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INDEPENDENT AUDITOR’S REPORT

To the Members
Florida Atlantic Research and Development Authority

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activities of the Florida
Atlantic Research and Development Authority (the “Authority”), as of and for the years ended
September 30, 2022 and 2021, and the related notes to the financial statements, which collectively
comprise the Authority'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
financial position of the business-type activities of the Authority, as of September 30, 2022 and 2021,
and the respective changes in financial position and cash flows thereof, for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

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 Authority 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 opinion.

Change in Accounting Principle

As described in Note 12 to the financial statements, in 2022, the Authority adopted new accounting
guidance, GASB Statement No. 87, Leases. Our opinion is not modified with respect to this matter.

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 Authority’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.

SOUTH FLORIDA BUSINESS JOURNAL

KMCcpa.com | 6550 N Federal Hwy, 4th Floor, Fort Lauderdale, FL 33308 Phone: 954.771.0896 Fax: 954.938.9353 ﬂ
Top 25 Accounting Firms | South Florida Business Journal Top 400 Accounting Firms in the U.S. | INSIDE Public Accounting

1 BEST PLACES TO WORK



Florida Atlantic Research and Development Authority

Auditor's 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 auditor’s report
that includes our opinion. 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:

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

° 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.

° 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 Authority’s internal control. Accordingly, no such
opinion is expressed.

° 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.

° Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Authority’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 on pages 4 through 8 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 13,
2023, on our consideration of the Authority’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 the Authority’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 Authority’s internal control over financial reporting and
compliance.

Kl Ml

KEEFE McCULLOUGH

Fort Lauderdale, Florida
April 13, 2023
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Florida Atlantic Research and Development Authority
Management's Discussion and Analysis
September 30, 2022 and 2021

Our discussion and analysis of Florida Atlantic Research and Development Authority’s (the
“Authority”) financial performance provides an overview of the Authority’s financial activities for
the years ended September 30, 2022 and 2021. Please read it in conjunction with the Authority’s
financial statements, which immediately follow this discussion.

Financial Highlights

The following are the highlights of financial activity for the year ended September 30, 2022 and
2021:

° The Authority’s total assets exceeded its liabilities, and deferred inflows
of resources, at September 30, 2022 and 2021 by $ 1,416,238 and
$ 1,149,091 respectively.

° The Authority’s total operating revenues for the years ended September
30, 2022 and 2021 were $1,409,652 and $ 1,352,957, respectively; a
majority of these operating revenues are derived from various rental
agreements. The remaining revenues consisted of grants, contributions
and other miscellaneous revenue. The Authority’s total expenses for the
years ended September 30, 2022 and 2021 were $1,146,854 and
$ 1,080,738, respectively.

° During the year 2022, the Authority implemented the provisions of GASB
Statement No. 87, Leases.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority's basic financial
statements. The basic financial statements are comprised of two components: 1) business-type
financial statements and 2) notes to the financial statements.

Basic Financial Statements: The basic financial statements, which consist of the statement of net
position; the statement of revenues, expenses, and changes in net position; and statement of cash
flows, are designed to provide readers with a broad overview of the Authority’s finances, in a
manner similar to a private business sector.

The statement of net position presents information on all the Authority’s assets, liabilities, and
deferred inflows of resources with the difference between the three 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 Authority is improving or deteriorating.

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

Notes to the Basic Financial Statements: The notes provide additional information that is essential
to a full understanding of the data provided in the basic financial statements.



Florida Atlantic Research and Development Authority
Management's Discussion and Analysis
September 30, 2022 and 2021

Financial Analysis

As noted earlier, net position over time, may serve as a useful indicator of financial position. The
following table presents a comparative analysis of the condensed statements of net position:

Assets:

Current assets S

Lease receivables, noncurrent
Capital assets, net

Total assets
Liabilities:
Current liabilities

Noncurrent liabilities

Total liabilities

Deferred Inflows of Resources

Net Position:

Net investment in capital assets
Restricted

Unrestricted

Total net position S

The following table presents comparative information of the condensed statements of revenues,

expenses, and changes in net position:

Revenues:
Operating
Non-operating

Total revenues
Expenses:
Operating
General and administrative
Program

Total expenses

Changes in net position

Net Position, Beginning of Year

Net Position, End of Year

2022

1,212,509
12,522,567
634,550

14,369,626

356,751

406,596

763,347

12,190,041

(11,079)

55,911

1,371,406

1,416,238

2022

1,409,652
4,349

1,414,001

397,792
459,667

289,395

1,146,854

267,147

1,149,091

1,416,238

2021,
as Restated

S 992,606
12,545,884
876,322

14,414,812

308,506
645,629

954,135

12,311,586

4,803
58,898
1,085,390

$ 1,149,091

2021,
as Restated

$ 1,352,957
30,352
1,383,309
399,144
386,877
294,717
1,080,738
302,571
846,520

S 1,149,091



Florida Atlantic Research and Development Authority
Management's Discussion and Analysis
September 30, 2022 and 2021

