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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Town of Kenneth City, Florida (the City), as of and for the year ended September 30, 2022,
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 financial statements referred to above present fairly, in all material respects, the
respective financial position of the of the governmental activities and each major fund of the City, as of
September 30, 2022, and the respective changes in financial position 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, 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.

Emphasis of Matter

As discussed in Note 12 to the financial statements, the City restated beginning balances to correct
accounting errors that occurred in a prior year. Our opinions are not modified with respect to that
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 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.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

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 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 GAAS and Government Auditing Standards, we:
e 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.

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.

)



Honorable Mayor and City Council
Town of Kenneth City, Florida

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, information on budgetary comparisons, information on pension
benefits, and information on other postemployment benefits, 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 GAAS, 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 basic financial statements. The individual fund financial statement and
schedule for the capital projects fund are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. 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 GAAS. In our opinion, the combining and individual fund
financial statements and schedules and schedule of expenditures of federal awards and state financial
assistance are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 8, 2024,
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 the City’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 City’s internal control over financial reporting and compliance.

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
July 8, 2024
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

The Town of Kenneth City's (City) discussion and analysis is designed to (a) assist the reader in
focusing on significant financial issues, (b) provide an overview of the City's financial activity, (c) identify
changes in the City's financial position (its ability to address the next and subsequent year challenges),
(d) identify any material deviations from the financial plan (the approved budget), and (e) identify
individual fund issues or concerns.

Financial Highlights

e The City's current assets increased $1,932,429 (or 42.7%). This increase was primarily due to
an increase in cash of $2,014,546.

e The City's net capital assets decreased by $238,755 (or -3.6%) due to current year additions of
$119,831, current disposals of and current depreciation of $290,719.

e The City's net position increased $464,824 (or 5.7%).

e There are no business-type activities for the City.

e Total expenditures saw an increase of $666,942 (or 21.5%).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements are comprised of three components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to financial statements

This report contains required supplementary information in addition to the basic financial statements
themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to be corporate-like in that all governmental
activities are consolidated into columns which add to a total for the Primary Government. The focus of
the statement of net position (the Unrestricted Net Position) is designed to be similar to a bottom line for
the City and its governmental activities. This statement combines and consolidates governmental fund's
current financial resources (short-term spendable resources) with capital assets and long-term
obligations.

The statement of activities is focused on both the gross and net cost of various activities which are
provided by the government's general tax and other revenues. This is intended to summarize and
simplify the user's analysis of cost of various governmental services and/or subsidy to various
business-type activities.

The Governmental Activities reflects the City's basic services, including general government, law
enforcement, fire protection, and public works. Property, sales, and utility services taxes along with
franchise fees fund most of these services.

The government-wide statement includes only the City. There are no component units identified.
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

Fund Financial Statements

Traditional users of governmental financial statements will find the Fund Financial Statements
presentation more familiar. The focus is now on Major Funds, rather than (the previous model's) fund
types.

The Governmental Major Fund presentation is presented on a sources and uses of liquid resources
basis. This is the way the financial plan (the budget) is typically developed. The flow and availability of
liquid resources is a clear and appropriate focus of any analysis of a government. Funds are
established for various purposes and the Fund Financial Statements allow the demonstration of
sources and uses and/or budgeting compliance associated therewith.

Governmental Funds

Governmental fund financial statements are prepared on the modified accrual basis using current
financial resources measurement focus. Under modified accrual basis, revenues are recognized when
they become measurable and available as net current assets. The governmental fund statements
provide a detailed short-term view of the City's general government operations, and the information
helps to determine whether there are more or fewer financial resources that can be spent in the near
future to finance the City's programs.

The City adopts an annual budget for all funds and a budgetary comparison statement has been
provided for these funds to demonstrate budgetary compliance.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes to the financial statements can be found
on pages 17- 41 of the statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information. This includes the governmental funds original and final budget in
comparison to actual expenditures and the pension liability and other post-employment benefit liability
disclosures.

Infrastructure Assets

The City has elected GASB Statement No. 34 not to retroactively report infrastructure assets.
Historically, a government's largest group of assets (infrastructure — roads, bridges, traffic signals,
underground pipes (unless associated with a utility), have not been reported or depreciated in
governmental financial statements. This new statement requires that these assets be valued and
recorded within the governmental activities' column of the government-wide financial statements.
Additionally, the government must elect to either (a) depreciate these assets over their estimated useful
life or (b) develop a system of asset management designed to maintain the service delivery potential to
near perpetuity. The City has elected to depreciate their assets over their estimated useful life.
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

Statement of Net Position

The following table reflects the condensed comparative statement of net position as of September 30,
2022.

Table 1
Statement of Net Position
As of September 30,

2022 2021
Current Assets $ 6,456,424 $ 4,523,995
Capital Assets (Net of Depreciation) 6,456,889 6,695,644
Total Assets 12,913,313 11,219,639
Deferred Outflow of Resources 546,466 460,131
Total Assets and Deferred Outflow
of Resources 13,459,779 11,679,770
Current Liabilities 2,719,222 1,529,263
Compensated Absences 114,383 109,180
Net Pension Liability 1,782,255 566,720
Total OPEB Liability 46,962 136,975
Total Liabilities 4,662,822 2,342,138
Deferred Inflow of Resources 232,824 1,238,323
Net Position:
Net Investment in Capital Assets 6,456,889 6,695,644
Restricted 2,651,274 1,759,597
Unrestricted (544,030) (355,932)
Total Net Position 8,564,133 8,099,309
Total Liabilities, Deferred Inflow of
Resources, and Net Position $ 13,459.779 $ 11,679,770

For more detailed information see the statement of net position (page 11).
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

Statement of Activities

The following schedule reflects a condensed comparative statement of changes in net position as of
September 30, 2022.

Table 2
Change in Net Position
2022 2021
REVENUES
Program Revenues:
Charges for Services $ 202,386 $ 139,494
Operating Grants and Contributions 154,007 3,677
Capital Grants and Contributions 27,903 22,500
General Revenues:
Taxes 3,220,433 3,475,090
Franchise Fees 316,825 302,014
Investment Income 5,164 2,141
Miscellaneous 37,744 26,586
Total Revenues 3,964,462 3,971,502
EXPENDITURES
Administration 1,122,152 955,673
Public Safety 2,151,278 1,809,536
Highway and Streets 478,444 333,375
Parks and Recreation 24,297 7,912
Other - 2,733
Total Expenses 3,776,171 3,109,229
NET INCREASE IN NET POSITION 188,291 862,273
Net Position - Beginning of Year, as Previously Reported 8,099,309 7,237,036
Restatement (see Note 12) 276,533 -
Net Position - Beginning of Year, as Restated 8,375,842 7,237,036
NET POSITION - END OF YEAR $ 8564,133 $ 8,099,309

For more detailed information see the statement of activities (page 12).
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

THE CITY FUNDS

Governmental Funds

The focus of the City's governmental funds is to provide a detailed short-term view of the City's general
government operations. The information helps to determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City's programs. Unrestricted fund balance
may serve as useful measure of a government's net resources available for spending at the end of the
fiscal year.

As of year-end, the governmental funds (as presented on the balance sheet on page 13) reported a
combined fund balance of $3.709 million, which was an increase of $712,484 (or 24%) as compared to
the combined fund balance at the beginning of the year. The General Fund had a deficit of ($151,837),
and the Capital Projects Fund had an excess of $603,758. Total revenues decreased by $34,943 and
expenditures decreased by $949,821 (-21.3%).

Budgetary Highlights

The final amount of budgeted revenues in the General Fund was $2,720,655 and actual revenues for
the fiscal year 2022 were $3,052,685 which resulted in a favorable variance of $330,020. The final
amounts of budgeted expenditures in the General Fund were $3,194,180 and the amount of actual
expenditures were $3,204,522 which resulted in an unfavorable variance of $10,342. (Please see page
43 for more detailed information.)

CAPITAL ASSETS AND DEBT MANAGEMENT

Capital Assets

As of September 30, 2022, the City had $6,456,889, (Net) invested in a variety of capital assets as
compared to $6,695,642 as of September 30, 2021. This represents a net decrease of $238,753 or
-3.6% from the end of last year.
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TOWN OF KENNETH CITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

Major increases in capital assets during the current fiscal year included the following:

e Purchases of equipment for $84,182
e Purchases of building improvements and infrastructure for $35,649

Table 3
Capital Assets at September 30,
(Net of Depreciation)

Governmental Activities

2022 2021
Nondepreciable Assets:
Land $ 250,000 $ 250,000
Depreciable Assets:
Buildings and Improvements 5,922,426 6,165,525
Furniture, Fixtures, and Equipment 284,463 280,119
Total $ 6.456,889 $ 6695644

The following reconciliation summarizes the change in capital assets, which is presented in more detail
on page 33 of the notes.

Long-Term Debt

As of September 30, 2022, the City reported accrued compensated absences of $114,383, net pension
liability of $1,782,255, and other postemployment benefits liability of $46,962.

ECONOMIC FACTORS

The City saw an increase in property values. An estimated increase in salaries and wages is expected
based on the annual consumer price index for the southern region.

The City has received its second draw of America Rescue Plan Act funds in the amount of $1,282,436
for a total allocated amount of $2,564,872. Of the total allocated amount the city has only used
$150,359.

The City has seen a reduction in investment earnings due to current economic condition but continues
to evaluate areas that excess funds can be invested at higher rates while still adhering to City's
investment policy.

