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Keefe
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CPA’s + Trusted Advisors

INDEPENDENT AUDITOR’S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of Fiddler's Creek Community Development District #2 (the “District”), as of and for the year
ended September 30, 2018, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

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
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KMCcpa.com | 6550 N Federal Hwy, 4th Floor Fort Lauderdale, FL 33308 Phone: 954.771.0896 Fax: 954.938.9353
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Fiddler's Creek Community Development District #2

Opinion

In our opinion the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District, as of
September 30, 2018, and the respective changes in financial position and the respective budgetary
comparison for the General Fund for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 6 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 26,
2019, 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, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District’s internal
control over financial reporting and compliance.

Kaly MCulnagh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
June 26, 2019



Fiddler's Creek Community Development District #2
Management's Discussion and Analysis
September 30, 2018

Our discussion and analysis of Fiddler's Creek Community Development District #2’s (the “District”)
financial performance provides an overview of the District’s financial activities for the years ended
September 30, 2018 and 2017. Please read it in conjunction with the District’s basic financial
statements, which immediately follow this discussion.

Financial Highlights
The following are the highlights of financial activity for the year ended September 30, 2018:

° The District’s total liabilities exceeded its assets at September 30, 2018 by
$ 22,067,888 (deficit)(net position).

° The District’s total revenues were $ 12,715,568 from non-ad valorem
assessments, $ 318,355 from miscellaneous income, $ 296,633 from
interest income and $ 1,632,700 from gain on legal settlement of bonds.
The District’s expenses for the year were $ 6,769,252. This resulted in a
S 8,194,004 increase in net position.

° At the close of the current fiscal year, the District’'s governmental funds
reported combined fund balances of $8,293,470, a decrease of
$ 1,596,175 in comparison with the prior year.

Overview of the Financial Statements

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

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

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

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

The government-wide financial statements can be found on pages 7 and 8 of this report.

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The District
has only one fund type: governmental funds.

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



Fiddler's Creek Community Development District #2
Management's Discussion and Analysis
September 30, 2018

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the District’'s near-term
financing decisions. Both the governmental fund balance sheet and the statement of revenues,
expenditures, and changes in fund balances provide reconciliations to facilitate this comparison
between governmental funds and governmental activities.

The governmental fund financial statements can be found on pages 9 through 13 of this report.
Notes to Basic Financial Statements: The notes provide additional information that is essential for
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to basic financial statements can be found on pages 14 through 28 of this report.
Government-Wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of financial position. The
following table reflects the condensed government-wide statement of net position (deficit) as of
September 30, 2018 and 2017:

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

2018 2017
Assets:
Current and other assets 24,624,654 25,486,173
Capital assets, net 42,595,954 42,363,746
Total assets 67,220,608 67,849,919
Liabilities:
Other liabilities 25,801,398 26,963,152
Long-term liabilities 63,346,999 71,001,159
Total liabilities 89,148,397 97,964,311
Total deferred inflows
of resources 140,099 147,500
Net position (deficit):
Net investment in capital assets (21,248,779) (27,447,967)
Restricted for debt service 3,913,938 4,990,010
Unrestricted (4,733,047) (7,803,935)

Total net position (deficit)

S (22,067,888)

S (30,261,892)



Fiddler's Creek Community Development District #2
Management's Discussion and Analysis
September 30, 2018

Governmental Activities: Governmental activities for the year ended September 30, 2018
decreased the District’s net position (deficit) by S 8,115,950, as reflected in the table below:

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

2018 2017
Revenues:
Program revenue:
Non-ad valorem assessments 12,715,568 17,482,256
Developer contributions - -
General revenue:
Interest income 296,633 53,612
Miscellaneous income 318,355 5,933
Gain on legal settlement of bonds 1,632,700 -
Total revenues 14,963,256 17,541,801
Expenses:
Interest expense 3,373,453 5,357,285
Physical environment 2,850,213 3,222,436
General government 545,586 442,304
Total expenses 6,769,252 9,022,025
Change in net position 8,194,004 8,519,776
Net Position (Deficit),
Beginning of Year, (30,261,892) (38,781,668)

Net Position (Deficit),

End of Year

$ (22,067,888) $ (30,261,892)

Analysis of the Governmental Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the District’s financing requirements. In particular, unassigned
fund balance may serve as a useful measure of a District’s net resources available for spending at
the end of the fiscal year. The General, Debt Service and Capital Project Funds comprise the total
governmental funds. As of the end of the most current fiscal year, the District’s governmental
funds reported combined ending fund balance of $ 8,293,470.

Capital Assets and Debt Administration
The District’s investment in capital assets for its governmental activities as of September 30, 2018
amounts to $ 42,595,954 net of accumulated depreciation and consists of land and improvements,

infrastructure, buildings and improvements, equipment, and construction in progress.

At the end of the year, the District had total bonded debt outstanding of $78,714,411. The
District’s debt represents bonds secured solely by a specified revenue source (i.e., revenue bonds).



Fiddler's Creek Community Development District #2
Management's Discussion and Analysis
September 30, 2018

Additional information on the District’s long-term debt can be found in Note 5 on pages 20 through
26 of this report.

General Fund Budgetary Highlights

There were no changes to the September 30, 2018 budget. Actual revenues were over the budget
while actual expenditures were under budget which resulted in a positive $ 449,860 variance to
budget.

Economic Factors and Next Year’s Budget

Revenues and expenditures for the fiscal year 2019 adopted budget for the General Fund of the
District total $ 2,609,203.

