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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, Pasco County, Florida (the “District”) as of and for the fiscal year ended
September 30, 2005, which coliectively comprise the District’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 opinions 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 opinions.

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 District as of September 30, 2005,
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.

In accordance with Government Auditing Standards, we have also issued our report dated September 30,
2005, on our consideration of the District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, and contracts 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 Government Auditing
Standards and should be considered in conjunction with this report in considering the results of our audit.

The management's discussion and analysis and 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.

RS

September 5, 2006



MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of Oakstead Community Development District, Pasco County, Florida (“District”)
provides a narrative overview of the District's financial activities for the fiscal year ended September 30, 2005.
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 statemenits.

FINANCIAL HIGHLIGHTS

» The liabilities of the District exceeded its assets at the close of the fiscal year ended September 30,
2005 resulting in a deficit net asset balance of ($5,007,809).

» The District’s total net assets increased by $2,828,935 in comparison with the prior fiscal year. The
key components of the change are reflected in the table in the following section.

» At September 30, 2005, the District’s governmental funds reported combined ending fund balances of
$2,225,760, a decrease of $(3,232,075) in comparison with the prior year. Of the total fund balance,
$2,423,201 is reserved for debt service and other items and the remaining unrestricted balance is a
deficit of ($197,441).

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 staiements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report alsa contains
ather supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

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

The statement of net assets presents information on all the District's assets and liabilities, with the ditference
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 reparied 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 principally supported by
special assessment revenues. The District does not have any business-type activities. The governmental
activities of the District include the general government (management) and maintenance functions.



OVERVIEW OF FINANCIAL STATEMENTS (Continued)

Fund Financial Statements

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

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term infiows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a District's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the iong-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, debt service Series 2000, debt services Series 2002, debt service
Series 2003, capital projects Series 2000, capital projects Series 2002, and capital projects series 2003 funds.
All of the District's 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 additionat information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of an entity's financial position. In the
case of the District, liabiiities exceeded assets at the close of the fiscal year ended September 30, 2005
resulting in a deficit net asset balance of (£5,007,809).

The largest portion of the District's net assets reflects investment in capital assets (e.g. land, land
improvements, and infrastructure), less any related debt used to acquire those assets that is still outstanding.
These assets are used to provide services to residents, consequently, these assets are not available for future
spending. Although the District's investment in capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

An additional portion of the District's net assets represents resources that are subject to external restrictions
on how they may be used. They are funds set aside for debt service under the Bond Indenture. The
remaining balance of unrestricted net assets is a deficit of ($150,225).



GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Key components of the District's net assets are reflected in the following tabie:

NET ASSETS
SEPTEMBER 30,
Restated
2005 2004
Assets, excluding capital assets 3 2,596,693 $ 5,696,971
Capital assets, net of depreciation 4,868,699 5,060,437
Total assets 7,465,302 10,747,408
Liabilities, excluding long-term liabilities 673,201 649,152
Long-term liabilities 11,800,000 17,935,000
Total liabilities 12,473,201 18,584,152
Net Assets
Invested in capital assats, net of related debt {6,919,447) {12,914,833)
Restricted for debt service 2,061,863 5,076,866
Unrestricted (150,225) 1,223
Total net assets $ (5,007,809) § (7.836,744)

During the fiscal year ended September 30, 2005 management became aware of an error in recording capital
outlay in its governmental fund types at September 30, 2004. Accordingly, the District has restated capital
assets and related liabilities. There is no restatement required for opening net assets in the government-wide
statements. More detailed information about the restatement is presented in the notes of the financial
statements.

The District's net assets increased by $2,828,935 during the fiscal year ended September 30, 2005
Key elements of this increase are as follows:

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

2005 2004

Revenues:
Program revenues $ 4752398 % 9,013,008
General revenues 8,027 10
Total revenues 4,760,425 9,013,108

Expenses:
General government 181,377 135,744
Maintenance and operations 787,558 518,770
Interest 962,555 1,367,782
Total expenses 1,931,490 2,022,296
Change in net assets $ 2,828,935 $ 6,990,812

Program revenues, comprised primarily of assessments, decreased in comparison with the prior year. The
decrease is the result of a decrease in prepaid assessments. As discussed in the notes, certain debt service
assessments are collected in advanced and used to prepay a pertion of the Bonds outstanding.



