Budgetary Highlights
During the year, there was no change in total appropriations between the original budget and

the final amended budget.. There was a budget amendment which moved appropriations
between departments.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Capital Asset and Debt Administration

Capital Assets - The Town'’s investment in capital assets for its governmental activities as

of September 30, 2013 amounts to $7,302,784 net of accumulated depreciation.

investment in capital assets includes land, buildings, improvements, equipment and
machinery, infrastructure and intangibles. Projects in progress at year end are 2" Avenue

stormwater and drainage improvements.

Town of Windermere
Capital Assets
(Net of Depreciation)

Governmental Governmental
Activities Activities
2013 2012

Land $ 197,235 $ 197,235
Buildings 412,882 433,594
Improvements other than buildings 788,251 802,399
Equipment and machinery 258,378 218,279
Infrastructure 5,516,814 5,697,242
Intangibles 23,624 29,350
Construction in progress 105,600 -
Total $ 7,302,784 $ 7,378,099

Additional information on the Town'’s capital assets can be found in Note 6 of this report.

Long-Term Debt - At the end of the current fiscal year, the Town had total debt outstanding
of $2,052,953. This debt includes capital leases on vehicles and equipment and a note
payable related to downtown development. Additional information on long-term debt can be

found in Note 9 of this report.

Town of Windermere
Long-term Debt

Governmental Governmental
Activities Activities
2013 2012
Capital lease payable $ 69,953 $ 27,860
Note payable 1,983,000 2,119,000
$ 2,052,953 $ 2,146,860

This



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Next Year’s Budget and Rates

During the current fiscal year, the unassigned fund balance in the General fund increased to
$699,079. None of this was appropriated for spending in the 2014 budget since the Town plans
to maintain this as a reserve.

Requests for Information

This financial report is designed to provide a general overview of the Town’s finances for all
those with an interest in the Town’s finances. Questions concerning any of the information
should be addressed to the office of the Finance Director, Town of Windermere, P.O. Drawer
669, Windermere, FL 34786.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
A. Reporting Entity

The Town was created by the laws of Florida 59-1614. The Town operates under a Mayor-
Council form of government and provides the following services as authorized by its
charter: public safety, streets and roads, sanitation, culture and recreation, and general
administrative services. The accompanying financial statements include all those
separately administered departments and funds for which the Town has financial
accountability. There are no potential component units or related organizations of the
Town.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all of the nonfiduciary activities of the Town.
Since the Town has no business-type activities, only governmental activities are reported
on the government-wide financial statements.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The Town has no fiduciary funds, which would be excluded from the government-wide
financial statements.

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

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.

17



TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued):

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the Town considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as
revenue of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the Town.

The Town reports the following major governmental funds:

The General Fund is the Town’s primary operating fund. It accounts for all financial
resources of the general Town, except those required to be accounted for in another
fund.

The Stormwater Special Revenue Fund accounts for stormwater management
operations and related capital improvements.

The 5k Run Special Revenue Fund accounts for financial resources segregated for the
annual 5k Run. This fund was closed in the current year with a transfer of the ending
fund balance to the general fund.

Amounts reported as program revenues include charges to customers or applicants for
goods, services, or privileges provided, as well as fines. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general
revenues include all taxes.

18



TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
D. Assets, Liabilities and Net Position or Equity

1. Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash on hand,
demand deposits, and short term investments with original maturities of three

months or less from the date of acquisition.

Investments of the Town are reported at fair value. The Town’s investments consist
of investments authorized per their investment policy adopted in accordance with

Section 218.415, Florida Statutes.

2. Receivables

Receivables are stated net of estimated allowances for uncollectible amounts,
which are determined, based on past collection experience and current economic

conditions.

3. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items in both the government-wide and fund financial
statements. These are recorded as expenditures when consumed rather than

when purchased.

