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Sanibel Lighthouse Sunrise Silhouette

The Sanibel Island lighthouse was the first lighthouse on Florida's Gulf coast north of
Key West and the Dry Tortugas. It is located on the eastern tip of Sanibel Island, and
was built to mark the entrance to San Carlos Bay for ships calling at the port of Punta
Rassa, across San Carlos Bay from Sanibel Island.

Residents of Sanibel Island first petitioned for a lighthouse in 1833, but no action was
taken. In 1856 the Lighthouse Board recommended a lighthouse on Sanibel Island,
but Congress took no action. In 1877 government workers surveyed the eastern end
of the island and reserved it for a lighthouse. Congress finally appropriated funds for a
lighthouse in 1883. The foundation for the new lighthouse was completed in early
1884, but the ship bringing ironwork for the tower sank two miles from Sanibel Island.
A crew of hard-hat divers from Key West recovered all but two of the pieces for the
tower.

Punta Rassa became an important port in the 1830s and remained so up to the Span-
ish-American War. It was primarily used to ship cattle from Florida to Cuba. Until the
railroads reached the area in the 1880s, ranchers drove their cattle from open ranges
in central Florida to Punta Rassa for shipment to Cuba.

The lighthouse was placed on the National Register of Historic Places in 1974. The
Department of Interior Bureau of Land Management turned the property over to the
City of Sanibel in a ceremony on April, 21, 2010. The lighthouse is still in use and
managed by the United States Coast Guard.

Aerial View of Lighthouse Property

Photographs by
David Meardon Photography
www.sanibelphoto.com
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INTRODUCTORY SECTION

This section contains the following subsections:
Letter of Transmittal
Certificate of Achievement for Excellence in Financial Reporting
City of Sanibel Organizational Chart

List of City Elected and Appointed Officials
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March 7, 2011

Honorable Mayor and

Members of City Council
CITY OF SANIBEL, FLORIDA
Sanibel, Florida

The Comprehensive Annual Financial Report of the City of Sanibel, Florida, (the
“City”) for the fiscal year ended September 30, 2010 is respectfully submitted.
Chapter 218.39, Florida Statutes, and the City charter require that a complete set
of financial statements be published within one year of the fiscal year end, be
presented in conformance with accounting principles generally accepted in the
United States of America (GAAP) and audited in accordance with auditing
standards generally accepted in the United States of America by licensed
independent certified public accountants.

City of Sanibel

800 Dunlop Road This report consists of management’s representations concerning t.he.finances of
Sanibel, Florida the City. Consequ_enﬂ_y, management assumes full respen3|t_>|l|ty for the

33957-4096 completeness and rellabll!ty of all o.f the information preeented in this report. To
provide a reasonable basis for making these representations, management of the
City has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft or misuse, and to compile
sufficient, reliable information for the preparation of the City’s financial statements
in conformity with GAAP. Because the cost of internal controls should not outweigh

www.mysanibel.com

AREA CODE — 239 their benefits, the City’'s comprehensive framework of internal controls has been
Y COUNGIL iroa1ss designed to provide reasonable rather than absolute assurance that the financial
ADMINISTRATIVE 472-3700 statements will be free from material misstatement. As management, we assert
EVEReENCY 7245 1 that, to the best of our knowledge and belief, this financial report is complete and
MANAGEMENT P reliable in all material respects.
LEGAL 472-4359
NATWRALRESOURCES 4722799 | The City of Sanibel’s financial statements have been audited by LarsonAllen, LLP a
PLANNING pitwers Iicen_sed certified public accounting firm.. The independent audit was performed to
PUBLIC WORKS 728307 provide reasonable assurance that the financial statements of the City for the fiscal

year ended September 30, 2010 are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting
principles used and significant estimates made by management and evaluating the
overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was a reasonable basis for rendering an
unqualified (“clean”) opinion that the City’s financial statements for the fiscal year
ended September 30, 2010 are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial
section of this report.

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



http://www.mysanibel.com/

CITY PROFILE

The City of Sanibel incorporated on November 5, 1974. The City is located on Sanibel Island, a
barrier island in the Gulf of Mexico off the coast of southwest Florida in Lee County. The City is
connected to the mainland by a three-mile causeway owned and operated by Lee County. The
City operates under the council-manager form of government. Policy-making and legislative
authority is vested in a governing council consisting of five (5) non-partisan members elected at-
large in staggered four (4) year terms. One council member is selected annually from among the
five council members to serve as mayor.

The City Council is responsible for adopting ordinances and resolutions, adopting the annual
budget, appointing the planning commission and advisory committees and hiring the City
Manager and City Attorney. The City Manager is responsible for administering policies and
ordinances of the City Council, overseeing the day-to-day operations of the City and appointing
the heads of the various City departments, the chief of police and city clerk.

The City Council is required to adopt a final budget no later than the close of the fiscal year. The
annual budget serves as the foundation for the City’s financial planning and control. The budget
is prepared by fund, function (e.g. public safety) and department (e.g. police). The City Manager
may authorize appropriation transfers within departments of the general fund and within the fund
as a whole for all other funds. The transfers are requested by the relevant department director.
The transfers are reviewed and processed by Finance staff and approved by the City Manager as
required by administrative policy. Any other revisions require approval by City Council.

The City provides a comprehensive range of municipal services including general government,
public safety (police protection, emergency management and building inspection), planning,
natural resource management, sewer utility services including reclaimed water, transportation,
(road, bridge and multi-use path construction and maintenance) and culture/recreation activities.

Fire and library services are provided by independent taxing districts, electric service is provided
by a cooperative and water service is provided by a non-profit. Private, not-for-profit
organizations also provide additional community services including a below market rate housing
program, a historical village and museum and a cultural arts center.

The Comprehensive Annual Financial Report includes all funds of the City of Sanibel and its
component unit. The City as the primary government includes Community Housing and
Resources, Inc. (CHR) as a component unit using the discrete method of presentation
determined pursuant to Government Accounting Standards Board (GASB) Statement No. 14, as
amended, criteria. CHR is under contract with the City to administer the City’s below market rate
housing program. Although the board of CHR is not selected by the City Council, CHR s fiscally
dependent upon the City in that there is a financial obligation by the City and the nature and
significance of the relationship between the City and CHR is such that excluding CHR from the
City’s financial statements would be misleading and incomplete.

ECONOMIC CONDITION AND OUTLOOK

Sanibel is a world class visitor destination with a mild winter climate, 15.5 miles of white sandy
beaches that are habitat for numerous endangered and threatened species, 22.85 miles of paved
shared use paths and numerous eco-tourist opportunities. Sixty-seven percent of the island’s
land area is located within the J.N. Ding Darling National Wildlife Refuge; other designated
conservation land brings Sanibel’s total of land under conservation to 70 percent. The island is a
world-renowned location for birding and shelling. Protection of the island’s natural environment is
the paramount priority of the City of Sanibel and residents as evidenced in the City’'s vision
statement;

“Sanibel is and shall remain a barrier island sanctuary, one in which a
diverse population lives in harmony with the island’s wildlife and natural
habitats.”



Lee County’s estimated population as of April 1, 2010 was 613,546, According to the Lee
County Visitor and Convention Bureau (VCB) tourism employs one out of every five people here
in Lee County. Based upon statistics collected by the VCB Lee County receives approximately
five million visitors a year that generate approximately $3 billion dollars in economic impact.

