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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and Town Council
Town of Howey-in-the-Hills, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Howey-in-the-
Hills, Florida (the “Town™) as of and for the year ended September 30, 2020, and the related notes to the
financial statements, which collectively comprise the Town’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.

Auditors’ 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 Governmental 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 opinions.




Town of Howey-in-the-Hills, Florida
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town as of September 30, 2020, and the respective
changes in financial position and where applicable, cash flows thereof 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, budgetary comparison schedules and the Town’s retirement plan schedules and
notes 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 Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town’s basic financial statements. The other supplementary information section as listed in
the table of contents, is presented for purposes of additional analysis and is not a required part of the basic
financial statements.

The other supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the other supplementary
information is fairly stated in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 15, 2021,
on our consideration of the Town’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 the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
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with Government Auditing Standards in considering the Town’s internal control over financial reporting
and compliance k
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Binney Accounting and Assurance Services, PLLC
Clermont, Florida
May 15,2021




TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT'’S DISCUSSION AND ANALYSIS
September 30, 2020

The Town of Howey-in-the-Hills, Florida’s (the “Town”) Management’s Discussion and Analysis (the “MD&A”)
presents an overview of the Town'’s financial activities for the fiscal year ended September 30, 2020. Please
read it in conjunction with the letter of transmittal in the introductory section, and the Town’s financial statements
following the MD&A.

Financial Highlights

. The assets and deferred outflows of resources of the Town exceeded its liabilities and deferred inflows
of resources at the close of fiscal year 2020 by $6,811,774 (net position). Of this amount, $1,945,879
represents unrestricted net position.

« The Town’s net position increased by $1,093,996. Governmental activities contributed 82% of the
increase.

. The Town'’s total governmental fund balances increased $13,677 from the prior year.

Overview of the Financial Statements

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

Government-wide financial statements

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

The statement of net position presents information on all of the Town’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the financial
position of the Town is improving or deteriorating. Additionally, nonfinancial factors, such as a change in
the Town’s property tax base or the condition of Town facilities and infrastructure, should be considered
to assess the overall financial health of the Town.

The statement of activities presents information showing how the government’s net position changed
during fiscal year 2020. 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
(e.g., uncollected but earned revenue and unused vacation leave).

Both of these financial statements distinguish functions of the Town that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the Town include general government, public safety, physical environment, transportation, and
culture/recreation. The business-type activities of the Town include water and sanitation services, and storm
water services. The government-wide financial statements can be found immediately following the MD&A.

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 Town, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of
the Town can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.



TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2020

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

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

The Town maintains several individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for the General Fund and Impact Fees Fund, which are considered to be major funds.
Data from the other governmental funds are combined into a single, aggregated presentation noted as
Nonmajor Governmental Funds. Individual fund data for each of these nonmajor governmental funds is
provided in the form of combining statements in the other supplemental information section of this report.

The Town adopts an annual appropriated budget for its general fund and most special revenue funds. Budgetary
comparison schedules have been provided for the major funds to demonstrate budgetary compliance.

Proprietary Funds

The Town maintains one type of proprietary fund. The enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The Town uses enterprise
funds to account for the fiscal activities relating to water/sanitation, and storm water operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for the Utility Fund (major
fund) and the Stormwater Fund (nonmajor fund).

Fiduciary Fund

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the Town’s own programs. The accounting used for fiduciary funds is similar
to proprietary funds. The Town has one pension trust fund to account for the police officers’ pension plan.

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Other information

In addition to the basic financial statements and accompanying notes, required supplementary information is
included which presents budgetary comparison schedules for the Town’s General Fund and Impact Fees Fund;
and required pension schedules for the Town'’s pension plan. Required supplementary information can be found
following the notes to the financial statements.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented in
the other supplemental information section of this report.



TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2020

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In
the case of the Town, assets and deferred outflows exceeded liabilities and deferred inflows by $6,811,774 at
the close of the fiscal year ended September 30, 2020.

The largest portion of the Town’s net position (56%) reflects its net investment in capital assets (land, buildings,
infrastructure and equipment less any related outstanding debt used to acquire those assets). The Town uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the Town’s net investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources since the capital assets
themselves cannot be used to liquidate these liabilities. The Town has restricted net position ($1,035,693) for
construction projects, public safety programs, recreation projects, and other purposes. The unrestricted net
position ($1,945,879) is available for future spending. At the end of fiscal year 2020, the Town is able to report
positive balances in all three categories of net position for governmental and business-type activities.

Capital assets increased by $647,862 from the prior year, primarily in governmental activities for the Island
Drive paving project ($212,092) and Library expansion ($541,297) during FY20.

There was a net increase of $1,093,996 in the Town'’s net position over fiscal year 2019. There was a net
increase of $899,571 in net position reported in connection with the Town’s governmental activities and
$194,425 in business-type activities. Key reasons for these changes are presented in the following pages for
governmental and business-type activities.

Governmental Business-Type
Activities Activities Total
2020 2019 2020 2019 2020 2019

Assets

Non-capital assets $ 2,111,955 $1,866,123 $ 1,159,088 $ 1,069,957 $ 3,271,043 $ 2,936,080

Capital assets 2,702,503 1,957,321 3,008,307 3,105,627 5,710,810 5,062,948

Total assets 4,814,458 3,823,444 4,167,395 4,175,584 8,981,853 7,999,028
Deferred outflows of resources

Pension related 217,090 291,098 - - 217,090 291,098
Liabilities

Current liabilities 197,493 93,492 86,589 138,146 284,082 231,638

Long-term liabilities 218,862 245,576 1,647,868 1,798,925 1,866,730 2,044,501

Total liabilities 416,355 339,068 1,734,457 1,937,071 2,150,812 2,276,139
Deferred inflows of resources

Pension related 236,357 296,209 - - 236,357 296,209
Net position

Net investment in capital assets 2,466,676 1,744,969 1,363,526 1,310,289 3,830,202 3,055,258

Restricted 1,035,693 842,485 - - 1,035,693 842,485

Unrestricted 876,467 891,811 1,069,412 928,224 1,945,879 1,820,035

Total net position $ 4,378,836 $3479,265 $ 2,432,938 $ 2,238513 $ 6,811,774 $ 5,717,778




TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2020

Governmental Business-Type
Activities Activities Total
2020 2019 2020 2019 2020 2019

Program revenues

Charges for services $ 236,717 $ 292,559 $ 1,027,818 $ 1,010,078 $ 1,264,535 $ 1,302,637

Operating grants & contributions 191,469 137,098 - - 191,469 137,098

Capital grants & contributions 604,068 256,642 - - 604,068 256,642
General revenues

Property taxes 887,874 824,490 - - 887,874 824,490

Franchise fees and utility taxes 342,303 311,497 51,278 51,365 393,581 362,862

Infrastructure surtax 139,069 131,660 - - 139,069 131,660

Other taxes 55,052 57,473 - - 55,052 57,473

Shared revenues 133,784 129,319 - - 133,784 129,319

Other 6,421 10,815 1,304 2,072 7,725 12,887

Total revenues 2,596,757 2,151,553 1,080,400 1,063,515 3,677,157 3,215,068
Program expenses

General government 507,226 563,577 - - 507,226 563,577

Public safety 740,198 688,043 - - 740,198 688,043

Physical environment 174,645 140,772 - - 174,645 140,772

Transportation 110,669 122,927 - - 110,669 122,927

Culture and recreation 154,383 167,163 - - 154,383 167,163

Interest on long-term debt 10,065 11,366 - - 10,065 11,366

Utility - - 882,059 811,207 882,059 811,207

Stormwater - - 3,916 5,040 3,916 5,040

Total expenses 1,697,186 1,693,848 885,975 816,247 2,583,161 2,510,095
Change in net position 899,571 457,705 194,425 247,268 1,093,996 704,973
Beginning net position 3,479,265 3,021,560 2,238,513 1,991,245 5,717,778 5,012,805
Ending net position $ 4,378,836 $3,479,265 § 2,432,938 $ 2,238513 $ 6,811,774 $ 5,717,778

Governmental activities

Governmental activities accounted for an increase of $899,571 from the prior year net position. The largest
factor in this increase was $445,204 increase in revenues from the prior year, primarily in capital grants and
contributions of $347,426 for the library expansion project and property tax revenues of $63,384 from increasing
property values. The expenses remained in line with the prior year.

Business-type activities

Business-type activities increased the Town’s net position by $194,425 accounting for 18% of the total growth
in the Town’s net position. Charges for services increased by $17,740, with a corresponding increase in
expenses of $69,728 to provide the increased services to system users. The overall increase appears in line
with the results of prior year activities and rates appear to be sufficient to sustain current operations.



TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2020

Financial Analysis of the Town’s Funds

Governmental funds

The focus of the Town’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the Town'’s financing requirements.
In particular, unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

As of the end of fiscal year 2020, the Town’s governmental funds reported combined ending fund balances of
$1,593,944, an increase of $13,677 in comparison with the prior year. This increase was largely the result of
an increase in intergovernmental revenues for COVID-19 relief and property tax revenues offset by increased
expenditures for expansion project and COVID-19 related costs. Components of fund balance are comprised
of nonspendable, restricted, committed, assigned, and unassigned. The components of committed, assigned
and unassigned are considered spendable unrestricted fund balance. The total spendable unrestricted fund
balance of governmental funds in fiscal year 2020 was $684,968 compared to $745,706 for fiscal year 2019, a
decrease of $60,738 for all governmental funds. The main cause of this decrease in spendable unrestricted
fund balance was a decrease in user charges for services and general revenue sources during the COVID-19
shutdown period.

