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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor, City Commission, and City Manager,
City of Ormond Beach, Florida:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Ormond Beach,
Florida (the City), as of and for the year ended September 30, 2020, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Ormond Beach, Florida, as of September 30,
2020, and the respective changes in financial position and cash flows, where applicable, thereof, and the
respective budgetar?]/ comparisons for the General, Redevelopment Trust, and Ormond Crossings Trust
funds for the year then ended in accordance with accounting principles generally accepted in the United
States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s financial statements. The introductory section, combining and individual nonmajor
fund financial statements and other schedules, the schedule for water and sewer bond covenants,
statistical section, and schedule of expenditures of federal awards and state financial assistance as
required by the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR? Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) and Section 215.97, Florida Statutes, Florida Single Audit Act, are presented for purposes of
additional analysis and are not a required part of the basic financial statements

The combining and individual nonmajor fund financial statements and other schedules, the schedule for
water and sewer bond covenants, and the schedule of expenditures of federal awards and state financial
assistance are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain other
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 11,
2021, 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 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 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 of Ormond Beach, Florida’s

internal control over financial reporting and compliance.
[

Daytona Beach, Florida
February 11, 2021

-11 -
























Program Expenses Governmental Activities
(in Thousands)

$8,587 $8,100

$5,162

B 00

GENERAL GOV'T  PUBLIC SAFETY ~ PUBLIC WORKS HUMAN SERVICES ~ CULTURE & ECONOMIC INTEREST &
RECREATION DEVELOPMENT  CHARGES ON
LONG-TERM DEBT

m Expenses

Governmental activities
Governmental activities increased the net position by $3,099,000. Key elements of these changes are
operating and capital grants received by the City and other items noted on page 27.
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Program Revenue by Source Business-type Activities
(in Thousands)
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Business-type activities

Business-type activities increased the City of Ormond Beach’s net position by $401,000.

Financial Analysis of the City’s Funds

As noted earlier, the City of Ormond Beach uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds

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

As of the end of the current fiscal year, the City of Ormond Beach’s twenty-two (22) governmental
funds reported combined ending fund balances of $30,351,000, an increase of $1,172,000 in comparison
with the prior year. This increase relates to the timing of scheduled capital improvements. Fund balance
for the combined twenty-two (22) governmental funds consists of:

$6,263,000 or 20.6% is assigned for economic development, municipal airport, recreational
facilities, grants, debt service, capital projects, revenue stabilization and appropriations.

$378,000 or 1.2% is committed by formal action of the City Commission for improvements of
recreational facilities.

$14,482,000 or 47.7% is restricted by enabling legislation or other legal requirements imposed
by outside sources.

$1,929,000 or 6.4% is non-spendable relating to inventories, prepaid items and long-term advances.
$7,300,000 or 24.1% is unassigned.

The General Fund is the chief operating fund of the City of Ormond Beach. General Fund fund balance
increased by $1,277,000 during the year which included $46,000 related to Economic Development. At
the end of the current fiscal year fund balance of $773,000 was considered nonspendable and allocated
for advances and inventory; $67,000 was restricted by legal requirements. Fund balance of $4,416,000
was assigned to Economic Development, the subsequent year’s budget, and capital projects.
Unassigned, undesignated fund balance of the General Fund as of September 30, 2020, was $7,787,000.

The Redevelopment Trust Fund is a special revenue fund that reports the financial activities of the
Ormond Beach Downtown Community Redevelopment Area. At September 30, 2020, restricted fund
balance of the Redevelopment Trust Fund was $1,674,000, reflecting a net decrease of $160,000 for
planned capital improvements. The Fund received $925,000 in tax increment revenues and $454,000 in
transfers from the General Fund in fiscal year 2020. These funds are legally restricted to complete
projects identified in the Granada Boulevard Master Plan.

The Ormond Crossings Trust Fund is a special revenue fund that reports the financial activities of the

North Mainland/Ormond Crossings Community Redevelopment Area. At September 30, 2020, restricted
fund balance of the Ormond Crossings Trust Fund was $309,000. The net increase to restricted fund
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balance during the current year was $87,000. The Fund received $49,000 in tax increment revenues and
$39,000 in transfers from the General Fund in fiscal year 2020. These funds are legally restricted for use
to complete project identified in the North Mainland/Ormond Crossings Community Redevelopment
Area Master RedevelopmentPlan.

