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Report of Independent Auditors

To the Board of Supervisors
Bay Creek Community Development District
Lee County, Florida

We have audited the accompanying basic financial statements of Bay Creek Community
Development District (the “District”) as of and for the year ended September 30, 2006, as
listed in the table of contents. These basic financial statements are the responsibility of the
District's management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

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

In our opinion, the basic financial statements referred fo above present fairly, in all material
respects, the financial position of the governmental activity and each major fund of the District
as of September 30, 2006, the respective changes in financial position and the budgetary
comparison for the General Fund and the results of its operations and the cash flows of its
enterprise fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated May
1, 2007 on our consideration of the District’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations and contracts. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
shoutd be read in conjunction with this report in considering the resuits of our audit.

Fort Pierce / Stuart

Member AICPA Member AICPA 5i\15fon for CPA Firms Member FICPA
Private Companies practice Section
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To the Board of Supervisors
Bay Creek Community Development District

- The Management's Discussion and Analysis is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquires of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion
on it.

3 \/Wf/m,
Berger, om,%%

Certified Public Accountants PL
Fort Pierce, Florida

May 1, 2007




Bay Creek Community Development District
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2006

Management's discussion and analysis of Bay Creek Community Development District (the
“District”) financial performance provides an objective and easily readable analysis of the
District's financial activities. The analysis provides summary financial information for the District
and should be read in conjunction with the District's financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

The District's basic financial statements comprise three components; 1) Government-wide
financial statements, 2) Fund financial statements, and 3) Notes to financial statements. The
Government-wide financial statements present an overall picture of the District's financial
position and results of operations. The Fund financial statements present financial information
for the District's major funds. The Notes to financial statements provide additional information
concerning the District’s finances that are not disclosed in the Government-wide or Fund
financial statements.

The Government-wide financial statements are the statement of net assets and the statement
of activities. These statements use accounting methods similar to those used by private-sector
companies. Emphasis is placed on the net assets of governmental activities and business-type
activities and the change in net assets. Governmental activities are primarily supported by
property taxes. Business-type activities are supported by charges to the users of those
activities, such as irrigation service charges.

The statement of net assets presents information on all assets and liabilities of the District,
with the difference between assets and liabilities reported as net assets. Net assets are
reported in three categories; 1) invested in capital assets, net of related debt, 2) restricted and
3) unrestricted. Assets, liabilities, and net assets are reported for all Governmental activities
separate from the assets, liabilities, and net assets of business-type activities.

The statement of activities presents information on all revenues and expenses of the District
and the change in net assets. Expenses are reported by major function and program revenues
relating to those functions are reported, providing the net cost of all functions provided by the
District. To assist in understanding the District's operations, expenses have been reported as
governmental activities or business-type activities. Governmental activities financed by the
District include general government, physical environment, and debt service. Business-type
activities financed by user charges include irrigation services.

Fund financial statements present financial information for governmental funds and enterprise
funds. These statements provide financial information for the major governmental funds and the
enterprise fund of the District. Governmental fund financial statements provide information on
the current assets and liabilities of the funds, changes in current financial resources (revenues
and expenditures), and current available resources. The irrigation fund financial statements
provide information on all assets and liabilities of the fund, changes in the economic resources
(revenues and expenses), and total economic resources.




~ Bay Creek Community Development District
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2006

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED) |

Fund financial statements include a balance sheet and a statement of revenues,:
expenditures and changes in fund balances for all governmental funds. A statement of
revenues, expenditures, and changes in fund balances — budget and actual is provided for
the District's General Fund. For the irrigation fund, a statement of net assets, a statement of
revenues, expenses, and changes in net assets; and a statement of cash flows are’
presented. Fund financial statements provide more detailed information. about the District's
activities. Individual funds are established by the District to track revenues that are restricted to
certain uses or to comply with legal requirements.