Major Funds
General Fund

The General Fund is the chief operating fund of the Town. At the end of fiscal year 2020, the spendable
unassigned fund balance of the General Fund totaled $684,968 compared to $745,706 in fiscal year 2019, a
decrease of $60,738. As a measure of the General Fund’s liquidity, it may be useful to compare the spendable
unassigned fund balance of $684,968 to the total fund’s expenditures of $2,483,324. This represents 28% of
total expenditures compared to 38% in the prior fiscal year. Thus, the Town was able to maintain liquidity
available to meet upcoming expenditures in its chief operating fund.

The fund balance in the General Fund decreased by $60,638 during the current fiscal year. The General Fund
increased spending by $520,188 from the prior year for the Island Drive paving project and Library Expansion,
while increasing its revenues and other sources by $317,465 primarily from reimbursement for the Library
Expansion project and CARES Act. Due to timing of some reimbursements for the Library project and CARES
Act from Lake County, $134,741 of expenditures in this fiscal year will be offset by revenues in next year.

The Impact Fees Fund

The Impact Fees Fund total fund balance increased by $73,568 from the prior year. The impact fee receipts
were in line with the prior year; however, the Town expended $22,082 for part of the Library expansion project.
The fund balance of $899,820 is restricted for future public safety, physical environment, and recreation
expansion projects and equipment.

Enterprise funds

The Town’s enterprise funds provide the same type of information found in the government-wide financial
statements, but in more detail. The Town has one major enterprise fund — the Utility Fund, and one nonmajor
fund — the Stormwater Fund. For the current fiscal year, unrestricted net position in the Utility Fund increased
by $141,188 and the Stormwater Fund had no change over the prior year.



TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2020

Utility Fund

The Utility Fund had an increase in net position of $198,341, which is consistent with the prior year. User fees
were $17,740 greater than the prior year for increased usage from utility and sanitation customers. Operating
expenses were in line with the prior year. There were no significant changes in the current year.

General Fund Budgetary Highlights

The General Fund original budgeted revenues were increased by $496,685 primarily for additional grant
reimbursements awarded during the year. That budgeted revenue increase was offset by increased budgeted
expenditures of $643,474 in transportation and culture and recreation for the Island Drive and Library expansion
projects. Total revenues exceeded the final amended budget by $181,135 mostly from unbudgeted
intergovernmental CARES Act reimbursements. Total expenditures exceeded the final amended budget by
$144,127 mostly from accounting for capital equipment acquisitions through financings and COVID-19 related
expenditures.

Capital Assets and Long-term Debt

Capital Assets

The Town’s investment in capital assets for its governmental and business-type activities as of September 30,
2020 amounts to $5,710,810 (net of accumulated depreciation). This investment in capital assets includes
land, buildings, improvements other than buildings, infrastructure, equipment, vehicles, and construction in
progress. The total increase in the Town’s investment in capital assets for the current fiscal year was $647,862.
Governmental activities increased capital assets by $745,182 from several large projects, and business-type
activities decreased by $97,320 due to depreciation of currently held assets. The largest components of this
increase were for the Island Drive paving project ($212,092) and Library Expansion project ($541,297).
Additional information on the Town’s capital assets, including major construction commitments, can be found
in Note 3 of this report.

Long-term Debt

At the end of fiscal year 2020, the Town had total debt outstanding of $1,829,667. This is a decrease of
$178,023 from the prior year, primarily due to scheduled principal payments. Of the total outstanding, $184,885
is related to governmental activities and $1,644,782 is related to business-type activities. Additional information
on the Town’s debt can be found in Note 4 of this report.

Economic Factors and Next Year’s Budgets and Rates

The ad valorem tax rate for the General Fund decreased to 7.50 for the 2021 fiscal year budget.

The COVID-19 pandemic continues as of the date of this report causing uncertainty and declines in the
overall local and state economic activity. The ultimate effect of the pandemic on the Town is not quantifiable
at this time.

Requests for Information

This financial report is designed to present users with a general overview of the Town’s finances and to
demonstrate the Town’s accountability. If you have questions concerning any of the information provided in
this report or need additional financial information, contact the Town'’s Clerk, 101 N Palm Avenue, Howey-in-
the-Hills, Florida 34737.
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Town of Howey-in-the-Hills, Florida
Statement of Net Position
September 30, 2020

Governmental  Business-type

Activities Activities Total
Assets
Cash and equivalents $ 552563 $ 1,013,138 $ 1,565,701
Investment in state pool 19,054 - 19,054
Due from other governments 318,201 - 318,201
Prepaids 100 - 100
Accounts receivable 567 110,421 110,988
Pension asset 185,777 - 185,777
Restricted assets:
Cash and equivalents 1,035,693 35,529 1,071,222
Capital assets:
Non-depreciable 919,088 33,820 952,908
Depreciable, net 1,783,415 2,974,487 4,757,902
Total assets 4,814,458 4,167,395 8,981,853
Deferred outflows of resources
Pension related 217,090 - 217,090
Total assets and deferred outflows of resources 5,031,548 4,167,395 9,198,943
Liabilities
Accounts payable 115,675 20,193 135,868
Contracts payable 50,942 - 50,942
Accrued liabilities 14,169 3,935 18,104
Due to pension 14,153 - 14,153
Due to other governments - - -
Interest payable - 18,351 18,351
Unearned revenues 2,554 - 2,554
Customer deposits - 44 110 44 110
Noncurrent liabilities:
Due within one year 61,712 138,399 200,111
Due in more than one year 157,150 1,509,469 1,666,619
Total liabilities 416,355 1,734,457 2,150,812
Deferred inflows of resources
Pension related 236,357 - 236,357
Total liabilities and deferred inflows of resources 652,712 1,734,457 2,387,169
Net position
Net investment in capital assets 2,466,676 1,363,526 3,830,202
Restricted:
Public Safety Projects 206,652 - 206,652
Public Works Projects 585,090 - 585,090
Recreation Projects 242,386 - 242,386
Tree Replenishment Program 1,565 - 1,565
Unrestricted 876,467 1,069,412 1,945,879
Total net position $ 4,378,836 $ 2432938 $ 6,811,774

See accomQ]a1nying notes.
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Town of Howey-in-the-Hills, Florida

Balance Sheet
Governmental Funds
September 30, 2020

Impact Nonmajor Total
General Fees Governmental Governmental
Fund Fund Funds Funds
Assets
Cash and equivalents $ 679,380 899,820 $ 9,056 $ 1,588,256
Investment in state pool 19,054 - - 19,054
Account receivable, net 567 - - 567
Due from other governments 318,201 - - 318,201
Prepaids 100 - - 100
Total assets $ 1,017,302 899,820 $ 9,056 $ 1,926,178
Liabilities
Accounts payable 115,675 - - 115,675
Contracts payable 50,942 - - 50,942
Accrued liabilities 14,169 - - 14,169
Due to police pension 14,153 - - 14,153
Unearned revenues 2,554 - - 2,554
197,493 - - 197,493
Deferred Inflows of Resources
Unavailable grant revenues 134,741 - - 134,741
Fund balances
Nonspendable - prepaids 100 - - 100
Restricted:
Public safety - 199,161 7,491 206,652
Physical environment - 523,133 1,565 524,698
Culture and recreation - 177,526 - 177,526
Unassigned 684,968 - - 684,968
Total fund balances 685,068 899,820 9,056 1,593,944
Total liabilities, deferred inflows of
resources and fund balances $ 1,017,302 899,820 9,056 $ 1,926,178

See accomg]agying notes.



Town of Howey-in-the-Hills, Florida
Reconciliation of the Balance Sheet to the Statement of Net Position
September 30, 2020

Fund balances - total governmental funds $ 1,593,944

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

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.
Capital assets - net 2,702,503

Amount for earned but unavailable revenues recognized as revenue
of the current period 134,741

The net pension liability/asset is not reported in governmental funds. 185,777

Deferred inflows and outflows of resources related to pensions are
not recognized in the governmental funds; however, they are recorded in
the statement of net position under full accrual accounting.
Deferred outflows of resources pensions 217,090
Deferred inflows of resources pensions (236,357)

Long-term liabilities are not due and payable in the current period and
accordingly are not reported as fund liabilities. Interest on long-term
debt is not accrued in governmental funds, but rather is recognized
as an expenditure when due. All liabilities--both current and
long-term--are reported in the statement of net position.

