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INDEPENDENT AUDITOR'S REPORT

To the Town Commission
Town of Hillsboro Beach, Florida
We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the Town of Hillsboro Beach, Florida (the "Town") as of and for the fiscal year
ended September 30,2011, which collectively comprises the Town's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Town's management. Our
responsibility is to express opinions 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 fin ancial 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 the 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 opinions.
In our opinion, the financial statements referred to above presentfairly, in all material respects, the respective
fi nancial position of the governmental activities, the business-type activities and each major fund of the Town
as of and for the fiscal year ended September 30, 2011 , and the respective changes in financial position, and,
where applicable, cash flows thereof for the fiscal 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 April 16, 20 12, on
our consideration of the Town's internal control over fi nancial reporting and on our tests of its compliance with
certain provisions of laws, regulation s, and contracts, and agreernents, and other mailers. 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 the 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 re sults of our audit.
Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information and schedule of employer contributions and
schedule offunding progress be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governrnental Accounting Standards
Board, who considers it to be an essential part offinancial reporting for placing the basic financial statements
in an app ropriate operational, economiC, or historical context. We have applied certain limited proced ures 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 managements responses to ou r 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 inform ation because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance_

&cd~w~-April 16, 20 12

MANAGEMENT'S DISCUSSION AND ANALYSIS

The management of the Town of Hillsboro Beach, Florida ("Town") would like to offer the readers of the
Town's financial statements this discussion and analysis of the financial activities of the Town's financial
statements for the fiscal year ended September 30, 2011. Please read it in conjunction with the Town's
Independent Auditor's Report, basic financial statements, accompanying notes and supplementary information
to the basic financial statements.
FINANCIAL HIGHLIGHTS
•

The liabilities of the Town exceeded its assets at the close of the fiscal year ended September 30,2011,
resulting in a net asset (deficit) balance of $(1,128,101).

•

The Town's net assets decreased by $(5,775,232) in comparison with the prior year. This was almost
entirely due to expenditures involving the beach restoration project The key components of the Town's
net assets and change in net assets are reflected in the table in the government-wide financial analysis
section.

•

At September 30, 2011, the Town's governmental fund reported combined ending fund balance of
$1,443,910 an increase of $12,391 in comparison with the prior year Ofthe total fund balance, $27,303 is
nonspendable prepaid items; $362,582 is restricted for capital projects and $1 ,054,025 is unassigned fund
balance which is available for spending at the Town's discretion.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis are intended to serve as the introduction to the Town's basic financial
statements. The Town's basic financial statements are comprised of three components: 1) government-wide
financial statements, 2) fund financial statements and 3) notes to the basic 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 assets presents information on all the Town'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 Town is improving or deteriorating.
The statement of activities presents information showing how the Town'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.
Both of the government-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (government 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 Town include general government, public safety, physical
environment, transportation and culture and recreation. The business-type activities of the Town include the
water utility operation.
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OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Fund Financial Statement
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. All of the funds of
the Town can be divided into two categories: governmental funds and proprietary funds.
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 Town'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 balance
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.
The Town maintains one individual governmental fund. 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 which is considered a major fund.
The Town adopts an annual appropriated budget for its general fund. A budgetary comparison schedule has
been provided for the general fund to demonstrate compliance with this budget.
ProprietarY Funds
The Town maintains one type of proprietary fund: an enterprise fund. An enterprise fund is used to report the
same function presented as business-type activities in the government-wide financial statements. The Town
uses an enterprise fund to account for its water distribution and plant operations within the Town.
Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail.
Notes to the Basic 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.
GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In
the case of the Town, liabilities exceeded assets at the close of the most recent fiscal year.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
Key components of the Town's net assets are reflected in the following table:
NET ASSETS
SEPTEMBER 30,
Governmental activities
Business-type activities
2010
2011
Restated
2011
2010
Current and other assets

$

Capital assets, net of depreciation

Total assets
Current liabilities

Long-term liabilities
Total liabilities
Net assets
Invested in capital assets
Restricted
Unrestricted
Total net assets (deficit)

$

1,785,415
1,688,423
3,473,838
465,914
6,299,741
6,765,655
1,688,423
362,582
(5,342,822)
(3,291,817)

$ 1,734,750
1,732,273
3,467,023
303,231
389,489
692,720

$ 1,002,578
1,303,103
2,305,681
64,738
77,227
141,965

1,732,273

1,303,103

1,042,030
$ 2,774,303

860,613
$ 2,163,716

$

$

Total

2011

745,752
1,153,084
1,898,836
7,072
18,936
26,008

$

1,153,084

2,991,526
362,582
(4,482,209)
$ (1,128,101)

719,744
1,872,828

2,787,993
2,991,526
5,779,519
530,652
6,376,968
6,907,620

2010
Restated
$ 2,480,502
2,885,357
5,365,859
310,303
408,425
718,728
2,885,357
1,761,774
$ 4,647,131

A portion of the Town's net assets reflects its investment in capital assets (e.g, land, land improvements, and
infrastructure); less any related debt used to acquire those assets that is still outstanding, These assets are
used to provide services to residents; consequently, these assets are not available for future spending.
The Town's net assets decreased significantly during the most recent fiscal year. The majority olthe decrease
represents the extent to which costs of operations and depreciation expense exceeded ongoing program and
general revenues, These expenses were financed through the issuance of a note payable, specifically relating
to the beach renourishment project in the approximate amount of $5,900,000.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
Key elements of the change in the Town's net assets are reflected in the following table:
CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30,
Business-type activities
Governmental activities
2010
2011
Restated
2011
2010

Total
2010
2011

Restated

Revenues:
Program revenues:
Charges for services

Operating grants and contributions
General revenues:
Property taxes

Utility and franchise fees
Intergovernmental revenue
Unrestricted investment earnings
Miscellaneous
Total revenues
Expenses:
Governmental activities:
General government
Public safety
Physical environment

Transportation
Culture and recreation
Interest expense
Business - type activities:
Water utilities
Total expenses

Change in net assets
Net assets, beginning-restated
Net assets (deficit), ending

$

59,231
57,793

$

196,622
52,347

3,224,589
237,383
234,705
15,829
81,167
3,910,697

2,989,673
246,086
221,503
33,419
57,710
3,797,360

383,721
3,024,819
6,399,608
6,355
37,905
124,409

418,566
2,891,318
661,490
64,476
35,370

$ 1,092,676

5,428
51,535
1,149,639

$

782,637

10,921
49,595
843,153

$

1,151,907
57,793

$

979,259
52,347

3,224,589
237,383
234,705
21,257
132,702
5,060,336

2,989,673
246,086
221,503
44,340
107,305
4,640,513

383,721
3,024,819
6,399,608
6,355
37,905
124,409

418,566
2,891,318
661,490
64,476
35,370

741,071
4,812,291
(171,778)
__~~~,0~6~6~,1~20~)._~(~27~3~,8~6~0) __~2~90~,8~8~8____~1~02~,0~8~2__~(75,~77~5~,2~32~)
4,818,909
2,774,303
3,048,163
1,872,828
1,770,746
4,647,131
$ (3,291,817) $ 2,774,303 $ 2,163,716 $ 1,872,828 $ (1,128,101) $ 4,647,131
9,976,817

4,071,220

858,751
858,751

741,071
741,071

858,751
10,835,568

Governmental activities
As noted above and in the statement of activities, the cost of all governmental activities during the fiscal year
ended September 30,2011 was approximately $10,000,000, A portion of these activities were financed
through general revenues of approximately $3,900,000, which consist primarily of ad valorem, utility and other
taxes. The remaining expenses were financed by a bank loan as discussed above.