Requests for Information

This financial report is designed to provide a general overview of Fiddler's Creek Community
Development District #2’s finances for all those with an interest. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to
the Fiddler's Creek Community Development District #2, 2300 Glades Road, #410W, Boca Raton, FL
33431.
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Fiddler's Creek Community Development District #2

Statement of Net Position (Deficit)

September 30, 2018
Governmental
Activities
Assets:
Cash, cash equivalents and investments S 24,334,699
Accounts receivable 26,609
Assessment receivable 38,324
Prepaids 225,022
Capital assets:
Non-depreciable 29,740,912
Depreciable, net 12,855,042
Total assets 67,220,608
Liabilities:
Accounts payable 585,608
Due to other governments 89,760
Due to Bondholder:
Principal 7,929,052
Interest 7,616,028
Due to Developer 110,736
Accrued interest payable 2,031,854
Bonds payable, due within one year 7,438,360
Bonds payable, due in more than one year 63,346,999
Total liabilities 89,148,397
Deferred Inflows of Resources:
Deferred charge on exchange of bonds 140,099
Net Position (Deficit):
Net investment in capital assets (21,248,779)
Restricted for debt service 3,913,938
Unrestricted (4,733,047)
Total net position (deficit) S (22,067,888)

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



Fiddler's Creek Community Development District #2
Statement of Activities
For the Year Ended September 30, 2018

Governmental
Activities
Net Revenues
Program Revenues (Expenses) and
Charges Operating Capital Change in
for Grants and Grants and Net Position
Expenses Services Contributions Contributions (Deficit)
Functions/Programs:
Governmental activities:
Interest expense and
other debt service costs S 3,373,453 S 10,182,669 S - S - S 6,809,216
Physical environment 2,850,213 2,086,953 - - (763,260)
General government 545,586 445,946 - - (99,640)
Total governmental
activities S 6,769,252 S 12,715,568 S - S - 5,946,316
General revenues:
Miscellaneous income 318,355
Interest income 296,633
Gain on legal settlement of bonds 1,632,700
Change in net position 8,194,004
Net position (deficit), October 1, 2017 (30,261,892)
Net position (deficit), September 30, 2018 S (22,067,888)

The accompanying notes to basic financial statements are an integral part of these statements.
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Fiddler's Creek Community Development District #2
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position (Deficit)

September 30, 2018

Total Fund Balances of Governmental Funds, Page 9

Amounts reported for governmental activities in the
statement of net position (deficit) are different because:

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

The cost of capital assets is
Less accumulated depreciation

Deferrals on exchanges are not financial resources and,
therefore are not reported as applicable assets or
liabilities in the governmental funds:

Deferred charge on exchange of bonds

Certain liabilities are not due and payable in the current period,
and therefore are not reported in the governmental funds:

Accrued interest payable
Governmental revenue bonds payable

Net Position (Deficit) of Governmental Activities, Page 7

$

$

8,293,470

60,657,013
(18,061,059)

(140,099)

(2,031,854)
(70,785,359)

(22,067,888)

The accompanying notes to basic financial statements are an integral part of these statements.
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Fiddler's Creek Community Development District #2
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances

of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2018

Net Changes in Fund Balances - Total Governmental Funds, Page 11

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

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

Expenditures for capital assets
Less current year provision for depreciation

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment of
the principal consumes the current financial resources of
governmental funds:

Principal repayments

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues
in the funds:

Gain on legal settlement of bonds

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

Change in accrued interest payable

Provision for amortization of original bond discount
Provision for amortization of deferred charge

on exchange of bonds

Change in Net Position of Governmental Activities, Page 8

s

S

(1,596,175)

1,111,232
(879,024)

7,786,451

1,632,700

145,719
(14,300)

7,401

8,194,004

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

12



Fiddler's Creek Community Development District #2

Statement of Revenues, Expenditures and Changes in Fund

Balance - Budget and Actual - General Fund
For the Year Ended September 30, 2018

Original
and Final
Budget Actual
Revneues:
Non-ad valorem assessments S 2,514,960 2,532,899
Interest income 7,500 630
Miscellaneous income - 303,670
Total revenues 2,522,460 2,837,199
Expenditures:
Current:
General government: 444,108 403,418
Physical environment 2,078,352 1,971,138
Capital outlay: - 12,783
Total expenditures 2,522,460 2,387,339
Net change in fund balance S - 449,860

Variance

17,939
(6,870)

303,670

314,739

40,690
107,214

(12,783)
135,121

449,860

The accompanying notes to basic financial statements are an integral part of these statements.
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Fiddler's Creek Community Development District #2
Notes to Basic Financial Statements
September 30, 2018

Note 1 - Organization and Operations

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

Note 2 - Summary of Significant Accounting Policies

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

The financial reporting entity: The governmental reporting entity consists of the District and its
component units. Component units are legally separate organizations for which the Board is
financially accountable or other organizations whose nature and significant relationship with the
District are such that exclusion would cause the District’s financial statements to be misleading.
Financial accountability is defined as the appointment of a voting majority of the component unit’s
board, and (i) either the District’s ability to impose its will on the organization or (ii) there is a
potential for the organization to provide benefit or impose a financial burden on the District. Based
upon these criteria, there were no component units.

Basis of presentation:

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

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

The government-wide statement of activities reports both the gross and net cost of each of the
District's functions. The net costs, by function, are also supported by general revenues, other
revenue, etc. The statement of activities reduces gross expenses by related program revenues,
operating and capital grants. Program revenues must be directly associated with the function.
Operating grants include operating-specific and discretionary (either operating or capital) grants
while the capital grants column reflect capital-specific grants. For the year ended September 30,
2018, the District had $ 12,715,568 in program revenues.

