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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of the Town Commission
Town of Sewall’s Point, Florida

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Town of Sewall’s Point, Florida, (the “Town”) as of
and for the year ended September 30, 2023, and the related notes to the financial statements, which
collectively comprise the Town'’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate
remaining fund information of the Town of Sewall’s Point, Florida as of September 30, 2023, and the
respective changes in financial position thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Town and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management 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; and for
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.



In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Town’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Town of Sewall’s Point internal control. Accordingly,
no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Town of Sewall’s Point ability to continue
as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management's
Discussion and Analysis and General Fund Budget vs. Actual schedule, as noted in the table of contents,
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 Information

Management is responsible for the other information included in the annual report. The other
information comprises the introductory section but does not include the basic financial statements
and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the
other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and
the basic financial statements, or the other information otherwise appears to be materially misstated.
If, based on the work performed, we conclude that an uncorrected material misstatement of the
other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 25, 2024,
on our consideration of the Town of Sewall’s Point, Florida’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 effectiveness of the Town of Sewall’s Point, Florida’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Town of Sewall’s Point, Florida's internal control
over financial reporting and compliance.

l
Cvm, Riggrr € Unguam, L L-C.
Melbourne, Florida
June 25, 2024
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Town of Sewall’s Point, Florida
Management's Discussion and Analysis
September 30, 2023

The purpose of Management’s Discussion and Analysis (MD&A) is to give an objective and easily
readable analysis of the Town of Sewall’s Point’s (the “Town”) financial performance for the fiscal year
ended September 30, 2023, and to serve as an introduction to the audited financial statements. The
MD&A also includes information on significant variations from budget and prior year actual.

Financial Highlights

e The total assets of the Town of Sewall’s Point exceeded its liabilities on September 30, 2023
by $11,497,737 (total net position). Of this amount, $2,821,335 are unrestricted funds,
$2,615,963 are restricted and $6,060,439 or 52.7% is invested in capital assets.

e The Town’s operations increased net position by $1,360,244.

e At the close of the fiscal year, the Town’s governmental funds reported a combined fund
balance of $5,285,623, an increase of $1,287,037 in comparison to prior year. The
governmental funds reflect $2,493 in non-spendable, $2,615,963 in restricted and
$1,500,000 in assigned fund balance, leaving an unassigned fund balance of $1,167,167.

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.

Government-Wide Financial Statements. The government-wide financial 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 and liabilities, with the
difference between them 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.

The statement of activities presents information showing how the Town’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

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.

The Town maintains three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the General Fund and two special revenue funds. The
General Fund and Capital Project funds are considered major funds.
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Town of Sewall’s Point, Florida
Management's Discussion and Analysis
September 30, 2023

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 change in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

A budgetary comparison schedule has been provided for the General Fund to demonstrate
compliance with this budget.

Government-Wide Financial Analysis

As previously stated, net position may serve over time as a useful indicator of the Town’s financial
position. The following is a summary of the Statement of Net Position as of September 30:

Net Position
Governmental Activities
2023 2022

Assets

Current and other assets S 5,834,688 S 5,176,714

Capital assets, net 8,028,426 5,954,934
Total assets 13,863,114 11,131,648
Liabilities

Long-term liabilities outstanding 2,033,380 61,706

Other liabilities 331,997 932,449
Total liabilities 2,365,377 994,155
Net position

Net investment in capital assets 6,060,439 5,954,934

Restricted 2,615,963 436,652

Unrestricted 2,821,335 3,745,907
Total net position S 11,497,737 S 10,137,493
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Town of Sewall’s Point, Florida
Management's Discussion and Analysis

September 30, 2023

Capital assets increased by $2,073,492. A majority of new assets was the purchase of the 78 South
Sewall’s Point property. This property is needed for the South Sewall’s Point Road project. The Town
also obtained a loan for $2,000,000 to finance this purchase.

The following is a summary of the Statement of Activities for the years ended September 30:

Change in Net Position
Governmental Activities

2023 2022

Program revenues:

Charges for services S 797,580 § 1,315,232

Operating grants 610,040 557,450

Capital grants 214,925 815,375
General revenues:

Property taxes 2,615,267 2,323,659

Franchise taxes 286,554 262,454

Sales and use taxes 295,172 298,003

State revenue sharing and gas taxes 335,576 295,946

Investment earnings 173,251 10,755

Other revenue 5,829 9,723
Total revenues 5,334,194 5,888,597
Expenses:

General government 662,306 688,247

Public safety 2,036,394 1,773,651

Physical environment 1,203,262 954,593

Interest 71,988 -
Total expenses 3,973,950 3,416,491
Change in net position 1,360,244 2,472,106
Net position:

Beginning of year 10,137,493 7,665,387

End of year S 11,497,737 $ 10,137,493

Governmental activities increased the Town’s net position by $1,360,244. Total revenues decreased
by $554,403. Property tax revenue increased by $291,608 (12.5 percent) from the previous year. This
increase is a result of increases in property values. Franchise fee revenue increased by $24,100 or 9.2
percent due to higher utility rates. Investment earnings increased by $162,496 or 151.1 percent due
to higher interest rates. State revenue sharing and gas taxes increased by $39,630 or 13.4% percent
due to increased fuel sales. Expenses increased by $557,459 or 16.3 percent mainly in Physical
environment ($248,669) and Public Safety ($262,743) and interest ($71,988) offset by a decrease in
General government ($25,941).

Financial analysis of the governmental 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
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Town of Sewall’s Point, Florida
Management's Discussion and Analysis
September 30, 2023

the Town’s financing requirements. In particular, unreserved 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 the current fiscal year, the Town’s governmental funds reported combined ending
fund balances of $ 5,285,623, a total increase of $ 1,287,037 from the prior year; of which an increase
of $580,118 is attributable to the General Fund, an increase of $591,705 is attributable to the Capital
Projects Fund and an increase of $115,214 is attributable to the Building Permit Fund.

General Fund Budgetary Highlights

The budget and actual schedule show the original budget, the final budget, actual results, and
variances between the final budget and actual results for the General Fund. The budget was amended
to create a Building Permit special revenue fund and a capital project fund. The budget was also
amended in anticipation of the start of another phase of the South Sewall’s Road project.

