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MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of St. Lucie West Services District, St. Lucie County, Florida's (“District’) provides
a narrative overview of the Disfrict's financial activities for the fiscal year ended September 30, 2012. Please
read it in conjunction with the District's Independent Auditor's Report, basic financial statements,
accompanying notes and supplementary information fo the basic financial statements themselves.

FINANGIAL HIGHLIGHTS

* The assets of the District exceeded its liabilities at the close of the most recent fiscal year resulting in
a net asset balance of $44,813,118.

» The change in the District's total net assets in comparison with the prior fiscal year was $1,041,788,
anincrease. The key components of the District's net assets and change in net assets are reflected
in the table in the government-wide financial analysis section.

+ At September 30, 2012, the District's governmental funds reported combined ending fund balances of
$6,373,242 a decrease of ($736,944) in comparison with the prior year. The majority of the fund
balance is restricted for debt service and capital projects, a portion is assigned for renewal and
replacement and non-spendable for prepaid items, and the remainder is unassigned fund balance
which is available for spending at the District's discretion.

OVERVIEW OF FINANCIAL STATEMENTS

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

Government-Wide Financial Statements

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

The statement of net assets presents information on ail the District'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 District is improving or deteriorating.

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.

Both of the government-wide financial statements distinguish functions of the District that are principally
supported by assessments (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 District include general (management), and physical environment. The business-type activities
of the District include the Utility (water and sewer) operation.



QVERVIEW OF FINANCIAL STATEMENTS (Continued)

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The District, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-reiated legal requirements. The District has
two fund categories: governmental 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 District'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 activiies in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the District’'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 District maintains four governmental funds for external reporting. Information is presented separately in
the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general, water management 2010 debt service, and water management
2010 capital projects funds, all of which are considered to be major funds; and the Cascades 2010 debt
service fund which is considered to be a non-major fund.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison schedule has
been provided for the general fund to demonstrate compliance with the budget.

The District also adopts an annual operating budget for the utility fund.

Proprietary Fund

The District maintains one fype 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 District
uses an enterprise fund to account for the cperations of the water and sewer utilify services within the District.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detaii.

Notes to the Financial Statements

The notes provide additicnal information that is essential to a full understanding of .the data pravided 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 District, assets exceeded liabilities at the close of the most recent fiscal year.

Key components of the District's net assets are reflected in the foliowing table;

NET ASSETS
SEPTEMBER 30,
Governmental activities Business-type activities Total
2012 2011 2012 2011 2012 2011
Cunent and other assets $ 5,220,594 $ 4330472 § 2528788 $ 2008434 § 7,749,382 $ 6,428,906
Restricted assels 1,773,501 3,082,534 15,863,493 16,608,581 17,636,994 20,191,115
Capital assets, net of depreciation 44,231,424 43,640,162 30,560,909 31,501,431 74,792,330 75,141,503
Total assets 51,225,516 51,553,168 48,953,190 50,208,446 100,178,706 101,761,614
Curent liabilities 596,902 786,523 963,856 1,428,013 1,560,758 2,214,536
Long-term liabilities 18,736,365 19,814,640 34,968,465 35,861,108 53,704,830 55,675,748
Total liabilities 19,333,267 20,601,163 35,932,321 37,289,121 55,265 588 57,890,284
Net assets
Invested in capital assets,
net of related debt 26,729,946 27,080,373 (3,661,458) (3,219,460) 23,068,488 23,830,913
Restricted 914,903 901,984 14,133,215 14,848,131 15,048,118 15,760,115
Unrestricted 4,247,400 2,999,648 2,549,112 1,290,654 6,796,512 4,290,302
Total net assets $ 31,802249 § 30,952,005 $ 13,020,869 $ 12919325 § 44,913,118 $ 43,871,330

The District'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 stiil outstanding. These assets are
used to provide services fo residents; consequently, these assets are not available for future spending.
Although the District's investment in 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 liabilitles.

The restricted portion represents funds set aside for bond covenants, capital projects and for renewal and

replacement projects. Restrictions are made by enabling legislation for future capital renewal and replacement
and expansion.

The results of this year's operations for the Disirict as a whole are reported in the statement of activities. The

net assets of the District's governmental activities increased $940,244 andthe net assets of the business-type
activities increased $101,544 in comparison with the prior year.

Governmental activities
As noted below, and in the statement of activities, the cost of all governmental activities during the fisca! year
ended September 30, 2012 was $ 4,891,431, As in the prior year, the majority of the costs of the Districts

governmental activiies were paid by program revenues. Program revenues consisted primarily of
assessments for the current and prior year.

Business-type activities

Business-type activities reflect the operations of the water and sewer facilities within the District. The cost of

operations is covered primarily by charges to customers. Expenses increased from the prior fiscal year mainly
due to current year refunding activities.



GOVERNMENT-WIDE FINANGCIAL ANALYSIS (Continued)

Key elements of the change in the District's net assets are reflected in the following table:

CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30,

Govarnmental activities Business-type activities Total
2012 2011 2012 2011 2012 2011
Revenues;
Program revenues:
Charges for services $ 5149405 § 57320172 $ B,661,063 % 8615915 § 13810468 § 13,936,087
Capital grants and contributions 642,830 - - - 642,930 -
General revenues:
Investment earnings 1,677 8,597 6,401 34,478 8,078 43,075
Other 37,663 19,278 57,399 20,789 95,062 40,067
Loss on sale of assets - - - (84,888) - {84,888)
Total revenues 5,831,675 5,348,047 8,724 863 8,586,294 14,556,538 13,934,341
Expenses:
Governmental activities:
General government 1,031,171 219,510 - - 1,031,171 919,510
Physical environment 2,498,789 2,653,795 - - 2,498,789 2,653,795
Interest 1,361,471 1,402,199 - - 1,361 471 1,402,199
Business - type activities:
Water and sewer utilities - - 7,404,069 5,802,246 7,404,069 5,802,246
Interest - - 1,219,250 2,109,853 1,219,250 2,109,953
Total expenses 4,891,431 4,975,504 8,623,319 7,912,199 13,514,750 12,887,703
Change in net assets 040,244 372,543 101,544 674,095 1,041,768 1,046,638
Net assets, beginning 30,952,005 30,579,462 12,919,325 12,245,230 43,871,330 42,824,692
Net assets, ending $ 31,802,249 $ 30,952,005 § 13,020,869 § 12919325 § 44913118 § 43,871,330

GENERAL FUND BUDGETING HIGHLIGHTS

An operating budget was adopted and maintained by the governing board for the District 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 Board of Supervisors. The general fund budget
for the fiscal year ended September 30, 2012 was amended to increase revenues by $694,401 and decrease
appropriations by $200,438. The increase in revenues is primarily the result of grant revenue received and the
decrease in appropriations is primarily due to originally budgeted costs which were not incurred. Actual generall
fund expenditures did not exceed appropriations for the fiscal year ended September 30, 2012.