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

14



Fiddler's Creek Community Development District #2
Notes to Basic Financial Statements
September 30, 2018

Note 2 - Summary of Significant Accounting Policies (continued)

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

The District reports the following major governmental funds:

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

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

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

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

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

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

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

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

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

statements:
a. Each year the District Manager submits to the District Board a proposed
operating budget for the fiscal year commencing the following October 1.
b. Public hearings are conducted to obtain taxpayer comments.
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Fiddler's Creek Community Development District #2
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Note 2 - Summary of Significant Accounting Policies (continued)
c. Prior to October 1, the budget is legally adopted by the District Board.

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

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

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

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

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

Assessments: Assessments are non-ad valorem assessments on all property within the District.
Assessments are levied each November 1 on property as of the previous January 1. Certain
assessments are collected upon closing on each lot sold and are used to prepay a portion of the
Bonds outstanding. In addition, annual assessments are levied and collected to provide funds for
the debt service on the portion of the Bonds which are not paid for from the prepaid assessments
and to pay for the operations and maintenance of the District. The fiscal year for which annual
assessments are levied begins on October 1 with a maximum discount available for payments
through February 28 and become delinquent on April 1.

Assessments on all non-platted lots within the District are directly billed to the Developer.

Deferred outflows/inflows of resources: In addition to assets, the statement of financial position
will sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The District does not have any items that qualify for reporting in
this category.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s) and
so will not be recognized as an inflow of resources (revenue) until that time. The District has one
item that qualifies for reporting in this category. It is a deferred gain on exchange that results from
the difference in the carrying value of the exchanged debt and its reacquisition price. This amount
is deferred and amortized over the life of the exchanged debt.
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Note 2 - Summary of Significant Accounting Policies (continued)
Equity classifications:

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

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

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

c. Unrestricted net position - all other net position that do not meet the
definition of "restricted" or "net investment in capital assets."

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

Fund statements: GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions requires that governmental fund financial statements present fund balances based on
classifications that comprise a hierarchy that is based primarily on the extent to which the District is
bound to honor constraints on the specific purposes for which amounts in the respective
governmental funds can be spent. The classifications used in the governmental fund financial
statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b) are legally or
contractually required to be maintained intact. The District classifies prepaid
items and deposits as nonspendable since they are not expected to be converted
to cash or are not expected to be converted to cash within the next year.

Restricted: This classification includes amounts for which constraints have been
placed on the use of the resources either (a) externally imposed by creditors
(such as through a debt covenant), grantors, contributors, or laws or regulations
of other governments, or (b) imposed by law through constitutional provisions or
enabling legislation.

Committed: This classification includes amounts that can be used only for
specific purposes pursuant to constraints imposed by formal action of the
District Board of Supervisors. These amounts cannot be used for any other
purpose unless the Board removes or changes the specified use by taking the
same type of action (ordinance or resolution) that was employed when the funds
were initially committed. This classification also includes contractual obligations
to the extent that existing resources have been specifically committed for use in
satisfying those contractual requirements.
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Note 2 - Summary of Significant Accounting Policies (continued)

Assigned: This classification includes amounts that are constrained by the
District’s intent to be used for a specific purpose but are neither restricted nor
committed. This intent can be expressed by the Board or through the Board
delegating this responsibility to the District Manager through the budgetary
process. This classification also includes the remaining positive fund balance for
all governmental funds except for the General Fund. The District classifies
existing fund balance to be used in the subsequent year’s budget for elimination
of a deficit as assigned.

Unassigned: This classification includes the residual fund balance for the General
Fund.

The District would typically use restricted fund balances first, followed by committed fund
balances, assigned fund balances, and finally unassigned fund balances.

Date of management review: Subsequent events have been evaluated through June 26, 2019,
which is the date the financial statements were available to be issued.

Use of estimates: The preparation of financial statements in conformity with generally accepted
accounting principles, 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 3 - Deposits and Investments

Deposits: The District’s deposits must be placed with banks and savings and loans which are
qualified as public depositories prior to receipt of public monies under Chapter 280, Florida
Statutes. These deposits are insured by the FDIC up to $ 250,000. Monies deposited in amounts
greater than the insurance coverage are secured by the banks pledging securities with the State
Treasurer in the collateral pool. At year end, the carrying amount of the District’s General Fund
deposits was $ 1,168,053 and the bank balance was $ 1,367,118.

Investments: The investment of funds is authorized by Florida Statutes, which allows the District
to invest in the Local Government Surplus Funds Trust or any intergovernmental investment pool
authorized pursuant to the Florida Interlocal Cooperation Act, SEC registered money market funds
with the highest credit quality rating, interest-bearing time deposits or savings accounts in qualified
public depositories and direct obligations of the U.S. Treasury. Investments of the Debt Service and
Capital Projects Funds are governed by the Bond Indenture.

Investments as of September 30, 2018 of $ 23,166,646 were in money market mutual funds. These
investments are stated at fair value which approximates amortized cost.

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

Interest rate risk: Florida Statutes state that the investment portfolio be structured in such

manner as to provide sufficient liquidity to pay obligations as they come due. The funds in the
money market accounts held by the District can be withdrawn at any time.
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Note 3 - Deposits and Investments (continued)
Custodial credit risk: For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the District will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. At September 30, 2018, the
District’s investments were not subject to custodial credit risk.