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 and
operating services.

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

FOR THE FISCAL YEAR END SEPTEMBER 30,

2005 2004 As Restated
General government $ 181,377 2% % 148,261 1%
Maintenance and operations 605,820 8% 462,285 4%
Interest and principal on long-term debt 7,205,303 90% 9,152,146 73%
Bond issue costs 70,557 1%
Capitat outtay - 0% 2,740,437 21%
Total $ 7,892,500 100% % 12,573,686 100%

As noted above, debt service comprises the majority of expenditures for total governmental activities in the
both the current and prior fiscal year.

During the fiscal year ended September 30, 2005 management became aware of an error in recording capital
outlay in its governmental fund types at September 30, 2004. The District has restated the capital project fund
financial statements accordingly. There is no restatement required for opening net assets in the government-
wide statements. More detailed information about the restatement is presented in the notes of the financial
statements.

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. The legal level of budgetary control, the ievel at which
expenditures may not exceed budget, is in the aggregate. Any budget amendments that increase the
aggregate budgeted appropriations must be approved by the Board of Supervisors. As of September 30,
2005 general fund expenditures exceeded appropriations by ($157,157). The majority of the over
expenditures were funded by the proceeds of a bank line of credit.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Under Governmental Standards Board Statement 34 and refated amendments, there is a requirement that
certain capital assets be reported. However, the requirement permits certain entities to defer the retroactive
reporting of its general infrastructure to a subsequent year. While the District does report its capital assets
prospectively, it has elected to defer the retroactive reporting of infrastructure to a subsequent year. At
September 30, 2005, the District had $5,138,373 invested in land, water control systems, security,
landscaping, buildings and furniture, fixtures and equipment. In the government-wide statements,
accumulated depreciation of $269,674 has been taken, which resulted in a net book value of $4,868,699.
More detailed information about the District's capital assets is presented in the notes of the financial
statements.

Capital Debt

At September 30, 2005, the District had $11,800,000 Bonds outstanding, a decrease of approximately 34%
from prior year. In addition, in August 2005 the District executed a line of credit note agreement in the amount
of $350,000. Subsequent to September 30, 2005, the District issued Capital Improvement and Refunding
Revenue Bonds consisting of $6,520,000 Series 2006A-1 and $5,780,000 Series 2006 A-2. 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 Oakstead Community Development District's Finance
Department at 210 N. University Drive, Suite 702, Coral Springs, Florida, 33071.



OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT

ASSETS

Cash

Assessments receivable

Interest receivable

Prepaids and deposits

Restricted assets:

Temperarily restricted

Investments

Deferred charges

Capital assets:
Nondepreciable
Depreciable, net

Total assets

LIABILITIES

Accounts payabie
Acerued interest payable
Bank line of credit

Deferred revenue
Non-current liabilities:
Due within one year

PASCO COUNTY, FLORIDA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2005

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 financial statements

Governmental
Activities

4,018
109,308
7,624
13,441

2,425,653
36,749

1,500,000
3,368,699

7,465,392

55,684
339,017
112,000

166,500

130,000
11,670,000

12,473,201

(6,919,447)
2,061,863
(150,225)

$

{5.007,808)
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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, 2005

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

Net change in fund balances - total governmental funds $ (3,232,075)

Depreciation on capital assets is not recognized in the governmental fund statement
but is reported as an expense in the statement of activities. (181,738)

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. 6,135,000

The change in accrued interest on long-term liabilities between the current and prior
fiscal year and the amortization of deferred charges is recorded in the statement of

activities but not in the fund financial statements. 107,748
Change in net assets of governmental activities $ 2,828,935

See notes to the financial statements
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OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT
PASCO COUNTY, FLORIDA
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

Reporting Entity

Oakstead Community Development District ("District") was created on October 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 vaiorem
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. The Board of Supervisors of the District
exercise all powers granted to the District pursuant to Chapter 190, Florida Statutes. At September 30, 2005
certain Board members are affiliated with DEVCO IV, LLC (“Developer™). In addition, the Developer owns a
portion of the land and the District is economically dependent on the Developer.