To better illustrate the Authority’s activity for fiscal years 2022 and 2021, the below charts have
been provided:

Operating Revenues:

Total 2022 Operating Revenues $ 1,409,652:

= Authority park leases,
including interest

= Technology Business
Incubator (Global Ventures)

® Grants, contributions and
other

Total 2021 Operating Revenues $ 1,352,957:

B Authority park leases,
including interest

u Technology Business
Incubator (Global Ventures)

B Grants, contributions and
other

Total operating revenues increased from year to year, mainly due to increased activity with
incubator tenants.



Florida Atlantic Research and Development Authority
Management's Discussion and Analysis
September 30, 2022 and 2021

Expenses:

Total 2022 Expenses: $ 1,146,854:

&
A

Total 2021 Expenses: $ 1,080,738:

® Operating Expenses

= General Administrative
Expenses

" Program Expenses

® Operating Expenses

B General Administrative
Expenses

= Program Expenses

Overall total expenses increased from year to year. The majority of this change is due to increased
payroll costs and incubator expenses compared to the prior year.



Florida Atlantic Research and Development Authority
Management's Discussion and Analysis
September 30, 2022 and 2021

Capital Assets

As of September 30, 2022, the Authority had an investment of capital assets of S 634,550. This
amount is net of accumulated depreciation/amortization of $613,474. This amount represents a
net decrease of $ 241,773 or 28%.

As of September 30, 2021, the Authority had an investment of capital assets of $ 876,322. This
amount is net of accumulated depreciation of $ 368,241. This amount represents a net decrease of
$ 232,314 or 21%.

Economic Factors

The full effects of the COVID-19 pandemic are not yet known, and it remains to be seen if
commercial office, lab, and R&D space will continue to be attractive to companies as remote
working becomes more efficient. Inflationary pressures throughout the economy make it more
expensive to retain high quality staff members, to run the Global Ventures incubator, and more
expensive for companies to lease space, making it a more challenging environment in which to
operate. However, with the increasing prominence of Florida as a business location and Florida
Atlantic as a high-quality research and education university, people and companies are attracted to
evaluate the Research Park and Global Ventures as business solutions.

Request for Information

This financial report is designed to provide a general overview of the Florida Atlantic Research and
Development Authority’s finances for all those with an interest. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to
Florida Atlantic Research and Development Authority, 3651 FAU Boulevard, Suite 400, Boca Raton,
FL 33431.
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Florida Atlantic Research and Development Authority
Statements of Net Position - Proprietary Fund
September 30, 2022 and 2021

Assets:

Current assets:
Cash, cash equivalents, and investments S
Rent receivables, net

Lease receivables
Prepaid expenses

Total current assets

Non-current assets:
Lease receivables, net of current portion
Capital assets (depreciable and amortizable), net of
accumulated depreciation and amortization

Total noncurrent assets
Total assets

Liabilities:
Current liabilities:
Accounts payable
Accrued expenses
Tenant deposits
Current portion of operating lease liability

Total current liabilities

Long-term liabilities:
Operating lease liability, net of current portion

Total liabilities

Deferred Inflows of Resources:
Deferred amount on lease receivables

Net Position:
Net investment in capital assets
Restricted
Unrestricted

Total net position S

2022

1,135,803
49,606
23,317

3,783

1,212,509

12,522,567

634,550
13,157,117

14,369,626

35,827
25,046
56,845

239,033

356,751

406,596

763,347

12,190,041

(11,079)
55,911

1,371,406

1,416,238

2021

931,602
36,403
21,378

3,223

992,606

12,545,884

876,322
13,422,206

14,414,812

22,572
18,888
41,156

225,890

308,506

645,629

954,135

12,311,586

4,803
58,898

1,085,390

1,149,091

The accompanying notes to financial statements are an integral part of these statements.
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Florida Atlantic Research and Development Authority
Statements of Revenues, Expenses, and Changes in
Net Position - Proprietary Fund

For the Years Ended September 30, 2022 and 2021

Revenues:

Operating:
Grants, contributions and other
Authority park leases, including interest
Technology business incubator (Global Ventures)

Total operating revenues
Expenses:
Operating:

Occupancy
Occupancy overhead

General and administrative:
Payroll costs and employee benefits
Other
Professional fees

Program:
Overhead
Incubator
Grants and other
Total expenses
Operating Income
Non-Operating Income

