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CONNER, HUBBARD & COMPANY, LLC
Certified Public Accountants

Taxation, Accounting, Pension Planning, and Business Counseling

INDEPENDENT AUDITORS' REPORT

The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Doctors Inlet, Florida

We have audited the accompanying component unit financial statements of Lake Asbury Municipal
Service Benefit District, a component unit of the Clay County, Florida, Board of County
Commissioners as of and for the year ended September 30, 2010, as listed in the table of contents.
These component unit fmancial statements are the responsibility of the District's management. Our
responsibility is to express an opinion on these component unit 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 component unit
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and.disclosures in the component unit financial statements. An
audit also includes assessing the accounting; principles used and significant estimates made by
management, as well as evaluating the overall component unit financial statement presentation. We
believe that our audit ~~?vides a reasonabf~.~asis for o~ opinion.

In our opinion; the component unit financial statements referred to above present fairly, in all
material respects, the financial position of Lake Asbury Municipal Service Benefit District as of
September 30, 2010, and the results of its operations for the year then ended, in conformity with
generally accepted accounting principles generally accepted in the United States of America.

Management's discussion and analysis on pages 3 through 6 is not a required part of the basic
financial statements but is 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 supplementary information. However, we did not audit the information and
express no opinion on it. .

. e: www.connerhubbard.com
ase respond to the office at:

e-mail: firm@connerhubbard.com

1106 Park Avenue
Orange Park, Florida 32073
(904)278-1040; Fax (904) 278-9444

o 212 North Davis Street
Nashville, Georgia 31639
(229) 686-9419
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The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Page 2 of2

In accordance with Government Auditing Standards we have also issued our report dated January 11,
2011, on our consideration of Lake Asbury Municipal Service Benefit District's internal control over
financial reporting and our tests of its compliance with certain provisions of laws and regulations. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

Conner, Hubbard & Company, LLC
Certified Public Accountants··

January 11,2011



Lake Asbury Municipal Service Benefit District
Management's Discussion and Analysis

September 30, 2010

Within this section of the Lake Asbury Municipal Service Benefit District's report, the District's
management provides narrative discussion and analysis of the financial activities of the District for
the fiscal year ended September 30, 2010. The District's financial performance is discussed and
analyzed within the context of the accompanying financial statements and disclosures following this
section.

Significant Matters Effecting 2011

Effective for the fiscal year beginning on October 1, 2010, the Authority has increased the
assessment per lot from $100 to $600 per year. Additionally, the ad valorem tax rate was reduced to
zero thereby eliminating this tax.

These actions are expected to increase annual revenue approximately $160,000 per year to
approximately $260,000. The additional revenue is expected to be used for infrastructure
maintenance and improvements.

Financial Highlights

The District had improved operating results for 2010 compared to the prior year primarily due to a
decrease in repair and maintenance expense.

A summary of revenues and expenditures for the years ended September 30 is as follows:

Repairs and maintenance
Debt service
Other

2010 2009

$ 53,765 $ 56,484
43,100 41,602

271 36
97,136 98,122

10,025 25,425
43,851 43,907
28,105 19,962
81,981 89,294

$ 15,155 $ 8.828

Ad valorem
Special assessments
Interest

Special assessment revenues remained relatively unchanged. The District revised its tax rolls to
ensure that the $100 annual special assessment is charged for each platted lot. In the past, a single
assessment was charged to some property owners that owned more that one lot. This change took
effect for the 2010 fiscal year.

- 3 -



Lake Asbury Municipal Service Benefit District
Management's Discussion and Analysis

September 30, 2010

The District made its fifth debt payment of $43,851, including interest, on monies borrowed to
finance a major lake-dredging project. Revenue collected on a special assessment is used for the
annual payment due each February. Final payment on this loan will be made in February 2016.

The District is exploring new sources of revenues to offset increasing maintenance costs and
potential decreases in revenue resulting from the State property tax amendment approved by voters
in January 2008.