Funds classified as non-major governmental funds consisting of special revenue funds, debt service
funds, and capital project funds have a combined fund balance of $15,594,000.

Proprietary Funds

The City of Ormond Beach’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net position of the Water and Sewer Fund at the end of the year amounted to $5,998,000. The
total increase in net position was $513,000. Unrestricted net position of the Solid Waste Fund at the end of
the year amounted to $393,000. The total decline in net position was $112,000. Other factors concerning
the financial position of these funds have already been addressed in the discussion of the City’s business-
type activities.

General Fund Budgetary Highlights

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

Revenues-

$305,000 Taxes — The positive variance was largely associated with an increase in delinquent
tax collections and utility taxes.

$1,322,000 Intergovernmental — The variance reflects reimbursement for hurricane damages.

($315,000) Charges for Services — The negative variance is lost revenue associated with
recreation facility closures due to the COVID pandemic.

Expenditures-

($174,000) Fire services — The variance reflects additional costs incurred due to the COVID
pandemic which are expected to be reimbursed through federal grant funding.

$250,000 Public Works — The variance reflects savings associated with vacant positions
resulting from terminations and retirements.

$418,000 Culture and recreation — The negative variance is lost revenue associated with
recreation facility closures due to the COVID pandemic.
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Capital Asset and Debt Administration

The City of Ormond Beach’s investment in capital assets, net of related depreciation, for its governmental
and business type activities as of September 30, 2020, amounts to $218,162,000. This investment in
capital assets includes land, buildings and improvements other than buildings, equipment, infrastructure
and construction in progress.

The total change in the City of Ormond Beach’s capital assets, net of related depreciation, for the current
fiscal year was an increase of $1,449,000 (1.2%) for governmental activities and a decrease of $1,137,000
(1.1%) for business-type activities.

CITY OF ORMOND BEACH’S CAPITAL ASSETS
Net of Depreciation
(In thousands)

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019
Land $43,452 $43,452 $1,072 $1,072 $44,524 $44,524
Works of Art 377 377 - - 377 377
Intangibles (Easements) 1,180 1,510 543 399 1,723 1,909
Building & Improvements 62,180 63,552 90,989 89,301 153,169 152,853
Equipment 5,277 5,408 1,671 1,787 6,948 7,195
Construction in progress 7,254 5,643 3,129 5,661 10,383 11,304
Total $119,720 $119,942 $97,404 $98,220 $217,124 $218,162

Additional information on the City of Ormond Beach’s capital assets can be found in Note (6) on pages

57-58 of this report.

Lona-term Debt

At the end of the 2020 fiscal year, the City of Ormond Beach had total bonded debt outstanding of
$27,362,000. Of this amount, $3,285,000 relates long-term debt backed by the full faith and credit of the
government. The remainder of the City of Ormond Beach’s debt represents bonds secured solely by
specified revenue sources or covenants.

CITY OF ORMOND BEACH’S OUTSTANDING DEBT

General Obligation and Revenue
Bonds (In Thousands)

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019
General Obligation Bonds $3,285 $3,640 - - $3,285 $3,640
Revenue Bonds - - $24,077 $27,602 $24,077 $27,602
Total $3,285 $3,640 $24,077 $27,602 $27,362 $31,242

The City of Ormond Beach’s total bonded debt decreased by $3,880,000 during the current fiscal year.

Under Florida statues, no debt limit margin is placed on local governments. Additional information on the
City’s long-term debt can be found in Note (10) on pages 61-67 of this report.
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Economic Factors and Next Year’s Budgets and Rates

The unemployment rate for the municipal service area was 1.37% as of September 2020 compared
to a year ago.

The City's taxable value of commercial and residential property continues to increase.

Inflationary trends in the region are comparable to national indices.

All of these factors were considered in preparing the City of Ormond Beach’s budget for the 2020-21 fiscal
year.

Unassigned, fund balance of the General Fund as of September 30, 2020 was $7,300,000.

Water and wastewater service rates for fiscal year 2021 remained unchanged as current revenue was
sufficient to provide funding for operational and capital expenses.

