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City of Daytona Beach Shores
“Life is Better Here”
Office of the Finance Director

March 18, 2026

To the Honorable Mayor, Members of the City Commission, and Citizens of the City of
Daytona Beach Shores:

State law requires that all general-purpose local governments publish within nine months of the close of each fiscal year a
complete set of financial statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified public accountants. Pursuant
to that requirement, we hereby issue the Annual Comprehensive Financial Report of the City of Daytona Beach Shores (the
City) for the fiscal year ended September 30, 2025.

This report consists of management’s representations concerning the finances of the City. Consequently, management
assumes full responsibility for the completeness and reliability of all the information presented in this report. To provide a
reasonable basis for making these representations, management of the City has established a comprehensive internal control
framework that is designed both to protect the City’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City’s financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the City’s comprehensive framework of internal controls has been designed to
provide reasonable, rather than absolute, assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all
material respects.

James Moore & Co., P.L., a firm of licensed certified public accountants has audited the City’s financial statements. The
goal of the independent audit was to provide reasonable assurance that the financial statements of the City for fiscal year
ended September 30, 2025, are free of material misstatement. The independent audit involved examining on a test basis,
evidence supporting the amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement presentation.

The independent auditors concluded, based upon the audit, that there was a reasonable basis for rendering an unmodified
opinion that the City’s financial statements for the fiscal year ended September 30, 2025, are fairly presented in conformity
with GAAP. The independent auditors’ report is presented as the first component of the financial section of this report.

GAAP requires management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately following the
report of the independent auditors.

Profile of Government
The City, incorporated in 1960, is located in the central part of the state, in Volusia County, Florida, on the Atlantic coast.
As Volusia County has exhibited rather dramatic growth over the past ten years, the City has proven to be an attractive

location for some of this growth. Because of the City’s proximity to the beach, its cooler summers and milder winters, and a
host of other positive features, the City attracts a significant tourist population throughout the year.
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The City currently occupies a land area of .90 square miles, serves a year-round population of 5,188 and, an estimated
“seasonal” population of over 15,000. The City is empowered to levy a property tax on both real and personal properties
located within its boundaries. It also is empowered by state statutes to extend its corporate limits by annexation, which
occurs periodically when deemed appropriate by the City Commission.

The City has operated under the commission-manager form of government since 1967. Policy-making and legislative
authority are vested in the City Commission consisting of the mayor, a vice-mayor, and three other members. The City
Commission is responsible, among other things, for passing ordinances, resolutions, adopting the budget, appointing
committees, and hiring both the City Manager and Attorney. The City Manager is responsible for carrying out the policies
and ordinances of the City Commission, for overseeing the day-to-day operations of the city and for appointing the heads of
various departments. The commission is elected on a non-partisan basis. Commission members serve four-year staggered
terms, with a city election held every two years. The mayor is elected to serve a four-year term.

The City provides a full range of services, including police, fire and rescue under a public safety operational methodology,
street maintenance, planning and zoning, parks and recreation, cultural events, economic development, and general
administrative services. In addition, sewer service is provided under an Enterprise Fund concept with user charges
established by the City Commission annually to ensure adequate coverage of operating expenses and payments on any
outstanding debt. The city provides sewer service outside the city limits to some Daytona Beach, Port Orange, and certain
unincorporated parts of Volusia County. The City contracts with a private enterprise for solid waste and recycling
collection.

The annual budget for the general fund, economic development fund, capital fund, and enterprise fund, consisting of an
operating fund, sewer impact fund, and capital fund, are all budgeted on an annual basis and serve as the foundation for the
City’s financial planning and control. There is a special revenue fund for public safety forfeiture funds and this fund is not
budgeted for on an annual basis per Florida Statute. All departments of the City are required to submit requests for
appropriation to the City Manager by June. The City Manager uses these requests as the starting point for developing a
proposed budget. The Commission receives the proposed budget and a workshop(s) are held in July; the City Commission
sets the millage rate by the second Commission meeting in August. The commission is required to adopt a final budget no
later than September 30. The appropriated budget is prepared by fund, function, and department. Department heads may
request the City Manager to make transfers of appropriations within their department (s). Effective with the approval of the
City Charter amendments in November 2008, the city commission is required to hold only one public hearing to adopt
and/or amend the annual budget, and all budget transfers are under the authority or delegated authority of the City Manager.
The General Fund budget-to-actual comparison is presented as part of required supplemental information immediately
following the notes to the financial statements.

Factors Affecting Economic Condition

The information presented in the financial statements is perhaps best understood when it is considered from the broader
perspective of the specific environment within which the city operates.

Local Economy: The City experienced a (3.2%) growth in gross taxable value of $2,302,445,485 in 2025 due to
normal inflationary measures. The City opted for the same rate as prior year of 4.5880 mills and using reserves to offset
capital improvement needs.