The loan secured to finance the dredging project is payable annually in February, which allows the
district to collect the bulk of its revenue prior to being required to make its loan payment and based
on last year's additional special assessment collected, the District should have no problem meeting
its debt obligation.

The special assessment revenue was pledged as collateral on the note and collections equal to the
annual debt payment of $43,851 are restricted to debt payments. Any excess may be used for other
operating expenses.

As of September 30, total net liabilities are comprised of:

2010 2009

$ 21,216
5,573
6,003

32,792

Cash
Other
Land

$ 33,236
6,793
6,003

46,032Total Assets

Accounts Payable
Interest Payable
Long-term Debt

Total Liabilities

2,081
6,599

227,567
236,247

3,238
7,545

260,157
270,940

Net Liabilities $090.215) $(238,148)

Overview of the Financial Statements

Management's Discussion and Analysis introduces the District's basic financial statements. These
basic financial statements include: (1) government-wide financial statements, (2) fund financial
statements, and (3) notes to the fmancial statements. The District also includes in this report
additional information to supplement the basic fmancial statements.

- 4 -
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Lake Asbury Municipal Service Benefit District
Management's Discussion and Analysis

September 30, 2010

The first of these government-wide fund statements is the Statement of Net Liabilities. This is the
District's statement of position presenting information that includes all of the District's assets and
liabilities, with the difference reported as net liabilities. 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. Evaluation of the overall health of the District would extend to other nonfinancial
factors such as diversification of the taxpayer base or the condition of the lakes and dams in addition
to the financial information provided in this report.

The second government-wide fund statement is the Statement of Activities which reports how the
District's net assets changed during the current fiscal year. All current year revenues and expenses
are included regardless of when cash is received or paid. An important purpose of the design of the
statement of activities is to show the financial reliance of the District's activities or functions on
revenues provided by the taxpayers through special assessments.

The District utilizes its general fund to report all of its activities which are principally supported by
taxes. The District is a component unit and integral part of the Clay County Board of County
Commissioners.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific
activities or objectives." The District uses its fund to ensure and demonstrate compliance with
finance-related laws and regulations. All the governmental activities of the District are reflected in
this fund. These statements report short-term fiscal accountability focusing on the use of spendable
resources and balances of spendable resources available at the end of the year. They are useful in
evaluating annual financing requirements of governmental programs and the commitment of
spendable resources for the near term.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to the
understanding of the financial statements.

General Fund Budgetary Highlights

Excluding the contingency reserve, the District budgeted for expenditures to exceed revenues by
$629. The actual excess of revenues over expenditures was $15,155 resulting in a favorable net
variance, excluding contingencies of $15,784. Contingencies were budgeted at $8,002 with no
actual expenditures in this category.

- 5 -



Lake Asbury Municipal Service Benefit District
Management's Discussion and Analysis

September 30, 2010

Contacting the District's Financial Management

This financial report is designed to provide a general overview of the District's finances, comply
with finance-related laws and regulations, and demonstrate the District's commitment to public
accountability. If you have questions about this report or would like to request additional
information, contact the District at Post Office Box 30252, Doctors Inlet, Florida 32030.

-6-



Lake Asbury Municipal Service Benefit District
Statement of Net Liabilities

September 30,2010

Governmental
Activities

ASSETS

Cash $ 33,236
Prepaid Expenses 2,100

Total Current Assets 35,336

Land 6,003
Loan Costs, net 4,693

Total Assets $ 46,032

LIABILITIES

Current Liabilities
Accounts Payable
Accrued Interest
Current Portion, Long-Term Debt

$ 2,089
6,599

34,008

Total Current Liabilities 42,696

Note Payable
Less Current Portion

227,567
(34,008)

Total Long-Term Debt 193,559

$ 236.255Total Liabilities

NET LIABILITIES

Invested in Capital Assets
Unrestricted

Total Net Liabilities

$ 6,003
096,226)

$ (190.223)

See accompanying note to financial statements.