Changes in net position

Net Position, Beginning of Year, as Restated

Net Position, End of Year

2022

S 510,833
598,730

300,089

1,409,652

353,254
44,538

397,792

307,650
120,878
31,139

459,667

144,075
142,333
2,987

289,395
1,146,854

262,798

4,349

267,147

1,149,091

S 1,416,238

s

2021

499,569
639,144

214,244

1,352,957

358,265
40,879

399,144

204,142
143,914
38,821

386,877

135,758
93,459
65,500

294,717
1,080,738
272,219

30,352

302,571

846,520

1,149,091

The accompanying notes to financial statements are an integral part of these statements.
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Florida Atlantic Research and Development Authority
Statements of Cash Flows - Proprietary Fund
For the Years Ended September 30, 2022 and 2021

2022 2021
Cash Flows from Operating Activities:

Cash received from lessees S 801,138 S 720,547
Other operating cash receipts 598,730 499,569
Cash paid to suppliers and service providers (700,476) (685,644)
Cash paid to employees (493,092) (344,561)
Cash paid for grants (2,987) (65,500)

Net cash provided by (used in) operating activities 203,313 124,411

Cash Flows from Capital and Related Financing Activities:
Purchase of capital assets (3,461) (14,758)

Insurance proceeds 28,851
Net cash provided by (used in) capital and related
financing activities (3,461) 14,093
Cash Flows from Investing Activities:
Interest income received 4,349 1,501
Net cash provided by (used in) investing activities 4,349 1,501
Net increase (decrease) in cash, cash equivalents,
and investments 204,201 140,005
Cash, Cash Equivalents, and Investments, Beginning of Year 931,602 791,597
Cash, Cash Equivalents, and Investments, End of Year S 1,135,803 S 931,602

Reconciliation of Operating Income (Loss) to Net Cash

Provided by (Used In) Operating Activities:
Operating income (loss) S 262,798 S 272,219
Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:

Provision for depreciation and amortization 245,233 247,072
Provision for bad debt - 10,764
(Increase) decrease in assets:
Lease receivables 21,378 244,579
Rent receivables (13,203) (2,741)
Prepaid expenses (560) (2,647)
Increase (decrease) in liabilities:
Accounts payable 13,255 (14,649)
Accrued expenses 6,158 (27,344)
Tenant deposits 15,689 3,392
Operating lease liability (225,890) (215,983)
Deferred inflows related to lease receivables (121,545) (390,251)

Net cash provided by (used in) operating
activities S 203,313 S 124,411

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

11



Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 1 - Organization

The Florida Atlantic Research and Development Authority (the “Authority”) was created by
Ordinances No. 85-32 and 84-60 adopted September 24, 1985 and October 8, 1985 by Palm Beach
and Broward Counties, respectively, in accordance with Florida Statutes Section 159.703 for the
purposes of development, operations, management and financing of a research and development
park.

The Authority was established to promote scientific research and development in affiliation with
and related to the research and development activities of one or more institutions of higher
education for the purpose of fostering the economic development and broadening the economic
base of Palm Beach and Broward Counties.

The Authority’s seven (7) members are appointed officials. The boards of County Commissioners of
Palm Beach County and Broward County each appoint three (3) members who are private citizens
and residents in their respective county. The President of the Florida Atlantic University or his/her
designee is a permanent member of the Authority. The Authority is classified by the Office of the
Comptroller of the State of Florida as an Independent Special District.

For financial reporting purposes, the Authority includes the sole fund that it controls. There are no
dependent agencies, boards, commissions, component units or other authorities which are
controlled by or dependent upon the Authority.

Note 2 - Summary of Significant Accounting Policies

The accounting policies of the Authority conform to Generally Accepted Accounting Principles
(GAAP) as applicable to governments in accordance with those promulgated by the Governmental
Accounting Standards Board (GASB). The Authority’s significant accounting policies are described
below.

Basis of presentation: The Authority is engaged in a single business-type activity whose operations
are primarily supported by user fees and charges. The principal statements were prepared in
accordance with Government Accounting Standards Board (“GASB”) codification section 2100,
which establishes standards for defining and reporting of the financial reporting entity. The
Authority maintains a proprietary fund which reports transactions related to activities similar to
those found in the private sector. As such, the Authority presents only the statements required of
enterprise funds, which include the statement of net position, statement of revenues, expenses,
and changes in net position, and statement of cash flows.

Measurement focus and basis of accounting: Basis of accounting refers to the point at which
revenues or expenses are recognized in the accounts and reported in the basic financial
statements. It relates to the timing of the transactions regardless of the measurement focus
applied.

The Authority’s financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Under this method, revenue is recorded when earned
and expenses are recorded when a liability is incurred.