Sanibel Island (estimated population as of April 1, 2010 was 6,211%") is a major component of the
region’s tourism industry. According to the VCB the top attributes visitors considered in selecting
Lee County during December 2010 were warm weather, white sandy beaches, and peaceful
relaxing location. These describe Sanibel perfectly.

According to VCB'’s statistics, calendar year 2010 total visitation showed modest growth from
calendar year 2009 (+2.3%), with paid accommodations visitation up nearly 5 percent and visiting
friends/relatives visitation essentially flat (-0.1%). For the 2010 calendar year, estimated total
expenditures were down 5.4 percent over 2009. The average per person per day expenditures
decreased from $120.08 in 2009 to $117.73 in 2010 (-2.0%).

The seasonal fluctuations of visitors and the resident population require constant attention from
City employees to ensure City functions operate smoothly. Causeway traffic and the number of
visitors to the chamber of commerce show the seasonality that affects all Sanibel activities.

The number of visitors to the Sanibel-Captiva Chamber of Commerce’s visitor center is shown in
the following table:

Visitors*
Month 2006 2007 2008 2009 2010
January 14.4 14.1 17.2 21.3 18.7
February 18.0 17.5 25.1 27.7 24.3
March 18.7 19.8 26.6 28.5 26.7
April 14.8 15.3 20.2 22.2 18.3
May 104 9.7 13.2 13.5 13.1
June 9.6 10.0 12.8 13.3 11.0
July 9.3 11.0 15.3 155 12.7
August 7.1 8.8 11.3 12.5 10.1
September 5.1 6.2 7.2 7.7 7.4
October 7.0 8.2 10.6 10.7 10.1
November 8.7 9.8 13.5 12.6 11.2
December 9.3 12.1 15.0 14.0 12.0
Totals 132.4 142.5 188.0 199.5 175.6

*Thousands of individuals visiting the Sanibel and Captiva Chamber of Commerce visitor center
Source: Sanibel-Captiva Chamber of Commerce

Balance of page left blank intentionally

@ Source for Lee County and Sanibel Population Estimates: Bureau of Economic and Business Research,
University of Florida.




The chart below demonstrates the vehicular traffic’'s seasonal fluctuations:

Annual Sanibel Causeway Vehicular Counts
2000-2010
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According to the Lee County Toll System’s traffic reports total annual cumulative vehicular count
to the island has not exceeded 3 million since 2004. The total annual cumulative count is down
by 16.6% from the 2001 peak year (3,460,437 in 2001; 2,886,605 in 2010).

Annual Sanibel Causeway Vehicular Counts

1996-2010

Historically, real estate has also been one of Lee County’s economic drivers. Lee ranked fourth
(4”‘) in absolute state population growth between 2000 and 2007. However, the steep housing
decline that began in 2007 hit Lee County particularly hard and caused county-wide growth to
slow. The Lee County communities of Cape Coral and Lehigh Acres, which experienced some of
the most dramatic national increases in home sales from 2004 to 2006, also experienced some of
the greatest number of foreclosures from 2007-2009.
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On Sanibel, the number of sale closings and total sales volume for residential units and
condominium units declined between 2006 and 2009, as illustrated in the following charts (data
source: the Sanibel and Captiva Islands Association of Realtors Multiple Listing Service). In 2010
the number of residential closings continued to decline from 144 units in 2009 to 124 units in
2010 while condominium closings increased from 86 units in 2009 to 119 units in 2010.
Inversely, the average sales price for residential homes increased from $755,003 in 2009 to
$775,805 in 2010 while the average sales price for condominiums declined from $670,489 in
2009 to $609,810 in 2010.

Source of Data: Multiple Listing Service (MLS)

City of Sanibel
Residential - Total Number of Sales Closed and Total Sales Volume
Calendar Years 2004-2010
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Sanibel’s property values peaked in 2007 before beginning declines of 5.6 percent in 2008, 7.9
percent in 2009 and 6.8 percent in 2010.

City of Sanibel
Assessed Value of Taxable Property

Total Taxable Assessed Value 2000-2010
(Calendar Year)
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Between 2004 and 2009 Sanibel experienced a decrease in single family home starts from 37 in
2004 to 10 in 2009. Fifteen (15) permits were issued In 2010. The average value for new home
permits decreased from $927,561 in 2008 to $690,676 in 2010. In addition to the economy’s
impact on real estate, the City’'s decrease in housing starts is also attributable to availability of
vacant property. Being an island, the City is approaching build out.

City of Sanibel
Single Family Building Permits Issued
2004-2010
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*Chart Source: City of Sanibel Building Department

The building permit department is experiencing increased activity. The total value of permits for
commercial properties located on Periwinkle Way, the City’s business district, has increased from
$251,567 in 2009 to $568,690 in 2010. Total number of permits issued have increased 9.55%
from 2009 to 2010 (2,200 to 2,410 respectively) and the number of inspections have increased by
12.05% from 5,849 in 2009 to 6,554 in 2010.

City revenue receipts that are impacted by the general economic health of the State of Florida
include gas taxes, communication services taxes, state sales tax and state revenue sharing. City
operating expenditures were proactively reduced in 2009 and 2010 out of concern for these
shared revenues. Due to the City's conservative budget approach these revenue sources’ actual
2010 receipts were slightly higher than budgeted.

Vi



In 2010 the City reduced the number of full-time employees through attrition from 125 to 120 to
reduce fixed operating costs. Between 2006 and 2010 the City’s full-time work force was reduced
as shown below.

Personnel Reduction
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The City’s financial operations are managed with recurring general fund operating surpluses
contributing to historically strong cash and general fund balance positions. This trend continued
in 2010 by reducing operating expenditures in anticipation of declining revenues. At year end the
City’s general fund’'s unassigned fund balance of $8.222 million was equal to 84.1 percent of
general fund operating expenditures.

LONG-TERM FINANCIAL PLANNING

On September 30, 2010, unassigned fund balance available to Council in the general fund (84.1
percent of general fund operating expenditures) falls within the fund balance policy guidelines set
by the Council for budgetary and planning purposes (i.e., 17 percent of general fund operating
expenditures). If the general fund’s unassigned fund balance falls below the acceptable level, the
City shall take action necessary to restore the unassigned fund balance to acceptable levels
within two years.

Effective in 2011, City Council significantly modified the General Employees’ Defined Benefit
Pension Plan to assure the plan’s sustainability and to reduce future long-term pension costs. In
addition, current employees were provided the option to make an irrevocable election to opt out of
the defined benefit plan and to participate in a defined contribution plan. New hires will receive
the same option.

In their 2011 session, the Florida Legislature is considering making the existing cap on state
revenues more stringent potentially affecting grants and shared revenues local governments
receive from the state. In addition, a property tax reform proposal would establish an additional
exemption for “first time homesteaders” and reduce the current cap on non-homestead tax
assessments from 10 percent to 3 percent. The City is closely monitoring these proposals and
their potential impact and limitations to Florida municipalities.

