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INDEPENDENT AUDITORS' REPORT

To the Board of Super’viso_rs L

‘Fiddler's Creek Community Development District #2
C.qlli‘erfCounty, Florida - . ' R .

We have audited the accompanying statément' of net assets (deficit) and balance sheet of the
~ governmental activities and major funds of Fiddler's Creek Community Development District #2 (the

District) as of September 30, 2007, and the statement of activities, -statement of revenues,
expenditures and changes in-fund balances and statement of revenues, expenditures and change in
fund balance - budget and actual - General Fund for the year then ended, 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 anditing 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 basic financial statements
are free of material misstatement. An andit includes examining, on a test basis, evidence supporting
the amounts and.disclosures in the basic financial statements, An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the-
overall basic financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion, - o : '

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities and major funds of the Fiddler's Creek
Community Development District #2 as of September 30, 2007, and the changes in its financial
position and budgetary comparison for the General Fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America. '

In accordance with Government Auditing Standards, we have also issued our Teport dated
September 30, 2008, on our consideration of the District's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts 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
the internal control over financial reporting or on-compliance. That report is-an integral part of an
audit performed in accordance with Goyernment Auditing Standards and should be considered in
assessing the results of our audit. ' ' ‘
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
MANAGEMENT'S DISCUSSION AND ANALYSIS
September 30, 2007

Our discussion and analysis of Fiddler's Creek Community Development District #2’s (the
District) financial performance provides an overview of the District’s financial activities for the years
ended September 30, 2007 and 2006. Please read it in conjunction with the District’s basic financial
statements, which immediately follow this discussion,

FINANCIAL HIGHLIGHTS

The following are the highlights of financial activity for the year ended September 30, 2007:

. The District’s total liabilities exceeded its assets at September 30, 2007 by
$ 14,951,390.

. The District’s total revenues were $ 7,628,702, $ 6,411,124 from non-ad valorem
assessments and $ 1,217,578 from interest income. The District’s expenses for this
year were $ 17,355,990,

OVERVIEW OF THE FINANCIAL STATEMENTS

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

stat_ements .

Government-Wide Fipancial Statements

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

The statement of net assets (deficit) presents information on all the District’s assets and
liabilities, with the difference between the two reported as net assets (deficit). 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 District’s net assets changed
during the 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 can be found on pages 7 and 8 of this report.

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 has only one fund type:
governmental funds.



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2007

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 balances of spendable resources available at
the end of the year. Such information may be useful in evaluating a government’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 District’s near-term financing
decisions. Both the governmental fund balance sheet and the statement of revenues, expenditures, and
changes in fund balances provide reconciliations to facilitate this comparison between governmental
funds and governmental activities.

The governmental fund financial statements can be found on pages 9 through 13 of this report.

Notes to Basic Financial Statements

The notes provide additional information that is essential for a full understanding of the data
provided in the government-wide and fund financial statements. The notes to basic financial
statements can be found on pages 14 through 23 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. The
following table reflects the condensed government-wide statement of net assets (deficit) as of
September 30, 2007 and 2006:

Fiddler's Creek Community Development District #2
Statement of Net Assets (Deficit)

2007 2006
Current and other assets $ 31,482,770 $ 34,582,863
Capital assets, net 40,225.447 32.304,299
Total assets 71,708,217 66,887,162
Other Habilities 2,344,607 1,982,899
Long-term liabilities 84,315,000 70.128.365
Total liabilities 86,659,607 72,111,264
Net assets:
Invested in capital assets, net
of related debt (deficit) (25,322,399) (11,828,432)
Restricted 10,359,790 6,594,865
Unrestricted 11,219 9.465

Total net assets (deficit) $ (14.951,390) §$ (5.224,102)



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2007

Governmental Activities

Governmental activities for the year ended September 30, 2007 decreased the District’s net
assets by $ 9,727,288, as reflected in the table below:

Fiddler's Creek Community Development District #2
Statement of Activities

2007 2006
REVENUES:
Program revenue:
Non-ad valorem assessments $ 6,411,124 § 4,243,476
General revenue:

Interest income 1,217,578 799,484
Total revenues 7,628,702 5,042,960
EXPENSES:
Interest expense 4,195,296 3,409,333
Physical environment 12,962,852 1,149,477
General government 119,311 124,983
Other debt service costs 78.531 -
Total expenses 17,355,990 4,683,793
Change in
net assets (9,727,288) 359,167
NET ASSETS (DEFICIT),
BEGINNING OF YEAR (5.224.102) (5,583.269)
NET ASSETS (DEFICIT),
END OF YEAR $ (14,951,390) $ (5.224,102)

ANALYSIS OF THE GOVERNMENTAL FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information
is useful in assessing the District’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a District’s net resources available for spending at the end of the
fiscal year. The General, Debt Service and Capital Project Funds comprise the total governmental
funds.