Lake Asbury Municipal Service Benefit District
Statement of Activities and Changes in Net Liabilities

Year ended September 30, 2010

Revenues
Ad Valorem Tax
Special Assessments
Interest Income

Total Revenue

Expenditures
Personal Services
Professional Services
Accounting and Auditing
Contractual Services
Travel and Per Diem
Communications and Postage
Utilities
Insurance
Repairs and Maintenance
Promotional Activities
Other Expense
Office Expense
Books and Subscriptions
Amortization
Interest Expense

Total Expenditures

Excess of Revenues
over Expenditures

Net Assets, Beginning

Net Liabilities, Ending

See accompanying notes to financial statements.
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$ 53,765
43,100

271

97,136

1,214
9,348
5,950
4,947

69
386
320

4,880
10,025

197
239
508
47

880
10,315

49,325

47,811

(238,034)

$ (190.223)



Lake Asbury Municipal Service Benefit District
Balance Sheet - Governmental Fund

September 30, 2010

ASSETS

Cash $ 33,236
Prepaid Expenses 2,100

Total Assets $ 35.336

LIABILITIES

Current Liabilities
Accounts Payable $ 2,089

Total Liabilities $ 2.089

FUND BALANCE
Unreserved $ 33,247

Total Fund Balance $ 33.247

See accompanying notes to financial statements.
- 9 -



Lake Asbury Municipal Service Benefit District
Reconciliation of the Balance Sheet of the

Governmental Fund to the Statement of Net Liabilities
September 30, 2010

Fund Balance - Total Governmental Funds $ 33,247

Amounts reported for Governmental Activities in
the Statement of Net Assets are different because:

Capital assets used in government activities are
not financial resources and therefore are not
reported in the governmental funds:

The cost of debt issuance is amortized in the
Statement of Activities over the remaining life
of the debt

4,693

Land 6,003

Long-term liabilities are not due and payable in the
current period and therefore are not reported in the
Governmental Funds

Note Payable (227,567)

Accrued interest due in February 2011 is not
reported as a liability of the Governmental
Funds (6,599)

$ (190.223)Net Liabilities of Governmental Activities

See accompanying no - to financial statements.
- 0-
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Lake Asbury Municipal Service Benefit District
Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual
Governmental Fund
September 30, 2010

Variance
Original Final Over
Budget Budget Actual (Under)

Revenues
Ad Valorem $ 54,223 $ 54,223 $ 53,765 $ (458)
Special Assessments 41,710 41,710 43,100 1,390
Interest Income 271 271

Total Revenue 95,933 95,933 97,136 1,203

Expenditures
Professional Services 13,080 13,080 15,298 2,218
Insurance 8,500 8,500 4,880 (3,620)
Secretarial Services 10,500 10,500 1,214 (9,286)
Communications 660 660 386 (274)
Clay County Support 315 315 4,947 4,632
Repairs and Maintenance 19,600 19,600 10,025 (9,575)
Debt Service 43,-907 43,907 43,851 (56)
Other 1,380 1,380
Contingencies 8,514 8,514 (8,514)

Total Expenditures 105,076 105,076 81,981 (23,095)

Expenditures in Excess
of Revenues (9,143) (9,143) 15,155 24,298

Fund Balance, Beginning of Year 11,818 11,818 11,818

Fund Balance, Ending $ 2,675 $ 2,675 $ 26,973 $ 24,298

See accompanying notes to financial statements.
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Lake Asbury Municipal Service Benefit District
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of the Governmental Fund to

the Statement of Activities
For the year ended September 30, 2010

Net Change In Fund Balances - Total Governmental Funds $ 15,155

Amounts reported for Governmental Activities in the
Statement of Net Activities are different because:

The repayment of debt is reported as a financing
expenditure in Governmental Funds and thus con-
tributes to the change in fund balance. In the
Statement of Net Assets, debt repayment decreases
long-term liabilities and does not effect the
Statement of Activities

Repayment of debt principal 32,590

Some expenses reported in the Statement of Activities
do not require the use of current fmancial resources and
therefore are not reported as expenditures in the
Governmental Funds

Change in accrued loan interest 946

Amortization of debt issuance costs (880)

Change in Net Liabilities of Governmental Activities .$ 47,811

See accompanying notes to financial statements.
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Lake Asbury Municipal Service Benefit District
Notes to Financial Statements
September 30, 2010

NOTE 1 Summary of Significant Accounting Policies

The accounting policies of Lake Asbury Municipal Service Benefit District (the
District) conform to generally accepted accounting principles as applicable to
governments. The following is a summary of the more significant policies of the
District.