4. Capital Assets

Capital assets, which include property, plant equipment and infrastructure assets
(e.g., roads, sidewalks and similar items), are reported in the applicable
governmental activities column in the government-wide financial statements.
Infrastructure assets acquired prior to October 1, 2003 have not been recorded
since Governmental Accounting Standards Board (GASB) No. 34 does not require
a Town the size of Windermere to retroactively record infrastructure. Capital assets
are defined by the Town as assets with an initial, individual cost of more than $750
and an estimated useful life in excess of one year. Such assets are recorded at

historical cost or estimated historical cost if purchased or constructed.

The costs of normal maintenance and repairs that do not add to the value of the

asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are

constructed.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
E. Assets, Liabilities and Net Position or Equity (Continued)

4. Capital Assets (Continued)

Depreciation on all capital assets is calculated using the straight-line method over

the following useful lives:

Buildings

Improvements
Infrastructure
Equipment & machinery
Intangible assets

50 years

10 - 30 years
20 years
5-15years
5 years

Amortization of assets recorded under capital leases is included with depreciation

expense.

5. Contributions

Contributions in the form of cash and capital assets to the governmental activities
of the Town are recognized on the Statement of Activities as revenues in the
period they are received. Contributions of capital assets are recognized at the
fair value at the date of donation. All contributions are reported on the Statement
of Activities as program revenues, with operating contributions reported

separately from capital contributions.

6. Restricted Assets

Assets are reported as restricted in the government-wide statement of net
position when constraints are placed on net asset use. The constraints are
either: (1) externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments; or (2) imposed by law or through constitutional

provisions or enabling legislation.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
E. Assets, Liabilities and Net Position or Equity (Continued)

7. Compensated Absences

Town employees may accumulate vacation and sick leave with certain limitations
as to the number of hours of accumulation. Employees are paid 100% of their

accumulated vacation when they terminate for any reason.

Additionally,

employees with more than 10 years of service are paid 50% of their sick time
upon termination. Since the Town’s policy is to pay both vacation and sick pay
when employees separate from service, all vacation and 50% of sick pay for
eligible employees is accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in the governmental funds
only if they have matured, for example, as a result of employee resignations and
retirements. For governmental activities, compensated absences are generally

liquidated by the General fund.

8. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense/expenditure) until then. The Town does not have
any item that qualifies for reporting in this category for the year ended September

30, 2013.

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period(s) and so will not be recognized as an
inflow of resources (revenue) until that time. The Town does not have any item
that qualifies for reporting in this category for the year ended September 30,

2013.

9. Net Position Flow Assumptions

Sometimes the Town will fund outlays for a particular purpose from both
restricted and unrestricted resources (the total of committed, assigned, and
unassigned fund balance). In order to calculate the amounts to report as
restricted, committed, assigned and unassigned fund balance
governmental fund financial statements a flow assumption must be made about
the order in which the resources are considered to be applied. It is the Town’s
policy to consider restricted - net position to have been depleted before

unrestricted - net position is applied.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

E. Assets, Liabilities and Net Position or Equity (Continued)

10.

11.

Fund Balance Flow Assumptions

Sometime the Town will fund outlays for a particular purpose from both restricted
and unrestricted resources (total of committed, assigned, and unassigned fund
balance). In order to calculate the amounts to report as restricted, committed,
assigned, and unassigned fund balance in the governmental fund financial
statements a flow assumption must be made about the order in which the
resources are considered to be applied. It is the Town’s policy to consider
restricted fund balance to have been depleted before using any of the
components of unrestricted fund balance. Further, when the components of
unrestricted fund balance can be used for the same purpose, committed fund
balance is depleted first, followed by assigned fund balance. Unassigned fund
balance is applied last.

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on
the nature of any limitations requiring the use of resources for specific purposes.
The Town itself can establish limitations on the use of resources through either a
commitment (committed fund balance) or an assignment (assigned fund
balance).