The Board has the responsibility for:

Assessing and levying assessments.

Approving budgets.

Exercising control over facilities and properties,
Controlling the use of funds generated by the District.
Approving the hiring and firing of key personnei.
Financing improvements.

oW =

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 crganizations for which the
nature and significance of their relationship with the District are such that, if exctuded, 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.

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 staterment of activities)
report information on all of the non-fiduciary activities of the primary government. For the most pant, 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. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers who purchase, use or directly
benefit from goods, services or privileges provided by a given function or segment; 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.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)

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 fevied. 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 measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures are recorded only when payment is due.

Assessments

Assessments are non-ad valorem assessments on 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 discounts available for payments through
February 28 and become delinquent on April 1.

Assessments and interest associated with the current fiscal pericd are all considered to be susceptible to
accrual and so have been recognhized as revenues of the current fiscal period. Only the portion of
assessments receivable due within the current fiscal period is considered to be susceptible o 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 gavernment.

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 Series 2000
The debt service fund is used to account for the accumulation of resources for the annual payment of principal
and interest 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 pringipal
and interest 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 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.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)

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

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 unrestricied resources are available for use, it is the government's policy to use
restricted resources first, then unrestricted resources as they are needed.

Assets, Liabilities and Net Assets or Equity

Restricted Assets
These assets represent cash and investments set aside pursuant to bond covenants,

Deposits and Investments
The District's cash and cash equivalents are considered to be cash on hand and demand deposits.

The District has elected to proceed under the Alternative Investment Guidelines as set forth in Section
218.415 (17) Florida Statutes. The District may invest any surplus public funds in the following:

a) The Local Government Surplus Trust Funds, or any intergovernmental investment pool authorized
pursuant to the Florida Interlocal Cooperation Act;

b} Securities and Exchange Commission registered money market funds with the highest credit quality
rating from a nationally recognized rating agency;

c) Interest bearing time deposits or savings accounts in qualified public depositories;

d) Direct obligations of the U.S. Treasury.

Securities listed in paragraph c and d shali be invested to provide sufficient liquidity to pay obligations as they
come due.

In addition, surplus funds may be deposited into certificates of deposit which are insured. Any unspent Bond
proceeds are required to be held in investments allowed in the Bond indenture.

Investments are stated at fair value.
The District records all interest revenue related to investment activities in the respective funds.
Inventories and Prepaid ltems

inventories of governmental funds are recorded as expenditures when consumed rather than when
purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and fund financial statements.

Deferred Charges

In a prior year, in connection with the issuance of certain debt, the District incurred costs totaling $70,557. In
the government-wide statements that amount has been capitalized and amortized over the estimated life of
the Bonds.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)

Assets. Liabilities and Net Assets or Equity (Continued)

Capital Assets
Capital assets, which include property, plant and equipment, and infrastructure assets (e.q., roads, sidewalks

and similar items) are reporied in the government activities columns in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial, individual cost of mare
than $5,000 (amount not rounded) and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed,

Under Governmental Standards Board Statement 34 and related amendments, there is a requirement that
certain capital assets be reported. However, the requirement permits certain entities to defer the retroactive
reporting of its general infrastructure to a subsequent year. While the District does report its capital assets
prospectively, it has elected to defer the reiroactive reporting of infrastructure to a subsequent year.

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

Assets Years
Building 30
Infrastructure 30
Furniture, fixtures and equipment 10

In the governmental fund financial statements, amounts incurred for the acquisition of capital assets are
reported as fund expenditures. Depreciation expense is not reported in the governmental fund financial
statements.

Detferred Revenue

Deferred revenue includes a fee received in a prior year from a cable company for the right to market cable
services within the District for a ten year period. The fee of $135,000 is being amortized over a ten year
period. As a result, franchise fee revenue for the fiscal year end September 30, 2005 was $13,500 and the
deferred revenue halance at September 30, 2005 was $94,500.

In addition, deferred revenue includes $72,000 of assessments levied but not billed and collected until a
subsequent fiscal year.