The government-wide financial statements and the fund financial statements provide different
pictures of the District. The government-wide financial statements provide an overall picture of
the District's financial standing, split between Governmental Activities and Business-type
Activities. These statements are comparable to private-sector companies and give a good
understanding of the District’s overall financial health and how the District paid for the various
activities, or functions, provided by the- District. All assets of the District; including buildings,
land, roads, bridges, and traffic signals are reported in the statement of net assets. All
liabilities, including principal outstanding on bonds, and future employee benefits obligated but
not paid by the District, are included. The statement of activities includes depreciation on all
long lived assets of the District, but transactions between the different functions of the District
have been eliminated in order to avoid “doubling up” the revenues and expenses. The fund
financial statements provide a picture of the major funds of the District. In the case of
governmental activities, outlays for long lived assets are reported as expenditures and long-term
liabilities, such as general obligation bonds, are not included in the fund financial statements.
To provide a link from the fund financial statements to the government-wide financial
statements, a reconciliation is provided from the fund financial statements to the government-
wide financial statements. '

Notes to financial statements provide additional detail concerning the financial activities and
financial balances of the District. Additional information about the accounting practices of the
District, investments of the District, long-term debt, and pension plans are some of the items
included in the notes to financial statements.

Financial Highlights

The following are the highlights of financial activity for the year ended September 30, 2006.

¢ The District's total assets exceeded total liabilities by $1,963,602 (net assets).
Unrestricted net assets for Governmental Activities were $54,832 and for Business-type
activity was $38,155. Governmental Activities restricted net assets were $505,181. The
District’s total invested in capital assets, net of related debt was $1,365,434.

¢ Governmental Activities revenues totaled $653,123 while Governmental Activjties
expenses totaled $809,088. Business-type revenues totaled $101,371 while business-
type expenses totaled $157,122. :




Bay Creek Community Development District
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2006

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Financial Analysis of the District

The following schedule provides a summary of the assets, liabilities and net assets of the

District and is presented by category for comparison purposes.

Net Assets
Governmental Business-type Total
Activities Activities
. 2006 2005 2006 2005 2006 2005
Current Assets $ 541,526 $ 560,104 $377,032 $430,709 $ 918,558 $ 990,813
Restricted Assets - - 12,049 12,014 12,049 12,014
Total Current Assets 541,526 560,104 389,081 442723 930,607 1,002,827
Restricted Assets 274,136 266,219 - - 274,136 266,219
Capital Assets 2:212,551 2,342,204 388,102 375,275 2,600,653 2,717,479
Other Non-Current Assets 56,883 182,916 - - 56,883 182,916
Total Assets . ' 3,085,096 3,351,443 777,183 817,998 3,862,279 4,169,441
Current Liabilities 198,098 206,219 350,926 335,990 549,024 542,209
Non-Current Liabilities 1,349,653 1,451,914 - - 1,349,653 1,451,914
Total Liabilities 1,647,751 1,658,133 350,926 335,990 1,898,677 1,894,123
Net Assets - Invested in Capital Assets 977,332 1,069,529 388,102 375,275 1,365,434 1,444,804
Net Assets - Restricted . 505,181 395,240 - - 505,181 395,240
Net Assets - Unrestricted 54,832 228,541 38,155 106,733 92,987 335,274
Total Net Assets $1,637,345 $1,693,310 $ 426,257 $482,008 $1,963,602 $2,175,318

The decrease in other non-current assets is due to amortization of cost of issuance.




Bay Creek Community Development District
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2006

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Financial Analysis of the District (Continued)

The following schedule provides a summary of the changes in net assets of the District and is
presented by category for comparison purposes.

