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INDEPENDENT AUDITOR’S REPORT
The Honorable Mayor and Members of the City Council, City of Laurel Hill, Florida

Report on the Financial Statements

I have audited the accompanying financial statements of the governmental activities, and the business-type
activities, of the City of Laurel Hill, Florida as of, and for the year ended, September 30, 2021, and the
related notes to the financial statements, which collectively comprise the City of Laurel Hill’s basic financial
statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

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

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. | conducted my
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that | 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 judgement, 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, | express no such opinion. An audit also includes

evaluating the appropriateness of the accounting policies used and the reasonahlenass of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

| believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis for my
audit opinion.




Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, and the business-type activities, of the City of
Laurel Hill, Florida, as of September 30, 2021, and the respective changes in financial position, and where
applicable, cash flows thereof for the year 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 and budgetary comparison information 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. | 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 my inquiries, the basic financial statements, and other
knowledge 1 obtained during my audit of the basic financial statements. |1 do not express an opinicn or
provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance,

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Laurel Hill's basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, and statistical section, are presented for puposes of
additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a required part
of the basic financial statements.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued a report dated

June 24, 2022 on my consideration of the City of Laurel Hill's internal control over financial reporting and
on my 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 my testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the City of Laurel Hill's internal control over financial reporting on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City of Laurel Hill's internal control over financial reporting and compliance.

W{Mﬁa

Edward Chapman, CPA
Springville, Alabama
June 24, 2022



CITY OF LAUREL HILL, FLORIDA
Management Discussion and Analysis
{Unaudited)

This discussion and analysis of the City of Laurel Hill’s financial statements is designed to introduce
the basic financial statements and provide an analytical overview of the city’s financial activities
for the fiscal year ended September 30, 2021. The basic financial statements are comprised of the
government-wide financial statements, governmental fund financial statements, proprietary fund
financial statements, and footnotes.

City Highlights

Fiscal year 2021: At the close of the fiscal year, the city had $1,379,269 of cash in banks. The city’s
assets exceeded its liabilities by $3,241,204. General Fund revenues are $534,303 compared to
the prior year $363,040, and most of the increase consists of $157,018 American Rescue Plan Act
grant and $10,000 Technical Assistance grant. General Fund operating expenditures (excluding
capital outlay) increased $10,248. Water and garbage operating revenues increased $7,172.
Water and garbage expenses decreased $17,160 primarily due to less repairs. The Water and
garbage fund reported a net profit of $15,885 compared to prior year profit of $124,653, but the
prior year profit included a $130,844 Northwest Florida Water Management District grant.

Government-wide Financial Statements

Government-wide financial statements (statement of net position and statement of activities) are
intended to assess the city’s operational accountability. Operational accountability is defined as
the extent to which the city government has met its operating objectives efficiently and
effectively, using all resources available for the purpose, and whether it can continue to meet its
objectives for the foreseeable future. Government-wide financial statements concentrate on the
city as a whole and do not emphasize fund types.

The Statement of Net Position presents information on all city assets and [iabilities, with the
difference between the two reported as net position. The city’s capital assets (property, plant,
and equipment) are included in this statement and are reported net of their accumulated
depreciation.

The Statement of Activities presents revenue and expense information showing how the city’s net
assets changed during the fiscal year. Both statements are measured and reported using the
economic resources measurements focus (revenue and expense) and accrual basis of accounting
(revenues recognized when earned and expense recognized when a liability is incurred).

Governmental Fund Financial Statements

The general fund is the sole governmental fund of the city. All of the city’s basic services are
reported in the general fund, and the focus is on how money flows into and out of this fund and
the balance left at year end that is available for spending. This fund is reported using an
accounting method called modified accrual accounting which measures cash and all other financial
assets that can readily be converted to cash. The general fund’s statements provide a detailed
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short-term view of the city’s general government operations and basic services it provides. This
information helps you determine whether there are more or fewer financial resources that can be
spent in the near future to finance the city’s programs.

Proprietary Fund Financial Statements

When the city charges customers for services it provides, these services are reported in
proprietary funds. Proprietary funds are reported in the same way that all activities are reported
in the Statement of Net Position and the Statement of Activities. The city’s proprietary fund (the
Water Fund) is the same as the business-type activities reported in the government-wide
statements but provides more detail and additional information such as cash flows.

Notes to the Financial Statements

The notes to the financial statements explain in detail some of the data contained in the preceding
statements. These notes are essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Government-Wide Financial Analysis
The government-wide financial statements were designed so that the user could determine if the
city is in better or worse financial condition from year to year.

The following is a condensed summary of net position at September 30, 2021:

Governmental Business Type Total
Activities Activities Activities
2021 2021 2021
Assets:
Current & Other $833,659 $565,647 $1,399,306
Capital Assets 51,490,330 $667,036 $2,157,366
Total Assets 52,323,989 $1,232,683 $3,556,672
Liahilities:
Current $9,112 548,056 §57,168
Non-Current $0 $258,300 $258,300
Total Liabifities 59,112 5306,356 $315,468
Net Assets:
Invested in Capital Assets (Net} $1,490,330 $380,435 51,879,766
Restricted §164,902 $142,800 $307,702
Unrestricted $659,645 $394,091 $1,053,736
Total Net Assets $2,314,877 $926,327 $3,241,204
Total Liahilities and Net Assets $2,323,989 $1,232,683 43,556,672

Fiscal year 2021: The city’s cash balances increased $496,636. General fund cash increased
$447,255 and Water fund cash increased $49,163. The city has cash of $1,379,269, consisting of
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unrestricted cash of $664,737 in General Fund and $402,810 in Water Fund, and restricted cash of
$168,922 in General Fund and $142,800 in Water Fund. The unrestricted cash represents
amounts that are available for spending at the city’s discretion, such as paying down debt,
equipment purchases, or street paving. Restricted Water Fund cash balances include impact fees,
water customer deposits, and debt service reserve funds. Restricted General funds include fire
impact funds, and Evaluation and Appraisal Report (EAR) funds. Current assets, including cash,
increased $340,010. The General Fund has no long-term debt. The Water Fund long term debt
consists of the U.S. Department of Agriculture (USDA) water system loan. The USDA loan principal
balance as of fiscal year end was $277,600.