Reporting Entity

The District is a special district created by 1986 House Bill 696 of the State of Florida
Legislature for the purpose of continuing maintenance of the lakes and dams known
as Lake Asbury, South Lake Asbury and Lake Ryan in Clay County, Florida. It is
composed of nine members (trustees) residing within the District who are qualified
electors of the State of Florida.

The accompanying financial statements include all funds, agencies and boards that
are controlled by, or are dependent on, the District which is a component unit and
integral part of the Clay County, Florida, Board of County Commissioners.
Accordingly, they are not intended to reflect the financial position or the results of
operations of the Clay County, Florida, Board of County Commissioners, the
"oversight entity".

The basic criterion for including a component unit within the District's reporting
entity is the exercise of oversight responsibility by the District's Trustees. Oversight
responsibility includes, but is not limited to, financial interdependency, selection of
governing authority, designation of management, ability to significantly influence
operations, and accountability for fiscal matters. Factors, other than oversight, which
may significantly influence the entity relationship, are scope of public service and
special financing relationships.

There were no entities for which there were positive responses to specific criteria
used for establishing oversight responsibility that were excluded from the District's
financial statements.
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Lake Asbury Municipal Service Benefit District
Notes to Financial Statements
September 30, 2010

NOTE 1 Summary of Significant Accounting Policies (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements of the District are prepared in accordance with generally
accepted accounting principles (GAAP). The District's reporting entity applies all
relevant Governmental Accounting Standards Board (GASB) pronouncements.

The District's governmental fund financial statements report using the current
financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized when they are both measurable and available. Available
means collectible within the current period or soon enough thereafter to pay current
liabilities. Expenditures are recorded when the related fund liability is incurred.

Fund Types and Major Funds

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.

Budgets and Budgetary Accounting

The District prepares a budget for its General Fund - Statement of Revenues and
Expenditures on a consistent basis which does not differ materially from generally
accepted accounting principles. The budget and amendments are approved by the
District and the Clay County, Florida, Board of County Commissioners.

Encumbrances

Encumbrance accounting is not used by the District.

- 14 -



Lake Asbury Municipal Service Benefit District
Notes to Financial Statements
September 30, 2010

NOTE 2 Assets, Liabilities and Net Assets or Equity

All cash resources of the District are placed in banks that qualify as public
depositories, as required by law (Florida Security For Public Deposits Act). Every
qualified public depository is required to deposit with the State Treasurer eligible
collateral equal to, or in excess of, an amount to be determined by the State Treasurer.
The State Treasurer is required by this law to ensure that the District funds are
entirely collateralized throughout the fiscal year.

Fixed Assets

The District's property, plant and equipment with useful lives of more than one year
are stated at historical cost and are reported in the financial statements. The cost of
normal maintenance and repairs that do not add to the asset value or materially extend
useful lives is not capitalized. The District's only capital asset is land, which is not
depreciated.

Intangible Assets

During the year ended September 30, 2006, the District incurred loan costs of $8,800
which are being amortized over the ten-year life of the loan. Amortization expense
was $880 for 2010.

Vacation and Sick Pay.

The District has no employees and has no formal vacation and/or sick pay policy
which would require accumulation of these benefits.

NOTE 3 Changes in Capital Assets

A summary of changes in capital assets follows:

Balance
9130/09 Addition Deletion

Balance
9130/10

Land $ 6,003 $ $ $ 6,003

- 15 -



Lake Asbury Municipal Service Benefit District
Notes to Financial Statements
September 30, 2010

NOTE 4 Special Assessments .