As of the end of the most current fiscal year, the District’s governmental funds reported
combined ending fund balance of approximatety $ 29,700,000.



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2007

CAPITAL ASSETS AND DEBT ADMINISTRATION

The District’s investment in capital assets for its governmental activities as of
September 30, 2007 amounts to $ 40,225,447, net of accumulated depreciation and consists of land
and improvements, infrastructure and buildings and improvements.

At the end of the year, the District had total bonded debt outstanding of $ 84,810,000. The
District’s debt represents bonds secured solely by a specified revenue source (i.e., revenue bonds).
The key factor in the increase in debt was $ 17,275,000 in bond proceeds.

Additional information on the District’s long-term debt can be found in Note 5 on pages 19
through 22 of this report.

GENERAL FUND BUDGETARY HIGHLIGHTS

There were no amendments to the September 30, 2007 budget and revenues and expenditures
were both under the adopted budget for the year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

Revenues and expenditures for the fiscal year 2008 adopted budgets for the General and Debt
Service Funds of the District total approximately $ 5,800,000. The major changes occur in the Debt
Service Fund budget, which projects additional interest payments for the Special Assessment Revenue
Bonds, Series 2005.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of Fiddler's Creek Community
Development District #2’s finances for all those with an interest. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to the
Fiddler's Creek Community Development District #2, 6131 Lyons Road, Suite 100, Coconut Creek,
FL 33073.



BASIC
FINANCIAL STATEMENTS



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
STATEMENT OF NET ASSETS (DEFICIT)
September 30, 2007

Governmental
Activities
ASSETS:
Cash and cash equivalents $ 29,673,460
Accrued interest receivabie 111,924
Assessments receivable 8,073
Capital assets:
Non-depreciable 15,666,036
Depreciable, net 24,559,411
Unamortized bond issuance costs 1.689.313
Total assets 71,708,217
LIABILITIES:
Accounts payable 11,090
Due to other governmenis 34,369
Accrued interest payable 1,755,896
Due to Developer 48,252
Bonds payable, due within one year 495,000
Bonds payable, due in more than one year 84,315,000
Total liabilities 86,659,607
COMMITMENT (Note 8) -
NET ASSETS (DEFICIT):
Invested in capital assets, net of related debt (deficit) (25,322,399)
Restricted for:
Debt service 10,359,790

Unrestricted

Total net assets (deficit)

11,219

$ (14,951,390

The accompanying notes to basic financial statements are an integral part of these statements.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2007

Governmertal
__Activities
Net
Revenues
Program Revenues (Expenses) and
Charges Operating Capital Change in
for Grants and Grants and Net Assets
Expenses . _Services  Contributions Contributions (Deficit)
FUNCTIONS/PROGRAMS:
Governmental activities:

Interest expense $ 4,195296 $ 5,720,259 $ - $ - % 1,524,963
Physical environment 12,962,852 511,240 - - (12,451,612)
General government 119,311 179,625 - -- 60,314
Other debt service cost 78.531 - - -~ (78.53D)

Total governmental
activities $17.355990 $ 6,411,124 § -~ $ - (10,944,866)
General revenues:

Interest income 1,217,578
Change in net assets (9,727,288)
Net assets (deficit), October 1, 2006 (5,224,102)
Net assets (deficit), September 30, 2007 $ (14.951,390)

The accompanying notes to basic financial statements are an integral part of these statements.

8
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS (DEFICIT)

September 30, 2007

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF NET ASSETS (DEFICIT) ARE DIFFERENT BECAUSE:

Total fund balances of governmental funds in the balance sheet, page 9 $ 29,699,746
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds:
The cost of capital assets is 42,597,202
Less accumulated depreciation (2,371,755)
Other assets used in governmental activities are not financial
resources and therefore are not reported in the governmental funds:
Deferred charge on issuance costs
(to be amortized over the life of the debt) 1,909,498
Less accomulated amortization (220,185)
Certain liabilities are not due and payable in the current period and
therefore are not reported in the governmental funds:
Accrued interest payable (1,755,896)
Governmental revenue bonds payable (84,810,000)
NET ASSETS (DEFICIT) OF GOVERNMENTAIL ACTIVITIES, PAGE 7 $ (14.951,390)

The accompanying notes to basic financial statements are an integral part of these statements.

16
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2007

NET CHANGES IN FUND BALANCES - TOTAL
GOVERNMENTAL FUNDS, PAGE 11

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is depreciated over their estimated useful lives.