Program Revenues
Charges for Service

General Revenues
Investment earnings
Miscellaneous

Total Revenues

Expenses
General government
Physical environment
interest on long-term debt
irrigation services

Total Expenses
Change in Net Assets

Net Assets - Beginning
of Year

Net Assets - End of Year

Change In Net Assets

Governmental Business-type Total
Activities Activities

2006 2005 2006 2005 2006 2005
$ 609,394 $ 621,729 $ 82,809 $ 86,944 $ 692,203 $ 708,673
40,075 22,226 18,562 10,901 58,637 33,127
3,654 5,597 - 336 3,654 5,933
653,123 649,552 101,371 98,181 754,494 747,733
89,306 72,648 - - 89,306 72,648
508,713 546,888 - - 508,713 546,888
211,069 110,289 - - 211,069 110,289
- - 157,122 "119,815 157,122 119,815
809,088 729,825 167,122 119,815 966,210 849,640
(155,965) (80,273) (55,751) (21,634) (211,716) (101,907)
1,693,310 4,773,683 482,008 503,642 2,175,318 2,277,225
, $1,537,345 $1,693,310 $ 426,257 $ 482,008 $1,963,602 $2,175,318

The increase in Investment Earnings is caused by a higher rate of return on invested assets.

The increase in interest on long-term debt is caused by amortization of cost of issuance.




Bay Creek Community Development District
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2006

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Capital Assets Activity

The following schedule provides a summary of the District's capital assets:

Governmental Business-type
Activities Activities Total
2006 2005 2006 2005 2006 2005

Land and improvements $ 584720 % 583,418 $ - § - 8 584,720 § 583,418
Construction in progress 53,780 - - 53,780 -
Building and improvements 1,337,850 1,337,850 - 1,337,850 1,337,850
Infrastructure 2,308,453 2,308,453 495,781 475,295 2,804,234 2,783,748
Equipment 50,371 50,371 - 50,371 50,371
Accumulated depreciation (2,122,623) (1,937,888) (107,679) (100,020) (2,230,302) (2,037,908)

Total $ 2,212,551 $ 2342204 § 388,102 § 375275 $§ 2600653 § 2,717,479

General Fund Budgetary Highlights

Capital outlay expenditures exceeded the budget because of certain shared equipment costs
that were not in the original budget. Overall, actual expenditures were less than the budget,
requiring no additional appropriations or budget amendments. There were no amendments to

the September 30, 2006 budget.

Debt Management

Governmental Activities debt includes the following:

¢ In November 1996, the District issued $5,000,000 Series 1996 Capital Improvement
Revenue Bonds. These bonds were issued to fund the construction and installation of
certain master infrastructure improvements. The balance outstanding at September 30,
2006 is $1,430,000.

Economic Factors and Next Year’s Budget

Bay Creek Community Development District does not expect any economic factors to have any
significant effect on the financial position or results of operations of the District in fiscal year

2007.

Request for Information

The financial report is designed to provide a general overview of Bay Creek Community
Development District’s finances for all those with an interest. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to
the Bay Creek Community Development District, Wrathell, Hart, Hunt & Associates, 6131 Lyons
Road, Suite 100, Coconut Creek, Florida 33073.




Bay Creek Community Development District
STATEMENT OF NET ASSETS

Assets
Current Assets
Cash and equivalents
Accounts receivable
Interest receivable
Due from other governments
Deposits
Restricted Assets
Cash
Total Current Assets
Non-Current Assets
Restricted assets:
Investments
Interest receivable
Bond issuance costs, net
Capital Assets:
Capital assets not being depreciated
Land and improvements
Construction in progress
Capital assets being depreciated
Buildings and improvements
Infrastructure
Equipment
Less: Accumulated Depreciation
Total Non-Current Assets
Total Assets
Liabilities
Current Liabilities
Accounts payable and accrued expenses
Due to developer
Customer deposits
Accrued interest
Bonds and capital leases
Compensated absences
Total Current Liabilities
Non-Current Liabilities
Bonds and capital [eases
Compensated absences
Total Non-Current Liabilities
Total Liabilities
Net Assets

Invested in capital assets, net of related debt

Restricted for:
Special revenue
Debt service

Unrestricted

Total Net Assets

See accompanying notes.