Permit and construction revenue has increased steadily due to Senate Bill 154 for structural assessments of condominiums.
Public Safety Grants exceeded budget estimates due to new immigration programs within the federal public safety area and
the Shores Public Safety being one of the first agencies to comply with the program. And, State revenue sharing increased
over budget as the City budgeted conservatively not knowing the impact of inflation on the area.

Long-Term Financial Planning: Long-term financial planning is incorporated into budgeting with the use of the
City’s four part fiscal strategy: (1) Controlling recurring expenses and long-term liabilities —insuring that such cost growth

does not outpace the growth of recurring revenue; (2) Providing for the future availability of current assets; (3) Avoiding
any structural fiscal imbalance; and, (4) Running government like a business, i.e., recognizing citizens and business owners
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as shareholders and taking actions appropriate to the protection of that part of their owners’ equity that is based on the
safety, attractiveness, and overall desirability of the living and business environments and a five-year capital budget. The
capital budget allows for the timely application for grant funding to assist in the costs associated with capital projects
necessary to maintain city services relied upon by not only city residents but visitors, businesses and neighboring city
residents. The capital plan will also incorporate various projects identified by various master plans the City has been
working on in FY25: parks, stormwater, and sewer, along with a resiliency study. The resiliency study identifies areas the
City may be vulnerable to flooding and sea level rise.

Relevant Financial Policies: The City’s investment policy is to minimize market risks while maintaining a
competitive yield on its portfolio. Accordingly, deposits are either insured by Federal Depository Insurance, collateralized
in Qualified Public Depositories (26.4%) in accordance with state statutes or invested in U.S. Treasury Securities (73.6%).
Very limited surplus funds (less than 0.01%) are invested in the Local Government Investment Pool (LGIP) administered by
the Florida State Board of Administration (SBA).

The City maintains an adequate fund balance to address unanticipated expenditures and emergency situations while
limiting the use for ongoing expenditures. The City Commission has set the minimum reserve limit to be no less than 50%
of the current year’s budgeted ad valorem tax revenues. Fund balance should only be relied upon for one-time outlays,
capital projects or emergency situations.

The City engages numerous policies and procedures to control financial risk, including incorporating a
comprehensive insurance program (i.e., Worker’s Compensation, property, liability, wind peril, and limited flood coverage),
and specific accident prevention training programs.

Awards: The Government Finance Officers’ Association of the United States and Canada (GFOA) awarded the
City a Certificate of Achievement for Excellence in Financial Reporting for its Annual Comprehensive Financial Report
(ACFR) for the fiscal year ended September 30, 2024. This was the fourth consecutive time the City has received this
prestigious award. In order to be awarded a Certificate of Achievement a government unit must publish an easily readable
and efficiently organized annual comprehensive financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year. It is our belief that our current annual comprehensive

financial report continues to meet the Certificate of Achievement Program’s requirements and we will be submitting it to
GFOA again this year.
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JAMESMOORE

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor, Members of City Commission, and City Manager,
City of Daytona Beach Shores, Florida:

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Daytona Beach Shores, Florida
(the City), as of and for the year ended September 30, 2025, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City, as of September 30, 2025, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (GAS), issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the City 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 the 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 City’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.



Auditors’ Responsibilities 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 auditors’ 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 GAAS and GAS 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 GAAS and GAS, 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 City’s internal control. Accordingly, no such opinion is expressed.

o 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 City’s 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 the management’s
discussion and analysis and required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information is the responsibility of
management and, 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s financial statements as a whole. The budgetary comparison schedule is presented for
purposes of additional analysis and is not a required part of the basic financial statements.

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

Other Information included in the Annual Comprehensive Financial Report

Management is responsible for the other information included in the annual comprehensive financial
report (ACFR). The other information comprises the introductory section and statistical section but does
not include the basic financial statements and our auditors’ 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 March 31,
2026, on our consideration of the City’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 solely 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 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 City’s

internal control over financial reporting and compliance.
/
&Au Mogne : b. " P.L.

Daytona Beach, Florida
March 31, 2026



City of Daytona Beach Shores, Florida
Management’s Discussion and Analysis

As management of the City of Daytona Beach Shores, we offer readers this overview and analysis of the
financial activities of the City for the fiscal year ended September 30, 2025, to assist the reader in focusing
on (1) significant financial issues, (2) the City’s financial activity, (3) changes in the City’s financial position,
(4) deviations from the approved budget, and (5) identification of fund level issues or concerns.

We encourage readers to consider the information presented here along with the additional information
provided in the letter of transmittal, the City’s basic financial statements, and the Required
Supplementary Information (RSI). Together with these other sections of this financial report the reader
can interpret the financial position of the City.