The City’s priority is to maintain Sanibel as a world-class, safe, clean, environmentally and fiscally
sound municipality. Despite the continued economic downturn, Sanibel has maintained its strong
financial position through prudent long-term financial planning and fiscal actions to reduce or
contain fixed costs. The City is currently operating under the assumption that the current
economic decline has yet to reach bottom. Council recognizes that as a barrier island in the sub-
tropics, the City remains vulnerable to natural events such as tropical storms and hurricanes. In
response to the City’s natural vulnerabilities from nature and man, Council committed $4.5 million
for a disaster reserve and $1.3 million for an environmental initiative reserve.

vii



The City continues to evaluate and implement user fees as part of its efforts for long-term
sustainability. In the 2011 budget all City fees were held flat with the exception of an increase in
the recreation center's member guest rates. In 2011 the City will update its sewer rate feasibility
study.

In 2010 the City finalized its acquisition of 44.77 acres, more or less, including the Sanibel
lighthouse, two cottages and other buildings for the special pricing schedule of $10 per acre from
the United States of America, Bureau of Land Management. The total purchase price was
$447.70 with a fair value of $1,523,799. The property must be used for public park or
recreational purposes. The lighthouse is still in use and managed by the United States Coast
Guard.

The City Council takes the responsibility of being stewards of the public’'s funds very seriously.
Responsible management of public funds has enabled the City to build general fund reserves at
an amount above the minimum established policy levels, leaving our City in a solid financial
position.

RELEVANT FINANCIAL POLICIES

Budgetary control is established by Section 3.12 of the City Charter, which requires the adoption
of an annual budget and Section 3.13, which provides for supplemental amendments to increase,
decrease or transfer funds within the annual budget framework. Budgetary control throughout the
fiscal year is maintained through monitoring encumbrances of estimated purchase amounts.
Encumbrances for goods or services not received by fiscal year-end lapse and must be re-
budgeted in the following year.

Further downward trends in the state and/or local economy will adversely impact the City’s ability
to realize its historical levels of revenues. Therefore quarterly monitoring and conservative
budgeting should mitigate any unforeseen circumstances. Complementing this practice is one in
which certain expenses/expenditures are frozen and not released for use until it is clear that
revenues will be at projected levels.

The City has an investment policy in place which places a priority on the safety of principal and
liquidity. The policy incorporates the principles of limiting investment risk, maintaining adequate
liquidity and flexibility to meet both scheduled and unscheduled obligations and lastly, maximizing
returns.

The City does not issue debt, long or short term, to finance operational costs. The City does not
have a maximum debt limit. Debt terms are matched with the life of the asset being financed. All
debt service requirements are fully funded each year.

The City should maintain unassigned fund balance in accordance with established fund balance
policy of 17 percent of general fund operating expenditures.

The budget continues to reserve significant taxing capacity for future needs and avoids one-time
revenue sources to fund ongoing City services.

MAJOR INITIATIVES

The City will continue to provide quality services to the Sanibel community. The following major
initiatives are planned:

e Sustain a diverse housing stock through redevelopment regulations for resort housing
while ensuring protection of the island’s unique natural system by developing a decisional
framework based upon best land use practices, developing special site and design
criterion applicable to resort properties, and developing provisions for relocation and
restoration of nonconforming resort structures that are currently located within the Gulf
Beach Zone;
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e Continuation of efforts at the federal, state, regional and local levels through education,
political and legal methods to improve Sanibel's water quality by reducing urban
development nutrient releases into the Caloosahatchee River;

e Continuation of Phase IV (final phase) of the sewer expansion project. The final phase is
scheduled to begin in fiscal year 2011. Construction cost for FY11 is estimated at
$1,100,000;

¢ Invest in new governmental software to be used by finance, building, utilities, code
enforcement and planning for increased efficiencies for the public and staff;

e Continue the exotic plant eradication program.
AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Sanibel for its
comprehensive annual financial report for the fiscal year ended September 30, 2009. This was
the twenty-fourth (24th) consecutive year that the City has achieved this prestigious award. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement

Program’s requirement and we are submitting it to the GFOA to determine its eligibility for another
certificate.

In addition, the government also received the GFOA’s Distinguished Budget Presentation Award
for its annual budget document for the fiscal year beginning October 1, 2009. In order to qualify
for the Distinguished Budget Presentation Award, the government’s budget document had to be
judged proficient as a policy document, a financial plan, an operations guide, and a
communications device.

A comprehensive financial report of this nature could not have been prepared without the
dedicated efforts of the finance department staff. We would like to express our sincere
appreciation to this staff for their noteworthy accomplishments in the completion of this endeavor.

Finally, our sincere appreciation is extended to our external auditors, LarsonAllen LLP for their
assistance and to the Mayor and City Council for the vital role they have played in enabling the
City to remain fiscally responsible to the taxpayers of Sanibel.

ylvia A. Edwards
Finance Director

Respectfully submitted,
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INDEPENDENT AUDITORS' REPORT

Honorable Mayor and City Council
City of Sanibel, Florida
Sanibel, Florida

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of Sanibel,
Florida (the "City") as of and for the year ended September 30, 2010, which, together with the
aggregate discretely presented component unit, collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
City's management. Our responsibility is to express opinions on these financial statements based on
our audit. We did not audit the financial statements of Community Housing and Resources, Inc., a
component unit. Those financial statements were audited by other auditors whose report has been
furnished to us, and our opinion on the financial statements, insofar as it relates to the amounts
included for Community Housing and Resources, Inc., is based solely on the report of the other
auditors.

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
opinions.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the discretely presented component unit, each major fund and
the aggregate remaining fund information of the City of Sanibel, Florida as of September 30, 2010, and
the respective changes in financial position and, where applicable, cash flows thereof, for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 16 to the basic financial statements, the City adopted the provisions of
Government Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions for the year ended September 30, 2010. Adoption of the
provisions of this statement results in significant changes to the classifications and components of fund
balances.

An independent member of Nexia International

INTERNATIONAL



Honorable Mayor and City Council
City of Sanibel, Florida

In accordance with Government Auditing Standards, we have also issued our report dated March 1,
2011, on our consideration of the City's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

The management’s discussion and analysis (MD&A) on pages 3 through 20, the budgetary comparison
information on pages 86 and 87, and the schedules of funding progress and schedules of funding
progress on pages 88 through 90, are not a required part of the basic financial statements, but are
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City's basic financial statements. The introductory section, the combining
financial statements and schedules, and the statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining financial
statements and schedules have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole. The introductory section and statistical section have not
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

LaraonAllon LLP

LarsonAllen LLP
Fort Myers, Florida
March 1, 2011
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MANAGEMENT'S DISCUSSION AND ANALYSIS
(Unaudited)

Discussion and analysis of the City of Sanibel's financial statements is intended to provide a narrative
introduction to the basic financial statements and an analytical overview of the City's financial
activities for the fiscal year ended September 30, 2010.

FINANCIAL HIGHLIGHTS

O At the close of fiscal year 2010, the City of Sanibel's assets exceeded its liabilities by
$94.324 million (net assets). Governmental and business-type assets exceeded
liabilities by $61.862 million and $32.462 million, respectively.

O The City's total net assets increased by $3.094 million, or 3.4%, in comparison to the
prior year. Unrestricted net assets, which may be used to meet the government’s
ongoing obligations to citizens and creditors increased by $2.683 million, or 12.4%.