Long-Term QObligations
In the government-wide financial statements long-term debt and ather long-term obligations are reported as

liabilities in the statement of net assets. Bond premiums and discounts, as well as issuance costs, are
deferred and amortized over the life of the Bonds using the effective interest method. Bonds payable are
reported net of premiums or discounts.

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as
issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on
debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as debt service expenditures.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets. Liabilities and Net Assets or Equity (Continued}

Fund Equity/Net Assets

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 of fund batance represent tentative management plans that are subject to change.

Net assets in the government-wide statements are categorized as invested in capital assets, net of related
debt, restricted or unrestricted. Invested in capital assets, net of related debt represents net assets related to
infrastructure and property, plant and egquipment, net of any related debt. Restricted net assets represent the
assets restricted by the District's Bond covenants.

Other Disclosures

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principies requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information
The District is required to establish a budgetary system and an approved Annual Budget. Annual Budgets are

adopted on a basis consistent with generally accepted accounting principles for the generai fund.
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 abtain comments.

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

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

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

f)  Unused appropriation for annually budgeted funds lapse at the end of the year.

NOTE 3- CASH AND INVESTMENTS

Cash

The District's cash balances were entirely covered by federal depository insurance or by a collateral pool
pledged to the State Treasurer. Florida Statutes Chapter 280, "Florida Security for Public Deposits Act”,
requires all qualified depositories to deposit with the Treasurer or another banking institution eligible collateral
equai to various percentages of the average daily balance for each month of all public deposits in excess of
any applicable deposit insurance held. The percentage of eligible collateral (generally, U.S. Governmental and
agency securities, state or local government debt, or corporate bonds) to public deposits is dependent upon
the depository's financial history and its compliance with Chapter 280. In the event of a failure of a qualified
public depository, the remaining public depositories would be responsible for covering any resulting losses.
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NOTE 3- CASH AND INVESTMENTS {Continued)
Investments

The District’s investments were held as follows at September 30, 2005:

Fair Vaiue Credit Risk Maturities

Average of the fund
Cash Management Accounts $ 300,867 First Tier portfolio: 48 days
Morgan Staniey Instl Liquidity Govt Average of the fund
Portfolio Inv CL 1,240,471 Not available portfolio: 30 days

Average of the fund
Wertz York The Core Fund-Mutual Fund 884,315 AAAF/S1+ portfolio: 30 days

Total Investments $ 2,425,653

Custodial tisk — For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of the investments or collateral securities that are
in the possession of an outside party. The District has no formal policy for custodial risk. The District
investments are not evidenced by securities that exist in physical or book entry farm.

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

Interest rate risk — The District does not have a formal policy that limits investment maturities as a means of
managing exposure to fair value losses arising from increasing interest rates.

However, the majority of the investments above are unspent Bond proceeds held by the debt service and
capital projects funds. The Bond Indentures limits the type of investments using unspent proceeds.

NOTE 4 - RESTATEMENT

During the fiscal year ended September 30, 2005 management became aware of an error in recording capital
outlay in its governmental fund types at September 30, 2004. The District has restated the capital project fund
financial statements accordingly. There is no restatement required for opening net assets in the government-
wide statements. The following table summarizes the change:

Contracts and

Accounts retainage

Government-wide statements Capital assets payable payable
Balance October 1, 2004 as previously recorded 3 5145660 $ 89,071 &% 82,900

Coerrection of an error in recording asset and liability (95,223) {12,323) (82,900)
Balance October 1, 2004 as restated $ 5,050,437 $ 76,748 § -

Contracts and
retainage

Fund statements payable Fund balance
Balance October 1, 2004 as previously recorded $ 95223 § 5,362,612

Carrection of an error in recarding liability and expenditure (95,223) 95,223
Balance QOctober 1, 2004 as restated $ - $ 5,457,835
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NOTE 5 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended September 30, 2005 was as follows:

Restated
Beginning Ending
Balance Additions Reductions Balance

Governmental activities
Capital assets, not being depreciated

Land $ 1,500,000 $ - L - $ 1,500,000

infrastructure under construction 2,645,214 - (2,645,214) -
Total capital assets, not being depreciated 4,145,214 - (2,645,214) 1,500,000
Capital assets, being depreciated