Requests for Information

This financial report is designed to provide a general overview of the City of Ormond Beach’s finances for
all those with an interest in the City’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the City of Ormond
Finance Director, P.O. Box 277, Ormond Beach, Florida 32175-0277. Additional information can be found
on the Finance Department’s website at www.ormondbeach.org.

=24 -



BASIC FINANCIAL STATEMENTS
These basic financial statements contain Government-wide

Financial Statements, Fund Financial Statements and Notes to the
Financial Statements.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies:

The City of Ormond Beach, Florida (the City) is a municipal corporation created by the laws of Florida,
Chapter 67-1274 located in Volusia County. The legislative branch of the City is comprised of a five- (5)
member elected Commission. The City Commission is governed by the City Charter and by state and
local laws and regulations. The City Commission is responsible for the establishment and adoption of
policy. The execution of such policy is the responsibility of the Commission-appointed City Manager.

The accounting policies of the City conform to accounting principles generally accepted in the United
States of America (GAAP) as applicable to governments. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. All amounts reported in the financial statements are in thousands. The following is a
summary of the more significant policies.

(@) Reporting entity The accompanying financial statements present the financial position,
results of operations and cash flows of the applicable fund types governed by the City Commission
of the City of Ormond Beach, Florida, the reporting entity of government for which the City
Commission is considered to be financially accountable. Based upon the application of the criteria
set forth in GASB Codification, there are no discretely presented component units of the City.

(b) Individual Component Unit Disclosures The City reports the following blended component
units:

The Ormond Beach Community Redevelopment Agency (CRA) (created by Florida Statutes 163.38
and Resolution 84-74) is governed by a board comprised of the government’s elected Commission.
Additionally, the services provided by the agency entirely benefit the primary government and bond
issuance authorization is approved by the City’s Commission. Although legally separate, the CRA is
reported as if it were part of the primary government and appropriately recorded as a major special
revenue fund.

The Ormond Beach North Mainland / Ormond Crossings Community Redevelopment Agency
(Ormond Crossings) (created by Florida Statutes 163.38 and Resolution 2006-36) is governed by a
board comprised of the government’s elected Commission. Additionally, the services provided by
the agency benefit the primary government and bond issuance authorization is approved by the
City’s Commission. Although legally separate, Ormond Crossings is reported as if it were part of
the primary government and appropriately recorded as a major special revenue fund.

(c) Related organizations The City commission is also responsible for appointing the members
of the board for the Ormond Beach Housing Authority. The City’s accountability for this
organization does not extend beyond making the appointments. The board members do not serve at
the discretion of the Commission and can only be removed for cause. The City cannot impose its
will on the Housing Authority and does not derive any financial benefit or burden from the
relationship.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

(d) Jointly-governed organizations The City, in conjunction with the County, eleven (11) other
cities in Volusia County, over seventy-five local private sector companies, five (5) higher education
institutions and Volusia County Public Schools have created the Team Volusia Economic
Development Corporation. Team Volusia EDC is an organization that works to support business
growth and recruit new business within the County and its 16 cities. During the year ended
September 30, 2020, the City made a contribution to the Team Volusia EDC in the amount of
$25,000, which allows the City to have one member on the Executive Committee.

(e) Government-wide and fund financial statements The government-wide financial
statements (i.e., the statement of net position and the statement of changes in net position) report
information on all of the nonfiduciary activities of the City. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

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

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

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

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

When grant terms provide that an expenditure of resources is the prime factor for determining
eligibility for federal, state, and other grant resources, revenue is recognized at the time the
expenditure is made. Expenditures generally are recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Taxes, intergovernmental revenue, licenses and permits, charges for services, and interest associated
with the current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

The City reports the following major governmental funds:

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

The Redevelopment Trust Fund is a special revenue fund that accounts for the financial
resources related to the economic development of the Ormond Beach Downtown Community
Redevelopment Area. These funds include proceeds from the City’s tax increment financing
districts, which are legally restricted and expended to support the City’s redevelopment in the
designated community redevelopment area.

The Ormond Crossings Trust Fund is a special revenue fund that accounts for the financial
resources related to the economic development of the North Mainland/Ormond Crossings
Community Redevelopment Area. These funds include proceeds from the City’s tax increment
financing District, which are legally restricted and expended to support the City’s
redevelopment in the designated community redevelopment area.