Note 4 - Capital Assets

Capital asset activity for the year ended September 30, 2018 was as follows:

Balance at Deletions Balance at
October 1, and September 30,
2017 Additions Transfers 2018
Governmental Activities:
Capital assets, not being
depreciated:
Land and improvements S 16,226,776 S - S - S 16,226,776
Construction-in-progress 13,182,809 1,098,502 (767,175) 13,514,136
Total capital assets, not
being depreciated 29,409,585 1,098,502 (767,175) 29,740,912
Capital assets, being depreciated:
Infrastructure 17,074,387 - 767,175 17,841,562
Buildings and improvements 12,760,696 - - 12,760,696
Equipment 301,113 12,730 - 313,843
Total capital assets, being
depreciated 30,136,196 12,730 767,175 30,916,101
Total capital assets 59,545,781 1,111,232 - 60,657,013
Less accumulated depreciation for:
Infrastructure 7,399,077 610,603 - 8,009,680
Equipment 39,517 24,287 - 63,804
Buildings and improvements 9,743,441 244,134 - 9,987,575
Total accumulated depreciation 17,182,035 879,024 - 18,061,059
Total capital assets,
being depreciated, net 12,954,161 (866,294) 767,175 12,855,042
Governmental activities
capital assets, net S 42,363,746 S 232,208 S - S 42,595,954

Provision for depreciation was charged to functions as follows:

Governmental Activities:
Physical environment S 879,024
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Note 5 - Long-Term Debt
a. Summary of Long-Term Debt of Governmental Activities

Long-term debt of the governmental activities at September 30, 2018 is comprised of the
following bond issues:

Special Assessment Revenue Bonds, Series 2003A; due in
annual installments through May 2035; interest payable
semiannually at 6.375%. S 24,950,000

Special Assessment Revenue Bonds, Series 2003B; due in one
lump-sum payment November 2014; interest payable
semiannually at 5.75%. 4,197,412

Special Assessment Bonds, Series 2004; due in annual
installments  through May 2037; interest payable
semiannually at 6.75%. 600,000

Special Assessment Bonds, Series 2005; due in annual
installments  through May 2038; interest payable
semiannually at 6.00%. 2,280,000

Special Assessment Revenue Bonds, Series 2014-1A; due in
annual installments through May 2037; interest payable
semiannually at 6.75%. 4,000,000

Special Assessment Revenue Bonds, Series 2014-1B; due in
annual installments through May 2037; interest payable
semiannually at 6.75%. 3,815,000

Special Assessment Revenue Bonds, Series 2014-2A; due in
annual installments through May 2038; interest payable
semiannually at 6.00%. 8,635,000

Special Assessment Revenue Bonds, Series 2014-2B; due in
annual installments through May 2038; interest payable
semiannually at 6.00%. 4,835,000

Special Assessment Bonds, Series 2014-3; due in annual
installments  through May 2038; interest payable
semiannually at 6.00%. 8,210,000

Special Assessment Bonds, Series 2014-4; due in annual
installments  through May 2038; interest payable
semiannually at 6.00%. 10,070,000

Capital Improvement Bonds, Series 2015A-1, due in annual
installments through May 2045; interest payable
semiannually at rates that range from 5.00% to 6.00% (net of
unamortized bond discount of $ 110,107 as of September 30,
2018). 3,914,893

Special Assessment Revenue Refunding Bonds, Series 2015A-
2, due in annual installments through May 2038; interest
payable semiannually at rates ranging from 5.00% to 6.00%
(net of unamortized bond discount of $26,270 as of
September 30, 2018). 1,138,730
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Note 5 - Long-Term Debt (continued)

Special Assessment Revenue Refunding Bonds, Series 2015B,
due in a balloon payment May 2025; interest payable at
6.250% (net of unamortized bond discount of $ 56,624 as of

September 30, 2018). 2,068,376

S 78,714,411

The following is a summary of changes in governmental activities long-term debt for the
year ended September 30, 2018:

Balance Balance Due
October 1, September 30, Within

2017 Exchange Deletions Amortization 2018 One Year
Special Assessment
Revenue Bonds,
Series 2003A S 26,582,700 - S 1,632,700 - S 24,950,000 S 9,925,000
Special Assessment
Revenue Bonds,
Series 2003B 4,197,412 - - - 4,197,412 4,197,412
Special Assessment
Revenue Bonds,
Series 2004 1,855,000 - 1,255,000 - 600,000 15,000
Special Assessment
Revenue Bonds,
Series 2005 2,375,000 - 95,000 - 2,280,000 60,000
Special Assessment
Revenue Bonds,
Series 2014-1A 8,305,000 (3,815,000) 490,000 - 4,000,000 110,000
Special Assessment
Revenue Bonds,
Series 2014-1B - 3,815,000 - - 3,815,000 105,000
Special Assessment
Revenue Bonds,
Series 2014-2A 15,175,000 (4,835,000) 1,705,000 - 8,635,000 235,000
Special Assessment
Revenue Bonds,
Series 2014-2B - 4,835,000 - - 4,835,000 130,000
Special Assessment
Revenue Bonds,
Series 2014-3 8,415,000 - 205,000 - 8,210,000 220,000
Special Assessment
Revenue Bonds,
Series 2014-4 10,325,000 - 255,000 - 10,070,000 270,000
Special Assessment
Capital Improvement
Bonds Series, 2015A-1 5,110,000 - 1,085,000 - 4,025,000 65,000
Series 2015A-1 discount (114,269) - - 4,162 (110,107) -
Special Assessment
Revenue Bonds,
Series 2015A-2 1,500,000 - 335,000 - 1,165,000 35,000
Series 2015A-2 discount (27,620) - - 1,350 (26,270) -
Special Assessment
Revenue Bonds, 3,765,000 - 1,640,000 - 2,125,000 -
Series 2015B
Series 2015B discount (65,412) - - 8,788 (56,624) -

$ __87,397,811 - $__8697700 $_____ 14300 S$_____ 78714411 S __ 15367412
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Note 5 - Long-Term Debt (continued)
b. Summary of Significant Debt Terms of Governmental Activities

Special Assessment Revenue Bonds, Series 2003A - The District previously issued
$ 26,385,000 in Special Assessment Revenue Bonds, Series 2003A for the purpose of
funding certain projects within the boundaries of the District. The Bonds are payable in
annual principal installments through May 2035. Interest at 6.00% is payable semiannually
on the first day of each May and November through 2016 and at 6.375% thereafter.