Long-term liabilities at year-end consist of:

Capital leases (97,853)
Lake County loan (87,032)
Compensated absences (33,977)

Net position of governmental activities

“

4,378,836

See accompanying notes.
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Town of Howey-in-the-Hills, Florida
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year ended September 30, 2020

Impact Nonmajor Total
General Fees Governmental Governmental
Fund Fund Funds Funds
Revenues

Taxes $ 1,255,793 $ - $ - $ 1,255,793

Permits, fees and special assessments 305,823 95,650 - 401,473

Intergovernmental 708,398 - - 708,398

Charges for services 89,148 - - 89,148

Judgments, fines and forfeits 7,874 - 747 8,621

Miscellaneous 6,507 - - 6,507

Total revenues 2,373,543 95,650 747 2,469,940
Expenditures
Current:
General government 549,918 - - 549,918
Public safety 719,928 - - 719,928
Physical environment 203,963 - - 203,963
Transportation 297,109 - - 297,109
Culture and recreation 635,910 22,082 - 657,992

Debt service:

Principal retirement 66,431 - - 66,431

Interest 10,065 - - 10,065

Total expenditures 2,483,324 22,082 - 2,505,406
Excess of revenues over (under) expenditures (109,781) 73,568 747 (35,466)
Other financing sources (uses)

Capital lease and loan 49,143 - - 49,143
Net change in fund balances (60,638) 73,568 747 13,677
Fund balances - beginning of year 745,706 826,252 8,309 1,580,267
Fund balances - end of year $ 685,068 $ 899,820 $ 9,056 $ 1,593,944

See accomgla5rlying notes.



Town of Howey-in-the-Hills, Florida
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances to the Statement of Activities
Year ended September 30, 2020

Net change in fund balances $ 13,677

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.
Acquisitions of capital assets 891,025
Current year depreciation expense (145,843)

The issuance of bonds and similar long-term debt provides current financial
resources to governmental funds and thus contributes to the change in fund balance.
In the statement of net position, however, issuing debt increases long-term liabilities
and does not affect the statement of activities. Similarly, repayment of principal is
an expenditure in the governmental funds, but reduces the liability in the statement
of net position. The amounts of the items that make up these differences in the
treatment of long-term debt and related items are:

Capital lease issuance (49,143)
Capital lease repayments 67,005
Lake County loan repayments 9,605

Under the modified accrual basis of accounting, governmental revenues are recognized
when both the measureable and available criteria have been met. Those revenues
earned in the current year were not recognized since availability criteria
was not met. Under full accrual accounting, all revenues would be recognized. 126,817

The accounting for pension costs differs between governmental funds and
governmental activities

Change in net pension liability or asset 1,337
Change in deferred outflows related to pensions (74,008)
Change in deferred inflows related to pensions 59,852

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds
Compensated absences (753)

Change in net position of governmental activities $ 899,571

See accompanying notes.
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Town of Howey-in-the-Hills, Florida
Statement of Net Position
Proprietary Funds
September 30, 2020

Business-type Activities
Enterprise Funds

Nonmajor Total
Utility Stormwater Enterprise
Fund Fund Funds

Current assets

Cash and equivalents $ 1,001,242 $ 11,896 $ 1,013,138

Accounts receivable, net 110,421 - 110,421

Total current assets 1,111,663 11,896 1,123,559
Noncurrent assets

Restricted cash and equivalents 35,529 - 35,529

Capital assets, net 2,931,575 76,732 3,008,307

Total noncurrent assets 2,967,104 76,732 3,043,836

Total assets 4,078,767 88,628 4,167,395
Current liabilities

Accounts payable 20,193 - 20,193

Accrued liabilities 3,935 - 3,935

Interest payable 18,351 - 18,351

Customer deposits 44110 - 44110

Current portion of long-term liabilities 138,399 - 138,399

Total current liabilities 224,988 - 224,988
Noncurrent liabilities 1,509,469 - 1,509,469

Total liabilities 1,734,457 - 1,734,457
Net position

Net investment in capital assets 1,286,794 76,732 1,363,526

Unrestricted 1,057,516 11,896 1,069,412

Total net position $ 2,344310 $ 88,628 $ 2,432,938

See accompanying notes.
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Town of Howey-in-the-Hills, Florida
Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Funds

Year ended September 30, 2020

Operating revenues

User fees - water

User fees - sanitation

Total operating revenues
Operating expenses

Personal services

Operating expenses

Depreciation

Total operating expenses
Operating income (loss)
Nonoperating revenues (expenses)

Utility service taxes

Interest income

Interest (expense)

Total nonoperating revenues (expenses)
Change in net position

Net position - beginning of year

Net position - end of year

Business-type Activities
Enterprise Funds

Nonmajor Total
Utility Stormwater Enterprise

Fund Fund Funds
$ 823919 $ - $ 823,919
203,899 - 203,899
1,027,818 - 1,027,818
80,068 - 80,068
619,943 - 619,943
135,489 3,916 139,405
835,500 3,916 839,416
192,318 (3,916) 188,402
51,278 - 51,278
1,304 - 1,304
(46,559) - (46,559)
6,023 - 6,023
198,341 (3,916) 194,425
2,145,969 92,544 2,238,513
$ 2,344,310 § 88,628 $ 2,432,938

See accompanying notes.
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Town of Howey-in-the-Hills, Florida
Statement of Cash Flows
Proprietary Funds
Year ended September 30, 2020

Nonmajor Total
Utility Stormwater Enterprise
Fund Fund Funds
Operating activities
Receipts from customers $ 1,028,638 $ - $ 1,028,638
Payments to suppliers (670,150) - (670,150)
Payments to employees (78,815) - (78,815)
Net cash provided by operating activities 279,673 - 279,673
Noncapital financing activities
Receipts/(Payments) from/to other funds - - -
Utility service taxes 51,278 - 51,278
Net cash provided by noncapital financing activities 51,278 - 51,278
Capital and related financing activities
Principal paid on debt (150,556) - (150,556)
Interest paid on debt (47,951) - (47,951)
Acquisition of capital assets (42,085) - (42,085)
Net cash used by capital and related financing activities (240,592) - (240,592)
Investment Activities
Interest on investments 1,304 - 1,304
Net cash provided by investment activities 1,304 - 1,304
Change in cash and equivalents 91,663 - 91,663
Cash and equivalents - beginning of year 945,108 11,896 957,004
Cash and equivalents - end of year $ 1,036,771 $ 11,896 $ 1,048,667
Operating income (loss) $ 192,318 § (3,916) 188,402
Depreciation 135,489 3,916 139,405
Change in:
Receivables 2,532 - 2,532
Accounts payable (50,207) - (50,207)
Accrued liabilities 1,754 - 1,754
Customer deposits (1,712) - (1,712)
Compensated absences (501) - (501)
Net cash provided by operating activities $ 279,673 $ - $ 279,673

There were no noncash activities.

See accom,qlagying notes.



Town of Howey-in-the-Hills, Florida
Statement of Fiduciary Net Position
September 30, 2020

Pension Trust

Fund

Assets

Investments $ 1,917,811

Receivables 14,153

Total assets 1,931,964
Liabilities -
Net position

Restricted for pension benefits $ 1,931,964

See accompanying notes.
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Town of Howey-in-the-Hills, Florida
Statement of Changes in Fiduciary Net Position
Year ended September 30, 2020

Pension Trust

Fund
Additions
Contributions:
Employer $ 84,488
Member 15,715
State 14,153
Total contributions 114,356
Investment income:
Investment income 119,226
Less, investment management fee (8,765)
Net investment income 110,461
Total additions 224,817
Deductions
Member benefits 64,734
Change in net position 160,083
Net position restricted for pension benefits
Beginning of year 1,771,881
Net position restricted for pension benefits
End of year $ 1,931,964

See accompanying notes.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO FINANCIAL STATEMENTS

Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Howey-in-the-Hills, Florida (the “Town”), have been prepared
in conformity with generally accepted accounting principles (“GAAP”), as applied to governmental
units, which were promulgated by the Governmental Accounting Standards Board (“‘GASB”). A
summary of the Town’s significant accounting policies applied in the preparation of these financial
statements follows.

A. REPORTING ENTITY

The Town of Howey-in-the-Hills is a political subdivision of the state of Florida established under the
Laws of Florida, Chapter 10675(1925). The Town was originally incorporated on May 8, 1925. The
Town provides a wide range of services that include police protection, recreation services, public works
services, and general administration. The Town also operates enterprise activities, including: water,
sewer, sanitation and stormwater.

The Town is a municipal corporation governed by an elected mayor and four-member council. As
required by GAAP, these financial statements present the Town as a primary government. Component
units are entities for which a primary government is considered financially accountable or entities that
would be misleading to exclude. Blended component units, although legally separate entities, are in
substance part of the government’s operations and so data from these units would be combined with
data of the primary government. The Town has no blended component units. Discretely presented
component units, on the other hand, would be reported in separate columns to emphasize that they
are legally separate from the Town. There are no discretely presented component units included in
the Town’s financial reporting entity. Additionally, the Town did not participate in any joint ventures
during the 2019-2020 fiscal year.

B. BASIC FINANCIAL STATEMENTS

The basic financial statements include both government-wide (based on the Town as a whole) and
fund financial statements. The government-wide statements (statement of net position and statement
of activities) are presented using a full accrual, economic resource basis, which incorporates long-
term assets and receivables, deferred outflows of resources, long-term liabilities, and deferred inflows
of resources. The Town’s fiduciary funds are not included in the government-wide statements since
by definition these assets are being held for the benefit of a third party and cannot be used to address
activities or obligations of the Town.