The following schedule reports the revenues, expenses, and changes in net assets for the city, for
fiscal year ending September 30, 2021:

Governmental Activities Business Type Activities Total Activities
2021 2021 2021

Revenues:
Program Revenues:
Charges for Services 50 $344,772 5344,772
Grants revenue $167,018 S0 $167,018
General Revenues:
Ad Valorem Taxes $64,644 50 564,644
Other Taxes $113,251 S0 5113,251
Intergovernmental $159,386 S0 5159,386
Fines & Forfeitures $329 S0 $329
Interest Income $467 $705 $1,172
Miscellaneous $29,209 S0 $29,209
Total Revenues $534,303 $345,478 $879,781
Expenses:
General Government $276,658 S0 $276,658
Public Safety $3,548 1] 53,548
Streets 513,750 . S0 $13,750
Culture and Recreation 5474 S0 $474
Water and Garbage $0 $329,593 $329,593
Total Expenses $294,431 $329,593 $624,023
Net Assets:
Increase {Decreasa) in Net Assets $239,873 515,885 $255,758
Net Assets October 1 $2,075,004 $910,442 $2,985,446
Net Assets September 30 $2,314,877 $926,327 $3,241,204




Capital Assets

Non-depreciable capital assets include land and construction in progress. Depreciable assets
include buildings, improvements, equipment, furniture, and vehicles. The following is a schedule
of the City’s capital assets as of September 30, 2021:

Governmental Activities Business Type Activities Total Activities
2021 2021 2021

CAPITAL ASSETS:
Land $69,897 54,700 $74,597
Total Capital Assets not being depreciated $69,897 $4,700 $74,597
Buildings $994,954 S0 $994,954
Improvements other than buildings $100,562 $2,190,937 $2,291,499
Machinery and Equipment $419,895 $130,043 $549,938
Infrastructure $1,148,977 50 $1,148,977
Total Capital Assets being depreciated 52,664,388 $2,320,980 $4,985,368
Total Cost of Capital Assets 52,734,285 $2,325,680 $5,059,965
LESS ACCUMULATED DEPRECIATION
Buildings (5417,422) S0 {$417,422)
Improvements other than buildings ($57,037) (61,545,838} ($1,602,875)
Machinery and Equipment (5358,222) {5112,806) ($471,028)
Infrastructure (5411,274) 50 {$411,274)
Total Accumulated Depreciation (51,243,955} {$1,658,644) (52,902,599}
CAPITAL ASSETS [NET OF ACCUMULATED
DEPRECIATION) $1,490,330 5667,036 $2,157,366

Debt Administration

Fiscal year 2021:

At fiscal year ending September 30, 2021 the city had an outstanding loan payable to U.S.
Department of Agriculture (USDA) totaling $277,600 {with interest at 5.25%) after paying $18,300
of principal during the fiscal year.

Contacting the City’s Financial Management

This report has been created to provide our citizens, taxpayers, customers and creditors a general
overview for all those with an interest in the city’s finances. If you have questions about this
report, or need additional financial information, contact the City Clerk’s office at

8209 Highway 85 North, Laurel Hill, Florida 32567.



CITY OF LAUREL HILL, FLORIDA
STATEMENT OF NET POSITION
SEPTEMBER 30, 2021

Assets

Current assets:
Cash Unrestricted
Receivables, net
Restricted assets:
Cash

Total Current Assets

Noncurrent assets:

Capital assets, net of depreciation:
Land

Buildings and improvemeants

Improvements other than buildings
Machinery and equipment

Infrastructure

Total capital assets, net

Total noncurrent assets

Total Assets

Governmental Business-Type Total
Activities Activities Activitias
$664,737 $402,810 51,067,547

$0 $20,037 520,037
$168,922 $142,800 $311,722
$833,659 $565,647 $1,399,306

569,897 $4,700 $74,597
$577,532 S0 $577,532
$43,525 $645,099 5688,623
$61,673 517,237 $78,910
$737,703 S0 $737,703
$1,490,330 $667,036 $2,157,366
$1,490,330 $667,036 $2,157,366
$2,323,989 51,232,683 $3,556,672

The notes to the financial statements are an integral part of this statement

(continued on next page)



CITY OF LAUREL HILL, FLORIDA

STATEMENT OF NET POSITION (CONTINUED)

SEPTEMBER 30, 2021

LIABILITIES
Current liabilities:

Accrued liabilities

Liabilities payable from restricted assets
Current portion of revenue bonds
Customer Deposits

Accrued interest

Tota! Current Liabilities

Noncurrent liabilities:
Revenue bonds payable
Total noncurrent liabilities
TOTAL LIABILITIES

Net Position

Investment in capital assets, net of related debt
Restricted for half cent improvements
Restricted for revenue bond retirement
Restricted for impact fees

Restricted for EAR

Restricted for operations

Restricted for fire department
Restricted for customer deposits
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES & NET POSITION

Governmental Business-Type Total
Activities Activities Activities
$9,111.99 $0.00 $9,111.99
S0 $19,300 $19,300

50 527,598 527,598

S0 $1,158 $1,158

$9,112 $48,056 $57,168

S0 $258,300 $258,300

S0 $258,300 $258,300

59,112 $306,356 $315,468
$1,490,330 $389,436 $1,879,766
$147,685 $0 $147,685
50 $35,311 535,311

59,368 $65,348 $74,716
$8,020 $0 $8,020

S0 $14,544 $14,544

$3,848 S0 $3,848

$0 $27,598 $27,598
$655,625 $394,001 $1,049,716
$2,314,877 $926,327 $3,241,204
$2,323,988 $1,232,683 53,556,672

The notes to the financial statements are an integral part of this statement
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CITY OF LAUREL HILL, FLORIDA
STATEMENT OF ACTIVITIES
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