O The City's governmental activities reported total net assets of $61.862 million, which is an
increase of $2.153 million, or 3.6%, in comparison to the prior year. Approximately
34.9% of the total, or $21.568 million, is unrestricted.

O The City's business-type activities reported total net assets of $32.462 million, which is
an increase of $941,817, or 3.0%, in comparison to the prior year. Approximately 8.6%
of the total, or $2.792 million, is unrestricted.

O The City's long-term liabilities decreased by $6.108 million during the current fiscal year.
In addition to the required annual debt service payments the City prepaid an additional
$3.044 million in debt, $2.600 million governmental debt and $444,520 sewer debt.

O At the close of the current fiscal year, the City’s governmental funds reported a combined
ending fund balance of $23.645 million, a decrease of $1.259 million, or 5.1%, from the
2009 ending fund balance of $24.904 million.

O At the end of the current fiscal year, fund balance for the general fund was $16.392
million. Of this balance $4.5 million has been committed for the disaster reserve, $1.3
million committed for the environmental initiative reserve, $315,000 committed for the
insurance deductible reserve, and $275,000 assigned for the contingency reserve. In
addition $1.78 million is nonspendable which consists of long-term loan to other funds
$1.75 million, $9,657 for inventories and $20,393 for prepaid expenses. Approximately
$8.222 million (34.8%) is available for spending at the government's discretion
(unassigned fund balance).

O At the end of the current fiscal year, unassigned fund balance for the general fund was
approximately $8.222 million or 52.2% of the general fund’s total expenditures ($9.776
million) plus other financing uses ($5.972 million).

OVERVIEW OF THE FINANCIAL STATEMENTS

The City’s basic financial statements provide information on both the City as a whole (government-
wide) and on the major individual funds. Both perspectives (government-wide and major fund) allow
the user to address relevant questions, broaden a basis for comparison (year-to-year or government-
to-government) and enhance the City’s accountability.

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements, which are comprised of three components: 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements.



Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City’s finances, in a manner similar to a private-sector business. The focus is on “activities”,
rather than “fund types”. All information is presented utilizing the economic resource measurement
focus and the accrual basis of accounting. This method matches revenues and expenses to the
period in which the revenue is earned and the expense attributed.

The Statement of Net Assets presents information on all of the City’'s assets and liabilities, with the
difference between the two reported as net assets. The focus of the Statement of Net Assets (the
“unrestricted net assets”) is designed to be similar to bottom line results for private sector companies.
This statement combines and consolidates governmental fund current resources (short-term
spendable resources) with capital assets and long-term obligations. (See page 22).

The Statement of Activities presents information showing how the City’s net assets changed during
the most recent fiscal year, focusing on both the gross and net costs of various activities,
governmental and business-type, that are supported by the government's general tax and other
revenues. This is intended to summarize and simplify the user’s analysis of the cost of various
governmental services and/or subsidy from various business-type activities. (See page 23).

Each of these government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general
government, public safety, transportation, physical environment, economic environment, human
services, and culture and recreation. The business-type activities of the City consist of the sewer
system enterprise fund and the beach parking enterprise fund.

Component units are other governmental units over which the City (the City Council, acting as a
group) can exercise influence and/or may be obligated to provide financial subsidy. Discretely-
presented component units (Community Housing & Resources, Inc.) are presented as a separate
column in the government-wide statements. Blended component units are presented as part of the
primary government activities. The City has no blended component units to report. Community
Housing & Resources, Inc., a legally separate organization, issued separate audited financial
statements for the year ended September 30, 2010.

The government-wide financial statements can be found on pages 22-23 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over the resources that have
been segregated for specific activities or objectives. The City, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
All of the funds of the City can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds. Traditional users of governmental financial statements will find the fund
financial statement presentation more familiar.

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 the City’s near-
term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar



information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the City’s near-term financing
decisions. Both the governmental fund Balance Sheet and the governmental fund Statement of
Revenues, Expenditures and Changes in Fund Balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City maintains forty individual governmental funds. Information is presented separately in the
governmental fund Balance Sheet and in the governmental fund Statement of Revenues,
Expenditures and Changes in Fund Balances, for the general fund and transportation fund which are
considered to be major funds. Data from the other thirty-eight nonmajor governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements and schedules immediately
following the required supplementary information and can be found on pages 96-145 of this report.

The City adopts an annual appropriated budget for its general fund, as well as the other thirty-nine
governmental funds. Budgetary comparison schedules are required only for the general fund and
major special revenue funds. A budgetary comparison schedule has been provided for the general
fund and for the transportation fund to demonstrate compliance with the budget, immediately
following the notes to the financial statements. (See page 86-87).

The basic governmental fund financial statements can be found on pages 24-27 of this report.

Proprietary funds. The City maintains only one of the two proprietary fund types. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses an enterprise fund to account for its sewer system utility fund and
beach parking fund. Internal service funds are an accounting device used to accumulate and allocate
costs internally among a government’s various functions. The City does not utilize internal service
funds.

Fees or charges are the primary revenue source for the proprietary funds. Sanibel's sewer system
enterprise fund also receives tax revenue from a voter-approved tax levy to pay debt service related
to the sewer capital expansion projects.

The proprietary fund statements provide the same type of information as the business-type activities
in the government-wide financial statements, only in a different format.

The basic proprietary fund financial statements can be found on pages 28-33 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the City. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds. Individual fund data
for the fiduciary funds is provided in the form of combining statements and can be found on pages
146-147 of this report.

The basic fiduciary fund financial statements can be found on pages 34-35 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.

The notes to the financial statements can be found on pages 37-83 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City's progress in funding its
obligation to provide pension benefits and other post-employment benefits to its employees and
schedules showing budget-to-actual data for the general fund and the transportation fund. Required
supplementary information can be found on pages 86-90 of this report.



GOVERNMENT-WIDE FINANCIAL STATEMENT ANALYSIS
Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $94.324 million.

The City's combined net assets as of September 30, 2010 were $94,323,549. The 2010 increase to
city-wide net assets was $3,094,452. The City's combined revenues, including contributions, grants,
charges for services, taxes and other general revenues were $29,140,757. Total expenses city-wide
were $26,046,305.

The following table reflects the condensed Statement of Net Assets found on page 22 of this report
for the current year with comparative information for fiscal year 2009:

Statement of Net Assets (Summary)
as of September 30, 2010 and 2009

Governmental Activities Business-Type Activities Total Primary Government
2010 | 2009 2010 | 2009 2010 | 2009

Current and other assets $ 25,930,569 $ 26,741,907 $ 15,109,874 $ 15,191,211 $ 41,040,443 $ 41,933,118
Capital assets, net of

depreciation 49,238,735 48,894,394 54,366,558 56,314,071 103,605,293 105,208,465
Total assets 75,169,304 75,636,301 69,476,432 71,505,282 144,645,736 147,141,583
Current and other liabilities 1,906,919 1,312,465 543,696 620,457 2,450,615 1,932,922
Long-term liabilities 11,400,540 14,614,626 36,471,032 39,364,938 47,871,572 53,979,564
Total liabilities 13,307,459 15,927,091 37,014,728 39,985,395 50,322,187 55,912,486
Net assets:

Invested in capital assets, net

of related debt 38,368,735 35,796,393 17,991,148 17,037,477 56,359,883 52,833,870
Restricted 1,924,988 4,045,391 11,678,522 12,672,286 13,603,510 16,717,677
Unrestricted 21,568,122 19,867,426 2,792,034 1,810,124 24,360,156 21,677,550
Total net assets $ 61,861,845 $ 59,709,210 $ 32,461,704 $ 31,519,887 $ 94,323,549 $ 91,229,097

By far, the largest portion of the City’s net assets (59.8%) reflect its investment in capital assets (such
as land, buildings, parks, roads, bridges, machinery and equipment) less any related outstanding
debt used to acquire those assets. The 59.8% of the City's total net assets compares to 57.9% at
September 30, 2009. The City uses these assets to provide services to citizens; consequently these
assets are not available for future spending. Although the capital assets are shown net of 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 and pay for these liabilities.