FINANCIAL CONTACT

The City's financial statements are designed to present users (citizens, taxpayers, customers, rating
agencies, investors, and creditors) with a general overview of the City's finances and to demonstrate
the City's accountability. If you have questions about the report or need additional information, contact
the City's City Manager or City Finance Officer at 6000 54th Avenue North, Kenneth City, Florida
33709 — Telephone (727) 498-8948.
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TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF NET POSITION
SEPTEMBER 30, 2022

ASSETS

Current Assets:
Cash and Cash Equivalents
Investments
Accounts Receivable
Inventory - Supplies
Prepaid ltems

Total Current Assets

Noncurrent Assets:
Capital Assets:
Non Depreciable
Depreciable, Net of Accumulated Depreciation
Total Capital Assets
Total Noncurrent Assets
Total Assets

DEFERRED OUTFLOW OF RESOURCES
Related to Pensions
Related to OPEB
Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Liabilities
Unearned Revenue
Total Current Liabilities

Noncurrent Liabilities:
Accrued Compensated Absences
Net Pension Liability
Total OPEB Liability
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOW OF RESOURCES
Related to Pensions
Related to OPEB
Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Restricted for:
Infrastructure
Unrestricted
Total Net Position

See accompanying Notes to Financial Statements.
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5,589,937
513,353
336,339

13,713
3,082

6,456,424

250,000
6,206,889

6,456,889

6,456,889

12,913,313

507,700
38,766

546,466

197,174
71,451
2,450,597

2,719,222

114,383
1,782,255
46,962

1,943,600

4,662,822

111,539
121,285

232,824

6,456,889

2,651,274
(544,030)

8,564,133




TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2022

Net (Expense)
Revenue and

Change in
Program Revenues Net Position
Operating Capital
Charges for Grants and Grants and Governmental
Function / Program Activities Expenses Services Contributions Contributions Activities
GOVERNMENTAL ACTIVITIES
General Government $ 1,122,152 $ 153,823 $ 154,007 $ - $ (814,322)
Public Safety 2,151,278 48,563 - - (2,102,715)
Highway and Streets 478,444 - - 27,903 (450,541)
Culture and Recreation 24,297 - - - (24,297)
Total Government Activities $ 3,776,171 $ 202,386 $ 154,007 $ 27,903 (3,391,875)
GENERAL REVENUES
Taxes:
Property Taxes 1,117,349
Sales and Use Taxes 415,983
Communication Services Tax 88,663
Infrastructure Tax 744,485
Public Service Tax 479,461
Intergovernmental 374,492
Franchise Fees 316,825
Investment Income 5,164
Miscellaneous 37,744
Total General Revenues 3,580,166
CHANGE IN NET POSITION 188,291
Net Position - Beginning of Year, as Previously Reported 8,099,309
Restatement (see Note 12) 276,533
Net Position - Beginning of Year, as Restated 8,375,842
NET POSITION - END OF YEAR $ 8,564,133

See accompanying Notes to Financial Statements.
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ASSETS

Cash and Cash Equivalents
Investments

Accounts Receivable
Inventory - Supplies
Prepaid Iltems

Total Assets
LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts Payable
Accrued Liabilities
Unearned Revenue
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue:
Intergovernmental

FUND BALANCES

Nonspendable
Restricted:

Infrastructure
Committed:

Declared Emergencies
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows
of Resources, and Fund Balances

TOWN OF KENNETH CITY, FLORIDA

BALANCE SHEET -

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2022

Total
Red Light Capital Governmental

General Fund Camera Fund ARPA Fund Projects Fund Funds
$ 690,429 $ $ 2,443,924 $ 2,455584 $ 5,589,937
513,353 - - 513,353
132,366 - 203,973 336,339
13,713 - - 13,713
3,082 - - 3,082
$ 1352943 $ $ 2443924 $ 2659557 $ 6456424
$ 159,480 $ $ 29,411 $ 8,283 $ 197,174
71,451 - - 71,451
36,084 2,414,513 - 2,450,597
267,015 2,443,924 8,283 2,719,222
- - 27,903 27,903
16,795 - - 16,795
- - 2,623,371 2,623,371
390,448 - - 390,448
678,685 - - 678,685
1,085,928 - 2,623,371 3,709,299
$ 1352943 $ $ 2443924 $ 2659557 $ 6456424

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2022

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS $ 3,709,299

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

Capital assets used in government activities are not financial resources and,

therefore, are not reported in the funds:
Capital Assets, Nondepreciable 250,000
Capital Assets, Depreciable - Net 6,206,889

Certain receivables are not available to pay current period expenditures and, therefore,
are reported as deferred inflows of resources in the funds. 27,903

Long-term liabilities are not due and payable in the current period
and, therefore, are not reported in the funds:

Net Pension Liability (1,782,255)
Total OPEB Liability (46,962)
Compensated Absences (114,383)

Deferred outflows and inflows of resources related to pensions and OPEB do
not have a current financial resources focus, and therefore, are not reported in the funds:

Deferred Outflows Related to Pensions 507,700
Deferred Outflows Related to OPEB 38,766
Deferred Inflows Related to Pensions (111,539)
Deferred Inflows Related to OPEB (121,285)
Net Position of Governmental Activities $ 8,564,133

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
YEAR ENDED SEPTEMBER 30, 2022

Total
Red Light Capital Governmental
General Fund Camera Fund ARPA Fund Projects Fund Funds
REVENUES
Property Taxes $ 1,117,349 $ - $ - $ - $ 1,117,349
Sales Taxes 415,983 - - - 415,983
Communications Services Tax 88,663 - - - 88,663
Franchise Fees 316,825 - - - 316,825
Public Service Tax 479,461 - - - 479,461
Licenses and Permits 153,823 - - - 153,823
Intergovernmental Revenues 374,492 - - 744,485 1,118,977
Grants 3,648 - 150,359 - 154,007
Fines and Forfeitures 6,049 - - - 6,049
Investment Income 5,164 - - - 5,164
Miscellaneous Revenues 80,258 - - - 80,258
Total Revenues 3,041,715 - 150,359 744,485 3,936,559
EXPENDITURES
Current:
General Government 678,267 - 150,359 - 828,626
Public Safety 2,069,424 - - - 2,069,424
Highways and Streets 417,044 - - 41,388 458,432
Culture and Recreation 19,297 5,000 - - 24,297
Capital Outlay 20,490 - - 99,339 119,829
Total Expenditures 3,204,522 5,000 150,359 140,727 3,500,608
EXCESS OF REVENUES OVER EXPENDITURES (162,807) (5,000) - 603,758 435,951
OTHER FINANCING SOURCES (USES)
Transfers In 390,448 - - - 390,448
Transfers Out - (390,448) - - (390,448)
Total Other Financing Sources (Uses) 390,448 (390,448) - - -
NET CHANGE IN FUND BALANCES 227,641 (395,448) - 603,758 435,951
Fund Balances - Beginning of Year,
as Previously Reported 841,770 395,448 - 1,759,597 2,996,815
Restatement (see Note 12) 16,517 - - 260,016 276,533
Fund Balances - Beginning of Year, as Restated 858,287 395,448 - 2,019,613 2,877,900
FUND BALANCES - END OF YEAR $ 1085928 $ - $ - $ 2623371 $ 3709299

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30, 2022

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 435,951

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

Governmental funds report capital outlays as expenditures. However, in the

statement of activities, the cost of those assets is depreciated over their

estimated useful lives.
Net Expenditures for Capital Assets that were Capitalized 51,966
Depreciation Expense (290,719)

Changes in net pension liability and the related deferred inflows and deferred outflows of
resources reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds. (24,593)

Changes in the OPEB liability and the related deferred inflows and deferred outflows of
resources reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds. (7,014)

Some revenues reported in the statement of activities will not be collected for several months
after the fiscal year and, therefore, are not reported as revenue in the governmental funds.
Change in Unavailable Revenue - Grants 27,903

Changes in accrued compensated absences reported in the statement of activities do not
require the use of current financial resources and, therefore, are not reported as
expenditures in the governmental funds. (5,203)

Change in Net Position - Governmental Activities $ 188,291

See accompanying Notes to Financial Statements.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Kenneth City, Florida, (City) maintains its accounting records in accordance
with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The more significant of the City’s accounting policies are described
below:

A. Financial Reporting Entity

The Town of Kenneth City was incorporated on May 9, 1957, under the laws of Florida
Section 2, Chapter 57-1462. The City provides the following services as authorized by its
charter: public safety (police and fire), highway and streets, sanitation, health and social
services, culture-recreation, public improvements, planning and zoning, general
administrative services. The legislative branch of the City is composed of a five (5)
member elected City Council and Mayor. The City Council is governed by the Charter
and by state and local laws and regulations. The City Council is responsible for the
establishment and adoption of policy. The executing of such policy is the responsibility of
the City Manager. In the November 2013 election, the citizens approved a new City
Charter that provides for a City Manager. The first City Manager was hired in March
2014.

Governmental accounting standards require that these financial statements present the
Town of Kenneth City (the primary government) and its component units as applicable.
Component units generally are legally separate entities for which a primary government
is financially accountable. Financial accountability ordinarily involves meeting both of the
following criteria: the primary government is accountable for the potential component unit
(i.e., the primary government appoints the voting maijority of its board) and the primary
government is able to impose its will upon the potential component unit, or there is a
possibility that the potential component unit may provide specific financial benefits or
impose specific financial burdens on the primary government. Based upon the
application of these criteria, no component units were identified, and the accompanying
financial statements include only information relative to the primary government.