Revenues:
Functions/Programs Operating Capital Net
Charges Grants & Grants & {Expense}/
Expenses for Services Misc  Contributions  Contributions Revenue
General government activities:
General government $276,658 50 $0 $0 $0 {5276,658)
Public safety $3,548 S0 S0 S0 S0 {$3,548)
Streets $13,750 S0 S0 S0 S0 ($13,750)
Culture and Recreation $474 $0 $0 50 $0 {5474)
Total governmental activities $294,431 S0 S0 SO 50 {6294,431)
Business-type activities:
Capital Grants
Water Expenses $329,593 $345,478 50 $0 S0 $15,885
Total business-type activities $329,593 $345,478 S0 S0 S0 515,885
Total $624,023 $345,478 S0 $0 S0 ($278,545)

The notes to the financtal statements are an integral part of this statement

(continued on next page)
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CITY OF LAUREL HILL, FLORIDA
STATEMENT OF ACTIVITIES (CONTINUED)
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

Governmental Business-type Total

Changes in Net Assets: Activities Activities Activities

Net (expense) revenue ($294,431) $15,885 (5278,545)
General revenues:

Ad-valorem Taxes 564,644 S0 $64,644
Alcoholic License tax 5734 $0 $734
American Rescue Plan Act grant $157,018 $0 $157,018
Communication Tax $6,762 50 $6,762
Electric franchise & Utility Taxes $47,362 S0 547,362
Fire Public Safety Facilities Fee $1,694 $0 $1,694
Interest earnings 5467 S0 $467
Local Government 1/2 cent tax $66,397 s0 $66,397
Local Option Fuel Tax 542,276 s0 542,276
Mobile Home Licenses %973 S0 $973
Occupational & Bus Tax $1,059 s0 $1,059
Okaloosa 1/2 cent tax 563,136 $0 $63,136
Rents (Elite) 518,631 $0 $18,631
State Mowing Contract $9,693 50 $9,693
State Revenue Sharing 532,550 S0 $32,550
Technical Assistance (TA} Grant $10,000 S0 510,000
Traffic Court Fines $329 50 $329
Miscellaneous $10,578 S0 $10,578
Total general revenues $534,303 $0 $534,303
Changes in net position: $239,873 $15,885 $255,758
Net Position - beginning $2,075,004 $910,442 $2,985,446
Net Position - ending $2,314,877 $926,327 53,241,204

The notes to the financial statements are an integral part of this statement
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CITY OF LAUREL HILL, FLORIDA

BALANCE SHEET - GOVERNMENTAL FUND
September 30, 2021

ASSETS:
Cash, restricted
Cash, Unrestricted

Accounts Receivable

TOTAL ASSETS

LIABILITIES AND FUND BALANCE:
Liabilities:

Payroll Taxes Payable

Accounts Payable

Tota! liabilities

Fund balance:
* Restricted
Un-Assigned

Total fund balance

TOTAL LIABILITIES AND FUND BALANCE

RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET TO THE

STATEMENT OF NET POSITION

Fund balance - governmental fund

Amounts reported for governmental activities in the Statement of Net Position are different because:

Capital assets in governmental activities are not reported on this statement

NET POSITION OF GOVERNMENTAL ACTIVITIES PER STATEMENT OF NET POSITION

The notes to the financial statements are an integral part of this statement
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General Fund

$168,922
$664,737
50

$833,659

51,985
57,127
59,112

$168,922

5655,625
$824,547

$833,659

$824,547

$1,490,330
52,314,877



CITY OF LAUREL HILL, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
NET POSITION - GOVERNMENTAL FUNDS

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

REVENUES:

Ad-valorem Taxes

Alcoholic License tax

American Rescue Plan Act grant
Communication Tax

Electric franchise & Utility Taxes
Fire Public Safety Facilities Fee
Interest earnings

Local Government 1/2 cent tax
Local Option Fuel Tax

Mobile Home Licenses
Occupational & Business Tax
Okaloosa 1/2 cent tax

Rents {Elite)

State Mowing Contract

State Revenue Sharing
Technical Assistance {TA) grant
Traffic Court Fines

Insurance claim

Miscellaneous

Total Revenues

EXPENDITURES:

General Government (excludes Depreciation)

Pubilic Safety

Streets

Culture and Recreation

Total Expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SQURCES (USES):
None

Total other financing sources {uses)
NET CHANGE IN FUND BALANCE
Net Position at beginning of year
NET POSITION AT END OF YEAR

The notes to the financial statements are an integral part of this statement.
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General Fund

$64,644
$734
$157,018
$6,762
$47,362
$1,694
$467
$66,397
$42,276
$973
$1,059
$63,136
$18,631
$9,693
$32,550
$10,000
$329
$9,234
51,344

$534,303

$220,361
$3,548
513,750
$474

$238,134

$296,169

50

$0

$296,169
$151,479

$447,648




CITY OF LAUREL HILL, FLORIDA

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN NET POSITION OF GOVERNMENTAL FUND TO THE

STATEMENT OF ACTIVITIES

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

Excess Revenues over Expenditures

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

Governmental fund reports capital outlay as expenditures
while governmental activities report depreciation expense

to allocate capital outlay expenditures over the life of the assets:

Plus Capital assets purchases capitalized
Minus Depreciation expense
Subtotal

Repayment of debt principal is an expenditure in the
governmental fund, but the repayment reduces long-
term liabilities in the Statement of Net Position:

Note principal payments

CHANGE IN NET POSITION OF STATEMENT OF ACTIVITIES

The notes to the financial statements are an integral part of this statement.
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516,640

(672,937)

($56,297)

s0

$239,873



CITY OF LAUREL HILL, FLORIDA

GENERAL FUND STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

REVENUES:

Ad-valorem Taxes

Alcoholic License tax

American Rescue Plan Act grant
Communication Tax

Electric franchise & Utility Taxes
Fire Public Safety Facilities Fee
Interest earnings

Local Government 1/2 cent tax
Local Option Fuel Tax

Mohbile Home Licenses
Occupational & Business Tax
Okaloosa 1/2 cent tax

Rents (Elite)

State Mowing Contract

State Revenue Sharing
Technical Assistance (TA) grant
Traffic Court Fines

Insurance claim

Miscellaneous

Total Revenues

EXPENDITURES:

