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INDEPENDENT AUDITOR’S REPORT

To the Board of Supervisors
Oakstead Community Development District
Pasco County, Florida

We have audited the accompanying financial statements of the governmental activities and each major fund
of Oakstead Community Development District, Pasco County, Florida {("District”) as of and for the fiscal year
ended September 30, 2004, which comprise the Disfrict’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District's management. Our responsibility is
to express an opinion on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the Dislrict, as of September 30, 2004,
and the respective changes in financial position thereof for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America.

As described in Note 1, the District has implemented a new financial reporting model, as required by the
provisions of Government Accounting Standards Board ("GASB") Statement No. 34, Basic Financial
Statements - and Management's Discussion and Analysis — For State and Local Governments as of October
1, 2003. As described in Note 1, the District has elected to delay the implementation of the infrastructure
related portion to a subsequent year.

In accordance with Government Auditing Standards, we have also issued a report dated September 19, 2005
on our consideration of the Oakstead Community Development District's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. This
report is an integral part of an audit performed in accordance with Government Auditing Standards and should
be read in conjunction with this report in considering the results of our audit.

The management's discussion and analysis and the budgetary comparison information 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.

L e

““September 19, 2005



MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of Qakstead Community Development District, Pasco County, Florida's (“District”)
financial accomplishments provides an overview of the District's financial activities for the fiscal year ended
September 30 2004. Please read it in conjunction with the District’s Independent Auditor’s Report, basic
financial statements, accompanying notes and supplementary information to the basic financial statements.

This information is being presented to provide additional information regarding the activities of the District and
to meet the disclosura requirements of Government Accounting Standards Board Statement {("GASB”) No. 34,
Basic Financial Statements — and Management's Discussion and Analysis — for State and Local Governments
issued June 1999. Comparative information between the current year and the prior year is required to be
presented in the Management's Discussion and Analysis ("MD&A"). However, because this is the first year of
implementation, and GASB Statement No. 34 permits the omission of the comparative information in the first
year of adoption of the new reporting model, the District has elected to exclude the information in this report.
Subsequent reports will include the comparative information.

FINANCIAL HIGHLIGHTS

The liabilities of the District exceeded its assets at the close of the fiscal year ended September 30, 2004 by
($7,836,744) deficit in net assets.

At September 30, 2004, the District's governmental funds reported fund balance of $5,362,612. The entire
balance of $5,362,612 is reserved for debt service, capital projects and other items.

OVERVIEW OF FINANCIAL STATEMENTS

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

Government-Wide Financial Statements

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

The statement of net assets presents information on all the District’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a
useful indicator of whether the financial position of the District is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future fiscal periods.

The government-wide financial statements include all governmental activities that are principaily supported by
special assessment revenues. The District does not have any business-type activities. The governmental
activities of the District include general (management) and operations functions.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The District, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. The District has
one fund category: governmentat funds.



QVERVIEW OF FINANCIAL STATEMENTS (Continued)

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 outflow of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a District’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmenta! 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 District's near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balance
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The District maintains seven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund, debt service Series 2000, 2002 and 2003 funds and the capital
projects Series 2000, 2002 and 2003 funds. The general, debt service funds and the capital project funds are
considered to be major funds.

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

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.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The District's net assets were ($7,836,744) deficit at September 30, 2004. Of this amount, ($12,914,833)
deficit was invested in capital assets, net of related debt. The deficit amount was principally due to the District
delaying the implementation the reporting of infrastructure assets. The balance of long-term liabilities will be
paid off with future assessments. The bonds will paid off with future assessments. The restricted amount of
$5,076,866 represents funds set aside for debt service under the Bond Indenture. The remaining $1,223 was
unrestricted. Our analysis below focuses on the net assets of the District's governmental activities. As noted
previously, this is the first year of GASB 34 implementation by the District. As a result, a comparison with prior
year data is unavailable. A comparative analysis will be presented in subsequent years.

NET ASSETS
SEPTEMBER 30, 2004

Assets, excluding capital assets $ 5,696,971

Capital assets, net of depreciation 5,145,660

Total assets 10,842,631

Liabilities, excluding long-term liabilities 673,475

Long-term tliabilities 17.815,000

Total liabilities 18,488,475
Net Assets -
Invested in capital assets, net of related debt {12,914,833)

Restricted for;

Debt service 5,076,866

Unrestricted 1,223
Total net assets $ (7,836,744)



GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

The results of this year’s operations for the District as a whole are reported in the statement of activities. The
table in the following section takes the information from that statement and rearranges them so that the reader
of this report can see total revenues for the fiscal year ended September 30, 2004.