B. Basis of Accounting and Measurement Focus

Under the modified accrual basis of accounting, revenues are recognized in the
accounting period in which they become both measurable and available to finance
expenditures of the current period. Accordingly, revenues are recorded when received in
cash (unless legally restricted to some future period) or when earned and expected to be
collected soon enough after year-end to pay the liabilities of the current period. For this
purpose, revenues are considered to be available if they are collected within 60 days
after year-end. The primary revenue sources that have been treated as susceptible to
accrual by the City are property tax, sales tax, franchise fees, intergovernmental
revenues, other taxes, and interest revenue. Fines, forfeitures, licenses, and permits are
not susceptible to accrual because they are usually not measurable until received in
cash.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting and Measurement Focus (Continued)

Unearned revenues arise when potential revenues do not meet both the “measurable”
and “available” criteria for recognition in the current period. Unearned revenues also
arise when the government receives resources before it has a legal claim to them, as
when grant monies are received prior to incurring qualifying expenditures. In subsequent
periods when both revenue recognition criteria are met, or when the government has a
legal claim to the resources, revenue is recognized.

The accounting system of the City is organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, deferred
outflows, liabilities, deferred inflows, fund balance, revenues, and expenditures or
expenses, as appropriate. Governmental resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means
by which spending activities are controlled.

Reconciliation of the fund financial statements to the government-wide financial
statements is provided to explain the differences created by the integrated approach of
GASB Statement No. 34, Basic Financial Statements and Management’s Discussion
and Analysis for State and Local Governments.

Government-Wide Financial Statements

The City’s government-wide financial statements include a statement of net position and
a statement of activities. These statements present summaries of governmental
activities for the City.

These statements are presented on an “economic resources” measurement focus and
the accrual basis of accounting. Accordingly, all of the City’s assets and liabilities,
including capital assets and long-term liabilities, along with deferred inflows of resources,
deferred outflows of resources, and net position are included in the accompanying
statement of net position. The statement of activities presents changes in net position.
Under the accrual basis of accounting, revenues are recognized in the period in which
they are earned while expenses are recognized in the period in which the liability is
incurred.

Certain types of transactions are reported as program revenues for the City:
e Charges for services

e Operating grants and contributions
o Capital grants and contributions
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Basis of Accounting and Measurement Focus (Continued)

Governmental Fund Financial Statements

Governmental fund financial statements include a balance sheet and a statement of
revenues, expenditures, and changes in fund balance for all governmental funds. An
accompanying schedule is presented to reconcile and explain the differences in fund
balances as presented in these statements to the net position presented in the
government-wide financial statements. The City has presented all funds in the
accompanying financial statements.

All governmental funds are accounted for on a spending or current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only
current assets and current liabilities are included on the balance sheet. The statement of
revenues, expenditures and changes in fund balances presents increases (revenues
and other financing sources) and decreases (expenditures and other financing uses) in
net current assets.

The City reports the following governmental funds:

General Fund

The General Fund is the City’s primary operating fund. It accounts for all economic
resources of the general government, except those required to be accounted for in
another fund.

Red Light Camera Fund

The Red Light Camera Fund, a special revenue fund, is used to report the revenue
generated by the use of cameras or traffic detectors and any expenditures
associated therewith as defined by City Council. Until November 2022 net revenues
were committed per City resolution to be used for City revitalization and
beautification when a resolution was passed to commit those funds for declared
emergencies.

Capital Projects Fund

The Capital Projects Fund is used to account for the economic resources that are
restricted for the acquisition or construction of major capital facilities and
improvement projects.

ARPA Fund

The ARPA Fund, a special revenue fund, is used to account for specific revenue
sources that are restricted or committed to expenditures related to recovering from
declared pandemics.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Compensated Absences (Continued)

It is the City’s policy is to permit employees to accumulate a limited amount of earned
but unused vacation and sick leave, which will be paid to employees at some future
date. Employees separating or retiring from service with the City are paid a portion of
accumulated vacation and sick time, depending on years of service attained.

In the government-wide financial statements, compensated absences are recorded as
incurred and the related expenses and liabilities are reported.

In the fund financial statements, these costs are recognized when payments are made to
employees or when the costs mature as a result of employee resignation or retirement.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items. Prepaid items are expensed during the periods benefited.

Inventory of Supplies

Inventory consists of expendable supplies and is valued at average cost. The cost of
inventory is recorded as an expenditure when consumed rather than when purchased.

Interfund Transactions

Interfund transactions are reflected as either loans, services provided, reimbursements
or transfers. Loans are reported as receivables and payables as appropriate and are
subject to elimination upon consolidation. Services provided, deemed to be market or
near market rates, are treated as revenues and expenditures. Reimbursements occur
when one fund incurs a cost, charges the appropriate benefiting fund and reduces its
related cost as a reimbursement. All other interfund transactions are treated as transfers
and are netted as part of the reconciliation to the government-wide presentation.

Government Fund Balances
In accordance with GASB Statement No. 54, Fund Balance Reporting, and

Governmental Fund Type Definitions, the City classified fund balance in governmental
funds as nonspendable, restricted, committed, assigned, and unassigned.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Government Fund Balances (Continued)

Nonspendable fund balance represents amounts that cannot be spent because they are
either not in spendable form (such as inventories and prepaid items) or amounts that are
legally or contractually required to remain intact.

Restricted fund balance includes amounts that can be spent only for the specific
purposes stipulated by constitution, external resource providers, or through enabling
legislation.

Committed fund balance includes amounts that can be used only for the specific
purposes determined by formal vote of the City Council. These amounts cannot be used
for any other purpose unless the City Council removes or changes the specified use by
taking the same type of action that created the Committed resource. This classification
also includes contractual obligations (encumbrances) to the extent that existing
resources have been specifically committed to satisfy those contractual requirements.

Assigned fund balance includes amounts that are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as
Restricted or Committed because they are supported by management’s intent rather
than a formal action of the City Council.

Unassigned fund balance can only be found in the General Fund; it represents the
residual amount of fund balance not contained in the other classifications.

The City reserves the right to selectively spend Unassigned resources first and to defer
the use of the other classified funds. If the appropriate opportunities arise, the City would
typically use restricted fund balances, followed by committed, then assigned, and finally
unassigned.

The City does not have a formally adopted stabilization arrangement or minimum fund
balance policy.

. Government Wide Net Position

Net position represents the difference between assets plus deferred outflows of
resources and liabilities plus deferred inflows of resources. Net position is presented in
three components: net investment in capital assets, restricted, and unrestricted.

Net Investment in Capital Assets — This component of net position consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, notes, or other borrowings attributable to the acquisition, construction, or
improvement of those assets. This component does not include the portion of debt
attributable to the unspent proceeds.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Government Wide Net Position (Continued)

Restricted — This component consists of net position that have constraints placed on
them either externally by third-parties (creditors, grantors, contributors, or laws or
regulations of other governments) or by law through constitutional provision or
enabling legislation.

Unrestricted — This component consists of net position that does not meet the
definition of “net investment in capital assets” or “restricted”.

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

. Use of Estimates

The preparation of basic financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Capital Assets

Capital assets, which includes land, buildings, improvements, furniture, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported in
the government-wide financial statements. Capital assets are recorded at historical cost
or estimated historical cost, if actual cost is not available. Donated assets are recorded
at acquisition value at the time received. City policy has set the capitalization threshold
for reporting capital assets at $1,000.

Depreciation is recorded on a straight-line basis over the estimated useful lives of the
assets as follows:

Building and Structures 40 Years
Equipment 51010 Years
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets (Continued)

The City defines infrastructure as the basic physical assets that allow the City to
function. It includes the street system, park and recreation lands and improvements
system; storm water conveyance and drainage system, buildings combined with site
amenities such as parking and landscaping areas used by the City in the conduct of its
business.

Adoption of New Accounting Standards

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 87, Leases. This standard requires the recognition of certain lease assets
and liabilities for leases that previously were classified as operating leases and as
inflows of resources or outflows of resources recognized based on the payment
provisions of the contract. It establishes a single model for lease accounting based on
the foundational principle that leases are financings of the right to use an underlying
asset. Under this standard, 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.

The City adopted the requirements of the guidance effective October 1, 2021, and has
elected to apply the provisions of this standard to the beginning of the period of
adoption. Implementation of this standard did not have an impact on the City’s financial
statements.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE2 CASH AND INVESTMENTS

The City maintains pooled cash accounts that contain the cash of all funds. The City’s policy
requires that all cash deposits and any certificates of deposit are first covered by federal
depository insurance and, for the amount in excess of such federal depository insurance, by
the State of Florida's Security for Public Deposits Act as defined by Florida Statutes Section
280.02. Provisions of the Act require that public deposits may only be made at qualified
public depositories. The Act requires each qualified public depository to deposit with the
State Treasurer eligible collateral equal to or in excess of the required collateral as
determined by the provisions of the Act. In the event of a failure by a qualified public
depository, losses in excess of federal depository insurance and proceeds from the sale of
the securities pledged by the defaulting depository are assessed against the other qualified
public depositories of the same type as the depository in default.

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits,
and certain short-term investments in depositories.

Cash and Cash Equivalents
Consists of the following:

Cash in Bank - Checking $ 1,437,264
Cash in Bank - Money Market Account 4,152,673

Total Cash and Cash Equivalents $ 5,589,937
Investments

The City has $513,353 invested in the Stable NAV Fund of the Florida Surplus Asset Fund
Trust (FL SAFE).
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NOTE 2

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

CASH AND INVESTMENTS (CONTINUED)

Investments (Continued)

FL SAFE is a common law trust organized in 2007 under the laws of the state of Florida.
The trust is administered by Prudent Man Advisors, Inc. and an elected five-member Board
of Trustees. At September 30, 2022, the City was invested in the Stable NAV Fund. At
September 30, 2022, the average maturity is not to exceed 120 days. The fund seeks, but
does not guarantee, to maintain a constant NAV at $1.00 per share. The value of the City’s
position in FL SAFE external investment pool is the same as the value of the pool’s shares.
The investment strategy of FL SAFE Stable NAV Fund is to provide safety and preservation
of principal, liquidity, transparency, and competitive yields.