General Government (excludes Depreciation)
Public Safety

Streets

Culture and Recreation

Total Expenditures

Excess (deficiency) of revenues

over (under) expenditures

The notes to the financial statements are an integral part of this statement.
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Budgeted Actual
Amounts Amounts
$62,000 $64,644
$600 $734

$0 $157,018
$5,500 $6,762
$44,000 $47,362
$400 51,694
$2,000 $467
$48,000 $66,397
$39,000 $42,276
$700 $973
$950 51,059
$48,000 $63,136
$19,900 418,631
$9,693 $9,693
$33,500 $32,550
$0 $10,000

$200 $329

S0 $9,234
$1,000 $1,344
5315,443 $534,303
$218,443 $220,361
$15,100 63,548
$79,900 $13,750
$2,000 5474
$315,442 $238,134
$0 $296,169




CITY OF LAUREL HILL, FLORIDA
BALANCE SHEET - PROPRIETARY FUND
SEPTEMBER 30, 2021

Business-type Activities - Enterprise Funds - Water Fund

ASSETS:

Current Assets:

Cash, Unrestricted S 402,810
Accounts Receivable 20,037
Total Unrestricted assets 422,847
Restricted Assets:

Cash, Customer Deposits 42,141
Cash, Impact Fees 65,348
Cash, Sinking and reserve funds 35,311
Total restricted assets 142,800
Total current assets 565,647
Capital assets:

Land 4,700
Improvements other than buildings 2,190,936
Machinery and equipment 130,043
Less accumulated depreciation (1,658,644}
Total capital assets (net of depreciation) 667,036
TOTAL ASSETS $1,232,683

LIABILITIES AND NET POSITION:

Liabilities:

Accounts payable S -
Revenue bonds payable (current) 19,300
Accrued payables -
Accrued Interest 1,158
Customer Deposits 27,598
Total current liabilities 43,056
Noncurrent liabilities

Revenue bonds payable {noncurrent) 258,300
Total noncurrent liabilities 258,300
TOTAL LIABILITIES 306,356
Net Position:

Invested in capital assets, net of related debt 389,436
Restricted for revenue bond retirement 35,311
Restricted for impact fees 65,348
Restricted for operations 14,544
Restricted for customer deposits 27,598
Unrestricted 394,091
TOTAL NET POSITION 926,327
TOTAL LIABILITIES AND NET POSITION $1,232,683

The notes to the financial statements are an integral part of this statemant
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CITY OF LAUREL HILL, FLORIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN NET POSITION - PROPRIETARY FUND

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

Business-type Activities - Enterprise Funds - Water Fund

Operating revenues:
Charges for services

Operating expenses:

Personal services

Materials and supplies

Repairs and maintenance
Utilities

Other operating expenses
Depreciation and amaortization

Total operating expenses

OPERATING INCOME (LOSS)

Non-operating revenues (expenses)
Grant

Interest income

Interest expense

Total Non-gperating revenues {expenses)

INCOME (LOSS) AND CHANGE IN NET POSITION

Net Position at beginning of year
NET POSITION AT END OF YEAR

The notes to the financial statements are an integral part of this statement.
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$344,772

$142,408
$9,364
548,354
$14,907
$28,533
$70,568

$314,134

530,638

S0
$705
(515,458)

(514,753)

$15,885

$910,442

$926,327




CITY OF LAUREL HILL, FLORIDA

PROPRIETARY FUND: STATEMENT OF REVENUES AND EXPENSES
BUDGET AND ACTUAL

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

Business-type Activities - Enterprise Funds - Water Fund

Budget Actual
Operating revenues:
Charges for services $257,825 $344,772
Operating expenses:
Personal services $97,265 $142,408
Materials and supplies $12,500 59,364
Repairs and maintenance $44,000 $48,354
Utilities $17,400 $14,907
Other operating expenses §55,160 528,533
Depreciation and amortization S0 $70,568
Total operating expenses $226,325 $314,134
OPERATING INCOME (LOSS) 531,500 530,638
Mon-operating revenues {expenses)
Interest Income $2,500 $705
Grant $0 S0
Interest expense (534,000} ($15,458)
Total non-operating revenues {expenses) (§31,500) (614,753)
INCOME (LOSS) $0 $15,885

The notes to the financial statements are an integral part of this statement.
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CITY OF LAUREL HILL, FLORIDA
STATEMENT OF CASH FLOW - PROPRIETARY FUND
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2021

Cash flows from operating activities
Increase in Net Position
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Depreciation
Plus decrease {increase) in assets:
Accounts Receivable, net
Plus Increase (decrease) in liabilities
Accounts Payable
Payroll Liahilities
Accrued Interest
Customer Deposits
Net cash provided by operating activities
Cash flows from investing activities
Purchase of assets
Net cash provided (used) for investing activities
Cash flows from financing activities
Principal paid on long term debit
Net cash used by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Cash and cash equivalents displayed as
Unrestricted cash
Restricted cash

Cash and cash equivalents, end of year

Supplemental disclosures
Cash paid for interest

The notes to the financial statements are an integral part of this statement.
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The City of Laurel Hill was created by an act of Legislature of the State of Florida on June 3, 1953.
The City’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board {GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements. Governments
are also required to follow the pronouncements of the Financial Accounting Standards Board
(FASB) that do not conflict with or contradict GASB pronouncements. The more significant
accounting policies used by the city are discussed below:
The City's financial statements include:

A Management Discussion and Analysis (MD&A) section providing an analysis of the city’s
overall financial position and results of operations.

Financial statements prepared using full accrual accounting for all city activities.
Reporting Entity
In evaluating how to define the government, for financial reporting purposes, management has
considered all potential component units. No potential component units were identified.

BASIC FINANCIAL STATEMENTS: GOVERNMENT-WIDE STATEMENTS

The city’s basic financial statements include both government-wide {reporting the city as a whole}
and fund financial statements {reporting the city’s general and proprietary funds). Both
government-wide and fund financial statements categorize primary activities as either
governmental or business-type. The city’s fire protection, parks and recreation, street, and
general administration services are classified as governmentat activities.