September 30, 2006

Governmental Business-type
Activities Activities Total
$ 535114  § 371,642  § 906,756
551 3,755 4,306
1,721 1,635 3,356
3,576 - 3,576
564 - 564
- 12,049 12,049
541,526 389,081 930,607
273,097 - 273,097
1,039 - 1,039
56,883 - 56,883
584,720 - 584,720
53,780 - 53,780
1,337,850 - 1,337,850
2,308,453 495,781 2,804,234
50,371 - 50,371
(2,122,623) (107,679) (2,230,302)
2,543,570 388,102 2,931,672
3,085,096 777,183 3,862,279
11,257 6,140 17,397
49,625 197,165 246,790
- 12,049 12,049
31,877 135,572 167,449
103,350 - 103,350
1,989 - 1,989
198,098 350,926 549,024
1,331,752 - 1,331,752
17,901 - 17,901
1,349,653 - 1,349,653
1,547,751 350,926 1,898,677
977,332 388,102 1,365,434
409,855 - 409,855
95,326 - 95,326
54,832 38,155 92,987
$ 1,637,345 § 426257 _§ 1963602
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Bay Creek Community Development District
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

: September 30, 2006

Total Governmental Fund Balances $ 754,780

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

Capital assets not being depreciated (land and improvements
($584,720) and construction in progress ($53,780)) used in
governmental activities are not financial resources and; therefore, are
not reported in the funds. 638,500

Capital assets being depreciated (building and improvements
($1,337,850), infrastructure ($2,308,453), equipment and machinery
($50,371), and accumulated depreciation ($(2,122,623))) used in
governmental activities are not financial resources and; therefore, are
not reported in the funds. o , 1,574,051

Bond issuance costs ($323,722) and accumulated amortization
($(266,839)) used in governmental activities are not financial resources
and; therefore, are not reported in the funds. , 56,883

Long-term liabilities, including bonds payable ($(1,430,000)), accrued
compensated absences ($(19,890)), and capital leases ($(5,102)) are
not due and payable in the current period and; therefore, are not

reported in the funds. (1,454,992)

Accrued interest expense for long-term debt is not a financial use and:;

therefore, is not reported in the funds. (31,877)
Net Assets of Governmental Activities v $ 1,537,345

See accompanying notes.
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Bay Creek Community Development District
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2006

Net Change in Fund Balances - Total Governmental Funds $ 4,243

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

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the amount
by which capital outlay ($55,082) was exceeded by depreciation
($(184,735)) in the current period. ' (129,653)

Bond issuance costs are reported as expenditures when paid in
governmental funds. In the Statement of Activities, these costs are .
allocated over their useful lives and reported as amortization expense. (126,033)

Repayment of bond principal ($95,000) and capital lease principal
($3,156) is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the Statement of Net Assets. 98,156

Compensated absences reported in Statement of Activities, do not
require the use of current financial resources and; therefore, are not
reported as expenditures in governmental funds. This is the change in
accrued compensated absences from September 30, 2005 to
September 30, 20086. \ (6,766)

In the Statement of Activities, interest is accrued on outstanding bonds;
whereas in governmental funds, interest expenditures are reported when
due. This is the change in accrued interest from September 30, 2005 to

September 30, 2006. 4,088
Change in Net Assets of Governmental Activities $ (155,965)

See accompanying notes.

-13 -




Bay Creek Community Development District
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended September 30, 2006

Variance With
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues
Special assessments $ 385398 $ 385398 $ 403547 $ 18,149
Investment earnings _ 1,864 1,864 10,964 9,100
Other revenue 6,339 6,339 3,654 (2,685)
Total Revenues 393,601 393,601 418,165 24,564
Expenditures
Current
General government 33,201 33,201 55,632 (22,331)
_ Physical environment , 350,045 350,045 323,978 26,067
Capital Outlay 10,355 10,355 55,082 (44,727)
Debt Service
Principal expense - - 3,156 (3,156)
Interest expense - - 409 (409)
Total Expenditures 393,601 393,601 438,157 (44,556)
Excess of Revenues Over/(Under)
Expenditures - - (19,992) (19,992)
Fund Balances - October 1, 2005 ' - - 94,714 94,714
Fund Balances - September 30, 2006 $ - % - 3 74,722  $ 74,722

See accompanying notes.