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

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

The Indenture requires a reserve fund equal to 7.47% of the 2003A Bonds outstanding. As
of September 30, 2018, the reserve fund account balance was not sufficient to satisfy this
requirement.

Subsequent to year end, Wilmington Trust, National Association (“WTNA”) gave notice of a
payment to the 2003A bondholders in excess of $17.8M. Based upon the payment, the
District has demanded an accounting from WTNA regarding the 2003A bonds to determine,
among other things: if the 2003A bondholders continue to claim the bonds are in default;
what is the remaining principal balance; and how was the interest amount calculated. To
date, WTNA has failed and refused to provide the District with an accounting or answers to
those questions.

Special Assessment Revenue Bonds, Series 2003B - The District previously issued
$9,905,000 in Special Assessment Revenue Bonds, Series 2003B for the purpose of funding
certain projects within the boundaries of the District. The Bonds were payable in one
principal installment in November 2014 and remain outstanding. Interest at 5.75% is
payable semiannually on the first day of each May and November.

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

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

The Indenture requires a reserve fund equal to 11.19% of the 2003B Bonds outstanding. As
of September 30, 2018, the reserve fund account balance was not sufficient to satisfy this
requirement.

There is a dispute between the Series 2003A and 2003B bondholders as to the amounts due
to each and when those sums are due. See Note 10 and below for a disclosure of this
dispute.
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Note 5 - Long-Term Debt (continued)

Pursuant to Generally Accepted Accounting Principles and Government Auditing Standards
the District’s outstanding debt for the Series 2003 Bonds has not been reduced by
assessments that have been remitted by the District to the Indenture Trustee for which the
Trustee has not remitted to the Bondholders. As such, the District’s future obligation for the
Series 2003 debt is no more than the reported outstanding Series 2003 debt less the funds
that the Trustee has received from the District but not remitted to the Bondholders.

Special Assessment Bonds, Series 2004 - The District previously issued $ 13,145,000 in
Special Assessment Bonds, Series 2004 for the purpose of funding certain projects within
the boundaries of the District. The District previously exchanged a portion of the Series
2004 for the Series 2014-1 Bonds. After the consummation of the exchange, $ 3,510,000 of
Series 2004 Bonds remained outstanding. The Bonds are payable in annual principal
installments through May 2037. Interest at 6.75% is payable semiannually on the first day
of each May and November.

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

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

The Bond Indenture requires a reserve fund equal to $ 50,000. As of September 30, 2018,
the reserve fund account balance was sufficient to satisfy this requirement.

Special Assessment Bonds, Series 2005 - The District previously issued $ 38,850,000 in
Special Assessment Bonds, Series 2005 for the purpose of funding certain projects within
the boundaries of the District. The District previously exchanged a portion of the Series
2005 for the Series 2014-2, 2014-3 and 2014-4 Bonds. After the consummation of the
exchange, $ 2,685,000 of Series 2005 Bonds remained outstanding. The Bonds are payable
in annual principal installments through May 2038. Interest at 6.00% is payable
semiannually on the first day of each May and November.

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

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

The Bond Indenture requires a reserve fund equal to $ 50,000. As of September 30, 2018,
the reserve fund account balance was sufficient to satisfy this requirement.
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Special Assessment Bonds, Series 2014 - The District previously issued $ 9,560,000 Special
Assessment Revenue Bonds Series 2014-1 for the purpose of exchanging a portion of the
Special Assessment Revenue Bonds, Series 2004. The Bonds are payable in annual principal
installments through May 2037. Interest at 6.75% is payable semiannually on the first day
of each May and November. In June 2018, the Series 2014-1 were exchanged into Series
2014-1A at $ 4,000,000 and Series 2014-1B at $ 3,815,000. There were no changes to the
par amounts, boundaries, yield or maturity of these bonds.

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

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions through May 2037, the maturity date.
The District is required to redeem the Bonds at par prior to schedule from the proceeds of
any assessments prepaid or if certain events occur as outlined in the Bond Indenture. The
Bonds are subject to redemption at the option of the District at par on or after May 1, 2021.

The District also previously issued $ 43,335,000 in Special Assessment Revenue Bonds Series
2014-2, 2014-3 and 2014-4 for the purpose of exchanging a portion of the Special
Assessment Revenue Bonds, Series 2005. The Bonds are payable in annual principal
installments through May 2038. Interest at 6.00% is payable semiannually on the first day
of each May and November. In June 2018, the Series 2014-2 were also exchanged into
Series 2014-2A at $ 8,635,000 and Series 2014-2B at S 4,835,000. There were no changes to
the par amounts, boundaries, yield or maturity of these bonds.

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

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions through May 2038, the maturity date.
The District is required to redeem the Bonds at par prior to schedule from the proceeds of
any assessments prepaid or if certain events occur as outlined in the Bond Indenture. The
Bonds are subject to redemption at the option of the District at par on or after May 1, 2021.

The Series 2014-1B and Series 2014-2B require reserve funds equal to $ 125,000 each. As of
September 30, 2018, the reserve fund account balances were sufficient to satisfy this
requirement.