In the government-wide Statement of Net Position, both governmental and business-type
activities are presented on a consolidated basis, and are reported in full accrual, economic
resource measurement basis, which recognizes all long-term assets and receivables as well as
long-term debt obligations. The city’s net position is reported in three parts: invested in capital
assets, net of related debt; restricted net assets; and unrestricted net assets. The city first uses
restricted resources to finance qualifying activities. The government-wide Statement of Position
reports as restricted net assets those resources that are restricted by legislation.

The government-wide Statement of Activities reports both gross and net cost of each of the city’s
functions and business-type activities: general government, fire, etc. The functions are also
supported by general government revenues (Ad valorem Taxes, State Revenue Sharing, etc.) The
Statement of Activities reduces gross expenses (including depreciation) by related program
revenues and capital grants. Program revenues must be directly associated with the function or
business-type activity. The capital grants reflect capital-specific grants.

The net costs (by function or business-type activity) are normally covered by general revenue
(Electric Franchise or Utility taxes, Coammunication Services taxes, etc.). The city does not allocate
indirect costs. This government-wide focus is more on the sustainability of the city as an entity
and the change in the city’s net assets resulting from current year activities.
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIC FINANCIAL STATEMENTS:

Fund Financial Statements:

Government Funds are used to account for the general government activities. Governmental
fund types use the flow of current financial measurement focus and the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recognized when
susceptible to accrual (i.e., when they are “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 pay liabilities of the current period. The city considers all
revenues available if they are collected within 60 days after year end. Expenditures are recorded
when the related fund [iability is incurred, except for un-matured interest on long-term debt which
is recognized when due, and certain compensated absences and claims and judgments which are
recognized when the obligations are expected to be liquidated with expendable available financial
resources. Ad valorem taxes, reimbursements for incidents and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current period. All other revenue items are considered to be measurable and
available only when cash is received by the city. Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred and all other grant requirements
have been met.

The financial transactions of the city are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts that
includes assets, liabilities, reserves, fund equity, revenues and expenditures/expenses. The focus
of the governmental funds’ measurement is upon determination of financial position and changes
in financial position, rather than upon net income.

General Fund: The general fund is the general operating fund of the city. It is used to account for
all financial resources except those required to be accounted for in another fund.

Proprietary Funds are used to account for the enterprise activities such as selling water or
garbage utility services to customers. The focus of proprietary funds is upon determination of
operating income, changes in net position, financial position, and cash flows. The generally
accepted accounting principles applicable are those similar to private sector business. Proprietary
funds distinguish operating revenues and expenses from non-operating revenues and expenses.
Operating revenues and expenses result from providing and delivering services in connection with
the principal ongoing operation of the fund. Operating expenses include all costs associated with
providing these services, including depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses. Contributions to
capital arise from contributions of resources restricted to capital acquisition and construction. The
Water Fund is the proprietary fund of the city, and is used to account for user charges and
expenses associated with providing water services and garbage collection services.
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The emphasis in fund financial statements is on the major funds in either the governmental or

business-type activities. The city determined that all funds met the criteria of a major fund.

Fund Balances

The following is a description of the city’s various fund balance accounts:

Non-spendable fund balance includes amounts that are not in spendable form or are required to

be maintained intact.

Restricted fund balance includes amounts restricted by creditor, grantors, contributors, laws, or

regulations of other governments, constitutional provisions, or enabling legislation.

Committed fund balance can be used only for specific purposes as imposed by formal action of the

city council. There are no committed funds at the end of this fiscal year.

Assigned fund balance includes resources that are intended to be used for specific purposes, but

are neither restricted nor committed. These are resources that have been set aside for a specific

purpose by the city council. There are no assigned funds as of the end of this fiscal year.

Unassigned fund balance is the residual classification for the general fund and includes amounts

not contained in other classifications. Unassigned amounts are available for any purpose.
Restricted — This component of net position consists of constraints placed on net positions

imposed by creditors (such as through debt covenants), reserve for repayment of water bonds,

contributors, customer water deposits, impact fees, or laws or regulations of other governments,

or constraints imposed by law through constitutional provisions or enabling legislation.
Unrestricted — This component of net position consists of amounts that do not meet the

definition of “restricted” or “invested in capital assets, net of related debt”. Restricted resources

are only used for their specific designation and with approval frem the city council. Committed

and Assigned funds are used for their specific designation. If the city does not have sufficient

funds allocated to committed or assigned funds to cover the full cost of expenditures, then

unassigned funds would be used to cover the remaining portion of the expense. In the event that

expenditures exceed available restricted funds, then expenditures will be funded out of restricted

funds to the extent of the restricted fund balance, and the remainder will be funded by the

unrestricted fund balance. The city considers committed amounts to be reduced first, followed by

assigned amounts, and then unassigned amounts when expenditures are incurred for purposes for

which amounts in unrestricted fund balance classification could be used.

BASIS OF ACCOUNTING

Basis of accounting refers to the point that revenues and expenditures/expenses are recognized in

the accounts and reported in financial statements. It relates to the timing of measurements made

regardless of the measurement focus applied.

Accrual:

Both governmental and business-type activities in the government-wide financial statements and

the proprietary fund financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting. Revenues are recognized when earned

and expenses are recognized when incurred.
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Modified Accrual:

The governmental fund financial statements are presented on the modified accrual basis of
accounting. Under modified accrual basis of accounting, revenues are recorded when susceptible to
accrual, and when they are measurable and available. Measurable means the amount of the
transaction is known or can reasonably be estimated. Available means collectible within the current
period or with 60 days after year end. Expenditures are generally recognized under the modified
accrual basis of accounting when the related liability is incurred, as under accrual accounting. The
exception to this general rule is that principal and interest on general obligations long-term debt, are
recorded only when payment is due.

FINANCIAL STATEMENT AMOUNTS

Cash, Deposits, and Investments

The city is authorized to invest in financial instruments as established in Section 218.415,
Florida Statutes. The city maintains deposits with "Qualified Public Depositories” as

defined in Chapter 280 Florida Statutes. The city has an investment policy that places the
highest priority on the safety of principal and liguidity of funds. Funds in excess of amounts
needed to meet current expenses are invested in money market accounts or in certificate of
deposits of banks that are insured by the Federal Deposit Insurance Corporation. Investments
in money market funds are reported at fair value.