-14 -




Bay Creek Community Development District
STATEMENT OF NET ASSETS cr
IRRIGATION SYSTEM FUND -
September 30, 2006

Assets
Current Assets
Cash $ 371,642
Accounts receivable 3,755
Interest receivable 1,635
Restricted Assets
Cash 12,049
Total Current Assets 389,081
Non-Current Assets
Infrastructure 495,781
Less: accumulated depreciation (107,679)
Total Non-Current Assets 388,102
Total Assets 7 , : $ 777,183
Liabilities
Current Liabilities
Accounts payable and accrued expenses $ 6,140
Due to Developer 197,165
Customer deposits 12,049
Accrued interest payable 135,572
Total Liabilities 350,928
Net Assets
Invested in capital assets, net of related debt 388,102
Unrestricted 38,155
Total Net Assets $ 426,257

See accompanying notes.

-15 -




Bay Creek Community Development District
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
IRRIGATION SYSTEM FUND
For the Year Ended September 30, 2006

Revenues
irrigation revenues $ 82,809
Expenses
Professional fees : 15,617
Administrative services : ' 20,484
Field management 6,631
Irrigation services \ 92,502
Depreciation and amortization ‘ 7,659
" Total Expenses ‘ 142,893
Operating loss (60,084)
Non-operating Revenues (Expenses) ,
Interest expense (14,229)
Interest earnings 18,562
Total Non-operating Revenues (Expenses) 4,333
Net loss ' (55,751)
Net Assets - October 1, 2005 482,008
Net Assets - September 30, 2006 $ o 426257

See accompanying notes.
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Bay Creek Comtﬁunity Development District
STATEMENT OF CASH FLOWS ~
IRRIGATION SYSTEM FUND
For the Year Ended September 30, 2006

Cash Flows From Operating Activities

Cash received from customers $ 81,589
Cash paid to suppliers (131,468)
(3,094)

Cash paid to employee_s
Net cash used by operating activities

Cash Flows From Capital and Related
Financing Activities:

Investment in capital assets (20,486)
Cash Flows From Investing Activities
Interest income received 18,150
Net decrease in cash and cash equivalents (55,309)
Cash and cash equivalents, beginning of year 439,000
Cash and cash equivalents, end of year $ 383,691
Recdnciliation of Net Operating Income to Net
Cash Used By Operating Activities
Cash Flows From Operating Activities:
Operating loss - " (60,084)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization 7,659
Changes in assets and liabilities
Increase in accounts receivable (1,255)
Increase in deposits 35
Increase in accounts payable 672
Total Adjustments 7,111
Net Cash Used By Operating Activities $ (52,973)
Cash and Equivalents Classified As: »
Current assets $ 371842
Restricted assets 12,049
Cash and cash equivalents, end of year $ 383,691

See accompanying notes.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Bay Creek Community Development District (the District) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The District's more significant accounting policies are described below.

1.

Reporting Entity

The District was established on November 7, 1993 by the Lee County Board of County
Commissioners pursuant to Lee County Ordinance Number 93-33 and the provisions of
Chapter 190.005 of the Florida Statutes. The District was established for the purpose of
financing and managing the planning, acquisition, construction, maintenance and
operation or funding of a portion of the public capital infrastructure necessary for
community development. The District is governed by a five-member Board of
Supervisors, who are elected on a rotating basis for four year terms.

As required by GAAP, these financial statements present the Bay Creek Community
Development District (the primary government), as a stand-alone government. The
reporting entity for the District includes all functions of government in which the District’s
Board exercises oversight responsibility including, but not limited to, financial
interdependency,  selection of governing authority, designation of management,
significant ability to influence operations and accountability for fiscal matters.

Based upon the application of the above-mentioned criteria as set forth in Governmental

Accounting Standards Board Statement Number 14, The Financial Reporting Entity, the
District has identified no component units.