Fiscal Year Financial Highlights

Total assets including deferred outflows of resources of the City exceed its total liabilities including
deferred inflows of resources at the close of fiscal year by $69,669K (net position). This amount
includes $39,974K in capital assets and restricted and unrestricted net position of $2,914K and
$26,781K respectively.

The City’s total net position increased by $3,495K [5.3%] due to insurance payments for Hurricane
lan and public safety vehicles damaged in the line of duty [49.3%], FEMA payments for Hurricanes
lan, Nicole, and Milton [13.6%], an immigration grant from Homeland Security [6.9%], and
unspent budgeted appropriations. Of this amount, $2,685K was produced by governmental
activities while the business-type activities produced an increase of $810K which is anticipated for
future infrastructure. The city is currently in the engineering phase of a $31 million sewer
infrastructure upgrade including the master lift station, several other lift stations, the force main,
and manholes and gravity lines along Dunlawton.

Included in total net position is $8,383K in net pension liability for the City’s portion of the Florida
Retirement System’s (FRS) net pension liability. $8,063K is attributable to governmental activities
while $320K is Business-type activities. Although this FRS liability continues to be shown as a City
liability, the City is on a pay-as-you-go rate structure with FRS. Thus, the FRS pension “liability”
represents an actuarial estimate of the City’s portion of a future obligation of the FRS pension
fund, not an existing debt or claim on City cash.

City of Daytona Beach Shores’ governmental funds reported a combined ending fund balance of
$26,217K, an increase of $2,228K [9.3%] in comparison with the prior year. This increase is
attributable to the receipt of insurance proceeds of $1,722K for hurricane damages from lan and
damage to public safety vehicles in the line of duty. Another $290K is from better than anticipated
investment returns. Approximately 71.7% of the fund balance is unassigned and available for
spending at the City’s discretion. This amount is down from prior year due to an increase in
prepaid expenses for a new fire truck on order of $927k and the replacement of another fire truck
damaged in the line of duty of $481k after insurance proceeds. FY 25-26 budgeted reserve funds;
$3,461K for FY 25-26 budget, and $1,466 for capital versus a total of $4,576K for FY 24-25.

The City’s proprietary fund reported an ending net position of $16,969K, an increase of $810K
(5.0%) based on current activities. The increase is due to a commission approved increase to the
sewer rates of 5.75%. Approximately 73.7% of net position is unrestricted and available to be
utilized at the City’s discretion.



City of Daytona Beach Shores, Florida
Management’s Discussion and Analysis

e Economic development activities totaled $23K from current year lease subsidy grants for 5
businesses which includes two new businesses: Luna’s Cocina, LLC and Mythos Brew, LLC.

e City investments in U.S. Treasuries increased to $28,151K; within commission investment limits.
General Fund investments account for $19,048K or 67.7% of the investment total.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Daytona Beach Shores’
basic financial statements. These 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 City’s finances. The statement of net position presents
information on all of the City’s assets and liabilities, with the difference between the two 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 City is improving or deteriorating.

The statement of activities presents information showing how the City’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 franchise fees or earned but unsecured personal leave, etc.)

Both of the government-wide financial statements distinguish functions of the City principally supported
by taxes, licenses and permits, and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City include general government,
public safety, community services, economic development, and culture and recreation. The business-type
activities of the City include sewer operations.

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

Governmental Funds - Governmental funds are used to account for 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 city’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
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so, readers may better understand the long-term impact of the government’s near-term financing
decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City of Daytona Beach Shores maintains five 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 balances for the General Fund, and the Capital Improvement Fund
which are major funds. Data from the Contraband/Forfeiture Fund and Economic Development Fund are
combined into a single, aggregated presentation. Individual fund data for each non-major governmental
fund is provided in a combining statement.

The City of Daytona Beach Shores adopts an annual appropriated budget for its General, Special Revenue,
Capital Improvement, and Enterprise funds. Budgetary comparison schedules have been provided for the
City’s governmental funds to demonstrate compliance with this budget.

Proprietary Funds—The City of Daytona Beach Shores maintains one type of proprietary fund, which is
an Enterprise Fund. Enterprise Funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City of Daytona Beach Shores uses enterprise
funds to account for its sewer activities.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information of the sewer
activities which is a major fund of the City of Daytona Beach Shores.

Notes to the Financial Statements—The notes to the financial statements provide additional information
essential to a full understanding of the data provided in the government-wide and fund financial
statements. The notes present information about the City’s significant accounting policies, account
balances and activities, material risks, obligations, commitments, continencies and subsequent events, if
any.

Other Information—In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City’s schedule of contributions
and its progress in funding its obligations to provide pension and other postemployment benefits to its
employees. Required supplementary information can be found beginning on page 49 of this report.