Business-type activities
Business-type activities reflect the operations of the water facilities within the Town. The cost of operations is
covered primarily by charges to customers. Water expenses increased from the prior fiscal year due primarily
to an increase in salaries and repairs and maintenance, offset by a decrease in operating costs.
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GENERAL BUDGETING HIGHLIGHTS
An operating budget was adopted and maintained by the governing board for the Town pursuant to the
requirements of Florida Statutes. The budget is adopted using the same basis of accounting that is used in
preparation of the fund financial statements. The legal level of budgetary control, the level at which
expenditures may not exceed budget, is in the aggregate. Any budget amendments that increase the
aggregate budgeted appropriations must be approved by the Town Commission. The general fund budgetfor
the fiscal year ended September 30,2011 was amended to increase revenues and other financing sources by
$6,504,791 and increase appropriations by $6,504,791. The increase in appropriations and other financing
sources is primarily the result of the additional costs incurred related to the beach renourishment project and
loan proceeds. Actual general fund expenditures did not exceed appropriations for the fiscal year ended
September 30, 2011.
The variance between budgeted and actual general fund revenues for the current fiscal year is the result of the
over budgeting of property taxes and license fees and permits. The actual general fund expenditures for the
current fiscal year were lower than budgeted amounts due primarily to anticipated costs which were not
incurred in the current fiscal year relating to physical environment.
CAPITAL ASSETS
At September 30, 2011, the Town had $2,825,232 invested in land, construction in progress, buildings,
infrastructure and machinery and equipment, for its governmental activities. In the government-wide financial
statements depreciation of $1,136,809 has been taken, which resulted in a net book value of $1 ,688,423 and
the Town's business-type activities reported net capital assets of$1 ,303, 103. More detailed information about
the Town's capital assets is presented in the notes of the financial statements.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGET
The Town's local economy is primarily services for retirees, while commercial retail and service activity
combine for a small segment. A large portion of the Town's residents are seasonal. Consequently, local
economic detriments affect the Town to a lesser extent due to the broad natural and worldwide composition of
the Town's seasonal resident.
During December 2010 the Town entered into a draw down facility with a bank in order to finance a project for
the construction of a new water utility plant in the amount of $5,200,000. More information can be found in the
notes to the financial statements.
Currently, beach erosion threatens homes, other structures, and the very resource that residents and visitors
enjoy. The Town is in the process of conducting engineering studies and has implemented activities to control
beach erosion activities. In February 2011, the Town entered into a promissory note agreement with a bank in
the amount of approximately $5,900,000 in order to fund the beach restoration project. More information can
be found in the notes to the financial statements.
REQUEST FOR INFORMATION
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the Town's finances and to demonstrate the Town's accountability for the financial
resources it manages and the stewardship of the facilities it maintains.
Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the Town's finance department clo Severn Trent Management Services
210 N. University Drive, Suite 702, Coral Springs, Florida 33071. Telephone 954-753-5841.
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TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2011

Governmental
Activities
ASSETS
Cash
Investments
Accounts receivable
Internal balances
Prepaids
Temporarily restricted:
Cash
Capital assets:
Nondepreciable
Depreciable, net
Total assets

$

LlABI LlTI ES
Accounts payable
Accrued liabilities
Accrued interest payable
Customer deposits
Noncurrent liabilities:
Due in less than one year:
Note payable
Compensated absences
Due in more than one year:
Note payable
Compensated absences
Net OPEB obligation
Total liabilities

NET ASSETS
Invested in capital assets
Restricted
Unrestricted
Total net assets (deficit)

231,817
314,655
135,894
689,861
27,303

Business-Type
Activities

$

815,900
584,083 $
954,381
1,269,036
239,777
103,883
(689,861 )
27,326
23

385,885

50,069

435,954

30,000
1,658,423
3,473,838

813,667
489,436
2,305,681

843,667
2,147,859
5,779,519

182,634
135,568
124,409
23,303

59,976

242,610
135,568
124,409
23,303

482,368
4,762
50,000
27,227

5,414,199
368,174
35,000
6,765,655

$

Total

1,688,423
362,582
(5,342,822)
(3,291,817)

141,965

1,303,103

$

860,613
2,163,716

482,368
4,762
5,464,199
395,401
35,000
6,907,620

2,991,526
362,582
(4,482,209)
$ (1,128,101)

See notes to the financial statements

7

TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED SEPTEMBER 30,2011

Functions/Programs
Primary government:
Governmental activities:
General government
Public safety
Physical environment
Transportation
Building and engineering
Interest
. Total governmental activities
Business-type activities:
Water utilities
Total business-type activities
Total

Prograrn Revenues
Operating
Charges for
Grants and
Services
Contributions

Expenses

$

383,721
3,024,819
6,399,608
6,355
37,905
124,409
9,976,817

$

59,231

$

Net (Expense) Revenue and
Changes in Net Assets
Governrnental
Activities

$
32,610
25,183

59,231

858,751
858,751

1,092,676
1,092,676

10,835,568

1,151,907

57,793

Business-type
Activities

(324,490) $
(3,024,819)
(6,366,998)
18,828
(37,905)
(124,409)
(9,859,793)

$

233,925
233,925
57,793

General revenues:
Property taxes
Utility and franchise fees
Intergovernmental revenue
Unrestricted investment earnings
Miscellaneous
Total general revenues
Change in net assets
Net assets - beginning as previously reported
Prior period adjustment - see Note 9
Net assets - beginning - restated
Net assets (deficit) - ending

(9,859,793)

1;

3,224,589
237,383
234,705
15,829
81,167
3,793,673
(6,066,120)
2,837,213
(62,910)
2,774,303
(3291 817) $

Total

(324,490)
(3,024,819)
(6,366,998)
18,828
(37,905)
(124,409)
(9,859,793)
233,925
233,925

233,925

(9,625,868)

5,428
51,535
56,963
290,888
1,872,828

3,224,589
237,383
234,705
21,257
132,702
3850,636
(5,775,232)
4,710,041
(62,910)
4,647,131
1; (1 128 j01)

1,872,828
216371(2

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
BALANCE SHEET
GOVERNMENTAL FUND
SEPTEMBER 30, 2011
Major Fund
General
ASSETS
Cash
Investments
Accounts receivable
Due from other funds
Prepaids
Cash-restricted
Total assets

231,817
314,655
135,894
689,861
27,303
385,885
$ 1,785,415

$

182,634
135,568
23,303
341,505

$

$

LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable
Accrued liabilities
Customer deposits
Total liabilities

$

Fund balance:
Nonspendable:
Prepaid items
Restricted:
Capital projects
Unassigned
Total fund balance
Total liabilities and fund balance