The City reports the following major proprietary funds:

The Water and Sewer Fund accounts for the activities of the City’s water distribution system,
sewage treatment plant, sewage pumping stations and collection systems.

The Solid Waste Fund accounts for the activities of the City’s solid waste collection and
disposal system.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

Additionally, the City reports the following fund types:

Special Revenue Funds These funds account for financial resources related to the
stormwater, airport, confiscated funds and grants of the City. The funds account for specific
revenues that are legally restricted and expended for these specific purposes.

Debt Service Funds These funds account for the resources accumulated and payments made
for principal and interest on long-term general obligation debt of governmental funds.

Capital Projects Funds These funds account for financial resources to be used for
equipment replacement or the acquisition or construction of major capital facilities and
improvement projects (other than those financed by proprietary funds and trust funds).

Internal Service Fund This fund accounts for self-insurance activities provided to other
departments of the City, on a cost-reimbursement basis.

Pension Trust Funds These funds account for the activities of the Employees Retirement
System, which accumulates resources for pension benefit payments to qualified firemen,
police officers, and general employees.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges
between the City’s water and sewer function and various other functions of the City. Elimination of
these charges would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the City’s enterprise funds and internal service funds are charges to customers for sales
and services. Operating expenses for enterprise funds and internal service funds include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

(9) Budgets and budgetary accounting Annual budgets for all governmental and proprietary
funds were adopted in compliance with Florida law. The basis on which the budgets are prepared is
consistent with the basis of accounting utilized by the various fund types. The governmental funds’
budgets are prepared on the modified accrual basis of accounting. The proprietary funds’ budgets
are prepared on the full accrual basis of accounting. The City follows these procedures in
establishing the budgetary data reflected in the accompanying financial statements:

(i) Prior to the end of the fiscal year, the City Manager submits to the City Commission a
proposed operating budget for the fiscal year commencing the following October 1. The
operating budget includes proposed expenditures and the means of financing them.

(i) Budget workshops are scheduled by the City Manager, as needed.

(iii) The general summary of the budget and notice of public hearing is published in the local
newspaper.

(iv) Public hearings are conducted to obtain taxpayer comments.
(v) Prior to October 1, the budgets are legally enacted through passage of an ordinance.

(vi) The City Manager is authorized to transfer budgeted amounts between divisions and
departments; however, any revisions that alter the total appropriations of any fund must
be approved by the City Commission.

(vii) The level of classification detail at which expenditures may not legally exceed
appropriations is the fund level.

(viii) The City Commission, by Ordinance, may make supplemental appropriations in excess
of those originally estimated for the year up to the amount of available revenues. There
one budget amendment to the General Fund for the fiscal year ended September 30,
2020.

(ix) Appropriations lapse at the close of the fiscal year to the extent they have not been
expended. Appropriations for capital expenditures lapse five years henceforth.

The budgets for governmental funds that were either adopted or amended during the year by the
City Commission were prepared using the modified accrual basis of accounting in accordance with
GAAP. The general, special revenue, debt service and capital project funds have legally adopted
budgets. The legally adopted annual budget is contained within a separate document.

The individual funds that comprise the Water and Sewer Fund, consisting of the Water and
Wastewater Operations Fund, Vehicle Replacement Fund, Renewal and Replacement Fund,
Consolidated Debt Service Fund, West Ormond Reuse Impact Fee Fund, Water System Impact Fee
Fund, Wastewater System Impact Fee Fund, Water System Improvements Fund, Wastewater
System Improvements Fund and Watermain System Improvements Fund, have legally adopted
annual budgets. The Solid Waste Fund also has a legally adopted annual budget. Presentation of
budget/actual comparisons have not been presented in these financial statements as this disclosure
would be misleading and is not required by GAAP.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

(h) Cash and investments For accounting and investment purposes, a pooled cash and
investments account is maintained for all funds. This gives the City the ability to invest large
amounts of idle cash for short periods of time and to maximize earnings potential. The “equity in
pooled cash and investments” represents the amount owned by each fund.

Cash and cash equivalents include cash on hand, demand deposits and cash with fiscal agent.
Additionally, each fund’s equity in the City’s investment pool is considered to be a cash equivalent
since the funds can deposit or effectively withdraw cash at any time without prior notice or penalty.