In the table below, we have presented the key elements for the change in the District's net assets in our
governmental activities. As noted previously, this is the first year of GASB 34 implementation by the District.
As a result, a comparison with prior year data is unavailable. A comparative analysis will be presented in
subsequent years.

CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

Revenues:
Program revenues $ 9,013,008
General revenues 10
Total revenues 9,013,108

Expenses.
General government 135,744
Maintenance and operations 518,770
interest 1,367,782
Total expenses 2,022 296
Change in net assets $ 6,990,812

As noted above and in the statement of activities, the cost of all governmental activities during the fiscal year
ended September 30, 2004 was $2,022,296. These costs were paid by program revenues consisting primarily
of assessments.

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

The District uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements. The District's General Fund includes all activities related to providing management, operational
and maintenance services.

In the table below we have presented the cost of the largest functions/programs as a percentage of total
governmental funds.

General government $ 148,261 1%
Maintenance and operations 462,285 4%
Bond issue costs 70,557 1%
Capital outlay 2,740,437 22%
Principal and interest on long-term debt 9,152,146 73%

$ 12,573,686 100%

As noted above, debt service comprises the majority of expenditures for total governmental activities.

GENERAL BUDGETING HIGHLIGHTS

An operating budget was adopted and maintained by the governing board for the District pursuant to the
requirements of Florida Statutes. The budget is adopted using the same basis of accounting that is used in
preparation of the fund financial statements. There were no amendments to the general fund budget during
the fiscal year ended September 30, 2004. The legal level of budgetary control is at the fund level. The
General Fund expenditures exceeded budgeted appropriations by $123,156.



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As a part of GASB 34, there is a new reporting requirement regarding the local government’s infrastructure.
This requirement permits an optional four-year further delay for implementation. The District has elected to
delay implementation of the infrastructure-related portion to a subsequent year. GASB 34 requires the
reporting of capital assets prospectively, and the District has included as infrastructure in progress $2,740,437
of costs incurred during the fiscal year ended September 30, 2004, The District has also included land and
furniture, fixtures and equipment of $2,493,159 along with accumulated depreciation of $87,936. The District
has incurred costs of approximately $26,500,000 related to infrastructure improvements. Certain
improvements have been or will be conveyed to other governmental entities.

Capital Debt

At September 30, 2004, the District had $17,935,000 Bonds outstanding, a decrease of approximately 25%
from prior year. The Districtissued $1,560,000 of Capital Improvement Revenue Bonds during the fiscal year
ended September 30, 2004, More detailed information about the District's capital debt is presented in the
notes of the financial statements.

Contacting the District's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for the financial
resources it manages and the stewardship of the facilities it maintains. If you have questions about this report
or need additional financial information, contact the Cakstead Community Development District’s Finance
Department at 3434 Colwell Avenue, Suite 200, Tampa, Florida, 33614.



OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT

ASSETS
Cash
Assessments receivable
Accrued interest receivable
Due from Developer

Prepaids
Deferred charges

Restricted assets:
Temporarily restricted

Investments
Capital assets:

PASCO COUNTY, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2004

Depreciable assets, net of accumulated depreciation
Land and Infrastructure under construction

Total assets

LIABILITIES

Accounts payable

Contracts and retainage payable

Deferred revenue

Accrued interest payable
Non-current liabilities:
Due within one year

Due in more than one year

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted for debt service

Unrestricted

Total net assets

See notes to the financiat statements

Governmental
Activities

5 12,827
248,386

4,712

51,613

12,696

54,388

5,312,449

905,223
4,240,437

$ 10,842,631

$ 89,071
82,900

108,000
464,404

120,000
17,815,000

18,679,375

(12,914,833)
5,076,866
1,223

$ (7.838,744)




SJUSLUBIE]S [BIDUEBLI 81l 0] S910U 898G

(P¥L'9E8°L) $ BuIpUD - S18SSE 18N
(965'/28'tL) (pore1say) BuuuiBaq - sjosse JoN
Z18'066'9 sjesse jJou Ul sbueyn
oL sanuaAal jesreuab B |
0L sBUILIES JUSLLISBAU] POIDLIISSIUN