Interest Rate Risk

Section 218.415(17), Florida Statutes, limits investment maturities to provide sufficient liquidity to pay
obligations as they come due. The city minimizes interest rate risk by structuring investments to
mature to meet future operating cash requirements and investing primarily in short-term security such
as money market accounts.

Concentration of Credit Risk
As mentioned above, the city limits investments to money market accounts or in certificate of
deposits of banks that are insured by the Federal Deposit Insurance Corporation.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that the city will not he able to recover the value of
the investments or collateral securities that are in the possession of an outside party. The city has no
formal policy for custodial risk.

Inter-fund Transfers

During the course of operations, transactions occur between individual funds for goods provided or
services rendered. These transactions are classified as “Inter-fund Transfers” in the financial
statements, and are listed as revenues, expenditures, or reimbursements. Inter-fund transactions that

24



CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

are reimbursements to a fund for expenditures/expenses initially made from it, and that are properly
applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund, and as
reductions of expenditures/expense in the fund being reimbursed. The payroll costs for all funds are
paid out of the General Fund, and the Water Fund transfers funds to the General Fund to pay for
Water Fund payroll costs.

Investment in capital assets — This component of net position consists of capital assets, included
restricted capital assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent related debt proceeds at year-end, the
portion of the debt attributable to the unspent proceeds is not included in the calculation of invested
in capital assets, net of related debt. Rather, that portion of the debt is included in the same net
position component as unspent proceeds. Capital assets, which include property and equipment are
reported in the government-wide financial statements but are not recorded in the governmental fund
financial statements. Capital assets are defined by the city as assets with an initial/individual cost of
more than $1,000. Such assets are recorded at historical cost and estimated historical cost if
purchased or constructed. Donated assets are recorded at estimated fair market value at the date of
donation. Other costs incurred for repairs and maintenance are expensed as incurred. Depreciation
on all assets is provided on the straight-line basis over the following useful lives:

Building and improvements 30 to 50 years
Improvements other than buildings 7 to 50 years
Machinery and equipment 5 to 20 years
Infrastructure 30 years

Governmental Accounting Standards Board (GASB) statement number 34 requires the city to report
and depreciate new infrastructure assets. Infrastructure assets include road, drainage systems, water
systems, etc.

Long Term Obligations
In the government-wide financial statements, and proprietary fund financial statements, long-term
debt and other long-term obligations are reported as liabilities.

Ad Valorem Tax Revenue

The Okaloosa County Property Tax Calendar Significant Dates relative to ad valorem tax revenue are as
follows:

Assessment date, Lien date — January 1

Levy date — November 1

Due Date — November 1

Maximum Discount — November 30

Past Due or Delinquent date — April 1

Tax Certificates Sold —June 1
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Budgets and Budgetary accounting
The city adopted a formal budget for the fiscal year. A Budgetary Comparison Schedule is included
in the financial statements.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, results could differ from those
estimates.

NOTE B — DEPOSITS AND INVESTMENTS

The City has a written policy for deposits or investing surplus funds. Regarding the investment of
surpius funds, the Florida State Statutes were followed. There are several restricted funds.
Impact funds are restricted for water line extensions. Water Reserve funds are restricted for
repayment of the U.S. Department of Agriculture {USDA) Water Revenue bonds payable. Water
customer deposits funds are restricted for payment of unpaid water bills. Fire impact fees are
restricted to fund fire public safety facilities such as land, building, equipment and facilities.
Evaluation and Appraisal Report (EAR} are restricted for funding the EAR study.

NOTE C—- BUDGETARY ACCOUNTING AND LEGAL COMPLIANCE

Budgetary data reflected in the financial statements are established by the following city
procedure: During the month of June, the city clerk submits the city's proposed expenditures and
requested appropriations to the City Council for consideration.

Proposed budgets are advertised by a newspaper of general circulation and public hearings are
conducted during September for the purpose of hearing requests and complaints from the public.
In the event the final budget has not been adopted by October 1, the beginning of the fiscal year,
Florida Statutes provide for expenditures based on the adopted tentative budget. The final
budget is adopted by resolution. Any subsequent amendment must be enacted in the same
manner as the original budget.

Expenditures may not exceed budgeted appropriations at the fund level. The city clerk is
authorized to transfer budgeted amounts within departments of a fund. Any revision that alters
the total expenditures of any fund or department must be approved by the City Council.

The General Fund Statement of Revenues, Expenditures and Changes in Fund Balance — Budget
and Accrual presents comparisons of legally adopted budget with actual data on a budgetary
basis. Accounting principles applied for purposed of developing data on a budgetary basis often
differ from those used to present financial statements in conformity with Generally Accepted
Accounting Principles (GAAP).
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CITY OF LAUREL HILL, FLORIDA
NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE D - CASH

Cash at end of fiscal year consists of the following:

General Fund Cash: Total Cash Restricted Un-Restricted
Operating $664,737 S0 $664,737
Fire Impact $9,368 $9,368 S0
Okaloosa County Half Cent Sur-Tax 5147,685 $147,685 S0
Fire Savings 53,848 53,848 S0
EAR Certificate of Deposits (CD) 58,020 $8,020 S0
General Fund Cash totals $833,659 $168,922 $664,737
Water Fund Cash:

Operating $320,127 S0 $320,127
Customer Deposits $42,141 $42,141 $0
Impact Funds S65,348 $65,348 SO
Reserve for USDA loan $35,311 $35,311 S0
Money Market savings 582,683 50 582,683
Water Fund Cash totals $545,610 $142,800 $402,810
Total Cash: General Fund & Water fund $1,379,269 $311,722 51,067,547
NOTE E — CAPITAL ASSETS

Depreciation expense was charged to functions/programs as follows:

Governmental Activities:

Infrastructure 534,696
Buildings $20,995
Improvements $4,664
Machinery & Equipment $12,582
Total Depreciation Expense — Governmental Activities §72,937
Business Type Activities:

