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March 21, 2013

The Honorable Mayor and Members of the City Commission
4800 West Copans Road
Coconut Creek, FL 33063

Honorable Mayor, Members of the City Commission and Citizens of the City of Coconut Creek, Florida:

It is with pleasure that we submit to you the Comprehensive Annual Financial Report (CAFR) of the City of Coconut
Creek for the fiscal year ended September 30, 2012.  This report was prepared in accordance with Florida Statute,
the City Charter, and Accounting Principles Generally Accepted in the United States of America (GAAP). Florida
Statutes require that every general purpose local government publish annually a report on its financial position and
activity that is audited by an independent firm of certified public accountants. The City's commitment to full financial
disclosure and financial transparency is reflected in the CAFR through the use of exhibits and the Statistical Tables
included herein. All disclosures necessary to enable the reader to gain an understanding of the City of Coconut
Creek’s activities have been included.

The CAFR'’s role is to assist in making financial, social, and political decisions and to assist in aSsessing
accountability to the residents of the City of Coconut Creek by:

Comparing actual financial results with the legally adopted budget, where appropriate;
Assessing financial condition and results of operations;

Assisting in determining compliance with applicable laws, rules, and regulations; and
Assisting in evaluating the efficiency and effectiveness of the City’s operations.

This report consists of management's representations concerning the finances of the City of Coconut Creek.
Consequently, management assumes full responsibility for both the accuracy of the presented data and the
completeness and fairess of the presentation, including all disclosures.

Keefe, McCullough & Co., LLP, a firm of licensed certified public accountants, has audited the City of Coconut
Creek’s financial statements. The goal of the independent audit was to provide reasonable assurance that the
financial statements of the City of Coconut Creek for the fiscal year ended September 30, 2012 are free of material
misstatements. The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was a reasonable basis for rendering an unqualified opinion that the City of Coconut
Creek'’s financial statements for the fiscal year ended September 30, 2012, are fairly presented in conformity with
GAAP. The independent auditors’ report is presented as the first component of the financial section of this report.

Management's discussion and analysis (MD&A) immediately follows the independent auditors’ report and provides a
narrative introduction, overview, and analysis of the basic financial statements. The MD&A complements this lefter of
transmittal and should be read in conjunction with it.



Profile of the Government

The City of Coconut Creek is a full-service municipality located within the northwestern portion of Broward County,
the second most populated county in the State. The City was created in 1967 by the Legislature of the State of
Florida and is approximately 12 square miles. The City is located north of Fort Lauderdale and abuts Boca Raton.
The terrain is generally flat. The sub-tropical climate provides comfortable living year round.

With an estimated population of 53,313 people, the City ranks 15" in population amongst the 31 municipalities in the
County. The City has been developed primarily for residential purposes, with a proportionate mix in population of
families and retirees. Because the tax burden rests mostly on residential properties, the City has various aggressive
economic development initiatives to encourage new construction, expansions, and re-development to obtain a
suitable mix of residential and commercial properties within the City. More detailed information on the City’s
economic development efforts can be found on page vii.

The City operates under the Commissioner-Manager form of government. Policy-making and legislative authority are
vested in the governing commission, which consists of a mayor and a four member Commission. The City
Commission is vested with policy setting authority, adopting the annual budget, approving general purchases and
services of the governmental operations, appointing committees, and hiring the City Manager and City Attorney. The
City Manager is responsible for recommending and carrying out the policies and ordinances of the City Commission,
appointing the directors of the City’s departments, submitting a proposed annual budget, advising the Commission as
to the financial condition of the City, and overseeing the day-to-day operations of the City.

The City is divided into five districts with one Commissioner required to reside in each district. Each Commissioner is
elected “at large” and is elected for a four-year term. Each year after the seating of newly elected Commissioners,
or, in years where there are no newly elected Commissioners, at the first Commission meeting subsequent to the
second Tuesday in March, provided at least four members are present, a Mayor is elected by the Commissioners to
preside for a one-year term.

The City of Coconut Creek provides a full range of services, including police and fire rescue services, the
construction and maintenance of streets and infrastructures, recreational and cultural activities, and water and sewer
services. The annual budget serves as the foundation for the City of Coconut Creek'’s financial planning and control.
All departments of the City of Coconut Creek are required to submit requests for appropriation to the City’s Finance
and Administrative Services Department during the month of April each year. The Finance and Administrative
Services Department uses these requests as a starting point to assist the City Manager to develop a proposed
budget. A proposed budget must be submitted to the City Commission no later than August 1st of each year. The
Commission is required to hold public hearings on the proposed budget and to adopt a final budget no later than
September 30t the close of the City of Coconut Creek’s fiscal year.

For additional information concerning the City, please visit our website at www.coconutcreek.net.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the City of Coconut Creek operates.

Local economy. The growth and development of the City is dependent upon the economic environment of South
Florida and particularly that of Broward County. The major economic influences in this area are predominantly the
housing market (including housing values, insurance, property taxes and mortgage interest rates), the regional job



market, new construction, weather events and uncertainty of any future tax reform or legislative changes that will
directly affect the City’s ability to maintain current service levels. In 2012, the Consumer Price Index showed a slight
increase and is expected to continue to slowly increase in 2013. Consideration of the impact of these economic
indicators plays an important role in determining the use of City resources in the upcoming years.

During 2007, the Florida Legislature passed property tax reform legislation limiting the property tax levies of local
governments in the State of Florida. Future property tax growth is limited to the annual growth rate of per capita
personal income, which is currently minimal, plus the value of new construction. The impact of the current economic
environment and declining property values has resulted in a loss of tax dollars and new construction related
revenues. As the economy slowly recovers, the City anticipates only slight increases in residential property values,
but is optimistic that there will be an increase in new construction.

During the early 2000's, the City of Coconut Creek experienced an increase in housing construction in the northern

section of the City. However, the level of new construction declined drastically after 2008 but has started to gain
some momentum during fiscal year 2012 as demonstrated by the following table:

2012 2011 2010 2009 2008 2007 2006 2005 2004 2003

Residential Units 81 60 68 26 85 71 203 62 5 294
Commercial Permits 3 4 2 4 24 5 5 18 52 21
Value (in millions) $46.2 $55.7 $15.7 $9.4 $75.6 $35.2 $22.4 $39.7 $22.5 $32.2

The spike in commercial permits in 2008 is a result of the completion of the first phase of the City’s “downtown” area.
Our focus is on tax base diversification and we will continue to emphasize expansion of our commercial base as well
as renewed efforts to expand, maintain, and upgrade existing residential and public areas of the City. However, due
to the recession of 2009, the housing debacle, and the surrounding economic uncertainty, the City experienced a
drastic decrease in the number of new construction permits issued in 2009. The number of residential permits
increased and stabilized in 2010 as a result of a slowly recovering housing market, but is far from returning to the
early 2000 levels. The number of commercial permits remains constant since 2009, but the value (in millions) has
shown significant improvements in 2011 and 2012. The majority of the increase in 2012 is attributed to the
construction of three multi-family developments: Broadstone Cypress Hammocks, Paloma Lakes, and San Mellina.
The number of commercial permits is expected to increase over the next 1-5 years due to several major initiatives
planned for upcoming years; particularly in the MainStreet area (more detailed information is contained in the Major
Initiatives section on page vi).