Restricted net assets of $13,603,510, representing 14.4% of total net assets, are subject to external
restrictions on how they may be used. Unrestricted net assets of $24,360,156 are 25.8% of total net
assets and may be used for any purpose.

In governmental activities, $21,568,122 or 34.9% of net assets are unrestricted, a $1,700,696
increase from September 30, 2009. The increase in nets assets was primarily as a result of
operations.

In business-type activities, $2,792,034 or 8.6% of net assets are unrestricted, a $981,910 increase
from September 30, 2009. The increase in nets assets was primarily as a result of operations.



Statement of Activities

The following is a summary of the information presented in the Statement of Activities found on page
23 of this report, with comparative information for 2009:

Changes in Net Assets (Summary)
For the Year Ended September 30, 2010 and 2009

Governmental Activities Business-Type Activities Total Primary Government
2010 | 2009 2010 | 2009 2010 | 2009
Revenues:
Program revenues
Charges for services $ 2898700 $ 2,998,163 $ 7,162,597 $ 7,074,993 $ 10,061,297 $ 10,073,156
Operating grants and contributions 821,483 2,016,163 1,172,047 1,347,248 1,993,530 3,363,411
Capital grants and contributions 1,640,519 248,455 61,500 1,912,990 1,702,019 2,161,445
General revenues
Property taxes 10,125,469 10,913,347 1,241,407 1,244,143 11,366,876 12,157,490
Other taxes 2,342,176 2,360,426 - - 2,342,176 2,360,426
Intergovernmental revenues 526,046 676,646 - - 526,046 676,646
Other 433,812 242,687 715,001 302,901 1,148,813 545,588
Total revenues 18,788,205 19,455,887 10,352,552 11,882,275 29,140,757 31,338,162
Expenses (including indirect expenses):
General government 1,049,655 1,187,925 - - 1,049,655 1,187,925
Public safety 5,236,888 5,475,170 - - 5,236,888 5,475,170
Physical environment 919,446 1,280,829 - - 919,446 1,280,829
Sewer - - 7,352,404 7,864,277 7,352,404 7,864,277
Transportation 4,290,481 3,956,588 - - 4,290,481 3,956,588
Beach parking - - 2,058,331 2,079,582 2,058,331 2,079,582
Economic development 279,107 314,639 - - 279,107 314,639
Human services 1,000 1,000 - - 1,000 1,000
Culture/recreation 4,295,854 3,871,583 - - 4,295,854 3,871,583
Interest on long-term debt 563,139 635,752 - - 563,139 635,752
Total expenses 16,635,570 16,723,486 9,410,735 9,943,859 26,046,305 26,667,345
Change in Net Assets 2,152,635 2,732,401 941,817 1,938,416 3,094,452 4,670,817
Net assets-October 1 59,709,210 56,976,809 31,519,887 29,581,471 91,229,097 86,558,280
Net assets-September 30 $ 61,861,845 $ 59,709,210 $ 32,461,704 $ 31,519,887 $ 94,323,549 $ 91,229,097

Primary government total net assets increased by $3,094,452 with governmental activities increasing
by $2,152,635 and business-type activities increasing by $941,817.

Total primary government revenues were lower between years, with governmental activities revenues
decreasing by $667,682 and business-type revenues decreasing by $1,529,723.

Total primary government expenses were lower between years, with governmental activities expense
decreasing by $87,916 and business-type expense decreasing by $533,124.

Governmental activities

Program revenues include $2,898,700 in charges for services, of which $1,452,266 was from various
fees for general government services. The most significant of these were franchise fees of
$1,013,185, development fees of $222,766 and indirect cost charges to other funds of $227,738.
Building-type permits of $611,594 were the significant charges for services in public safety activity.
Physical environment activity’s solid waste surcharge fees accounted for $199,299 and recreation
center user fees were $508,220.

Development fees and building permit fees were lower than in the prior year by $15,132 and $71,412
respectfully, due to a slow down in the economy and build out on the island.



Operating grants were $1,194,680 less than in the prior year. In 2009 the City received additional
reimbursements for 2004 and 2005 hurricane expenditures from FEMA and the State of Florida for
Hurricanes Charley and Wilma in the amount of $1,066,951.

Capital grants were $1,392,064 higher in 2010 primarily due to the purchased of 44.77 acres, more or
less, including the Sanibel lighthouse, cottages and other buildings for the special pricing schedule of
$10 per acre for a total amount of $448 from the United States of America, Bureau of Land
Management. The difference between the fair value ($1,523,799) and the purchase price ($448) is
reported as capital contribution revenue ($1,523,351).

Property tax collections were $787,878 lower in 2010 with Council voting to levy the same mill rate on
a lower property tax base.

Other revenues were up $211,891 from the prior year as investment earnings increased and market
values recovered in 2010. The City revised its investment policy to expand its portfolio to include
investments in taxable municipal debt obligations and a limited 10% to 15% exposure in corporate
bonds (no more than two (2%) percent of the portfolio may be invested with any one corporate bond
issuer).

The following table presents the total cost of services for each of the City's five largest programs as
well as each program's net cost; that is, total cost less program revenues (i.e. excluding taxes),
generated by the activities. The net cost represents the portion of each program that is supported by
various general revenues, including taxes.

The cost of all governmental activities this fiscal year was $16,635,570. As shown in the statement of
activities (see page 23), the net cost ultimately paid through taxes and other general revenues was
$11,274,868, $185,837 less than in 2009. City staff continues its endeavor in identifying means to
reduce operating expenses.

Expenses and Program Revenues
Governmental Activities

Total Cost Of Services Net Cost (Earnings) Of Services
2010 | 2009 2010 | 2009
Public safety $ 5,236,888 $ 5,475,170 $ 4,454915 $ 3,491,507
Culture/Recreation 4,295,854 3,871,583 3,625,167 3,255,867
Transportation 4,290,481 3,956,588 4,125,360 3,785,616
General government 1,049,655 1,187,925 (410,111) (301,820)
Physical environment 919,446 1,280,829 (1,363,280) 321,822
All others 843,246 951,391 842,817 907,713
Totals $ 16635570 $ 16,723,486 $ 11,274,868 $ 11,460,705

The primary factor for the increase in net cost of $963,408 for public safety is attributable to
$1,066,951 in reimbursements received in 2009 from FEMA and the State of Florida for 2004 and
2005 hurricane expenditures for Hurricane Charley and Hurricane Wilma.