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

Rent receivables: Receivables consist of charges to customers for rent of facilities. Management
periodically reviews the rent receivable balances and provides an allowance for accounts which
may be uncollectible. At September 30, 2022 and 2021 the Authority had an allowance for
uncollectible accounts of $ 6,682 and $ 7,938, respectively.

12



Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)

Prepaid expenses: Prepaid expenses are recorded as assets when initial payment is made. Each
asset is then charged off against operations in the period benefitted.

Capital assets: Capital assets, which include leasehold improvements, computers and office
equipment, and signs, are reported in the statements of net position. The Authority capitalizes all
property and equipment with a cost in excess of $ 2,500 and an estimated life greater than one
year. All capital assets are valued at historical cost or estimated cost if actual historical cost is not
available.

Depreciation of capital assets is calculated using the straight-line method over the assets’
estimated service lives, ranging from 3 to 30 years.

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

The Authority has recorded a right to use lease asset as a result of implementing GASB 87. The right
to use asset is initially measured at an amount equal to the initial measurement of the related lease
liability plus any lease payments made prior to the lease term, less lease incentives, and plus
ancillary charges necessary to place the lease into service. The right to use asset is amortized on a
straight-line basis over the life of the related lease.

Deferred inflows of resources: In addition to assets, the statement of financial position will
sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net assets that
applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until
then. The Authority has one item that qualifies for reporting in the category. The Authority reports
a deferred amount on lease receivables on the statement of net position.

Compensated absences: The Authority maintains personnel records that allow it to determine the
cumulative number of compensatory time, sick days and vacation days available to its employees.
This allows the Authority to determine its future liability for these compensated absences. As of
September 30, 2022, and 2021, the amount accrued in the Statement of Net Position - Proprietary
Fund was approximately $ 8,100 and $ 7,100, respectively.

Net position: Net position is classified in three categories. The general meaning of each is as
follows:

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

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

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

13



Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)

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

Grants: Grants are recorded when amounts are considered earned or deliverables are met by the
Authority, based on the terms of the award.

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

Date of management review: Subsequent events were evaluated by management through April
13, 2023, which is the date the financial statements were available to be issued.

Note 3 - Deposits and Investments

Cash: The Authority’s deposits must be placed with banks and savings and loans which are qualified
as public depositories prior to receipt of public monies under Chapter 280, Florida Statutes. These
deposits are insured by the FDIC up to $ 250,000. Monies deposited in amounts greater than the
insurance coverage are secured by the banks pledging securities with the State Treasurer in the
collateral pool. At September 30, 2022, the carrying amount of the Authority’s bank deposits was
S 764,558 and the bank balance was $ 762,613. At September 30, 2021, the carrying amount of the
Authority’s bank deposits was $ 560,512 and the bank balance was $ 560,512.

Investments: The investment of funds is authorized by Florida Statutes, which allows the Authority
to invest, among other instruments, in the Local Government Surplus Funds Trust or any
intergovernmental investment pool authorized pursuant to the Florida Interlocal Cooperation Act,
SEC registered money market funds with the highest credit quality rating, interest-bearing time
deposits or savings accounts in qualified public depositories and direct obligations of the United
States Treasury.

As of September 30, 2022, and 2021, the Authority’s investments of $ 371,245 and $ 371,090,
respectively, is comprised of Florida PRIME, measured at amortized cost.

Credit risk: Credit risk exists when there is a possibility the debt issuer may be unable to fulfill its
obligations. This risk is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Florida PRIME is rated AAAm by Standard and Poor’s.

Interest rate risk: Interest rate risk exists when there is a possibility that changes in interest rate
could adversely affect the fair value of the investments. The dollar weighted average days to
maturity (WAM) of Florida PRIME at September 30, 2022 is 21 days.

Custodial credit risk: Custodial credit risk for deposits is the risk that in the event of the failure of a
depository financial institution, an entity will not be able to recover its deposits or will not be able
to recover collateral securities that are in the possession of an outside party. It is the Authority’s
policy to require that time deposits in excess of FDIC insurable limits be secured by collateral or
private insurance to protect public deposits in a single financial institution if it were to default.
Under Florida statutes, Chapter 280, Florida Security for Public Deposits Act, the State Treasurer
requires all qualified public depositories to deposit with the Treasurer or another banking
institution eligible collateral. Eligible collateral is dependent upon the depository institution’s
financial history and its compliance with Florida Statutes, Chapter 280. In the event of a failure of a
qualified public depository, the remaining public depositories would be responsible for covering
any resulting losses.

14



Florida Atlantic Research and Development Authority

Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 3 - Deposits and Investments (continued)

The custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty (for example, a broker-dealer) to a transaction, an entity will not be able to recover
the value of its investments or collateral securities that are in the possession of another party. As
applicable, the investments are held by the Authority’s custodial institutions and registered in the

Authority’s name.