Combining statements and other schedules referred to above in connection with non-major governmental
funds are presented immediately following the required supplementary information.

Government-wide Financial Analysis—As noted earlier, net position may serve over time as a useful
indicator of a city’s financial position. In the case of the City of Daytona Beach Shores, assets plus deferred
outflows of resources exceed liabilities plus deferred inflows of resources by $69,669K at the close of the
most recent fiscal year.
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A significant portion of the City of Daytona Beach Shores’ net position [57.4%)] reflects investment in
capital assets (e.g. land, buildings, equipment, leases, SBITA), less any related debt used to acquire those
assets that is still outstanding. The City of Daytona Beach Shores uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City’s
investment in capital assets is reported net of related debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities.

City of Daytona Beach Shores: Net Position (in 000’s)

September 30, 2025
Governmental Business-Type
Activities Activities Total

2025 2024 2025 2024 2025 2024

Current and other assets $27,322 S$25,156 S$13,424 S$13,119 540,746  $38,275
Capital assets 35,825 35,638 4,385 3,846 40,210 39,484
Total Assets $63,147 60,794 17,809 16,965 80,956 77,759
Deferred outflows of resources 2,362 2,647 137 142 2,499 2,789
Current and other liabilites 957 1,728 421 413 S 1,378 S 2,141
Long-term liabilities outstanding 10,110 10,634 402 394 10,512 11,028
Total Liabilities 11,067 12,362 823 807 11,890 13,169
Deferred inflows of resources 1,741 1,063 154 141 1,895 1,204
Net Position:
Invested in capital assets 35,589 35,188 4,385 3,846 39,974 39,034
Restricted 2,829 1,453 85 82 2,914 1,535
Unrestricted 14,282 13,374 12,499 12,231 26,781 25,605
Total Net Position $52,700 $50,015 $16,969 $16,159 69,669 $66,174

A portion of the City’s net position [4.2%)] represents resources that are subject to external restrictions on
how they may be used. The remaining [38.4%], $26,781K of net position is unrestricted and may be used
to meet the government’s ongoing obligations.

At the end of the current fiscal year, the City was able to report positive balances in all categories of net
position but the general fund which had a net change of ($139k), due to the timing of FEMA grant
reimbursements.
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The government’s general revenues increased 5 times over last year mainly due to insurance payments
for prior years hurricane damage and current year vehicle damage from incidents that happened in the
line of duty.

The increase in operating grants from prior year was due to non-recurring FEMA reimbursements from
Hurricane lan, Nicole, and Milton damage of $474k and Public Safety opioid, vest, and immigration grants
totaling $241k.

The increase in other miscellaneous revenue from prior year is from an increase in insurance payments
received for Hurricane lan, Nicole, and Milton, and vehicle damage from in the line of duty damages of
$1,722K.

The following table contains a summary of activities during the fiscal year ended September 30, 2025:

City of Daytona Beach Shores: Change in Net Position (in 000’s)

Governmental Business-Type
Activities Activities Total
2025 2024 2025 2024 2025 2024
Revenues:
Program Revenues:
Charges for services S 2910 S 2815 S 3,893 S 393 S 6,803 S 6,718
Operating grants & contributiong 793 162 . - 793 162
Capital grants & contributions - 1 8 15 8 16
General Revenues:
Property taxes 9,900 9,078 - - 9,900 9,078
Sales taxes 333 348 B B 333 348
Franchise & utility taxes 2,097 2,000 - - 2,097 2,000
Grants & contributions, not restricted 289 296 - - 289 296
Unrestricted investment earnings 976 1,071 394 484 1,370 1,555
Other miscellaneous 1,297 110 11 - 1,308 110
Total Revenues 18,595 15,881 4,306 4,402 22,901 20,283
Expenses:
General government 1,515 1,745 - - 1,515 1,745
Public safety 7,628 7,550 - - 7,628 7,550
Culture & recreation 1,558 1,441 - - 1,558 1,441
Community services 5,171 4,685 - - 5,171 4,685
Economic development 31 47 - . 31 47
Interest and other charges 7 20 - - 7 20
Sewer - - 3,496 3,619 3,496 3,619
Total Expenses 15,910 15,488 3,496 3,619 19,406 19,107
Increase (decrease) in net position 2,685 393 810 783 3,495 1,176
Net position, beginning of year 50,015 49,621 16,159 15,376 66,174 64,997
Net position, end of year $ 52,700 S 50,014 S 16,969 S 16,159 S 69,669 S 66,173

Governmental Activities—Governmental activities increased the City of Daytona Beach Shores’ net
position by $2,685K, accounting for 76.8% of the total growth in net position for the City. This increase is
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primarily the result of an increase in insurance (hurricanes & damaged vehicles) and grant (FEMA,

Homeland Security) reimbursements.