Within the City of Coconut Creek’s city limits resides one of the casinos operated by the Seminole Tribe of Florida.
The casino attracts residents and tourists alike, and has a direct positive effect on the overall local economy. The City
currently has a Municipal Service Provider Agreement with the Seminole Tribe of Florida that provides for annual
payments to help compensate for the social and financial impact the casino has on our community. Funding received
from the Seminole Tribe of Florida is used for community capital improvement projects.

In 2010, the Florida Legislature approved a compact with the Seminole Tribe of Florida, authorizing blackjack and
other card games at five Seminole casinos, including the casino in the City of Coconut Creek. On an annual basis,
the City will receive a small portion of the net wins attributed to the Coconut Creek casino. Distributions began in
March 2011 and will continue annually.



Long-term Financial Planning

Despite the current economic environment and the decline in the real estate market, the City has remained financially
stable. Assessed values have shown a modest increase for fiscal year 2013, and demand driven revenues such as
Half-Cent Sales Taxes and Shared Revenues are predicted to have modest increases as well. We also anticipate an
increase in building permits and impact fees for fiscal year 2013. However, overall growth has been slow and is
anticipated to remain this way for the next few years. The City has made prudent decisions in the past years, and will
continue to do so in the current and future years, in an effort to maintain a financially sustainable City.

The City has been working diligently on a capital improvement project for Coconut Creek Parkway. There are
several educational facilities located along the parkway including the north campus of Broward College, the North
Regional County Library, the Associated Builders and Contractors Corporate Headquarters, Coconut Creek High
School, Atlantic Technical Center, and the Dave Thomas Educational Center. The project, known as the “Education
Corridor,” creates a linear park-like corridor that will provide multi-modal connectivity between the various facilities. It
includes a landscaped median, bus shelters, and a dedicated bicycle and pedestrian multi-purpose path. The project
is well underway and expected to be completed by June 2015.

The City has undertaken a capital improvement project to construct a new state-of-the-art public works building. The
old public works building needs major improvements and is not equipped to withstand a major hurricane. The current
building was demolished and is being replaced with a safer and more modern structure. In addition, the City plans to
use the building as an Emergency Operations Center (EOC) and the police dispatch center. Broward County is also
planning to operate a regional EOC and dispatch center from the new public works building. The project is estimated
to cost approximately $ 7.8 million and will be completed in April 2013. The project is funded through the issuance of
debt. Partial funding for the project was obtained through grants and contributions from the County. Proceeds
received from the Seminole Tribe of Florida will be used to repay the debt.

The City is currently working on rehabilitation and beautification of Lyons Road, from Coconut Creek Parkway to
Copans Road. The roadway rehabilitation consists of resurfacing, sidewalk improvements, drainage improvements,
and installation of reclaimed water infrastructure. The beaultification includes landscaping, irrigation adjustments, and
decorative pavers in all medians. The project is estimated to cost approximately $ 4.5 million and will be completed
in December 2013. In addition, the City is working on beautification of Lyons Road, from Copans Road to the
Sawgrass Expressway. The project includes median landscaping, pavers, and intersection improvements. The
project is estimated to cost approximately $ 2.5 million and will be completed in December 2014.

In December 2012, an Option Purchase Agreement with JPGP, LLC for the sale of 10.028 acres of land owned by
the City at the Commerce Center of Coconut Creek lapsed and the City refunded the deposit and interest earned to
JPGP, LLC. The City is actively pursuing different strategies to market the property.

Relevant Financial Policies

The City of Coconut Creek budgetary and financial policies provide the basic framework for the overall fiscal
management of the City. The main policies that had a significant effect on fiscal year 2012’s financial statements are
discussed below:



Accounting and Administrative Controls

Management of the City of Coconut Creek has established a comprehensive internal control framework that is
designed both to protect the government's assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City of Coconut Creek’s financial statements in conformity with GAAP. Because
the cost of internal controls should not outweigh their benefits, the City of Coconut Creek’s comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. The concept of reasonable assurance recognizes that: (1) the
cost of the control should not exceed the benefits likely to be derived, and (2) the valuation of costs and benefits
requires estimates and judgments by management.

As management, we assert that, to the best of our knowledge and belief, this financial report is complete and reliable
in all material respects and is reported in a manner that presents fairly the financial position and results of operations
of the City of Coconut Creek on a government-wide and fund basis. ~ All internal control evaluations occur within the
above framework and it is our belief that the City’s internal accounting controls adequately safeguard assets and
provide reasonable assurance of the proper recording of financial transactions.

Budgetary Control

Coconut Creek adopts fiscal year budgets for all funds and maintains budgetary controls with the objective being to
ensure compliance with legal provisions contained in the annual appropriated budget approved by the Commission.
The level of budgetary control is established at the department level. The City Manager or designee is authorized to
transfer budgeted amounts within departments of any fund, while revisions that alter the budgeted totals of each
department require approval of the Commission.

As demonstrated by the budgetary comparison schedules included in this report, Coconut Creek continues to meet
its responsibility for sound financial management practices. For the general fund and major special revenue funds,
this comparison is presented beginning on page 58 as part of the required supplementary information. For the
remaining governmental funds with appropriated annual budgets, this comparison is presented in the combining and
individual fund statements and schedules section, and starts on page 64.

Capital Financing
In conjunction with the operating budget, the City Manager annually presents a program to provide for improvements

to Coconut Creek’s public facilities for the upcoming fiscal year and next four years, along with proposals for the
financing of these improvements. This five-year plan is called the Capital Improvement Program. The first year of the
program constitutes the capital budget for the coming fiscal year; the remaining years are used as a planning guide.
The program allocates funding over five years for Coconut Creek’s vehicles, roads, sidewalks, parks, buildings, and
infrastructure.  Coconut Creek’s Capital Improvement Program for fiscal years 2013 through 2017 calls for
approximately $ 40.2 million for governmental funds and $ 32.9 million for enterprise funds.

During fiscal year 2012, the City spent $ 7.6 million on governmental funds capital improvement projects and $ 1.4
million on enterprise funds capital improvement projects.

Revenue Policy
The City strives to maintain a diversified and stable revenue system to avoid reliance on any one revenue source and

attempts to minimize dependence on property taxes. Charges for services are used to recover partial or full cost of
providing services that benefit individual users. Additionally, it is the City’s policy that new ongoing operating costs
are funded with regular, ongoing revenue sources. One time operating costs are tied to one-time revenue sources to
ensure fund balance integrity. During fiscal year 2012, the City received an additional $ 0.4 million in municipal



service charges from the Seminoles due to the expansion of the Seminole Casino, which will be used for future
community capital improvement projects.

Debt Policy
The City seeks to maintain the highest bond rating to minimize borrowing costs. Debt is issued when necessary to

finance capital projects, but is never used for current operations. The City reviews and evaluates its existing
obligations and future borrowing needs regularly. During fiscal year 2012, the City refunded the 2003D Capital
Improvement Revenue Note and issued the Series 2012 Capital Improvement Revenue Refunding Note thereby
reducing interest expense.