The decrease in net cost for physical environment of $1,685,102 is primarily due to the recognition of
capital contribution in the amount of $1,523,351 for the Sanibel lighthouse property bargain purchase
from the United States of America, Bureau of Land Management.
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As you can see from the chart below which compares program expenses with program revenues for
the City’s governmental activities, most of the funding for governmental activities is not from program

revenues (physical environment revenues includes the one time $1.5 million capital contribution):
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$4,000,000 -

$3,000,000

Revenues and Expenses - Governmental Activities

O Program Revenue
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$2,000,000
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The following graphs compare the composition of revenues for the City’s governmental activities for

fiscal years 2009 and 2010:

2009 Revenue by Source - Governmental Activities
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2010 Revenue by Source - Governmental Activities
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Governmental activities revenues

The only significant increase over the prior year was capital grants by $1,392,064 primarily due to the
recognition of the fair value over purchase price of the Sanibel lighthouse property previously
discussed. Ad valorem taxes decreased by $787,878, or 7.2%, from the prior year due to a 6.8%
drop in taxable property value combined with no increase to the prior year’s millage rate of 2.1561
mills by City Council. Operating grants and contributions decreased by $1,194,680 from the prior
year mainly due to $1,066,951 received in 2009 for hurricane expenditure reimbursements.

The chart below compares revenues by source for fiscal years 2009 and 2010.

Governmental Activities Revenues
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Business-type activities

Revenues of the City's business-type activities totaled $10,352,552. Expenses totaled $9,410,735,
which generated an increase in net assets of $941,817. Net assets increased by $514,526 in the
sewer system fund and $427,291 in the beach parking fund.

Charges for services program revenues were higher by 1.2% over the prior year. A 3% fee increase
generated an additional $155,042 in service charge revenues for the sewer fund. While beach
parking rates remained at $2.00 per hour collections decreased by $67,438.

In the sewer fund capital grants and contributions decreased by $1,851,490 in 2010 mainly due to a
one-time $1,752,211 in special assessments in FY 2009 to homeowners connected to the sewer
system with the completion of the sewer system’s Phase V expansion project.

In the beach parking fund, expense decreased by $21,251. Grant revenue from the Lee County
Tourist Development Council decreased by $175,201 from $1,347,248 in 2009 to $1,172,047 in 2010.

In the sewer fund, expense decreased by $511,873. Interest expense was down $221,121 as a
result of prepaying $5,905,636 in sewer debt in 2009. Repairs and maintenance was down by
$141,035 from $863,717 in 2009 to $722,682 in 2010. Contractual services and materials and
supplies were down by $177,814 from $699,190 in 2009 to $521,376 in 2010.
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In addition to program revenues, the sewer fund receives tax revenue from a voter-approved tax levy
to pay debt service related to the sewer capital expansion projects. Tax revenue received in 2010
was $1,241,407 compared to $1,244,143 in 2009.

The following charts compares program expenses with program revenues for the City's business-type
activities for fiscal years 2009 and 2010:

Revenues and Expenses - Business-type
Activities (Sewer)

$7,500,000
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$4,500,000 /
$3,000,000 /
$1,500,000 /

$-

2009 2010
@ Program Revenue $7,607,957 $5,911,509
@ Program Expense $7,864,277 $7,352,404

Note: In the sewer fund capital contributions were $1.851 million less in 2010.

Revenues and Expenses - Business-type
Activities (Beach Parking)
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The following graphs compare the composition of revenues for the City’s business-type activities for

fiscal years 2009 and 2010:

2009 Revenue by Source - Business-type Activities
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2010 Revenue by Source - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY OF SANIBEL’S FUNDS

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

Governmental funds. Governmental funds are comprised of the general fund, special revenue
funds, debt service funds and capital projects funds. Governmental funds use the current financial
resources measurement focus that provides information on the near-term inflows, outflows and
balances of spendable resources. Such information is useful in assessing the City’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

The General Fund is the chief operating fund of the City. It is used to account for all financial
resources except those required to be accounted for in another fund. At the end of the current fiscal
year the unassigned fund balance of the general fund was $8,222,172, while total fund balance was
$16,392,222. As a measure of the general fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total general fund expenditures and other
financing uses. Unassigned fund balance represents 52.2% of total general fund expenditures and
other financing uses, while total fund balance represents 104.1% of that same amount.

The fund balance of the City’s general fund decreased $1,851,583 during 2010. Key factors in this
decrease are the net effect of the following factors.

Revenues decreased by $3,557,911 from $16,187,649 in 2009 to $12,629,738 in 2010:

e $1,433,690 of gas tax revenue that was previously reported in the general fund was moved to
the newly-created transportation fund in fiscal year 2010

e Ad-valorem revenue was lower by $787,878 with the same millage rate levied on a lower
property tax base

¢ Intergovernmental revenue was lower in fiscal year 2010 due to receiving a final payment in
the amount $1,066,951 from FEMA and the State of Florida for Hurricane Charley and
Hurricane Wilma expenditures in fiscal year 2009

Operating expenditures decreased by $1,203,522 from $10,979,805 in 2009 to $9,776,283 in 2010:

e $1,301,802 in transportation expenditures was moved from the general fund to the new
transportation fund
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Other financing sources increased by $864,162 from $402,993 in 2009 to $1,267,155 in 2010 and
other financing uses increased by $3,492,100 from $2,480,093 in 2009 to $5,972,193 in 2010:

e Six funds were closed in fiscal year 2010 resulting in transfers back (sources) to the general
fund totaling $1,215,346; in fiscal year 2009 $402,993 was returned to the general fund

e $1,292,991 was transferred out to the new transportation fund (uses)

e An additional $2,225,256 was transferred out to the debt service funds (uses) in order to
early retire $2,559,779 in debt

The Transportation Fund, the City’s only major special revenue fund, was established in 2010 to
account for all activities necessary to provide repaving, maintenance and repairs to the City’s streets,
shared-use paths and drainage infrastructure. Revenues are received from the local option gas
taxes, municipal fuel allocation portion of the State of Florida’s municipal shared revenues and fuel
tax rebates. Previously the revenues, expenditures (excluding repairs and maintenance) were
reported in the general fund. The repairs and maintenance were reported in the transportation capital
project fund.

In 2010 the transportation fund received $1,513,768 in revenues. The major revenue source was gas
taxes of $1,433,690. In 2009 the general fund reported gas taxes of $1,480,460.

The transportation fund expenditures totaled $2,302,282. Of this total $1,077,418 was for repairs and
maintenance. $656,061 was expended in the transportation capital project fund on repairs and
maintenance in 2009. The expenditures excluding repairs and maintenance totaled $1,224,864. This
can be compared to the $1,301,802 in expenditures previously reported in the general fund.

In addition to revenues, the transportation fund received other financing sources totaling $1,627,991.
$1,292,991 was received from the general fund and $335,000 was received from capital project
funds. The transportation fund’s fund balance at year end was $839,477.

The transportation fund’s revenues exceeded budget by $112,405 primarily $108,912 in additional
gas taxes. Expenditures came in $620,908 below budget. The major factor was the repair and
maintenance expenditures were $469,681 below budget. Repaving projects’ actual costs were
coming in under budget. The transportation fund’s budgetary comparison schedule can be found in
the required supplementary information on page 87.