Total
Governmental
Funds

231,817
314,655
135,894
689,861
27,303
385,885
$ 1,785,415

182,634
135,568
23,303
341,505

27,303

27,303

362,582
1,054,025
1,443,910

362,582
1,054,025
1,443,910

$ 1,785,415

$ 1,785,415

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2011

Fund balance - governmental funds

$ 1,443,910

Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not
financial resources and, therefore, are not reported as assets
in the governmental funds. The statement of net assets
includes those capital assets, net of any accumulated
depreciation, in the net assets of the government as a whole.
Cost of capital assets
Accumulated depreciation
Liabilities not due and payable from current available
resources are not reported as liabilities in the governmental
fund statements. All liabilities, both current and long-term,
are reported in the government-wide financial statements.
Net OPEB obligation
Interest payable
Note payable
Compensated absences
Net assets of governmental activities

2,825,232
(1,136,809)

1,688,423

(35,000)
(124,409)
(5,896,567)
(368,174)

$ (3,291,817)

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30,2011
Major Fund
General
REVENUES
Property taxes
Licenses and permits
Utility and franchise fees
Intergovernmental
Grant revenue
Interest
Miscellaneous
Total revenues

3,224,589
59,231
237,383
234,705
57,793
15,829
81,167
3,910,697

$ 3,224,589

353,109
2,910,437
6,399,608
6,355
37,905
87,459
9,794,873

353,109
2,910,437
6,399,608
6,355
37,905
87,459
9,794,873

(5,884,176)

(5,884,176)

5,896,567
5,896,567

5,896,567
5,896,567

12,391

12,391

1,431,519

1,431,519

1,443,910

$ 1,443,910

$

EXPENDITURES
Current:
General government
Public safety
Physical environment
Transportation
Building and engineering
Capital outlay
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures
OTHER FINANCING SOURCES (USES)
Proceeds from debt issuance
Total other financing sources (uses)
Net change in fund balances
Fund balance - beginning
Fund balance - ending

Total
Governmental
Funds

$

59,231
237,383
234,705
57,793
15,829
81,167
3,910,697

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
RECONCILLIATION OF THE STATEMENTS OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENT FUNDS TO THE STATEMENT OF
ACTIVITIES FOR THE YEAR ENDED SEPTEMBER 30, 2011

Net change in fund balance - total governmental funds

$

12,391

Amounts reported for governmental activities in the statement of
activities are difference because:
Governmental funds report capital outlays as expenditures,
however, in the statement of activities, the cost of those assets is
eliminated and are capitalized and reported as capital assets in the
statement of net assets,

81,042

The net effect of various miscellanous transactions involving
capital assets (Le"sales, trade ins, and donations) is to increase
net assets,

15,223

Depreciation on capital assets is not recognized in the
governmental fund statements but is reported as an expense in the
statement of activities,

(140,115)

Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds, The details of
the differences are as follows:
Change in long-term compensated absences
Other post employment benefit obligation
Change in accrued interest

3,315
(17,000)
(124,409)

Governmental funds report the face amount of loans issued as
financial resources when debt is first issued, whereas these
amounts are eliminated in the statement of activities and
recognized as long-term liabilities in the statement of net assets,
Change in net assets of governmental activities

(5,896,567)

$ (6,066,120)

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF NET ASSETS - PROPRIETARY FUND
SEPTEMBER 30, 2011
Business-Type Activities
Enterprise Fund
Water Utility
ASSETS
Current assets:
Cash
Investments
Accounts receivable
Prepaid expenses
Restricted cash
Total current assets

$

Noncurrent assets:
Capital assets:
Construction in progress
Infrastructure
Machinery and equipment
Less accumulated depreciation
Total capital assets, net of accumulated depreciation
Total noncurrent assets

584,083
954,381
103,883
23
50,069
1,692,439

813,667
1,703,851
681,926
(1,896,341)
1,303,103
1,303,103
2,995,542

Total assets
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities
Due to other funds
Compensated absences
Total current liabilities
Noncurrent liabilities:
Loan payable
Compensated absences
Total noncurrent liabilities

59,976
689,861
4,762
754,599
50,000
27,227
77,227
831,826

Total liabilities

NET ASSETS
I nvested in capital assets
Unrestricted

1,303,103
860,613

$ 2,163,716

Total net assets

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
NET ASSETS - PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED SEPTEMER 30, 2011
Business-Type Activities
Enterprise Fund
Water Utility
OPERATING REVENUES
Charges for services
Total operating revenues
OPERATING EXPENSES
Salaries and benefits
Operating
Repairs and maintenance
Depreciation and amortization
Total operating expense
Operating income
NON OPERATING REVENUES (EXPENSES)
Interest revenue
Miscellaneous revenue
Total non operating revenue (expenses)
Change in net assets
Total net assets - beginning
Total net assets - ending

$ 1,092,676
1,092,676

493,772
196,695
118,073
50,211
858,751
233,925

5,428
51,535
56,963
290,888
1,872,828

$ 2,163,716

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2011

Business-Type Activities
Enterprise Fund
Water Utility
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to employees
Payments to suppliers of goods and services
Net cash provided by operating activities

$ 1,054,321
(482,853)
21,070
592,538

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Miscellaneous revenue
Net cash provided by noncapital financing activities

51,535
51,535

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Purchases of capital assets
Proceeds from long term debt
Net cash (used) by capital and related
financing activities

(200,231)
50,000
(150,231 )

CASH FLOWS FROM INVESTING ACTIVITIES
Interest earnings
Net cash (used) by investing activities

5,428
5,428

Net (decrease) in cash and cash equivalents

499,270

Cash and cash equivalents - October 1
Cash and cash equivalents - September 30
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by Operating Activities:
Depreciation and amortization
Gain on investments
(Increase) decrease in accounts receivable
(Increase) decrease in prepaids
Increase (decrease) in accounts payable
Increase (decrease) in due to other funds
Increase (decrease) in compensated absences
Total adjustments
Net cash provided by operating activities
NONCASH INVESTING, CAPITAL OR FINANCING ITEM:
Unrealized gain on investment activities

134,882

$

634,152

$

233,925

$

50,211
(5,358)
(32,997)
8,646
55,038
272,154
10,919
358,613
592,538

$

34,245

See notes to the financial statements
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TOWN OF HILLSBORO BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
NOTE 1 - NATURE OF ORGANIZATION AND REPORTING ENTITY
The Town of Hillsboro Beach, Florida (the ''Town'') was incorporated in 1939, under the provisions olthe State
of Florida. The Town is governed by an elected Mayor, Vice Mayor, and Town Commission which appoints a
Town Clerk. The Town provides the following services to its residents: public safety, sanitation, road and street
facilities, parks, planning and zoning, general administrative services, and water utility. The Town
Commission, (Commission) is responsible for legislative and fiscal control of the Town.
The financial statements were prepared in accordance with Governmental Accounting Standards Board
("GASB") Statement 14, and Statement 39, an arnendment of GASB Statement 14. Under the provisions of
those standards, the financial reporting entity consists of the primary government, organizations for which the
Town Commission is considered to be financially accountable and other organizations for which the nature
and significance of their relationship with the Town are such that, if excluded, the financial statements of the
Town would be considered incomplete or misleading. There are no entities considered to be component units
of the Town; therefore, the financial statements include only the operations of the Town.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Government-Wide and Fund Financial Statements
The basic financial statements include both government-wide and fund financial statements.
The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the non-fiduciary activities of the Town. For the most part, the effect of inter-fund
activity has been removed from these statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.
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 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. Other items not included among program revenues are reported instead as general revenues.
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, as are the proprietary fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless olthe 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 revenue as soon as all eligibility requirements imposed by the provider have been
met.
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 avaifable when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures as well as expenditures related to compensated absences and claims and judgments are
recorded only when payment is due.