(SONUDADI |BlaUuss)

208'066'9 ZLL'62e 148'65t SLLpZE' 96Z'220°C salAloe [eusiuIBACk e |

L6G'928'9 - 181’842 c6L9l6°L 28.L'19¢°L 198p uue)-6uo uo IsaseN)
20661 [ARN T4 069°L81 Sig'281 0.2'8LS suofjelado pue soueudEW
POE'¥8 $ - $ - $¢ e8pyo'0Zz $§ +¥hLGEL  $ juswiuIaob |ereusD

SSIJIAILOR |BJUBLUUISAOL)
JuaLiwaact Aeunid

sollANOY SUONQUIUOD  SUOINGUIUOD SaNAIeS sesuadxg SWEIBOIJ/SuonNouUn g
EJUSUILLIBADD) pue sjuels) pUE SJUBID) oy
[enden Buneredn sabieyn
sjessy 18N ul sebueyn sanuaAsy weiboid
pue anusasy
(esusdx3) 18N

$00Z ‘0€ ¥IGWILdIS AIANT HVIA TVISId IHL HOd
S3ILIAILOY 40 INJWILVLS
vaidO14 ‘ALNNOD OOSVd
LO1Y1SId INTGWAOT1FAIA ALINDWWOD aYILSHVYO



SJUSLUS]E]S [BIOUBLI} AU} 0) SIIOU 99§

vIG'I69'G  §  gLl'S $ Zes'll $ 081 ¢ 0/7/60°F $ 6ER'POS'CZ & GEo'sEel § 980iL 0§ S8DUB[EG pUN) PUE 581
Zh9'zoe's (151°2) {016'2LL) 08l 042°260°L Z05'r95'e 869'648°L £2e’lL $90Ueeq punj [E10|
(B2£'11) - - (€LE°11) puny [EIBLSY

i ‘i papodal ‘pantasasun
96G°CL - - 965'21 BRO
(188'6L1) (1512) {018°221) 081 - - s1oaford |epden
0L2LPS'5 - 04Z°460°'L 205'¥95'T 8617'6/8'L - 201u3s 19801

110} panlesay
‘S90URIEQ PUN4

Z06'pEE £Ze'eL Z08'06L - - LEE 12G'65 £18'sL nifgey 230
LEB'PS - - - LEB'¥S - spuny Jaylo 0} ang
000'801 000'801 - - - - snuaAs) pasBe(]
00628 00628 s|qefed afeuie}al pue sjoenuol
LL0'88 ¢ gZe'el 3 z $ - g - $ /g€ ¢ 968 $ €8s % a|geded sjunoday
SIADNYTVE GNNJ AONY S3AILIMEYIA
FLG'2B9'S  $ ELL'S $ ce6Ll $ 08l $ 0222601 § 68895’z §  geo'ses’t $  9e0'ss $ glosse oy
96421 - - - - 96621 J8Y10 pue spredald
LEG'¥S - - LEB'PS - - SpUR] JBY6 WOl an(]
CLL'Y Z ¥ 151'e 0ss'z - 91qeA1909) 1S8181UL PBNIsOY
98E'ar e - - 880'65 1 962'68 S3|qeAlanal SIUBLISSEsSSY
£L9'18 £19'L5 Jadojgasg woy ang
B¥PTIE'S LL's S86°L1 9il 042°260°1L 699'8FE'T LLL'EPE'L - SIUSWSOAL|
lea'TL $ - $ - $ - $ - $ - $ - $ lz82L % yseD
S13SSsY
spung sjoalord siosloud sjosloug 20195 ERTNET aninesg |elauan)
[BJUBLILIBAGS) [ended [Ended fended eq 1883 ¥geq
el £002 selsg Z00Z selsg pooz Seuag  £00Z SeuaS  Z00gT $euag 000Z seues

spund Jofepy

$00Z ‘0¢ ¥Y3AW3Ld3S
SANNd TY1ININNYIAOD
133HS JONVIVE
varo14 ‘ALNNOD 00SVd
12141510 LNFNJOTIATA ALINNNINOD AVILSHVO



SJUSWALE]S [BIDUBUY @) 0) S8]0U 939G

{pr2'0£8's) &

{rov'eec'al}

SanIAIoER |ZIUBWLIaA0E JO S18SSE 18N
{(000'¢8'L1)
(PO POr)