Water Equipment $1,945
Water Improvements $68,623
Total Depreciation Expense — Business Activities $70,568
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021
NOTE E - CAPITAL ASSETS (CONTINUED)

Capital asset activity for the year was as follows:

Beginning Ending
Balance Increases Decreases Balance

Governmental activities (General Fund}
Capital assets, not being depreciated:
Land $69,897 S0 50 $69,897
Total Capital Assets not being depreciated $69,897 50 S0 $69,897
Capital Assets, being depreciated:
Buildings £994,954 S0 S0 $994,954
Improvements other than buildings 5100,562 S0 S0 $100,562
Machinery and Equipment $403,255 516,640 S0 $419,895
Infrastructure $1,148,977 S0 S0 51,148,977
Total Capital Assets being depreciated $2,647,748 $16,640 50 $2,664,388
Total Cost of Capital Assets $2,717,645 $16,640 s0 $2,734,285
Less accumulated depreciation for:
Buildings (5396,427) (520,995) 50 {5417,422)
Improvements other than buildings (552,373} (54,664) S0 ($57,037)
Machinery and Equipment {$345,641) {512,582) s0 (5358,222)
Infrastructure {$376,577) {534,696) 50 ($411,274)
Total Accumulated Depreciation {51,171,018) {672,937) 50 (51,243,955}
Total capital assets, being depreciated, net $1,476,730 {$56,297) S0 $1,420,433
Governmental activities capital assets, net $1,546,627 {556,297) S0 51,490,330

(continued next page)
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CITY OF LAUREL HILL, FLORIDA
NOTES TO FINANCIAL STATEMENTS

FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE E - CAPITAL ASSETS (CONTINUED)

Capital asset activity for the year was as follows:

Beginning Ending
Balance Increases Decreases Balance

Business-type activities (Water Fund)
Capital assets, not being depreciated:
Land 54,700 50 50 54,700
Total Capital Assets not being depreciated 54,700 $0 S0 $4,700
Capital Assets, being depreciated: ,
Buildings 50 S0 50 S0
Improvements other than buildings $2,190,937 S0 S0 $2,190,937
Machinery and Equipment $114,903 515,140 50 $130,043
Total Capital Assets being depreciated $2,305,840 515,140 50 $2,320,980
Total Cost of Capital Assets 52,310,540 515,140 $0 $2,325,680
Less accumulated depreciation for:
Improvements ather than buildings (51,477,215) (568,623) 50 ($1,545,838)
Machinery and Equipment {5110,861) (51,945) $0 {5112,806)
Total Accumulated Depreciation (51,588,077) ($70,568) 50 {$1,658,644)
Total capital assets, being depreciated, net $717,763 (555,428) 50 $662,336
Business-type activities capital assets, net $722,463 {$55,428) S0 $667,036
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CITY OF LAUREL HILL, FLORIDA

NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE F - LONG TERM DEBT
The Governmental activities General Fund does not have any long term debt.

The Water Fund has long term debt due to the U.S. Department of Agriculture (USDA).

Revenues of the City's water system are pledged as collateral on the 5.25% USDA loan. There are
a number of other limitations and restrictions, pertaining to sinking fund and reserve cash
requirements, insurance, user fees, etc. contained in various debt instruments. The city is in
compliance with all significant limitations and restrictions.

The following is a summary of long-term debt transactions for the year ended September 30, 2021

Balance Balance Due within Long Term
Oct. 1, 2020 Additions Retirements Sep. 30, 2021 one year portion
Governmental Activities:
None 1] S0 $0 S0 50
Business Type Activities:
Revenue Bonds, Series 1993 $295,500 $18,300 $277,600 519,300 $258,300
Total - All Funds $295,900 $18,300 $277,600 $19,300 $258,300
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CITY OF LAUREL HILL, FLORIDA
NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE G - GRANT REVENUE
Governmental Activities (General Fund}):

Technical Assistance (TA) grant:

The city received a Technical Assistance {TA) grant from State of Florida, in the

amount of $10,000 for Long Range Planning.

Grant funds received from Florida Dept of Economic Opportunity $ 10,000

Grant expended with Stearns Weaver, Miller, Weissler, Alhadeff & Sitterson, PA $ 25,157

for Technical Assistance in Long Range Planning and Land Development Code.
The city received TA grant reimbursements of $15,000 in first quarter of FY2022.

American Rescue Plan Act {ARPA) grant:

The city received an American Rescue Plan Act (ARPA) grant from State of Florida in the

amount of $157,018 for Coronavirus Local Fiscal Recovery. Date received was 9/24/2021.

Grant funds received from Florida Dept Division of Emergency Management $157,018

No grant funds have been expended. $ -

The city attorney and city contract engineer are working with State of Florida
to determine if grant funds can be used for upgrading the water lines and water valves,

Business Type Activities:

The Water Fund received no grant revenues in FY2021.

The City received grant funds from Florida Water Management District in previous
years, and these funds were reported on the prior year audit reports.

The City did receive $131,178 of FY2020 grant funds receivable in early FY2021.
These grant funds, and their expenditures, were reported on the FY2020, and
earlier years, audit reports.

NOTE H - RISK MANAGEMENT

The City of Laurel Hill, Florida is exposed to various risks of loss related to tort, theft, damage to and
destruction of assets, errors, and omissions, injuries to employees, and natural disasters. The city
purchases insurance through commercial carriers and participates in the Florida Municipal insurance Trust,
and the Florida Municipal Self-Insurers Fund, which is a public entity risk pool. The city maintains minimal
insurance deductibles for insurance policies from its carriers. There has been no significant reduction in
insurance coverage from the prior fiscal year. Insurance coverage has been sufficient to cover all claims
made in the past two years.
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CITY OF LAUREL HILL, FLORIDA
NOTES TO FINANCIAL STATEMENTS
FOR FISCAL YEAR ENDED SEPTEMBER 30, 2021

NOTE I - SUBSEQUENT EVENTS

Subsequent events have been evaluated through June 24, 2022, the date these financial statements were
availahle to be issued, and no event was deemed to warrant recognition or disclosure,

NOTE J - ACCOUNTS RECEIVABLE

Historically the accounts receivable in the general and proprietary funds are fully collected and there is no
compelling reason to believe that the receivables will not be collected. Net receivables general fund - 50
and propriety fund - $20,037 as of September 30, 2021.