16

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued)
Property Taxes
Property taxes are ad valorem and levied each November 1 on property as of the previous January 1. The
Broward County, Florida Tax Collector's Office bills and collects ad valorem taxes on behalf of the Town. The
ad valorem tax rate for fiscal year ended September 30, 2011 was $2.96 per $1,000 of assessed taxable
property value. Ad valorem taxes are due for payment on March 31 and become delinquent April 1. Tax
certificates are sold to satisfy liens on delinquent assessments in July. Property taxes relating to the current
budget and collected within 60 days after the year end of the budget period are recognized as revenue.
In the governmental funds, property taxes, franchise fees, licenses and permits, and interest associated with
the current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. The portion of receivables due within the current fiscal period is
considered to be susceptible to accrual as revenue for the current period. All other revenue items are
considered to be measurable and available only when cash is received by the Town. In the government-wide
financial statements property taxes are recorded when assessed and levied.
The Town reports the following major governmental fund:
General Fund
The General Fund is the general operating fund of the Town. It is used to account for all financial resources
except those required to be accounted for in another fund.
The Town reports the following major proprietary fund:
Water Fund
This enterprise fund is used to account for the operations of the water utility services within the Town. The
costs of providing services to the residents are recovered primarily through user charges.
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those
standards do not conflict or contradict guidance of the Governmental Accounting Standards Board.
Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to the same limitation. The Town has elected not to apply subsequent
private-sector guidance.
Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. The principal operating revenues of the Town's enterprise
fund are charges to customers for sales and services. Operating expenses ofthe enterprise fund include the
cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.
As a general rule, the effect of inter-fund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payrnents-in-lieu of taxes and other charges between the
Town's various utility functions and various other functions of the Town. Elimination of these charges would
distort the direct costs and program revenues reported for the various functions concerned.
When both restricted and unrestricted resources are available for use, it is the government's policy to use
restricted resources first for qualifying expenditures, then unrestricted resources as they are needed.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets or Equity
Deposits and Investments
The Town considers cash on hand, demand deposits, and all other short-term investments that are highly
liquid as cash equivalents. Highly liquid short-term investments are those readily convertible to a known
amount of cash, and at the day of purchase, have a maturity date no longer than three months.
The Town has elected to proceed under the Alternative Investment Guidelines as set forth in Section 218.415
(17) Florida Statutes. The Town may invest any surplus public funds in the following:
a) The Local Government Surplus Trust Funds, or any intergovernmental investment pool authorized
pursuant to the Florida Inter-local Cooperation Act;
b) Securities and Exchange Commission registered money market funds with the highest credit quality
rating from a nationally recognized rating agency;
c) Interest bearing time deposits or savings accounts in qualified public depositories;
d) Direct obligations of the U.S. Treasury.
Securities listed in paragraph c and d shall be invested to provide sufficient liquidity to pay obligations as they
come due.
The Town records all interest revenue related to investment activities in the respective funds and reports
investments at fair value.
Inventories and Prepaid Items
Inventories of governmental funds are recorded as expenditures when consumed rather than when
purchased.
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and fund financial statements.
Receivables and Payables
During the course of operations, transactions occur between individual funds. Any residual balances
outstanding between governmental activities and business-type activities for internal borrowing are reported in
the government-wide financial statements as "internal balances".
Accounts and property tax receivables are shown net of an allowance for uncollectible balances. These
receivables will be recognized as revenue if they are collected within 60 days of the year end, otherwise they
will be deferred at the fund level.
Capital Assets
Capital assets, which include property, plant and equipment, and infrastructure assets, are reported in the
applicable governmental or business-type activities columns in the government-wide financial statements.
Capital assets are defined by the Town as assets with an estimated useful life in excess of one year and a
cost greater than $1,000. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets or Equity (Continued)
Capital Assets (Continued)
Property, plant and equipment of the Town are depreciated using the straight-line method over the following
estimated useful lives:
Years
Buildings

10-50

Machinery and equipment

5 -10

Transportation equipment

3 -10

Improvements other than building

5 -10

In the governmental fund financial statements, amounts incurred for the acquisition of capital assets are
reported as fund expenditures. Depreciation expense is not reported in the governmental fund financial
statements.
Deferred Revenue
Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in connection with resources that have been received, but not yet earned.
Compensated Absences
Sick and vacation time is granted to employees of the Town for use of vacation, illness or other personal
business. Accumulated unpaid personal time off is accrued when incurred in the government-wide and
proprietary fund financial statements. A liability for those amounts is reported in governmental funds only if
they have matured, as a result of employee resignation or retirement Liability for accrued compensated
absences of the governmental activities is not reported in the balance sheet of the governmental funds and,
accordingly, represents a reconCiling item between the fund and government-wide presentations. Payments
are generally paid out of the general fund.
Long-Term Obligations
In the government-wide financial statements and the proprietary fund financial statements long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities, business-type
activities, or proprietary fund statement of net assets.
Fund Equity/Net Assets
In the fund financial statements, governmental funds report non spendable and restricted fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Assignments of fund balance represent tentative management plans that are subject to change.
Under GASB 54, Fund Ba/ance Reporting and Governmental Fund Type Definitions, fund balances are
required to be reported according to the following classifications:
Nonspendable fund balance - Amounts that are (a) not in spendable form or (b) legally or contractually
required to be maintained intact. "Not in spendable form" includes items that are not expected to be
converted to cash (such as inventories and prepaid amounts) and items such as long-term amount of loans
and notes receivable, as well as property acquired for resale. The corpus (or principal) of a permanent
fund is an example of an amount that is legally or contractually required to be maintained intact.
Restricted fund balance - Amounts that can be spent only for specific purposes stipulated by (a) external
resource providers such as creditors (by debt covenants), grantors, contributors, or laws or regulations of
other governments; or (b) imposed by law through constitutional provisions or enabling legislation.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets or Equitv (Continued)
Fund Equity/Net Assets (Continued)
Committed fund balance - Amounts that can be used only for the specific purposes determined by a formal
action (resolution) of the Town Commission. Commitments may be changed or lifted only by the Town
Commission taking the same formal action (resolution) that imposed the constraint originally. Resources
accumulated pursuant to stabilization arrangements sometimes are reported in this category.
Assigned fund balance -Includes spendable fund balance amounts established by the Town Commission
that are intended to be used for specific purposes that are neither considered restricted nor committed.
Unassigned fund balance - Unassigned fund balance is the residual classification for the general fund.
This classification represents fund balance that has not been assigned to other funds and that has not
been restricted, committed, or assigned to specific purposes within the general fund. Unassigned fund
balance may also include negative balances for any governmental fund if expenditures exceed amounts
restricted, committed, or assigned for those specific purposes.
The Town first uses committed fund balance, followed by assigned fund balance and then unassigned fund
balance when expenditures are incurred for purposes for which amounts in any of the unrestricted fund
balance classifications could be used.
Net assets in the government-wide financial statements are categorized as invested in capital assets, net of
related debt, restricted or unrestricted. Invested in capital assets, net of related debt represents net assets
related to infrastructure and property, plant and equipment, net of any related debt. Restricted net assets
represent the assets restricted by the District's Bond covenants or other contractual restrictions.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles 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
amounts of revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