Capital Improvement and Special Assessment Revenue Refunding Bonds, Series 2015 - The
District previously issued $ 6,050,000 in Capital Improvement Bonds 2015A-1 for the
purpose of financing the costs of the 2015 Improvements. The bonds are split between two
issuances of $ 1,160,000 and $ 4,890,000, payable in annual principal installments through
May 2026 and May 2045, respectively. Interest at 5.00% through May 2026, thereafter at
6.00% is payable semiannually on the first day of each May and November.
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The District is required by the Bond Indenture to levy and collect special assessments
pursuant to Florida Statutes, Section 190.022. The collection of these assessments is
restricted and applied to the debt service requirements of the Bond Issue. Further, the
District covenants to levy special assessments in annual amounts adequate to provide for
payment of principal and interest on the Bonds as they become due.

The Bonds are subject to mandatory redemption at par plus accrued interest to the date of
redemption on a schedule of annual redemptions. The Bonds maturing May 2045 are also
subject to redemption at the option of the District at the redemption price on or after May
1, 2028. The District is required to redeem the Bonds at redemption price prior to schedule
from the proceeds of any assessments prepaid or if certain events occur as outlined in the
Bond Indenture

The District previously also issued $ 7,725,000 in Special Assessment Revenue Refunding
Bonds Series 2015A-2 and Series 2015B for the purpose of refunding a portion of the Series
2014-3 Bonds. The Series 2015A-2 Bonds are split between two issuances of $ 595,000 and
$ 1,215,000, payable in annual principal installments through May 2026 and May 2038,
respectively. Interest at 5.00% through May 2026, thereafter at 6.00% is payable
semiannually on the first day of each May and November. The $ 5,915,000 Series 2015B
Bonds are payable in a balloon payment on May 1, 2025 with interest at 6.25% payable
semiannually on the first day of each May and November.

The District refunded a portion of the Series 2014-3 Bonds and replaced them with a
portion of the 2015A-2 and the 2015B Bonds for the purpose of reallocating the Bonds from
non-plated property to plated property. The defeasement resulted in a minimal economic
gain.

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

The Bonds are subject to mandatory redemption at the redemption price plus accrued
interest to the date of redemption on a schedule of annual redemptions. The Bonds
maturing May 2038 are also subject to redemption at the option of the District at the
redemption price on or after May 1, 2028. The District is required to redeem the Bonds at
redemption price prior to schedule from the proceeds of any assessments prepaid or if
certain events occur as outlined in the Bond Indenture. The 2015B Bonds are not subject to
any optional redemption.

The 2015 Bond Indentures require reserve funds equal to $ 329,594. As of September 30,
2018, the reserve fund account balances were sufficient to satisfy this requirement.
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As of September 30, 2016, the annual debt service requirements for the Series 2003, 2004,
2005, 2014, 2015 Special Assessment Revenue Bonds, and Series 2015 Capital Improvement
Bonds are approximately as follows:

Year Ending
September 30, Principal Interest Total

2019 S 15,367,412 12,492,479 27,859,891
2020 1,875,000 3,926,944 5,801,944
2021 2,000,000 3,811,594 5,811,594
2022 2,120,000 3,688,425 5,808,425
2023 2,250,000 3,557,894 5,807,894

2024-2028 15,730,000 15,124,244 30,854,244

2029-2033 18,465,000 10,069,500 28,534,500

2034-2038 19,390,000 3,852,449 23,242,449

2039-2043 1,145,000 383,100 1,528,100

2044-2046 565,000 51,300 616,300

S _ 78,907,412 $ _56,957,929 $ 135,865,341

Note 6 - Risk Management

The District purchased an insurance policy that provided coverage of up to a $ 1,000,000 maximum
for each general liability occurrence in combination with a maximum annual aggregate coverage of
approximately $ 2,000,000 for the policy year ending September 30, 2018. Other insurance policies
carried by the District during the year included public official’s liability and employment practices
liability. Settlement amounts have not exceeded insurance coverage during the last three (3) fiscal
years.

Note 7 - Commitments
The District has committed to acquire those portions of the improvements which have been

completed by the Developer for the actual reasonable costs incurred by the Developer up to the
amounts available in Series 2003, 2004, 2005, 2014, and 2015 Capital Project Funds.

Note 8 - Interfund Receivables, Payables, and Transfers

A summary of due to/from funds for the year ended September 30, 2018 is as follows:

Receivables Payables
Series 2003 Debt Service Fund S 244,176 S 51
Series 2004 Debt Service Fund - 269,735
Series 2005 Debt Service Fund 25,610 -
Total S 269,786 S 269,786
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Note 8 - Interfund Receivables, Payables, and Transfers (continued)

These balances result from the time lag between the dates that (1) interfund goods and services
are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting
systems and (3) payments between funds are actually made.

There were no interfund transfers for the year ended September 30, 2018.

Note 9 - Net Position (Deficit)

The District has a government-wide net position deficit of $ 22,067,888 as of September 30, 2018.
The deficit relates to the accrual of certain expenses, principally interest, which are not currently
recorded in the fund statements. When recognized as expenditures in the fund statements, they
will be recovered from the Developer or through assessment to benefitted property owners. The
deficit also relates to various infrastructure improvements, such as the water and sewer lines,
which have been financed through the issuance of long-term debt, but were conveyed to other
governmental entities.

Note 10 - Contingencies

Developer reorganization: In prior years, the Developer was unable to provide the District with
non-ad valorem special assessments sufficient to satisfy debt service requirements.