See the Budgetary Comparison Schedule for the General Fund on page 41 for more details.

Capital Assets

The Town's capital assets for its governmental activities as of September 30, 2023 amounted to
$8,028,426 (net of accumulated depreciation). This investment in capital assets includes building,

improvements, streetlights, roadways, and machinery and equipment.

Additional information on the Town's capital assets can be found in Note 2 to the financial
statements.

Economic Factors and Next Year’s Budget and Rates

The Town’s 2023 budget maintained a millage rate of 3.27 mills. Through the use of grant funding,
the Town continues to address flooding and water quality concerns through system improvements.
The Town continues to improve efficiencies that will allow continued high levels of service at the least
possible cost.

Property Taxes are the main source of revenue for governmental activities and represents
approximately 80% of the General Fund budgeted revenues.

Requests for Information
This financial report is designed to provide a general overview of the Town's finances for all those
with an interest in the Town of Sewall’s Point’s finances. Questions concerning any of the information

provided in this report, or requests for additional financial information, may be addressed to the
Town Manager at 1 S. Sewall’s Point Rd, Sewall's Point, FL 34996.
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Basic Financial Statements
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Town of Sewall’s Point, Florida
Statement of Net Position

Governmental
September 30, 2023 Activities
Assets
Cash and cash equivalents S 1,575,482
Investments 3,827,877
Receivables, net 64,183
Prepaid items 2,493
Due from other governments 364,653
Capital assets
Non-depreciable 2,048,809
Depreciable, net 5,979,617
Total assets 13,863,114
Liabilities
Accounts payable 246,480
Accrued payroll and related liabilities 52,705
Accrued interest 28,611
Unearned revenue 4,201
Non-current liabilities
Due within one year
Notes payable 65,655
Compensated absences 26,157
Due in more than one year
Notes payable 1,902,332
Compensated absences 39,236
Total liabilities 2,365,377
Net Position
Net investment in capital assets 6,060,439
Restricted for public safety 751,866
Restricted for capital projects 1,864,097
Unrestricted 2,821,335
Total net position S 11,497,737

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



Town of Sewall’s Point, Florida
Statement of Activities

For the year ended September 30, 2023 Program Revenues
Charges for Operating Capital
Services Grants and Grants and
Functions/Programs Expenses and Fines Contributions Contributions

Primary Government
Governmental activities

General government S 662,306 S 777,068 S - S -
Public safety 2,036,394 20,512 610,040 -
Physical environment 1,203,262 - - 214,925
interest 71,988 - - -
Total governmental activities $ 3,973,950 S 797,580 610,040 S 214,925

General revenues and transfers
Taxes
Property taxes, levied for general purposes
Franchise taxes
Sales and use tax
State revenue sharing and gas taxes
Investment earnings
Miscellaneous

Total general revenues

Change in net position
Net position, beginning of year

Net position, end of year

The accompanying notes are an integral part of these financial statements.
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Net (Expense)
Revenue and
Changes in Net
Position

3overnmental
Activities

$ 114,762
(1,405,842)
(988,337)
(71,988)

(2,351,405)

2,615,267
286,554
295,172
335,576
173,251

5,829
3,711,649
1,360,244

10,137,493

$ 11,497,737

The accompanying notes are an integral part of these financial statements.
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Town of Sewall’s Point, Florida

Balance Sheet
Governmental Funds

Nonmajor
Capital Fund -
September 30, 2023 General Project Building Total
Assets
Cash and cash equivalents S 828640 S 181,430 S 565,412 S$1,575,482
Investments 1,997,945 1,829,932 - 3,827,877
Accounts receivable 64,183 - - 64,183
Due from other governments 91,869 272,784 - 364,653
Prepaid items 2,493 - - 2,493
Total assets $2,985,130 S 2,284,146 S 565,412 $5,834,688
Liabilities, deferred inflows
of resources and fund balance
Liabilities
Accounts payable S 70,543 174,370 1,567 S 246,480
Accrued payroll and related liabilities 40,726 - 11,979 52,705
Unearned revenue 4,201 - - 4,201
Total liabilities 115,470 174,370 13,546 303,386
Deferred inflows of resources
Unavailable revenue - 245,679 - 245,679
Total deferred inflows of resources - 245,679 - 245,679
Fund balances
Nonspendable
Prepaid items 2,493 - - 2,493
Restricted 200,000 1,864,097 551,866 2,615,963
Assigned 1,500,000 - - 1,500,000
Unassigned 1,167,167 - - 1,167,167
Total fund balances 2,869,660 1,864,097 551,866 5,285,623
Total liabilities, deferred inflows of
resources, and fund balances $2,985,130 $ 2,284,146 S 565,412 $5,834,688

The accompanying notes are an integral part of these financial statements.
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Town of Sewall’s Point, Florida
Reconciliation of Fund Balance of Governmental Funds to Net Position

of Governmental Activities

September 30, 2023

Total fund balances - governmental funds S 5,285,623

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.
Governmental capital assets S 10,319,718
Less accumulated depreciation and amortization (2,291,292) 8,028,426

Some revenues will not be collected within 60 days after the close of the
Town's fiscal year-end and are not considered as "available" revenue in the
governmental funds and, therefore, are reported as deferred inflows of
resources. In the statement of net position, which is on the accrual basis,
the revenue is fully recognized in the statement of activities. 245,679

Long-term liabilities, including total notes payable and compensated
absences, are not due and payable in the current period and,
therefore, are not reported in the funds.