The Clay County Tax Collector bills and collects special assessments for the District
as well as property taxes for all of Clay County, Florida. Special assessments are
recognized when levied, to the extent that they result in current receivables. At
September 30, 2010, there was no special assessment taxes receivable by the District.

Real property taxes, special assessment taxes, and tangible personal property taxes
are assessed by the Clay County Property Appraiser according to just values on
January 1st of each year. Taxes, including special assessments are due and payable
on November 1st of each year or as soon thereafter as the assessment roll comes into
the hands of the Clay County Tax Collector. Taxes and special assessments on real
property may be prepaid in four quarterly installments beginning not later than June
30th of the year in which assessed. Taxes, including special assessments, become
delinquent on April 1st following the year in which assessed.

Delinquent taxes and special assessments are subject to collection through the sale of
tax certificates on real property and the issuance of warrants for seizure and sale of
tangible personal property. Ifthere is no sale of tax certificates, a certificate is issued
in the name of the County.

NOTE 5 Note Payable

Note payable to Wachovia Bank secured by special
assessment revenue. Annual payments of$43,907
including interest at 4.35%. Final payment due
February 2016. $227,567

Less: Current Portion 34,008

$193,559

- 16 -
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Lake Asbury Municipal Service Benefit District
Notes to Financial Statements
September 30, 2010

NOTE 5 Note Payable (Continued)

Maturities of the note payable are as follows:

Principal Interest Total

$ 9,899 $ 43,907
8,420 43,907
6,876 43,907
5,265 43,907
3,584 43,907
1,831 43,907

$ 35,875 $ 263.442

Year ending September 30:
2011
2012
2013
2014
2015
2016

$ 34,008
35,487
37,031
38,642
40,323
42,076

$ 227,567

Interest charged to expense was $10,315.

NOTE 6 Changes in Long-Term Debt

A summary of changes in long-term debt follows:

Balance
9/30/09 Borrowings Payments

Balance
9/30/10

Note Payable $ 260,156 $ (32,589) $ 227,567$

NOTE 7 Subsequent Events

Subsequent events have been evaluated through January 11, 2011, the date the
fmancial statements were available to be issued.

- 1 -



CONNER, HUBBARD & COMPANY, LLC
Certified Public Accountants

Taxation, Accounting, Pension Planning, and Business Counseling

INDEPENDENT AUDITORS' MANAGEMENT LETTER

The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Doctors Inlet, Florida 32030

We have audited the component unit fmancial statements of Lake Asbury Municipal Service
Benefit District; a component unit of the Clay County, Florida, Board of County Commissioners
as of and for the fiscal year ended September 30, 2010, and have issued our report thereon dated
January 11,2011.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and applicable to financial audits contained in the 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 Compliance and
Other Matters. Disclosures in that report, if any, which is dated January 11, 2011, should be
considered in conjunction with this management letter.

Additionally, our audit was 'conducted in accordance with Chapter 10.550, Rules of the Auditor
General, which governs the conduct of local governmental entity audits performed in the State of
Florida. This letter includes the following information, which is not included in the
aforementioned auditor's reports or schedule:

- l' ~~. ';,." "~ ::

~ Sectiori-1O.554(l)(i)L, Rules of the AuditorGeneral requires that we determine whether
or not corrective actions have been taken to address findings and recommendations made
in the preceding annual financial audit report. There were no recommendations made in
the preceding annual financial audit report.

~ Section 10.554(l)(i)2., Rules of the Auditor General requires our audit to include 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 the District complied with Section
218.415, Florida Statutes.

e-mail: firm@connerhubbard.comwebsite: www.connerhubbard.com
Please respond to the office at:

1106 Park Avenue
Orange Park, Florida 32073
(904) 278-1040; Fax (904) 278-9444

o 212 North Davis Street
Nashville, Georgia 31639
(229) 686-9419
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The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Page 2 of3

~ Section 10.554(1)(i)3., Rules of the Auditor General requires that we address in our
management letter any recommendations to improve the District's financial management.
In connection with our audit, we did not have any such recommendations.