NOTE K— RENTAL INCOME

Rental income in the amount of $18,631 was received by the city for rental of property for the fiscal year
2021. Rental income represents monthly payments plus reimbursement for taxes and insurance. Monthly
payments are determined by lease agreement with a small increase annually.

NOTE L - MISCELLANEOUS INCOME

Miscellaneous income in the amount of $10,578 was received by the city for fiscal year 2021. The amount
includes notary fees, rezoning fees, and insurance proceeds.

NOTE M - COVID IMPACT

Due to the nature of the City's operations Covid has little impact. The City expects additional grants to be
available in the future due to the pandemic. The extent to which the coronavirus may impact business
activity or investment results will depend on future developments, which are highly uncertain and cannot
be predicted, including new information which may emerge concerning the severity of the coronavirus and
the actions required to contain the coronavirus. The City has not included any contingencies in the
financial statements specific to this issue.

NOTE N — CONTINGENCY

There are no known contingencies other than the risk of accident or injury. The City maintains liability
insurance to cover the risk of accident or injury.

NOTE O - INSURANCE PROCEEDS

The City received net insurance proceeds in the amount 59,234 in fiscal year 2021. These proceeds were
due to damage to a vehicle owned by the City. These insurance proceeds are included in miscellaneous
income.
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EDWARD CHAPMAN

CERTIFIED PUBLIC ACCOUNTANT

7224 US Hwy 11

Springville, Alabama 35146

Phone (205) 452-2350

Cell phone (256) 454-1640

Fax 1-205-452-2349

Email: echapman@chapmanaccountingsolutions.com

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

The Honorable Mayor and Members of the City Council
City of Laurel Hill, Florida

| have audited, in accordance with the auditing standards applicable to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of the governmental activities and the business-type activities of the City of
Laurel Hill, Florida, as of and for the year ended September 30, 2021, and the related notes to the
financial statements, which collectively comprise the City of Laurel Hill's basic financial statements
and have issued my report thereon dated June 24, 2022,

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, [ considered the City of Laurel
Hill’s internal control over financial reporting to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing my opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Laurel Hill's internal control. Accordingly, | do not express an opinion on the effectiveness of the
City of Laurel Hill'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 weaknessis a
deficiency, or 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
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged in governance.
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internal Control Over Financial Reporting (Continued)

My 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 my audit | did not

identify any deficiencies in internal control that | consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Laurel Hill’s financial
statements are free from material misstatement, 1 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 my audit, and
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

This report is intended solely to describe the scope of my testing of internal control and
compliance and the results of testing, and not to provide an opinion on the effectiveness of the
entity’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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Ll e & e T

Edward Chapman, CPA
Springville, Alabama
June 24, 2022
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Email: echapman@chapmanaccountingsclutions.com

MANAGEMENT LETTER

The Honorable Mayor and Members of the City Council
City of Laurel Hiil, Florida

Report on the Financial Statements
| have audited the financial statements of the City of Laure! Hill, Florida, as of and for the year ended
September 30, 2021, and 1 have issued my report thereon dated June 24, 2022,

Auditor's Responsibility

! conducted my audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States.

Other Reports and Schedule

| have issued my Independent Auditor's Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards. Disclosures in that report, which are dated January 21, 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 | determine whether or not corrective
actions have been taken to address findings and recommendations made in the preceding financial audit
report. There were no findings and/or recommendations in the FY2019 or FY2020 financial audit reports.

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 City of Laurel Hill is a
municipality in Okaloosa County, Florida. The City has no component units.

Financial Condition and Management

Sections 10.554(1)(i)5.a. and 10.556(7}, Rules of the Auditor General, require me to apply appropriate
procedures and communicate the results of my determination as to whether or not the City of Laurel Hill
has met one or more of the conditions described in Section 218.503(1), Florida Statutes, and to identify the
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specific condition(s) met. In connection with my audit, | determined that the City of Laurel Hill did not
meet any of the conditions described in Section 218.503{1}, Florida Statutes.

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, | applied financial
condition assessment procedures for the City of Laurel Hill. It is management’s responsibility to monitor the
City of Laurel] Hill's financial condition, and my financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.

Section 10.554(1}(i)2., Rules of the Auditor General, requires that | communicate any findings and/or
recommendations to improve financial management. In connection with my audit, | do not have any such
recommendation.

Special District Component Units

Section 10.554(1)(i}5.c., Rules of the Auditor General, requires, if appropriate, that | communicate the
failure of a special district that is a component unit of a county, municipality, or special district, to provide
the financial information necessary for proper reporting of the component unit within the audited financial
statements of the county, municipality, or special district in accordance with Section 218.39{3)(b), Florida
Statutes. In connection with my audit, | determined that the City of Laurel Hill has no component units,

Additional Matters

Section 10.554(1){i)3., Rules of the Auditor General, requires me 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 my audit, | did not have any such findings.

Purpose of this Letter

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

Eetorardl %

Edward Chapman, CPA
Springville, Alabama
June 24, 2022
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INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH SECTION 218.415, FLORIDA
STATUTES, LOCAL GOVERNMENT INVESTMENT POLICIES

The Honorable Mayor and Members
of the City Council, City of Laurel Hill, Florida

| have examined the City of Laurel Hill, Florida’s (the City} compliance with Section 218.415,
Florida Statutes, regarding the investment of public funds during the year ended September 30,
2021

. Management is responsible for the City’s compliance with those requirements. My
responsibility is to express an opinion on the City's compliance based on my examination.

My examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a test
basis, evidence about the City’s compliance with those requirements and performing such other
procedures as | considered necessary in the circumstances. | believe that my examination
provides a reasonable basis for my opinion. My examination does not provide a legal
determination on the City’s compliance with specified requirements.

In my opinion, the City complied, in all material respects, with the aforementioned requirements
for the year ended September 30, 2021.

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

wa.ﬂ’.

Edward Chapman, CPA
Springville, Alabama
June 24, 2022
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