Notes payable S (1,967,987)

Accrued interest (28,611)

Compensated absences (65,393) (2,061,991)
Net position of governmental activities S 11,497,737

The accompanying notes are an integral part of these financial statements.
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Town of Sewall’s Point, Florida
Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental Funds

Nonmajor
Capital fund -

For the year ended September 30, 2023 General Projects Building TOTAL
Revenues

Taxes $ 2,615,267 S - S - $ 2,615,267

Franchise fees/taxes 235,091 - - 235,091

Licenses and permits 14,205 268,216 494,647 777,068

Intergovernmental 472,133 982,543 - 1,454,676

Fines and forfeitures 20,512 - - 20,512

Interest and other 173,251 - - 173,251

Miscellaneous revenue 58,329 - - 58,329
Total revenues 3,588,788 1,250,759 494,647 5,334,194
Expenditures
Current

General government 664,730 196,491 - 861,221

Public safety 1,640,625 - 379,433 2,020,058

Physical environment 313,265 2,777,223 - 3,090,488

Debt service principal 32,013 - - 32,013

Debt service interest 43,377 - - 43,377
Total expenditures 2,694,010 2,973,714 379,433 6,047,157
Excess (deficiency) of revenues

over (under) expenditures 894,778  (1,722,955) 115,214 (712,963)
Other financing sources (uses)

Proceeds from issuance of debt 2,000,000 - - 2,000,000

Transfer in - 2,314,660 - 2,314,660

Transfer out (2,314,660) - - (2,314,660)
Total other financing sources (uses) (314,660) 2,314,660 - 2,000,000
Net change in fund balance 580,118 591,705 115,214 1,287,037
Fund balances, beginning of year 2,289,542 1,272,392 436,652 3,998,586
Fund balances, end of year $2,869,660 $1,864,097 S 551,866 §$5,285,623

The accompanying notes are an integral part of these financial statements.
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Town of Sewall’s Point Florida
Reconciliation of Net Change in Fund Balance of Governmental Funds to Change
in Net Position of Governmental Activities

For the year ended September 30, 2023

Net change in fund balances - total governmental funds S 1,287,037

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 allocated over

their estimated useful lives as depreciation expense. This is the amount by

which capital outlay of $2,463,230 exceeds depreciation expense of $389,738

in the current period. 2,073,492

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

consumes the current financial resources of governmental funds. Interest is not
accrued in governmental funds. This amount is the net effect of these
differences in the treatment of long-term debt and related items.

Debt issuance (2,000,000)
Debt repayments 32,013
Accrued Interest (28,611)

Compensated absences are reported in the statement of activities when

earned. As they do not require the use of current financial resources, they

are not reported as expenditures on governmental funds until they have

matured. This is the amount of compensated absences reported in the

statement of activities in the prior year that has matured in the current

year. (3,687)

Change in net position of governmental activities S 1,360,244

The accompanying notes are an integral part of these financial statements.
-21-
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Town of Sewall’s Point Florida
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Sewall's Point, Florida, was incorporated in 1957 pursuant to Chapter 57-1478, Laws of
Florida. The Town is governed by an elected Mayor, Vice Mayor, President Pro-Tem, and the Town
Commission, which appoints a Town Administrator. The Town's major operations include public safety
(police and building inspection), public works and general administrative services.

Reporting Entity

As required by generally accepted accounting principles, these general purpose financial statements
present the government and its component units. Component units are legally separate entities for
which the primary government is considered to be financially accountable and for which the nature and
significance of their relationship with the primary government are such that exclusion would cause the
Town's financial statements to be misleading or incomplete. The primary government is considered
financially accountable if it appoints a voting majority of an organization's governing body and imposes
its will on that organization. The primary government may also be financially accountable if an
organization is fiscally dependent on the primary government, regardless of the authority of the
organization's governing board.

In evaluating the Town as a reporting entity, management has considered all potential component units
in accordance with Section 2100: Defining the Financial Reporting Entity of the Governmental
Accounting Standards Board (GASB) Codification. The Town has no component units.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government.
Governmental activities, which normally are supported by taxes, intergovernmental revenues, and
other nonexchange transactions, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. The Town had no business-type activities at
September 30, 2023.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indicates the timing of
transactions or events for recognition in the financial statements.
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Town of Sewall’s Point Florida
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued)

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, and claims and judgments, are recorded only when payment is due. General
capital asset acquisitions are reported as expenditures in governmental funds. Issuance of long-term
debt and acquisitions under capital leases are reported as other financing sources.

Fines and permit revenues are not susceptible to accrual because, generally, they are not measurable
until received in cash. Property taxes, franchise taxes, licenses, interest revenue, intergovernmental
revenues, and charges for services associated with the current fiscal period are all considered to be
susceptible to accrual and have been recognized as revenues of the current fiscal period. All other
revenue items are considered to be measurable and available only when cash is received by the Town.

Government-Wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated.
The governmental activities column incorporates data from the governmental fund. Separate financial
statements are provided for the governmental fund.

Fund Financial Statements

The fund financial statements provide information about the Town’s fund. The emphasis of fund
financial statements is on the major governmental fund.

The Town reports the following major governmental funds:

The General Fund is the Town's operating fund. It accounts for all the financial resources of the
general government.

The Capital Project Fund is the Town’s accounts for acquisition or construction of major capital
facilities.

=24 -



Town of Sewall’s Point Florida
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Financial Statements (Continued)
The Town reports the following non major fund:
The Building Fund is a special revenue fund. It accounts for the activity of the building department.
Assets, Liabilities, and Net Position or Equity
Cash and equivalents

The Town’s cash and cash equivalents include amounts on deposit in demand accounts and money
market accounts.

Investments

Investments for the Town are reported at fair value except for the position in the State Treasurer’s
Investment Pool. The state Treasure’s Investment Pool meets all of the specific criteria in Section I50:
Investments to qualify to elect to measure their investments at amortized costs. Accordingly the value
of the Town's position in the pool is equal to the value of pooled shares.

Receivables and payables

Amounts due from other governments include amounts due from the State of Florida for state revenue
sharing. Program and capital grants are recorded as receivables and revenues at the time reimbursable
project costs are incurred. Revenues received in advance of project costs being incurred are reported
as “unearned.”

The Town considers due from other governments to be fully collectible; accordingly, no allowance for
doubtful accounts is required.

Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both the government-wide and general fund financial statements. The cost of prepaid
items is recorded as expenditures/expenses when consumed rather than when purchased.

Capital assets

Capital assets, which include plant, property and equipment, and infrastructure assets (e.g. roads,
bridges, and sidewalks), are reported in the governmental activities column in the government-wide

financial statements. Capital assets are defined by the Town as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of three years.