Measurement Focus and Basis of Accounting
The basic financial statements of the District are composed of the following:
¢ Government-wide financial statements
e Fund financial statements
¢ Notes to financial statements
a. Government-wide Financial Statements
Government-wide financial statements report all non-fiduciary information about the
reporting government as a whole. These statements inciude separate coiumns for

the governmental and business-type activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006
NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2. Measurement Focus and Basis of Accounting (Continued)

a. Government-wide Financial Statements (Continued)

Governmental activities normally are supported by special assessments and interest,
and are reported separately from business-type activities. Program revenues include
charges for services, special assessments and payments made by parties outside of
the reporting government's citizenry if that money is restricted to a particular
program. Program revenues are netted with program expenses in the statement of
activities to present the net cost of each program.

Amounts paid to acquire capital assets are capitalized as assets, rather than
reported as an expenditure. Proceeds of long-term debt are recorded as liabilities in
the government-wide financial statements, rather than as an other financing source.

Amounts paid to reduce Iong-tefnﬁ indebtedness of thé reporting government are
reported as a reduction of the related liability, rather than as an expenditure.

. Fund Financial Statements

The underlying accounting system of the District is organized and operated on the
basis of separate funds, each of which is considered to be a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues and
expenditures or expenses, as appropriate. Governmental resources are allocated to
and accounted for in individual funds based upon the purposes for which they are to
be spent and the means by which spending activities are controlled.

Fund financial statements for the primary government's governmental funds are
" presented afterthe government-wide financial statements. These statements display
_information about major funds individually.

Governmental Funds

When both restricted and unrestricted resources are combined in a fund, qualified
expenses are considered to be paid first from restricted resources, and then from
unrestricted resources. Governmental fund financial statements are reported using
the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are considered to be available when they are collected within
the current period or soon thereafter to pay liabilities of the current period. For this
purpose, the District considers revenues to be available if they are collected within
60 days of the end of the current fiscal period.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

2. Measurement Focus and Basis of Accounting (Continued)

b. Fund Financial Statements (Continued)

Governmental Funds (Continued)

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting.

Under the current financial resources measurement focus, only current assets and
current liabilities are generally included on the balance sheet. The reported fund
balance is considered to be a measure of “available spendable resources’.
Governmental fund operating statements present increases (revenues and other
financing sources) and decreases (expenditures and other financing uses) in net
current assets. - Accordingly, they are said to- present-a summary of- sources-and -
uses of “available spendable resources” during a period.

Because of their spending measurement focus, expenditure recognition for
governmental fund types excludes amounts represented by non-current liabilities.
Since they do not affect net current assets, such long-term amounts are not
recognized as governmental fund type expenditures or fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the
year that resources were expended, rather than as fund assets. The proceeds of
long-term debt are recorded as an other financing source rather than as a fund
liability.

Debt service expenditures, as well as expenditures related to compensated
absences, are recorded only when payment is due.

Enterprise Funds

In the fund financial statements, the enterprise fund is presented using the accrual
basis of accounting. Revenues are recognized when they are earned and expenses
are recognized when the related goods or services are delivered. In the fund
financial statements, enterprise funds are presented using the economic resources
measurement focus. This means that all assets and all liabilities (whether current or
non-current) associated with their activity are included on their balance sheets.
Enterprise fund type operating statements present increases (revenues) and
decreases (expenses) in total net assets. The District applies all GASB
pronouncements as well as all FASB Statements and Interpretations, APB Opinions
and Accounting Research Bulletins, issued on or before November 30, 1989, which
do not conflict with, or contradict, GASB pronouncements.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2. Measurement Focus and Basis of Accounting (Continued)

b. Fund Financial Statements (Continued)

Enterprise Funds (Continued)

Enterprise fund operating revenues, such as charges for services, result from
exchange transactions associated with the principal activity of the fund. Exchange
transactions are those in which each party receives and gives up essentially equal
values. Non-operating revenues, such as investment earnings, result from non-
exchange transactions or ancillary activities. Amounts paid to acquire capital assets
are capitalized as assets in the fund financial statements, rather than reported as
expenditures. Proceeds of long-term debt are recorded as a liability in the fund
financial statements, rather than as other financing sources. , ,

Amounts paid to reduce long-term indebtedness are reported as a reduction of the
related liabilities, rather than as an expense.