The government-wide statement of activities reports the gross and net cost for the various functional
categories (general government, public safety, physical environment, transportation, and culture and
recreation) of the Town that are otherwise supported by general government revenues (property, sales
and use tax, and certain intergovernmental revenues, etc.). For the most part, the effect of interfund
activity has been removed from this statement. Direct expenses are those that are clearly identifiable
with a specific function. Program revenues are defined as charges for services, and operating and
capital grants and contributions that specifically relate to a specific program function. Charges for
services include revenue arising from charges to customers or applicants who purchase, use or
directly benefit from the goods, services, or privileges provided. Operating and capital grants and
contributions consist of revenues received from governments, organizations, or individuals that are
specifically attributable to an activity program for either operating expenses or capital expenses
associated with the specific program.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. Major individual governmental and enterprise funds are reported as separate columns in the
fund financial statements. All non-major funds are summarized into a single column. The Town has
reported the General Fund and Impact Fees Fund as major funds. In addition, the Town’s Utility Fund
is a major fund. The governmental fund financial statements include reconciliations with brief
explanations to better identify the relationship between the government-wide statements and the
statements for the governmental funds.

C. MEASUREMENT FOCUS AND BASIS OF PRESENTATION

The Town uses funds to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain governmental functions or activities. The minimum number
of funds is maintained consistent with legal and managerial requirements. A fund is a separate
accounting entity with a self-balancing set of accounts.

Funds are classified into three fund types: governmental, proprietary, and fiduciary. Each fund type
is described below:

1. Governmental Funds:

The focus of governmental fund measurement is upon determination of financial position and
changes in financial position (sources, uses, and balances of financial resources), rather than
upon net income. The following is a description of the governmental funds that the Town has
presented:

a) General Fund - This fund is the general operating fund of the Town. It is used to account
for all financial resources, except those required to be accounted for in another fund.

b) Special Revenue Funds - These funds are used to account for and report the proceeds
of specific revenue sources (other than debt service or major capital projects) that are
legally restricted or committed to expenditures for specified purposes. The Town has five
special revenue funds consisting of the Impact Fees Fund to account for police, water and
parks impact fees, the Law Enforcement Trust Fund and Special Law Enforcement Trust
Fund to account for forfeiture proceeds restricted in use by Florida Statutes, the Police
Automation Fund, and the Tree Fund for proceeds restricted for Town tree planting
projects.

2. Proprietary Funds:

These funds are accounted for using the flow of economic resources measurement focus and
the accrual basis of accounting. Under this method, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred.

Enterprise funds — These funds are used to account for those operations (1) that are financed
and operated in a manner similar to private business enterprises - where the intent of the
governing body is that the cost (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through
user charges; or (2) where the governing body has decided that a periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purpose. The Utility Fund is used to
account for water and refuse system, and the Stormwater Fund is used to account for the
Town’s stormwater activities.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. MEASUREMENT FOCUS AND BASIS OF PRESENTATION (Continued)

2. Proprietary Funds: (Continued)

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in conjunction with
a proprietary fund’s principal ongoing operations. Operating expenses for proprietary funds
include the cost of personnel, contractual services, supplies, maintenance, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

3. Fiduciary Fund:

The fiduciary fund accounts for assets held by the Town in a trustee capacity. A trust fund
accounts for assets held by the government under the terms of a formal trust agreement.

Pension Trust Fund - These funds are accounted for in essentially the same manner as the
proprietary funds, using the same measurement focus and basis of accounting. The pension
trust fund accounts for the assets of the Town’s police officers’ pension plan.

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. Operating statements of these funds present
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other
financing uses) in fund balance.

All proprietary funds and pension trust funds are accounted for using the flow of economic
resources measurement focus. With this measurement focus, all assets, deferred outflows of
resources, liabilities, and deferred inflows of resources associated with the operation of these funds
are included on the statement of net position. Proprietary fund-type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net position.

1. Modified Accrual:

All governmental funds are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual
(i.e., when they become 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. The Town considers revenues as available if they are collected within 60 days
after year-end. Expenditures are recorded when the related fund liability is incurred.

Those revenues susceptible to accrual are utility and franchise taxes, intergovernmental
revenues and grants, state revenue sharing, and interest on pooled investments.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (Continued)
2. Accrual:

All proprietary and fiduciary funds are accounted for using the accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred.

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

E. ASSETS, LIABILITIES, DEFERRED ELEMENTS, AND FUND EQUITY
Cash and Investments

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.

Investments are carried at a mixture of fair value measurement and amortized cost because certain
investments meet GASB Statement No. 31, as amended by GASB Statement No. 79 Certain External
Investment Pools and Pool Participants, which establishes criteria for external investment pools to
qualify for making the election to measure all of their investments at amortized cost for financial
reporting purposes. The Town'’s investments in the Florida PRIME are similar to money market funds
in which units are owned in the fund rather than the underlying investments, and they are reported at
amortized cost.

There are no limitations or restrictions on withdrawals from the Florida PRIME. In the occurrence of
an event that has a material impact on the liquidity or operations of the PRIME, the fund’s executive
director may limit contributions to or withdrawals from the PRIME for a period of 48 hours. The Office
of the Auditor General of the State of Florida performs the operational audit of the activities and
investments of the Florida PRIME.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding
at the end of the fiscal year are referred to as either “interfund receivables/payables” (i.e., the current
portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund
loans). All other outstanding balances between funds are reported as “due to/from other funds.”

All accounts receivable are shown net of an allowance for uncollectible accounts receivable. Accounts
receivable in excess of 120 days comprise the trade accounts receivable allowance for uncollectible.
Receivables of the Utility Fund are reduced by an allowance of $20,053.

Property taxes, which were levied during fiscal year 2020 and are uncollected as of September 30,
2020, are immaterial and, therefore, not recorded as a receivable.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. ASSETS, LIABILITIES, DEFERRED ELEMENTS AND FUND EQUITY (Continued)
Inventories and Prepaids

Inventories are valued at cost using the first-in first-out (“FIFO”) method and consist of expendable
items held for consumption or resale. The cost of these items is recorded as expenditure or expense
at the time the inventory item is consumed or sold.

Payments made to vendors for services, as well as to the actuary for pension contributions, that will
benefit periods beyond September 30, 2020, are recorded as prepaid items. These payments are
recorded as expenditures or expenses when consumed rather than when purchased.

Capital Assets

Capital assets, which include land, buildings, improvements, equipment (including assets acquired by
capital lease), and infrastructure assets (i.e., roads, sidewalks, and similar items) are reported in the
applicable governmental or business-type activities columns in the government-wide financial
statements. The government defines capital assets as assets with an initial individual cost, of more
than $1,000 and an estimated useful life beyond one year. These assets are recorded at historical
cost or estimated historical cost, if purchased, and acquisition value, if contributed or donated.
Additions, improvements, and other capital outlays that significantly extend the useful life of an asset
are capitalized. Other costs incurred for repairs and maintenance are expensed as incurred and are
not capitalized. In accordance with GASB Statement No. 34, as amended, the Town has elected to
report general infrastructure prospectively, effective October 1, 2003. Depreciation on all capital assets
is provided on a straight-line basis over the following estimated useful lives: buildings 10-50 years;
improvements other than buildings, including infrastructure assets, 15-50 years; and furniture,
equipment and vehicles 3-15 years.

For its business-type activities, it is the Town’s policy not to capitalize construction period interest
costs on projects funded specifically through debt financing in accordance with GASB Statement No.
89.

Compensated Absences

It is the Town’s policy to permit limited vesting of employee earned and unused vacation and
compensatory leave benefits. Vested vacation and sick leave that accrues that is expected to be
liquidated with expendable available financial resources is reported as an expense and a liability of
the appropriate proprietary fund. The portion of the liability expected to be liquidated within the next
year has been classified as a current liability. Amounts not expected to be liquidated within the next
year are reported as a component of long-term liabilities. Compensated absences are reported in
governmental funds only upon the retirement or resignation of a vested employee. The payment of
compensated absences is charged to the respective fund and department in which the individual being
paid is employed.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. ASSETS, LIABILITIES, DEFERRED ELEMENTS AND FUND EQUITY (Continued)
Net Pension Liability / Asset

In the government-wide statements, net pension liability or asset represents the present value of
projected benefit payments to be provided through the single employer defined benefit pension plan
to current active and inactive employees that is attributed to those employees’ past periods of service
(total pension liability), less the amount of the pension plan's fiduciary net position. For purposes of
measuring the net pension liability or asset, deferred outflows of resources and deferred inflows of
resources related to pension plans, pension expense, information about the fiduciary net position, and
additions to/deductions from fiduciary net position have been determined on the same basis as they
are reported by the plan.

For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Pension investments are reported at fair value.
The Town allocated its net pension liability or asset, deferred outflows for pensions, deferred inflows
for pensions, and pension expense to governmental activities and public safety function.

Deferred Outflows of Resources / Deferred Inflows of Resources

In addition to assets and liabilities, the Town reports the financial statement elements of deferred
outflows of resources and deferred inflows of resources. Deferred outflows of resources represent a
consumption of net position that applies to future periods and will not be recognized as an outflow of
resources (expenditure or expense) until that applicable time. Deferred inflows of resources represent
an acquisition of net position that applies to future periods and will not be recognized as an inflow of
resources (revenue) until that applicable time.

The Town reports one item that qualifies as deferred outflows of resources on its government-wide
statement of net position, deferred outflows for pensions. The deferred outflows for pensions are an
aggregate of items related to pensions as calculated in accordance with GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. The deferred outflows for pensions will be
recognized as pension expense or a reduction of the net pension liability in future reporting years.