All other governmental funds are accounted for in the column entitled Other Governmental Funds.
Other governmental funds include nonmajor special revenue, debt service and capital project funds.
Fund balances for this group were $247,734 less than in fiscal year 2009.

In fiscal year 2010, the City implemented Governmental Accounting Standards Board (GASB)
Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions”. GASB
Statement No. 54 enhances the usefulness of fund balance information by providing clearer fund
balance classifications that can be more consistently applied and by clarifying the existing
governmental fund type definitions. Changes to the government fund type fund balance reporting is
reflected in the financial statements and schedules and related disclosures are included in Note 1,
Section Q - Fund Balance.
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As of October 1, 2009, beginning fund balances of the following nonmajor fund types were restated
due to the implementation of GASB Statement No. 54.

Nonmajor Nonmajor
Special Capital Project
Revenue Funds Funds
Fund Balances - Beginning of Year $ 2615240 $ 3,511,308
GASB 54 Implementation 74,055 (74,055)
Fund Balances - Beginning of Year Restated $ 2,689,295 $ 3,437,253

Special revenue fund balances were higher by $88,908 with the $74,055 reclassification of three
funds from capital project funds.

Capital project fund balances were lower by $96,738 with the $74,055 reclassification of three funds
to special revenue funds.

Debt service fund balances were lower by $239,904 with the prepayment of debt allowing for several
debt service funds to be closed at the end of 2010.

Proprietary funds. The City’s proprietary funds are comprised of enterprise funds. An enterprise
fund is used to account for activities for which a fee is charged to external users for goods and
services. These funds provide the same type of information, but in more detail than that found in the
government-wide financial statements. See pages 28-33.

GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund Budget to Actual Results
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During the year, there was a $304,767 (2.4%) increase in budgeted revenue between the original and
final amended budget and a $181,315 (1.7%) increase in budgeted expenditures between the original
and final amended budget.
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Following are the key factors for the budgeted revenue increase:

e $ 44,269 — Communication service tax revenue projections were increased on the basis of
actual receipts;

e $103,310 — Charges for service revenue projections were increased on the basis of actual
receipts;

e $138,883 — Interest income and investment values were increased on the basis of actual
receipts and September 30, 2010 market value adjustments.

Following are the key factors for the budgeted expenditure increase:

e $87,199 - for the purchase and installation of a new emergency generator at City Hall which
failed on January 10, 2010;

e $13,000 — for rental of a portable emergency generator;

e $22,000 — for an upgrade to the electrical capacity for the new emergency generator

e $58,155 — for additional legal services relating to Lake Okeechobee releases ($37,344) and
union negotiations ($20,811).

Revenue budget-to-actual in the general fund resulted in a $503,513, or 3.8%, negative revenue
variance due primarily to the $379,171 allowance for the property tax early payment discount
program that is budgeted as reserve for under-collection in the other financing sources (uses) portion
of the budget and $154,192 less of intergovernmental revenue than budgeted.

Budget-to-actual expenditures show an $850,170 (8%) positive variance (actual less than budget).
This decrease was uniform through most departments and reflects the successful continuation of cost
containment begun in 2009. Police was $374,840 under budget primarily due to a combination of full-
time open positions not filled and the hiring of more part-time employees.

The general fund’'s fund balance was $6,876,362 higher at year end than the amended budget
projection.  This variance is attributed to $6,042,136 in contingency reserves (for disasters,
environmental initiatives and other miscellaneous contingencies) that were not expended.

A more detailed analysis of the general fund budget comparison can be found in the budgetary
comparison schedule found in the required supplementary information on page 86 of this report.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City's capital assets as of September 30, 2010 reflect an investment of
$103,605,293 net of accumulated depreciation.

The following schedule provides a comparative summary of net capital assets by category for both
governmental and business-type activities. Additional information on the City’s capital assets can be
found in Note 9 on pages 63-64 of this report.

City of Sanibel's Capital Assets
(net of depreciation)
as of September 30

Governmental Activities Business-type Activities Totals

2000 | 2009 2010 2009 2000 | 2009
Land $ 24963925 $ 24,836,462 $ 1,849,477 $ 1848477 $ 26,813,402 $ 26,684,939
Buildings 14,912,602 14,071,679 1,144,066 1,045,063 16,056,668 15,116,742
Improvements other than
buildings 1,150,897 1,175,251 854,287 811,196 2,005,184 1,986,447
Vehicles and equipment 1,665,295 1,915,747 1,119,950 913,741 2,785,245 2,829,488
Infrastructure 6,462,583 6,895,255 49,398,778 51,672,064 55,861,361 58,567,319
Construction work in progress 83,433 - - 23,530 83,433 23,530
Total Capital Assets $ 49,238,735 $ 48,894,394 $ 54,366,558 $ 56,314,071 $ 103,605,293 $ 105,208,465

Significant changes in assets this fiscal year include:

Description Cost
Sanibel lighthouse property $1,523,799
Dixie Beach Road improvements
(work in progress) 83,443
Water truck 66,585

Long-term debt. As of September 30, 2010, the City had $47,245,410 in bonds and notes. The
following schedule provides a comparative summary of the City's outstanding debt:

City of Sanibel’s Long-term Debt
as of September 30
Governmental Activities Business-type Activities Totals
2010 | 2009 2010 2009 2000 | 2009

Bonds:

General Obligation Bonds $ 10,870,000 $ 11,135,000 $ -3 - $ 10,870,000 $ 11,135,000

Revenue Bonds - 1,555,151 3,520,045 3,784,120 3,520,045 5,339,271
Notes - 1,306,432 32,855,365 35,492,474 32,855,365 36,798,906
Capital Leases - 80,169 - - - 80,169
Total $ 10,870,000 $ 14,076,752 $ 36,375,410 $ 39,276,594 $ 47,245,410 $ 53,353,346

In 2010 the City utilized $2.225 million of unrestricted surplus cash in the general fund to pay in full
one bond, three notes and one capital lease, thereby reducing governmental annual debt service
payments by $475,457 and future interest costs by $568,488. The sewer fund utilized $444,520 in
available cash to prepay two notes, reducing business-type annual debt payments by $131,984.

Additional information about the City's long-term debt can be found in Note 11 beginning on page 65
of this report.
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ECONOMIC FACTORS AND NEXT YEAR’'S BUDGET AND RATES

Property Values and Taxes

Since 2007 Sanibel has experienced three years of declining property values. The average value for
new home construction permits has decreased from $927,561 in 2008 to $690,676 in 2010. The
average resale price of existing homes has decreased for single residential homes and
condominiums by $248,202 and $172,834 respectively since 2007. In addition to the economy’s
impact on real estate, the City’s decrease in housing starts is also attributable to availability of vacant
property. Being an island, the City is approaching build out.

Property values remain uncertain in the current year. The City experienced a 5.6% taxable property
value decline between the calendar year 2007 and 2008 valuation; a 7.9% decline between the
calendar year 2008 and 2009 valuation and a 6.8% decline between the calendar year 2009 and
2010 valuation. Respectively for fiscal years 2008, 2009 and 2010, the City’'s adopted millage rates
were 2.1966, 2.1561 and 2.1561.