Foreign currency risk: Florida PRIME was not exposed to any foreign currency risk during the

period from October 1, 2021 through September 30, 2022.

Note 4 - Capital Assets

The following is a summary of changes in capital asset balances for the year ended September 30,

2022:
Balance at Balance at
October 1, September 30,
2021 Additions Deletions 2022
Business-Type activities:
Capital assets being depreciated/amortized:
Leasehold improvements S 94,144 - - 94,144
Computers and office equipment 38,084 3,461 - 41,545
Signs 24,833 - - 24,833
Intangible right of use:
Incubator space 1,087,502 - - 1,087,502
Total capital assets being
depreciated/amortized 1,244,563 3,461 - 1,248,024
Accumulated depreciation/amortization:
Leasehold improvements 91,381 1,886 - 93,267
Computers and office equipment 27,754 3,002 - 30,756
Signs 11,833 3,072 - 14,905
Intangible right of use:
Incubator space 237,273 237,273 - 474,546
Total accumulated depreciation/amortization 368,241 245,233 - 613,474
Business-type activities
capital assets, net S 876,322 (241,772) - 634,550
Depreciation expense is charged to the following functions:
Business-type activities S 245,233

15



Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 4 - Capital Assets (continued)

The following is a summary of changes in capital asset balances for the year ended September 30,
2021:

Balance at
October 1, Balance at
2020, as September 30,
Restated Additions Deletions 2021
Business-Type activities:
Capital assets being depreciated/amortized:
Leasehold improvements S 94,144 S - S - S 94,144
Computers and office equipment 30,986 7,098 - 38,084
Signs 17,173 7,660 - 24,833
Intangible right of use:
Incubator space 1,087,502 - - 1,087,502
Total capital assets being
depreciated/amortized 1,229,805 14,758 - 1,244,563
Accumulated depreciation/amortization:
Leasehold improvements 86,073 5,308 - 91,381
Computers and office equipment 25,273 2,481 - 27,754
Signs 9,823 2,010 - 11,833
Intangible right of use:
Incubator space - 237,273 - 237,273
Total accumulated depreciation/amortization 121,169 247,072 - 368,241
Business-type activities
capital assets, net S 1,108,636 S (232,314) S - S 876,322

Depreciation expense is charged to the following functions:

Business-type activities S 247,072

—_—t

Note 5 — Land Leases

Boca Park Land Lease: Effective October 23, 1986, the Authority entered into a lease agreement
with the Board of Trustees (the “Trustees”) of the Internal Improvement Trust Fund of the State of
Florida (the “State”) to lease approximately 52 acres of land owned by the State of Florida in Palm
Beach County (the “Boca Park”). In accordance with Florida Statutes Section 159.705 (10), the land
is to be used as a research and development park. Effective April 18, 1990, the lease was amended
to extend the lease term for an additional forty-eight (48) years, with a revised termination date of
October 2085.

Effective July 18, 2001, the Authority entered into an additional lease agreement with the Trustees
to lease approximately 17 acres of additional adjacent land owned by the State, in accordance with
Section 159.705 (10), Florida Statutes, for use as a research and development park. This agreement
also has an expiration date of October 2085.

The leases require no annual lease payments throughout the ninety-nine (99) year term and
expiring in October 2085.
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Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 5 - Land Leases (continued)

Use and Control of Boca Park Land: The Boca Park was created for the purpose of promoting
scientific research and development in affiliation with and related to the research and
development activities of one or more state-based, accredited, public or private institutions of
higher education; and for the purpose of financing and refinancing capital projects related to
establishment of a research and development park in affiliation with one or more institutions of
higher education, including facilities that complement or encourage the complete operation
thereof as defined by, and in the manner provided by, the Florida Industrial Development Financing
Act. The Authority is authorized to sublease the Boca Park land to third parties in accordance with
the Conceptual Plan of Development, which has been approved by the Trustees. The Authority has
full and sole control of and responsibility for the development, subleasing, management and use of
the Boca Park land.

Upon the expiration or termination of the lease agreements, all improvements upon Boca Park land
shall become and be the property of the Trustees and title thereto.

Boca Park Land Sublease: Effective May 1, 1991, and subsequent amendments, the Authority
entered into a non-cancellable sublease agreement for approximately 39 acres of Boca Park land,
with Boca Research Park Ltd., (the “Boca Park Lessee”). In addition to this sublease, the Authority
entered into additional subleases with the Boca Park Lessee in July 2006 and 2007 for
approximately 5 and 4 acres, respectively. All of the subleases with the Boca Park Lessee are set to
expire at various times through October 2085.