The committed fund balance classification includes amounts that can be used
only for the specific purposes determined by a formal action of the town’s highest
level of decision-making authority. The Council is the highest level of decision-
making authority for the town that can, by adoption of a resolution prior to the end
of the fiscal year, commit fund balance. Once adopted, the limitation imposed by
the resolution remains in place until a similar action is taken (the adoption of
another resolution) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by
the town for specific purposes but do not meet the criteria to be classified as
committed. The council has maintained authority to assign fund balance. The
council may also assign fund balance as it does when appropriating fund balance
to cover a gap between estimated revenue and appropriations in the subsequent
year’'s appropriated budget. Unlike commitments, assignments generally only
exist temporarily. In other words, an additional action does not normally have to
be taken for the removal of an assignment. Conversely, as discussed above, an
additional action is essential to either remove or revise a commitment.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
E. Assets, Liabilities and Net Position or Equity (Continued)

12. Use of Estimates

The preparation of financial statements, in accordance with GAAP, requires
management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements, and the reported amount of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

F. New GASB Statements Implemented:

GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement classifies all sources of generally accepted
accounting principles for state and local governments so that the authoritative
accounting and financial reporting literature will be together in a single source,
with that guidance modified as necessary to appropriately recognize the
governmental environment and the needs of governmental financial statement
users. The Town elected to include all pre-November 30, 1989 FASB

pronouncements which are now codified in GASB 62.

GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position. This statement provides
guidance for deferred outflows of resources and, deferred inflows of resources. It
further identifies net position as the residual of all elements presented in a
statement of financial position. This Statement redefines certain assets and
liabilities as “deferred outflows of resources” or “deferred inflows of resources.” It
further requires the “Capital asset, net of debt” now be titled “Net investment in
capital assets” and that the last line of the statements, previously called “Net

assets” now be titled “Net position.”

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities.
This statement provides additional guidance for the items listed in GASB 63 and
includes additional changes in accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources,
certain items that were previously reported as assets and liabilities.
Statement requires that debt issuance costs be expensed in the period the debt
was issued. This Statement also requires that taxes and lease revenues
received prior to the period to which they relate to be classified as Unavailable
Revenue (a deferred inflow). No changes were necessary to previous

statements or related disclosures.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATMENTS:

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet
and the Government-Wide Statement of Net Position

The governmental fund balance sheet includes reconciliation between fund balances - total
governmental funds and net position of governmental activities as reported in the
government-wide statement of net position.

B. Explanation of Certain Differences Between the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances and the Government-Wide
Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balance
includes a reconciliation between net change in fund balances - total governmental funds
and changes in net position of governmental activities as reported in the government-wide
statement of activities.

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

A. Budgetary Information

The Town follows these procedures set forth below in establishing the budgetary data
reflected in the financial statements:

1.

At least 90 days prior to the beginning of each budget year, the Town Manager
shall submit to the Town Council a budget.

Public hearings are conducted to obtain taxpayer comments.

The Budget shall be finally adopted no later than the last day of the last month of
the fiscal year.

Formal budgetary accounting is employed as a management control for the General
Fund and Stormwater Fund. Annual operating budgets are adopted each fiscal
year through passage of an annual budget resolution and amended as required for
the General Fund and Stormwater Fund. Budgeted amounts presented in the
accompanying financial statements have been adjusted for legally authorized
revisions.

The Town Manager may transfer part or all of any unencumbered appropriation
balance among programs within a department and upon written request by the
Town Manager, the Town Council may by resolution transfer part or all of any
unencumbered appropriation balance from one department to another.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED):
A. Budgetary Information (Continued)
6. All unexpended budget appropriations lapse at the end of each fiscal year.
7. The Town does not utilize an encumbrance system of accounting.

The General fund budget is prepared on a budgetary basis, whereby the Town includes
a portion of the prior year’'s fund balance represented by unappropriated liquid assets
remaining in the fund as budgeted revenue in the succeeding year. The results of
operations on a GAAP basis do not recognize the fund balance allocation as revenue as
it represents prior periods’ excess of revenues over expenditures. Also, the Town does
not budget for capital outlay expenditures and other financing sources related to the
acquisition of assets through capital leases.