NOTE 3 - BUDGETARY INFORMATION
The Town is required to establish a budgetary system and an approved Annual Budget. Annual Budgets are
adopted on a basis consistent with generally accepted accounting principles for the general fund. All annual
appropriations lapse at fiscal year end.
The Town follows these procedures in establish'lng the budgetary data reflected in the financial statements.
a)
b)
c)
d)
e)
f)

Each year the Town Clerk submits to the Town Commission a proposed operating budget for the fiscal
year commencing the following October 1.
Public hearings are conducted to obtain comments.
Prior to October 1, the budget is legally adopted by the Town Commission.
All budget changes must be approved by the Town Commission.
The budgets are adopted on a basis consistent with generally accepted accounting principles.
Unused appropriation for annually budgeted funds lapse at the end of the year.
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NOTE 4 - DEPOSITS AND INVESTMENTS

Deposits
The Town's cash balances were entirely covered by federal depository insurance or by a collateral pool
pledged to the State Treasurer. Florida Statutes Chapter 280, "Florida Security for Public Deposits Act",
requires all qualified depositories to deposit with the Treasurer or another banking institution eligible collateral
equal to various percentages of the average daily balance for each month of all public deposits in excess of
any applicable deposit insurance held. The percentage of eligible collateral (generally, U.S. Governmental and
agency securities, state or local government debt, or corporate bonds) to public deposits is dependent upon
the depository's financial history and its compliance with Chapter 280. In the event of a failure of a qualified
public depository, the remaining public depositories would be responsible for covering any resulting losses.
Investments
The Town's investments were held as follows at September 30, 2011:
Governmental Activities
Investment in Local Government Surplus Funds
Trust Fund (Florida PRIME)
Investment in Fund B Surplus Funds Trust Fund
Business-Type Activities
Investment in Local Government Surplus Funds
Trust Fund (Florida PRIME)
Investment in Fund B Surplus Funds Trust Fund

Fair Value

Credit Risk

Maturities

$

262,289
52,366
314,655

S&PAAAm
Not rated

*
*

$

936,480
17,901
954,381

S&PAAAm
Not rated

*
*

$

* The State Board of Administration's Local Government Surplus Funds Trust Fund Investment Pool ("Pool")
was restructured on December 4, 2007 into two separate pools. Pool A consisted of all money market
appropriate assets, which was approximately 86% of Pool assets. Pool B consisted of assets that have either
defaulted on a payment, paid more slowly than expected, and/or had any significant credit and liquidity risk,
which was approximately 14% of Pool assets. At the time of the restructuring, all current pool participants had
their existing balances proportionately allocated into Pool A and Pool B and certain restrictions were
implemented. On December 21, 2007, Standard and Poor's Ratings Services assigned its "AAAm" principal
stability fund rating to Pool Fund A. Pool Fund B is not rated by any nationally recognized statistical rating
agency. Pool A has been subsequently renamed as Florida PRIME and Pool B has subsequently been
renamed as Fund B Surplus Funds Trust Fund ("Fund B"). The pool reports monthly and quarterly to its
trustees.
There are two options for accounting and reporting for money market investment pools either "2a-7 like" or
fluctuating net asset value ("NAV"). "2a-7 like" pool is an external investment pool that is not registered with
the Securities and Exchange Commission ("SEC") as an investment company, but nevertheless has a policy
that it will, and does, operate in a manner consistent with the SEC's Rule2a-7 of the Investment Company Act
of 1940, which comprises the rules governing money market funds. Thus, the pool operates essentially as a
money marketfund. Rule 2a-7 is the rule that allows money marketfunds to use amortized coslto maintain a
constant NAVof $1.00 per share, provided that such funds meet certain conditions. The Local Government
Surplus Funds Trust Fund Investment Pool (Florida PRIME) is considered a 2a7-like fund and the Town has
reported its investment in Florida PRIME althe same value as the pooled shares allocated to the Town. The
estimated weighted average maturity ofthe Florida PRIME portfolio is 38 days. Fund B is accounted for as a
fluctuating NAV pool and the fair value factor for September 30,2011 was. 7568386. The Town has multiplied
its account balance by the factor to determine the investment balance to be reported. The NAV balance in
Fund B was $70,267 for a net unrealized loss of approximately ($22,576). Due to the nature of the securities
in Fund B, the weighted average maturity is not available. The weighted average life ofthe fund is estimated at
4.82 years. Additional information regarding the Local Government Surplus Funds Trust Fund may be
obtained from the State Board of Administration.
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NOTE 4 - DEPOSITS AND INVESTMENTS

Investments (Continued)
Custodial risk - For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Town will not be able to recover the value of the investments or collateral securities that are
in the possession of an outside party. The Town has no formal policy for custodial risk. The investments
above are not evidenced by securities that exist in physical or book entry form.

Credit risk - For investments, credit risk is generally the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Investment ratings by investment type are included in the preceding
summary of investments.
Concentration risk - The Town places no limit on the amount the Town may invest in anyone issuer.
Interest rate risk- The Town does not have a formal policy that limits investment maturities as a means of
managing exposure to fair value losses arising from increasing interest rates.
NOTE 5 -INTERFUND RECEIVABLES AND PAYABLES

The composition of inter-fund receivables and payables at September 30, 2011 was as follows:
Fund
General
Water
Total

Receivable
$
689,861

$

$

$

689,861

Payable
689,861
689,861

The outstanding balance between funds represents salaries payable owed to the general fund.
NOTE 6 - ACCOUNTS RECEIVABLE

Receivables at September 30,2011, for the Town's major fund accounts are as follows:
General
Water
Total
Intergovernmental
$ 31,379 $
$ 31,379
Property taxes
17,150
17,150
Franchise fee
40,678
40,678
Other receivables
23,561
44,379
20,818
Customer accounts receivable
63,783
112,842
176,625
173,808
136,403
310,211
Less: Allowance for uncollectible accounts
(37,914)
(32,520)
(70,434)
$ 135,894 $ 103,883 $239,777
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NOTE 7 - CAPITAL ASSETS
Capital asset activity for the fiscal year ended September 30, 2011 was as follows:
Beginning
Balance
Governmental activities
Capital assets, not being depreCiated
Land
Total capital assets, not being depreciated
Capital assets, being depreciated
Buildings
Transportation equipment
Machinery and equipment
Improvements other than buildings
Total capital assets, being depreciated
Less accumulated depreciation for:
Buildings
Transportation equipment
Machinery and equipment
Improvements other than buildings
Total accumulated depreciation
Total capital assets, being depreciated, net
Governmental activities capital assets, net