-25-



Town of Sewall’s Point Florida
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital assets (Continued)

Such assets are recorded at cost or the acquisition value of the assets at the time of purchase or
contribution. The reported value excludes normal maintenance and repairs which are essentially
amounts spent in relation to capital assets that do not increase the capacity or efficiency of the item or

increase its estimated useful life.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Capital asset classes Lives

Buildings 40
Improvements other than buildings 10-30
Infrastructure 25-40
Equipment 5-26
Software 3

The Town reviews capital assets for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset exceeds its fair value. If it is determined that an impairment loss
has occurred, the asset is written down to its net realizable value and a current charge to income is
recognized.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities statement of net position. In accordance
with GASB Codification Section 130: Interest Costs — Imputation, debt issuance costs are expensed in the
period incurred except for prepaid insurance costs.

The face amount of debt issued, and repayments are reported as other financing sources. Premiums
received on debt issuances and discounts on debt issuances are reported as other financing uses.

Compensated Absences

The Town'’s policy permits employees to accumulate earned but unused vacation benefits, which are
eligible for payment upon separation from government service. The liability for such leave is reported
as incurred in the government-wide financial statements. A liability for those amounts is recorded in
the governmental funds only if the liability has matured as a result of employee resignations or
retirements. The liability for compensated absences includes salary-related benefits, where applicable.
Accumulated sick leave lapses when employees leave the employment of the Town and, accordingly
upon separation of service, no monetary obligation exists.
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Town of Sewall’s Point Florida
Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Deferred Inflows of Resources

The balance sheet reports, as applicable, a separate section for deferred inflows of resources. Deferred
inflows of resources represent an acquisition of net assets by the government that is applicable to a
future reporting period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. For example, the Town would record deferred inflows of resources related to unavailable
revenue.

Net Position

Equity in the government-wide statement of net position is displayed in three categories: 1) invested in
capital assets net of related debt, 2) restricted, 3) unrestricted. Net position invested in capital assets
net of related debt consist of capital assets reduced by accumulated depreciation and by any
outstanding debt incurred to acquire, construct, or improve those assets. Net position is reported as
restricted when there is legal limitations imposed on its use by Town legislation or external restrictions
by other governments, creditors, or grantors. Unrestricted net position consists of all net position that
do not meet the definition of either of the other two components.

Net position flow assumption — Sometimes the Town will fund outlays for a particular purpose from
both restricted (e.g., restricted bond or grant proceeds) and unrestricted resources. In order to calculate
the amounts to report as restricted — net position and unrestricted — net position in the government-
wide statements, a flow assumption must be made about the order in which the resources are
considered to be applied. It is the Town’s policy to consider restricted — net position to have been
depleted before unrestricted — net position is applied.

Categories and Classification of Fund Equity

Fund balance flow assumption — Sometimes the Town will fund outlays for a particular purpose from
both restricted and unrestricted resources (the total of committed, assigned and unassigned fund
balance). In order to calculate the amounts to report as restricted, committed, assigned and unassigned
fund balance in the governmental fund financial statements a flow assumption must be made about
the order in which the resources are considered to be applied. It is the Town’s policy to consider
restricted fund balance to have been depleted before using any of the components of unrestricted fund
balance. Further, when the components of unrestricted fund balance can be used for the same purpose,
committed fund balance is depleted first, followed by assigned fund balance. Unassigned balance is
applied last.

Fund balance policies — Fund balance of governmental funds is reported in various categories based on
the nature of any limitations requiring the use of resources for specific purposes. The Town itself can
establish limitations on the use of resources through either a commitment (committed fund balance)
or an assignment (assigned fund balance). When the Town incurs an expenditure for purposes for which
various fund balance classifications can be used, it is the government’s policy to use restricted fund
balance first, then committed fund balance, assigned fund balance, and finally unassigned fund balance.
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Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Categories and Classification of Fund Equity (Continued)

The provisions of GASB Codification, Section 1800, Classifications and Terminology, specify the
following classifications:

Nonspendable fund balance — Nonspendable fund balances are amounts that cannot be spent because
they are either (1) not in 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 — The committed fund balance classification includes amounts that can be
used only for the specific purposes determined by a formal action of the Town’s highest level of
decision-making authority. The governing council is the highest level of decision-making authority for
the Town that can, by adoption of an ordinance prior to the end of the fiscal year, commit fund balance.
Once adopted, the limitation imposed by the ordinance remains in place until a similar action is taken
(the adoption of another ordinance) to remove or revise the limitation.

Assigned fund balance — Amounts in the assigned fund balance classification are intended to be used
by the Town for specific purposes but do not meet the criteria to be classified as committed. The
governing council has by resolution authorized the finance director to assign the fund balance. The
Commission may also assign fund balance as it does when appropriating fund balance to cover a gap
between estimated revenue and appropriations in the subsequent year’s appropriated budget. Unlike
commitments, assignments generally only exist temporarily. In other words, an additional action does
not normally have to be taken for the removal of an assignment. Conversely, as discussed above, an
additional action is essential to either remove or revise the commitment.

Unassigned fund balance — Unassigned fund balance is the residual classification for the General Fund.
Revenues and Expenditures/Expenses

Program revenues — Amounts reported as program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from services, or privileges provided by a given
function and 2) grants and contributions (including special assessments) that are restricted to meeting
the operational or capital requirements of a particular function. All taxes, including those dedicated for
specific purposes, and other internally dedicated resources are reported as general revenues rather
than program revenues.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenues and Expenditures/Expenses (Continued)

Property taxes - Property values are assessed as of January 1 each year, at which time taxes become an
enforceable lien on property. Tax bills are mailed for the Town by Martin County (the "County") on or
about October 1 of each year and are payable with discounts of up to 4% offered for early payment.
Taxes become delinquent on April 1 of the year following the year of assessment and State law provides
for enforcement of collection of property taxes by seizure of the real property or by the sale of interest-
bearing tax certificates to satisfy unpaid property taxes.

Assessed values are established by the Martin County Property Appraiser. The County bills and collects
all property taxes and remits the Town’s proportionate share to the Town. In 2008, Florida Amendment
One passed which closed a loophole in the original 1992 amendment that would not allow homeowners
to take their property tax cap with them when they moved. It doubled the amount of homestead
exemption from $25,000 to $50,000 on all but the least expensive homes, and created a 10% annual
cap on the assessed value increase of non-homesteaded property.