General Revenues by Source - Governmental
Activities
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UTILITY TAX
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Business-Type Activities—Business-type activities show an overall increase to net position of $810K

including capital contributions of $8K. The Sewer fund produced $413K in income before capital
contributions and grants.

$4,500

Business-Type Activities: Program Revenue & Expense
(in 000's)

$4,000 -
$3,500 -
$3,000 -
$2,500 -
$2,000 -
$1,500 -
$1,000 -

$500 -

$4,306 $3,893

$0

Sewer
ORevenue = Expense

-10 -




City of Daytona Beach Shores, Florida
Management’s Discussion and Analysis

Revenue by Source: Sewer Fund

Investment Capital

Contribution
0.2%

Charges for
Services
90.4%

Financial Analysis of the City’s Funds—As noted earlier, the City of Daytona Beach Shores uses fund
accounting to ensure and demonstrate compliance with finance related legal requirements.

Governmental Funds— The focus of the City’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
City of Daytona Beach Shores’ financing requirements. Fund balance may serve as a useful measure of
the City’s net resources available for spending at the end of a fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported a combined ending fund
balance of $26,217K, an increase of $2,228 [9.3%] in comparison with the prior year. This increase is
from the newly created capital improvement fund of $2,393K. Fund balance for the combined three (3)
governmental funds consist of:

e 53,461,400 or 13.2% assigned to the subsequent year’s capital improvement budget.

e 51,363,000 or 5.2% restricted by enabling legislation or other legal requirements imposed by
outside sources; law enforcement, road improvements, and domestic violence.

e 51,141,000 or 4.4% non-spendable relating to inventories and prepaid items. The new fire
truck on order for $927k

e 518,786,000 or 71.5% unassigned fund balance for cash flow, future capital projects,
emergencies-hurricanes or other unforeseen circumstances.

-11 -



City of Daytona Beach Shores, Florida
Management’s Discussion and Analysis

The General Fund is the chief operating fund of the City of Daytona Beach Shores. The general fund
balance decreased $139K during the year due to unreceived revenues-FEMA, and increases in material
costs due to inflation. At the end of the current fiscal year, fund balance of $213k was considered non-
spendable; $1,322k was restricted by legal requirements and $3,461k was assigned to the subsequent
year’s budget. Unassigned funds in the general fund were $18,786K at September 30, 2025.

A new fund was created this year, the Capital Improvement Fund to account for all capital
improvements each year. Funds remain in the fund for any projects not completed. This fund is
budgeted for during the budgetary process.

The Contraband/Forfeiture fund is non-major special revenue governmental fund with a restricted fund
balance of $41K at September 30, 2025. This fund is not budgeted for per Florida State Statute. Funds
must be approved by the City Commission throughout the year for expenditure.

Proprietary Funds—The City of Daytona Beach Shores’ proprietary fund provides the same type of
information found in the government-wide financial statements, but in more detail.

The unrestricted net position of the Sewer Fund at the end of the year amounted to $12,499K. The total
net position was $16,969K. Unrestricted net position increased by $267K [2.2%)].

General Fund Budgetary Highlights— The General Fund variances between the final budget and actual
amounts consisted of:

Revenues:

e ($725,000) Intergovernmental — The negative variance reflects anticipated FEMA
reimbursement for Hurricane lan and Milton that have not been obligated by FEMA as of year
end but has been turned in to FEMA for obligation.

e $182,000 Charges for Services - The positive variance reflects a 10.6% increase in garbage
and recycling revenue from an increase in services throughout the city due to an increase in the
number of visitors to the area.

e 5$290,000 Investment Earnings — The positive variance of 42.3% is due to conservative
earnings estimates based on the economic environment outlook at the time of budgeting for FY
24-25.

e 5$825,000 Insurance Proceeds — The positive variance is due to the city did not anticipate the

in-line of duty damages to vehicles (Firetruck totaled along with two patrol vehicles) caused by
others along with the additional cost reimbursement for walkovers damaged during Hurricanes
lan and Nicole.

Expenses:
e $547,000 General Government — The variance reflects cost savings for salaries and benefits

within the general government sector (Legislative, Executive, Finance, Planning, and IT) of
$177k, savings within the Legislative Department for marketing of $52k, Resiliency Study funds
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of $130k as the study will be completed in FY 25-26; S65k in savings from termination payouts
not utilized in FY 24-25, $30k in software/hardware; cost share savings for the telephone system
of $53k and legal publications of $40k. The city budgeted for a new phone system, but
improvements were completed with a cost savings.