In February 2010, the Developer of the District, Fiddler's Creek, LLC and its affiliates filed for
bankruptcy under Chapter 11 of the United States Bankruptcy Code. On August 29, 2011, the
Bankruptcy Court entered an order confirming Fiddler’s Creek, LLC's second amended Plan of
Reorganization, as modified. The Plan provides for the Developer to emerge from bankruptcy,
implement the Plan of Reorganization and develop the property within the District. The court
approved a de-acceleration of the bonds outstanding, a two-year moratorium in regard to the
commencement of payments on certain of the “off-roll” bond claims. The court specifically
considered the $45 million “exit financing” in determining that the plan of reorganization is
feasible.

In addition, the Plan calls for amounts due to the District with respect to off-roll property owned by
the Developer shall have a new par amount equal to the outstanding amounts plus unpaid and
accrued interest. As a result, unpaid and accrued interest totaling $ 13,159,539 was added to the
outstanding bond principal balances during the periods ended September 30, 2012.

The litigation between the District and the former trustee, US Bank, National Association (“USB”)
styled, Fiddler’s Creek Community Development District 2 v. U.S. Bank National Association, as
Trustee and Individually, The ITG Tax Free Income & Capital Appreciation Fund, Ltd., ITG Fund I,
LLLP, ITG Fund Management, Inc. and Oppenheimer Funds, Inc., Collier County Circuit Court Case
No. 11-CA-003947 (the “Contract and Tort Action”) and U.S. Bank National Association, as Trustee
of the Fiddler's Creek Community Development District #2 Special Assessment Revenue Bonds,
Series 2003A and Series 20038, Series 2004 and Series 2005 vs. Fiddler’s CDD Investor, LLC; Fiddler’s
CDD Investor I, LLC; Fiddler’s Creek Community Development District 2; and Wilmington Trust,
National Association, Collier County Circuit Court Case No. 13-CA-1143 (hereinafter referred to as
the “Declaratory Action”), both of which involved the misuse of funds in the 2003 and 2005 Bond
Series construction accounts for payment of trustee legal fees, was recently settled. USB agreed to
pay the District the sum of $1,350,000 in the settlement of the claims. The construction
obligations under the 2003 Bond Series have already been completed.
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Note 10 - Contingencies (continued)

The District remains a defendant in the interpleader action commenced in 2014 by the current
trustee, Wilmington Trust, National Association (“WTNA”) styled, Wilmington Trust, National
Association, as Successor Trustee vs. ITG Fund Il, LLLP, Fiddler’s Creek Community Development
District 2, and Fiddler’s Creek CDD Investor Il / ITG Fund Il, LLP vs. Fiddler’'s Creek Community
Development District No. 2, Fiddler’s Creek Investor, LLC, and Wilmington Trust, N.A., Case No.
2014-CA-2763 in the Circuit Court of the 20th Judicial Circuit in and for Collier County (hereinafter
referred to as the “Third-Party Action”) which litigation was originally brought regarding the
redemption of 2003B Bonds upon maturity. WTNA interpled the Disputed Funds for the court to
determine if those funds may be used to redeem the 2003B Bonds or should the funds be applied
to amounts owing on the 2003A Bonds. The majority holder of the 2003A Bonds has asserted a
claim to the funds arguing the 2003A bonds are in default. WTNA withheld payments to the 2003A
bondholders since 2014 notwithstanding that the District has remitted collected assessments for
payment against the Bonds as provided in the Trust Indenture. On May 1, 2019, WTNA gave notice
of a payment to the 2003A bondholders in excess of $ 17.8 million. Based upon the payment, the
District has demanded an accounting from WTNA regarding the 2003A bonds to determine, among
other things: if the 2003A bondholders continue to claim the bonds are in default; what is the
remaining principal balance; and how was the interest amount calculated. Trial is scheduled for the
trial period beginning February 5, 2020.

Notwithstanding, the majority holder of the 2003A Bonds has advised that WTNA and the DTC
agree the remaining principal balance on the 2003A Bonds after the May 1, 2019 payment is
$15,025,000. This amount is consistent with the District’s calculation of the remaining principal
balance on the 2003A Bonds.

Note 11 - Related Entity Transactions
The District has cost sharing agreements with Fiddler’s Creek Community Development District 1

and shares the same Developer. The District has a payable in the amount of $ 89,760 to Fiddler’s
Creek Community Development District 1 for shared costs as of September 30, 2018.
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INDEPENDENT AUDITOR’S 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
Fiddler's Creek Community Development District #2
Collier County, Florida

We have audited, 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, the financial statements of the governmental
activities and each major fund of Fiddler's Creek Community Development District #2 (the “District”),
as of and for the year ended September 30, 2018, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements, and have issued our report
thereon dated June 26, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

KMCcpa.com | 6550 N Federal Hwy, 4th Floor Fort Lauderdale, FL 33308 Phone: 954.771.0896 Fax: 954.938.9353

29



Fiddler's Creek Community Development District #2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of 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 instances of noncompliance due to the
Series 2003A and 2003B Reserve Accounts reflecting deficits at September 30, 2018, subject, however,
to events described in Note 10 and District’s attempt to recover funds from US Bank, and others.

The District’s response to the finding identified in our audit is described in the accompanying Schedule
of Findings and Recommendations. We did not audit the District’s response and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Ky Al

KEEFE McCULLOUGH

Fort Lauderdale, Florida
June 26, 2019
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INDEPENDENT AUDITOR’S REPORT TO DISTRICT MANAGEMENT

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

Report on the Financial Statements

We have audited the financial statements of Fiddler's Creek Community Development District #2,
Florida, (the "District"), as of and for the fiscal year ended September 30, 2018, and have issued our
report thereon dated June 26, 2019.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and Chapter 10.550, Rules of the Auditor
General.