Expenditures for capital assets
Less current provision for depreciation
Less capital assets conveyed to other entities

The issuance of long-term debt provides current
financial resources to governmental funds; however,
has no effect on net assets:

Bond proceeds
Bond issue costs

Repayment of debt principal is an expenditure in the
governmental fund, but the repayment reduces long-term
liabilities in the statement of net assets:

Principal payment

Certain items reported in the statement of activities do not require
the use of current financial resources and therefore are not
reported as expenditures in the governmental funds:

Provision for amortization of bond issuance costs
Change in accrued interest payable

CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES, PAGE 8

$ (3,321,964)

20,305,352
(1,274,920)
(11,109,281)

(17,275,000)
62,177

3,165,000

(78,531)
(200,121}

$ (9.727.288

The accompanying notes to basic financial statements are an integral part of these statements.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL - GENERAL FUND
For the Year Ended September 30, 2007

REVENUES:
Non-ad valorem assessmenis
Interest income
Total revenues
EXPENDITURES:
Current:
General government
Physical environment
Total expenditures

Net change in fund balances

FUND BALANCE, October 1, 2006

FUND BALANCE, September 30, 2007

Original
and Final
Budget

$ 731,267
1,000

732,267

162,098
543,920

706,018
26,249

9.465

$ 35714

Actual

$ 690,865
8,848

699,713

119,311
578.648

697.959
1,754

9.465

$ 11219

Variance
$ (40,402)
7.848
(32.554)

42,787
(34.728)

8.059
(24,495)

$ __(24.495)

The accompanying notes to basic financial statements are an integral part of these statements.

13



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 1 - ORGANIZATION AND OPERATIONS

Fiddler's Creek Community Development District #2 (the District) was created November 19,
2002 under the provisions of Chapter 190 of the Florida Statutes by the Collier County Board of
County Commissions. The District was established for the purposes of financing and managing the
acquisition, construction, maintenance and operation of the infrastructure necessary for community
development within its jurisdiction. The District is authorized to issue bonds for the purpose, among
others, of financing, funding, planning, establishing, acquiring, constructing or reconstructing,
enlarging or extending, equipping, operating and maintaining water management, water supply, sewer
and wastewater management, bridges or culverts, roads, landscaping, street lights and other basic
infrastructure projects within or without the boundaries of the Fiddler's Creek Community
Development District #2. The District is governed by a five-member Board of supervisors who are
elected for four year terms.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the District have been prepared in conformity with generally
accepted accounting principles as applied to governmental units. The District’s more significant
accounting policies are described below:

The financial reporting entity:

The criteria used for including component units consists of identification of legally separate
organizations for which the Board of Supervisors of the District are financially accountable. This
criteria also includes identification of organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reporting entity’s
basic financial statements to be misleading or incomplete. Based upon this review, there were no
potential component units of the District.

Basis of presentation:
FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The District's basic financial statements include both government-wide (reporting the District
as a whole) and fund financial statements (reporting the District's major funds). Both the government-
wide and fund financial statements categorize primary activities as either governmental or business
type. All of the District's activities are classified as governmental activities.

In the government-wide statement of net assets, the governmental activities column is presented
on a consolidated basis, if applicable, and is reported on a full-accrual, economic resource basis,
which recognizes all noncurrent assets and receivables as well as all noncurrent debt and obligations,
when and if applicable.

The government-wide statement of activities reports both the gross and net cost of each of the
District's functions. The net costs, by function, are also supported by general revenues, other
revenue, etc. The statement of activities reduces gross expenses by related program revenues,
operating and capital grauts. Program revenues must be directly associated with the function.
Operating grants include operating-specific and discretionary (either operating or capital) grants while
the capital grants column reflect capital-specific grants. For the year ended September 30, 2007, the
District had $ 6,411,124 in program revenues.

14



FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

This government-wide focus is more on the ability to sustain the District as an entity and the
change in the District's net assets resulting from the current year's activities,

FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The accounts of the District are organized on the basis of funds. The operations of the funds
are accounted for with separate self-balancing accounts that comprise their assets, liabilities, fund
equity, revenues and expenditures.

The District reports the following major governmental funds:

General Fund - This fund is used to account for all operating activities of the District,
At this time, revenues are derived principally from non-ad valorem assessments and
interest income.

Debt Service Fund - These funds are used to account for the accumulation of resources
for and the payment of long-term debt principal and interest.

Capital Projects Fund - These funds are used to account for financial resources
segregated for the acquisition or construction of capital facilities other than those
financed by enterprise operations, if applicable.

Measurement focus, basis of accounting and presentation:

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the basic financial statements. It relates to the timing of
the measurements made regardless of the measurement focus applied. Governmental funds use the
current financial resources measurement focus and the government-wide statements use the economic
resources measurement focus.

Governmental activity in the government-wide financial statements is presented on the accrual
basis of accounting. Revenues are recognized when earned and expenses are recognized when
incurred.