$662,000 Public Safety — The variance reflects $313K in unspent program costs for salaries
and benefits; health insurance came in 14.6% below budget. $349k was due to unspent
budgeted operating costs; 12.1% in training costs utilized in FY 25-26, 53.7% in operating,
repairs and maintenance costs; 14% for the telephone system that did not need to be replaced

$540,000 Community Services — The variance reflects unspent program costs due to vacant
positions not yet filled (37.8%), savings in contract services due to not having to outsource
inspection services (34.4% and operating repairs, and maintenance (16.9%) not able to be
completed due to timing and lack of materials.
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General Fund Budget Variances

(in 000's)
Original Amended Variance from
Budget Budget Change  Actual Amended Budget
REVENUES & SOURCES
Taxes $ 11,194 $ 11,194 S - $11,301 S 107
Licenses & Permits 1,145 1,145 - 1,286 141
Intergov'tal 1,808 2,148 340 1,423 (725)
Charges for Services (Incl. Internal) 3,267 3,264 (3) 3,446 182
Fines 105 105 - 125 20
Investment earnings (loss) 685 685 - 975 290
Miscellaneous 10 10 - 31 21
Transfers Out - - - - -
Proceeds from sale of capital assets 10 10 - 27 17
Insurance proceeds 195 897 702 1,722 825
Issuance of long-term debt 11 11 - (11)
Transfers In 228 228 - (228)
Total Revenues & Sources $ 18,658 $19,697 S 1,039 S$20,336 S 639
EXPENSES & SOURCES
GeneralGov't § 2955 $ 3,034 S 79 S 2,487 S 547
Public Safety 7,431 7,468 37 6,806 662
Community Services 4,608 4,769 161 4,229 540
Culture & Recreation 1,292 1,300 8 1,271 29
Economic development 100 100 - 23 77
Debt Service Principal 291 237 (54) 214 23
Debt Service Interest 16 13 (3) 13 -
Transfers Out 5,345 7,343 1,998 5,562 1,781
Contingency 1,066 866 (200) - 866
Total Expenses $ 23,104 $ 25,130 $ 2,026 $20,605 S 4,525

Capital Assets—The City of Daytona Beach Shores’ investment in capital assets for its governmental and
business-type assets as of September 30, 2025, amount to $39,974K (net of accumulated depreciation,
debt for leases, and SBITA’s), an increase of $940K for the year. Governmental assets increased $187K,
while business-type assets increased $540K. This investment in capital assets includes land, buildings,
improvements other than buildings, equipment, construction in progress, and capitalized leases and
subscription-based information technology arrangements (SBITAs). The City’s ratio of accumulated
depreciation to total depreciable capital assets (excludes land and CIP) is 59.3%, up from 58.6% in the
prior year. The City’s asset capitalization threshold is $10K.
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City of Daytona Beach Shores’ Capital Assets (in 000’s)

Governmental Business-type
Activities Activities Total
2025 2024 2025 2024 2025 2024

Land & land improvements $ 15469 $15469 $ 239 $§ 239 $15709 S 15,709

Buildings 21,592 21,592 299 299 21,891 21,891

Improvements other than buildings 21,643 20,153 10,540 9,905 32,183 30,058
Equipment 5,880 4,648 2,106 2,104 7,986 6,752

Construction in progress 24 616 382 75 406 691

Right to Use Assets 815 853 - - 815 853

Accumulated depreciation (29,598) (27,693) (9,180) (8,776) (38,778) (36,469)
Total $35,825 $35638 S 4,38 S 3,846 $40,211 $ 39,484

Latest annual change § 187 S 540 S 727

Accumulated depreciation ratio
(excluding Land and CIP) 59.3% 58.6% 70.9% 71.3% 61.7% 61.2%

Additional information on the City of Daytona Beach Shores’ capital assets is provided in the Financial
Notes Section in Note 5 of this report.

Long-Term Debt— At the end of the current fiscal year, the City of Daytona Beach Shores had no debt;
the city is debt free per the commission-approved debt repayment plan in 2021.

Leases and Long-Term Liabilities — Long-term liability activity for the year decreased overall 10.8% due
to the decrease in all long term liabilities except compensated absences which have increased due to
the implementation of GASB 101.

City of Daytona Beach Shores’ Long-Term Liabilities and Leases (in 000’s)

Governmental Business-type
Activities Activities Total

2025 2024 2025 2024 2025 2024
Net FRS liability S 8,063 $ 9,502 S 321 S 347 S 8,384 $ 9,849
Long Term Debt - - - - - -
Leases payable S 117 § 248 S - S - S 117 S 248
SBITA payable ) 119 S 202 S - ) - S 119 S 202
Net OPEB liability 802 896 41 47 843 943
Compensated absences 1,010 487 40 19 1,050 506
Total $ 10,111 $11,335 S§ 402 S 413 S$ 10,513 $ 11,748
Change from prior year -10.8% -2.7% -10.5%
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Economic Factors and Next Year’s Budgets and Rates

e Property just values decreased 1.5% for tax roll 2025 and real estate sales have slowed due to
the 30-year borrowing rate and uncertainty in the economic outlook.