The variance between budgeted and actual general fund revenues for the current fiscal year was not
considered significant. The actual general fund expenditures for the current fiscal year were lower than
budgeted amounts primarily to anticipated costs which were not incurred.



CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At September 30, 2012, the District had $65,021,821 invested in construction in progress, infrastructure,
buildings and eguipment and furniture, for its governmental activities. In the government-wide financial
statements depreciation of $20,720,400 has been taken, which resulted in a net book value of $44,231,421.
The District's business-type activities reported net capital assets of $30,560,809. More detailed information
about the District's capital assets is presented in the notes of the financial statements.

Capital Debt

At September 30, 2012, the District had $21,690,000 Bonds outstanding for its governmentat activities. For
business-type activities, the District had Bonds outstanding of $35,445,000. More detailed information about
the District's capital debt is presented in the notes of the financial statements.

ECONOMIC FACTORS AND NEXT YEARS BUDGETS AND OTHER EVENTS

The District anticipates positive account activity trends and the recent refunding of Bonds have placed the
District in a better financial position. The District staffs through efficient budgeting and innovative cost saving
measures have enabled the District to keep rates the same for the past two fiscal years. The budget for fiscal
year 2013 continues with the five year forecasting of the District' s financial needs. The District anticipates that
the general operations will remain fairly constant. For the utility operations, the number of ERU’s is expected
to remain the same in the fiscal year 2013. With no rate adjustment budgeted, the District expects revenues
in most categories to remain the same per year for each of the next five years.

The District has a five year Capital Improvement Plan and additional revenues are needed to fund these
projects through the District's utility system. The Districtis in the process of completing a Revenue Sufficiency
Analysis to aid in the adoption of rate increases in the upcoming years.

Subsequent to September 30, 2012, the District issued $19,025,000 Water Management Benefit Special
Assessment Refunding Bonds, Series 2013 and $5,470,000 Utility Revenue Bonds, Series 2013.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, land owners, customers, investors and creditors with a
general overview of the District's finances and to demonstrate the District's accountability for the financial
resources it manages and the stewardship of the facilities it maintains. If you have questions about this report
or need additional financial information, contact the St. Lucie West Services Distric's management services at
Special District Services, Inc., 2501A Burns Road, Palm Beach Gardens, Florida 33410.



ST. LUCIE WEST SERVICES DISTRICT

ST. LUCIE COUNTY, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2012

ASSETS
Cash and cash equivalents
Resfricted assets:
Cash and c¢ash equivalents
Investments
Accounts receivable, net
Assessments receivable
Due from other governmental units
Internal balances
Prepaid items
Other current assets
Deferred charges
Capital assets:
Nondepreciable
Depreciable, net
Total assets

LIABILITIES
Accounts payable and accrued expenses
Accrued interest payable
Customer deposits
Noncurrent liabilities:

Due within one year

Due in more than one year

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:

Debt service

Capital projects

Renewal and replacement
Unrestricted

Total net assets

See notes to the financial statements

Governmental Business-type
Activities Activities Total
$ 2,353,982 § 1,759,104 $ 4,113,098
5,827 15,863,493 15,869,320
1,767,674 - 1,767,674
- 1,191,934 1,191,934
27,422 - 27,422
266,616 - 266,616
1,367,715 (1,367,715) -
59,568 207,884 267,452
- 4,735 4,735
1,145,281 732,846 1,878,127
1,922,080 1,971,206 3,893,288
42,309,341 28,589,703 70,899,044
51,225,516 48,853,190 100,178,706
122,191 163,578 285,769
387,946 632,965 1,020,911
86,765 167,313 254,078
1,370,000 830,000 2,300,000
17,366,365 34,038,465 51,404,830
19,333,267 35,932,321 55,285,588
26,729,946 (3,661,458) 23,068,488
914,903 7,325,921 8,240,824
- 5477,317 5,477,317
- 1,329,977 1,329,977
4,247,400 2,549,112 8,796,512
$ 31,892,249 $ 13,020,869 $44,913,118




ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

Program Net {(Expense) Revenue and
Revenues Changes in Net Assets
Charges for  Capital Grants and  Governmental  Business-lype
Functions/Programs Expenses Services Contributions Activities Activities Total
Primary government;
Governmental activities:
General government $ 1,031,171 % 1,031,171 % - 3 - $ - $ -
Maintenance and operations 2,498,789 1,775,499 642,930 (80,360) - (80,360)
Interest on long-term debt 1,361,471 2342735 - 981,264 - 981,264
Total governmental activities 4,891,431 5,149 405 642 930 900,904 900,904
Business-type activities:

Water and sewer utilities 7,404,069 7,441,813 - - 37,744 37,744
Interest on long-term debt 1,219,250 1,219,250 - - - -
Total business-type activities 8623319 8,661,063 - - 37,744 37,744
Total 13,514,750 13,810,468 642,930 900,904 37,744 938,648

General revenues:
investment eamings 1,677 6,401 8,078
Miscellaneous 37,663 57,399 95,062
Loss on sale of assets - - -
Transfers - - -
Total general revenues 39,340 63,800 103,140
Change in net assets 940,244 101,544 1,041,788
Net assets - beginning 30,952 005 _12.919,325 43,871,330
Net assets - ending $ 31892249 § 13020869 _$ 44913118

See notes to the financial statements



ASSETS
Cash and cash equivalents
Assessments receivable
Due from other funds
Due from other governmental units
Prepaid items
Restricted assets:
Cash and cash equivalents
investments
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable and

accrued expenses

Due to other funds

Deposits

Deferred revenue

Total liabilities

Fund balances:
Nonspendable:

Prepaid items
Restricted for;

Debt service

Capital projects
Unassigned

Total fund balances

Total liabilities and fund balances

ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2012
Major Funds Nonmajor
Water Water
Management Management Cascades
2010 2010 2010 Total
Capital Governmental
General Debt Service Projects Debt Service Funds
$ 2353992 % - $ - $ - $ 2,353,992
8,698 17,145 - 1,579 27,422
1,696,307 - - - 1,696,307
266,616 - - - 266,616
59,568 - - - 59,568
5,827 - - - 5,827
- 1,289,275 382,305 86,084 1,767,674
$ 4391008 $ 1316420 § 382305 § 87673 % 6,177,406
$ 42442 § - $ 79749 % - $ 122,191
- 82,149 227,348 19,095 328,502
86,765 - - - 86,765
266,616 - - - 266,616
395,823 82,149 307,097 19,095 804,164
59,568 - - - 59,568
- 1,234,271 - 68,578 1,302,849
- - 75,208 - 75,208
3,935,617 - - - 3,935,617
3,995,185 1,234,271 75,208 68,578 5,373,242
$ 4391008 § 1,316420 § 382,305 § 87673 $ 6,177,406

See notes to the financial statements
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS
TO STATEMENT OF NET ASSETS
SEPTEMBER 30, 2012

Fund balance - governmental funds $ 5,373,242

Amounts reporied 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 65,021,821

Accumulated depreciation {20,790,400) 44 231,421
Assets that are not available to pay for current-period

expenditures are deferred in the fund financial statements. 266,616

Bond issuance costs are not financial resources and, therefore

are not reported as assets in the governmental funds. The
statement of net assets includes these costs, net of amortization.