Rent: Base rent for each lease term year is $ 0.075 per square foot of land, subject to annual
increases based on the Consumer Price Index (hereafter the “minimum rent”). However, for land
subleased to a third party by the Boca Park Lessee, base rent is equal to the aggregate of (i) the
lesser of (1) 10% of the “Lessee’s Gross Rent” for such lease year or (2) minimum rent per square
foot of land subleased; plus (ii) 40% of the Lessee’s gross rent received for and during such lease
year by the Boca Park Lessee in excess of $ 0.75 per square foot of land subleased. In addition to
the base rent, the Boca Park Lessee is responsible for all taxes, costs, fees, and other charges
associated with the land and any improvements thereon.

On the last day of the term or any earlier termination of these subleases, the Boca Park Lessee will
surrender title to all buildings, equipment and other improvements developed, constructed or
installed on the Boca Park land to the Authority. For and during the term of these subleases, all
buildings, equipment and other improvements will constitute separate property of the Boca Park
Lessee.

In addition, the Authority subleases approximately 4 acres to the ARC of Palm Beach County and the
Boca Raton Airport Authority.

Deerfield Park Land Lease: Effective June 4, 2003, the Authority entered into a lease agreement
with the City of Deerfield Beach (the “City”) to lease approximately 10 acres of land (the “Deerfield
Park”), which is owned by the City. On May 16, 2004, the Authority exercised the option to lease
approximately 4 additional acres of land from the City. The leases require annual lease payments of
S 1, for a term of ninety-nine (99) years, terminating in June 2102.
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Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 5 - Land Leases (continued)

Use and Control of Deerfield Park Land: The Deerfield Park was created for the purpose of
promoting scientific research and development in affiliation with and related to the research and
development activities of one or more state-based, accredited, public or private institutions of
higher education; and for the purpose of financing and refinancing capital projects related to
establishment of a research and development park in affiliation with one or more institutions of
higher education, including facilities that complement or encourage the complete operation
thereof as defined by, and in the manner provided by, the Florida Industrial Development Financing
Act. The Authority is authorized to sublease the Deerfield Park land to third parties. The Authority
has full and sole control of and responsibility for the development, subleasing, management and
use of the Deerfield Park land.

Upon the expiration or termination of the lease agreements, all improvements upon the Deerfield
Park shall become and be the property of the City and title thereto.

Deerfield Park Land Sublease: Effective June 4, 2003, and subsequent amendments, the Authority
entered into a non-cancelable sublease agreement for a total of approximately 14 acres of
Deerfield Park with Deerfield Research Park, Ltd. (the “Deerfield Park Lessee”). The sublease with
the Deerfield Park Lessee is set to expire June 3, 2102.

Rent: Base rent is equal to approximately $0.35 per square foot of land, subject to annual
increases based on the Consumer Price Index. In addition to the base rent, the Deerfield Park
Lessee is responsible for all taxes, costs, fees, and other charges associated with the land and any
improvements thereon. Development of the Deerfield Park has been divided into four different
projects, in which base rent is divided into separate sections: Phase 1, Phase 2, Phase 3 were
assigned to People’s Trust and Parcel 4 remained with the Deerfield Park Lessee.

During 2022, the Authority and the City automatically terminated Parcel 4 lease in accordance with
the provisions of the lease contract.

On the last day of the term or any earlier termination of this sublease, the Deerfield Park Lessee
will surrender title to all buildings, equipment and other improvements developed, constructed or
installed on the Deerfield Park land to the Authority. For and during the term of these subleases,
all buildings, equipment and other improvements will constitute separate property of the Deerfield
Park Lessee.

For the year ended September 30, 2022, the Authority reported lease revenue of $ 221,712 and
lease interest revenue of S 377,018 related to lease payments received. The lease receivable is
measured at the present value of the future minimum rent payments expected to be received
during the lease term at a discount rate of 3%. These leases are estimated and summarized as

follows:
Lease
Lease Lease Interest
Lease Receivable Revenue Revenue
Boca Park S 7,936,946 S 129,843 S 238,332
Deerfield Park 4,608,938 91,869 138,686
S 12,545,884 S 221,712 S 377,018
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Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 5 — Land Leases (continued)

For the year ended September 30, 2021, the Authority reported lease revenue of $ 261,486 and
interest revenue of $ 377,658 related to lease payments received. These leases are estimated and
summarized as follows:

Lease
Lease Lease Interest
Lease Receivable Revenue Revenue
Boca Park S 7,944,400 S 129,843 S 238,555
Deerfield Park 4,622,862 131,643 139,103

S 12,567,262 S 261,486 S 377,658

Note 6 - Incubator Lease

In previous years, the Authority, as lessee, entered into lease agreements for space in the
Technology Business Incubator (the “Incubator”) with Boca R&D Project 7, LLC., which subleases
space from the Boca Park Lessee within the Boca Park. Since the initial agreement in 2000, the
Authority has amended the agreement, increasing their space from 10,805 to 13,852 square feet,
and extended the term of the lease until April 30, 2025 with an option to renew for an additional
60 months. The Authority lease the space noted above, at which the lease agreements specify that
the current base rent is $ 18.12 per square foot and is to be adjusted annually by the inflation rate
up to 2.50%. In addition to the base rent, the Authority is also responsible for its proportionate
share of operating costs and common area maintenance (CAM).