The governmental fund financial statements are presented on the modified accrual basis of
accounting under which revenue is recognized in the accounting period in which it becomes
susceptible to accrual (i.e., when it becomes both measurable and available). "Measurable™ means
the amount of the transaction can be determined and "available" means collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period. For this purpose,
the District considers revenues to be available if they are collected within sixty days of the end of the
current year,

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 District’s policy
to use restricted resources first, then unrestricted resources as they are needed.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
Budget:

A budget is adopted for the General Fund and Debt Service Funds on an annual basis.
Appropriations lapse at fiscal year end. Changes or amendments to the total budgeted expenditures
of the District must be approved by the District Board of Supervisors.

The District follows these procedures in establishing the budgetary data reflected in the
financial statements:

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

b. Public hearings are conducted to obtain taxpayer comments.
C. Prior to October 1, the budget is legally adopted by the District Board.

d. The budgets are adopted on a basis consistent with generally accepted accounting
principles.

Cash and cash equivalents:

Cash and cash equivalents are defined as demand deposits, money market accounts, and short-
term investments with original maturities of three months or less from the date of acquisition.

Investments:

Investments, if held, are stated at their fair value, which is based on quoted market prices.
Unrealized gains and losses in fair value are recognized. Certain money market investments are stated
at amortized cost if they have a remaining maturity of one year or less when purchased.

Capital assets:

Capital assets are reported in the governmental activities column in the government-wide
financial statements. The government defines capital assets as assets with an initial, individual cost
of more than $ 750 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

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

Assessments:

Assessments are non-ad valorem assessments on all platted lots within the District.
Assessments are levied each November 1 on property as of the previous January 1. Certain
assessments are collected upon closing on each lot sold and are used to prepay a portion of the Bonds
outstanding. In addition, annual assessments are levied and collected to provide funds for the debt
service on the portion of the Bonds which are not paid for from the prepaid assessments and to pay
for the operations and maintenance of the District. The fiscal year for which annual assessments are
levied begins on October 1 with a maximum discount available for payments through November 30
and become delinquent on April 1.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Eaquity classifications:

Government-wide statements
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt - consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, or other borrowings that are attributable to the
acquisition, construction or improvement of those assets.

b. Restricted net assets - consists of net assets with constraints placed on the use either by
1) external groups such as creditors, grantors, contributors, or laws or regulations of
other governments, or 2) law through constitutional provisions or enabling legislation.

C. Unrestricted net assets - all other net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt."

Fund statements

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for
a specific purpose. Designations, if applicable, of fund balance represent tentative management plans
that are subject to change.

Bond issuance costs:

Bond issuance costs will be amortized over the life of the applicable bond issue using the
straight-line method.

NOTE 3 - DEPOSITS AND INVESTMENTS
Deposits

The District’s deposits must be placed with banks and savings and loans which are qualified
as public depositories prior to receipt of public monies under Chapter 280, Florida Statutes, These
deposits are insured by the FDIC up to $ 200,000, $ 100,000 for demand deposits and $ 100,000 for
savings deposits. Monies deposited in amounts greater than the insurance coverage are secured by
the banks pledging securities with the State Treasurer in the collateral pool. At year end, the carrying
amount of the District’s General Fund deposits was $ 53,002 and the bank balance was $ 56,914,
These deposits were fully insured by the FDIC.

Investments

The investment of funds is authorized by Florida Statutes, which allows the District to invest
in the Local Government Surplus Funds Trust or any intergovernmental investment pool authorized
pursuant to the Florida Interlocal Cooperation Act, SEC registered money market funds with the
highest credit quality rating, interest-bearing time deposits or savings accounts in qualified public
depositories and direct obligations of the U.,S. Treasury. Investments of the Debt Service and Capital
Projects Funds are governed by the Bond Indenture.
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FIDDLER'S CREEK. COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 3 - DEPOSITS AND INVESTMENTS (continued)

Investments as of September 30, 2007 of $ 29,620,458 were in money market mutual funds.

These deposits and investments are reflected in the accompanying statement of net assets and
balance sheet - governmental funds in cash and cash equivalents.

Credit risk:

Florida Statutes require the money market mutual funds held by the District to have the highest
credit quality rating from a nationally recognized rating agency. The money market mutual funds held
by the District are rated AAAm by Standard and Poor’s and Aaa by Moody’s Investors Service.

Inierest rate risk:

Florida Statutes state that the investment portfolic be structured in such manner as to provide
sufficient liquidity to pay obligations as they come due. The money market mutual funds have an
average maturity ranging from 8 to 23 days.

Custodial credit risk:

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. At September 30, 2007, the District’s investments were
not subject to custodial credit risk.