$

30,000
30,000

1,811,823
44,217
733,863
174,561
2,764,464

Additions

$

Ending
Balance

Reductions

$

$

91,569
91,569

(35,086)

30,000
30,000

11,500
38,774
10,527
60,801

1,811,823
32,717
786,658
164,034
2,795,232

(445,730)
(32,717)
(582,012)
(76,350)
(1,136,809)

(432,116)
(44,217)
(543,741)
(42,117)
(1,062,191)

(90,757)
(14,272)
(140,115)

(21,472)
(11,500)
(52,486)
19,961
(65,497)

1,702,273

(48,546)

(4,696)

1,658,423

$ 1,732,273

$ (48,546)

(4,696)

$1,688,423

$

Depreciation is allocated as follows:
General government
Public safety

$

22,418

$ 117,697
$ 140,115
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NOTE 7 - CAPITAL ASSETS (Continued)

Beginning
Balance
Business-type Activities
Capital assets, not being depreciated
Construction in progress
Total capital assets, not being depreciated

Additions

Ending
Balance

Reductions

698,694
698,694

$ 114,973
114,973

Capital assets, being depreciated
Infrastruture
Machinery and equipment
Total capital assets, being depreciated

1,703,851
596,669
2,300,520

85,257
85,257

1,703,851
681,926
2,385,777

Less accumulated depreciation for:
Infrastruture
Machinery and equipment
Total accumulated depreciation

(1,466,515)
(379,615)
(1,846,130)

(8,092)
(42,119)
(50,211 )

(1,474,607)
(421,734)
(1,896,341)

$

Total capital assets, being depreciated, net
Business-type activities capital assets, net

454,390

35,046

$1,153,084

$ 150,019

$ 813,667
813,667

$

489,436
$

$1,303,103

NOTE 8 - LONG-TERM LIABILITIES

Changes in long-term liability activity for the fiscal year ended September 30, 2011 were as follows:
Beginning
Balance
(Restated)
Governmental activities
Beach loan
Compensated absences

$
371,489
371,489

$

Additions
$ 5,896,567
111,358
$ 6,007,925

Beginning
Balance
Business-type activities
Water plant loan
Compensated absences

$
$

Additions
$

21,070
21,070

$

50,000
12,801
62,801

Ending
Balance

Reductions

$
$

114,673
114,673

$ 5,896,567
368,174
$ 6,264,741

$ 482,368

Ending
Balance

Due in less
than one
year

Reductions

$
$

$
1,882
1,882

Due in less
than one
year

$

50,000
31,989
81,989

$

482,368

$
$

4,762
4,762
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NOTE 8 - LONG-TERM LIABILITIES (Continued)
Water Plant Loan Agreement
On December 30,2010, the Town entered into a draw down loan facility agreement with a bank in the principal
amount of $5,200,000 for the purpose of constructing certain improvements to the Town's potable water
system. The debt is expected to be repaid over a period of approximately 20 years and bears variable interest
of 62.5% of the daily LlBOR rate plus 1.47%. Accrued interest is payable on a monthly basis beginning
January 31,2011, and the Town will pay the bank installments of principal and interest on the last day of each
month beginning December 31, 2013, based on the outstanding principal balance divided by 204. The entire
loan is repayable in full on December 30, 2030. The loan is secured by the pledged revenues of the water fund
which are defined as the gross revenues minus the operating expenses. The Town is also subjected to certain
covenants and is mandated to establish water rates going forward so that each fiscal year they will provide
pledged revenues which are at least 115% of the principal and interest coming due on the note in such fiscal
year. As of September 30, 2011, the Town has drawn down $50,000 on this facility.

Beach Renourishment Promissory Note
On January 19, 2011, the Town entered into a promissory note agreement with a bank in the amount of
$5,896,567 with interest payable at 3.02%. The note is repayable over a 10 year period and will be funded
through non-ad valorem special assessments levied upon those lots that directly benefit from the project. The
purpose of the debt is to provide capital expenditures related to the renourishment to the beachfront areas of
the Town. The Town will make equal annual payments of principal and interest in the amount of $695,962 due
on April 1, 2012 and on the first day of April thereafter, and is payable in full on April 1, 2021. The loan is
secured by the pledged revenues received by the Town from the imposition and collection of the special
assessments.
At September 30, 2011, the scheduled debt service requirements on the note payable were as follows:

2012
2013
2014
2015
2016-2020
2021

Principal
$ 482,368
532,453
548,533
565,099
3,092,029
676,085
$ 5,896,567

Interest
$ 213,594
163,509
147,429
130,863
387,781
20,418
$ 1,063,594

Total
$ 695,962
695,962
695,962
695,962
3,479,810
696,503
$ 6,960,161

NOTE 9 - PRIOR PERIOD ADJUSTMENT
Net assets in the government-wide financial statements were reduced by an amount of $62,910, which was
the result of an understatement in compensated absences in a previous year. The restatement does not
affect the fund level balances.

NOTE 10 - RETIREMENT PLAN
Plan Description
The Town contributes to the Florida Retirement System (FRS), a cost-sharing multiple-employer defined
benefit pension plan. FRS was created by the Florida Legislature and is administered by the State of Florida,
Department of Administration, Division of Retirement. FRS provides retirement, disability or death benefits for
retirees or their deSignated beneficiaries. All retirement legislation must comply with Article X, Section 14 of
the State of Constitution and Park VII, Chapter 112, Florida Statutes. Both of these provisions require that any
increase in retirement benefits must be funded concurrently on an actuarially sound basis.
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NOTE 10 - RETIREMENT PLAN (Continued)
Plan Description (Continued)
Normal retirement age in the regular, senior management service and elected officers' classes is 62. In the
special risk service class, normal retirement age is 55. If a member is vested but has not reached normal
retirement age, early retirement can be taken. The amount of the benefit will be reduced 5% for each year the
retirement date preceded normal retirement age.
In addition, eligible FRS members can electto participate in the Deferred Retirement Option Program (DROP).
The DROP allows an employee to retire and defer their monthly retirement benefit to an interest-bearing
account, for up to a maximum of 60 months, and to continue employment with the Town. When the DROP
period ends, the employee must terminate employment. At that time, the employee will receive payment of
the accumulated DROP benefits, and direct receipt, thereafter, of the FRS monthly retirement benefit.
FRS issues a publicly available financial report that includes a statement of financial condition, investment
objectives and policy, an actuarial report, historical and statistical information on active members, annuitants,
and benefit payments, as well as a description of the retirement plan. That report may be obtained by writing to
the Division of Retirement, 1317 Winewood Blvd., Bldg 8, Tallahassee, Florida 32399-1560, or by calling (850)
488-2784.