Investments may be subject to the following types of risk:

Credit Risk

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. Investment decisions are generally determined by the City Manager and
is performed in accordance with investment policies adopted by the City Council
complying with applicable Florida Statutes and the City Charter. The Florida SAFE
Stable NAV Fund was rated AAAm by Standard & Poor's at September 30, 2022.

Interest Rate Risk

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. Investments held for longer periods are subject to increased risk
of adverse interest rate changes. The Florida SAFE Stable NAV Fund had a weighted
average maturity of 40 days as of September 30, 2022. The City did not have any
investments that exceeded the required time to maturity.

Concentration of Credit Risk

Concentration of Credit Risk is the risk of loss attributed to the magnitude of the City’s
investment in a single issuer. No investments in any one issuer exceeded 5% of total
investments as of September 30, 2022.

Custodial Credit Risk

For investments, Custodial Credit Risk is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral
securities in the possession of an outside party.

The City believes that the investment policies have been applied in such a way as to
minimize the risks described above.
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NOTE 2

NOTE 3

NOTE 4

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

CASH AND INVESTMENTS (CONTINUED)

Investment Policy

The City follows the guidelines of Florida Statute 218.415, which allows certain types of
investments including intergovernmental investment pools, securities and exchange
commission registered money market funds, interest-bearing time deposits or savings
accounts in qualified public depositories, and direct obligations of the U.S. Treasury.

RECEIVABLES

Accounts receivable as of September 30, 2022, consist of receivables in the General Fund
and Capital Projects Fund in the amounts of $132,366 and $203,973, respectively. These
accounts receivable are stated at net realizable value. The City considers the receivables
fully collectible and has not provided an allowance for uncollectable accounts.

ADVANCE REVENUE COLLECTIONS AND UNEARNED REVENUE

Funds collected in advance for business tax receipts that are effective during the
subsequent year are recorded as revenue in the year for which the related licenses are
valid. At September 30, 2022, there was $36,084 in advance revenue collections relating to
licenses that became effective on October 1, 2022. This amount is included in unearned
revenue in the accompanying financial statements. The remaining amount of $2,414,513 as
unearned revenue pertains to the advanced grant payments received from the Coronavirus
State and Local Fiscal Recovery Funds.
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NOTE 5

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

PROPERTY TAXES

Under Florida law, the assessment of all properties and the collection of all county,
municipal, and school board property taxes are consolidated in the offices of the County
Property Appraiser and County Tax Collector.

The tax levy of the City is established by the City Council prior to October 1 of each year
and the Pinellas County Property Appraiser incorporates the City’s millage into the total tax
levy, which includes the tax requirements of the county, municipalities, independent districts,
and the Pinellas County School Board. The millage rate assessed by the City was 5.4374
during the fiscal year ending September 30, 2022.

All property is reassessed according to its fair market value January 1 of each year. Each
assessment roll is submitted to the Executive Director of the State Department of Revenue
for review to determine if the rolls meet all of the appropriate requirements of applicable
Florida Statutes.

All taxes are due and payable on November 1 of each year or as soon thereafter as the
assessment roll is certified and delivered to the Tax Collector. All unpaid taxes become
delinquent on April 1 following the year in which they are assessed. Discounts are allowed
for early payment at the rate of 4% in the month of November, 3% in the month of
December, 2% in the month of January, and 1% in the month of February. The taxes paid in
March are without discount.

Delinquent taxes on real property bear interest at 18% per year. On or prior to June 1
following the tax year, certificates are sold for all delinquent taxes on real property. After
sale, tax certificates bear interest at 18% per year or at any lower rate bid by the buyer.
Application for a tax deed on any unredeemed tax certificates may be made by the
certificate holder after a period of two years. Unsold certificates are held by Pinellas County.
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NOTE 6

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

OTHER POSTEMPLOYMENT BENEFITS

Plan Description. The City provides a single-employer, defined benefits postemployment
health care plan, (the Plan), whereby retired employees are able to purchase health care
benefits through the City’s health care provider. The Plan is administered by the health care
provider. The Plan is currently unfunded. There is no separate trust through which benefits
for retirees are funded. No assets are currently accumulated or earmarked for the Plan. All
approved benefits are paid from general assets when due. The City does not issue stand-
alone financial statements for the Plan.

To be eligible to participate in the plan employees must have participated in the City’s group
health and/or dental plan while employed.

Contributions. The retired employees (including their eligible dependents) that are eligible
to participate in the Plan may enroll in the plan offered by the City through the Public Risk
Management of Florida. Retiree Plan participants are required to pay 100% of their
respective health care insurance premiums. The City does not contribute toward this
payment. The City’s overall cost of providing health care benefits is increased as a result of
an implicit insurance rate subsidy resulting from retired employees being permitted to pay
lower than age — adjusted premiums through the use of blended premium for both retirees
and active employees.

Funding Policy. While the City does not contribute directly towards the cost of retiree
premiums via an explicit subsidy, the ability of the retirees to obtain health insurance
coverage at a group rate which includes active employees, constitutes a significant
economic benefit to retirees, or an implicit subsidy. This implicit subsidy is considered to be
another postemployment benefit (OPEB) obligation of the City. The annual required
contribution to fund the incremental cost of the healthcare plan is based on a pay-as you-go
funding approach.

Information Used to Determine the Net OPEB Liability

Employer’'s Reporting Date September 30, 2022
Measurement Date September 30, 2022
Actuarial Valuation Date October 1, 2021
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE6 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Information Used to Determine the Net OPEB Liability (Continued)
Actuarial Assumptions

Discount Rate. 4.77% per annum; this rate was used to discount all future benefit
payments and is based on the return on the S&P Municipal Bond 20-year High Grade
Index as of the measurement date.

Salary Increases. 3.00% per annum.

Cost of Living Increases. Retiree contributions, health insurance premiums and the
implied subsidy have been assumed to increase in accordance with the healthcare cost
trend rates.

Healthcare Cost Trend Rates. Increases in healthcare costs are assumed to be 8.00%
for the 2021-2022 fiscal year and graded down by 0.50% per year to 5.00% for the 2027-
2028 and later fiscal years.

Age Related Morbidity. Healthcare costs are assumed to increase at the rate of 3.50%
for each year of age.

Implied Subsidy. Because the insurance carrier charges the same monthly rate for
health insurance regardless of age, an implied monthly subsidy of $750 for the retiree
and $850 for the retiree's spouse has been assumed at age 62 for the 2021-2022 fiscal
year; at other ages, the implied subsidy was developed based on the age-related
morbidity assumption and, for other fiscal years, the implied subsidy was increased in
accordance with the healthcare cost trend rates; the implied subsidy is assumed to
disappear at age 65.

Mortality Basis. Sex-distinct rates set forth in the PUB-2010 Mortality Table (without
income adjustments) for general employees, with full generational improvements in
mortality using Scale MP-2020.

Retirement. Retirement is assumed to occur at age 62 with 10 years of service or at age
65 otherwise.

Other Decrements. Assumed employment termination is based on the Scale 155 table;
assumed disability is based on the Wyatt 1985 Disability Study (Class 1).

Coverage Election. 25% of eligible employees are assumed to elect medical coverage
under the HMO plan until age 65 upon retirement or disability; spousal coverage is
assumed in accordance with the individual's current election; retirees are assumed not to
have any dependent children.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE6 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Information Used to Determine the Net OPEB Liability (Continued)

COBRA. Future healthcare coverage provided solely pursuant to COBRA was not
included in the OPEB valuation; because the COBRA premium is determined
periodically based on plan experience, the COBRA premium to be paid by the participant
is assumed to fully cover the cost of providing healthcare coverage during the relevant
period.

Changes. Since the prior measurement date, the discount rate was increased from
2.43% per annum to 4.77% per annum and the implied monthly subsidy for the 2021-
2022 fiscal year at age 62 was increased from $1,101 for the retiree and $1,229 for the
retiree’s spouse to $750 for the retiree and $850 for the retiree’s spouse.

Employees Covered by Benefit Terms
As of the October 1, 2021, census, the following employees were covered by benefit terms:

Active Plan Members 11
Retirees and Beneficiaries -
Total 11

Changes in the Total OPEB Liability

The City’s total OPEB liability was determined by an actuarial valuation as of October 1,
2021, and a measurement date of September 30, 2022, with results applicable to the fiscal
year ended September 30, 2022. The following table shows the City’s changes in the total
OPERB liability for the year ended September 30, 2022.

Balance as of September 30, 2021 $ 136,975
Changes Due to:
Service Cost 6,217
Expected Interest Growth 6,829
Demographic Experience (56,973)
Benefit Payments and Refunds (35)
Assumption Changes (46,051)
Balance as of September 30, 2022 $ 46,962
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE6 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Deferred Inflow and Outflow of Resources

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences Between Expected and Actual Experience $ - $ (78,393)
Changes of Assumptions 38,766 (42,892)

$ 38,766 $  (121.285)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability calculated using the current discount rate of
4.77%, along with what the total OPEB liability would be if the discount rate used was 1-
percentage-point lower (3.77%) and 1-percentage-point higher (5.77%).