NOTE 4 - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2007 was as follows:

Balance Balance
October 1, September 30,
2006 Increases Deletions 2007
Governmental Activities:
Capital assets, not being
depreciated;
Land and improvements $ 4,496,446 § 13,278,259 § 2,108,660 % 15,666,036
Construction-in-progress 3,581,996 - 3.581.996 -
Total capital assets, not
being depreciated 8,078,442 13,278.259 5,690,665 15,666,036
Capital assets,
bemng depreciated:
Infrastructure 17,088,999 8,077,049 9,275,028 15,891,020
Buildings and improverents 8,508,106 2.532.040 -- 11,040,146
Total capital assets,
being depreciated 25,597,105 10,609,089 9,275,028 26,931,166
Total capital assets 33,675,547 23,887,348 14,965,693 42,597,202
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 4 - CAPITAL ASSETS (continued)

Balance Balance
October 1, ) September 30,
2006 Increases Deletiong 2007
Less accumulated
depreciation for:
Infrastructure 869,839 678,766 274,413 1,274,192
Buildings and improvements 501,409 596,154 - 1.097.563
Total accunmlated
depreciation 1,371,248 1,274,920 274,413 2,371,755
Total capital assets,
being depreciated, net 24,225 857 9,334,169 9,000,615 24,559,411
Governmental activities
capital assets, net $ 32304299 §$ 22612428 $ 14,691,280 § _40.225.447

Provision for depreciation was charged to functions as follows:

Governmental Activities:
Physical environment $ 1,274,920

NOTE 5 - LONG-TERM DEBT
a. Summary of Long-Term Debt of Governmental Activities

Long-term debt of the governmental activities at September 30, 2007 is comprised of the
following bond issue:

$ 4,715,000 Special Assessment Revenue Bonds, Series
2003 A; due in annual installments commencing May 2006
through 2016, interest payable semiannually at 6.00%. $ 4,055,000

$ 21,670,000 Special Assessment Revenue Bonds, Series
2003A; due in annual installments commencing May 2017
through 2035, interest payable semiannually at 6.375%. 21,670,000

$ 9,905,000 Special Assessment Revenue Bonds, Series
2003B; due in one lump-sum payment May 2013; interest
payable semiannually at 5.75%. 7,090,000

$ 13,145,000 Special Assessment Bonds, Series 2004; due
in annual installments commencing May 2008 through
2037; interest payable semiannually at 6.75%. 13,145,000
$ 38,850,000 Special Assessment Bonds, Series 2005; due

in annual installments commencing May 2009 through
2038; interest payable semiannually at 6.00%). 38,850,000

$ 84.810.000
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 5 - LONG-TERM DEBT (continued)

The following is a summary of changes in governmental activities long-term debt for the year
ended September 30, 2007:

Balance Balance Due
October 1, September 30, Within
2006 Additions Deletions 2007 One Year

Special Assessment
evenue Bonds,
Series 2003A $ 4405000 $ - $ 350,000 $ 4,055,000 § -

Special Assessment
evenue Bonds,
Series 2003A 21,670,000 - - 21,670,000 -

ecial Assessment
evenue Bonds,
Series 2003B 9,905,000 - 2,815,000 7,090,000 -

Special Assessment
evenue Bonds,
Series 2004 13,145,000 - - 13,145,000 145,000

Special Assessment
evenue Bonds,
Series 2005 21,575,000 17.275,000 - 38,850,000 350,000

$ 70,700,000 $ 17,275,000 $ _3,165000 $ _84810,000 $ 493,000

b. Summary of Significant Debt Terms of Governmental Activities

$ 4,715,000 Special Assessment Revenue Bonds, Series 2003A - The District previously
issued $ 4,715,000 in Special Assessment Revenue Bonds, Series 2003A for the purpose of
funding certain projects within the boundaries of the District. The Bonds are payable in annual
principal instaliments through 2016, Interest at 6.00% is payable semiannually on the first day
of each May and November.

The District is required by the Bond Indenture to levy and.collect special assessments pursuant
to Florida Statutes, Section 190.022. The collection of these assessments is restricted and
applied to the debt service requirements of the Bond Issue. Further, the District covenants to
levy special assessments in annual amounts adequate to provide for payment of principal and
interest on the Bonds as they become due.

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions through May 2016, the maturity date. The
District is required to redeem the Bonds at par prior to schedule from the proceeds of any
assessments prepaid or if certain events occur as outlined in the Bond Indenture. The Bonds
are subject to redemption at the option of the District at par plus accrued interest from payment
date to the redemption date on or after May 1, 2013,

The Indenture requires a reserve fund equal to 7.47% of the 2003A Bonds outstanding. As
of September 30, 2007, the reserve fund account balance was sufficient to satisfy this
requirement.