Bond issuance costs 1,432,873
Accumulated amortization (287,592) 1,145,281

Liabilities not due and payable frem current available resources
are not reported as liabilities in the governmental fund
sfatements. All liabilities, both current and long-term, are
reported in the government-wide financial statements.

Accrued interest payable (387,946)

Bonds payable (21,690,000)

Bond discounts 187,340

Deferred amount on refunding 2,780,686

Compensated absences (14,401) (19,124 311)
Net assets of governmental activities $ 31,892,249

See nofes to the financial statements
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES
Special assessments
Stormwater fees
Investment earnings
Grant revenue
Miscellaneous
Total revenues

EXPENDITURES
Current:
General government
Maintenance and operations
Debt service:
Interest expense
Principal expense
Other costs
Capitai outlay
Total expenditures

Excess (deficiency) of revenues
over (under} expenditures

OTHER FINANCING SCURCES (USES)
Transfers in
Transfers (out)
Total other financing sources (uses)

Net change in fund balances

Fund balances - beginning

Fund balances - ending

GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012
Major Funds Nonmajor
Water
Water Management
Management 2010 Cascades Total
2010 Capital 2010 Governmental
General Debt Service Projects Debt Service Funds

$ 1.082682 § 2144330 $ - $ 198405 § 3425417
1,644,085 - - - 1,644,085

10 875 717 75 1,677

642,930 - - - 842 930
37,663 - - - 37,663
3,407,370 2,145,205 717 168,480 5,751,772
943,495 - - - 943,495
1,169,973 - - - 1,169,873

- 937,223 - 45,155 082,378

- 1,175,000 - 155,000 1,330,000

52,881 - 5,504 58,475

122,697 - 1,881,608 - 2,004,395
2,236,165 2,165,104 1,881,698 205,749 6,488,716
1,171,205 (19,898) (1,880,881) (7,269) (736,944)

- 16,472 - - 16,472

i ; (16,472) - (16472)

- 16,472 (16,472) - -

1,171,205 (3.427) (1,897,453) (7,269) (736,944)
2,823,980 1,237,698 1,972,661 75,847 6,110,186

$ 3995185 $§ 1234271 § 75208 § 68,578 § 5,373,242

See notes to the financial statements
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

Net change in fund balances - total governmental funds $ (736,944)

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

Governmenta! funds report capital outlays as expenditures, however,
the cost of capital assets is eliminated in the statement of activities and
capitalized in the statement of net asssts. 2,003,945

Depreciation of capital assets is not recognized in the governmental fund
statements but is reported as an expense in the statement of activities. (1,405,334)

Revenues in the statement of activities that do not provide current
financial resources are deferred and not reported as revenues in the fund

financial statements, 79,903
Disposal of capital assets do not require the use of current financial resources
and are not reported as expenditures in the funds (7,352)

Amortization of deferred charges is not recognized in the

governmental fund statement, but is reported as an expense in the
statement of activities. (344 ,233)

Repayment of long-term liabilities are reported as expenditures in
the governmental fund statement but such repayments reduce liabilities in
the statement of net assets and are eliminated in the statement of activities.

1,330,000
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.
Change in compensated absences (3,356)
Change in accrued interest 23,615
Change in net assets of governmental activities $ 940,244

See notes to the financial statements



ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
STATEMENT OF NET ASSETS - PROPRIETARY FUND
SEPTEMBER 30, 2012

ASSETS

Cumrent assets:

Unrestricted:
Cash and cash equivalents
Accounts receivable, net of allowance for uncollectibles
Prepaid expenses
Cther

Restricted:
Cash and cash equivalents

Total current assets

Noncurrent assets:
Deferred charges
Capital assets:
Land
Building
Construction in progress
Infrastructure
Equipment and furniture
Less accumulated depreciation
Totai capital assets, net of accumulated depreciation

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable and accrued expenses
Due to other funds
Liabilities payable from restricted assets:
Customer deposits
Current portion of long-term debt
Interest payable
Total current liabilities

Noncurrent liabilities:
Long-term debt
Total noncurrent liabitities

Total liabilities

NET ASSETS
Invested in capital assets
Restricted for:
Debt service
Capital projects
Renewal and replacement
Unrestricted
Total net assets

Total net assets and liabilities

See notes to the financial statements

Water and Sewer Utility

1,759,104
1,191,934
207,884
4,735

15,863,493

18,027,150

732,846

1,200,000
266,667
771,206

42,655,652

2,024,012

(16,356,628)

30,560,909

31,293,755

50,320,905

163,578
1,367,715

167,313
930,000
832,965

3,261,571

34,038,465

34,038,465

37,300,036

(3,661,458)

7,325,921
5477317
1,329,977
2,549,112

13,020,869

50,320,905
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ST. LUCIE WEST SERVICES DISTRICT

ST. LUCIE COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN

NET ASSETS - PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

OPERATING REVENUES
Charges for sales and services:

Charges for water and sewer services
Late fees

Bulk water sales

Other

Total operating revenues

OPERATING EXPENSES
Personnel services
Contraciual services
Water and sewer operations
Repairs and maintenance
Rent and leases
Depreciation
Amortization

Total operating expense

Operating income {loss)

NON OPERATING REVENUES {EXPENSES)
Impact fees

Interest revenue
Interest expense

Total non operating revenue (expenses)

Change in net assets
Total net assets - beginning

Total net assets - ending

See notes to the financial statements

Water and
Sewer Utili

$ 8,112.431
43,130
461,978
43,524
8,661,063

1,823,871
482,899
2,008,196
212,110
3,948
1,391,957
1,481,088
7,404,069

1,256,994

57,399
6,401
{1,219,250)
(1,155,450}

101,544
12,819,325

$ 13,020,869



ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and users
Payments to suppliers of goods and services
Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:

Due toffrom other funds

Net cash provided (used) by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Impact fees
Purchases of capital assets
Principal paid on debt
Proceeds from long-term debt
Redeem long-term debt
Interest paid on debt
Net cash provided (used) by capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest eamings

Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - October 1

Cash and cash equivalents - September 30

Reported as:
Cash
Restricted cash

See notes to the financial statements

Water and
Sewer Utility

$ 8,512,631

{4,698,684)
3,813,847

1,208,947
1,208,947

57,399
(451,434)
(575,000)

23,175,387

(24,580,000)

(1,641,531)
(4,015,179)

6,401
6,401

1,014,016
16,608,581
$17,622,597

$ 1,759,104
15,863,483
$17,622,597

(Continued)
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

{Continued)

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
{Increase)/Decrease in:
Accounts receivables
Prepaids and deposits
Increasef(Decrease) in:
Accounts payable and accrued expenses
Customer deposits
Total adjustments
Net cash provided (used) by operating activities

See notes to the financial statements

Water and

Sewer Utilig

$ 1,256,904

2,873,045

(126,561)
(161,007)

(6,653)
21,971
2,556,853

$ 3,813,847
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND REPORTING ENTITY

St. Lucie West Services District (the "District”} was created on November 21, 1989, pursuant to Chapter
1980.005, Florida Statutes by which Florida Land and Water Adjudicatory Commission granied the petition of
the original development corporation and adopted Rules 42-1.001, 1.002, and 1.003, establishing the St. Lucie
West Services District. The District was established for the purpose of, among other things, construction of
and/or acquiring water management and control, water supply, sewer, wastewater management, bridges or
culverts, District roads, parks and recreaticnal facilities, security facilities, control and elimination of
mosquitoes and otherarthropods and landscaping related to recreational amenities, roads, and surface water
management, and related improvements tocated within and/or without the boundaries of St. Lucie West
Services District. The District is governed by a five-member Board of Supervisors, whose members are
elected on a rotating basis for terms of four years. The District was created under Chapter 190 of the Fiorida
Statutes and operates within the criteria established by Chapter 190.