Discount Rate Discount Rate Discount Rate
Minus 1% 4.77% Plus 1%
Total OPEB Liability $ 52,411 $ 46,962 $ 42,194

Sensitivity of the Total OPEB Liability Using Alternative Healthcare Cost Trends

The following presents the total OPEB liability calculated using the current healthcare cost
trend rate of 8.00% graded down to 5.00%, along with what the total OPEB liability would be
if the healthcare cost trend rate used was 1-percentage-point lower (7.00% graded down to
4.00%) and 1-percentage-point higher (9.00% graded down to 6.00%).

Trend Rate 8% Graded Trend Rate
Minus 1% Down to 5% Plus 1%
Total OPEB Liability $ 40,323 $ 46,962 $ 54,995
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE7 CAPITAL ASSETS

Capital assets for the year ended September 30, 2022, consisted of the following:

Beginning Additions/ Disposals/ Ending
Balance Transfers In Transfers Out Balance
Nondepreciable Assets:
Land $ 250,000 $ - 3 -3 250,000
Total Nondepreciable Assets 250,000 - - 250,000
Depreciable Assets:
Buildings 1,770,553 - - 1,770,553
Improvements 517,977 - - 517,977
Infastructure 5,738,745 35,649 67,865 5,706,529
General Government Equipment 475,458 - - 475,458
Police Department Equipment 1,027,587 80,895 - 1,108,482
Public Works Equipment 364,514 3,287 - 367,801
Total Depreciable Assets 9,894,834 119,831 67,865 9,946,800
Less Accumulated Depreciation:
Buildings 807,750 48,360 - 856,110
Improvements 53,317 19,920 - 73,237
Infastructure 1,000,684 142,602 - 1,143,286
General Government Equipment 359,347 14,948 - 374,295
Police Department Equipment 912,754 49,015 - 961,769
Public Works Equipment 315,340 15,874 - 331,214
Total Accumulated Depreciation 3,449,192 290,719 - 3,739,911
Total Depreciable Assets, Net 6,445,642 (170,888) 67,865 6,206,889
Total Capital Assets, Net $ 6695642 _$ (170,888) _$ 67865 _$ 6,456,889

* Certain reclassification as of October 1, 2021 have been made within total depreciable assets

Depreciation was charged to governmental activities as follows:

General Government $ 225,830
Public Safety 49,015
Highways and Streets 15,874

Total $ 290,719
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NOTE 8

NOTE 9

NOTE 10

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft of, damage to, and
distribution of assets, errors and omissions, injuries to employees, and natural disasters. In
an effort to reduce the rising costs of commercial insurance, the City purchases its insurance
coverage from Public Risk Management of Florida (PRMF).

The PRMF is a public entity risk pool currently operating as a common risk management
and insurance program for local municipalities. The City pays an annual premium to the
PRMF for property, liability, workers' compensation and all other risks of loss including
building and contents, employee and police bonds, mobile property, flood and employee
accident insurance. The PRMF, through its various Trusts, establishes premium rates based
on members' experience and provides insurance coverage for 32 Florida municipalities.
Each Trust carries its own reinsurance coverage which operates through an internal process
of recovery for large claims on behalf of each individual Trust. Settled claims resulting from
these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.

The City continues to carry commercial insurance for employee health and accident
insurance. Effective November 1, 1999, the City established a Cafeteria Plan, within the
meaning of Section 125 of the Internal Revenue Code of 1954, to provide employees of the
City with a choice of receiving certain tax-free welfare benefits.

In the opinion of the City’s management and legal counsel, legal claims and litigation are not
anticipated to have a material impact on the financial position of the City.

COMMITMENTS

Fire Protection Services

In February 2020, the City entered into a contract with the City of Pinellas Park, Florida to
receive fire protection services commencing February 15, 2020, and continuing for a period
of 10 years. Pinellas Park was compensated $289,184 the first year with the rate rising 3%
each year to $325,479 in the fifth year. Subsequent years will be negotiated.

No construction related commitments as of September 30, 2022.

COMPENSATED ABSENCES

Accrued compensated absences are as follows:

2022
Balance at September 30, 2021 $ 109,180
Net Change 5,203
Balance at September 30, 2022 $ 114,383

Long-term liabilities of the governmental activities, which include compensated absences,
are liquidated by the General Fund.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS

Defined Contribution Plan — Nonunion

The City provides pension benefits for all full-time, nonunion employees through a defined
contribution noncontributory single employer plan administered by Transamerica Insurance
Company. In a defined contribution plan, benefits depend solely on amounts contributed to
the plan plus investment earnings. Employees are eligible to participate if they have attained
age 20.5 and six months of service as of the beginning of the plan year, April 25.

The City contributes an amount equal to 12% of the employee's base salary each month.
The City’s contributions for each employee (and interest allocated to the employee's
account) begin vesting with 20% at three years increase 20% for each year thereafter and
are fully vested after seven years of continuous service.

City contributions for, and interests forfeited by, employees who leave employment before
three years of service are used to reduce the City’s current-period contribution requirement.

For the year ended September 30, 2022, contributions required and paid were $16,497.

Defined Contribution Plan — Other

The City also provides pension benefits for its full-time salaried, management employees
through a money purchase plan administered by ICMA Retirement Corporation. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan plus investment
earnings. Employees are eligible to participate if they are employed as of the beginning of
the plan year, March 1.

The City contributes an amount equal to 12% to 18% of the employee's base salary each
month. The City’s contributions for each employee (and interest allocated to the employee's
account) begin vesting immediately.

For the year ended September 30, 2022, contributions required and paid were $6,394.

Florida Retirement System
Defined Benefit Plans

The City participates in two defined benefit pension plans that are administered by the
State of Florida, Department of Management Services, Division of Retirement. The plans
provide retirement, disability, or death benefits to retirees or their designated
beneficiaries. Chapter 121, Florida Statutes, establishes the authority for benefit
provisions. Changes to the law can only occur through an act of the Florida Legislature.
The state of Florida issues a publicly available financial report that includes financial
statements and required supplementary information for the plans. That report is
available from the Florida Department of Management Services’ website
(www.dms.myflorida.com).
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Defined Benefit Plans (Continued)

The Florida Retirement System (FRS) Pension Plan is a cost-sharing, multiple-employer
defined benefit pension plan with a Deferred Retirement Option Program (DROP)
available for eligible employees. The FRS was established and is administered in
accordance with Chapter 121, Florida Statutes. Retirees receive a lifetime pension
benefit with joint and survivor payment options. FRS membership is compulsory for
employees filling regularly established positions in a state agency, county agency, state
university, state college, or district school board, unless restricted from FRS membership
under Sections 121.053 or 121.122, Florida Statutes, or allowed to participate in a
defined contribution plan in lieu of FRS membership. Participation by cities,
municipalities, special districts, charter schools and metropolitan planning organizations
is optional.

The Retiree Health Insurance Subsidy (HIS) Program is a cost-sharing, multiple-
employer defined benefit pension plan established and administered in accordance with
Section 112.363, Florida Statutes. The benefit is a monthly payment to assist retirees of
the state-administered retirement systems in paying their health insurance costs. To be
eligible to receive a HIS benefit, a retiree under a state administered retirement system
must provide proof of eligible health insurance coverage, which can include Medicare.

Benefits Provided

Benefits under the FRS Pension Plan are computed on the basis of age and/or years of
service, average final compensation, and service credit. Credit for each year of service is
expressed as a percentage of the average final compensation. For members initially
enrolled before July 1, 2011, the average final compensation is the average of the five
highest fiscal years’ earnings; for members initially enrolled on or after July 1, 2011, the
average final compensation is the average of the eight highest fiscal years’ earnings.
The total percentage value of the benefit received is determined by calculating the total
value of all service, which is based on the retirement plan and/or class to which the
member belonged when the service credit was earned.

Eligible retirees and beneficiaries receive a monthly HIS payment equal to the number of
years of service credited at retirement multiplied by $5. The minimum payment is $30
and the maximum payment is $150 per month, pursuant to Section 112.363, Florida
Statutes.
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TOWN OF KENNETH CITY, FLORIDA

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Contributions

The contribution requirements of plan members and the employer are established and
may be amended by the Florida Legislature. Employees are required to contribute
3.00% of their salary to the FRS. The employer’s contribution rates attributable to the

City, effective July 1, 2021, were as follows:

HIS

FRS
Regular Class 9.10%
Special Risk Class 24.17%
Senior Management Service Class 27.29%
Elected Officials 49.70%
DROP from FRS 18.34%

1.66%
1.66%
1.66%
1.66%
1.66%

The employer’s contributions for the year ended September 30, 2022, were $191,430 to

the FRS and $13,532 to the HIS.

Pension Liabilities and Pension Expense

In its financial statements for the year ended September 30, 2022, the City reported a
liability for its proportionate share of the net pension liability of the FRS Pension Plan
and its proportionate share of the net pension liability of the HIS Program. The net
pension liabilities were measured as of June 30, 2022, and the total pension liability
used to calculate the net pension liability was determined by actuarial valuations as of
July 1, 2022, for each plan. The City’s proportions of the net pension liabilities were
based on its share of contributions to the pension plans relative to the contributions of all

participating entities, actuarially determined.