$ 21,670,000 Special Assessment Revenue Bonds, Series 2003A. - The District previously
issued $ 21,670,000 in Special Assessment Revenue Bonds, Series 2003A for the purpose of
funding certain projects within the boundaries of the District. The Bonds are payable in annual
principal installments commencing May 2017 through 2035, Interest at 6.375% is payable
semiannually on the first day of each May and November.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 5 - LONG-TERM DEBT (continued)

The District is required by the Bond Indenture to levy and collect special assessments pursuant
to Florida Statutes, Section 190.022. The collection of these assessments is restricted and
applied to the debt service requirements of the Bond Issue. Further, the District covenants to
levy special assessments in annual amounts adequate to provide for payment of principal and
interest on the Bonds as they become due.

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions through May 2035, the maturity date. The
District is required to redeem the Bonds at par prior to schedule from the proceeds of any
assessments prepaid or if certain events occur as outlined in the Bond Indenture. The Bonds
are subject to redemption at the option of the District at par plus accrued interest from payment
date to the redemption date on or after May 1, 2013.

The Indenture requires a reserve fund equal to 7.47% of the 2003A Bonds outstanding. As
of September 30, 2007, the reserve fund account balance was sufficient to satisfy this
requirement.

$ 9,905,000 Special Assessment Revenue Bonds, Series 2003B - The District previously
issued $ 9,905,000 in Special Assessment Revenue Bonds, Series 2003B for the purpose of
funding certain projects within the boundaries of the District. The Bonds are payable in one
principal installment in 2013. Interest at 5.75% is payable semiannually on the first day of
each May and November.

The District is required by the Bond Indenture to levy and collect special assessments pursuant
to Florida Statutes, Section 190.022. The collection of these assessments is restricted and
applied to the debt service requirements of the Bond Issue. Further, the District covenants to
levy special assessments in annual amounts adequate to provide for payment of principal and
interest on the Bonds as they become due.

The Bonds are not subject to mandatory redemption prior to their scheduled maturity. The
District is required to redeem the Bonds at par prior to schedule from the proceeds of any
assessments prepaid or if certain events occur as outlined in the Bond Indenture.

The Indenture requires a reserve fund equal to 11.19% of the 2003B Bonds ontstanding. As
of September 30, 2007, the reserve fund account balance was sufficient to satisfy this
requirement.

$ 13,145,000 Special Assessment Bonds, Series 2004 - The District previously issued
$ 13,145,000 in Special Assessment Bonds, Series 2004 for the purpose of funding certain
projects within the boundaries of the District. The Bonds are payable in annual principal
installments through 2037. Interest at 6.75% is payable semiannually on the first day of each
May and November.

The District is required by the Bond Indenture to levy and collect special assessments pursuant
to Florida Statutes, Section 190,022, The collection of these assessments is restricted and
applied {o the debt service requirements of the Bond Issue. Further, the District covenants to
levy special assessments in annual amounts adequate to provide for payment of principal and
interest on the Bonds as they become due.
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 5 - LONG-TERM DEBT (continued)

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions commencing in May 2008 through May 2037,
the maturity date. The District is required to redeem the Bonds at par prior to the schedule
from the proceeds of any assessments prepaid or if certain events occur as outlined in the Bond
Indenture. The Bonds are subject to redemption at the option of the District at a premium on
or before May 1, 2015 and at par on or after May 1, 2016,

The Bond Indenture requires a reserve fund equal to 50% of the maximum annual debt service
requirements, As of September 30, 2007, the reserve fund account balance as sufficient to
satisfy this requirement.

$ 38,850,000 Special Assessment Bonds, Series 2005 - The District issued $ 17,275,000
during the current year and $ 21,575,000 previously in Special Assessment Bonds, Series 2005
for the purpose of funding certain projects within the boundaries of the District. The Bonds
are payable in annual principal installments through 2038. Interest at 6.00% is payable
semiannually on the first day of each May and November,

The District is required by the Bond Indenture to levy and collect special assessments pursuant
to Florida Statutes, Section 190.022. The collection of these assessments is restricted and
applied to the debt service requirements of the Bond Issue. Further, the District covenants to
levy special assessments in annual amounts adequate to provide for payment of principal and
interest on the Bonds as they become due.

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions commencing in May 2009 through May 2038,
the maturity date. The District is required to redeem the Bonds at par prior to the schedule
from the proceeds of any assessments prepaid or if certain events occur as outlined in the Bond
Indenture. The Bonds are subject to redemption at the option of the District at a premium on
or before May 1, 2016 through April 30, 2017 and at par on or after May 1, 2017.

The Bond Indenture requires a reserve fund equal to 50% of the maximum annual debt service
requirements. As of September 30, 2007, the reserve fund account balance as sufficient to
satisfy this requirement.