All of the City’s investments are reported at fair value, with the exception of 2a-7-like pools which
are stated at cost or amortized value. Investments within the Pension Trust Funds made through
financial brokers are held with trustees and are stated at fair value as determined in an active market.

(i) Receivables, revenues, and interfund obligations Activity between funds that are
representative of lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). All other
outstanding balances between funds are reported as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and business-type activities are reported
in the government-wide financial statements as “internal balances.”

All trade and property tax receivables, including those for water, sewer and solid waste services, are
shown net of an allowance for uncollectibles. Trade accounts receivable in excess of 120 days
comprise the trade accounts receivable allowance for uncollectibles, including those for water,
sewer and solid waste services. The property tax receivable allowance is recorded from
approximately 45 percent of outstanding property taxes at September 30, 2020.

The unbilled portion of water, sewer, solid waste, and stormwater earned revenues and accrued at
year end is based upon a proration of the October cycle billing.

Under Florida law, the assessment of all properties and the collection of all county, municipal and
school district property taxes are consolidated in the offices of the Volusia County Property
Appraiser and Volusia County Revenue Division. The laws of the state regulating tax assessment
are also designed to assure a consistent property valuation method statewide. State Statutes permit
municipalities to levy property taxes at a rate of up to ten mills. For the year ended September 30,
2020, the millage rate assessed by the City was 4.2200 mills.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

The property tax calendar is as follows:
Valuation Date January 1, 2019

Property Appraiser prepares the assessment roll with values as of January 1, July 1, 2019
2019, submits this preliminary roll for approval by the State and notifies each
taxing authority of their respective valuations.

City Commission holds two required public hearings and adopts a budget and September 2019
ad valorem tax millage rate for the coming fiscal year.

Property Appraiser certifies the assessment roll and all real and tangible November 1, 2019
personal property taxes are due and payable (Levy date).

A Notice of Taxes is mailed to each property owner on the assessment roll. November 1, 2019
Taxes may be paid November 2019 through March 2020, with the following
applicable discounts:

Month Paid Discount Percent November 1, 2019
November 4% through
December 3 March 31, 2020
January 2
February 1
March 0
All unpaid taxes on real and tangible personal property become delinquent. April 1, 2020
A list of unpaid tangible personal property taxes and a list of unpaid real April and May
property taxes are advertised. 2020
Tax certificates are sold on all real estate parcels with unpaid real property June 1, 2020

taxes (Lien date).

A court order is obtained authorizing the seizure and sale of personal property June 1, 2020
if the taxpayer fails to pay the delinquent personal property taxes.

At September 30, 2020, the City has recorded property taxes receivable of $55,987.

(i) Inventories consist of expendable supplies held for consumption. The cost is recorded as
an expenditure at the time inventory is used (consumption method) using the first-in, first-out
method of accounting.

(k) Prepaid items Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid items in both government-wide and fund financial statements.
Prepaid items are recorded as expenditures in governmental funds using the consumption method.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

() Restricted assets Certain proceeds of enterprise fund revenue bonds, as well as certain
resources set aside for their repayments, are classified as restricted assets on the balance sheet
because their use is limited by applicable bond covenants. Restricted funds are comprised of the
following:

Sinking funds are used to segregate resources accumulated for debt service payments over the
next twelve months.

Renewal and replacement funds are used to report resources set aside to meet unexpected
repairs or to fund asset renewal and replacement.

Construction funds are used to report proceeds from bonds restricted for construction and
impact fees on new construction and development. Impact fees must be expended on utility
system expansions.

Landfill escrow funds are used to meet the obligation for closure and post closure care costs.

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

(m) Capital assets Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, drainage improvements, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated acquisition value at the date of donation.

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

Property, plant, and equipment are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings 25
Stormwater infrastructure 25
Roadways and sidewalks infrastructure 25
Water system 25
Sewer system 25-30
Parks and recreational infrastructure 15
Vehicles and rolling stock 7-15
Machinery and equipment 3 5
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

(n) Deferred outflows of resources In addition to assets, the statement of financial position will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then.

The City has two items that qualifies for reporting as deferred outflows of resources, reported in
both the government-wide statement of financial position and the proprietary funds statement of
financial position. The items are the deferred outflows related to pensions and other post-
employment benefits (OPEB). The deferred outflows related to pensions and OPEB will be
recognized as either pension/OPEB expense or a reduction in the net pension/OPEB liability,
respectively, in future reporting years. Details on the composition of deferred outflows related to
pensions and OPEB are reported in subsequent notes.