The District is governed by the Board of Supervisors ("Board"), which is composed of five members. The
Supervisors are elected by the landowners and qualified electors residing within the District. The Board of
Supervisors of the District exercise all powers granted to the District pursuant to Florida Statutes.

The Board has the final responsibility for:

Assessing and levying assessments.

Approving budgets.

Exercising control over facilities and properties.
Controlling the use of funds generaied by the District.
Approving the employment of the general manger.
Financing improvements.

N Y

The financial statements were prepared in accordance with Governmental Accounting Standards Board
("GASB") Statement 14, and Statement 39, an amendment of GASB Statement 14. Under the provisions of
those standards, the financial reporting entity consists of the primary government, organizations for which the
District Board of Supervisers is considered to be financially accountable, and cther organizaticns for which the
nature and significance of their relationship with the District are such that, ifexcluded, the financial statements
of the District would be considered incomplete or misleading. There are no entities considered to be
component units of the District; therefore, the financial statements inciude only the operations of the District.

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 District. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which nermally are supported by
assessments and general revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Government-Wide and Fund Financial Statements {Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direcf 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 {Qperating-type special
assessments for maintenance and debt service are treated as charges for services.); 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.

Separate financial statements are provided for governmental funds and proprietary funds. The major

governmental and major individual enterprise funds are reported as separate columns in the fund financial
statements,

Measurement Focus, Basis of Accounting and Financial Statement Presentation _

The government-wide financial statements are reported using the economic resources measurement focus
andthe accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Assessments are recognized as revenues
in the year for which they are levied. Grants and similar items are to be recognized as revenue as soon as all

eligibility requirements imposed by the provider have been met. Unbilled service revenue is accrued in the
enterprise funds.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the 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 are recorded only when payment is due.

Assessments

Assessments are non-ad valorem assessments on certain land and all platted lots within the District.
Assessments are levied each November 1 on property of record as of the previous January. The fiscal year for
which annual assessments are levied begins on October 1 with discounts available for payments through
February 28 and become delinquent on April 1. For debt service assessments, amounts collected as advance
payments are used to prepay a portion of the Bonds outstanding. Otherwise, assessments are collected

annually to provide funds for the debt service on the portion of the Bonds which are not paid with prepaid
assessments.

Assessments, stormwater fees, licenses and permits, grant revenues and interest associated with the current

fiscal period are alt considered to be susceptible to accrual and so have been recognized in revenues for the
current period.

The District reports the following major governmental funds:

General Fund

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

Water Management 2010 Debt Service Fund

The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest on long-term debt.
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

Water Management 2010 Capital Project Fund

These funds account for the financial resources to be used for the acquisition or construction of capital
improvements within the District.

The District reports the following nonmajor governmental funds:

Cascades 2010 Debt Service Fund
The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest on long-term debt, which was used to finance the 1998 Cascades capital projects.

The District reports the following major proprietary funds:

Woater and Sewer Fund

This enterprise fund is used to account for the operations of the water and sewer utility services within the

District. The costs of providing services to the residents are recovered primarily through user fees, meter fees
and connection fees.

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 District 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 sefvices and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. The principal operating revenues of the Disfrict's enterprise
fund are charges to customers for sales and services. Operating expenses of the 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 interfund activity has been eliminated from the government-wide financial

statements. Exceptions to this general rule are internal receivable and payable balances between
governmental and business-type activities.

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.

Assets, Liabilities and Net Assets or Equity

Restricted Assets
Restricted assets in the enterprise funds consist of water and sewer impact fees and other net assets for
renewal, re placement and improvements which have been restricted by enabling legislation. Restricted assets

in the governmental funds consist of funds set aside to comply with note covenants or other contractual
restrictions.

Deposits and Investmenis

The District's cash and cash equivalents are considered fo be cash on hand and demand deposits. The

District considered highly liquid investments with a maturity of three months or less, when purchased, to be
cash equivalents.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets or Equity {Continued)

Deposits and Invesiments (Continued)

The District has adopted a written investment policy. The policy includes, among other things, the types of
investments which are permitted. According to the policy, the investment portfolio shall remain sufficiently
liquid to meet operating requirements that may be reasonably anticipated. In addition, the core of the

investments are limited to relatively low risk securities in anticipation of earning a fair return relative to the risk
being assumed.

The District records all interest revenue related to investment activities in the respective funds and reports
investments at fair value,

Prepaid liems

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

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of
fiscal year are referred to as either “interfund receivables/payables” or “advances to/from other funds”. All
other outstanding balances between funds are reported as “due to/from other funds.” Any residual balances

outstanding between governmental activities and business-type activities for internal borrowing are reported in
the government-wide statements as “internal balances”.

Accounts receivable and assessments receivable are shown net of an allowance for uncollectible amounts.
These receivables will be recognized as revenue as they are collected. The Water and Sewer Utility Fund
receivables are due from commercial and residential customers within the District. The District's policy for
collections is limited to collecting security deposits, the right to discontinue service and to place liens on

property. For the Water and Sewer Fund, accounts receivable outstanding in excess of 120 days comprise
the allowance.

Capital Assels

Capital assets, which include property, water and sewer improvements, machinery and equipment and
infrastructure (roads, sidewalks, etc.} are reported in the applicable governmental or business-type activities.
Capital assets are defined by the government as assets with an initial, individua! cost of more than $5,000 and
an estimated useful life in excess of two years. 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

assets lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed.

Property, plant and equipment of the District are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Infrastructure 10-50
Equipment 5-30

In the governmental fund financiat statements, amounts incurred for the acquisition of capitat assets are

reported as fund expenditures. Depreciation expense is not reported in the governmental fund financial
statements.
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NOTE 2 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
Assets, Liabilities and Net Assets or Equity (Continued)

Long-Term Obligations

In the government-wide financial statements long-term debt and other long-term obligations are reported as
liabilities in the statement of net assets. Note premiums and discounts, as well as issuance costs, are deferred
and amortized ratably over the life of the Notes. Notes payable are reported net of premiums or discounts.