The annual debt service requirements for the Series 2003, 2004 and 2005 Special Assessment
Revenue Bonds consist of:

Year ending

September 30, Principal Interest Total
2008 3 495,000 $ 5,086,538 $ 5,581,538
2009 1,020,000 5,219,863 6,239,863
2010 1,080,000 5,157,502 6,237,502
2011 1,155,000 5,091,463 6,246,463
- 2012 1,225,000 5,020,814 6,245,814
2013-2017 14,430,000 22,258,477 36,688,477
2018-2022 9,960,000 19,262,851 29,222 851
2023-2027 13,540,000 13,886,982 27,426,982
2028-2032 18,410,000 8,513,794 26,923,794
2033-2037 20,830,000 3,795,375 24,625,375

2038 2.665,000 159.900 2.824.900

$ 84.810,000 $ 93.453.559 $ 178,263,559
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FIDDLER'S CREEK COMMUNITY DEVELOPMENT DISTRICT #2
NOTES TO BASIC FINANCIAL STATEMENTS
September 30, 2007

NOTE 6 - RISK MANAGEMENT

The District purchased an insurance policy that provided coverage of up to a $ 1,000,000
maximum for each general liability occurrence in combination with a maximum annual aggregate
coverage of approximately $ 2,000,000 for the policy year ending September 30, 2007, Other
insurance policies carried by the District during the year included automobile, public officials liability
and employment practices liability. Deductible amounts ranged from $ 0 to $ 2,500. Settlement
amounts have not exceeded insurance coverage during the last three (3) fiscal years.

NOTE 7 - ECONOMIC DEPENDENCY AND RELATED PARTY TRANSACTIONS

All of the members of the District’s Board of Supervisors are affiliated with the Developer.
There was § 48,252 due to the Developer in the 2005 Capital Projects Fund at September 30, 2007.

A significant portion of the District's activity is dependent upon the continued involvement of
the Developer the Joss of which would have a materially adverse effect on the District's operations.

NOTE 8 - COMMITMENT

The District has construction contracts for various infrastructure improvements. The
remaining commitment on these contracts at September 30, 2007 was approximately $ 1,325,000.

NOTE & - NET ASSETS (DEFICIT)

The District has a government-wide net assets deficit of $ 14,951,390 as of September 30,
2007, while there is no such deficit reflected in the governmental fund statements. The deficit relates
to the accrual of certain expenses, principally interest, which are not currently recerded in the fund
statements. When recognized as expenditures in the fund statements, they will be recovered from the
Developer (Note 7) or through assessment to benefitted property owners. The deficit also relates to
various infrastructure improvements which have been financed through the issuance of long-term debt,
but were conveyed to other entities.
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- INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
- FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
"~ BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
- ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS -

To the Board of Supervisors o R
Fiddler's Creek Community Development District #2 .
Collier County, Florida '

_ We have audited the -statement of net assets (deficit) and balance sheet of Fiddler's Creek
" Community Development District #2 (the “District”) as of September 30, 2007, and the statement
of activities, statements of revenues, expenditures and changes in fund balances and revenues,

s expenditures and change in fund balance - budget and actual - General Fund for the year then ended

and have issued our report thereon dated September 30, 2008. 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. o o _ SR -

Internal Control over Financial Reporting

In planning and performing our audit, we considered Fiddler's Creek Community Development
District #2's internal control over financial reporting as a basis for designing our auditing procedures
~for the purpose of expressing an opinion on the financial statements but not for the purpose of -
expressing an opinion on the effectiveness of Fiddler's Creek Community Development District #2’s
internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Fiddler's Creek Community Development District #2’s internal control over financial
reporting. '

A control deficiency exists when the design or opération of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects Fiddler's Creek Community Development District #2°s
ability to initiate, authorize, record, process or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of Fiddler's Creek Community Development District #2’s financial statements that is
more. than inconsequential will not be prevented or detected by Fiddler's Creek Community
Development District #2’s internal control. ' :

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by Fiddler's Creek Community Development District #2°s internal
control. '
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' 'Fiddler’s-Creek Community Development District #2

 Our consideration of internal control over . financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not identify
“any deficiencies .in internal control over financial reportmg that we consader to be- material
Weaknesses as defmed above, : -

- Com 11ance and Other Matters

As part of obtammg reasonabie assurance. -about whether ‘Fiddler's Creek Community
Development District #2's basic financial statements are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, .
- noncompliance with which could have a direct and material ‘effect on the determination of basic
financial statement amounts. .However, providing an opinion on compliance with those provisions
~was not an objective of our audit and, aeoordmgly, we do'not express such an opinion. The results -
of our tests disclosed no instances of noneomphanee or other matters that are required to be reported

" under Govemment Audxtmg Standards.