State statutes permit municipalities to levy property taxes at a rate of up to 10 mills (510 per $1,000 of
assessed taxable valuation). The tax levy of the Town is established by the Town Commission, and the
Martin County Property Appraiser incorporates the Town's millage into the total tax levy, which
includes the County and the County School Board tax requirements. The millage rate assessed by the
Town for the year ended September 30, 2023 was 2.8700 mills ($2.8700 per $1,000 of taxable assessed
valuation), and 0.4 mills for capital projects.

Unearned revenue - Unearned revenue includes amounts collected before the revenue recognition
criteria are met. The unearned items consist primarily of funds received that have not yet been
expended for the required purpose.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make various estimates. Actual results could differ from those estimates.

Subsequent Events
Management has evaluated subsequent events through the date that the financial statements were

available to be issued, June 25, 2024. See Note 6. No subsequent events occurring after this date
have been evaluated for inclusion in these financial statements.
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Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued and Implemented Accounting Pronouncements
The Town implemented the following standards during the current year.

In May 2020, the GASB issued GASB Statement No. 96, Subscription-Based Information Technology
Arrangements. This Statement provides guidance on the accounting and financial reporting for
subscription-based information technology arrangements (SBITAs) for government end users
(gsovernments). This Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-to-use
subscription asset—an intangible asset—and a corresponding subscription liability; (3) provides the
capitalization criteria for outlays other than subscription payments, including implementation costs of a
SBITA; and (4) requires note disclosures regarding a SBITA. To the extent relevant, the standards for
SBITAs are based on the standards established in Statement No. 87, Leases, as amended. GASB 96 is
effective for fiscal years ending September 30, 2023. Assets and liabilities resulting from SBITAs should
be recognized and measured using the facts and circumstances that existed at the beginning of the fiscal
year in which this Statement is implemented. Governments are permitted, but are not required, to
include in the measurement of the subscription asset capitalizable outlays associated with the initial
implementation stage and the operation and additional implementation stage incurred prior to the
implementation of this Statement. This statement had no impacts on the Town'’s financial statements.

The Governmental Accounting Standards Board has issued statements that will become effective in
future years. These statements are as follows:

GASB Statement No. 100, Accounting Changes and Error Corrections, This Statement establishes
accounting and financial reporting requirements for (a) accounting changes and (b) the correction of
an error in previously issued financial statements (error correction). This Statement defines
accounting changes as changes in accounting principles, changes in accounting estimates, and
changes to or within the financial reporting entity and describes the transactions or other events that
constitute those changes. This Statement prescribes the accounting and financial reporting for (1)
each type of accounting change and (2) error corrections. This Statement requires that (a) changes in
accounting principles and error corrections be reported retroactively by restating prior periods, (b)
changes to or within the financial reporting entity be reported by adjusting beginning balances of the
current period, and (c) changes in accounting estimates be reported prospectively by recognizing the
change in the current period. This Statement requires disclosure in notes to financial statements of
descriptive information about accounting changes and error corrections, such as their nature. In
addition, information about the quantitative effects on beginning balances of each accounting change
and error correction should be disclosed by reporting unit in a tabular format to reconcile beginning
balances as previously reported to beginning balances as restated. Furthermore, this Statement
addresses how information that is affected by a change in accounting principle or error correction
should be presented in required supplementary information (RSI) and supplementary information
(SI). The requirements of this Statement are effective for accounting changes and error corrections
made in fiscal years beginning after June 15, 2023, and all reporting periods thereafter.
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Notes to the Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued and Implemented Accounting Pronouncements (Continued)

GASB Statement No. 101, Compensated Absences, The objective of this Statement is to better meet
the information needs of financial statement users by updating the recognition and measurement
guidance for compensated absences. That objective is achieved by aligning the recognition and
measurement guidance under a unified model and by amending certain previously required
disclosures. The requirements of this Statement are effective for fiscal years beginning after
December 15, 2023, and all reporting periods thereafter.

The Town is evaluating the requirements of the above statement and the impact on reporting.

Note 2: DETAILED NOTES ON ALL FUNDS
Deposits and Investments

At September 30, 2023, $250,000 of the Town’s bank balances are covered by federal depository
insurance (FDIC). Monies invested in amounts greater than the insurance coverage are secured by the
qualified public depositories pledging securities with the State Treasurer in such amounts required by
the Florida Security for Public Depositories Act. In the event of a default or insolvency of a qualified
public depositor, the State Treasurer will implement procedures for payment of losses according to the
validated claims of the Town pursuant to Section 280.08, Florida Statutes.

The investing of public funds with the Florida State Board of Administration (SBA) - Local Government
Surplus Funds Trust Fund is governed by Section 218.407, Florida Statutes. The SBA is under regulatory
oversight of the State of Florida. The investment pool consists largely of corporate notes and
commercial paper. On September 30, 2023, the Town had $3,827,877 invested. The fair value of the
Town’s position in the pool is equal to the value of the pooled shares or net asset value.

Under GASB Codification 150: Investments, if a participant has an investment in a qualifying external
investment pool that measures for financial reporting purposes all of its investments at amortized cost
it should disclose the presence of any limitations or restrictions on withdrawals (such as redemption
notice periods, maximum transaction amounts, and the qualifying external investment pool’s authority
to impose liquidity fees or redemption gates) in notes to the financial statements. As of September 30,
2023, there were no redemption fees or maximum transaction amounts, or any other requirements
that serve to limit the Town’s access to 100 percent of their account value in either external investment
pool.

Deposits available within various funds were consolidated for investment purposes. Interest earned
was allocated to the various funds based on their average cash and investment balances.
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Note 2: DETAILED NOTES ON ALL FUNDS (Continued)
Deposits and investments (Continued)

Custodial credit risk — Custodial credit risk for deposits is the risk in the event of the failure of a
depository financial institution a government may not be able to recover deposits. Monies placed on
deposit with financial institutions in the form of demand deposits, time deposits or certificate deposits
are defined as public deposits. The financial institutions in which the Town places its deposits are
certified as “qualified public depositories,” as required under the Florida Security for Public Deposits
Act. For an investment, this is the risk that, in the event of the failure of the counterparty, the Town will
not be able to recover the value of its investments or collateral securities that are in the possession of
an outside party.