a|qefed spuog
ajqefed jsalsu paruody
‘SlUaWaIE]S apM-lUBUILIBADE

ay) vy pauodal ase “We)-BU0| PUB JUSLND LIOG ‘STNGRN (1Y
"SJUSLWLIE]S Pury |eiaWILIBA0E au) ul semngel se papedal Jou 3Je
$80IN0%81 9|QR[IBAE 1U9LNTD WY 8jgeAed pue anp jou senliger]
89E'vs {891°91) UONEZIUOWE PRJEMINIDY
16G'0L 81800 9oUBNSS) PUOY
"SPUNY SU Ul PRLIBIAN SJE ‘BI0RIBL PUE
sainppuadxa pousd-jusung 1o Aed 0] 2|qEIIBAE J0U 8JE Sjesse Wusl-Buo| BYIO
099°'syL'S {og6'28)
965'€E2'S

ucnenaidap paleNWNooY
sjasse [eydes Jo 1500
"80UM B SE Juswiwianob ay)
10 S198SE 9y} U ‘uonelnaidap paleINWINIOR Jo JaU 's1asse 1elded asoy) Sapn|ou|
S19SSE JoU JO USLUIBIEIS BY | ‘Spuny [EIUSWLIBACE SU) uf S19sse Sk pajedal Jou sJe
‘910§2/94] 'PUB SOOINOSSI [EDUEBUY JOU 18 SBNIATDE [EUSWUIAA0B LI pasn sjasse [endes
719'Z9e's  $

spuny [euawuIsAct - soueeq pund

:asNenaq Jualayp
9IE S195SE 18U JO JUSWISIELS BU)) LI SSRHIALOE {RjuswuIaash 10} papiodal sjunowy

$00Z ‘'0€ ¥38aNWA1d3S
S13SSV 13N ANINWILVLS
JH1 OL SANNd TYINTWNYIA0D
— 139HS IONVIVE 3HL 40 NOLLVTTIONODSY
vao14 ‘ALNNOD 0JSVd
121341513 LNIWdJOTIAIA ALINNWNOD QVYILSMVO



ol

SJUSLUDIRS [BIDUBUI BY) O] S910U 888

(penunuo))
98Q'CLE'ZL L6O'BFE’L 86.'2E6 Z5L'EES 68 Lt BF9'LCL'E g2¢'08E°G 6Z0'86S sainjipusdxa {210
LEV'OVLE peGLLZL 1G.'6E6 €5L'EES - - Aejno [epden
FARrAl P0'E 691 20€'E £66'G - $1809 JBUYID
265'04 15501 - - - 51500 2DUBNSS| puog
gL '206°) - 0Ze'Ly LPE'GL Geb'c0L - 159J91u)
000'SHe’. - 000'026°2 000'G49°Y - |edwunid
- ‘anInag e
582'zov - - - G8Z'Zav BOUBUSILIEIY
prliGEL - - - vrL'GEL wauneach jeisusn
BUND
SIUNLIANIIXT
801'ELD'G ¥60'91 " §BE'6E 0£9°csL 509'606 966'6E6°E CLL'SPE'E £29'686G s9NUSASI |E10L
LB8'9S £0¥ 1622 088°rL cye'ec 0k SBNUaASI 1AL)0 PUE 15381
0L2'12 00g'clL - - - 0/27'8 . snoaue|@asty
208'/6¢E - - 1Z5'06 ITGEEL ozZr'eslL suonngquueoo Jado@asg
1 AN 16951 989'sZ 618'0L1 - - - £33) 10edWy|
z6l'ole'l - G09'606 G85'0£8'E Zo0'9LlL'e - Sjusiussasse jepads
£26'/0F $ - $ - 3 - 3 - $ - $ - ¢ cze'lor § SJUBLUSSOSSE SOUBUSIIEN
SANNIATY
SpUng s)93l01d sioaloid spoalold RIS 20IMBG ERITVEDS JCIENEDSY
FEJUBLULISAOD) jenden tendeq fenden 1a8a 1990 1920
lelol O0T SOUDS  Z00Z S9U9S pQOZ Seneg £00Z SBuBs  Z00Z S8les (QNZ sauag

spund iolep

$00Z ‘0¢ ¥39WILd3S AIANT ¥V A TvISId IHL ¥O4
SANNA TYLNIWNYIA0D
SIDONVIVE ANNA NI SIONVHD ANY
'STUNLIONISXT ‘SANNIATY 40 LNIWIALVYIS
vaIyo14 ‘ALNNOQD 00Svd
1O141S1a ANIWJOTIAIA ALINNWINOD GVALSHVYO