Fund Balance Policy

The City's Fund Balance Policy was developed to ensure adequate fund balance for the City’s governmental funds.
The intent of this policy is to 1) provide sufficient cash flow for daily financial needs; 2) secure and maintain
investment grade bond ratings; 3) offset significant economic downturns or revenue shortfalls; and 4) provide funds
for unforeseen expenditures related to emergencies. At the end of the current fiscal year, fund balance totaled $ 23.8
million, of which $ 16.2 million is unassigned fund balance of the General Fund. Unassigned fund balance
represents 37.0%, or 4.5 months of total General Fund’s budgeted operating expenditures. For more information on
the City’s Fund Balance Policy, please refer to pages 36 and 37, Note 1 to the Financial Statements.

Major Initiatives

Strategic Planning

The City’s Comprehensive Plan was originally adopted in 1989. A substantial revision was completed in 2003 to
satisfy both the requirements of the 1996 adopted Evaluation and Appraisal Report and for the Broward County
Planning Council Certification. The plan was again amended in 2007 as a result of the 2005 Evaluation and
Appraisal Report. A water supply plan, identifying the long term plan for water supply sources and facilities was
adopted in 2008. In addition, with the adoption of statewide school concurrency, a new Public School Facilities
Element was adopted in 2009 and recently amended in 2011 to address changing regulations relating to school
capacity. The Comprehensive Plan is intended to guide future growth and development and to provide an overall
vision for the community. The City anticipates conducting a new Evaluation and Appraisal Report in 2015 and based
upon the findings at that time, will amend the plan accordingly.

The City of Coconut Creek is committed to its mission "To foster continuous quality improvement to enhance a sense
of community, quality of life, and personal security" and its vision "The City of the Future with a Personal Touch." To
further the City's ever-evolving planning process, the City reviews its planning endeavors every three to five years to
ensure that the City's priorities are aligned with the needs of the public and environment. In 2006, City staff worked
as a team to assess the City's priorities. During fiscal year 2009, these priorities were reviewed and aligned with the
strategies solicited from the City's constituents at a two-day retreat, known as the Vision 2020 Assembly. The City’s
strategic plan focuses on three main areas:

1. Quality of Life/City Services
2. Economic Development/Environmental Preservation
3. Educational, Recreational and Cultural Resources

The strategic plan provides definition and value to the objectives by setting forth the meaning to citizens and

describing the long and short-term challenges and opportunities presented by the current social and economic
environment. The strategic plan is the driving force for allocating the City’s financial resources.

Vi



Economic Development

The City of Coconut Creek is in the process of enhancing economic development by creating a “downtown” area on
some of the last consolidated open spaces in the City and in the County. The concept of the new MainStreet area is
a vision for a green and sustainable downtown located in the center of the City and is that of a pedestrian-friendly
and environmentally-safe urban downtown area of mixed-use facilities ranging from residential to retail and
restaurants. The first project was completed in the fall of 2008. Several other projects are approved for the
MainStreet area and are anticipated for construction in 2013/2014, including a new movie theater and expanding car
dealerships.

Also located in the MainStreet area is the Seminole Tribe of Florida Coconut Creek Casino. The Seminole Tribe has
plans for a major expansion of this facility with over 300,000 square feet of retail and restaurant space, a 1,000-room
hotel, a 3,200-seat auditorium, a 6,500-vehicle parking garage, and an expansion of gaming activity. Based on the
planned expansion, the City has undertaken discussions directly with the Seminole Tribe to evaluate and solve
development impacts related to the City, as the project moves forward. In February 2012, the Seminole Tribe
completed their most recent phase that included a Transportation Center and retail component. The Transportation
Center contains approximately 2800 parking spaces with a 25,000 square foot retail component, featuring two new
upscale restaurants. It is anticipated that the Seminole Tribe will continue to phase their development program over
the next several years.

The City has developed and begun implementation of a new Business Assistance Program offering opportunities to
assist our local business community. Program initiatives being offered include matching grants for property
improvements including facade improvements, landscaping, signage and other general site improvements as well as
a commercial rent subsidy program designed to assist new local businesses or expanding existing businesses for up
to 12 months. The program is geared towards encouraging economic development within City limits.

City Green Plan
Sustainability has become a wide-ranging term that can be applied to almost every facet of daily life, on a global to

local scale, and occurring over time. During the past few years, there has been increased focus on sustainability
across the United States. At the forefront of this emerging trend, the City Commission adopted a City Green Plan in
December 2009 in order to establish a framework for achieving environmental leadership. The plan contains the
adoption of a city green image, the identification of sustainable themes for plan measurement, a range of action
steps, and a method for annual monitoring. By implementing the action steps contained in the plan, the City will
provide long-term benefits to the health and well-being of the community and will most likely result in cost savings
based on a diminished demand for resources.

Reclaimed Water

The City has incorporated a Reclaimed Water Project where Broward County will provide two million gallons of
reclaimed water per day to the City. Using reclaimed water provides various benefits throughout the community, such
as the reduction in cost, reduction in fertilizer usage, reduction in stress on drinking supplies, and reduction in
disposals into our waterways. The Reclaimed Water Project process ensures that only the highest quality, clear, and
essentially pathogen-free water is distributed. The City will seek funding assistance from Broward County, the South
Florida Water Management District, and other applicable grants to help fund the Reclaimed Water Project.

City Mobility

Over the last 10 years, the City has been planning a network of trails that aim to provide pedestrians, cyclists and
even equestrians with recreational opportunities within a safe alternative mode of mobility throughout the City. The
City is working to create visible trail heads, consistent icons, and maps which will identify various trailways and their
connections with public transportation, parks, public facilities and major attractions in Coconut Creek.

Vii



Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the City of Coconut Creek for its comprehensive annual financial report (CAFR) for the fiscal
year ended September 30, 2011. This was the twenty-ninth consecutive year that the City has received this
prestigious award. In order to be awarded a Certificate of Achievement, the City published an easily readable and
efficiently organized CAFR. This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR continues to
meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate. In addition, the City also received the GFOA’s Distinguished Budget Presentation
Award for its fiscal year 2012 annual budget document. In order to qualify for the Distinguished Budget Presentation
Award, the City’s budget document was judged to be proficient in several categories, including as a policy document,
a financial plan, an operations guide, and a communications device. The fiscal year 2013 annual budget document
has been submitted for another award and is currently under review.

The City has also received the award for Outstanding Achievement in Popular Annual Financial Reporting for the
September 30, 2011 Popular Annual Financial Report. This award is given for those reports whose contents conform
to program standards of creativity, presentation, understandability, and reader appeal.

The preparation of this report would not have been possible without the efficient and dedicated services of the
Finance and Administrative Services Department. We would like to express our appreciation to all members of this
department who assisted and contributed to the preparation of this report. Credit must also be given to the Mayor
and Commission for their unfailing support for maintaining the highest standards of professionalism in the
management of the City of Coconut Creek’s finances.