B. Budget Amendment
The final budget amounts reflected in the general fund include amendment approved at
November 12, 2013 Town Council meeting. Florida Statutes Section 166.241 requires
the budget to be amended within 60 days following the end of the fiscal year.
NOTE 4 - CASH AND INVESTMENTS:
A. Deposits
At year-end, the carrying amount of the Town's deposits was $1,357,729 and the bank
balance was $1,591,276. All bank deposits were fully covered by federal depository
insurance or by collateral held in banks that are members of the State of Florida's Collateral
Pool as specified under Florida law.
B. Investments
The Town's investment policies are governed by State Statutes and Town ordinances.
Town ordinance allows investments in any financial institution that is a qualified public
depository of the State of Florida as identified by the State Treasurer, in accordance with
Chapter 280 of the Florida Statutes. Authorized investments are:
1. The State Board of Administration Local Government Investment Pool (LGIP);
2. Repurchase Agreements collateralized by U.S. Government Securities;
3. Interest bearing savings accounts, money market accounts and certificates of
deposits at banks certified as a Qualified Public Depository by the State of

Florida;

4. The Florida Municipal Investment Trust, administered by the Florida League of
Cities, Inc.;
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 4 - CASH AND INVESTMENTS (CONTINUED):
B. Investments (Continued)
5. Direct obligations of the U.S. Government and its agencies;
6. Fixed interest mutual funds.

The Town follows GASB No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, which requires the adjustments of the
carrying values of investments to fair value to be presented as a component of
investment income. Investments are presented at fair value, which is based on available
market values.

The Town’s investment policy limits credit risk by restricting authorized investments to
those described above. These policies also control concentration of credit risk by setting
limits on the maximum percentage that certain investments may comprise in the portfolio.
Since the Town has no investments at September 30, 2013, it has no exposure to credit
risk, concentration of credit risk, custodial credit risk, or interest rate risk. However, all
deposits are potentially subject to custodial credit risk. The Town’s investment policy
requires that bank deposits be secured as provided by Chapter 280, Florida Statutes. This
law requires local governments to deposit funds only in financial institutions designated as
gualified public depositories by the Chief Financial Officer of the State of Florida, and
creates the Public Deposits Trust Fund, a multiple financial institution pool with the ability to
assess its member financial institutions for collateral shortfalls if a default or insolvency has
occurred. At September 30, 2013, all of the Town’s bank deposits were in qualified public
depositories.

NOTE 5 - PROPERTY TAXES:

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on
October 1 and payable by March 31. Orange County Government, Florida (the County) bills
and collects property taxes. Collections of the property taxes by the County and remittance of
them to the Town are accounted for in the General fund. Town property tax revenues are
recognized when levied to the extent that they result in current receivables.

The Town is permitted by the Municipal Finance Law of the State to levy taxes up to $10 per
$1,000 of assessed valuation for general governmental services other than the payment of
principal and interest on long-term debt and in unlimited amounts for the payment of principal
and interest on long-term debt. The combined tax rate to finance general governmental
services for the year ended September 30, 2013 was $3.7896 per $1,000 which means the
Town has a tax margin of $6.2104 per $1,000 and could raise up to $3,315,415 (before
discount) additional a year from the present assessed valuation of $533,848,867 before the
limit is reached
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 6 - CAPITAL ASSETS:

Capital asset activity for the year ended September 30, 2013 was as follows:

Beginning Ending
Primary Government Balance Increases Decreases Balance
Governmental Activities:
Capital assets, not being depreciated:
Land $ 197,235 $ - $ - $ 197,235
Construction in progress - 105,600 - 105,600
Total capital assets,
not being depreciated 197,235 105,600 - 302,835
Capital assets, being depreciated:
Buildings 1,354,497 - (5,550) 1,348,947
Improvements 1,113,340 38,358 - 1,151,698
Equipment & machinery 1,073,285 141,421 (136,496) 1,078,210
Infrastructure 7,141,202 188,355 - 7,329,557
Intangibles 29,350 - - 29,350
Total capital assets,
being depreciated 10,711,674 368,134 (142,046) 10,937,762
Less accumulated depreciation for:
Buildings (920,903) (18,492) 3,330 (936,065)
Improvements (310,941) (52,506) - (363,447)
Equipment & machinery (855,006) (81,137) 116,491 (819,652)
Infrastructure (1,443,960) (368,783) - (1,812,743)
Intangibles - (5,906) - (5,906)
Total accumulated depreciation (3,530,810) (526,824) 119,821 (3,937,813)
Total capital assets
being depreciated, net 7,180,864 (158,690) (22,225) 6,999,949
Governmental activities
capital assets, net $ 7,378,099 $ (53,0900 $ (22,225) $ 7,302,784