Funding Policy
Participating employers are required to make contributions based upon statewide contribution rates.
Contributions to the FRS are made by the Town as a percentage of covered payroll. The contribution rates by
job class for the Town's regular employees at September 30, 2011; was 4.91 %. The rate for its special risk
employees was 14.10%. It should also be noted that beginning July 1, 2011 all employees were required to
contribute 3% to the Plan. The Town's contributions to FRS for the fiscal years ended September 30, 2011,
2010 and 2009 were $268,362, $294,489 and $289,213, respectively, equal to the required contributions for
each year.
NOTE 11- POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS
Plan Description: Pursuant to Section 112.0801, Florida Statutes, the Town is required to permit participation
in the health insurance program by retirees and their eligible dependents at a cost to the retiree that is no
greater than the cost at which coverage is available for active employees. A "retiree" is defined under Section
112.0801 as any officer or employee who retires under a state retirement system or a state optional annuity or
retirement program or is placed on disability retirement and who begins receiving retirement benefits
immediately after retirement from employment. Retirees pay 100% of the blended (active and retiree
combined) equivalent premium rates. The blended rates provided an implicit subsidy for retirees because, on
an actuarial basis, their current and future claims are expected to result in higher costs to the plan on average
than those of active employees. The plan is a single employer plan. The Town currently provides a stipend
of $125 to 5 retirees towards the costs of their healthcare. This stipend will cease if the former employees
become re-employed again.
Based on GASB Statement 45 which sets forth the guidelines and a future implementation timetable for
reporting and disclosure of Other Post-Employment Benefits ("OPEB"), the Town had an actuary calculate
future funding requirements during fiscal year 2011. The actuary's estimate, using the projected unit credit
cost method, included other actuarial assumptions as classified below. The Town elected to implement the
provisions of GASB 45 prospectively. The Town has elected to use the alternative measurement method
under GASB 45 since it has fewer than 100 plan members.
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NOTE 11 - POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)
As of September 30, 2011, employee membership data related to the Plan was as follows:
Current retirees:
Under age 65

5

Over age 65

o
5

Total current retirees
Active employees:
Active employees fully eligible for benefits
Active employees not yet fully eligible for benefits
Total active employees
Total number of participants

3
23
26
31

Actuarial Methods and Assumptions
The actuarial valuation of the calculation of OPEB involves estimates of the value of reported amounts and
assumptions about the probability of events in the future. Amounts determined regarding the funded status of
the plan and the annual required contributions of the employer are subject to continual revision as actual
results are compared to past expectations and new estimates are made about the future. The schedule of
funding progress immediately following the notes is designed to provide multi-year trend information to show
whether the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits. However, the Town has not contributed assets to the plan at this time and has
elected to fund the plan on a pay-as-you go method.
Projections of benefits are based on the substantive plan (the plan as understood by the employer and plan
members) and include the types of benefits in force at the valuation date and the pattern of sharing benefit
costs between the Town and the plan members to that point. Actuarial calculations reflect a long-term
perspective and employ methods and assumptions that are designed to reduce short-term volatility in actuarial
accrued liabilities and the actuarial value of assets.
Significant methods and assumptions were as follows:
Actuarial valuation date
Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Aeluarial assumptions:
Investment rate of return
Healthcare cost trend rate(s):
Seleel rates
Ultimate rates

4/1/2011
Projected unit credit
Level-dollar payment
1O-year open period
Unfunded

4%*
Insurance premiums
10% for 2011/2012 graded
to 6.00% for 2019/2020
5% per annum

• Includes infialion at 2.75%

Annual OPEB Cost
The annual OPEB cost is calculated based on the annual required contribution of the employer, an amount
actuarially determined in accordance with GASB Statement No. 45. The annual required contribution
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
to amortize any unfunded actuarial liabilities over a period not to exceed thirty years.
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NOTE 11 - POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)
The annual OPEB cost for the Town for the current year and the related information is as follows:
Required contribution rates:
Employer
Plan members
Annual Required Contribution

Pay-as-you-go
NJA
30,000

$

Interest on net OPEB Obligation
Adjustment to ARC

1,000
(2,000)
29,000

Annual OPEB cost
Interest on Employer Contributions
Contributions made*
Increase in net OPEB obligation
Net OPEB obligation - beginning of year
Net OPEB obligation - end of year

(12,000)
17,000
18,000
35,000

$

*Represents a credit for the implied subsidy

Funded Status and Funding Progress
The funded status of the plan as of April 1, 2011 was as follows:
Actuarial accrued liability
Actuarial value of plan assets
Unfunded actuarial accrued liability (UAAL)
Funded ratio
Covered payroll
UAAL as a percentage of covered payroll

$

176,000

$

176,000

$

1,574,000
11.2%

0%

NOTE 12 - COMMITMENTS
Interlocal Agreement
The Town entered into an interlocal agreement with the City of Deerfeld Beach, Florida to furnish emergency
medical and fire protection services for an annual fee of approximately $827,000, which includes annual
increases based upon the change in the Consumer Price Index through September 30,2011. (See note 15).

NOTE 13 - 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; and natural disasters. The Town has obtained commercial insurance from independent
third parties to mitigate the costs of these risks; coverage may not extend to all situations. Settled claims from
these risks have not exceeded commercial insurance coverage for each of the past three fiscal years.

NOTE 14 - DEFICIT NET ASSETS
The Town has a government-wide net asset deficit of $(1,128,101) as of September 30, 2011. There is no
such deficit reflected in the governmental fund financial statements. The deficit arose due to the issuance of
the beach renourishment loan, the expenditures of which incurred were not subject to capitalization. The loan
will be reduced through special assessments levied upon the Town's residents to service the note payable in
subsequent periods.
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NOTE 15-SUBSEQUENTEVENT
On January 10, 2012 the Town renegotiated its interlocal agreement with the City of Deerfield Beach for fire
and emergency medical services for an annual base fee of $592,540, to be adjusted annually to offset
increased costs based upon further changes to the fees paid to Broward Sheriff's Office (BSO) by the City of
Deerfield Beach pursuant to the BSO contract. The agreement is renewable annually.
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TOWN OF HILLSBORO BEACH, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2011

Budgeted Amounts

REVENUES
Property taxes
Licenses and permits
Utility and franchise fees
Intergovernmental
Fines and forfeitures
Grant revenue
Interest
Miscellaneous
Total revenues

Orignal

Final

Actual
Amounts

$ 3,292,501

$ 3,317,540

$ 3,224,589

110,000
235,000
213,600
20,000
88,000
10,000
18,000
3,987,101

110,000
235,000
213,600
20,000
88,000
10,000
38,000
4,032,140

59,231
237,383
234,705

625,766
3,100,759
372,500
64,476
23,600

559,699
2,998,605
7,035,498
69,098
28,992

4,187,101

EXPENDITURES
Current:
General government
Public safety
Physical environment
Transportation
Building and engineer
Capital outlay
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES
Transfers in
Appropriation of prior year's reserves
Loan proceeds

$

57,793
15,829
81,167
3,910,697

10,691,892

353,109
2,910,437
6,399,608
6,355
37,905
87,459
9,794,873

206,590
88,168
635,890
62,743
(8,913)
(87,459)
897,019

(200,000)

(6,659,752)

(5,884,176)

775,576

200,000

200,000
563,185
5,896,567
6,659,752

(200,000)
(563,185)
5,896,567
5,896,567

$

12,391

Fund balance - beginning
Fund balance - ending

$

(92,951 )
(50,769)
2,383
21,105
(20,000)
(30,207)
5,829
43,167
(121,443)