This report is intended solely for the mformat:on and use of District management members of
the Board of Supervisors, and the Auditor General of the State of Florida, and is not mtended to be
and should not be used by anyone other than these speexﬁed partles

K

EEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
September 30, 2008
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INDEPENDENT AUDITORS' REPORT TO DISTRICT MANAGEMENT

To the Board of Supervxsors
- Fiddler's Creek Community Development Dlstrlct #2
Colher County, Florlda

 We have audited the basic fmanc1al statements of Fiddler's Creek Community Deveiopment
- District #2 (the "District™, as of and for the year ended September 30 2007, and have 1ssued our
: -report thereon dated September 30, 2008.

We conducted our audlt in aecordance with auditing standards generally accepted n the Umted :
States of America and Government Auditing Standards issued by the Comptroller General of the
United States. We have issued our Independent Auditors' Report on Internal Control over Financial
Reporting and on Compliance and Other. Matters Based on an. Audit of Financial -Statements
Performed in Accordance with Government Auditing Standards. Disclosures in that report, which
are dated September 30, 2008, should be considered in conjunction with this management letter.

~ Additionally, our audit was conducted in accordance with the provisions of Chapter 10.550, Rules
of the Auditor General, which govern the conduct of local governmental entity audits performed in..
the State of Florida and, unless otherwise required to be reported in the report on compliance and
internal controls or schedule of fmdmgs and questioned’ costs this letter is requlred to include the .
following mformatlon -

Section 10.554(1)(i) 1., Rules of the Auditor General, requires that we determine whether or not.
‘corrective actions have been taken to address significant findings and recommendations made in the
.precedmg annual financial audit report.  There were no significant findings and recommendations
made in the preceding annual financial audit report

Section 10. 554(1)(1)2 Rules of the Auditor General, requires our audlt to mclude a review of
the provisions of Section 218. 415, Florida Statutes, regarding the investment of public funds, In
connection with our audit, we determined that Fiddler’s Creek Community Development District #2
complled with Section 218. 415, Florida Statutes.

Section 10.554(1)(1)3., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management, accounting procedures and internal
controls. In connection with our audit, we did not have any such recommendations.

Section 10.554(1)1)4., Rules of the Auditor General, requires that we address violations of
provisions of contracts and grant agreements or abuse that have an effect on the financial statements
that is less than material but more than mconsequentlal In connection with our audit, we did not
have any such findings.
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Fiddler's Creek Community Development District #2

- Section 10.554(1)(1)5., Rules of the Auditor General, requires, based on professional judgment,
the reporting of the following matters that are inconsequential to the financial statements, considering
both quantitative and qualitative factors: (1) violations of laws; rules, regulations and contractual -
provisions or abuse that have occurred, or were likely to have occurred, and would have an
immaterial effect on the financial statements; (2) improper expenditures or illegal acts that would have .
an immaterial effect on the financial statement; and (3) control deficiencies that are not significant

-deficiencies, including, but not limited to; (a) improper or inadequate accounting procedures (e.g.,
_the omission of required disclosures from the financial statements); (b) failures to properly record

financial transactions; and (c) other inaccuracies, shortages, defalcations and instances of frand
discovered by, or that come to the attention of, the auditor. Inconnection with our andit, we did not
have any such findings. ' _

Section 10.554(1)()6., Rules of the Audifor General, requires that the name or official title and

" legal authority for the primary government and each component unit of the reporting entity be
disclosed in this management letter, unless disclosed in the notes to the financial statements.
‘Fiddler's Creek Community Development District #2 was established on November 19, 2002 by

Ordinance No. 02-61 of the Collier County Commission, pursuant to the provisions of Chapter 190,
of the laws of the State of Florida. The District does not have any component units. '

Section 10.554(1)(1)7.a., Rules of the Auditor General, requires a statement be included as to
whether or not the local governmental entity has met one or more of the conditions described in

- Section 218.503(1), Florida Statutes, and identification of the specific condition(s) met. Inconnection
- with our audit, we determined that the District did not meet any of the conditions described in Section
- 218.503(1), Florida Statutes, :

Section 10.554(1)(i)7.b., Rules of the Auditor General, requires that we determine whether the
annual financial report for the District for the fiscal year ended September 30, 2007, filed with the
Florida Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in
agreement with the annual financial audit report for the fiscal year ended September 30, 2007. In
connection with our audit, we determined that these two reports were in agreement. '

Section 10.554(1)(i)7.c. .and 10.556(7), Rules of the Auditor General, require that we apply -
financial condition assessment procedures. ' In connection with our audit, we applied financial
condition assessment procedures. - It is management’s responsibility to monitor the entity’s financial
condition, and our financial condition assessment was based in part on representations made by
management and the review of financial information provided by same.

This management letter is intended éoIer for the information of District - management, Board of
Supervisors and the State of Florida Office of the Auditor General, and is not intended to be and
should not be used by anyone other than these specified parties.

ok P AL,

KEEFE, McCULLOUGH & CO., LLP

Fort Lauderdale, Florida
September 30, 2008
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