Interest rate risk — Interest rate risk is the possibility that interest rates will rise and reduce the fair value
of an investment. The Town’s investment policy limits interest rate risk by requiring that an attempt be
made to match investment maturities with known cash needs and anticipated cash flow requirements.
In addition, investments of current operating funds are required to have maturities of no longer than
twelve months.

Credit risk — Section 150: Investments of the GASB Codification requires that governments provide
information about credit risk associated with their investments by disclosing the credit rating of
investments in debt securities as described by nationally recognized statistical rating organizations.

Concentration risk — Section 150: Investments of the GASB Codification requires disclosures of
investments in any one issuer that represents five percent or more of total investments, excluding
investments issued or explicitly guaranteed by the U.S government, investments in mutual funds,
external investments pools and other pooled investments. The Town’s investment policy does not
address concentration risk.

Fair Value — GASB Codification Section 3100: Fair Value Measurements establishes a framework for
measuring fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
guoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements).
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Note 2: DETAILED NOTES ON ALL FUNDS (Continued)
Deposits and investments (Continued)

The three levels of the fair value hierarchy under the codification are described as follows:

Level 1 (L1): Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the Town has the ability to access.
Level 2 (L2):  Inputs to the valuation methodology include:

e quoted prices for similar assets or liabilities in active markets;
e quoted prices for identical or similar assets or liabilities in inactive markets;
e inputs other than quoted prices that are observable for the asset or liability;
e inputs that are derived principally from or corroborated by observable market
data by correlation or other means.
Level 3 (L3):  Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at September 30, 2023:

Investments excluded from fair value hierarchy
Weighted Average to

Investment type Fair Value Maturity (WAM) Rating Agency
SBA (Florida PRIME) $ 3,827,877 35 days AAAmM S&P
Total S 3,827,877
Accounts Receivable

All account receivables are shown net of an allowance for uncollectible accounts for the governmental
funds. The accounts receivable and allowance for uncollectible accounts at September 30, 2023, were
as follows.

Allowance for

Accounts Franchise Fees Uncollectible
Receivable Receivable Accounts Net
General Fund S 13,050 S 51,133 S - S 64,183
Total S 13,050 S 51,133 S - S 64,183

Accounts receivable of the General Fund usually consist of fines. There are no other reserves for
receivables recorded by the Town as of September 30, 2023.
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Capital Assets

Town of Sewall’s Point Florida
Notes to the Financial Statements

The following is a summary of changes in capital assets during the year ended September 30, 2023.

Beginning Ending
Balance Increases Decreases Balance

Governmental Activities
Capital assets, not being depreciated

Land 604,382 S 1,029,000 S - S 1,633,382

Construction-in-progress 172,053 243,374 - 415,427
Capital assets, not being depreciated 776,435 1,272,374 - 2,048,809
Capital assets, being depreciated

Buildings 418,518 1,141,805 - 1,560,323

Other improvements 232,404 49,051 - 281,455

Equipment 857,569 - - 857,569

Infrastructure 5,571,562 - - 5,571,562
Capital assets, being depreciated 7,080,053 1,190,856 - 8,270,909
Less accumulated depreciation for

Buildings (405,373) (11,777) - (417,150)

Other improvements (95,414) (10,954) - (106,368)

Equipment (416,047) (96,328) - (512,375)

Infrastructure (984,720) (270,679) - (1,255,399)
Total accumulated depreciation (1,901,554) (389,738) - (2,291,292)
Total capital assets being depreciated,

net 5,178,499 801,118 - 5,979,617
Governmental activities capital assets, net § 5,954,934 $ 2,073,492 $ - S 8,028,426
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Note 2: DETAILED NOTES ON ALL FUNDS (Continued)
Capital Assets (Continued)

Depreciation and amortization expense was allocated to the governmental functions in the statement
of activities as follows:

For the year ended September 30, 2023

Governmental activities

General government S 55,488
Public safety 31,847
Physical environment 302,403
Total depreciation expense - governmental activities S 389,738

Long-Term Debt

Public Improvement Revenue Note, Series 2022

On November 15, 2022, the Town issued a note for the purchase of 78 S. Sewall’s Point Road. The note
had an initial principal balance of $2,000,000 and an interest rate of 4.29% per annum. The note
requires bi-annual principal and interest payments of $75,390 due on June 1 and December 1 of each

year with a balloon payment of $1,723,598 due upon maturity. The note matures December 1, 2027.

The following is a summary of notes payable for the year ended September 30, 2023:

Governmental
Capital Improvement Note,
Series 2019
Year ending September 30, Principal Interest
2024 S 65,654 S 85,126
2025 68,772 82,008
2026 71,796 78,984
2027 74,952 75,828
2028 1,686,813 36,785
Total S 1,967,987 S 358,731
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Note 2: DETAILED NOTES ON ALL FUNDS (Continued)
Pledged Revenues
The Town has a revenue note outstanding at September 30, 2023, for which revenues of the Town have

been pledged for repayment. Revenue pledged to repay this obligation are non-ad valorem revenues
as follows:

Percentage
Future Current Current Year of Annual
Principal and Pledged Principal Debt Service
Term Interest Revenue and Interest Requirement
Governmental Activities
Public Improvement
Revenue Note 2027 $§ 2,326,718 S 2,718,927 S 75,390 2.8%

Changes in Long-Term Liabilities

Long-term liability activity for the year ended September 30, 2023 was as follows for governmental
activities:

Beginning Ending  Due Within
Balance Additions Reductions Balance One Year
Governmental activities
Notes payable S - $2,000,000 S (32,013) S 1,967,987 S 65,655
Total notes from direct borrowings: - 2,000,000 (32,013) 1,967,987 65,655
Compensated absences 61,706 117,898 (114,211) 65,393 26,157
Governmental activity
long-term liabilities S 61,706 $2,117,898 S (146,224) S 2,033,380 S 91,812

Compensated absences will be liquidated in future periods by the General Fund for governmental
activities.