(3"

sjuauiaie]s [eoueUll auj 0] Saj0uU 235

TZI9Z9ES § (15LZ)  § (oiezeLl) § 081 $ 0/Z260L $ <Z0GYeSZ $ 96vE.QL § E£zZl  § Buipus - saoue|eq pung
06LE9E L 005022 20.°65¢ SGL'9SE'Z | VOZLL6E 6296 BuiuuiBaq - ssouRjRq puny
(850007} {1512} {oir'ees)  {zza'ege)  0L2460'L  LbE'S0Z (904°260'2)  (o0¥'8) seaueleq puny ul sBueyd JoN
000'095'L 9r8'vZe’L - ¥SL'SET - spoeadald puog

SIOUNOS ONIDNYNIH ¥3IHLO

(825'095c) (z66'1e't}  {(otv'eeg) {zzg'65¢) gl1'z98 LVE'S0Z (o02'7e0'z)  (o0p's) saunjpuadxa {1apun) Jano
sanuaAal Jo (AousiDyan) 5880x3
spuUn4 s1oaloig spalold spalold 9IS 20|IMBG BT |eisuan
[BUBUNLIBA0D) {enden renden rendes) Weq 1999 198
=0l £00Z SAUag  ZOOZ SBUSS  pQoz Souas  E00Z SeuUsS  Z00Z SANag 000z seuss
spun4y Jolepy

(penunuod)
$00Z ‘0¢ HIBWI LIS AIANT HYIA TVISId IHL HO4
SANN4 TYINIANYIAOD
SADNVYIVE ANNS NI STONVHD ANY
‘STUNLIANIAXT ‘SANNIATY 40 INTFWILVIS
vaIi¥o14 ‘ALNNOD 098SVd
1D1¥1S13 LININdOT3AIA ALINNWWOD AVILSMVO



OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT
PASCO COUNTY, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2004

Amaunts reported for govarnmental activities in the statement of activities are different
because:

Net change in fund balances - total governmental funds $ (2,000,578)

Governmental funds report capital outlays as expenditures, However, in the
statement of activities, the cost of those assets are eliminated and capitalized as capital

assets. 2,740,437

Depreciation on capital assets is not recognized in the governmental fund statement

but is reported as an expense in the statement of activities (43,968)

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

and are eliminated in the statement of activities. 7,645,000

Proceeds of long term debt are shown as financing sources in the governmental

funds, while they are shown as long term debt on the statement of net assets. (1,560,000}

Governmental funds report the effect of issuance of costs, premiums, discounts
and similar items when debt is first issued, whereas these amounts are deferred and

amortized in the staterment of activities. 70,557

Amgrtization of deferred charges is not recognized in the governmental fund statement

but is reported as an expense in the statement of activities. {16,169)

The change in accrued interest between September 30, 2004 and 2003 is adjusted

on the statement of activities. 155,533

Change in net assets of governmental activities $ 6,990,812

See notes to the financial statements

12



OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT
PASCO COUNTY, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Reporting Entity
Qakstead Community Development District (the "District") was created on Qctober 19, 1999 pursuant to the

Uniform Community Development District Act of 1980, otherwise known as Chapter 190, Florida Statutes, by
Pasco County Ordinance 99-25. The Act provides among other things, the power to manage basic services for
community development, power to borrow money and issue bonds, and to levy and assess non-ad valorem
assessments for the financing and delivery of capital infrastructure.

The District was established for the purposes of financing and managing the acquisition, construction,
maintenance and operation of a portion of the infrastructure necessary for community development within the
District.

The District is governed by the Board of Supervisors ("Board"), which is composed of five members. The
Supervisors are elected on an at large basis by the owners of the property within the District. Ownership of
land within the District entitles the owner to one vote per acre. Three of the five Supervisors are affiliated with
the Developer “DEVCO IV, LLC". The Developer currently owns a portion of the land within the District. The
District is economically dependent on the Developer. The Board of Supervisors of the District exercise all
powers granted to the District pursuant to Chapter 190, Florida Statutes.

The Board has the final responsibility for;

Assessing and levying maintenance taxes and special assessmenis.
Approving budgets.