Water control 2,033,664 2,033,664

Roadways and street lights 317.615 317,615

Security and landscaping 293,935 293,935

Buildings 830,224 830,224

Furniture, fixtures and equipment 162,935 162,935
Total capital assets, being depreciated 993,159 2,645 214 - 3,638,373
Less accumulated depreciation for:

Water control {67.789) (67.789)

Roadways and street lights {10,587) (10,587)

Security and landscaping {29,394) (28,394)

Buildings (55,348) (57,674) (113,022}

Furniture, fixtures and equipment (32,588) (16,284) (48,882}
Total accumulated depreciation (87,936) (181,738) - (269,674}
Total capital assets, being depreciated, net 905,223 2,463,476 - 3,368,699
Governmental activities capital assets, net $ 5050437 $ 2,463,476 $ (2,645214) § 4,868,600

Under Governmental Standards Board Statement 34 and related amendments, there is a requirement that
certain capital assets be reported. However, the requirement permits certain entities to defer the retroactive
reporting of its general infrastructure to a subsequent year. While the District does report its capital assets

‘prospectively, it has elected to defer the retroactive reporting of infrastructure to a subsequent year. The

District has incurred costs of approximately $26,500,000 related to infrastructure improvements. Certain
improvements have been or will be conveyed to other governmentat entities.

NOTE 6 - LONG TERM LIABILITIES

Series 2000

On August 24, 2000, the District issued $19,195,000 of Capital Improvement Revenue Bonds, consisting of
$5,675,000 Series 2000A Term Bonds due on May 1, 2033 with a fixed interest rate of 7.20% and
$13,520,000 Series 2000B Term Bonds due May 1, 2007 with a fixed interest rate of 6.50%. The Bonds were
issued to finance the acquisition and construction of certain improvements for the benefit of the District.
Interest is paid semiannually on each May 1 and November 1. Principal on the Series 2000A Bonds is paid
serially commencing May 1, 2004 through May 1, 2033. Principal on the Series 2000B Bonds is due in one
lump sum on May 1, 2007.

The Series 2000A Bonds are subject to redemption at the option of the District, in whale or in part at any time
onh or after May 1, 2012 at a redemption price as set forth in the Bond Indenture.
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NOTE 6 - LONG TERM LIABILITIES (Continued)

Series 2000 (Continued)

The Bonds are subject to extraordinary mandatory redemption prior to maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture. This occurred on the Series
2000 Bonds as the District collected assessments from the lot owners and prepaid $1,355,000 during the
fiscal year ended September 30, 2005. Subsequent to year end the District called additional Bonds for
prepayment. See Note 12 — Subsequent Events.

The Bond Indenture requires that the District maintain adeguate funds in a reserve account to meet the debt
service reserve requirement as defined in the Indenture. The requirement has been met for fiscal year ended
September 30, 2005.

The Bond Indenture has certain restrictions and requirements relating principally to the use of proceeds to pay
for the infrastructure improvements and the procedures to be followed by the District on assessments to
property owhers. The District agreed to levy special assessments in annual amounts adequate to provide
payment of debt service and to meet the reserve requirements. The District is in compliance with the
requirements of the Bond Indenture.

Series 2002

On May 24, 2002, the District issued $12,435,000 of Capital Improvement Revenue Bonds, consisting of
$4,995,000 Series 2002A Term Bonds due on May 1, 2033 with a fixed interest rate of 6.875% and
$7.440,000 Series 2002B Term Bonds due on May 1, 2007 with a fixed interest rate of 5.90%. The Bonds
were issued to finance the acquisition and construction of certain improvements for the benefit of the District.
interest is paid semiannually on each May 1 and November 1. Principal on the Series 2002A Bonds is paid
serially commencing May 1, 2004 through May 1, 2033. Principal on the Series 2002B Bonds is due in one
tump sum on May 1, 2007.

The Series 2002A Bonds are subject to redemption at the option of the District, in whole or in part at any time
on or after May 1, 2012 at a redemption price as set forth in the Bond Indenture.