This agreement qualifies as other than short-term lease under GASB 87 and; therefore, has been
recorded at the present value of the estimated future minimum lease payments as of the
implementation date of September 30, 2020.

As of September 30, 2022 and 2021, the net book value of the leased facility is approximately
$ 613,000 and S 850,300. Amortization of the leased facility is included with depreciation expense.
As of September 30, 2022 and 2021, the value of the lease liability is $ 645,629 and $ 871,519 with
an interest rate of 3%.

The following is an estimated schedule of approximate minimum future base rent payments under
the terms of the incubator lease:

Year Ending
September 30, Principal Interest Total
2023 S 239,033 S 16,121 S 255,154
2024 252,716 8,763 261,479
2025 153,880 1,551 155,431

S 645,629 S 26,435 S 672,064
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Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 6 - Incubator Leases (continued)

The change in the Authority’s long-term liabilities related to the lease liability for the fiscal year
ended September 30, 2022, is as follows:

Balance at Balance at Amount
October 1, September 30, Due Within
2021 Additions Deletions 2022 One Year
Lease - incubator S 871,519 S - S 225,890 S 645,629 S 239,033

The change in the Authority’s long-term liabilities related to the lease liability for the fiscal year
ended September 30, 2021, is as follows:

Balance at
October 1, Balance at Amount
2020, as September 30, Due Within
Restated Additions Deletions 2021 One Year
Lease - incubator S 1,087,502 S - S 215,983 S 871,519 S 225,890

Note 7 - Incubator Subleases

The Authority, as lessor, subleases its leased spaces to various research and development
technology companies on a month-to-month basis. Base rent for the subleased spaces is
dependent on the square footage of the space being leased and is increased annually based on the
lease agreements mentioned in Note 6. In addition to the base rent, the various technology
companies are also responsible for other operating costs and common area maintenance. The
revenue from these leases and their relating additional costs for the year ended September 30,
2022 and 2021, totaled approximately $ 300,000 and $ 214,000, respectively.

Note 8 - Defined Contribution Plan

The Authority participates in a multi-employer defined contribution plan (the “Plan”) - the 401(a)
Plan under the Florida Municipal Pension Trust Fund. This plan is available to all employees and
provides for voluntary employee contributions as well as matching employer contribution of up to
4% of employee salary. The Authority made contributions to the Plan of approximately S 12,600
and $ 10,300 for the years ended September 30, 2022 and 2021, respectively, which are included in
employee benefit costs. The Plan is administered by the Florida League of Cities.

Note 9 - Related Party Transactions

In 1998, the Florida Atlantic University Research and Development Park Maintenance Association,
Inc. (“the Association”) was incorporated. The Association’s Articles of Incorporation provides that
the Authority appoint two (2) of its seven (7) members to manage the affairs of the Association.
The by-laws of the Association give them the powers to make application to the Authority for funds
to support, and to defray expenses and costs of the research and development functions of the
Association. Since the incorporation, no such application has been made.

During the year, the Authority leased property at standard rates to a company, whose principal
owner is a member of the board.
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Florida Atlantic Research and Development Authority
Notes to Basic Financial Statements
September 30, 2022 and 2021

Note 10 - Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The Authority obtains its general
liability, property and worker’'s compensation insurance coverage through the Florida Municipal
Investment Trust, a program sponsored and administered by the Florida League of Cities. The
Florida Municipal Investment Trust (FMIT) is a risk pool that assumes risk of loss for all participating
members. The members are subject to additional premiums in the event the risk pool requires
additional funding to satisfy all claims. There have been no settlements or claims in the last three
years.

Note 11 - Contingencies

Grants are subject to annual renewal and periodic amendment and require the fulfillment of
certain conditions as set forth in the instrument of award. Failure to fulfill the conditions could
result in the return of the funds to the grantor agency. If any expenses are disallowed by the
grantor as a result of such an audit, any claim for reimbursement to the grantor agencies becomes
a liability of the Authority.