Note 3: RETIREMENT PLAN
Defined Contribution Retirement Plan

General: The Town contributes to a defined contribution plan. A defined contribution plan provides
benefits in return for services rendered, provides an individual account for each participant and
specifies how contributions to the individual's account are to be determined instead of specifying the
amount of benefits the individual is to receive. Under a defined contribution plan, the benefits that a
participant will receive depend solely on the amount contributed to the participant's account and the
returns earned on investments of those contributions. American United Life Insurance Company, the
Plan's custodian, held no securities of the Town or other related parties during the year or as of the
close of the fiscal year.
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Note 3: RETIREMENT PLAN (Continued)

Defined Contribution Retirement Plan (Continued)

Eligibility, Vesting, and Contributions: Full time municipal employees of the Town may participate in the
plan upon employment. Contributions made by the Town vest 20% after two years of credited service,
plus 20% for each of the next four years of credited service. Contributions made by an employee vest
immediately and an employee who leaves the employment of the Town is entitled to the Town's
contributions ratably beginning after two years of credited service or their account may remain open
until retirement. The employee is also entitled to the Town's contributions if vesting requirements are
satisfied, plus interest earnings on their individual account. The Town is required to contribute 15% of
the employee's annual earnings as defined by the Plan. For the year ended September 30, 2023, the
Town contributed $125,007 to the Plan.

Forfeited Accounts: At separation of service, participants may choose to have their account remain in
the Plan or have their assets distributed or rolled over to another account. Upon distribution, a
participant's non-vested portion of his or her account is forfeited. These forfeitures are then allocated
to a suspense account and used to reduce, dollar for dollar, future employer contributions. There was
no balance in the forfeiture accounts at September 30, 2023.

Deferred Compensation Plan: Employees may also voluntarily contribute to a 457 Deferred
Compensation Plan. The contribution is based on various withholding percentages of those
individuals' current year covered payroll. Employee contributions are made each pay period and the
Town remits the contributions on their behalf.

Note 4: RISK MANAGEMENT

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters, for which the Town carries commercial insurance.
The Town also provides employee medical benefits through commercial insurance coverage. There
were no claims or reductions in insurance coverage from the prior year. The Town has not experienced
settlements in excess of insurance coverage during the past three years.
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Note 5: COMMITMENTS

The Town has an inter-local agreement with the City of Stuart for twenty-four hour fire-rescue
protection, fire inspections and emergency medical services through 2029. Fire and rescue services
totaled $548,767 for the year ended September 30, 2023. The annual payment will increase as disclosed
in the agreement. The following is a summary of future service payments under the inter-local
agreement as of September 30, 2023:

For the year ended September 30: Amount

2024 S 565,231
2025 763,061
2026 785,953
2027 809,532
2028 833,818
Thereafter 858,832
Total S 4,616,427

Note 6: SUBSEQUENT EVENTS
On October 11, 2023, a contract modification was approved by the Florida Division of Emergency

Management for the Town’s HMGP grant. The modification allowed the Town to claim an extra
$636,134, based on amounts spent in prior years, for drainage work on S. Sewall’s Point Road.

-38 -



REQUIRED SUPPLEMENTARY INFORMATION OTHER THAN
MANAGEMENT’S DISCUSSION AND ANALYSIS

-39.-



THIS PAGE IS INTENTIONALLY LEFT BLANK.

-40 -



Town of Sewall’s Point, Florida
Schedule of Revenues, Expenditures and Change in Fund
Balance — Budget and Actual: General Fund

Variance with

Final Budget
Original Final Positive
For the year ended September 30, 2023 Budget Budget Actual (Negative)
Revenues
Taxes S 2,572,340 S 2,572,340 S 2,615,267 S 42,927
Franchise fees/taxes 210,000 21,000 235,091 214,091
Licenses and permits 28,500 28,500 14,205 (14,295)
Intergovernmental 391,200 391,200 472,133 80,933
Fines and forfeitures 17,500 19,500 20,512 1,012
Investment earnings 5,000 125,000 173,251 48,251
Miscellaneous 11,500 63,450 58,329 (5,121)
Total revenues 3,236,040 3,220,990 3,588,788 367,798
Expenditures
Category
Administrative
General government 661,765 751,235 664,730 86,505
Public safety 1,781,920 1,791,920 1,640,625 151,295
Physical environment 284,705 307,410 313,265 (5,855)
Debt service principal - - 32,013 (32,013)
Debt service interest - - 43,377 (43,377)
Total expenditures 2,728,390 2,850,565 2,694,010 156,555
Net change in fund balance 507,650 370,425 894,778 524,353
Proceeds from issuance of debt - 2,000,000 2,000,000 -
Transfer out - (2,314,660) (2,314,660) -
Fund balance, beginning of the year 2,289,542 2,289,542 2,289,542 -
Fund balance, end of year S 2,797,192 S 2,345,307 S 2,869,660 S 524,353
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Town of Sewall’s Point, Florida
Notes to Budget

Note 1: BUDGETARY INFORMATION
Budgetary basis of accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
General Fund. The Town follows the procedures below in establishing the budgetary data reflected in
the accompanying financial statements:

1. Annually, the Town Manager submits to the Town Commission a proposed operating budget
for the ensuing fiscal year, commencing October 1. The operating budget includes proposed
expenditures and the means of funding them.

2. Public hearings are conducted to obtain taxpayer comments regarding the Town’s budget and
millage rate in accordance with Chapter 200 of the Florida Statutes.

3. Priorto October 1, the budget is legally enacted through passage of an ordinance. It is adopted
at the Town Commission level of government.

4. Annual appropriated budgets are adopted for the General Fund on a basis consistent with
accounting principles generally accepted in the United States of America.

5. The Town Commission may make, by ordinance, supplemental appropriations during the fiscal
year.

6. The Town’s budget is adopted on a basis consistent with generally accepted accounting
principles in the United States of America. The Town’s budgetary level of control is legally
maintained at the fund level.
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ADDITIONAL ELEMENTS REQUIRED BY GOVERNMENT AUDITING
STANDARDS AND THE RULES OF THE AUDITOR GENERAL
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Carr, Riggs & Ingram, LLC
215 Baytree Drive

CARR Melbourne, Florida 32940
RIGGS &
INGRAM 321.255.0088

CPAs and Advisors 386.336.4189 (fax)
CRlcpa.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and
Members of the Town Commission
Town of Sewall’s Point, 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, each major fund and the aggregate remaining fund information of the Town of Sewall’s Point,
Florida (the "Town"), as of and for the year ended September 30, 2023, and the related notes to the
financial statements, which collectively comprise the Town's basic financial statements, and have issued
our report thereon dated June 25, 2024.