Respectfully submitted,

@j/f/ Yioaun M. sresiio

David J. Rivera Karen M. Brooks, CPFO
City Manager Director of Finance and Administrative Service
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Keefe, McCullough & Co,, LLP

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor, Members of the
City Commission and City Manager
City of Coconut Creek, Florida

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Coconut Creek, Florida (the “City”), as of and for the
year ended September 30, 2012, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City’s management. Our responsibility is to express 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, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Coconut Creek, Florida, as of September 30, 2012, and the respective changes in financial position
and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 21, 2013 on our
consideration of the City's internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, 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 and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis and schedule of funding progress, other post-employment benefits, on pages 3 through 19 and page 63, respectively,
be presented to supplement the basic financial statements. Such information, although not part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of the
financial reporting for placing the basic financial statements in 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 nor 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.
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City of Coconut Creek, Florida

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City's basic financial statements. The introductory section, budget and actual schedules, combining and individual nonmajor
fund financial statements and schedules, and statistical section are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The accompanying schedule of expenditures of federal awards is presented
for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and is also not a required part of the basic financial statements of the City. The budget to actual
schedules, combining and individual nonmajor fund financial statements and the schedule of expenditures of federal awards
are the responsibility of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the 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 financial statements as a
whole. The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Kee/{e, M Cu([ou;/t & Co, LLP

KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
March 21, 2013



City of Coconut Creek, Florida

Management’s Discussion and Analysis

As management of the City of Coconut Creek, we offer readers this narrative overview and analysis of the financial activities of the
City of Coconut Creek for the fiscal year ended September 30, 2012. The City of Coconut Creek’s Management Discussion and
Analysis (MD&A) is designed to (a) assist the reader in focusing on significant financial issues (b) provide an overview of the City’s
financial activities, (c) identify changes in financial position, (d) identify any material deviations from the financial plan (the
approved budget), and (e) identify any individual fund issues or concerns. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in our letter of transmittal, which can be found on
pages i through viii of this report. All amounts in this section, unless otherwise indicated, are expressed in millions of dollars.

Financial Highlights

e The assets of the City of Coconut Creek exceeded its liabilities at the close of the most recent fiscal year by $ 190.7 (net
assets). Of this amount, $ 46.8 (unrestricted net assets) may be used to meet the government’s ongoing obligations to
citizens and creditors.

e The City's total net assets increased by $ 12.3 during the current fiscal year. Net assets of our governmental and
business-type activities increased by $ 6.5 and $ 5.8, respectively. The majority of the increase in governmental fund
activities net assets is due to increases in charges for services, capital grants and contributions, and intergovernmental
revenues. $ 1.5 of the increase in net assets for business-type activities is due to capital contributions and donations.
The remaining difference resulted from a water and sewer rate increase in April 2011 to fund current and future capital
needs, and unused contingencies.

e Governmental Activities generated $ 19.3 in program revenues, with $ 47.6 in direct expenses.

e Business-type Activities generated $ 20.7 in program revenues, with $ 16.0 in direct expenses.

e As of the close of the current fiscal year, the City of Coconut Creek’s governmental funds reported combined ending fund
balances of $ 50.1, a decrease of $ 1.0, or 2.0%, over the prior year. Of this amount, approximately $ 8.7 is
nonspendable, $ 10.1 is restricted, $ 8.7 is committed, $ 6.4 is assigned, and $ 16.2 is unassigned.

o At the end of the current fiscal year, unassigned fund balance for the General Fund was $ 16.2, or 37.0% of total General
Fund budgeted operating expenditures.

o The City of Coconut Creek’s total outstanding debt decreased $ 2.6 during the current fiscal year due to scheduled annual
debt service payments.

e Overall, the City's financial position has improved from the prior year.

Overview of the Financial Statements

This annual report consists of four parts — Introductory Section, Financial Section, Statistical Section and Compliance Section.
Within the Financial Section, there is the Independent Auditor's Report, this Management’s Discussion and Analysis, the Basic
Financial Statements, Required Supplementary Information and an additional section that presents Combining Statements for
nonmajor governmental funds. The basic financial statements include two kinds of statements that present different views of the
City:

e The first two statements are government-wide financial statements that provide both long-term and short-term information
about the City’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the City government, reporting
the City's operations in more detail than the government-wide statements.

e The governmental funds statements show how general government services such as public safety were financed in the
short-term as well as what remains for future spending.

e Proprietary fund statements offer short-term and long-term financial information about the activities of the water and
wastewater system and the stormwater operations, which the government operates like a business.

The basic financial statements also include notes that explain some of the information in the financial statements and provide more
detailed data. The statements are followed by a section of required supplementary information that further explains and supports
the information in the financial statements. In addition to these required elements, a section is included with combining statements
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City of Coconut Creek, Florida

Management’s Discussion and Analysis

that provide details about the nonmajor governmental funds, each of which is added together and presented in single columns in
the basic financial statements.

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

The statement of net assets presents information on all of the City of Coconut Creek’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the City of Coconut Creek is improving or deteriorating. Other factors should be considered,
however, such as the condition of capital assets (roads, buildings, etc.) and debt structure, to assess the City's overall health.

The statement of activities presents information showing how the government’s net assets changed during the most recent fiscal
year. All changes in net assets 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 unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Coconut Creek that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The governmental activities of the City of
Coconut Creek include general government, public safety, physical environment, and culture and recreation. The business-type
activities of the City of Coconut Creek include the water and wastewater operation and the stormwater management operation.

The government-wide financial statements can be found on pages 20 and 21 of this report.

Fund financial statements. A fund consists of a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City of Coconut Creek, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. Unlike government-wide financial
statements, the focus of fund financial statements is directed to specific activities of the City rather than the City as a whole. All of
the funds of the City of Coconut Creek can be divided into two categories: governmental funds and proprietary funds.

Governmental funds. Governmental fund financial statements consist of a balance sheet and statement of revenues,
expenditures, and changes in fund balances. 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 government’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 City of Coconut Creek maintains several individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the General Fund, Street Construction and Maintenance Fund, Grants Fund, 2009 Capital Projects Fund, Capital
Improvement Program Fund, and the Public Safety Improvement Fund, which are considered to be major funds. Data from the
other governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements in this report.
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Management’s Discussion and Analysis

The City of Coconut Creek adopts annual appropriated budgets for all governmental funds. A budgetary comparison statement
has been provided for each of those funds to demonstrate compliance with its budget.

The basic governmental fund financial statements can be found on pages 22 through 27 of this report.

Proprietary Funds. Proprietary fund financial statements consist of a statement of net assets, a statement of revenues,
expenses, and changes in net assets, and a statement of cash flows. The City of Coconut Creek maintains one type of proprietary
fund known as an enterprise fund. Enterprise funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The City of Coconut Creek uses enterprise funds to account for its water and
wastewater operation and its stormwater management operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The
basic proprietary fund financial statements can be found on pages 28 through 31 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial statements can be found starting on
page 32 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the City of Coconut Creek’s General Fund, Street Construction and Maintenance
Fund, and Grants Fund budgetary comparison schedules to demonstrate compliance with the budget and the City's progress in
funding its obligation of providing other post-employment benefits to its employees. Required supplementary information can be
found on starting on page 58 of this report.

The combining statements referred to earlier in connection with non-major governmental funds are presented immediately
following the required supplementary information. Combining and individual fund statements and schedules can be found starting
on page 64 of this report.

Government-wide Financial Analysis

Summary of net assets. The overall position of the City improved in 2012. As noted earlier, over time net assets may serve as a
useful indicator of a government’s financial position. There are six basic transactions that will affect the comparability of the
Statement of Net Assets summary presentation as reflected below:

1) Net results of activities will impact (increase/decrease) current assets and unrestricted net assets.

2) Borrowing for capital will increase current assets and long-term debt.