(0) Unearned revenue Unearned revenues will be recognized as revenue in the fiscal year they
are earned or become available. Unearned revenue presented on the government-wide,
governmental fund, and proprietary fund statements represents advance collection of funds for
services to be provided in future reporting periods, consisting primarily of service deposits.

(p) Liability for compensated absences The City policy permits employees to accumulate a
limited amount of earned, but unused personal, vacation, and sick leave. These benefits are payable
to employees upon separation from service. All leave pay is accrued when incurred in the
government-wide and proprietary fund financial statements. A liability for these amounts is reported
in accordance with the GASB Codification.

() Other post-employment benefits (OPEB) Pursuant to Section 112.0801, Florida Statutes,
the City is mandated to permit participation in the health insurance program by retirees and their
eligible dependents at a cost to the retiree that is no greater than the cost at which coverage is
available for active employees. The rates provide for an implicit subsidy for retirees because, on an
actuarial basis, their current and future claims are expected to result in higher costs to the Plan on
average than those of active employees. The City is financing the post-employment benefits on a
pay-as-you-go basis. As determined by an actuarial valuation, the City records a total OPEB liability
in its proprietary and government-wide financial statements related to the implicit subsidy. See Note
(13) for further information.

() Long-term obligations In the government-wide financial statements, and proprietary fund
types in the fund financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities, business-type activities, or proprietary fund
type statement of net position. Bond premiums and discounts are deferred and amortized over the
life of the bonds using the straight-line method. Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance costs are expensed when paid.

In the fund financial statements, governmental fund types recognize premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt
service expenditures.
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NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies: (Continued)

(s) Deferred inflows of resources In addition to liabilities, the statement of financial position
will sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position that
applies to future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time.

Currently, the City has three items that qualify for reporting as deferred inflows of resources, two in
both the government-wide statement of financial position and the proprietary funds statement of
financial position and one item on the balance sheet of the governmental funds. The deferred
inflows related to pensions and OPEB will be recognized as a component of pension/OPEB expense
in future reporting years. Details on the composition of deferred inflows related to pensions and
OPEB are reported in subsequent notes.

In the governmental funds, a deferred inflow of resources is reported for unavailable revenue, which
will be recognized as inflows of resources in the period that the amounts become available. The
sources of the unavailable revenue are as follows:

Nonmajor Total
General Governmental  Governmental
Description Fund Funds Funds
Property taxes $ 32,111 % 7,330 $ 39,441
Payments in lieu of taxes 22,500 - 22,500
Code enforcement violations 457,170 - 457,170
Total $ 511,781 $ 7,330 $ 519,111

(t) Fund equity In the fund financial statements, governmental funds report fund classifications
that comprise a hierarchy based primarily on the extent to which the City is bound to honor
constraints on the specific purposes for which amounts in those funds can be spent. Amounts that
are restricted to specific purposes either by a) constraints placed on the use of resources by creditors,
grantors, contributors, or laws or regulations of other governments or b) imposed by law through
constitutional provisions or enabling legislation are classified as restricted fund balances. Amounts
that can only be used for specific purposes pursuant to constraints imposed by the City Commission
through an ordinance are classified as committed fund balances. Amounts that are constrained by
the City’s intent to be used for specific purposes but are neither restricted nor committed are
classified as assigned fund balances. As per the City’s fund balance policy, approved by Resolution
2011-138 on September 20, 2011, the intended purpose (assignments) may be determined by the
City Commission, City Manager or Finance Director. Non-spendable fund balances include amounts
that cannot be spent because they are either a) not in spendable form or b) legally or contractually
required to be maintained intact. Unassigned fund balances represent the fund balance that has not
been assigned to other funds and that has not been restricted, committed or assigned to specific
purposes within the General Fund.