Report on 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) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the 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 and therefore material weakness or significant deficiencies may
exist that have not been identified. We did identify a certain deficiency in internal control, 2023-001
that we consider to be a material weaknesses.
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MW 2023-001 Recording Revenue/Receivable

Condition: Grant receivables and revenue for an HMGP grant was recorded for $636,134 based on a
contract amendment that had not been approved by year-end. Revenue of $245,679 related to a
previously approved portion of the HMGP grant was recognized in revenue in fiscal year 2023 despite
not receiving the funds.

Criteria: Revenue should be recorded in the general ledger once the revenue has been earned. This
requires the approval of the amended portion of the contract and the receipt of cash on the
previously approved portion of the contract. Additionally, intergovernmental grant revenue should
include all amounts received within the Town’s period of availability.

Cause of condition: For the $636,134 in revenue/receivables, the HMGP grant agreement was signed
subsequent to year-end; therefore, the Town does not have a right to the revenue until fiscal year
2024. For $245,679, the amount was moved from unavailable revenue to revenue despite not
receiving the funds within the period of availability.

Potential effect of condition: Receivables and revenue were overstated, while deferred inflows were
understated.

Recommendation: Management should review amounts available for reimbursement at year-end to
determine what has been approved for the grant, and whether the funds were received within 60
days of year-end to determine if any of the amounts should be included in deferred inflows.

Management’s Response: The HMPG expenditures occurred in prior years, the basic matching
principal of general accepted accounting principles (GAAP) were applied. After discussions with the
auditors the Town modified the recognition to adhere to governmental accounting standards.
Recognizing the revenue in subsequent years will have no matching expenses. The Town will more
carefully apply governmental accounting standards in the future.

Report on 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 financial statements. 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.

Town of Sewall’s Point, Florida’s Response to Finding
Government Auditing Standard’s requires the auditor to perform limited procedures on the Town's
response to the finding identified in our audit and described above. The Town’s response was not

subjected to the other auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on the response.
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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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

I
&M,%ﬁy f (’,&q'mm, L.L.C
Melbourne, Florida
June 25, 2024
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INDEPENDENT AUDITOR’S MANAGEMENT LETTER

Honorable Mayor and
Members of the Town Commission
Town of Sewall’s Point, Florida

Report on the Financial Statements

We have audited the financial statements of the Town of Sewall’s Point, Florida as of and for the fiscal
year ended September 30, 2023 and have issued our report thereon dated June 25, 2024.

Auditor’s Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards and Independent Accountant’s Report on an
examination conducted in accordance with AICPA Professional Standards, AT-C Section 315,
regarding compliance requirements in accordance with Chapter 10.550, Rules of the Auditor General.
Disclosures in those reports, which are dated June 25, 2024, should be considered in conjunction with
this management letter.

Prior Audit Finding

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the preceding
financial audit report. The status of the finding and recommendation made in the preceding annual
financial audit report, is noted below:

2022 No. Description Status 2023 No. Year first reported
MW 2022-001 | Recording Grant | Revised/Repeated | 2023-001 2022
Receivable
2022-002 Journal Entry Cleared N/A 2022
Review
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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 legal
authority for the Town of Sewall’s Point, Florida is disclosed in the notes to the financial statements.
There are no component units of the Town.

Financial Condition and Management

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require us to apply appropriate
procedures and communicate the results of our determination as to whether or not the Town of
Sewall’s Point, Florida met one or more of the conditions described in Section 218.503(1), Florida
Statutes, and to identify the specific condition(s) met. In connection with our audit, we determined
that the Town of Sewall’s Point, Florida did not meet any of the conditions described in Section
218.503(1), Florida Statutes.

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the Town of Sewall’s Point, Florida. It is management's
responsibility to monitor the Town of Sewall’s Point, Florida's financial condition, and our financial
condition assessment was based in part on representations made by management and review of
financial information provided by same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we had no such
recommendations.

Additional Matters

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

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and Florida House of Representatives, the Florida Auditor
General, Federal and other granting agencies, the Town Commission, and applicable management,
and is not intended to be and should not be used by anyone other than these specified parties.

I
&ﬂh,"ﬂ%y f Ungran, L.L.C.
Melbourne, Florida
June 25, 2024
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Carr, Riggs & Ingram, LLC

215 Baytree Drive
C R I glé\ﬁg 2 Melbourne, Florida 32940
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INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH LOCAL GOVERNMENT
INVESTMENT POLICIES

Honorable Mayor and
Members of the Town Commission
Town of Sewall’s Point, Florida

We have examined the Town of Sewall’s Point, Florida’s compliance with the requirements of Section
218.415, Florida Statutes, Local Government Investment Policies, during the year ended September
30, 2023. Management of the Town of Sewall’s Point, Florida is responsible for the Town of Sewall’s
Point, Florida’s compliance with the specified requirements. Our responsibility is to express an
opinion on the Town of Sewall’s Point, Florida’s compliance with the specified requirements based on
our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and perform
the examination to obtain reasonable assurance about whether the Town of Sewall’s Point, Florida
complied, in all material respects, with the specified requirements referenced above. An examination
involves performing procedures to obtain evidence about whether the Town of Sewall’s Point, Florida
complied with the specified requirements. The nature, timing, and extent of the procedures selected
depend on our judgment, including an assessment of the risks of material noncompliance, whether
due to fraud or error. We believe that the evidence obtained is sufficient and appropriate to provide
a reasonable basis for our opinion. Our examination does not provide a legal determination on the
Town of Sewall’s Point, Florida’s compliance with specified requirements.

We are required to be independent and to meet our other ethical responsibilities in accordance with
relevant ethical requirements relating to the engagement.

In our opinion, the Town of Sewall’s Point, Florida complied, in all material respects, with the
requirements of Section 218.415, Florida Statutes, Local Government Investment Policies, for the year
ended September 30, 2023.

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

; I
G, Riggrr € Unguao, L.L.C.
Melbourne, Florida
June 25, 2024
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