The Town reports one item that qualifies as deferred inflows of resources on its government-wide
statement of net position, deferred inflows for pensions. The deferred inflows for pensions are an
aggregate of items related to pensions as calculated under the same principles as deferred outflows
for pensions, and will be recognized as a reduction to pension expense in future reporting years.

The Town sometimes reports deferred inflows of resources on applicable governmental fund
statements that represent revenues which are measurable but not available in accordance with the
modified accrual basis of accounting. These deferred inflows will be recognized as revenue in the
fiscal year they are earned and become available. The majority of these deferred inflows of resources
represent intergovernmental receipts and reimbursements.
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NOTE 1 -

TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. ASSETS, LIABILITIES, DEFERRED ELEMENTS AND FUND EQUITY (Continued)

Net Position

The government-wide and business-type activities financial statements utilize a net position
presentation. Net position is presented in three components - net investment in capital assets,
restricted, and unrestricted.

Net Investment in Capital Assets - This component of net position consists of capital assets, net
of accumulated depreciation and capital related debt.

Restricted- This component consists of net position that has constraints placed either externally
by third parties (grantors and contributors) or by law, through constitutional provisions of enabling
legislation. The Town reports $899,820 of net position restricted by enabling legislation relating to
impact fees.

Unrestricted - This component consists of net position that does not meet the definition of “net
investment in capital assets” and “restricted.” Allocations or earmarks of net position made by the
Town’s management are included in this component because these types of constraints are internal
and management can remove or modify them.

Fund Balance

In accordance with GAAP, the Town classified governmental fund balances as follows:

Nonspendable Fund Balance - Nonspendable fund balances are amounts that cannot be spent
because they are either (a) not in a spendable form or (b) legally or contractually required to be
maintained intact.

Restricted Fund Balance - Restricted fund balances are restricted when constraints placed on
the use of resources are either: (a) externally imposed by creditors, grantors, contributors, or laws
or regulations of other governments; or (b) imposed by law through constitutional provisions or
enabling legislation.

Committed Fund Balance - Committed fund balances are amounts that can only be used for
specific purposes as a result of constraints imposed by formal action of the Town's highest level of
decision-making authority, which is an ordinance. Committed amounts cannot be used for any other
purpose unless the Town removes those constraints by taking the same type of action. The Council
can establish, modify or rescind a fund balance commitment through the formal approval of an
ordinance.

Assigned Fund Balance - Assigned fund balances are amounts that are constrained by the
Town's intent to be used for specific purposes, but are neither restricted nor committed. Intent is
expressed by (a) the Council or (b) a body or official to which the Council has delegated the
authority to assign amounts to be used for specific purposes. Additionally, this category is used to
reflect the appropriation of a portion of existing fund balance to eliminate a projected deficit in the
subsequent year’s budget.

Unassigned Fund Balance - Unassigned fund balance is the residual classification for the General
Fund and also includes deficit fund balances of other governmental funds.

The Town intends that restricted amounts be spent first when both restricted and unrestricted fund
balance is available unless there are legal documents/contracts that would prohibit doing this, such
as grant agreements with dollar-for-dollar spending. Additionally, the Town would first use committed
fund balance, followed by assigned fund balance, and then unassigned fund balance when
expenditures are incurred for purposes for which amounts in any of the unrestricted fund balance
classifications could be used.
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TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. PROPERTY TAXES

The assessment of all properties and the collection of all county, municipal, and school board property
taxes are consolidated in the offices of the Lake County Property Appraiser and Lake County Tax
Collector. The laws of the state regulating tax assessment are also designed to assure a consistent
property valuation method statewide. State Statutes permit municipalities to levy property taxes at a
rate of up to ten mills. The millage rate in effect for the fiscal year ended September 30, 2020 was
9.275 mills. Each assessment roll is submitted to the Executive Director of the State Department of
Revenue for review to determine if the roll meets all of the appropriate requirements of State Statutes.

All taxes are due and payable on November 1 of each year or as soon thereafter as the assessment
roll is certified and delivered to the Tax Collector. All unpaid taxes become delinquent on April 1
following the year in which they were assessed, and a lien on the property is recorded on Jan 1.
Discounts are allowed for early payment at the rate of 4% in the month of November, 3% in the month
of December, 2% in the month of January, and 1% in the month of February. The Town does not
accrue its portion of the county-held certificates due to the immateriality of the amount.

CASH, POOLED CASH, AND INVESTMENTS

The Town utilizes a consolidated cash pool to account for cash and investments of all Town funds.
The consolidated cash pool concept allows each participating fund to benefit from the economies of
scale and improved vyield, which are inherent to a larger investment pool. The account balances of
each fund are reported as cash and equivalents.

Cash and Pooled Cash

The Town has one cash pool that maintains most of the deposits of all the governmental and enterprise
funds of the Town. The trust funds maintain their own cash accounts. Formal accounting records detail
the individual equities of the participating funds. The cash pool utilizes a single checking account for
all Town receipts and disbursements.

Deposits

At September 30, 2020, the bank balance of the Town’s cash deposit accounts was $2,693,496 and
the carrying amount of the demand deposits and cash on hand was $2,636,923. The cash deposits
are held by a bank that qualifies as a public depository under the Florida Security and Public Deposits
Act, as required by Chapter 280, Florida Statutes, and are considered fully insured.

Investments

Florida Statutes (218.415) authorize municipalities to invest excess funds in time deposits or savings
accounts of financial institutions approved by the State Treasurer, obligations of the U.S. Government,
U.S. Government Instrumentalities, State of Florida Local Government Surplus Funds Trust Fund, and
mutual funds investing in U.S. Government securities.

The Town’s investment in the Florida PRIME of $19,054 exposes it to credit risk. The Town does not
have a formal investment policy relating to that risk, which is described as the risk that an issuer or
other counterparty to an investment will not fulfill its obligations. The Florida PRIME is rated by
Standard & Poor’s and has a rating at September 30, 2020 of AAAm. The weighted average days to
maturity of Florida PRIME at September 30, 2020 is 48 days.
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TOWN OF HOWEY-IN-THE-HILLS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
Year Ended September 30, 2020

CASH, POOLED CASH, AND INVESTMENTS (Continued)

The Town is a participating employer in the Florida Municipal Pension Trust Fund (FMPTF), which is
sponsored by the Florida League of Cities, Inc. The Town’s pension plan assets are invested by the
FMPTF through the Florida Municipal Investment Trust (FMIVT), which is an external investment pool.
The fair value of the position in the pool is equal to the value of the Town’s beneficial interest in the
pool’s portfolio. The pool is not registered with the Securities and Exchange Commission.

The Town categorizes the fair value measurement of its investments based on the hierarchy
established by GASB Statement No. 72 Fair Value Measurement and Application. The hierarchy has
three levels based on the valuation inputs used to measure an asset’s fair value: Level 1 inputs are
quoted prices in active markets for identical assets; Level 2 inputs are significant other observable
inputs; and Level 3 inputs are significant unobservable inputs. The Town uses quoted prices provided
by FMIVT for its pension trust fund.

The Town’s beneficial interest in the FMIVT portfolio for the Pension Trust is summarized below:
Fair Value Hierarchy

Fair Value Level 1 Level 2 Level 3
Cash and Money Market $ 15,342 $ 15,342
FMIVT Broad Market High Quality Bond Portfolio 266,576 $ 266,576
FMIVT Core Plus 268,493 $ 268,493
FMIVT Large Cap Diversified Value Portfolio 692,330 692,330
FMIVT Diversified Small to Mid Cap Equity Portfolio 195,617 195,617
FMIVT International Equity Portfolio 304,932 304,932
FMIVT Core Real Estate Portfolio 174,521 174,521
Total $ 1,917,811 $ 15,342 $ 1,459,455 $ 443,014

Credit Risk —The Bond Portfolio is rated by Fitch and has a rating at September 30, 2020 of AAf/S4.

Interest Rate Risk — Interest rate risk is the risk that changes in market interest rates will adversely
affect the fair value of an investment. The Town’s investment policies do not provide specific
restrictions as to maturity length of investments. The weighted average maturity of the Bond Portfolio
is 6.60 years and the Core Plus is 5.82 years.
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Year Ended September 30, 2020

CAPITAL ASSETS

Capital assets activity for the fiscal year ended September 30, 2020 was as follows:

Governmental Activities
Capital assets, not being depreciated:
Land and improvements
Construction in Process
Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Improvements
Equipment and machinery
Assets under capital lease
Total capital assets, being depreciated

Less accumulated depreciation for:
Buildings and improvements
Improvements
Equipment and machinery
Assets under capital lease
Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Balance Balance

October 1, September 30,
2019 Increases Decreases 2020

$ 377,790 $ - $ - $ 377,790
- 753,390 212,092 541,298
377,790 753,390 212,092 919,088
530,242 72,072 - 602,314
1,665,606 212,092 - 1,877,698
556,733 16,420  (104,427) 677,580
219,218 49,143 112,543 155,818
2,971,799 349,727 8,116 3,313,410
290,381 14,691 - 305,072
583,306 55,825 - 639,131
431,706 47,034 (68,454) 547,194
86,875 28,293 76,570 38,598
1,392,268 145,843 8,116 1,529,995
1,579,531 203,884 - 1,783,415
$ 1,957,321 $ 957,274 $ 212,092 $ 2,702,503
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Year Ended September 30, 2020

CAPITAL ASSETS (Continued)