The Bonds are subject to extraordinary mandatory redemption prior to maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture. This occurred on the Series
2002 Bonds as the District collected assessments from the lot owners and prepaid $3,110,000 during the
tiscal year ended September 30, 2005. Subsequent to year end the District called additional Bonds for
prepayment. See Note 12 — Subsequent Events.

The Bond Indenture requires that the District maintain adeguate funds in a reserve account to meet the debt
service reserve requirement as defined in the Indenture. The requirement has been met for fiscal year ended
September 30, 2005.

The Bond indenture has certain restrictions and requirements relating principally to the use of proceeds to pay
for the infrastructure improvements and the procedures to be followed by the District on assessments to
property owners. The District agreed to levy special assessments in annual amounis adequate to provide
payment of debt service and to meet the reserve requirements. The District is in compliance with the
requirements of the Bond Indenture.

Series 2003

On Qctober 29, 2003, the District issued $1,560,000 of Capitat Improvement Revenue Bonds Series 2003 due
on November 1, 2007 with a fixed interest rate of 5.2%. The Bonds were issued to finance the acquisition and
construction of certain improvements for the benefit of the District. Interest is paid semiannuaily on each May
1 and November 1, commencing May 1, 2003, Principal on the Serial Bonds is due on November 1, 2007.

The Bonds are subject to extraordinary mandatory redemption prior to maturity in the manner determined by
the Bond Registrar if certain events occurred as outlined in the Bond Indenture. This occurred on the Series
2003 Bonds as the District collected assessments from the lot owners and prepaid $1,550,000 during the
fiscal year ended September 30, 2005. Subseguent to year end the District called Bonds for prepayment. See
Note 12 — Subsequent Events.
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NOTE 6 - LONG TERM LIABILITIES (Continued)

Series 2003 (Continued)

The Bond Indenture requires that the District maintain adequate funds in a reserve account to meet the debt
service reserve requirement as defined in the Indenture. The requirement has been met for fiscal year ended
September 30, 2005.

The Bond Indenture has certain restrictions and requirements relating principally to the use of proceeds to pay
for the infrastructure improvements and the procedures to be followed by the District on assessments to
property owners. The District agreed to levy special assessments in annual amounts adequate to provide
payment of debt service and to meet the reserve requirements. The District is in compliance with the
requirements of the Bond Indenture.

Bank Line of Credit

In August 2005 the District executed a line of credit promissory note agreement (“note”) with a principal
borrowing limit of $350,000. As of September 30, 2005 the District had borrowed $112,000. The note bears
interest at a rate of prime plus one quarter of ane percent (.25%) per anhum and is due within six months of
the date of issue. Subsequent to September 30, 2005, the District borrowed additional funds on the note and
as of February 2006, the outstanding balance on the note of $252,010 was paid along with interest of
approximately $3,960. The note has not been included in the following schedules.

Changes in long-term liability activity for the fiscal year ended September 30, 2005 were as follows:

Beginning Due Within
Balance Additions Reductions Ending Balance One Year
Governmental activities
Bonds payable:
Series 2000A $ 5,545,000 $ - $ 75,000 § 5470,000 $ 70,000
Series 2000B 1,365,000 1,345,000 20,000
Series 2002A 4,845,000 65,000 4,880,000 60,0600
Series 20028 4,520,000 3,100,000 1,420,000
Series 2003 1,560,060 1,550,000 10,000
Total $ 17,935000 $ - 3 6,135,000 $ 11,800,000 $ 130,000

At September 30, 2005, the scheduled debt service requirements on the long - term debt were as follows:

Governmental Activities

Year ending
September 30: Principal Interest Total

2006 $ 130,000 § 814,940 % 244,940
2007 1,590,000 805,775 2,395,775
2008 150,000 710,306 860,306
2009 155,000 699,734 854,734
2010 170,000 688,801 858,801
2011 - 2015 1,045,000 3,246,991 4,291,991
2016 - 2020 1,485,000 2,821,409 4,306,409
2021-2025 2,125,000 2,214,196 4,339,196
2026-2030 3,025,000 1,345,865 4,370,865
2031-2034 1,925,000 243,835 2,168,835
Total $ 11,800,000 §$ 13,591,853 § 25,391,853
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NOTE 7 — DEFICIT FUND EQUITY

At September 30, 2005 the District reported a deficit fund balance of ($150,225) in the general fund. The
District expects to eliminate the deficit in the subsequent period upon collection of the assessments receivable
and recognition of the related deferred revenue. In addition, the District reported a deficit fund balance of
($47.216) in the capital projects Series 2002 fund. The District expects that the deficit will be etiminated upon
recognition of the deferred franchise fee revenue in subsequent periods.