e Unemployment has increased to 4.9% in September 2025, a 25.6% increase over this time last
year.

e The city finished all damage repairs from Hurricanes lan, Nicole and Hurricane Milton affecting
the city from the end of 2024. Reimbursement requests from FEMA are affecting revenues
budgeted for 2026. The city has several projects unobligated by FEMA at this time.

e The non-voted ad-valorem tax rate for 2025/2026 remained at 4.5880 mils.

e Inflationary trends, limited inventory, and limited available contractors continue affecting the
supply and demand chain nationally as well as regionally.

These factors were considered in preparing the budget for the 2025-26 fiscal year.
Unassigned fund balance of the General Fund as of September 30, 2025, was $18,786K.

Sewer rates were increased modestly for fiscal year 2025-2026 to provide for adequate operational and
capital funding and to account for the increase in wastewater processing fees with the City of Port
Orange.

Requests for Information

This financial report is designed to provide a general overview of the City of Daytona Beach Shores’
finances for all those with an interest in the City’s finances. Questions concerning any of the information
provided in this report should be addressed to the City of Daytona Beach Shores, Finance Director, 2990
South Atlantic Avenue, Daytona Beach Shores, Florida 32118. Additional information can be found on
the Finance Department page on the city website at www.dbshores.org.
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CITY OF DAYTONA BEACH SHORES, FLORIDA

STATEMENT OF NET POSITION

SEPTEMBER 30, 2025
Governmental Business-type
Activities Activities Total
ASSETS
Equity in pooled cash and cash equivalents $ 5,887,957 $ 3,511,498 $ 9,399,455
Investments 19,048,408 9,102,226 28,150,634
Receivables, net 564,591 725,247 1,289,838
Lease receivable 154,260 - 154,260
Due from other governments 480,392 - 480,392
Inventories 46,256 - 46,256
Prepaid items and other assets 1,094,471 - 1,094,471
Deposits and other assets 300 - 300
Restricted assets:
Equity in pooled cash 45,552 84,475 130,027
Receivables, net - 550 550
Capital assets:
Capital assets, not being depreciated 15,493,439 621,303 16,114,742
Other capital assets, net of depreciation 20,331,109 3,763,994 24,095,103
Total assets 63,146,735 17,809,293 80,956,028
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 2,361,846 136,683 2,498,529
Total deferred outflows 2,361,846 136,683 2,498,529
LIABILITIES
Accounts payable and accrued liabilities 703,633 204,063 907,696
Deposits 4,308 217,315 221,623
Unearned revenue 249,007 - 249,007
Noncurrent liabilities:
Due within one year:
Leases and SBITA payable 201,769 - 201,769
Compensated absences 505,038 20,141 525,179
OPEB liability 77,031 3,969 81,000
Due in more than one year:
Leases and SBITA payable 33,790 - 33,790
Compensated absences 505,039 20,142 525,181
OPEB liability 724,935 37,158 762,093
Net pension liability 8,062,762 320,290 8,383,052
Total liabilities 11,067,312 823,078 11,890,390
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions 1,593,308 153,737 1,747,045
Deferred inflows related to leases 147,749 - 147,749
Total deferred inflows of resources 1,741,057 153,737 1,894,794
NET POSITION
Net investment in capital assets 35,588,989 4,385,297 39,974,286
Restricted for:
Law enforcement 41,244 - 41,244
Road improvements 1,321,068 - 1,321,068
Capital improvements projects 1,466,404 - 1,466,404
Sewer improvements - 85,025 85,025
Domestic violence 500 - 500
Unrestricted 14,282,007 12,498,839 26,780,846
Total net position $ 52,700,212 $ 16,969,161 $ 69,669,373