3. Basis of Presentation

a. Governmental Major Funds

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

1996 Debt Service Fund — Accounts for debt service requirements to retire the
special assessment bonds which were used to finance the construction of District
infrastructure improvements. The bond series is secured by a pledge of all available
special assessment revenues in any fiscal year related to the improvements and a
first lien on the special assessment revenues from the District's lien on all acreage of
benefited land.

Uninsured Assets Fund — The Uninsured Assets Fund accounts for construction and
replacement of infrastructure improvements within the boundaries of the District.

. Enterprise Major Fund

irrigation Fund — The frrigation Fund accounts for the operations of the irrigation
system, which, are funded by proceeds from operations of these facilities, including
user fees, meter fees and connection fees.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006
NOTE A —~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3. Basis of Presentation (Continued)

¢. Non-current Governmental Assets/Liabilities

GASB Statement 34 requires that non-current governmental assets, such as land
and improvements, buildings and improvements, infrastructure and equipment and
non-current governmental liabilities, such as general obligation bonds, due to
developer and accrued compensated absences be reported in the governmental or
business-type activities column in the government-wide Statement of Net Assets.

4. Assets, Liabilities, and Net Assets or Equity

a. Cash and Investments

Florida Statutes require state and local governmental units to deposit monies with
financial institutions classified as "Qualified Public Depositories," a multiple financial
institution pool whereby groups of securities pledged by the various financial
institutions provide common collateral from their deposits of public funds. This pool
is provided as additional insurance to the federal depository insurance and allows for
additional assessments against the member institutions, providing full insurance for
public deposits.

The District is authorized to invest in those financial instruments as established by
Section 218.415, Florida Statutes. The authorized investments consist of:

1. Negotiable direct or indirect obligations which are secured by the United
States Government;
2. The Local Government Surplus Funds Trust as created by Section 218.415,

Florida Statutes;

3. Interest-bearing time deposits or savings accounts in authorized financial
institutions;

4. Obligations guaranteed by the Government National Mortgage Association or
similarly structured and secured associations or corporations.

For purposes of the Statement of Cash Flows, cash equivalents include time
deposits, certificates of deposit and all highly liquid debt instruments with original
maturities of three months or less.

. Receivables and Payables
Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as “due to/from other funds”.

Any residual balances outstanding between the governmental activites and
business-type activities are reported as “internal balances”.
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Bay Creek Community Development District
NOTES TO FINANCIAL STATEMENTS
September 30, 2006

)
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4. Assets, Liabilities, and Net Assets or Equity (Continued)

c. Restricted Assets

Certain net assets of the District are classified as restricted assets on the Statement
of Net Assets because their use is limited either by law through constitutional
provisions or enabling legislation; or by restrictions imposed externally by creditors.
In a fund with both restricted and unrestricted assets, qualified expenses are
considered to be paid first from restricted net assets and then from unrestricted net
assets.

. Capital Assets

Capital assets, which include land and improvements, buildings and improvements,
infrastructure and equipment are reported in the applicable governmental or
business-type activities column.

The District defines capital assets as assets with an initial, individual cost of $750 or
more and an estimated useful life in excess of one year. The valuation basis for all
assets is historical cost.

The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend its useful life are not capitalized.

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

Depreciation of capital assets is computed and recorded by utilizing the straight-line
method. Estimated useful lives of the various classes of depreciable capital assets
are as follows:

Buildings and improvements 7-39 years
Infrastructure 20-40 years
Equipment 5-10 years

. Capitalization of Interest

Interest costs related to bond issues are capitalized during the construction period.
These costs are netted against applicable interest earnings on construction fund
investments. During the current period, the District did not have any capitalized
interest.
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