3) Spending borrowed proceeds on new capital will reduce current assets and increase capital assets. Additionally, an
increase in invested in capital assets and an increase in related debt will not change the invested in capital assets, net of
debt.

4)  Spending of non-borrowed current assets on new capital will reduce current assets, increase capital assets, reduce
unrestricted net assets, and increase invested in capital assets, net of debt.

5) Principal payment on debt will reduce current assets, reduce long-term debt, decrease unrestricted net assets, and
increase invested in capital assets, net of debt.

6) Reduction of capital assets through depreciation will reduce capital assets and invested in capital assets, net of debt.
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Management’s Discussion and Analysis

In the case of the City of Coconut Creek, combined assets exceeded its liabilities by $ 190.7 at the close of fiscal year 2012 (see
Table 1 below).

TABLE 1
City of Coconut Creek's Net Assets
(in millions of dollars)

Total
Percentage
Governmental Activities Business-Type Activities Total Change
2012 2011 2012 2011 2012 2011 2012-2011
Current and other assets $ 571 % 56.5 $ 252 $ 20.2 $ 823 § 76.7 7.3%
Capital assets 791 73.7 66.0 64.5 1451 138.2 5.0%
Total assets 136.2 130.2 91.2 84.7 2274 214.9 5.8%
Long-term liabilities outstanding 28.0 29.9 0.9 0.7 28.9 30.6 -5.6%
Other liabilities 4.7 33 3.2 26 79 5.9 33.9%
Total liabilities 32.7 332 4.1 3.3 36.8 36.5 0.8%
Net assets:
Invested in capital assets,
net of related debt 67.8 59.8 66.0 64.5 133.8 1243 7.6%
Restricted 10.1 13.3 - - 10.1 13.3 -24.1%
Unrestricted 25.6 23.9 21.2 16.9 46.8 40.8 14.7%
Total net assets $ 1035 § 97.0 $ 87.2 § 81.4 $ 190.7 § 178.4 6.9%

The largest portion of the City of Coconut Creek’s net assets ($ 133.8 or 70.2%) reflects its investment in capital assets (e.g., land,
buildings, infrastructure, and equipment); less any related debt used to acquire those assets that is still outstanding. The City of
Coconut Creek uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City of Coconut Creek's investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities. The City’s portion of net assets invested in capital, net of related debt increased by $ 9.5 due to
the acquisition and construction of capital items and scheduled debt payments.

An additional portion of the City of Coconut Creek’s net assets ($ 10.1, or 5.3%) represents resources that are subject to external
restrictions on how they may be used. The 2012 balance in restricted net assets decreased by $ 3.2 due to restrictions imposed
by various external agencies, including debt covenant requirements.

The remaining balance of $ 46.8 reflects unrestricted net assets (24.5%) increased by $ 6.0, and may be used to meet the
government's ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City of Coconut Creek is able to report positive balances in all three categories of net
assets, both for the government as a whole, as well as for its separate governmental and business-type activities. The same held
true for the prior fiscal year.
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Management’s Discussion and Analysis

The City's long-term liabilities decreased by $ 1.7. The decrease was due mainly to the required annual debt service payments of
$ 2.6. The effects of the reduction were partially offset by an increase of $ 0.2 in earned but unused vacation and sick leave due to
the timing of usage and an increase of $ 0.7 in unfunded actuarial accrued liability for other post-employment benefits. The City
makes contributions towards other post-employment benefits on a pay-as-you go basis. Other post-employment benefits are
discussed in more details in Note 16 on page 53. In addition, in 2012, the City refunded the 2003D Capital Improvement Revenue
Note and issued the Series 2012 Capital Improvement Revenue Refunding Note reducing interest expense. See Note 8 on page
47 for more details.

Other liabilities increased by $ 2.0 due to the timing of annual activities (services received, customer deposits, etc.) and vendor
payments ($ 1.8), and an increase in deferred and unearned revenues relating to the timing of grant receipts and expenditures
($0.2).

Current and other assets increased $ 5.6 due mainly to an increase in cash and investments, accounts receivable, and due from
other governments as a result of annual activities (including capital purchases) and the timing of payments and receipts. Changes
in capital assets are discussed in the Capital Assets and Debt Administration section on page 17.

Summary of changes in net assets. The following information is presented to assist the reader in understanding the different
types of normal impacts that can affect revenues:

1)  Economic Condition can reflect a declining, stable, or growing environment and has an impact on property taxes, non-
ad valorem assessments and sales, gas, or other tax revenues as well as consumer spending habits as it relates to
building permits, user fees, and other consumption revenues.

2) The City Commission has authority to set increases or decreases in City rates (water, wastewater, stormwater,
permitting, impact fees, user fees, etc.).

3) Changing patterns in intergovernmental and grant revenues (both recurring and non-recurring) can change and
impact the annual comparisons.

4)  Market impacts on investment income may cause investment revenues to fluctuate from the prior year.

Basic impacts on expenses are outlined below:

1) Introduction or elimination of programs can have an impact on staffing levels, operating costs, and capital outlay
costs.

2) Changes in service levels can cause the City to increase or decrease authorized staffing. Staffing costs (salary and
related benefits) represent approximately 53% of the City’s operating costs.

3) Salary increases such as cost of living, performance increases, and pension contributions can impact personal service
costs.

4)  While inflation appears to be relatively low, the City is a major consumer of certain commodities such as fuel, chemicals,
supplies, and parts. Some functional expenses may experience unusual commodity specific increases. In addition, the
City has various contracts with built-in annual increases.

The City's net assets increased by $ 12.3, or 6.9%, during the fiscal year 2012. Approximately 12.2% ($ 1.5) of the increase in net
assets was attributed to capital contributions of utility easements and infrastructure and does not represent actual revenue
collected during the year. The remaining increase in net assets is due mainly to increases in water and sewer revenues, charges
for services, capital grants and contributions, and intergovernmental revenues.  Additionally, although expenditures increased
from prior year, expenditures were less than budgeted due to a reduction in pension costs, vacancies, and savings in operating
expenses. More detailed information is provided in the governmental and business-type activities change in net assets section as
follows.
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The changes in net assets for governmental and business-type activities are as follows:

TABLE 2
City of Coconut Creek’s Changes in Net Assets
(in millions of dollars)