~ Section 10.554(1)(i)4., Rules of the Auditor General requires that we address in our
management letter contracts or grant agreements, or abuse that have occurred, or are likely
to have occurred, that have an effect on the determination of financial statement amounts
that is less than material but more than inconsequential. In connection with our audit, we
did not have any such findings.

~ Section 10.554(1 )(i)5., Rules of the Auditor General provides that the auditor may, based
on professional judgment, report the following matters that are inconsequential to the
determination of financial statement amounts, considering both quantitative and qualitative
factors: (1) violations of contracts or grant agreements, fraud, illegal acts or abuse and (2)
deficiencies in internal control that are not significant deficiencies. In connection with our
audit, we did not have any such findings.

~ Section 10.554(1)(i)6., Rules of the Auditor 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. The District is a special district created by 1986 House Bill 696 of the State of
Florida Legislature for the purpose of continuing maintenance of the lakes and dams known
as Lake Asbury, South Lake Asbury and Lake Ryan in Clay County, Florida. It is
composed of nine members (trustees) residing within the District who are qualified electors
of the State of Florida.

~ Section 10554(1 )(i)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. In connection 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, 2010,
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 30,2010. The District is a component unit of Clay County, Florida and is
not required to file an annual financial report.

.



The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Page 3 of3

~ As required by the Rules of the Auditor General (Sections 10.554(i)7.c.) and 10.556(7)),
we applied financial condition assessment procedures. It is management's responsibility to
monitor the District'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 the same. Our assessment, which was performed as of September 30, 2010,
did not indicate a deteriorating financial condition.

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its
distribution is not limited. Auditing standards generally accepted in the United States of America
require us to indicate that this letter is intended solely for the information and use of management,
and the Florida Auditor General, and is not intended to be and should not be used by anyone other
than these specified parties.

&LC.,--_

Conner, Hubbard & Company, LLC
Certified Public Accountants

January 11,2011
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CONNER, HUBBARD & COMPANY, LLC
Certified Public Accountants

Taxation, Accounting, Pension Planning, and Business Counseling

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND COMPLIANCE

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Doctors Inlet, Florida

We have audited the component unit financial statements of Lake Asbury Municipal Service
Benefit District; a component unit of the Clay County, Florida, Board of County Commissioners
as of and for the year ended September 30, 2010, and have issued our report thereon dated
January 11, 2011. 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 the District's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the District's internal' control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the District's internal control over financial reporting.

A control deficiency exists when the design or operation of acontrol 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 the District'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 the District's
financial statements that is more than inconsequential will not be prevented or detected by the
District'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 the District's internal control.

e-mail: firm@connerhubbard.comwebsite: www.connerhubbard.com
Please respond to the office at:

1106 Park Avenue
Orange Park, Florida 32073
(904)278-1040; Fax (904) 278-9444

o 212 North Davis Street
Nashville, Georgia 31639
(229) 686-9419
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The Board of District Trustees
Lake Asbury Municipal Service Benefit District
Page 2 of2

Our consideration of the 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 the internal control that might be significant deficiencies or material weaknesses. We consider
the significant deficiency described abo e to be a material weakness.

Compliance

As part of obtaining reasonable assurance about whether Lake Asbury Municipal Service Benefit
District's component unit financial statemen 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 an material eff t on the determination of financial statement
amounts. However, providing an 0 . 'on on ompliance with those provisions was not an
objective of our audit and, acco . ~ _-~ re 0 express such an opinion. The results of our
tests disclosed no instances of non omoli are required to be reported under Government
Auditing Standards.

Distribution of Report

This report is intended solely fo
District and the State of Flori
be used by anyone other than

i=i,ffi::::J2:JlOR 0 the Lake Asbury Municipal Service Benefit
':;' or General and is not intended and should not

Conner, Hubbard & Com
Certified Public Accountan

January 11,2011