Balance Balance
October 1, September 30,

Business-type Activities 2019 Increases Decreases 2020
Capital assets, not being depreciated:

Construction in Process $ - $ 42,085 $ 8265 $ 33,820
Capital assets, being depreciated:

Buildings and improvements 7,693 - - 7,693

Machinery and equipment 287,253 - - 287,253

Improvements - water system 4,850,913 8,265 - 4,859,178

Total capital assets, being depreciated 5,145,859 8,265 - 5,154,124
Less accumulated depreciation for:

Buildings and improvements 7,693 - - 7,693

Machinery and equipment 275,350 2,492 - 277,842

Improvements - water system 1,757,189 136,913 - 1,894,102

Total accumulated depreciation 2,040,232 139,405 - 2,179,637
Business-type activities capital assets, net $ 3,105,627 $ (89,055) $ 8,265 $ 3,008,307

Depreciation and amortization was charged to governmental and business-type activities, as follows:

Governmental activities:

General government $ 3,621
Public safety 61,317
Physical environment 17,575
Transportation 25,652
Culture and recreation 37,678
Total depreciation expense - governmental activities $ 145,843

Business-type activities:

Utility $ 135,489
Stormwater 3,916
Total depreciation expense - business-type activities $ 139,405
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NOTE4- LONG TERM LIABILITIES

The Town’s long-term liabilities consist of capital leases, notes from direct borrowing, a loan payable,
and accrued compensated absences. The change in long term liabilities is as follows:

Balance Balance Due
October 1, September 30, Within

Governmental Activities: 2019 Additions Deductions 2020 One Year
Capital lease obligations $ 115715 $ 49,143 $ 67,005 §$ 97,853 $ 38,251
Lake County radio loan 96,637 - 9,605 87,032 9,870
Compensated absences 33,224 22,800 22,047 33,977 13,591

Total $ 245576 $ 71,943 $ 98,657 $ 218,862 $ 61,712
Business-Type Activities:
Revenue refunding note * $ 138,016 $ - $ 30,006 $ 108,010 $ 31,517
State revolving loan fund * 1,657,322 - 120,550 1,536,772 105,647
Compensated absences 3,587 1,631 2,132 3,086 1,235

Total $ 1798925 $ 1,631 $ 152,688 $ 1,647,868 $ 138,399

* These notes are considered notes from direct borrowing.

Governmental activities compensated absences will be liquidated in future periods primarily by the
General Fund.

Lake County Equipment Loan

In 2019, the Town entered into an interlocal agreement with Lake County to finance the acquisition of
new police radios in the amount of $105,983 . The loan is payable over ten years with annual payments
of $12,274 at an interest rate of 2.8%. Future debt service payments on the loan are as follows:

Lake County Loan

:Year ending September 30, Principal Interest

2021 $ 9,870 $ 2,404
2022 10,143 2,132
2023 10,423 1,851
2024 10,711 1,563
2025 11,007 1,268
12026 - 2030 34,878 1,944

$ 87,032 $ 11,162

Revenue Refunding Note

The Town issued the Revenue Refunding Note, Series 2013 for $285,000 to refund the Town’s USDA
Water Revenue Bond, Series 1989, originally used to finance certain extensions and improvements
of the Town’s water system. Principal and interest are paid monthly in the amount of $2,997 and the
interest rate is 4.75%.

The Revenue Refunding Note contains remedies for events of default that are dependent upon judicial

actions and may be limited, and may include an interest default rate escalation on the outstanding
balance.
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LONG TERM LIABILITIES (Continued)

State Revolving Loan

The Town entered into an agreement with the Florida Department of Environmental Protection for a
loan of $2,301,053 for planning and construction costs involved in major utility system expansion and
improvements. This is funded through the Clean Water State Revolving Fund (SRF) Loan Program
protected under the Federal Clean Water Act. The interest rates are 2.71% and 2.12% per year for
different segments of the project, and repayment of the loan began after construction was completed.

Under the agreement with the State Revolving Fund, upon occurrence of an event of default, the
Department may provide notice to the Florida Auditor General and Chief Financial Officer regarding
delinquency of debt service payments, and intercept delinquent amounts from unobligated revenue or
tax-sharing funds to the Town. The Department may impose a penalty of 18% annually on the amount
due. Additionally, the Department may accelerate the repayment schedule or increase the financing
rate up to 1.667 times the current rate.

The Town has pledged future water customer revenues, net of specified operating expenses, to repay
the two loans. The loans are payable solely from water customer net revenues and are payable
through 2031. Rate coverage for the SRF loan requires that the pledged revenues equal or exceed
1.15 times the sum of the semiannual loan payments due in the fiscal year. The total principal and
interest to be paid on the Revenue Note is $116,765 and the SRF loan is $1,807,725. Principal and
interest of $162,540 for the SRF and $35,968 for the Revenue Note was paid during the current year.
Pledged net revenues for the water system were approximately $284,810 for the FY20 year.

Future debt service payments on the Revenue Note and SRF Loan are as follows:

Revenue Refunding Note State Revolving Fund Note

Year ending September 30, Principal Interest Principal Interest
2021 $ 31,517 § 4,450 $ 105647 $ 38,841
2022 33,048 2,920 108,387 36,242
2023 34,652 1,316 111,199 33,430
2024 8,793 69 114,085 30,545
2025 - - 117,046 27,583
2026 - 2030 - - 632,435 90,711
2030 - 2034 - - 347,973 13,601

Totals $ 108,010 $ 8,755 $ 1,536,772 $ 270,953

Capital Leases

The Town entered into several equipment lease/purchase agreements to acquire police vehicles,
computers and public works equipment. The equipment’'s cost on a cumulative basis under these
agreements is $155,818. The interest rate for these agreements range from 3.98% - 5.99%. The
equipment leases contain remedies for events of default that may include declaring all unpaid amounts
immediately due, and/or requiring return of all equipment under the agreements. Future minimum
lease payments are as follows:

Capital leases

Year ending September 30, Principal Interest

2021 $ 38,251 $ 4,655
2022 34,881 2,853
2023 24,721 1,172

$ 97,853 § 8,680
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PENSION PLAN

Summary of Significant Accounting Policies

Basis of Accounting. The Plan’s financial statements are prepared using the accrual basis of
accounting. Plan member contributions are recognized in the period in which the contributions are
due. Employer contributions to each plan are recognized when due and the employer has made
a formal commitment to provide the contributions. Benefits and refunds are recognized when due
and payable in accordance with the terms of the plan.

Method Used to Value Investments. Investments are reported at fair value. Short-term investments
are reported at cost, which approximates fair value. Securities traded on a national or international
exchange are valued at the last reported sales price at current exchange rates. Investments that
do not have an established market are reported at estimated fair value.

Plan Description

Plan Administration. The Town sponsors a public employee retirement system (the “System”)
administered by the Town Pension Board of Trustees. The System administers the Police Officers’
Retirement Plan (the “Plan”), an employee contributory single-employer defined benefit pension
plan. Members of the plan include all sworn police officers, The Plan is maintained as a Pension
Trust Fund and reported as a fiduciary fund of the Town. The Council has the authority to establish
and amend plan benefits. The Town does not issue a stand-alone financial report for the Plan;
however, more information on the plan can be found in this section.

Plan Membership as of October 1, 2018

Active employees 7
Inactive employees receiving benefits 3
Total 10

Benefits Provided

Officers attaining the age of 55 who have completed 10 or more years of creditable service or
attaining the age of 52 who have completed 25 years of creditable service are entitled to monthly
benefits of 3 percent of their average final compensation times years of credited service. The plan
permits early retirement at the completion of 10 years of contributing service and attaining the age
of 50. Active officers who retire disabled with disability that occurs in the line of duty and have 10
years of credited and contributing service shall receive the greater of 42 percent of average financial
compensation or the accrued benefit actuarially reduced. Disability benefits are paid for 10 years
certain and life or until recovery from disability. If a non-vested active officer dies before retirement
eligibility, his or her beneficiary receives a refund of the officer’s contributions to the Plan. If the
officer dies prior to retirement but has at least 10 years of contributing service, his or her beneficiary
is entitled to either early or normal retirement benefits.

Contributions

The contribution requirements of plan members and the Town are established and approved by
the Town Council in accordance with applicable State statute. In addition, State contributions are
also made to the Plan on behalf of the Town.
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NOTES5- PENSION PLANS (Continued)
Plan Description (Continued)
For the year ended September 30, 2020, the active employee contribution rate was 5.0% of
pensionable earnings. The Town’s contribution rate, actuarially determined, was 14.02% of
pensionable earnings, and the State’s contribution rate was 3.58%.
Net Pension Liability (Asset) and Actuarial Assumptions
Actuarial Assumptions. The total pension liability (asset) was determined by an actuarial valuation

as of October 1, 2018 updated to September 30, 2020 using the following actuarial assumptions
applied to all measurement periods.