FRS
Net Pension Liability
$ 1,558,317
Proportion at:
Current Measurement Date 0.004188120%

Prior Measurement Date

Pension Expense (Benefit) $

(36)

0.004170892%

215,946

HIS
$ 223,938
0.002114298%

0.002051581%

$
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Deferred Outflows/Inflows of Resources Related to Pensions

At September 30, 2022, the City reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

FRS HIS
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Difference Between Expected and
Actual Experience $ 74011 $ - 8 6,797 $ 985
Changes in Assumptions 191,913 12,836 34,643
Net Difference Between Projected and
Actual Earnings on Pension Plan
Investments 102,895 324
Changes in Proportion and Differences
Between Employer Contributions and
Proportionate Share of Contributions 31,957 72,813 26,957 3,098
Employer Contributions Subsequent to
Measurement Date 56,174 - 3,836 -
Total $ 456,950 $ 72,813 $ 50,750 $ 38,726

Deferred outflows of resources related to employer contributions paid subsequent to the
measurement date and prior to the employer’s fiscal year end will be recognized as a
reduction of the net pension liability in the reporting period ending September 30, 2022.
Other pension-related amounts reported as deferred outflows of resources and deferred
inflows of resources will be recognized in pension expense as follows:

Year Ending September 30, FRS HIS
2023 $ 85,026 $ 2,926
2024 22,813 4,247
2025 (44,022) 3,086
2026 249,702 2,091
2027 14,444 (2,441)
Thereafter - (1,721)
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Actuarial Assumptions
The total pension liability for each of the defined benefit plans, measured as of June 30,
2022. The total pension liability for both the FRS Pension Plan and the HIS Program was

determined by actuarial valuations dated July 1, 2022. The individual entry age actuarial
cost method was used for each plan, along with the following significant actuarial

assumptions:

FRS HIS
Inflation 2.40% 2.40%
Salary Increases 3.25% 3.25%
Investment Rate of Return 6.70% N/A
Municipal Bond Rate N/A 3.54%

Mortality assumptions for both plans were based on PUB-2010 base tables projected
generationally with Scale MP-2018.

For both plans, the actuarial assumptions were based on the results of an actuarial
experience study for the period July 1, 2013, through June 30, 2018.

The long-term expected investment rate of return was not based on historical returns,
but instead was based on a forward-looking capital market economic model. The
allocation policy’s description of each asset class was used to map the target allocation
to the asset classes shown below. Each asset class assumption is based on a
consistent set of underlying assumptions and includes an adjustment for the inflation
assumption.

The target allocation, as outlined in the FRS Plan’s investment policy, and best
estimates of arithmetic and geometric real rates of return for each major asset class are
summarized in the following table:

Compound
Annual Annual
Target Arithmetic (Geometric) Standard
Asset Class Allocation Return Return Deviation
Cash 1.0% 2.6% 2.6% 1.1%
Fixed Income 19.8% 4.4% 4.4% 3.2%
Global Equity 54.0% 8.8% 7.3% 17.8%
Real Estate 10.3% 7.4% 6.3% 15.7%
Private Equity 11.1% 12.0% 8.9% 26.3%
Strategic Investments 3.8% 6.2% 5.9% 7.8%
Total 100.0%
Assumed Inflation - Mean 2.4% 1.3%
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 11 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Discount Rate
The discount rate used to measure the total pension liability for the FRS Pension Plan
was 6.70%, which was a 0.10% decrease from the 6.80% rate as of June 30, 2021. The
FRS fiduciary net position was projected to be available to make all projected future
benefit payments of current active and inactive employees. Therefore, the discount rate
for calculating the total pension liability is equal to the long-term expected rate of return.

Because the HIS Program is essentially funded on a pay-as-you-go basis and the
depletion date is considered to be immediate, a municipal bond rate of 3.54%, which
was a 1.38% increase from the 2.16% rate as of June 30, 2021, was used to determine
the total pension liability for the program. The Bond Buyer General Obligation Bond 20-
Bond Municipal Bond Index was used as the applicable municipal bond index.

Sensitivity Analysis

The following tables demonstrate the sensitivity of the net pension liability to changes in
the discount rate. The sensitivity analysis shows the impact to the employer’s
proportionate share of the net pension liability if the discount rate was 1.00% higher or
1.00% lower than the current discount rate.

FRS HIS
Current Current
One Percent Discount One Percent One Percent Discount  One Percent
Decrease Rate Increase Decrease Rate Increase
5.70% 6.70% 7.70% 2.54% 3.54% 4.54%
City's Proportional
Share of the Net Pension
Liability $ 2,695,002 $ 1,558,317 $ 607,913 $ 256,203 $ 223,938 $ 197,239

Pension Plans’ Fiduciary Net Position

Detailed information about the pension plans’ fiduciary net position is available in the State’s
separately issued financial reports.

Summary

The aggregate amount of net pension liability, deferred inflows of resources, deferred
outflows of resources, and pension expense for the City’s defined benefit pension plans are
summarized below. These liabilities are typically liquidated by the individual funds in which
the employee’s costs are associated.

FRS Plan HIS Plan Total
Net Pension Liability $ 1,558,317 $ 223,938 $ 1,782,255
Deferred Outflows of Resources 456,950 50,750 507,700
Deferred Inflows of Resources 72,813 38,726 111,539
Pension Expense 215,946 15,617 231,563

(39)



TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

NOTE 12 RESTATEMENT OF PRIOR PERIOD

In the prior year, the city did not properly record various receivables related to grant and
intergovernmental revenues and a distribution and payables related to contractual
expenses.

Capital
General Fund Projects Fund
Fund Balance, September 30, 2021 as Previously Reported $ 841,770 $ 1,759,597
Restatements related to revenue:

Effect of Half Cent Restatement 29,687 -

Effect of Local Option Gas Tax Restatement 10,929 -

Effect of Infrastructure Restatement - 69,591

Effect of Grant Revenue Restatement - 190,425

Restatements related to expenditures:

Effect of Unrecorded Expenditure Restatement (24,099) -
Cumulative effect of restatement 16,517 260,016
Fund Balance, September 30, 2021 as Restated $ 858,287 $ 2,019,613

NOTE 13 SUBSEQUENT EVENTS

On December 11, 2023, the Joint Legislative Auditing Committee made the decision to
withhold certain funds from the City due to uncommunicated timeline and late submission of
the fiscal year 2022 audit. As of the date of evaluation, the state of Florida has withheld
$158,274 from the City. These funds are nonrecoverable.

On May 22, 2024, a lawsuit was filed against the City and certain Council Members by a
former employee. As of the date of evaluation, the City, in consultation with its attorney,
cannot reasonably estimate the probable or potential financial impact or duration of this
litigation.
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TOWN OF KENNETH CITY, FLORIDA
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED SEPTEMBER 30, 2022

Variance with

Actual Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Property Taxes $ 1,121,550 $ 1,121,550 $ 1,117,349 $ (4,201)
Sales Taxes 352,700 352,700 415,983 63,283
Communications Service Tax 88,000 88,000 88,663 663
Franchise Fees 284,400 284,400 316,825 32,425
Public Service Tax 399,000 399,000 479,461 80,461
Licenses, Permits, and Fees 153,950 153,950 153,823 (127)
Intergovernmental Revenues 276,500 276,500 374,492 97,992
Grants 6,725 6,725 3,648 (3,077)
Fines and Forfeitures 6,000 6,000 6,049 49
Investment Income 8,000 8,000 5,164 (2,836)
Miscellaneous Revenues 23,840 23,840 80,258 56,418
Total Revenues 2,720,665 2,720,665 3,041,715 321,050
EXPENDITURES
Current:
General Government 752,815 752,815 678,267 74,548
Public Safety 1,993,605 1,993,605 2,069,424 (75,819)
Highways and Streets 400,610 400,610 417,044 (16,434)
Parks and Recreation 23,150 23,150 19,297 3,853
Capital Outlay 24,000 24,000 20,490 3,510
Total Expenditures 3,194,180 3,194,180 3,204,522 (10,342)
EXCESS (DEFICIT) OF REVENUES OVER
EXPENDITURES (473,515) (473,515) (162,807) 310,708
OTHER FINANCING SOURCES
Transfers In - 390,448 390,448 -
NET CHANGE IN FUND BALANCE (473,515) (83,067) 227,641 310,708

Fund Balances - Beginning of Year,
as Previously Reported 841,770 841,770 841,770 -
16,517 (16,517)

Restatement (see Note 12) - -
Fund Balances - Beginning of Year, as Restated 841,770 841,770 858,287 (16,517)
FUND BALANCES - END OF YEAR $ 368,255 $ 758,703 $ 1,085,928 $ 294,191
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TOWN OF KENNETH CITY, FLORIDA
BUDGETARY COMPARISON SCHEDULE - RED LIGHT CAMERA FUND
YEAR ENDED SEPTEMBER 30, 2022

Variance with

Actual Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Fines and Forfeitures $ 2,000 % - 8 - S -
EXPENDITURES
Current:
Culture and Recreation - - 5,000 (5,000)
Capital Outlay 27,000 5,000 - 5,000
Total Expenditures 27,000 5,000 5,000 -
EXCESS (DEFICIT) OF REVENUES OVER
EXPENDITURES (25,000) (5,000) (5,000) -
OTHER FINANCING USES
Transfers Out - (390,448) (390,448) -
NET CHANGE IN FUND BALANCE (25,000) (395,448) (395,448) -
Fund Balances - Beginning of Year 395,448 395,448 395,448 -
FUND BALANCES - END OF YEAR $ 370,448 $ - $ - $ -
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TOWN OF KENNETH CITY, FLORIDA
BUDGETARY COMPARISON SCHEDULE - ARPA FUND
YEAR ENDED SEPTEMBER 30, 2022

Variance with

Actual Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)

REVENUES

Grant Revenue $ - $ 152,250 $ 150,359 $ (1,891)
EXPENDITURES

Current:

General Government - 152,250 150,359 1,891

EXCESS (DEFICIT) OF REVENUES OVER

EXPENDITURES - - - -
Fund Balances - Beginning of Year - - - -
FUND BALANCES - END OF YEAR $ - $ - $ - $ -
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO BUDGETARY COMPARISON SCHEDULES
YEAR ENDED SEPTEMBER 30, 2022

Budgetary Information: Stewardship, Compliance and Accountability

Fiscal Year
The fiscal year of the City shall begin on the first day of October and end on the last day of September.