Tourism

Based on the Lee County Toll System’s traffic reports, the Sanibel causeway’s 2010 cumulative
vehicle totals has decreased by 16.6% from the 2001 peak year. The annual cumulative count is
down by 573,742 vehicles from 3,460,437 in 2001 to 2,886,605 in 2010. The last calendar year that
cumulative count exceeded 3,000,000 was in 2004.

Sanibel is faced with limited and aging resort housing inventory. One of the Council’s goals for fiscal
year 2011 is to sustain a diverse housing stock through redevelopment regulations for resort housing
while ensuring protection of the island’s unique natural system. Special site and design criterion
applicable to resort properties that will ensure the protection of the community’s character and the
Island’s ecosystems and provide for the retention and restoration of resort hotel, motel and related
accommodation properties is in development.

Other Economic Factors and Legislation

According to the U.S. Department of Labor, the unemployment rate for the Cape Coral-Fort Myers
Metropolitan Area for December 2010 was 12.5% compared to the December 2009 rate of 13.8%.

The Florida legislature is again considering various proposals relating to caps on the growth of state
and local government revenues and expenditures and limits to property tax amounts. Potential
legislation could have a significant impact on a local government's ability to maintain and or improve
services to residents. The City is carefully monitoring these initiatives and their future impact on the
City’s ability to function at its present level.

Next Year's Budget and Rates
The fiscal year 2011 budget was prepared based on the following assumptions:
e The current economic climate has not reached bottom; that no recovery or turnaround is
imminent and thus none were included in the 2011 budget
e The City will continue to re-configure operations to work within reduced resources

e The City will continue to protect accumulated reserves and to match current revenues with
current expenditures
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The highlights of the fiscal year 2011 adopted budget are:

Council voted to fund the fiscal year 2011 budget at the same 2.1561 mill tax rate as in fiscal
year 2010, reducing the general fund’s ad valorem revenue by $676,778, or 6.9%.

All City fees were held flat with the exception of an increase in the recreation center's
member guest rates

Salaries remain flat for the third consecutive year

Through attrition full-time employees were decreased from 125 to 120; this is down from a
high in 2006 of 142 full-time employees

City-wide operating expenditures were decreased $358,728 or 1.3%;

$3.39 million is budgeted for governmental capital improvements, this includes $1.7 million
rolled over from prior years and $1.6 million for new projects

By utilizing unrestricted surplus cash in fiscal year 2010 to prepay debt, governmental annual
debt service payments decreased by $475,457

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City of Sanibel's finances and to demonstrate the City’s
accountability. Questions concerning any of the information provided in this report or requests for
additional financial information may be addressed to the Finance Director, City of Sanibel, 800
Dunlop Road, Sanibel, Florida 33957. Information is also available on the City's website at
www.mysanibel.com.
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CITY OF SANIBEL, FLORIDA
STATEMENT OF NET ASSETS

ASSETS

Cash and cash equivalents
Investments
Receivables (net of allowance for uncollectibles)
Accounts
Interest
Due from other governments
Internal balances
Inventories
Prepaids
Net pension asset
Restricted assets:
Cash and cash equivalents
Investments
Interest & taxes receivable
Assessments receivable
Unamortized bond issue costs

Capital assets (net of accumulated depreciation):

Land
Buildings
Improvements other than buildings
Vehicles and equipment
Infrastructure
Construction in progress

Total assets

LIABILITIES

Accounts payable and other accrued liabilities
Accrued interest payable
Unearned revenue
Long-term 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:

Public Safety

Capital projects

Debt service

Other purposes
Unrestricted

Total net assets

See Accompanying Notes.

September 30, 2010

Primary Government

Component Unit

Community
Governmental Business-type Housing &
Activities Activities Total Resources, Inc.
$ 14,991,007 $ 4,519,561 $ 19,510,568 $ 7,817
7,442,828 283,687 7,726,515 -
160,825 300,824 461,649 5,482
116,854 11,964 128,818 -
323,437 307,619 631,056 5,112
2,100,000 (2,100,000) - -
13,881 - 13,881 872,000
20,393 - 20,393 48,041
278,527 - 278,527 -
52,720 - 52,720 9,408
239,642 2,004,177 2,243,819 -
1,817 - 1,817 -
- 9,674,345 9,674,345 -
188,638 107,697 296,335 -
24,963,925 1,849,477 26,813,402 823,913
14,912,602 1,144,066 16,056,668 4,993,068
1,150,897 854,287 2,005,184 -
1,665,295 1,119,950 2,785,245 15,466
6,462,583 49,398,778 55,861,361 -
83,433 - 83,433 -
75,169,304 69,476,432 144,645,736 6,780,307
1,484,140 287,546 1,771,686 240,977
121,301 256,150 377,451 -
301,478 - 301,478 4,280
625,057 2,477,866 3,102,923 1,671,590
10,775,483 33,993,166 44,768,649 779,354
13,307,459 37,014,728 50,322,187 2,696,201
38,368,735 17,991,148 56,359,883 3,381,503
765,421 - 765,421 -
568,435 - 568,435 -
294,179 11,478,522 11,772,701 -
296,953 200,000 496,953 (32,217)
21,568,122 2,792,034 24,360,156 734,820
$ 61,861,845 $ 32,461,704 $ 94,323,549 $ 4,084,106
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CITY OF SANIBEL, FLORIDA
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended September 30, 2010

Program Revenues Net (Expense) Revenue and Changes in Net Assets
Primary Government Component Unit
Indirect Operating Capital Community
Expense Charges for Grants and Grantsand  Governmental Business-type Housing &
Functions/Programs Expenses Allocation Services Contributions Contributions Activities Activities Total Resources, Inc.
Primary government:
Governmental activities:
General government $ 4,178,465 $ (3,128,810) $ 1,452,266 $ 7,500 $ - $ 410,111 $ 410,111
Public safety 4,225,097 1,011,791 735,832 46,141 - (4,454,915) (4,454,915)
Physical environment 913,953 5,493 204,103 555,272 1,523,351 1,363,280 1,363,280
Transportation 3,886,255 404,226 (2,150) 50,103 117,168 (4,125,360) (4,125,360)
Economic environment 254,451 24,656 429 - - (278,678) (278,678)
Human services 1,000 - - - - (2,000) (1,000)
Culture/Recreation 3,619,266 676,588 508,220 162,467 - (3,625,167) (3,625,167)
Interest on long-term debt 563,139 - - - - (563,139) (563,139)
Total governmental activities 17,641,626 (1,006,056) 2,898,700 821,483 1,640,519 (11,274,868) (11,274,868)
Business-type activities:
Sewer 6,842,185 510,219 5,850,009 - 61,500 - $ (1,440,895) (1,440,895)
Beach Parking 1,562,494 495,837 1,312,588 1,172,047 - - 426,304 426,304
Total business-type activities 8,404,679 1,006,056 7,162,597 1,172,047 61,500 - (1,014,591) (1,014,591)
Total primary government $ 26,046,305 $ - $ 10,061,297 $ 1,993530 $ 1,702,019 (11,274,868) (1,014,591) (12,289,459)
Component unit:
Community Housing & Resources, Inc. $ 2,021,002 $ - $ 566,286 $ 268,575 $ 638,469 $ (547,672)
General revenues:
Property taxes, levied for general purpose 9,372,184 - 9,372,184 -
Property taxes, levied for debt service 753,285 1,241,407 1,994,692 -
Gas taxes