Inflation 2.9%

Salary increases 4.0%

Cost-of-living increases None assumed

Investment rate of return 7.0% net of pension plan inv expense, including inflation

Mortality rates were based on sex-distinct rates set forth in the RP-2000 Blue Collar Mortality Table
with full generational improvements in mortality using Scale BB. There is no automatic cost of living
adjustment.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighing the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Expected

Target Long-term

Investment category Allocation  Real Return
Core bonds 15% 1.60%
Core plus 15% 2.10%
U.S. large cap equity 34% 4.60%
U.S. small cap equity 11% 5.50%
Non-U.S. equity 15% 6.70%
Core real estate 10% 5.00%
Total or weighted arithmetic average 100% 4.23%
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PENSION PLANS (Continued)
Net Pension Liability (Asset) and Actuarial Assumptions (Continued)

Discount Rate Sensitivity Analysis

The discount rate used to measure the total pension liability was 7.00%. The projection of cash
flows used to determine the discount rate assumed that employee contributions will be made at
the current contribution rate and the Town and State contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the employee rate. Based
on those assumptions, the pension plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current active and inactive employees. Therefore,
the long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.

The following table presents the sensitivity of the net pension liability (asset) to changes in the
discount rate.

Current
1% Discount 1%
Decrease Rate Increase
(6.00%) (7.00%) (8.00%)
Net pension liability (asset) $ 18,177 $(185,777) $(357,127)

For the year ended September 30, 2020, the annual money-weighted rate of return on pension
plan investments, net of pension plan investment expense, was 6.06%. The money-weighted rate
of return expresses investment performance, net of investment expense, adjusted for the changing
amounts actually invested.

Net Pension Liability (Asset), Deferred Outflows/Deferred Inflows of Resources, and Pension
Expense

The following table presents the change in net pension liability (asset) of the Town's Plan as of the
measurement date of September 30, 2020.

Total Plan
Pension Fiduciary Net Pension
Liability Net Position Liability
Balances as of October 1, 2019 $1,590,767 $(1,775,207) $ (184,440)
Changes for the year:
Service cost 79,129 - 79,129
Expected interest growth 115,070 (125,067) (9,997)
Unexpected investment income - 5,841 5,841

Demographic experience - - -
Employer contributions (81,736) (81,736)

Employee contributions - (15,147) (15,147)
Benefit payments and refunds (52,990) 64,734 11,744
Administrative expenses - 8,829 8,829
Balances as of September 30, 2020 $1,731,976 $(1,917,753) $ (185,777)
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NOTES5- PENSION PLANS (Continued)

For the year ended September 30, 2020, the Town recognized pension expense of $94,555 related to
the Plan.

At September 30, 2020, the Town reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows  Deferred Inflows

of Resources of Resources
Differences between projected and actual earnings on pension plan investments  $ 1,157 $ -
Differences between expected and actual experience 97,730 236,357
Changes to assumptions 118,203 -
Total $ 217,090 $ 236,357

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ending September 30, Net

2021 $ 22,820
2022 39,314
2023 26,745
2024 (32,932)
2025 (32,989)
Thereafter (42,225)
Total $ (19,267)

NOTE 6 - DEFERRED COMPENSATION PLAN

For employees who do not qualify for the Police Pension Plan, the Town offers a deferred
compensation plan created in accordance with Section 457, Internal Revenue Code. During the year
ended September 30, 2020, employer contributions of $3,001 were made to the 457 plan.

GASB Statement No. 32 eliminates the requirement that the Town report the assets of Internal
Revenue Code, Section 457, plans on the statement of net position.

NOTE7 - RISK MANAGEMENT

The Town is exposed to various risks of loss related to general liability, workers’ compensation, public
liability, law enforcement liability, health benefits, property damage, and errors and omissions. To
manage its risks, the Town purchases insurance coverage. The Town’s settled claims have not
exceeded coverage in any of the past three fiscal years.
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CONTINGENCIES
Litigation

The Town is sometimes a party to lawsuits and claims arising out of the normal conduct of its activities.
While the results of lawsuits or other proceedings against the Town cannot be predicted with certainty,
management does not expect that these matters will have a material adverse effect on the financial
condition of the Town.

Grants

The Town receives financial assistance from federal, state, and local agencies in the form of operating
and capital grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements, and are subject to audit by
the grantor agencies. Disallowed claims, if any, resulting from such audits, may become liabilities of
the Town. However, in the opinion of management, disallowed claims, if any, will not have a material
effect on the Town'’s financial statements.

Contingency - COVID-19

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-
19) pandemic. The pandemic is affecting communities and business operations, as well as the US
economy. The Town expects to continue to experience losses of various local and state shared
revenues and declines in user fees. Federal financial assistance for state and local governments is
expected to help offset some of these effects; however, it is not currently known how much the Town
will be eligible to receive. The full extent to which the pandemic will impact the Town is uncertain at
this time and will depend on new information that may emerge concerning action to contain and treat
COVID-19 and the economic impact of that action.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS
The General Fund and Impact Fees Fund both had an excess of expenditures over final budgeted

appropriations of $144,127 and $22,082, respectively, primarily for yearend recording of capital
acquisitions. There was sufficient residual fund balance in each fund to cover the excesses.

FUTURE ACCOUNTING PRONOUNCEMENTS
The Governmental Accounting Standards Board has issued statements that will become effective in

2021. One statement addresses Fiduciary Activities and will have some impact on the Town’s future
financial reporting.
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REQUIRED SUPPLEMENTARY INFORMATION

Budgetary Comparison Schedules (GAAP BASIS):
e General Fund

e Major Special Revenue Funds:
o Impact Fees Fund

City Retirement Plan Schedules and Notes:
e Schedule of Changes in Net Pension Liability and Related Ratios

e Schedule of Actuarially Determined Contributions
e Money-weighted Rate of Return
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Town of Howey-in-the-Hills, Florida
Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual - General Fund

Year ended September 30, 2020

Revenues
Taxes
Permits, fees and special assessments
Intergovernmental
Charges for services
Judgments, fines and forfeits
Miscellaneous
Total revenues

Expenditures

Current:
General government
Public safety
Physical environment
Transportation
Culture and recreation

Debt service:
Principal retirement
Interest
Total expenditures

Excess of revenues over (under) expenditures

Other financing sources (uses)
Capital lease and loan

Net change in fund balances

Fund balances - beginning of year

Fund balances - end of year

Variance

Budgeted Amounts Actual With Final

Original Final Amounts Budget
$ 1,169,433 $ 1,223,033 $ 1,255,793 § 32,760
221,713 300,043 305,823 5,780
212,846 542,289 708,398 166,109
62,743 80,006 89,148 9,142
10,720 11,642 7,874 (3,768)
18,268 35,395 6,507 (28,888)
1,695,723 2,192,408 2,373,543 181,135
471,343 519,271 549,918 (30,647)
741,985 692,467 719,928 (27,461)
170,551 252,535 203,963 48,572
108,627 297,917 297,109 808
203,217 577,007 635,910 (58,903)
- - 66,431 (66,431)
- - 10,065 (10,065)
1,695,723 2,339,197 2,483,324 (144,127)
- (146,789) (109,781) 325,262
- - 49,143 49,143
- (146,789) (60,638) 374,405
- 146,789 745,706 598,917
$ - $ - $§ 685068 $ 973,322
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Town of Howey-in-the-Hills, Florida
Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual - Impact Fees Fund
Year ended September 30, 2020

Variance
Budgeted Amounts Actual With Final
Original Final Amounts Budget
Revenues
Permits, fees and special assessments $ 107,000 $ 95,650 $ 95,650 $ -
Expenditures
Current:
Culture and recreation - - 22,082 (22,082)
Total expenditures - - 22,082 (22,082)
Excess of revenues over (under) expenditures 107,000 95,650 73,568 22,082
Fund balances - beginning of year - - 826,252 826,252
Fund balances - end of year $ 107,000 $ 95650 $ 899,820 $ 848,334
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Town of Howey-in-the-Hills, Florida
Notes to the Budgetary Schedules
Year ended September 30, 2020

The Town'’s procedures in establishing the budgetary data reflected in the financial statements are generally
as follows:

e In July, the Lake County Property Appraiser notifies the Town as to its tentative property tax assessed
valuation, from which the Town can estimate the property tax resources available and the limitations thereon.

e During August, budget workshops are held to determine proposed expenditures and the means of
financing them. The Council then adopts the proposed property tax millage rate and sets the date, time and
place of the first public hearing.

e A public hearing on the tentative budget is held. Within fifteen (15) days of the first public hearing, the
Town advertises its intention to finalize its budget and millage rate, and a date, time, and place for a public
hearing. The second public hearing is convened several days after the final advertisement, at which time the
final budget and millage are adopted.

o  Appropriations lapse at year-end.
e The fund is the legal level of control.
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Town of Howey-in-the-Hills, Florida
Schedule of Changes in Net Pension Liability and Related Ratios
Police Officers' Plan
Last 10 Fiscal Years