The City would typically use restricted fund balances first, followed by committed resources, and

then assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend
unassigned resources first to defer the use of these other classified funds.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(3) Cash Deposits and Investments:

(@ City of Ormond Beach

The City’s investment policies are governed by Chapter 280 and 218, Florida Statutes, City Code of
Ordinances, and the adopted investment policy. For all investments authorized by statute or policy, the
City applies the “Prudent Person” standard when developing investment strategies. The basic allowable
investment instruments are as follows:

United States Government Securities — includes negotiable direct obligations, or obligations the
principal and interest of which are unconditionally guaranteed by the United States Government.

United States Government Agencies (full faith and credit of the United States Government) —
includes bonds, debentures or notes issued or guaranteed by the United States Government agencies,
provided such obligations are back by the full faith and credit of the United States Government.

Federal Instrumentalities (United States Government Sponsored Enterprises (“GSE™) which are
non-full faith and credit) — includes bonds, debentures or notes issued or guaranteed by the United
States Government Sponsored Enterprises which are non-full faith and credit.

Mortgage-Backed Securities — includes securities which are based on mortgages that are guaranteed
by a government agency or GSE for payment of principal and a guarantee of timely payments.

Non-Negotiable Interest-Bearing Time Certificates of Deposit — includes non-negotiable interest-
bearing time certificates of deposit or savings accounts in banks organized under the laws of Florida
and/or in national banks organized under the laws of the United States and doing business and
situated in Florida, provided that any such deposits are secured by the Florida Security for Public
Deposits Act, Section 280, Florida Statutes.

Repurchase Agreements — includes repurchase agreements comprised of only those investments
based on the requirements set by the City’s Master Repurchase Agreement.

Commercial Paper — includes commercial paper of any United States company that is rated, at the
time of purchase, “Prime-1” by Moody’s and “A-1" by Standard & Poor’s (prime commercial
paper. If backed by a letter of credit (LOC), the long-term debt of the LOC provider must be rated at
least single “A” category by any two Nationally Recognized Statistical Rating Organizations
(“NRSROs™).

Corporate Notes — includes corporate notes issued by corporations organized and operating within
the United States or by depository institutions licensed by the United States that have a long-term
debt rating, at the time of purchase, at a minimum single “A” category by any two NRSROs.

Bankers’ Acceptances — includes bankers’ acceptances which are issued by a domestic bank which
has, at the time of purchase, an unsecured, uninsured and unguaranteed obligation rating of at least
“Prime-1" by Moody’s or “A-1" by Standard & Poor’s.

State and/or Local Government Taxable and/or Tax-Exempt Debt — includes state and local
government taxable and/or tax-exempt debt, general obligation and/or revenue bonds, rated, at the
time of purchase, at a minimum single “A” category by any two NRSROs, or rated at least “MIG-2”
by Moody’s or “SP-2” by Standard & Poor’s for short term debt.
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(3) Cash Deposits and Investments: (Continued)

Registered Investment Companies (Money Market Mutual Funds) — includes shares in open-end and
no-load money market funds provided such funds are registered under the Federal Investment
Company Act of 1940 and operate in accordance with 17 C.F.R. Section 270.2a-7, which stipulates
that money market funds must have an average weighted maturity of 60 days or less. In addition, the
share value of the money market funds must be equal to $1.00. The money market funds shall be
rated “AAAmM” by Standard & Poor’s or the equivalent by another NRSRO.

Intergovernmental Investment Pool — includes intergovernmental investment pools that are
authorized pursuant to the Florida Interlocal Corporation Act, as provided in Section 163.01, Florida
Statutes. The intergovernmental investment pool shall be rated “AAA” by Standard & Poor’s or the
equivalent by another NRSRO.

The Florida PRIME - includes the Florida PRIME and shall be rated “AAAmM” by Standard &
Poor’s or the equivalent by another NRSRO.

Deposits include cash on hand and amounts held in the City’s demand accounts. Each demand account is
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Any balance in excess of
FDIC insurance is covered by collateral held by the City’s custodial bank, which is pledged to a state trust
fund that provides security in accordance with Florida Security for Public Deposits Act, Chapter 280,
Florida Statutes.

The Florida Security for Public Deposits Act established guidelines for qualification and participation by
banks and savings associations, procedures for the administration of the collateral requirements and
characteristics of eligible collateral. Under the Act, the qualified public depository must pledge at least 50
percent of the average daily balance for each month of all public deposits in excess of any applicable
deposit insurance. Additional collateral, up to a maximum of 125 percent, may be required, if deemed
necessary under the conditions set forth in the Act.