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as
issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on
debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures.

Deferred Charges

In connection with the issuance of certain debt, the District incurred costs of approximately $1,432,873 that are
being amortized over the estimated life of the Bonds. At September 30, 2012, the District reported
accumulated amortization of $287,592. For the District's business-type activities, the District incurred costs
totaling approximately $765,391 with accumulated amortization of $32,545. In addition, Bond discounts on the
debt are being amortized over the life of the respective Bonds. At September 30, 2012, the District's Bonds
payable are reported net of unamortized discounts of $187,340 and $27,603 for its governmental activities and
business-type activities, respectively.

Deferred Amount on Refunding
For current and advance refunding of debt, the difference between the reacquisition price and the net carrying
amount of the old debt is deferred and amortized using the straight line method over the remaining life of the

old debt or the life of the new debt, whichever is shorter. The deferred amount is offset against the new
liability.

Compensated Absences

It is the District’s policy to permit employees to accumulate, within certain limits, earned but unused vacation
and sick pay benefits. There is no liability for unpaid accumulated sick leave since the government does not
have a policy to pay any amounts when employees separate from service with the government. However,
employees will be paid for any unused accrued vacation time up to 50% maximum cumulative deferred hours
within certain ranges upon termination of employment. Compensated absences are reported as accrued in the
government-wide financial statements. Governmental funds report only matured compensated absences

payable to currently terminating employees which are included in wages payable, if any. Proprietary funds
report the liability as it is incurred.

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.

Fund Equity/Net Assets

In the fund financiai 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.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets or Equity (Continued)

Fund Equity/Net Assets {Continued)
The District can establish limitations on the use of fund balance as follows:

Committed fund batance — Amounts that can be used only for the specific purposes determined by a formal
action (resolution) of the Board of Supervisors. Commitments may be changed or lifted only by the Board
of Supervisors 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 Board of
Supervisors that are intended to be used for specific purposes that are neither considered restricted nor
committed. The Board may also assign fund balance as it does when appropriating fund balance to cover
differences in estimated revenue and appropriations in the subsequent year's appropriated budget.

Assignments are generally temporary and normally the same formal action need not be taken to remove
the assignment.

The District 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 fo infrastructure and property, plant and equipment, net of accumulated depreciation, and net of any

related debt. Restricted net assets represent the assets restricted by the District's Bond covenants or other
contractual restrictions.

QOther Disclosures

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 District is required to establish a budgetary system and an approved Annual Budget. Annuai 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 District follows these procedures in establishing the budgetary data reflected in the financial statements.

a) Each year the General Manager submits to the District Board a proposed operating budget for the fiscal
year commencing the following October 1.

b) Public hearings are conducted fo obtain public comments.

¢) Prior to October 1, the budget is legally adopted by the District Board.

d) Al budget changes must be approved by the District Board.

e) The budgets are adopted on a basis consistent with generally accepted accounting principles.
f)  Unused appropriation for annually budgeted funds lapse at the end of the year.

The District alse prepares annual operating budgets for the water and sewer utility fund.
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NOTE 4 — CASH AND INVESTMENTS

Cash

The District'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 fosses.

Investments _
The District's investments were held as follows at September 30, 2012:
Credit
Fair Value Risk Maturities
US Bank Commercial Paper manual sweep $ 1,767,674 A-1 N/A

Total Investments $ 1,767,674

Custodial credit risk — For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of the investments or collateral securities that are
in the possession of an outside party. The District has no formal policy for custodial risk. The District's
investments are held by the trustee or agent but not in the District's name.

Credit risk — For investments, credit risk is generally the risk that an issuer of an investment will not fulfill its

obligation to the hoider 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.

Concenlration risk — The District places no limit on the amount the District may invest in any one issuer.

Interest rate risk — The District 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.

However, the Bond Indenture limits the type of investments held using unspent proceeds.
NOTE § — INTERFUND RECEIVABLES AND PAYABLES

Interfund receivables and payables at September 30, 2012 were as follows:

Governmentat Funds Receivable Payable
General $ 1696307 $ -
Debt service 82,149
Debt service (Cascades) 19,095
Capital projects 227,348

Proprietary Funds
Water and sewer 1,367,715

Total $ 1,696,307 § 1696307

The outstanding balances between funds result primarily from the time lag between the dates that transactions
are recorded in the accounting system and payments between funds are made.
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NOTE 6 ~ RECEIVABLES

Revenues in the water and sewer fund are reported net of uncollectible amounts. Total accounts receivable

and uncollectible amounts at Septerber 30, 2012 are as follows:

Gross billed accounts receivable $ 622,362

Gross unbilled accounts receivable 698,572

Uncollectibles (129,000%
Net receivable $ 1,191,934

NOTE 7 — CAPITAL ASSETS

Capital asset activity for the fiscal year ended September 30, 2012 was as follows:

Beginning Ending
Balance Additions Reductions Balance
Govemmental activities
Capital assets, not being depreciated
Construction in progress $ 453173 $ 1,881248 $ (412,341) $ 1,922,080
Total capital assets, not being depreciated 453,173 1,881,248 (412,341) 1,922,080
Capital assets, being depreciated
Buildings 221,076 13,091 - 234,167
Infrastructure 61,117,555 412,341 - 61,529,896
Equipment and furniture 1,256,496 109,606 (30,424) 1,335,678
Total capital assets, being depreciated 52,505 127 535,038 {30,424) 63,009,741
Less accumulated depreciation for:
Buildings {1,842) (7,551) - (9,393)
Infrastructure (18,505,074) 1,328,077) - (19,834,151)
Equipment and fumiture (801,222} ~ (68,706) 23,072 {946,856)
Total accumulated depreciation (19,408,138) (1,405,334) 23,072 (20,790,400}
Total capital assets, being depreciated, net 43,186,989 {870,296) (7,352) 42 309,341
Govemmental activities capital assets, net $ 43640162 $ 1,010,952 § (419,693) § 44,231,421

Depreciation expense was charged to function/programs as follows:

General government $ 84320
Maintenance and operations 1,321,014
$ 1,405,334
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NOTE 7 — CAPITAL ASSETS (Continued)

Capital asset activity for the fiscal year ended September 30, 2012 was as follows:

Beginning Ending
Balance Additions Reductions Balance
Business-tybe Activities
Capital assets, not being depreciated
Land $ 1,200,000 $ - $ - $ 1,200,000
Construction in progress 611,498 380,401 (220,693) 771,206
Total capital assets, not being depreciated 1,811,498 380,401 (220,693) 1,971,206
Capital assets, being depreciated
Buildings 225,216 41,451 - 266,667
Infrastructure/improvements 42,463,320 192,332 - 42,655,652
Equipment and furniture 1,066,069 57,943 - 2,024,012
Total capital assets, being depreciated 44,654,605 291,726 - 44,945,331
Less accumulated depreciation for:
Buildings (6,276) {7.541) - (13,817)
Infrastructure/lmprovements (14,048,594) (1,225,839) - (15,274,433)
Equipment and furniture (909,802) (158,576) ~ (1,068,378)
Total accumulated depreciation (14,964,672) {1,391,956) - (16,356,628)
Total capital assets, being depreciated, net 29,689,933 {1,100,230) - 28,589,703
Business-type activities capital assets, net $ 31,501,431 & (719,829) $ (220,693) $ 30,560,909

NOTE 8 - LONG-TERM LIABILITIES

Series 2000

On February 1, 2000, the District issued $28,465,000 of Utility Revenue Bonds, Series 2000 (Senior Lien) due
in annual principai installment through October 2032 with interest af varying rates of 4.9% t0 6.125%. Interest
is to be paid semiannually on each Aprit 1 and October 1.