200,000
Net change in fund balance

Variance
with Final
Budget Positive
(Negative)

(763,185)

$

12,391

1,431,519

$ 1,443,910
See notes to required supplementary information
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TOWN OF HILLSBORO BEACH, FLORIDA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

The Town is required to establish a budgetary system and an approved Annual Budget for the general fund.
The Town's budgeting process is based on estimates of cash receipts and cash expenditures which are
approved by the Commission. The budget approximates a basis consistent with accounting principles
generally accepted in the United States of America (generally accepted accounting principles).
The legal level of budgetary control, the level at which expenditures may not exceed budget, is in the
aggregate. Any budget amendments that increase the aggregate budgeted appropriations must be approved
by the Town Commission. The general fund budget for the fiscal year ended September 30, 2011 was
amended to increase revenues and other financing sources by $6,504,791 and increase appropriations by
$6,504,791. The increase in appropriations and other financing sources is primarily the result ofthe additional
costs incurred related to the beach re-nourishment project and loan proceeds. Actual general fund
expenditures did not exceed appropriations for the fiscal year ended September 30, 2011.
The variance between budgeted and actual general fund revenues for the currentfiscal year is the result of the
over budgeting of property taxes and license fees and permits. The actual general fund expenditures for the
current fiscal year were lower than budgeted amounts due primarily to anticipated costs which were not
incurred in the current fiscal year relating to physical environment.
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TOWN OF HILLSBORO BEACH
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS AND FUNDING PROGRESS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30,2011
(UNAUDITED)

Other Post Employment Benefits
Schedule of Employer Contributions:

Year Ended
September 30
2010
2011

Employer Contributions
Annual
Required
%
Contribution Contributed
$

30,000
30,000

40%
40%

Schedule of Funding Progress:

Actuarial
Valuation
Date
April 1, 2011

Actuarial
Value of
Assets
(1 )
$

Actuarial
Accrued
Liability
(AAL)
(2)
$ 176,000

Unfunded
AAL
(UAAL)
(2)-(1 )
$ 176,000

Funded
Covered
Payroll
Ratio
(1/2)
(3)
0.0% $1,574,000

UAALasa
Percentage
of Covered
Payroll
«2-1)/3)
11.2%

32

Grall &. Associates
CERTIFIED PUBLIC ACCOUNTANTS

2700 North Military Trail. Suite 350
Boca Raton, Florida 33431

(561) 994-9299· (800) 299-4728
Fax (561) 994-5823
www.graucpa.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS
To the Town Commission
Town of Hillsboro Beach, Florida
We have audited the financial statements of the governmental activities, business type activities and each
major fund of the Town of Hillsboro Beach, Florida ("Town") as of and for the fiscal year ended September 30,
2011, which collectively comprise the Town's basic financial statements and have issued our report thereon
dated April 16, 2012. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Town's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Town's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Town's
internal control over financial reporting.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.
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
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.
This report is intended for the information of the management, members olthe Town Commission of the Town
of Hillsboro Beach, Florida 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.

April 16, 2012
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MANAGEMENT LETTER PURSUANT TO THE RULES OF
THE AUDITOR GENERAL FOR THE STATE OF FLORIDA

To the Town Commission
Town of Hillsboro Beach, Florida
We have audited the accompanying basic financial statements of the Town of Hillsboro Beach, Florida (the
"Town") as of and for the fiscal year ended September 30, 2011, and have issued our report thereon dated
Apri l 16, 2012
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and 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.
In addition, we have issued our Report on Internal Control over Financial Reporting and Compliance and Other
Matters dated April 16, 2012. Disclosures in that report should be considered in conjunction with this
management letter.
The purpose of this letter is to comment on those matters described in Rule 10.550 as required by the Rules
of the Auditor General for the State of Florida . Accordingly, in connection with our audit of the financial
statements of the Town, as described in the firs t paragraph, we report the following:
1_ Current year findings and recommendations_
11_ Prior year findings and recommendations_
111_ Compliance with the Provisions of the Auditor General of the State of Florida _
Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its distribution is not
limited. This letter is intended for the information and use of the management, members of the Town
Com mission of the Town of Hillsboro Beach , Florida 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.
We wish to thank the Town of Hillsboro Beach, Florida and the personnel associated with it, for the opportunity
to be of service to them in this endeavor as well as futu re engagements and the courtesies extended to us.

'~4~Ct~
April 16, 20 12
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REPORT TO MANAGEMENT
I. CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None
II. PRIOR YEAR FINDINGS AND CURRENT YEAR STATUS
SIGNIFICANT DEFICIENCIES

Organization structure
Current Status: This matter is resolved and will not be repeated.
Reconcile accounts
Current Status: This matter is resolved and will not be repeated.
Adjusting journal entries
Current Status: This matter is resolved and will not be repeated.
OTHER MATTERS

Develop and distribute employee manual
Current Status: This matter is resolved and will not be repeated.

III. COMPLIANCE WITH THE PROVISIONS OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA

Unless otherwise required to be reported in the auditor's report on compliance and internal controls, the
management letter shall include, but not be limited to the following:
1.

A statement as to whether or not corrective actions have been taken to address significant
findings and recommendations made in the preceding annual financial audit report.
There were no significant findings and recommendations made in the preceding annual financial
audit report for the fiscal year ended September 30, 2010, except as noted above.

2.

A statement as to whether or not the local governmental entity complied with Section 218.415,
Florida Statutes, regarding the investment of public funds.
The Town complied with Section 218.415, Florida Statutes, regarding the investment of public funds.

3.

Any recommendations to improve the local governmental entity's financial management.
There were no such matters discovered by, or that came to the attention of, the auditor, to be
reported for the fiscal year ended September 30, 2011.

4.

Violations of provisions of contracts or grant agreements, or abuse, that have occurred, or are
likely to have occurred, that have an effect on the financial statements that is less than
material but more than inconsequential.
There were no such matters discovered by, or that came to the attention of, the auditor, to be
reported for the fiscal year ended September 30, 2011.
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REPORT TO MANAGEMENT (Continued)

5.

For matters that have an inconsequential effect on the financial statements, considering
both quantitative and qualitative factors, the following may be reported based on professional
judgment:
a.

Violations of provisions of contracts or grant agreements, fraud, illegal acts, or abuse.

b.

Deficiencies in internal control that are not significant deficiencies.

There were no such matters discovered by, or that came to the attention of, the auditor, that, in our
judgment, are required to be reported for the fiscal year ended September 30, 2011.
6.

The name or official title and legal authority of the Town are disclosed in the notes to the financial
statements.

7.

The financial report filed with the Florida Department of Financial Services pursuant to Section
218.32(1 )(a), Florida Statutes agrees with the September 30, 2011.

8.

The Town has not met one or more of the financial emergency conditions described in Section
218.503(1), Florida Statutes.

9.

We applied financial condition assessment procedures pursuant to Rule 10.556(7) and no
deteriorating financial conditions were noted. It is management's responsibility to monitor financial
condition, and our financial condition assessment was based in part on representations made by
management and the review of financial information provided by same.
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