Depreciation allocation:

General government $ 60,442
Public safety 41,542
Transportation 405,214
Culture and recreation 19,626

$ 526,824
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 7 - RETIREMENT PLAN:

The Town adopted the Town of Windermere Employee Retirement Plan effective October 1,
2001. The plan is a money purchase defined contribution plan which was established and can
be amended by the Town Council. The Town is required to contribute 10% of eligible
employee compensation each year. Total contributions made by the Town during the year
ended September 30, 2013 amounted to $74,650.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS:
Pursuant to Resolution 2010-15, the Town has elected not to make continuation of group
health insurance through the Town’s current provider available to retirees and eligible
dependents.

NOTE 9 - NONCURRENT LIABILITIES:

A summary of noncurrent liability activity for the year ended September 30, 2013 follows:

Beginning Ending Due Within

Balance Additions Deductions Balance One Year
Capital Leases $ 27,860 $ 88,295 $ 46,202 $ 69,953 $ 16,988
Note Payable 2,119,000 - 136,000 1,983,000 142,000
Compensated Absences 44,126 - 3,614 40,512 -

$ 2,190,986 $ 88,295 $ 185,816 $ 2,093,465 $ 158,988

A. Capital Leases

The Town has entered into lease agreements as lessee for financing the acquisition of
vehicles and certain equipment. These lease agreements qualify as capital leases for
accounting purposes and, accordingly, have been recorded at the present value of their
future minimum lease payments as of the inception date. The aggregate cost and
accumulated depreciation of assets acquired through capital leases are as follows:

Governmental Activities:

Equipment $ 88,295
Less: accumulated depreciation (7,358)
$ 80,937
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 9 - NONCURRENT LIABILITIES (CONTINUED):

A. Capital Leases (Continued):

The future minimum lease obligation and the net present value
payments as of September 30, 2013, are as follows:

Year Ending September 30,

of these minimum lease

Governmental
Activities

2014
2015
2016
2017

Total minimum lease payments
Less: amount representing interest

Present value of net minimum capital lease payments

B. Revenue Note

18,342
18,343
18,343
18,342

73,370
(3,417)

69,953

During fiscal year 2004, the Town entered into a note agreement with a bank for the
amount of $3,000,000. This Communication Services Tax Revenue Note, Series 2004, is
secured by the local communication services tax revenues received by the Town. Principal
and interest payments are due on April 1 and October 1 until the maturity date of October 1,
2024. Interest rate on the note is 4.63%. Annual debt service requirements to maturity are

as follows:

Governmental Activities

Year Ending September 30, Principal Interest

2014 $ 142,000 90,192

2015 149,000 83,548

2016 155,000 76,580

2017 163,000 69,312

2018 170,000 61,672

2019 - 2023 980,000 180,940

2024 224,000 7,802

$ 1,983,000 570,046
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 9 - NONCURRENT LIABILITIES (CONTINUED):
B. Revenue Note (Continued)

In accordance with GASB Statement No. 48, the Town has pledged future communication
services tax revenues to repay $3 million in Communication Services Tax Revenue Note,
Series 2004. Proceeds from the note provided financing for various Town capital projects.
The note is payable solely from the communication services tax revenues. To the extent
that communication services tax revenues are insufficient to pay principal of and interest on
the note, the Town will, in each year while the note is outstanding, budget and appropriate
sufficient non-ad valorem revenues to make payments of the principal of and interest on the
note as it becomes due. Total principal and interest remaining on the note as of September
30, 2013 is $2,553,046 with annual requirements ranging from $232,192 in 2014 to
$231,802 in the final year. For the twelve month period ended September 30, 2013,
principal and interest paid was $232,559 and total communication services tax revenues
pledged for the year was $246,609.