The Series 2000 Bonds are subject to redemption at the option of the District prior to their maturity. The Bonds
are subject to extraordinary mandatory redemption prior to their selected maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture.

In October 2011 the District issued Utility Revenue Refunding Bonds, Series 2011 (described below) and
transferred $ 25,066,510 to the Trustee to refund the remaining outstanding Series 2000 Bonds. The
outstanding balance of the Series 2000 Bonds was $24,580,000 at the time. The refunding resulted in a
difference in cash flows required to pay the respective debt service of $12,468,506 and resulted in an
economic gain of $7,626,233. The refunded Bonds were paid in full as of September 30, 2012.
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NOTE 8 - LONG-TERM LIABILITIES (Continued)

Series 2004

On July 15, 2004, the District issued $11,445,000 of Utility Revenue Bonds, Series 2004, which consist of
$3,440,000 Term Bonds due $1,675,000 and $1,765,000 in October 1, 2033 and 2034, respectively, with a
fixed interest rate of 5.25% and $8,005,000 Term Bonds due annuaily starting October 1, 2035 through

October 1, 2038 with a fixed interest rate of 5%. Interest is to be paid semiannually on each April 1 and
October 1.

The Series 2004 Bonds are subject to redemption at the option of the District prior to their maturity. The Bonds
are subject to extraordinary mandatory redemption prior to their selected maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture, The Bond Indenture also
established a debt service reserve requirement as well as other restrictions. The District was in compliance
with the requirements at September 30, 2012.

Series 2010

On March 1, 2010, the District issued $23,680,000 of Water Management Benefit Special Assessment
Refunding Bonds, Series 2010 due on May 1, 2025 with a fixed interest rate of 4.22%. Interest is to be paid

semiannually on each May 1 and November 1. Principal onthe Bonds is to be paid serially commencing May
1, 2010 through May 1, 2025. '

The Series 2010 Bonds are subject to redemption at the option of the District priorto their maturity. The Bonds
are subject to extraordinary mandatory redemption prior to their selected maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture.

The Bond Indenture established a debt service reserve requirement as well as other restrictions. The District
agrees to levy special assessments in annual amounis adequate to provide payment of debt service and to
meet the reserve requirements. The District was in compliance with the requirements at September 30, 2012,

The Series 2010 Bonds were issued for a current refunding of the Water Management Benefit Special
Assessment Bonds, Series 1999A and 1999B. The refunding was undertaken to reduce total future debt
service payments. The Series 2010 refunding deferred amount aleng with the previous refunding deferred
amount, totaling $3,432,131, is being netted against the new debt and will be amortized over the life of the
Bonds. There is no difference in the remaining life of the refunded Bonds and the new Bonds. Accumulated
amortization of the deferred amount is $687,607 at September 30, 2012.

Cascades Series 2010

On April 21, 2010, the District issued $1,320,000 of Cascades Capital Improvement Revenue Refunding
Bonds, Series 2010 due on May 1, 2018 with a fixed interest rate of 3.78%. Interestis to be paid semiannually

on each May 1 and November 1. Principal on the Bonds is fo be paid serially commencing May 1, 2011
through May 1, 2018.

The Cascades Series 2010 Bonds are subject fo redemption at the option of the District prior to their maturity.
The Bonds are subject to extraordinary mandatory redemption prior to their selected maturity in the manner
determined by the Bond Registrar if certain events occurred as outlined in the Bond Indenture.

The Bond Indenture established a debt service reserve requirement as well as other restrictions. The District
agrees to levy special assessments in annual amounts adequate to provide payment of debt service and to
meet the reserve requirements. The District was in compliance with the requirements at September 30, 2012.

The Bonds were issued for a current refunding of the Cascades Capital Improvement Bonds, Series 1998.
The refunding was undertaken to reduce total future debt service payments. The price of the new debt
exceeded the net carrying amount of the old debt by $54,258. This amount is being netted against the new
debt and will be amortized over the life of the Bonds. There is no difference in the remaining life of the

refunded Bonds and the new Bonds. Accumulated amortization of the deferred amount is $18,084 at
September 30, 2012,
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NOTE 8 ~ LONG-TERM LIABILITIES {Continued)

Serles 2011

On October 25, 2011, the District issued $24,000,000 of Utility Revenue Refunding Bonds, Series 2011 due on
October 1, 2031 with a fixed interest rate of 2.85%. Interest is to be paid semiannually on each April 1 and
October 1. Principal on the Bonds is to be paid serially commencing October 1, 2012 through October 1,

2031. The source of repayment or security for the Series 2011 Bonds is a pledge of certain utility revenues
collected by the District.

The Series 2011 Bonds are subject fo redemption at the option of the District prior to their maturity. The Bonds
are subject to extraordinary mandatory redemption prior to their selected maturity inthe manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture. The Bond Indenture also
established a debt service reserve requirement as well as other restrictions. The District was in compliance
with the requirements at September 30, 2012

The Series 2011 Bonds were issued for a current refunding of the Utility Revenue Bonds, Series 2000. The
refunding was undertaken to reduce total future debt service payments. The Series 2011 refunding deferred
amount of $486,510 is being netted against the new debt and will be amortized over the life of the Bonds.
Accumulated amortization of the deferred amount is $24,328 at September 30, 2012.