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF DAYTONA BEACH SHORES, FLORIDA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 1,515,610 $ 35,109 $ 6,890 $ 235 $ (1,473,376) $ - $ (1,473,376)
Public safety 7,628,047 201,412 240,702 - (7,185,933) - (7,185,933)
Community services 5,143,900 2,536,853 545,493 - (2,061,554) - (2,061,554)
Economic development 31,512 - - - (31,512) - (31,512)
Culture and recreation 1,584,579 136,347 - - (1,448,232) - (1,448,232)
Interest on long-term debt 7,056 - - - (7,056) - (7,056)
Total governmental activities 15,910,704 2,909,721 793,085 235 (12,207,663) - (12,207,663)
Business-type activities:
Sewer 3,495,596 3,892,610 - 8,285 - 405,299 405,299
Total business-type activities 3,495,596 3,892,610 - 8,285 - 405,299 405,299
Total primary government $ 19,406,300 $ 6,802,331 $ 793,085 $ 8,520 (12,207,663) 405,299 (11,802,364)
General revenues:
Property taxes 9,900,442 - 9,900,442
Sales taxes 333,119 - 333,119
Franchise fees and utility taxes 2,096,812 - 2,096,812
Grants, taxes, and contributions not restricted to specific programs 289,289 - 289,289
Investment earnings (loss) 976,151 394,083 1,370,234
Gain (loss) on disposition of capital assets 1,256,011 10,870 1,266,881
Miscellaneous revenues 40,576 - 40,576
Total general revenues and transfers 14,892,400 404,953 15,297,353
Change in net position 2,684,737 810,252 3,494,989
Net position - beginning of year 50,015,475 16,158,909 66,174,384
Net position - ending of year $ 52,700,212 $ 16,969,161 $ 69,669,373

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF DAYTONA BEACH SHORES, FLORIDA

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025
Nonmajor Total
Capital Contraband and  Governmental
General Projects Forfeitures Funds
ASSETS
Equity in pooled cash and cash equivalents $ 4,321,024 $ 1,566,933 $ 45,552 $ 5,933,509
Investments 19,048,408 - - 19,048,408
Receivables, net 564,591 - - 564,591
Due from other governments 480,392 - - 480,392
Lease receivable 154,260 - - 154,260
Inventories 46,256 - - 46,256
Prepaid items 167,256 927,215 - 1,094,471
Deposits and other assets 300 - - 300
Total assets $ 24,782,487 $ 2,494,148 $ 45,552 $ 27,322,187
LIABILITIES
Accounts payable and accrued liabilities $ 603,104 $ 100,529 $ - $ 703,633
Deposits - - 4,308 4,308
Unearned revenue 249,007 - - 249,007
Total liabilities 852,111 100,529 4,308 956,948
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to leases 147,749 - - 147,749
FUND BALANCES
Nonspendable:
Inventories 46,256 - - 46,256
Prepaid items 167,256 927,215 - 1,094,471
Restricted for:
Law enforcement - - 41,244 41,244
Road improvements 1,321,068 - - 1,321,068
Domestic violence 500 - - 500
Assigned to:
Capital projects 1,466,404 1,466,404
Subsequent year's budget 3,461,400 - - 3,461,400
Unassigned 18,786,147 - - 18,786,147
Total fund balances 23,782,627 2,393,619 41,244 26,217,490
Total liabilities and fund balances $ 24,782,487 $ 2,494,148 $ 45,552 $ 27,322,187

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF DAYTONA BEACH SHORES, FLORIDA
RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

Fund balances - total governmental funds

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

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds.
Total governmental capital assets 65,422,622
Less: accumulated depreciation/amortization (29,598,074)

On the governmental fund statements, a net pension liability is not recorded until an
amount is due and payable and the pension plan’s fiduciary net position is not sufficient
for payment of those benefits (no such liability exists at the end of the current fiscal
year). On the statement of net position, the City's net pension liability of the defined
benefit pension plans is reported as a noncurrent liability. Additionally, deferred
outflows and deferred inflows related to pensions are also reported.

Net pension liability (8,062,762)
Deferred outflows related to pensions 2,361,846
Deferred inflows related to pensions (1,593,308)

On the governmental fund statements, a total OPEB liability is not recorded unless an
amount is due and payable (no such liability exists at the end of the current fiscal
year). On the statement of net position, the City's total OPEB liability is reported as
a noncurrent liability. Additionally, deferred outflows and deferred inflows related to
OPEB are also reported.

Total OPEB liability

Long-term liabilities, including leases payable, are not due and payable
in the current period and, therefore, are not reported in the funds. These liabilities,
deferred outflows, and other debt-related deferred charges consist of the following:
Long-term debt (235,559)
Compensated absences (1,010,077)

Net position of governmental activities

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF DAYTONA BEACH SHORES, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2025

Revenues
Taxes
Permits and fees
Intergovernmental
Charges for services
Fines and forfeitures
Investment income
Miscellaneous

Total revenues

Expenditures

Current:
General government
Public safety
Economic development
Culture and recreation
Community services

Capital outlay

Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over

expenditures

Other financing sources (uses)

Transfers in
Transfers out

Proceeds from sale of capital assets
Proceeds from insurance recoveries
Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

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

Nonmajor Total
Capital Contraband and Governmental
General Projects Forfeitures Funds

$ 11,300,666 $ - $ - $ 11,300,666
1,286,062 - - 1,286,062
1,422,564 - - 1,422,564
3,445,839 - - 3,445,839
124,600 - 1,037 125,637
975,487 - 664 976,151
31,084 - - 31,084
18,586,302 - 1,701 1