Submission of Budget and Budget Message

On or before the first day of August each year, the City Manager shall submit to the City Council a
budget for the ensuing fiscal year and an accompanying message.

Budget Message

The City Manager's message shall explain the budget both in fiscal terms and in terms of the work
programs. It shall outline the proposed financial policies of the City for the ensuing fiscal year, describe
the important features of the budget, indicate any major changes from the current year in financial
policies, expenditures, and revenues together with the reasons for such changes, summarize the City’s
debt position and include such other material as the City Manager deems desirable.

Budget

The budget shall provide a complete financial plan of all City funds and activities for the ensuing fiscal
year and except as required by law or Charter, shall be in such form as the City Manager deems
desirable or the City Council may require. In organizing the budget, the City Manager shall utilize the
most feasible combination of expenditure classification by fund, organization unit, program, purpose or
activity, and object. It shall begin with a clear general summary of its contents; shall show in detail all
estimated income, indicating the proposed property tax levy, and all proposed expenditures, including
debt service, for the ensuing fiscal year; and shall be so arranged as to show comparative figures for
actual and estimated income and expenditures of the current fiscal year and actual income and
expenditures of the preceding fiscal year. It shall indicate in separate section:

1. Proposed expenditures for current operations during the ensuing fiscal year, detailed by offices,
departments, and agencies in terms of their respective work programs, and the method of
financing such expenditures;

2. Proposed capital expenditures during the ensuing fiscal year, detailed by offices, departments,
and agencies, when practicable, and proposed method of financing each such capital
expenditure;

3. Anticipated net surplus or deficit for the ensuing fiscal year of each utility owned or operated by
the City and the proposed methods of its disposition; subsidiary budgets for each such utility
giving detailed income and expenditure information shall be attached as appendices to the
budget.

The total of proposed expenditures shall not exceed the total of estimated income.

Budget Adoption

The City Council shall, by ordinance or resolution, each year adopt the budget on or before the thirtieth
day of September. The ordinance or resolution adopting the annual budget shall constitute estimated
revenues from various sources and appropriations specified therein for expenditures from the funds
indicated. If, during the fiscal year, revenues in excess of those estimated in the budget are available
for appropriation, the City Council by ordinance or resolution may make supplemental appropriations for
the year up to the amount of excess.
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TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF THE CITY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY
FLORIDA RETIREMENT SYSTEM PENSION PLAN

LAST EIGHT FISCAL YEARS'

2022 2021 2020 2019 2018 2017 2016 2015

City's Proportion of the Net Pension Liability 0.00418810% 0.00417089% 0.00451567% 0.00439673% 0.00443462% 0.00412110% 0.00395769% 0.00411602%
City's Proportionate Share of the Net Pension Liability 1,558,317 315,063 1,957,156 1,514,174 1,335,731 1,225,209 999,319 531,639
City's Covered Payroll 776,785 741,035 685,137 644,556 622,095 563,198 559,020 541,241
City's Proportionate Share of the Net Pension Liability

as a Percentage of Its Covered Payroll 200.61% 42.52% 285.66% 234.92% 214.71% 217.54% 178.76% 98.23%
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 82.89% 96.40% 78.85% 82.61% 84.26% 83.89% 84.88% 92.00%

* The amount presented for each discal year were determined as of June 30

'GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information for the vears available.
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TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF THE CITY’S CONTRIBUTIONS

FLORIDA RETIREMENT SYSTEM PENSION PLAN

LAST EIGHT FISCAL YEARS'

2022 2021 2020 2019 2018 2017 2016 2015
Contractually Required Contribution $ 191,430 158,893 150,036 136,330 133,205 106,031 104,219 92,464
Contributions in Relation to the Contractually
Required Contribution 191,430 158,893 150,036 136,330 133,205 106,031 104,219 92,464
Contribution Deficiency (Excess) $ - - - - - - - -
City's Covered Payroll $ 821,289 741,035 685,137 644,556 622,095 563,198 559,020 541,241
Contributions as a Percentage of Covered Payroll 23.31% 21.44% 21.90% 21.15% 21.41% 18.83% 18.64% 17.08%

* The amount presented for each discal year were determined as of September 30

'GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information for the years available.
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TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF THE CITY’S PROPORTIONATE SHARE OF NET LIABILITY
HEALTH INSURANCE SUBSIDY PENSION PLAN

LAST EIGHT FISCAL YEARS'

2022 2021 2020 2019 2018 2017 2016 2015

City's Proportion of the Net Pension Liability 0.00211430% 0.00205158% 0.00188998% 0.00186460% 0.00191942% 0.00174039% 0.00165096% 0.00186952%
City's Proportionate Share of the Net Pension Liability 223,938 251,657 230,763 208,630 203,153 186,091 192,413 190,661
City's Covered Payroll 776,785 741,035 685,137 6,445,556 622,095 563,198 559,020 541,241
City's Proportionate Share of the Net Pension Liability

as a Percentage of Its Covered Payroll 28.83% 33.96% 33.68% 32.37% 32.66% 33.04% 34.42% 35.23%
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 4.81% 3.56% 3.00% 2.63% 2.15% 1.64% 97.00% 0.50%

* The amount presented for each discal year were determined as of June 30

'GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information for the years available.

(48)



TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF THE CITY’S CONTRIBUTIONS

HEALTH INSURANCE SUBSIDY PENSION PLAN (HIS)
LAST EIGHT FISCAL YEARS'

2022 2021 2020 2019 2018 2017 2016 2015
Contractually Required Contribution $ 13532  § 12,059 $ 10,891  § 10,354 10,171 $ 8,350 9,045 7,210
Contributions in Relation to the Contractually
Required Contribution 13,532 12,059 10,891 10,354 10,171 8,350 9,045 7,210
Contribution Deficiency (Excess) $ - 3 - 3 - 3 - - 3 - - -
City's Covered Payroll $ 821,289 § 741,035 $ 685,137 $ 644,556 622,095 § 563,198 559,020 541,241
Contributions as a Percentage of Covered Payroll 1.65% 1.63% 1.59% 1.61% 1.63% 1.48% 1.62% 1.33%

* The amount presented for each discal year were determined as of September 30

'GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information for the years available.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF CHANGES IN THE CITY’S TOTAL OPEB
LIABILITY AND RELATED RATIOS - RETIREE HEALTH CARE PLAN
LAST FOUR FISCAL YEARS'

2022 2021 2020 2019
Balance at Beginning of Fiscal Year $ 136,975 $ 105,912 $ 62,337 $ 51,884
Changes Due to:
Service Cost 6,217 29,189 24,089 8,027
Interest 6,829 3,282 1,849 2,143
Demographic Experience (56,973) (5,929) (24,843) -
Benefit Payments and Refunds (35) (90) (48) (106)
Changes in Assumptions (46,051) 4,611 42 528 389
Balance at End of Fiscal Year $ 46,962 $ 136,975 $ 105,912 $ 62,337
City's Covered Payroll $556,529 $ 1,009,157 $ 821,184 $ 740,380
Total OPEB Liability as a Percentage of
Covered Payroll 8.44% 13.57% 12.90% 8.42%
Changes in assumptions and other
inputs reflect the impact of changes in
the discount rate each period. There
were no changes to the benefit terms
during the fiscal year. The discount
rates used in each period are: 4.77% 2.43% 2.14% 3.58%

GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information
for the years available.
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TOWN OF KENNETH CITY, FLORIDA
BUDGETARY COMPARISON SCHEDULE - CAPITAL PROJECTS FUND
YEAR ENDED SEPTEMBER 30, 2022

REVENUES
Intergovernmental Revenue
Grants

Total Revenues

EXPENDITURES
Current:
General Government
Capital Outlay
Total Expenditures

EXCESS (DEFICIT) OF REVENUES OVER
EXPENDITURES

Fund Balances - Beginning of Year
Restatement (see Note 12)

Fund Balances - Beginning of Year

FUND BALANCES - END OF YEAR

Variance with

Actual Amounts Final Budget
Budgeted Amounts (Budgetary Positive

Original Final Basis) (Negative)
581,000 $ 581,000 $ 744,485 $ 163,485
12,500 12,500 - (12,500)
593,500 593,500 744,485 150,985
. - 41,388 (41,388)
986,130 986,130 99,339 886,791
986,130 986,130 140,727 845,403
(392,630) (392,630) 603,758 996,388
1,759,597 1,759,597 1,759,597 -
- - 260,016 260,016
1,759,597 1,759,597 2,019,613 260,016
1,366,967 $ 1,366,967 $ 2,623 371 $ 1,256,404
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
Town of Kenneth City, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the Town of Kenneth City, Florida (City) as of and for the year ended
September 30, 2022, and the related notes to the financial statements, which collectively comprise the
City's basic financial statements and have issued our report thereon dated July 8, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of City’s internal
control. Accordingly, we do not express an opinion on the effectiveness of City’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings and responses we
identified certain deficiencies in internal control that we consider to be material weaknesses and
significant deficiencies.