Changes in long-term liabllity activity for the fiscal year ended September 30, 2012 were as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities
Bonds payable:
Series 2010 $ 21,845000 & - $ (1,175,000} $ 20,670,000 3% 1,215,000
Series 2010 (Cascades) 1,175,000 - (155,000} 1,020,000 155,000
Less: bond discounts (218,564) - 31,224 {187,340) -
Less: deferred amount on refunding {2,997,841) - 217,145 (2,780,696) -
Tota! honds payahle 19,803,595 - {1,081,631) 18,721,964 1,370,000
Compensated ahsences 11,045 25,810 (22,454) 14,401 )
Total $ 19814640 & 25,810 $ (1,104,085) § 18,736,365 $ 1,370,000
Business-type activities
Bonds payabie; .
Series 2000 $ 251155000 § - $ (25,155,000) $ - 3 -
Series 2004 11,445,000 - - 11,445,000 -
Series 2011 - 24,000,000 - 24,000,000 930,000
Less: bond discounts (160,271) - 132,668 (27,603) -
Less: deferred amount on refunding (592,924) {486,510) 617,250 (462,184) -
Total bonds payable 35,846,805 23,513,490 (24,405,082} 34,955,213 930,000
Compensated absences 14,303 30,299 {31,350) 13,252
Totai $ 35,861,108 $ 23543789 § (24,436432) % 34968465 § 930,000
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NOTE 8 — LONG-TERM LIABILITIES (Continued)
At September 30, 2012, the scheduled debt service requirements on the long-term debt were as follows:

Governmental Activities

Year ending
September 30: Principal Interest Total

2013 $ 1,370,000 $ 823,799 § 2,293,799
2014 1,430,000 866,388 2,296,388
2015 1,490,000 B05,918 2,295,918
2016 1,555,000 744,938 2,299,438
2017 1,625,000 677,151 2,302,151

2018-2022 8,395,000 2,341,695 10,736,695

2023-2025 5,825,000 507,267 6,332,267
Total _$21690000 $ 6,867,156 _$ 28,557,156

Business-type Activities
Year ending
September 30: Principal Interest Total

2013 $ 930000 $ 1238345 $ 2,168,345
2014 930,000 1,211,840 2,141,840
2015 960,000 1,184,480 2,144,480
2016 985,000 1,156,408 2,141,408
2017 1,015,000 1,127,480 2,142,480

2018-2022 5,520,000 5,174,132 10,694,132

2023-2027 6,355,000 4,317,708 10,672,708

2028-2032 7,305,000 3,332,320 10,637,320

2033-2037 7,245,000 1,991,512 9,236,512

2038-2039 4,200,000 107,500 4,307,500
Total $35445000 $ 20,841,725 $ 56,2B6,725

NOTE 9 — INTERLOCAL AGREEMENTS

The District entered an interconnect agreement with the Reserve Community Development District (“the
Reserve’) for the bulk sale of water from the District to the Reserve in 1993. In the agreement, the Reserve
shall pay a connection charge of $1,000 per water ERC, which equals 250 gallons per day, for each unit
served through the interconnect. The Reserve shali pay the District a gallonage charge of $2.07 per 1,000
gallons of water and a base facility charge of $214 per month. The District later amended the agreement to
provide an additional 500,000 gallons per day, representing 2,000 ERC's of potable water and 400,000 gallons
per day, representing 2,000 ERC’s of sanitary sewer services to be phased in over a period not beyond

October 1, 2015. During September 30, 2012, the District received $461,978 from the Reserve for purchases
for the water and sewer services.

The District entered an interlocal agreement with the City of Port St. Lucie (the City} for maintenance of the
stormwater management system in 1996. The City levies stormwater fees and then charges the District a 25%
fee for administrative charges and maintaining main lines for storm runoff and remits the remaining 75% of
stormwater fees collected from the District's residents to the District for maintenance of the stormwater

facilities owned by the District. For the year ended September 30, 2012, the City remitted approximately
$1,644,000 fees to the District.
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NOTE 10 - FEDERAL/STATE GRANTS

In November 2010, the District entered into a federally funded subgrant agreement with the Florida Division of
Emergency Management for a Hazard Mitigation Grant Program project regarding its storm water system
drainage project phase |. The project is funded by FEMA through the State. The contract was amended in
June 2011 which increased total project cost from $85,900 to $172,988, the federal share from 44% to 75%,
and the federal funding from $37,759 to $129,741. The remainder is the District share. The project was
completed in May 2011. The District received grant reimbursement of $129,741 in February 2012.

On June 23, 2011, the District entered into another grant contract for the same grant program project relating
to the District's storm water system drainage project phase Ii. The total project costis $1,177,012. The federal
share is $882,759, which is 75% of the total project cost. The District share is $294,253, which is 25% of the
total project cost. $52,185 phase Il expenditures subject to grant reimbursement occurred during the fiscal
year 2011, $779,805 phase |l expenditures subject to grant reimbursement occurred in the fiscal year 2012.
The District received grant reimbursement of $513,189 in June 2012 and $266,616 in April 2013.

In May 2013, the District also received approximately $39,000 FEMA reimbursement related to 2012
Hurricane Isaac.

NOTE 11 — EMPLOYEE PENSION PLAN

The District has established a Simplified Employee Pension Plan (SEP), which is classified as a defined
contribution plan. The District contributed 9% of eligible employees’ salaries during the fiscal year ended

September 30, 2012. In order to be eligible, an employee must be at least 21 years of age and employed for at
least one year.

The District also has a 457 deferred compensation plan for which employees are eligible for upon hiring. This
plan allows the employee to make tax deferred contribution direct to an investment account. Contributions are
limited based on statutory limitations. There are no District contributions to this plan.

Pension expense was approximately $76,000 in the general fund and $108,000 in the water and sewer fund
for the fiscal year ended September 30, 2012. The District, at its sole discretion, has the authority to terminate
these pension plans; however, the District does not have the intention to do so.

NOTE 12 — MANAGEMENT COMPANY

The District has contracted with a management company to perform management advisory services, which
include financial and accounting services. Certain employees of the management company also serve as
officers of the District. Under the agreement, the District compensates the management company for
management, accounting, financial reporting, computer and other administrative costs.

NOTE 13 — RISK MANAGEMENT

The District is exposed to various risks of loss related o torts; theft of, damage to, and destruction of assets;
errors and omissions; natural disasters; and environmental remediation. The District 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 over the past
three years.

NOTE 14 — CONTINGENCY

The District is involved in various claims and litigation arising in the ordinary course of operations, none of

which, in the opinion of the Board of Supervisors and District Manager, will have a material effect on the
District's financial position.
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NOTE 15 - SUBSEQUENT EVENTS

Subsequent to September 30, 2012, the District issued $19,025,000 Water Management Benefit Special
Assessment Refunding Bonds, Series 2013A payable in annual principal installments through May 2025 with
an initial interest rate of 2.44% and $5,470,000 Utility Revenue Bonds, Series 2013B payable in annual
principal installments through October 2032 with an initial interest rate of 2.43%. The Series 2013A Bonds
were issued for the purpose of refunding and redeeming the Series 2010 Water Management Benefit Special
Assessment Refunding Bonds.
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ST. LUCIE WEST SERVIGES DISTRICT
ST. LUCIE COUNTY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANGE - BUDGET AND ACTUAL — GENERAL FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

Variance
with Final
Budget -
Budgeted Amounts Actual Positive
Qriginal Final Amounts (Negative)
REVENUES
Assessments $ 1,061,496 $ 1,073,984 $ 1,082,682 § 8,698
Stormwater fees 1,619,591 1,644,085 1,644,085 -
Grant revenue - 642,930 642,930 -
Interest income - 10 10 -
Miscellaneous revenue 26,328 40,807 37,663 (3,144)
Total revenues 2,707,415 3,401,816 3,407,370 5,554
EXPENDITURES
Current:
General government 1,076,159 1,049,036 943,495 105,541
Maintenance and operations 1,446,495 1,281,680 1,169,973 111,707
Capital outlay 144,000 135,500 122,697 12,803
Total expenditures 2,666,654 2,466,216 2,236,165 230,051
Excess (deficiency) of revenues
over (under) expenditures $ ° 40761 § 935600 1,171,206 § 235,605
Fund balance - beginning 2,823,980
Fund balance - ending $ 3,995,185

See notes to required supplementary information
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

The District is required to establish a budgetary system and an approved Annual Budget for the general fund.
The District's budgeting process is based on estimates of cash receipts and cash expenditures which are
approved by the Board. The budget approximates a basis consistent with accounting principles generally
accepted in the United States of America (generally accepted accounting principles).