NOTE 8 - INTERFUND TRANSFERS

Interfund transfers for the fiscal year ended September 30, 2005 were as follows:

Fund Transfer in Transfer out
Debt service 2000 $ - 3 20,143
Debt service 2002 6,615
Capital projects 2000 20,143
Capital projects 2002 6,615

Total $ 26,758 $ 26,758

Transfers were made from the debt service funds where collection occurs to the capital projects funds to
reimburse the fund for fees and other costs incurred,

NOTE 9 - DEVELOPER TRANSACTIONS

In a prior year the District entered into an agreement with the Developer to manage the recreational facilities
and landscape maintenance for the District. The District paid the Developer $§ 61,424 for the fiscal year ended
September 30, 2005 under the terms of the agreement.

NOTE 10 - MANAGEMENT COMPANY

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

NOTE 11 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; and natural disasters. These risks are covered by commercial insurance from
independent third parties. Settled claims frem these risks have not exceeded commercial insurance coverage
over the past three years.

NOTE 12- SUBSEQUENT EVENTS

Subsequent to year end, the District prepaid $20,000 of the Series 2000 Bonds, $1,310,000 of the Series 2002
Bonds and $10,000 of the Series 2003 Bonds. The prepayments were extraordinary mandatory redemptions
as outlined in the respective Bond Indentures.

Subsequent to September 30, 2005, the District issued Capital Improvement and Refunding Revenue Bonds

consisting of $6,520,000 Series 2006A-1 and $5,780,000 Series 2006 A-2. The 2006 Bonds bear interest at
rates from 3.6% to 4.5% and mature at various dates through May 1, 2033.
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OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT
PASCO COUNTY, FLORIDA

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL — GENERAL FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2005

REVENUES
Assessments
Interest

Total revenues

EXPENDITURES
Current:
General government
Maintenance and operations
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Fund balance - beginning

Fund balance (deficit) - ending

Variance

with Final

Budget -

Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$§ 621,390 $621,390 $ 619,072 $ (2,318
8,027 8,027

621,390 621,390 627,099 5,709
142,530 142,530 172,727 (30,197)
478,860 478,860 605,820 {126,960)
621,390 621,390 778,547 (157,157)
$ 5 (151,448) §$ (151,448)

1,223

$(150,225)

See notes to required supplementary information
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OAKSTEAD COMMUNITY DEVELOPMENT DISTRICT
PASCO COUNTY, FLORIDA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

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

The legal level of budgetary control (the level at which expenditures may not exceed appropriations) is in total.

At September 30, 2005 actual expenditures exceeded appropriations in the general fund by $(157,157). The
majority of the over expenditures were funded by the proceeds of a bank line of credit.
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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
Oakstead Community Development District
Pasco County, Fiorida

We have audited the financial statements of the governmental activities and the major funds of Oakstead
Community Development District, Pasco County, Fiorida (“District”) as of and for the fiscal year ended
September 30, 2005, which collectively comprise the District's basic financial statements and have issued our
report thereon dated September 5, 2006. 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.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered Oakstead Community Development District's internal
control over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the financial statements and not to provide an opinion on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control compenents does not reduce
to a refatively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over financial reporting and its operation that we consider to be material weaknesses.

However, we noted another matter involving the internal control over financial reporting that we have reported
to management of the District in a separate letter dated September 5, 2006.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Qakstead Community Deveiopment District's
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, and contracts, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

However, we noted an immaterial instance of noncompliance that we have reported to management of the
District in a separate letter dated September 5, 20086.

This report is intended for the information of the management, Board of Supervisors of Oakstead Community
Development District, Pasco County, Florida and the Auditor General of the State of Florida and is not
intended to be and should not be used by anyone other than these specified parties.