Note 12 - Change in Accounting Principles and Restatement

For 2022, the Authority implemented Government Accounting Standards Board (GASB) Statement
No. 87, Leases. GASB Statement No. 87 enhances the relevance and consistency of information of
the Authority’s leasing activities. It establishes requirements for lease accounting based on the
principle that leases are financing of the right to use an underlying asset. A lessee is required to
recognize a lease liability and an intangible right to use lease asset, and a lessor is required to
recognize a lease receivable and a deferred inflow of resources. These changes were incorporated
in the Authority’s 2022and 2021 financial statements and had the following effect on the beginning

net position.

Net position, September 30, 2020 S 594,679

Adjustments:
Net book value - right of use leased asset 1,087,502
Lease liability (1,087,502)
Other liabilities, net 142,670
Lease receivables 12,811,841
Deferred inflows of resources (12,702,670)

Restated net position, September 30, 2020 S 846,520
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members
Florida Atlantic Research and Development Authority

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 business-type
activities of the Florida Atlantic Research and Development Authority (the “Authority”), as of and for
the year ended September 30, 2022, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements, and have issued our report thereon
dated April 13, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’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 opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

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

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

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’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.

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
entity’s internal control or on compliance. This report is an integral part of an audit performed in

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

Kafy MeCaltugh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
April 13, 2023
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MANAGEMENT LETTER IN ACCORDANCE WITH THE RULES OF
THE AUDITOR GENERAL OF THE STATE OF FLORIDA

To the Members
Florida Atlantic Research and Development Authority

Report on the Financial Statements

We have audited the financial statements of the Florida Atlantic Research and Development Authority
(the “Authority”), as of and for the fiscal year ended September 30, 2022, and have issued our report
thereon dated April 13, 2023.

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 Reports 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 April 13, 2023, should be considered in conjunction with this
management letter.

Prior Audit Findings

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

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. The Florida Atlantic
Research and Development Authority was established in 1985 under the provisions of Chapter 159 of
the laws of the State of Florida. The Authority does not have any component units.
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Florida Atlantic Research and Development Authority

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 the whether or not the Authority
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 Authority 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 Authority. It is management’s responsibility to monitor the
Authority’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 did not have
any such recommendations.

Specific Information

As required by Section 218.39(3)(c), Florida Statutes, and Sections 10.554(1)(i)6 and 10.554(1)(i)7,
Rules of the Auditor General, the Authority reported the specific information in Exhibit 1 accompanying
this report. The information for compliance with Section 218.39(3)(c), Florida Statutes and Sections
10.554(1)(i)6 and 10.554(1)(i)7, Rules of the Auditor General, has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not express
an opinion or provide any assurance on it.

Additional Matters

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

Purpose of this Letter

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

Broward Counties, Florida, the members of the Authority, and applicable management, and is not
intended to be and should not be used by anyone other than these specified parties.

Ky MCobagh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
April 13, 2023
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Exhibit 1

Data Elements Required By Section 218.39(3)(c), Florida Statutes and
Sections 10.554(1)(i)6 and 10.554(1)(i)7, Rules of the Auditor General
(Unaudited)

Data Element Comments
Number of district employees compensated at 9/30/2022 3
Number of independent contractors compensated in September 2022 1
Employee compensation for FYE 9/30/2022 (paid/accrued) $338,817
Independent contractor compensation for FYE 9/30/2022 (paid/accrued) $5,160
Each construction project to begin on or after October 1; (>$65K) None

Budget variance report

Not applicable

Ad valorem taxes:

Millage rate FYE 9/30/2022

Not applicable

Ad valorem taxes collected FYE 9/30/2022

Not applicable

Non ad valorem special assessments:

Special assessments rates FYE 9/30/2022

Not applicable

Special assessments collected FYE 9/30/2022

Not applicable

Outstanding Bonds and Terms

Not applicable
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INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE
WITH SECTION 218.415, FLORIDA STATUTES

To the Members
Florida Atlantic Research and Development Authority

We have examined the Florida Atlantic Research and Development Authority’s (the “Authority”),
compliance with the requirements of Section 218.415, Florida Statutes, Local Government Investment
Policies, during the year ended September 30, 2022. Management is responsible for the Authority’s
compliance with the specified requirements. Our responsibility is to express an opinion on the
Authority’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 Authority complied, in all material
respects, with the specified requirements referenced above. An examination involves performing
procedures to obtain evidence about whether the Authority complied with the specified requirements.
The nature, timing, and extent of the procedures selected depend on our judgment, including an
assessment of the risks of material noncompliance, whether due to fraud or error. We believe that the
evidence we obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

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

In our opinion, the Authority complied, in all material respects, with the requirements of Section
218.415, Florida Statutes, for the year ended September 30, 2022.

This report is intended solely for the information and use of the Board of Commissioners of Palm Beach
and Broward Counties, Florida, the members of the Authority and applicable 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.

Ky MeCaloug

KEEFE McCULLOUGH

Fort Lauderdale, Florida
April 13, 2023
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