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards and Independent Accountant’s Report on an
examination conducted in accordance with AICPA Professional Standards, AT-C Section 315, regarding
compliance requirements in accordance with Chapter 10.550, Rules of the Auditor General.
Disclosures in those reports, which are dated June 26, 2019, should be considered in conjunction with
this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the preceding
annual financial audit report. The findings and recommendations made in the preceding annual
financial audit report are repeated in the current fiscal year and are listed in the Schedule of Findings
and Recommendations.

Official Title and Legal Authority

Section 10.554(1)(i)4., 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 was
established on November 19, 2002 by Ordinance No. 02-61 of the Collier County Commission, pursuant
to the provisions of Chapter 190, of the laws of the State of Florida. The District does not have any
component units.
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Financial Condition and Management

Sections 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require us to apply appropriate
procedures and communicate the results of our determination as to whether or not the District has
met one or more of the conditions described in Section 218.503(1), Florida Statutes, and to identify 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.

Pursuant to Sections 10.554(1)(i)5.b and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the District. 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 same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have
any such recommendations.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have
occurred, that have an effect on the financial statements that is less than material but warrants the
attention of those charged with governance. In connection with our audit, we did not note any such
findings.

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, the Board of Supervisors and applicable

management, and is not intended to be and should not be used by anyone other than these specified
parties.

Ky MeCalough

KEEFE McCULLOUGH

Fort Lauderdale, Florida
June 26, 2019
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Current Year Findings and Recommendations
Other Matters:
Finding 2010-01
Condition:
The Series 2003A and 2003B reserve accounts reflect deficits at September 30, 2018.
Criteria:

The bond indentures of the Special Assessment Revenue Bonds, Series 2003A and 2003B require a
reserve account equal to a certain percentage of the bonds deemed outstanding.

Effect:
Non-compliance with bond covenants.

Recommendation:

We recommend that the District maintain the required reserve account balance.

Management’s Response:

The District has disagreed with the determination pursuant to the two-year moratorium provided
in the plan of reorganization approved by the bankruptcy court. The court approved the de-
acceleration and the restructuring of the bonds. The Trustee has taken no action to enforce an
alleged non-compliance. Management notes that the reserves have been reduced by the
unauthorized misappropriation by the former Trustee. The principal balance of the bonds has been
reduced by this amount.

Finding 2013-01
Condition:

The District did not meet the debt service requirements for the Special Assessment Revenue Bonds,
Series 2003A and 2003B for the year ended September 30, 2018.

Criteria:

The covenants of the Special Assessment Revenue Bonds, Series 2003A and 2003B require the
District to levy and collect special assessments in annual amounts adequate to provide for the
payment of principal and interest on the Bonds as they become due.

Effect:

Noncompliance with bond covenants.

Recommendation:

We recommend that the District make the debt service payments when due.

33



Fiddler's Creek Community Development District #2
Schedule of Findings and Recommendations
September 30, 2018

Current Year Findings and Recommendations (continued)

Management’s Response:

The Trustee had sufficient money to make the debt service payments and did not, subject to
payments described in Note 10. Specifically, in 2014, the current trustee, Wilmington Trust,
National Association (“WTNA”), filed an interpleader action which litigation was originally brought
regarding the redemption of 2003B Bonds upon maturity. WTNA interpled the Disputed Funds for
the court to determine if those funds may be used to redeem the 2003B Bonds or should be
applied to amounts owing on the 2003A Bonds. The majority holder of the 2003A Bonds has
asserted a claim to the funds arguing the 2003A Bonds are in default. WTNA withheld payments to
the 2003A bondholders since 2014 notwithstanding the fact that the District has remitted collected
assessments for payment against the bonds as provided in the trust indenture. On May 1, 2019,
WTNA gave notice of a payment to the 2003A bondholders in excess of $17.8M. Based upon the
payment, the District has demanded an accounting from WTNA regarding the 2003A bonds to
determine, among other things: if the 2003A bondholders continue to claim the bonds are in
default; what is the remaining principal balance; and how was the interest amount calculated. Trial
is scheduled for the trial period beginning February 5, 2020. To date, WTNA has failed and refused
to provide the requested accounting or answers to those questions. Nevertheless, the District will
follow the ruling of the court in the Third-Party Action when determined.

Prior Year Findings and Recommendations

2010-01: Failure to maintain adequate reserve account balances - Matter continued in 2018 and
is repeated in the current year.

2013-01: Failure to meet debt service requirements - Matter continued in 2018 and is repeated in
the current year.
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INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE
WITH SECTION 218.415, FLORIDA STATUTES

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

We have examined Fiddler's Creek Community Development District #2’s (the "District") compliance
with the requirements of Section 218.415, Florida Statutes, Local Government Investment Policies, for
the year ended September 30, 2018. Management of the District is responsible for the District’s
compliance with the specified requirements. Our responsibility is to express an opinion on the
District’s compliance with the specified requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about with the District complied, in all material respects,
with the specified requirements referenced above. An examination involves performing procedures to
obtain evidence about whether the District complied with the specified requirements. The nature,
timing, and extent of the procedures selected depend on our judgment, including an assessment of the
risks of material noncompliance, whether due to fraud or error. We believe that the evidence we
obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

Our examination does not provide a legal determination on the District’'s compliance with specified
requirements.

In our opinion, the District complied, in all material respects, with the specified requirements of
Section 218.415 Florida Statutes for the year ended September 30, 2018.

This report is intended solely for the information and use of management and the State of Florida

Auditor General and is not intended to be and should not be used by anyone other than these specified
parties.

Kafy MCulnagh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
June 26, 2019
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