Py

September 5, 2006
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MANAGEMENT LETTER PURSUANT TO THE RULES OF
THE AUDITOR GENERAL FOR THE STATE OF FLORIDA

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

We have audited the accompanying basic financial statements of Oakstead Community Development District
{'District"} as of and for the fiscal year ended September 30, 2005, and have issued our report thereon dated
September 5, 2006.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and 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.

In addition, we have issued our Report on Internal Control over Financial Reporting and Compliance and Other
Matters dated September 5, 2006. Disclosures in that report should be considered in conjunction with this
management letter.

The purpose of this letter is to comment on those matters required by Chapter 10.550 of the Rules of the
Auditor General for the State of Florida. Accordingly, in connection with our audit of the financial statements of
the District, as described in the first paragraph, we report the following;

I. Current year findings and recommendations.
Il. Status of prior year findings and recommendations.
lHi. Compliance with the Provisions of the Auditor General of the State of Florida.

This report is intended for the information of the management, Board of Supervisors of Qakstead Community
Development District, Pasco County, Florida and the Auditor General of the State of Flarida and is not
intended to be and should not be used by anyone other than these specified parties.

We wish to thank Oakstead Community Development District, Pasco County, Florida and the personnel

associated with t, for the opportunity to be of service to them in this endeavor as well as future engagements,
and the courtesies extended to us.

ébff Can s~

September 5, 2006
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REPORT TO MANAGEMENT
CURRENT YEAR FINDINGS AND RECOMMENDATIONS
Budget to Actual
Observation: The District exceeded budgeted appropriations.

Recommendation: The District should amend the budget such that actual expenditures do not exceed
budgeted appropriations within 60 days subsequent to the end of the fiscal year end.

Management Response: Management will review current year spending to ensure that expenditures do
not exceed appropriations.

PRIOR YEAR FINDINGS AND RECOMMENDATIONS
Budget to Actual
Observation: The District exceeded budgeted appropriations.

Recommendation: The District should amend the budget such that actual expenditures do not exceed
budgeted appropriations within 60 days subsequent to the end of the fiscal year end.

Management Response: The amounts expended in excess of the budget were funded by the Developer.
The District will adopt revised budgets in the future to reflect such additional sources.

Current vear status: The comment will be repeated in the current year.
COMPLIANCE WITH THE PROVISIONS OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA

1. Unless otherwise required to be reported in the auditor’s report on compliance and on internal
controls, the management letter shall include, but not be limited to a statement as to whether or not
corrective actions have been taken to address significant findings and recommendations made in
the preceding annual financial audit report. There were no significant findings and
recommendations made in the preceding annual financial audit report for the fiscal year ended
September 30, 2004, except as noted above.

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

3. There were no viclations of laws, ruies, regulations, and contractual provisions or abuse, that were
not clearly inconsequential, that have occurred, or were likely to have occurred, that were
discovered within the scope of the audit, except as disclosed above.

4. There were no illegal or improper expenditures that were not clearly inconsequential, discovered
within the scope of the audit that may not materially affect the financial statements, except as
disclosed above.

5.  There were no deficiencies in internal control that are not repertable conditions, including but not
limited to, improper or inadequate accounting procedures, failure to properly record financial
transactions or other inaccuracies, shortages, defalcations, or instances of fraud discovered by, or
that came to the attention of, the auditor, except as disclosed above.

6. The name and [egal authority for the District are disclosed in the notes to the financial statements.

7. The financial report filed with the Florida Department of Financial Services pursuant to Section
218.32(1)(a), Florida Statutes agrees with the September 30, 2005 financial audit report.
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In connection with our audit, we determined that the District met a condition described in Section
218.503 (1), Florida Statutes. At September 30, 2005 the District reported a deficit in unreserved
fund baiance of ($197,441) in the general fund and Series 2002 Capital Projects Fund. The financial
emergency condition met was not a result of deteriorating financial conditions. We applied financial
condition assessment procedures pursuant to Rule 10.556(7) and no deteriorating financial
conditions were noted. It is management's responsibility to monitor financial condition, and our
financial condition assessment was based in part on representations made by management and the
review of financial information provided by same.
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