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.

We consider the deficiencies described in the accompanying schedule of findings and responses as
items 2022-001 and 2022-002 to be material weaknesses.

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. We consider the deficiencies described in the accompanying schedule of findings and
responses items 2022-003 and 2022-004 to be significant deficiencies.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the financial statements. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Town of Kenneth City’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City’s
response to the findings identified in our audit and described in the accompanying schedule of findings
and questioned costs. The City’s responses were not subjected to the other auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on the
responses.

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.

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
July 8, 2024
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MANAGEMENT LETTER

Honorable Mayor and City Council
Town of Kenneth City, Florida

Report of the Financial Statements

We have audited the financial statements of the Town of Kenneth City, Florida (City) as of and for the
fiscal year ended September 30, 2022, and have issued our report thereon dated July 8, 2024.

Auditors’ 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 Florida
Auditor General.

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards, and Independent Accountant’s Report(s) 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 and schedule, which are dated July 8, 2024, 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 significant findings and recommendations made in the
preceding annual financial audit report. There were no findings and recommendations made in the
preceding annual financial audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. This information has
been included in the notes to the basic financial statements.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Financial Condition and Management

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, requires us to apply appropriate
procedures and communicate the results of our determination as to whether or not the City has 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 City did not meet any of the
conditions described by Section 218.503(1), Florida Statutes.

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

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.

Special District Component Units

Special District Component Units Section 10.554(1)(i)5.c., Rules of the Auditor General, requires, if
appropriate, that we communicate the failure of a special district that is a component unit of a county,
municipality, or special district, to provide the financial information necessary for proper reporting of the
component unit within the audited financial statements of the county, municipality, or special district in
accordance with Section 218.39(3)(b), Florida Statutes. In connection with our audit, we did not note
any special district component units that failed to provide the necessary information for proper reporting
in accordance with Section 218.39(3)(b), Florida Statutes.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General requires that we address noncompliance with
provisions of contract 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 which warrants the attention of
those charged with governance. See items 2022-003 and 2022-004 in the accompanying schedule of
findings and responses.

Purpose of this Letter

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

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
July 8, 2024
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2022

2022 — 001 — Deficiencies in Internal Controls

Type of Findings: Material Weakness in Internal Control over Financial Reporting

Condition: The City had several deficiencies in internal control as noted below:
¢ Invoices did not consistently have evidence of review

Journal entries did not have evidence of review

Credit card transactions did not consistently have adequate receipts

Bank reconciliations did not have evidence of review

Various account reconciliations were not performed on a timely basis

Lack of segregation of duties throughout the finance department

Criteria or specific requirement: The Internal Control-Integrated Framework (COSO Report) requires
adequate internal controls over financial reporting to ensure that transactions are properly recorded.
Internal controls should be in place to provide reasonable assurance that financial statements are
prepared in accordance with U.S. GAAP in a timely manner.

Context: The above internal control deficiencies noted impacted nearly all financial transactions during
the fiscal year.

Effect: An inefficient and ineffective control environment could result in inaccurate account balances
that require a restatement and a lack of timely financial information.

Cause: The City experienced turnover in recent years. During this time of turnover, internal controls
were not being followed. In addition, it does not appear that internal controls were documented to allow
incoming employees to follow the established procedures and policies.

Repeat Finding: No.

Recommendation: The City should evaluate their financial reporting processes and controls to
determine whether additional controls over the preparation of annual financial statements can be
implemented to provide reasonable assurance that financial statements are prepared in accordance
with GAAP in a timely manner. We recommend the City review their current procedures to ensure
adequate review of transactions and timeline for reconciliations and year-end close procedures and
evaluate the number of staff assigned to various accounting functions to ensure that staffing is
appropriate.

Views of responsible officials and planned corrective actions: Management concurs with the

finding. The current administration was not here during the period in which these occurred, however we
are working to implement the auditor’'s recommendation.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2022

2022-002 - Financial Statement Adjustments
Type of Findings: Material Weakness in Internal Control over Financial Reporting

Condition: Several audit adjustments were necessary for the financial statements to be reported in
accordance with generally accepted accounting standards (GAAP). Without these adjustments being
recorded, the financial statements would have been materially misstated. The following summarizes the
misstatements noted during the audit:

Prior period adjustments:
o Revenue/receivables related to:
o Half-cent tax
Local option gas tax
Infrastructure tax
Grant revenue

O O O

Other material misstatements:
e Capital assets
e Unrecorded accounts payable
e Unrecorded ad valorem revenue

Other items:
¢ Consolidation of Red-light Camera fund
e Creation of American Rescue Plan Act fund

Criteria or Specific Requirement: Management is responsible for establishing and maintaining
internal controls that are sufficient to ensure all financial transactions are recorded in accordance with
GAAP.

Effect: The City’s financial statements were materially misstated.

Cause: The City experienced turnover in recent years. During this time of turnover, internal controls
were not being followed. In addition, it does not appear that internal controls were documented to allow
incoming employees to follow the established procedures and policies.

Repeat Finding: No
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2022

2022-002 - Financial Statement Adjustments (continued)

Recommendation: The City should conduct a thorough review of its accounting policies and
procedures to identify any weaknesses or gaps that may have contributed to the misstatements and
restatements. This review should include an assessment of the City’s internal controls over financial
reporting.

The City should develop and implement a remediation plan to address the identified weaknesses and
gaps in its accounting policies and procedures. The remediation plan should include specific actions to
strengthen the City’s internal controls over financial reporting.

The City should establish a process for ongoing monitoring and testing of its accounting policies and
procedures to ensure that they are being followed correctly and that any issues are identified and
addressed in a timely manner.

In addition to the previous recommendations, we recommend that the City develop a year-end and
month-end checklist to ensure that all accounts are reconciled accurately and timely. This checklist
should include the following:

o A list of all accounts that require reconciliation, including bank accounts, accounts receivable,
accounts payable, and any other accounts that are material to the financial statements.

o A schedule of when each account should be reconciled, including the frequency of reconciliation
(e.g., monthly, quarterly, annually).

o A list of the steps required to complete each reconciliation, including the documentation that
should be prepared and reviewed.

o A requirement for sign-off by a supervisor or manager to ensure that each reconciliation has
been completed accurately and completely.

By implementing this checklist, the City can ensure that all accounts are reconciled in a timely and
accurate manner, reducing the risk of material misstatements and restatements in the financial
statements.

Views of responsible officials and planned corrective actions: Management concurs with the
finding. The current administration was not here during the period in which these occurred, however we
are working to implement the auditor’'s recommendation.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2022

2022-003 — Delay in Payment Processing
Type of Findings: Significant Deficiency in Internal Control over Financial Reporting

Condition: City did not comply with Florida Prompt Payment Act resulting in delays of payments to
vendors up to 93 days (about 3 months) later.

Criteria or Specific Requirement: Management is responsible for compliance with Florida Statute
218.70-218.80, Prompt Payment Act regarding payment to non-construction vendors within 45 days of
services.

Effect: The City was not in compliance with Florida Statute 218.70-218.80, Prompt Payment Act.
Cause: Lack of internal controls to ensure all payments are issued timely.

Repeat Finding: No

Recommendation: Management should review and pay invoices promptly to comply with Florida
Statute 218.70-218.80, Prompt Payment Act.

Views of responsible officials and planned corrective actions: Management concurs with the

finding. The current administration was not here during the period in which these occurred, however we
are working to implement the auditor’'s recommendation.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2022

2022-004 - Budgets
Type of Findings: Significant Deficiency in Internal Control over Financial Reporting
Condition: The City reported total expenditures of the General Fund that exceeded the final budget.

Criteria or Specific Requirement: Section 166.241, Florida Statutes, sets forth the requirements of
the City’s budget.

Context: Testing of compliance with budgetary requirements identified the deficiency.

Effect: The City is not in compliance with the budgetary requirements of Florida Statutes.

Cause: The budget was not amended for certain expenditures funded by intergovernmental grant
revenues, which were not part of the original budget. The reported total expenditures of the General

Fund exceeded the final budget.

Recommendation: Budgets should be monitored and amended when needed, within the time period
allowed by statute, to ensure that the City does not incur expenditures in excess of budgeted amounts.

Views of responsible officials and planned corrective actions: Management concurs with the

finding. The current administration was not here during the period in which these occurred, however we
are working to implement the auditor’'s recommendation.
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INDEPENDENT ACCOUNTANTS’ REPORT

Honorable Mayor, City Council, and the Florida Auditor General
Town of Kenneth City, Florida

We have examined the Town of Kenneth City’s (City) compliance with Section 218.415, Florida
Statutes, regarding the investment of public funds, during the fiscal year ended September 30, 2022.
Management of the City is responsible for the City’s compliance with the specified requirements. Our
responsibility is to express an opinion on the City’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 City complied, in all material respects,
with the specified requirements referenced above. An examination involves performing procedures to
obtain evidence about whether the City complied with the specified requirements. The nature, timing,
and extent of the procedures selected depend on our judgement, including an assessment of the risks
of material noncompliance, whether due to fraud or error. We believe that the evidence we obtained is
sufficient and appropriate to provide a reasonable basis for our opinion.

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

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

In our opinion, the City complied, in all material respects, with Section 218.415, Florida Statutes,
regarding the investment of public funds, during the year ended September 30, 2022.

This report is intended solely for the information and use of the City and the Auditor General, State of

Florida, and is not intended to be, and should not be, used by anyone other than these specified
parties.

WMW s

CliftonLarsonAllen LLP

Tampa, Florida
July 8, 2024
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