NOTE 10 - LEASES:
As Lessor

The Town leases certain space to tenants pursuant to operating lease agreements. For fiscal
year 2013, rental income totaled $69,344.

NOTE 11 - 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; job-related illnesses or injuries to employees; and
natural disasters. Risk of loss from the above is transferred by the Town to various commercial
insurers through the purchase of insurance. There has been no significant reduction in
insurance coverage from the previous year. There have been no settlements in excess of
insurance coverage in any of the prior three fiscal years.

NOTE 12 - LITIGATION, CONTINGENCIES, AND COMMITMENTS:
A. Litigation
During the ordinary course of its operations, the Town is a party to various claims, legal
actions, and complaints. In addition, although the outcome of these lawsuits is not

presently determinable, in the opinion of the Town's management and legal counsel, these
matters are not anticipated to have a material financial impact on the Town.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 12 - LITIGATION, CONTINGENCIES, AND COMMITMENTS (CONTINUED):
B. Grants and Contracts

The Town participates in various federal and state assisted grant programs that are subject
to review and audit by the grantor agencies. Entitlement to these resources is generally
conditional upon compliance with the terms and conditions of grant agreements and
applicable federal and state regulations, including the expenditure of resources for
allowable purposes. Any disallowance resulting from a federal or state audit may become
a liability of the Town. All Town agencies and departments are required to comply with
various federal regulations issued by the U.S. Office of Management and Budget if such
agency or department is a recipient of a federal grant, contract or their sponsored
agreement. Certain agencies and departments may not be in total compliance with these
regulations. Failure to comply may result in questions concerning the allocability of related
direct and indirect charges pursuant to such agreements. It is believed that the ultimate
disallowance pertaining to these regulations, if any, will be immaterial to the overall financial
condition of the Town.

NOTE 13 - INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS:
At September 30, 2013, the Stormwater Special Revenue Fund owes the General Fund
$92,125, which resulted from the General Fund paying for certain expenditures of the
Stormwater Special Revenue Fund.
Further, during the year ended September 30, 2013, the Town made a one time transfer from

the 5k Run Special Revenue Fund to the General Fund in order to close out the 5k Run Special
Revenue fund.
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TOWN OF WINDERMERE, FLORIDA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Year Ended September 30, 2013

NOTE 14 - FUND BALANCES:
At September 30, 2013, the Town’s governmental fund balances were classified as follows:

MAJOR FUNDS

Stormwater
Special
Fund balances: General Revenue Total
Nonspendable:
Prepaid expenses $ 32,527 $ - $ 32,527
Spendable:
Restricted for:
Public safety 1,405 - 1,405
Committed to:
Drainage system projects - 138,333 138,333
Assigned to:
Downtown Business Committee 15,478 - 15,478
Butler Bay Pavilion 106,773 - 106,773
Parks & recreation 50,681 - 50,681
Repaving 50,000 - 50,000
Other 21,500 - 21,500
Unassigned:
Unassigned 699,079 - 699,079
Total fund balances $ 977,443 $ 138,333 $ 1,115,776

NOTE 15 - SUBSEQUENT EVENTS:

The Town has evaluated subsequent events through the date of the independent auditor’s
report, the date which the accompanying financial statements were available to be issued.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial 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 or other matters that are required to be reported under Government Auditing
Standards.

Town’s Response to Findings

The Town of Windermere’s response to the findings identified in our audit is included in this
report. The Town’s response was not subjected to the auditing procedures applied in the audit
of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

et Dowvia & Compangp LLE

Orlando, Florida
February 25, 2014
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e Section 10.554(1)(i)5., Rules of the Auditor General, requires that the name or official
title and legal authority for the primary government and each component unit of the
reporting entity be disclosed in this management letter, unless disclosed in the notes to
the financial statements. This information has been disclosed in the notes to the
financial statements.

e Section 10.554(1)(i)6.a., Rules of the Auditor General, requires a statement be included
as to whether or not the local government entity has met one or more of the conditions
described in Section 218.503(1), Florida Statutes, and identification of the specific
condition(s) met. In connection with our audit, we determined that the Town did not
meet any of the conditions described in Section 218.503(1), Florida Statutes.