Total
Governmental Business-Type Percentage
Activities Activities Total Change
2012 2011 2012 2011 2012 2011 2012-2011
Revenues
Program revenues
Charges for services $ 164 $ 157 $ 192 $ 185 $ 356 $ 342 4.1%
Operating grants and contributions 04 0.6 - - 0.4 0.6 -33.3%
Capital grants and contributions 25 16 15 2.8 4.0 44 9.1%
General revenues
Property taxes 16.1 15.9 - - 16.1 15.9 1.3%
Utility taxes 6.1 6.1 - - 6.1 6.1 0.0%
Local option gas tax 0.9 0.8 - - 0.9 0.8 12.5%
Franchise fees 4.0 41 - - 4.0 4.1 -2.4%
Impact fees 0.9 12 0.7 1.0 16 22 100.0%
Intergovernmental 48 41 - - 4.8 4.1 17.1%
Investment income 04 0.6 0.2 0.2 0.6 0.8 -25.0%
Miscellaneous 1.6 11 0.2 0.3 18 1.4 28.6%
Transfers - 0.5 - (0.5) - - 0%
Total revenues 54.1 52.3 21.8 22.3 75.9 74.6 1.7%
Expenses
General government 11.7 10.7 - - 11.7 10.7 9.3%
Public safety 24.0 235 - - 24.0 235 2.1%
Physical environment 5.8 5.7 - - 5.8 5.7 1.8%
Culture/recreation 5.2 53 - - 52 53 -1.9%
Interest on long-term debt 0.9 0.9 - - 09 0.9 0.0%
Water and wastewater - - 15.0 14.6 15.0 14.6 2.7%
Stormwater management - - 1.0 0.8 1.0 0.8 25.0%
Total expenses 47.6 46.1 16.0 15.4 63.6 61.5 3.4%
Increase in net assets 6.5 6.2 5.8 6.9 12.3 13.1 -6.1%
Net assets-beginning 97.0 90.8 81.4 745 178.4 165.3
Net assets-ending $ 1035 $§ 970 $ 872 $§ 814 § 1907 $ 1784 6.9%
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Management’s Discussion and Analysis

Governmental activities. Governmental activities increased the City of Coconut Creek’s net assets by $ 6.5, thereby accounting
for 52.8% of the total growth in the net assets of the City of Coconut Creek.

Key elements of this increase are as follows:

Property taxes collections increased by $ 0.2 (1.3%) during the year. This increase is mainly attributed to the collection of
prior year ad valorem taxes.

Charges for services increased by $ 0.7 (4.5%) during the year. The increase is primarily attributed to an increase in
municipal service charges received from the Seminoles due to the expansion of the Seminole Casino ($ 0.4); an increase
in administrative fees charged by the General Fund for services performed for other funds ($ 0.2); and an increase in
license and permits of $ 0.2. In 2011, the City received $ 1.2 in license and permits from the Seminole Casino for the
parking garage. In 2012, the City received $ 0.8 in license and permits for the construction of three multi-family
developments: Broadstone Cypress Hammocks, Paloma Lakes, and San Mellina. The remaining difference is comprised
of minimal increases in SRO subsidy due to a scheduled increase and EMS revenues due to increased collection efforts,
among other minor changes.

Operating grants/contributions decreased by $ 0.2 (-33%). This is partially due to the expiration of several grants, in
particular grants awarded to our Police Department as part of the American Recovery and Reinvestment Act. These
grants are one-time grants designed to boost economic growth by providing for salaries and benefits for new positions.
The capital grants/contributions increased by $ 0.9 (56%). This increase is attributed to an increase in activity in grant
funded capital projects, including the Education Corridor and improvements to Lyons Road. Additionally, fines and
forfeitures collected from law enforcement forfeitures and seizures increased by $ 0.3.

Impact fees decreased by $ 0.3 (25%) due to the timing of receipts from new developers. In 2011, the City received $ 1.0
in impact fees charged for the construction of the new parking garage at the Seminole Casino. In 2012, the City received
$ 0.8 in impact fees from Broadstone Cypress Hammocks, Bel Lago, and San Mellina.

Intergovernmental revenues increased by $ 0.7 (17%) mainly due to an increase in half-cent sales tax ($ 0.4) and state
shared revenues ($ 0.1) as a direct result of the slow recovery of the economy. In addition, the City received $ 0.1 more in
proceeds from the County’s Materials Recovery Facility (MRF) due to a change in the contract with the City’s solid waste
provider whereby the City retains the entire proceeds. The remaining differences are minor.

Investment income decreased by $ 0.2 (-33%) due to a lower average interest rate during 2012.

Miscellaneous revenues increased by $ 0.5 (45%). In fiscal year 2012, the City received $ 0.3 in revenues as a result of
the compact between the Seminole Tribe of Florida and the State of Florida. In addition, the City received $ 0.1 in
contributions from developers to be used for the affordable housing program and $ 0.1 for insurance reimbursements due
to the damage to the boardwalk at the Recreation Complex.

Transfers-in decreased by $ 0.5 (-100%) due to the expiration of a one-time transfer from the Water and Wastewater
Fund to the General Fund.

Utility taxes, local option gas tax, and franchise fees remained generally the same from prior year.

Expenses increased by $ 1.5 (3%) due to increases in personnel costs ($ 0.3); increases in contract prices, including the
increase in the contract for medical and EMS services with the City of Margate ($ 0.8); among other minor increases in
operating expenditures.

Governmental revenues increased 3.4% to $ 54.1. The following chart (Chart 1) depicts the changes in governmental revenues
from fiscal year 2011 to fiscal year 2012. Overall, revenues remained relatively stable from one year to the next.
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CHART1
Revenues By Source-Governmental Activities
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The following chart provides an overall view of the various governmental revenue sources. 29.8% of these revenues received
come from property taxes, 18.6% from utility taxes and franchise fees and 30.3% from charges for services.

CHART 2
Revenues by Source-Governmental Activities
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Chart 3 compares program revenues to program expenses for each category of activities. The cost of all governmental
activities this year was $ 47.6. Some of that cost was financed by:

e Those who directly benefited from the programs through charges for services ($ 16.4), and

Other governments and organizations that subsidized certain programs through operating and capital grants
and contributions ($ 2.9).

The City financed the remaining $ 28.3 “public benefit” portion of governmental activities with $ 27.1 in taxes and
franchise fees, and with other revenues such as unrestricted state aid and interest income.

CHART 3
Expenses and Program Revenues-Governmental Activities
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Business-type activities. Business-type activities increased the City of Coconut Creek’s net assets by $ 5.8, accounting for
47.2% of the total increase in the government’s net assets. Revenues of the City’s business-type activities decreased 2.2% to
$ 21.8, while expenses increased by 3.9% to $ 16.0. Factors contributing to these results included:

Charges for services increased by $ 0.7 (3.8%) due to a new water/wastewater rate structure implemented in fiscal year
2009. The new rate structure was introduced to mitigate the impact of Broward County rate increases, promote water
conservation, and to provide funding to adequately maintain the system’s infrastructure.
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City of Coconut Creek, Florida

Management’s Discussion and Analysis

e |mpact fees decreased by $ 0.3 (-30%) due to the timing of the addition of new developments. In 2011, the City collected
$ 0.8 for the construction of the new parking garage at the Seminole Casino. In 2012, the City collected $ 0.6 for Bel
Lago, and $ 0.1 for Broadstone Cypress Hammocks.

e Expenses slightly increased by $ 0.6 (3.9%) during the year. This increase is partially attributed to an increase in
administrative costs paid to the General Fund ($ 0.2), increases in personnel costs ($ 0.2), and increases in operating
costs, including contractual increases and utility fees paid to Broward County for water and wastewater services ($ 0.2).

e The City received $ 1.5 in capital contributions of utility easements and infrastructure, a reduction of § 1.3 from the
previous year, and does not represent spendable revenue collected during the year.

The following chart provides an overall view of the various business-type revenue sources. 88.0% of these revenues received
come from charges for services, 3.0% from impact fees paid by developers, and 7.0% from capital grants and contributions.