Exercising control over facilities and properties.

Controlling the use of funds generated by the District.

Approving the hiring and firing of key personnel.

Financing improvements.

bl ol

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

New Accounting Standards

During the fiscal year ended September 30, 2004, the District adopted the provisions of Governmental
Accounting Standards Board (“GASB”) Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis — for State and Local Governments, Statement No. 37, Basic Financial Statements —
and Management’s Discussion and Analysis — for State and Local Governments: Omnibus, Statement No. 38.
Certain Financial Statement Note Disclosures, and GASB Interpretation No. 6, Recognition and Measurement
of Certain Liabilities and Expendifures in Government Fund Financials. As a part of this Statement, thereis a
new reporting requirement regarding the local government’s infrastructure. This requirement permits an
optional four-year further delay for implementation. The District has elected to delay implementation of the
infrastructure-related portion to a subsequent year.

As a result, the District's government-wide financial statements have been prepared using full accrual
accounting for all activities and the statement of net assets includes both noncurrent assets and noncurrent
liabilities which were previously recorded in the General Fixed Asset Account Group and the General Long
Term Debt Account Group.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)

New Accounting Standards (Continued)

The following table summarizes the change in net assets due to the implementation of the new accounting
standards:

Governmental
Activities
Total fund balance as previously reported - 7,363,190
Net capital assets 2,449,191
Long term obligations, including accrued interest (24,6398,937)
Net assets, as restated, October 1, 2003 $ (14,827,556)

In addition, GASB Statement 34 requires that the District include a Management's Discussion and Analysis
(“MD&A”) section providing an analysis of the District’s overall financial activity. The District will continue to
provide budgetary comparison information; however, the District is also required to add the original budget to
the current comparison of final budget and actual results.

Government-Wide and Fund Financial Statements
The basic financial statements include both government-wide and fund financial statements.

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the non-fiduciary activities of the primary government. For the most part, the effect
of interfund activity has been removed from these statements.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Directexpenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers who purchase, use or directly
benefit from goods, services or privileges provided by a given function or segment; 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function or segment and 3)
operating-type special assessments that are treated as charges for services (including assessments for
maintenance and debt service). Other items not included among program revenues are reported instead as
general revenues.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

Governmental fund financial statements are reported using the current financial resources measuremert focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be avaifable when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures are recorded only when payment is due.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

Assessments

Maintenance assessments are non-ad valorem assessments on all platted lots within the District. Maintenance
assessments are levied each November 1 on property as of the previous January 1. The fiscal year for which
assessments are levied begins on October 1 with a maximum discount available for payments through
November 30 and becomes delinquent on April 1. The County Tax Collector's Office bills and collects
maintenance assessments on behalf of the District.

Special assessments are imposed on each parcel of benefited land within the Disirict in accordance with the
Bond Indenture. Certain assessments are collected upon closing on each lot sold and are used to prepay a
portion of the Bonds and to pay a portion of the interest owed. The District must also levy and collect
additionat annual assessments to provide funds for additional debt service on the portion of the Bonds which
are not paid for from the prepaid assessments. The fiscal year for which assessments are levied begins on
October 1 with a maximum discount available for payments through November 30 and becomes delinquent on
Aprit 1. The County Tax Collector’s Office also bills and collects special assessments on behalf of the District.

Assessments and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. Only the portion of
assessments receivable due within the current fiscal period is considered to be susceptible to accrual as
revenue of the current period. All other revenue items are considered to be measurable and available only
when cash is received by the government.

The District reports the following major governmental funds:

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

Debt Service Fund Serigs 2000
The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest on long-term general obligation debt on the Series 2000 Bonds.

Debt Service Fund Series 2002
The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest on long-term general obligation debt on the Series 2002 Bonds.

Debt Service Fund Series 2003
The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest on long-term general obligation debt on the Series 2003 Bonds.

Capital Projects Fund Series 2000
This fund accounts for the financial resources to be used for the acquisition or construction of major
infrastructure within the District financed with the Series 2000 Bonds.

Capital Projects Fund Series 2002
This fund accounts for the financial resources to be used for the acquisition or construction of major
infrastructure within the District financed with the Series 2002 Bonds.

Capital Projects Fund Series 2003
This fund accounts for the financial resources to be used for the acquisition or construction of major
infrastructure within the District financed with the Series 2003 Bonds.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.

When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.
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