An operating budget was adopted and maintained by the governing board for the District 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 Board of Supervisors. The general fund budget
for the fiscal year ended September 30, 2012 was amended to increase revenues by $694,401 and decrease
appropriations by $200,438. The increase in revenues is primarily the resuit of grant revenue received and the
decrease in appropriations is primarily due to originally budgeted costs which were not incurred. Actual general
fund expenditures did not exceed appropriations for the fiscal year ended September 30, 2012.

The variance between budgeted and actual general fund revenues for the current fiscal year was not
considered significant, The actual general fund expenditures for the current fisca! year were lower than
budgeted amounts primarily to anticipated costs which were not incurred.
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The District’s response to the findings identified in our audit is described in the accompanying management
response letter. We did not audit the District's response and, accordingly, we express no opinion on it.

This report is intended for the information and use of the management, Board of Supervisors of St. Lucie

West Services District, St. Lucie County, 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.

aw d Hssciska

May 21, 2013
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Our consideration of internal control over compliance 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 compliance
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.

This report is intended solely for the information and use of the Board of Supervisors, management and the
grantor agencies and is not intended to be and should not be used by anyone other than these specified
parties. :

e d Poticintia

May 21, 2013
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

CFDA/ Agency or
Eederal/State Agency CSFA Pass-through
Pass-throuqgh Entity, Federal Program Number Number Expenditures

MAJOR PROGRAMS
U.S. Department of Homeland Security

Florida Division of Emergency Management {passed through)
Hazard Mitigation Grant Program

FEMA Project Number 1785-44-R 97.039 11HM-3E-10-66-01-030 1,007,948

TOTAL EXPENDITURES OF FEDERAL AWARDS
3 1,007,048

See accompanying notes to schedule of expenditures of federal awards
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

NOTE A ~ BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of St. Lucie
West Services District and is presented on the accrual basis of accounting. The information on this schedule
is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amcunts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the basic financial statements.
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

SECTION 1 - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unqualified QOpinion
Material weakness(es) identified? X yes no
Significant deficiency(ies) identified not considered to be material weakness? X yes no
Noncompliance material to financial statements noted? "~ yes X no
Federal Awards Programs

Internal Control over major federal awards programs:

Materlal weakness(es) identified? yes X no
Significant deficiency(ies) identified not considered to be material weakness? yes X no
Type of auditor's report issued on compliance for major federal awards Ungualified Opinion

Any audit findings disclosed that are required to be

reported in accordance with Circular A-133, Section .510(a). yes X no
identification of major federal awards programs and state financial assistance

Federal CFDA No.

Pubilic Assistance Grants 97.039

Dollar threshold used Yo distinguish between Type A and Type B programs: N/A - only one program
Auditee qualified as low risk auditee for audit of federal awards program? yes X no
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ST. LUCIE WEST SERVICES DISTRICT
ST. LUCIE COUNTY, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2012

SECTION Il - FINDINGS — FINANCIAL STATEMENT
Included in the Report to Management as findings 2012-1; 2012-2.

SECTION il - FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL PROGRAM
None
SECTION V - FINDINGS AND QUESTIONED COSTS - PRIOR YEAR

No summary schedule of prior year audit findings is required because there were no prior audit findings
related to federal awards.

Financial statement included in the Report to Management
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REPORT TO MANAGEMENT

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

Material Weakness:
2012-1 Reconciliation and Review of Account Balances

Observation: During our audit, we noted that various accounts required material adjustments. These
included approximately $4.7 million in adjustments to individual accounts to record amortization and
depreciation, deferred revenue, accrued expenses, bonds payable and other items. There were also
approximately $2.2 million of adjustments to interfund payable and receivable accounts hetween the
general fund and the water and sewer fund due to certain shared expenses.

Recommendation: The District should reconcile all ending balances to the general ledger on a pericdic
basis to ensure all balances are correct. The District should also consider implementing a system to

accurately trace interfund payable and receivable accounts beiween the general fund and the water and
sewer fund periodically.

Management Response: Concur. Cash accounts are reconciled on a monthly basis. However, some non-
cash accounts and construction in progress are reconciled once annually. Staff previously established a
utility-specific operating checking account which eliminated some of the end of year entries previously
needed. In addition, we have updated accounting procedures to eliminate those issues not resolved by

establishing the new ufility account.

Significant Deficiencies:

2012-2 Capital Asset Inventory

Observation: The District hired a contractor in FY 2007 to perform an inventory of capital assets.

However, the inventory listing could not be relied upon due to several discrepancies with historical
records. A full reconciliation has not yet been produced.

Recommendation: The District should establish updated detait subsidiary records to maintain control over
individual assets and to enhance the accuracy of the District's financial reporting.

Management Response: Concur. The District employed an outside firm at a significant cost to perform a
review of the fixed assets. Their report could not be relied upon due to historical discrepancies. The
District is checking other historical records to further assist in enhancing the accuracy of the capital asset
inventory. Sufficient historical records have yet to be located.

PRIOR YEAR FINDINGS AND RECOMMENDATIONS AND CURRENT YEAR STATUS

Material Weaknesses:

2011-1 Reconciliation and Review of Account Balances — matter is repeated in current year as finding
2012-1.

2010-01 Reconciliation and Review of Account Balances — matter is repeated in current year as finding
20121,
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REPORT TO MANAGEMENT (Continued)

PRIOR YEAR FINDINGS AND RECOMMENDATIONS AND CURRENT YEAR STATUS

Significant Deficiencies:

2011-2 Capital Asset Inventory — matter is repeated in the current year as finding 2012-2,

2010-2 Capital Asset Inventory — matter is repeated in the current year as finding 2012-2.

2011-3 Journal Entries — matter has been resolved.

2010-3 Journal Entries — matter has been resoived.

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 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, 2011, except as noted above.

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 District complied with Section 218.415, Florida Statutes, regarding the investment of public
funds.

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, 2012, except as noted above.

Violations of provisions of contracts or grantagreements, or abuse, that have occurred, or are
likely to have occurred, that have an effect on the financial statements that is less than
material hut 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, 2012, except as noted above.

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, 2012, except as
noted above.



REPORT TO MANAGEMENT (Continued)

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

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, 2012 financial audit report.

The District has not met ene or more of the financial emergency caonditions described in Section
218.503(1), Florida Statutes.

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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