CHART 4
Revenues by Source-Business-Type Activities

Capital grants and
contributions

Impact Fees  Miscellaneous 7%
3% 1%

Investment
1%

Charges for
senices
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Financial Analysis of the City’s Funds

As noted earlier, the City of Coconut Creek uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

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

As of the end of the current fiscal year, the City of Coconut Creek’s governmental funds reported combined ending fund balances
of $50.1, a decrease of $ 1.0 in comparison with the prior year.

12



City of Coconut Creek, Florida

Management’s Discussion and Analysis

TABLE 3
City of Coconut Creek's Governmental Fund Balance
(in millions of dollars)

Governmental Activities

2012 2011
Nonspendable:
Inventory 0.1 0.1
Prepaids - 0.1
Assets held for resale 8.6 8.6
Restricted for:
Capital projects 5.6 8.9
Grants 0.3 0.3
Street construction/maintenance 2.3 2.6
Public safety 1.9 14
Housing - 01
Committed to:
Affordable housing program 0.8 12
Capital projects 5.5 41
Debt service 0.1 0.1
Hurricane emergency reserve 2.3 2.2
Assigned to:
Capital projects 1.2 1.6
General government 41 31
General trust accounts 1.0 1.0
Other 0.1
Unassigned 16.2 15.7
Total fund balances $ 501 $ 51.1

* Balances are rounded and may not include items under $50,000.

Fund balance of governmental funds consists of the following classifications (see table 3 above):

Nonspendable Fund Balance: A portion of fund balance is classified as nonspendable ($ 8.7) to indicate that it is not

available for new spending because it is not in spendable form. Nonspendable fund balance includes assets held for
resale ($ 8.6) and inventory and prepaid costs ($ 0.1).

Restricted Fund Balance: $ 10.1 is classified as restricted, which indicate amounts constrained to specific purposes by
external entities. Restricted fund balance includes amounts associated with grant restrictions ($ 0.3); statutory
requirements for street construction and maintenance ($ 2.3); debt covenant for the construction of the new Public Works
building and the undergrounding of above ground utility lines ($ 5.6); and federal, state, and local requirements for the use
of law enforcement forfeitures and seizures ($ 1.9).
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City of Coconut Creek, Florida

Management’s Discussion and Analysis

e Committed Fund Balance: $ 8.7 is classified as committed, to indicate amounts constrained to specific purposes by the
City Commission through Ordinance or Resolution. Committed fund balance consists mainly of amounts constrained to
ongoing and future capital projects ($ 5.5), debt service ($ 0.1), housing ($ 0.8), and hurricane emergencies ($ 2.3).

e Assigned Fund Balance: $ 6.4 is classified as assigned, to indicate amounts constrained by the City’s intent to use for a
specific purpose. Assigned fund balance mainly includes amounts set aside for ongoing and future capital projects
($ 1.2), future budgetary requirements ($ 4.0), amounts to be used for various general trust accounts ($ 1.0), and other
purchase commitments of $ 0.2.

e Unassigned Fund Balance: $ 16.2 is classified as unassigned which identifies net resources available for spending at the
end of the fiscal year.

The General Fund is the chief operating fund of the City of Coconut Creek. At the end of the current fiscal year, fund balance
totaled $ 23.8, of which $ 16.2 is unassigned fund balance of the General Fund. As a measure of the General Fund’s liquidity, it
may be useful to compare unassigned fund balance to total budgeted expenditures. Unassigned fund balance represents 37.0%,
or approximately four and a half months of total General Fund’s budgeted operating expenditures.

The fund balance of the City of Coconut Creek’s General Fund increased by $ 1.7 during the current fiscal year. The City had
appropriated $ 3.1 of fund balance for spending in the 2012 fiscal year budget. However, higher than anticipated building permits
due mostly to construction of three new multi-family developments (Broadstone Cypress Hammocks, Paloma Lakes, and Bel
Lago), staff vacancies and turnovers, and unused departmental expenditures eliminated the need for the use of appropriated fund
balance. The primary factors contributing to the increase in fund balance includes the personnel cost savings of $ 1.7
(approximately 5.5% of total personnel cost) resulting from lower pension costs and vacancies; and various operating cost savings
of $ 0.7 (approximately 2.5% of total operating costs). Additionally, the City collected more in licenses and permits and utility
taxes. More detailed information is included in the General Fund Budgetary Highlights section on page 58.

The Streets Construction and Maintenance Fund has a fund balance of $ 2.3, which is mainly held in cash and investments for
future street related expenditures. Fund balance decreased by $ 0.4 due mainly to scheduled grant related capital expenditures,
which will be reimbursed in fiscal year 2013.

The Grants Fund has a fund balance of $ 0.3, which is mainly held in cash and investments for future use for various on-going
projects. Fund balance increased by $ 0.1 due to various grant-related expenditures that were reimbursed after the end of the
fiscal year.

The 2009 Capital Improvement Program Fund has a total fund balance of $ 5.6, which is mainly held in cash and investments
received from the $ 10.0 Series 2009 Capital Improvement Revenue Note issued in fiscal year 2010. The proceeds from the note
are being used for the undergrounding of above ground utility lines and the construction of a new Public Works building. Fund
balance decreased by $ 3.3, representing the use of note proceeds to fund the underlying capital projects.

The Capital Improvement Program Fund has a total fund balance of $ 10.0, which consists mainly of $ 8.6 for land reserved as
assets held for resale and $ 1.6 in cash and investments for ongoing projects, slightly reduced by $ 0.2 in outstanding invoices.
Fund balance increased from $ 1.8 to $ 10.0. The majority of the increase ($ 8.6) resulted from collapsing the 2003 Capital
Projects Fund into the Capital Improvement Program Fund. The remaining decrease of $ 0.4 represents the use of fund balance
set aside to fund ongoing capital projects.

The Public Safety Improvement Fund has a total fund balance of $ 2.4, which is mainly held in cash and investments for future

capital assets. Fund balance increased from $ 1.4 to $ 2.4 due mainly to a $ 0.7 transfer from the General Fund to fund future
capital projects and $ 0.3 collection of public safety impact fees from various developers.
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City of Coconut Creek, Florida

Management’s Discussion and Analysis

Proprietary funds. The City of Coconut Creek’s proprietary fund provides the same type of information found in the government-
wide financial statements, but in more detail.

Unrestricted net assets of the Water and Wastewater Fund at the end of the year amounted to $ 16.8. The total increase in net
assets was $ 5.2. The increase in net assets was mainly due to capital contributions made during fiscal year 2012, including $ 1.5
of utility easements from various developers, lower than anticipated utility charges paid to Broward County, and the timing of
capital related expenses. Unrestricted net assets of the Stormwater Management Fund at the end of the year amounted to $ 4.4.
The total increase in net assets was $ 0.5. Other factors concerning the finances of these funds have already been addressed in
the discussion of the City of Coconut Creek’s business-type activities.

General Fund Budgetary Highlights

During the year, there was a $ 0.2 re-allocation in appropriations between the original and the final amended budget for the
General Fund. $ 0.2 in the General Fund was transferred to the City Attorney’s budget to cover pension costs due to the City
Attorney’s reclassification from an independent contractor to an employee.