e Section 10.554(1)(i)6.b., Rules of the Auditor General, requires that we determine
whether the annual financial report for the Town for the fiscal year ended September 30,
2013, filed with the Florida Department of Financial Services pursuant to Section
218.32(1)(a), Florida Statutes, is in agreement with the annual financial audit report for
the fiscal year ended September 30, 2013. In connection with our audit, we determined
that these two reports were in agreement.

e Pursuant to Sections 10.554(1)(i)6.c. and 10.556(7), Rules of the Auditor General, we
applied financial condition assessment procedures. It is management’s responsibility to
monitor the Town’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 the same.

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the

Florida Auditor General, Federal and other granting agencies, and applicable management, and
is not intended to be and should not be used by anyone other than these specified parties.

7Diiemit Dowia & Compornp LLC

Orlando, Florida
February 25, 2014
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TOWN OF WINDERMERE, FLORIDA

APPENDIX A - PRIOR YEAR FINDINGS AND RECOMMENDATIONS

Year Ended September 30, 2013

Finding
Included in Observation
Second Addressed or
Observation is Preceding No Longer
No. Prior Year Findings and Recommendations Still Relevant Audit Relevant
ML12-01 Internal controls over the preparation of ML 13-01 ML 11-01

financial statements
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TOWN OF WINDERMERE, FLORIDA

APPENDIX B - MATERIAL WEAKNESS

Year Ended September 30, 2013

13-01 - Internal Controls Over the Preparation of Financial Statements

Criteria

SAS No. 115, Communicating Internal Control Related Matters Identified in an Audit, requires
auditors to evaluate whether or not the Town has the necessary expertise to draft the financial
statements, including footnote disclosures, without the assistance of auditors.

Condition

During the course of our audit, we determined that the Town does not have the necessary
expertise to draft the financial statements without our assistance.

Cause

Due to the small size of the Town, none of the staff is qualified to prepare the financial
statements.

Effect
McDirmit Davis and Company, LLC drafts the financial statements and Town staff reviews. In
addition, McDirmit Davis and Company, LLC require a second partner review of the financial

statements.

Recommendation

Due to the size and limited resources of the Town, it may not be practical or possible for the
Town to perform these functions internally. Therefore, management may wish to acknowledge
and accept this deficiency.
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Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A
summary of the significant accounting policies adopted by Town of Windermere is included in
Note 1 to the financial statements. As described in Note 1 to the financial statements, during the
year, Town of Windermere changed accounting policies related to the adoption of Statement of
Governmental Accounting Standards (GASB Statement) No. 62, 63, and 65. No matters have
come to our attention that would require us, under professional standards, to inform you about
(1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s current judgments. Those judgments are
normally based on knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are:

Management’s estimation for the allowance for depreciation is based on the estimated useful
lives of the capital assets. We evaluated the reasonableness of the useful lives as well as the
depreciation methods in determining that it is reasonable in relation to the financial statements
taken as a whole.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly
sensitive because of their significance to financial statement users. The most sensitive
disclosures affecting Town of Windermere’s financial statements relate to revenue recognition
as described in Note 1.

Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management relating to the
performance of the audit.
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Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trivial,
and communicate them to the appropriate level of management. Management has corrected all
such misstatements. In addition, none of the misstatements detected as a result of audit
procedures and corrected by management were material, either individually or in the aggregate,
to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management
as a matter, whether or not resolved to our satisfaction, concerning a financial accounting,
reporting, or auditing matter, which could be significant to Town of Windermere’s financial
statements or the auditor’s report. No such disagreements arose during the course of the
audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in the
attached letter dated February 25, 2014.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with Town of Windermere, we generally
discuss a variety of matters, including the application of accounting principles and auditing
standards, operating and regulatory conditions affecting the entity, and operational plans and
strategies that may affect the risks of material misstatement. None of the matters discussed
resulted in a condition to our retention as Town of Windermere’s auditors

This report is intended solely for the use of management, the Town Council and the Auditor
General of the State of Florida and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,
MeDiemit Douwia & Company LLC

Orlando, Florida
February 25, 2014
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