2020 2019 2018 2017 2016 2015
Total pension liability
Service cost $ 79,129 $ 79,129 $ 61,873 $ 61,873 $ 43,667 $ 9,782
Interest 115,070 123,888 114,769 107,490 70,706 86,408
Differences between expected and actual experience - (273,146) (24,948) (32,313) 200,034 81,475
Benefit payments, including refunds of employee contributions (52,990) (52,946) (54,670) (79,800) (77,149) (138,134)
Assumption changes - - - 48,246 264,972 -
Net change in total pension liability 141,209 (123,075) 97,024 105,496 502,230 39,531
Total pension liability - beginning of year 1,590,767 1,713,842 1,616,818 1,511,322 1,009,092 969,561
Total pension liability - end of year $ 1,731,976 $ 1,590,767 $ 1,713,842 $ 1,616,818 $ 1,511,322 $ 1,009,092
Plan fiduciary net position
Contributions - employer $ 81,736 $ 106,904 $ 97,179 $ 81,225 $ 82,122 $ 65,002
Contributions - employee 15,147 16,698 14,544 13,006 12,605 10,401
Net investment income 119,226 90,347 110,663 173,224 95,228 4,532
Benefit payments, including refunds of employee contributions (64,734) (52,946) (54,670) (79,800) (77,149) (138,134)
Administrative expense (8,829) (16,400) (7,081) (13,899) (5,549) (12,076)
Net change in plan fiduciary net position 142,546 144,603 160,635 173,756 107,257 (70,275)
Plan fiduciary net position - beginning of year 1,775,207 1,630,604 1,469,969 1,296,213 1,188,956 1,259,231
Plan fiduciary net position - end of year $ 1,917,753 $ 1,775,207 $ 1,630,604 $ 1,469,969 $ 1,296,213 $ 1,188,956
Net pension liability (asset) - end of year $  (185,777) $  (184,440) $ 83,238 $ 146,849 $ 215109 $  (179,864)
Plan fiduciary net position as a percentage of the total pension
liability 110.73% 111.59% 95.14% 90.92% 85.77% 117.82%
Covered-employee payroll $ 330473 $ 330473 $ 265,367 $ 265,367 $ 220,740 $ 220,740
Net pension liability (asset) as a percentage of covered-
employee payroll -56.22% -55.81% 31.37% 55.34% 97.45% -81.48%

Notes to Schedule:

This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is compiled, information for those years for which
it is available will be presented.
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Town of Howey-in-the-Hills, Florida
Schedule of Employer Contributions
Police Officers’ Plan
Last 10 Fiscal Years

2020 2019 2018 2017 2016 2015
Actuarially determined contribution $ 53355 $ 58777 $ 100,555 $ 89,926 $ 77,216 $ 57,831
Contributions in relation to the actuarially determined contribution 81,736 106,904 97,179 81,225 82,122 65,002
Contribution deficiency (excess) $ (28,381) $ (48,127) $ 3,376 $ 8,701 $ (4,906) $ (7,171)
Covered-employee payroll $ 330,473 $ 330,473 $ 265,367 $ 265,367 $ 220,740 $ 220,740
Contributions as a percentage of covered-employee payroll 24.73% 32.35% 36.62% 30.61% 37.20% 29.45%
Notes to Schedule:
Valuation date: Actuarially determined contribution rates are calculated as of October 1 of each fiscal year in which contributions are reported.
Methods and assumptions used to determine contribution rates:
Actuarial cost method Aggregate
Amortization method Level dollar, open
Remaining amortization period 30 years
Asset valuation method Market value
Discount rate 7%
Salary increases 4%
Retirement age Retirement is assummed to occur at the rate of 5% at ages 50 through 54 and 10% at age after 54 if eligible for early retirement. 100%

retirement is assumed at age 58 with at least 13 years of service or at age 55 with at least 28 years of service.

Mortality Sex-distinct rates set forth in the RP-2000 Mortality Table, using scale BB

This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is compiled, information for those years for which

it is available will be presented.
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Town of Howey-in-the-Hills, Florida
Schedule of Investment Returns
Police Officers' Plan
Last 10 Fiscal Years

2020 2019 2018 2017 2016 2015

Annual money-weighted rate of return, 6.06% 4.82% 7.64% 7.04% 8.18% 0.37%
net of investment expense

Notes to Schedule:

This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is
compiled, information for those years for which it is available will be presented.
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OTHER SUPPLEMENTAL INFORMATION

Non-Major Governmental Funds:
Combining Financial Statements for All Non-major
Governmental Funds
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Assets
Cash and equivalents

Due from other governments

Total assets

Liabilities
Accounts payable

Fund balances
Restricted:
Public safety
Physical environment
Total fund balances

Total liabilities and fund balances

Town of Howey-in-the-Hills, Florida
Combining Balance Sheet

Nonmajor Governmental Funds

September 30, 2020

Special Total
Law Law Nonmajor
Enforcement Police Enforcement Govern-
Trust Automation Trust Tree mental
Fund Fund Fund Fund Funds
$ 4,995 62 $ 2434 $ 1,565 9,056
$ 4,995 62 $ 2434 §$ 1,565 9,056
$ - -5 -5 - -
4,995 62 2,434 - 7,491
- - - 1,565 1,565
4,995 62 2,434 1,565 9,056
$ 4,995 62 $ 2434 $ 1,565 9,056
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Town of Howey-in-the-Hills, Florida
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
Year ended September 30, 2020

Special Total
Law Law Nonmajor
Enforcement Police Enforcement Govern-
Trust Automation Trust Tree mental
Fund Fund Fund Fund Funds
Revenues
Judgments, fines and forfeits $ 747 % - $ - $ - 747
Total revenues 747 - - - 747
Expenditures
Current:

Public safety - - - - -
Excess of revenues over (under) expenditures 747 - - - 747
Fund balances - beginning of year 4,248 62 2,434 1,565 8,309
Fund balances - end of year $ 4995 $ 62 $ 2,434 $ 1,565 9,056
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COMPLIANCE SECTION
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Town Council
Town of Howey-in-the-Hills, Florida

We have audited, in accordance with the 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, the business-type activities, each major fund, and the aggregate remaining fund information of
the Town of Howey-in-the-Hills, Florida (the “Town™), as of and for the year ended September 30, 2020,
and the related notes to the financial statements, which collectively comprise the Town’s basic financial
statements and have issued our report thereon dated May 15, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town’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 opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Town’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Town’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 entity’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.
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Town of Howey-in-the-Hills, Florida
Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free from
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 no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

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 Town’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 Town’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

AMAAA,M el S Mcﬂ-o/ f‘) LL— C_
Binney Accounting and Assurance Services, PLLC

Clermont, Florida
May 15,2021

52




(Binne
gj Accounting & y
Assurance Services, PLLC

4327 South Hwy 27, Ste 331, Clermont, FL 34711 phone 407-924-5195

INDEPENDENT AUDITORS’ MANAGEMENT LETTER

To the Honorable Mayor and Town Council
Town of Howey-in-the-Hills, Florida

Report on Financial Statements

We have audited the financial statements of the Town of Howey-in-the-Hills, Florida (the “Town™) as of and
for the fiscal year ended September 30, 2020, and have issued our report thereon dated May 15, 2021. That
report should be considered in conjunction with this management letter.

Auditors’ Responsibility

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 and Chapter 10.550, Rules of the Auditor General, which govern
the conduct of local government entity audits performed in the State of Florida and require that certain items be
addressed in this letter..

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards; Independent Accountant’s Report on an examination conducted in accordance
with 4ICPA 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 May 15, 2021,
should be considered in conjunction with this management letter.

Prior Audit Findings

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

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 official title and legal authority of the Town
is disclosed in the notes to the financial statements.

Financial Condition and Management

Section 10.554(1)(1)S.a, and 10.556(7) Rules of the Auditor General, require that we apply appropriate
procedures and communicate the results of our determination as to whether or not the Town has met one or more
of the conditions described in Section 218.503(1), Florida Statutes, and identify the specific condition(s) met.
In connection with our audit, we determined that the Town did not meet any of the conditions described in
Section 218.503(1), Florida Statutes.

Pursuant to sections 10.554(1)(i)53.b. and 10.556(8), Rules of the Auditor General, we applied financial condition
assessment procedures for the Town. It is management’s responsibility to monitor the Town'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.
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Town of Howey-in-the-Hills, Florida

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

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 which warrants the attention of those charged with
governance. In connection with our audit, we did not have 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 Mayor and Town Council and applicable management and is not intended to be
and should not be used by anyone other than these specified parties.

3 (/n/né'a Ac uuﬁdf? g‘,w,/'(

A cswaten  Semess” PLLC

Binney Accounting and Assurance Services, PLLC
Clermont, Florida
May 15, 2021
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE
WITH SECTION 218.45, FLORIDA STATUTES

To the Honorable Mayor and Town Council
Town of Howey-in-the-Hills, Florida

We have examined the Town of Howey-in-the-Hills, Florida’s (the “Town™) compliance with the
requirements of Section 218.415, Florida Statutes, Local Government Investment Policies during
the fiscal year ended September 30, 2020. Management of the Town is responsible for the Town’s
compliance with those requirements. Our responsibility is to express an opinion on the Town’s
compliance 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 whether the Town complied, in all
material respects, with the specified requirements referenced above. An examination involves
performing procedures to obtain evidence about whether the Town complied with the specified
requirements. The nature, timing, and extent of the procedures selected depend on our judgement,
including an assessment of the risks of material noncompliance, whether due to fraud or error. We
believe that our examination provides a reasonable basis for our opinion.

Our examination does not provide a legal determination of the Town’s compliance with the
specified requirements.

In our opinion, the Town complied, in all material respects, with the aforementioned requirements
for the fiscal year ended September 30, 2020.

This report is intended solely for the information and use of the Town and the Auditor General,
State of Florida, and is not intended to be and should not be used by anyone other than those
specified parties.

5(/’ ACCM@%W(
‘AWL wn @ St/u.%o@j PLi-C

Binney Accounting and Assurance Services, PLLC
Clermont, Florida
May 15, 2021
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