The significant variance between the final budget and the year-end actual results are as follows:
Revenues

As of fiscal year-end, actual revenue amounts exceeded the final budget by $ 1.1. The additional revenue is primarily attributed to
the following factors:

e License and permits came in higher than expected ($ 1.3) as a result of the construction of three multi-family homes
(Broadstone Cypress Hammocks, Paloma Lakes, and Bel Lago), in addition to an increase in volume of homeowner
permits.

o  Utility taxes in total had a negligible variance. However, communication services taxes came in lower than the budget by
$ 0.9 due to a decrease in collections from the State of Florida. This shortfall was offset by higher than anticipated
electric utility taxes.

e Franchise fees fell short of budget by $ 0.2 due to lower than expected franchise fees on electricity and refuse due to rate
changes and collection patterns.

e Net property tax revenues showed a favorable variance of $ 0.2 due to an increase in the collection of prior year ad
valorem revenues.

e Intergovernmental revenues came in higher than anticipated by $ 0.1 mainly due to a change in the contract with the
City's solid waste provider whereby the City retains the entire proceeds from the County's Materials Recovery Facility
(MRF) and slightly higher business tax receipts received from the County; partially offset by lower than expected state
shared revenues from the State of Florida.

e Charges for services came in lower than anticipated by $ 0.1 mainly due to a decrease in fire assessments ($ 0.4). This
shortfall was partially offset by higher than anticipated EMS transport fees ($ 0.1), parks and recreation program fees
($0.1), and fire plan reviews and fire inspection fees ($ 0.1).

e Investment income fell short of the budget by $ 0.1 due to a slowly recovering financial market.

e Fines and Forfeitures and Miscellaneous Revenues both had negligible variances.
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Management’s Discussion and Analysis

Expenditures

As of fiscal year-end, actual expenditures came in under budget by $ 3.6. The main operational savings are as follows:

The Risk Management division had a total savings of $ 0.2 due to less than anticipated insurance premiums, claims
liability payments, and the lack of need for the insurance contingency.

The Finance and Administrative Services Department realized a total savings for $ 0.2 mainly due to staff vacancies and
turnover.

The Sustainable Development Department had a total savings of $ 0.1 mainly due to lower than anticipated county
inspection costs due to decreased usage as a result of hiring a Structural Plans Examiner, various staffing changes, and
other minor operational savings.

The Police Department had a total savings of $ 1.2 due to savings in salaries, benefits and applicable operating costs.
The majority of the savings was due to lower pension costs, staff turnover, and various other minor operational savings.
The Public Works Department had a savings of $ 0.4 due to vacancies throughout the year, landscaping maintenance
cost savings, lower than anticipated utility expenditures, and various other operational savings.

The Parks and Recreation Department had a savings of $ 0.2 due to lower pension costs and various other operational
savings.

The Engineering division had a savings of $ 0.2 due to due to elimination of a budgeted vacant position.

Non-department and contingency had a savings of $ 0.7 due to less than anticipated economic incentives provided to
commercial customers and neighborhood enhancement grants awarded. Additionally, the City did not use $ 0.3 in
contingency.

The remaining $ 0.4 in savings is attributed to various minor operational savings throughout the year.

Capital Asset and Debt Administration

Capital assets (see Table 3). The City of Coconut Creek’s investment in capital assets for its governmental and business type
activities as of September 30, 2012, amounts to $ 145.1 (net of depreciation). This investment in capital assets includes land,
buildings, water/sewer system improvements, machinery and equipment, park facilities, utility easements, and streets. The total
increase in the City of Coconut Creek’s investment in capital assets for the current fiscal year was $ 6.9, which represents a 78.3%
increase in governmental activities and a 21.7% increase for business-type activities.

TABLE 4
City of Coconut Creek's Capital Assets
(net of depreciation, in millions of dollars)

Total
Governmental Business-Type Percentage
Activities Activities Total Change
2012 2011 2012 2011 2012 2011 2012-2011
Land $ 248 §$ 243 $ 04 $ 0.4 $ 252 $ 247 2%
Buildings 16.3 16.8 2.6 2.6 18.9 19.4 -3%
Improvements 6.9 6.5 0.9 0.9 7.8 74 5%
Equipment 4.7 4.3 13 15 6.0 5.8 3%
Infrastructure 19.0 18.3 55.9 54.5 74.9 72.8 3%
Intangibles 0.1 0.1 44 3.9 4.5 4.0 100%
Construction in progress 7.3 34 0.5 0.7 7.8 4.1 90%
Total $ 791 $ 73.7 $ 66.0 $ 64.5 $ 1451 § 138.2 5%
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For governmental activities, this year's major capital asset additions before depreciation totaled $ 8.0 and include the following:

e $0.5inland to be used for recreational purposes.
$ 4.6 in construction in progress, which relates to projects started in the City, but not yet completed, including $ 3.0 for a
new Public Works building (total project cost of $ 3.4), $ 0.3 for the undergrounding of above ground utility lines (total cost
of $ 1.5); $ 0.9 for the Education Corridor project (total cost $ 2.0); and $ 0.2 for the multi-use athletic field project (total
cost of $ 0.2). The remaining $ 0.2 includes various improvements to roads, sidewalks, parks and buildings.

e $1.0ininfrastructure for the Lyons Road beautification project.

e $0.7 in buildings and improvements Country Lakes Greenway ($ 0.5), the government complex glass hardening project
($0.1), and other miscellaneous projects.

e $ 1.3 in equipment including the purchase of portable radios and alarm system ($ 0.4), computer purchases and
replacements ($ 0.3), and vehicle replacements ($ 0.5). The remaining difference of $ 0.1 includes various other minor
equipment purchases.

e The remaining additions were negligible.

For governmental activities, this year's major capital asset disposal consisted of $ 0.4 in vehicles and $ 0.1 in computers as part of
the annual vehicle and computer replacement plans. In addition, Buildings was reduced by $ 0.4 due to the removal of the old
Public Works Building that was demolished in order to construct a new public works building. Additionally, $ 0.7 was transferred
from construction in progress to buildings, improvements, infrastructure, and equipment. The transfer represented the completion
of various on-going projects, including the government center glass hardening project ($ 0.1), the 69 Street Greenway ($ 0.3),
Copans Road Median improvements ($ 0.1), and the Lyons Road beautification project ($ 0.2).

Capital additions for business-type activities before depreciation totaled $ 2.9 and include the following:

e $0.4in utility easements from various developers.

e $2.2ininfrastructure, mainly due to the contributions of water and sewer infrastructure from various developers ($ 1.0);
lift station 12 rehabilitation ($ 0.7), sewer pipe rehabilitations ($ 0.1); and Lyons Road Force Main Isolation Valve Project
($ 0.2); and other minor additions totaling $ 0.2. In addition, $ 0.4 was also transferred from construction in progress to
infrastructure mainly due to the completion of the Hilton Water Tank improvements.

e Construction in progress decreased by $ 0.1 due to a transfer to infrastructure for Hilton Water Tank improvements.
However, the decrease was partially offset by the addition of $ 0.3 in projects that started in the City, but were not yet
completed, including the reclaimed water project and the SCADA Telemetry System.

e The remaining additions were negligible.

Capital asset disposals for business-type activities were negligible.

Additional information on the City of Coconut Creek’s capital assets can be found in Note 7 on pages 43 through 45 of this report.
Long-term debt (see Table 4). At the end of the current fiscal year, the City of Coconut Creek had total debt outstanding of
$20.2. Debt is comprised of revenue notes used to finance various capital expenditures, includi