Obligations pledged to secure deposits must be delivered to the State Treasurer or, with the approval of
the State Treasurer, to a bank, savings association, or trust company provided a power of attorney is
delivered to the Treasurer. Under the Act, the pool may assess participating financial institutions on a pro
rata basis to fund any shortfall in the event of the failure of a member institution.

The City is a member of Florida PRIME, the Local Government Surplus Funds Trust Fund Investment
Pool (the Pool), that is administered by the State Board of Administration of Florida (SBA). This pool is a
“2a-7 like” pool, which has the characteristics of a money market fund. Therefore, the fair value of
investments held at the State Board of Administration Pool is the same as the fair value of the pooled
shares. The Regulatory Oversight of the Local Government Surplus Funds Trust fund is governed by Ch.
19-7 of the Florida Administrative Code, which identifies the Rules for the State Board of Administration.
These rules provide guidance and establish the general procedure for the administration of the Local
Government Surplus Funds Trust Fund. The Local Government Surplus Trust Fund is not a registrant
with the Securities and Exchange Commission (SEC); however, the Board has adopted operating
procedures consistent with the requirements for a 2a-7 fund. The State Board of Administration has taken
the position that participants in the pool are not required to disclose information related to interest rate
risk, concentration of credit risk, and foreign credit risk.
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(3) Cash Deposits and Investments: (Continued)

The City has funds invested in a money market mutual fund. The fund’s portfolio is structured within the
confines of Rule 2a-7 under the Investment Company Act of 1940, as amended. SEC Rule 2a-7 is the rule
that permits money market funds to use amortized cost to maintain a constant NAV (net asset value) of
$1.00 per share, provided that such funds meet certain criteria. Therefore, the fair value of the City’s
position in the fund is the same as the value of the fund’s shares. The fund invests primarily in short-term,
high-quality, fixed-income securities issued by banks, corporations and the U.S. government, rated in the
highest short-term category or of comparable quality.

The City measures and records its investments, assets whose use is limited, and restricted assets using fair
value measurement guidelines. These guidelines recognize a three-tiered fair value hierarchy, as follows:

Level 1: Quoted prices for identical investments in active markets;
Level 2: Observable inputs other than quoted market prices; and,
Level 3: Unobservable inputs.

As of September 30, 2020, the City’s Governmental and Business-type investment portfolio is composed
of the following investments:

Weighted Average

Credit Investment Maturities
Quality (in Years) Fair Value Measurement
Rating Carrying
Investment Type (Moody’s) Value Less Than 1 1-5 Level 1 Level 2 Level 3
Cash deposits NR $ 24,787,777 $ 24,787,777 $ - $ nfa $ nfa $ n/a
State Board of Administration
— Florida PRIME AAAmM 191,326 191,326 - n/a n/a n/a
Money market AAA-mf 29,681,335 29,681,335 - n/a n/a n/a
Total Portfolio $ 54,660,438 $ 54,660,438 $ - $ - $ - $ -

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of investments. The City’s investment policy manages its exposure to declines in fair values by
limiting the maturity of specific investments to provide sufficient liquidity to pay obligations as they
come due. In addition, the City’s investment policy limits investments to those having a maturity, at the
time of purchase, of less than five years. There were no investments in the City’s portfolio that exceeded
this maximum maturity at September 30, 2020.

Credit Risk: Credit risk is the risk that a debt issuer or other counter-party to an investment will not fulfill
its obligations. The City’s investment policy utilizes portfolio diversification in order to limit investments
to the highest rated securities as rated by nationally recognized rating agencies. The ratings of the
investments held at year end are shown above. All are rated within the investment policy guidelines at
September 30, 2020.
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(3) Cash Deposits and Investments: (Continued)

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of
an investment in a single issuer. The City’s investment policy utilizes limitations on securities of a single
issuer to manage this risk. For example, the City’s investment policy limits a maximum of 40% of
available funds may be invested in any one issuer of Federal Instrumentalities. Likewise, the policy limits
state a maximum of 15% of available funds may be invested with any one issuer of Commercial Paper. At
September 30, 2020, the investment portfolio met the single issuer and quality limitations of the
investment policy.

Custodial Credit Risk: Custodial credit risk is the risk that the City may not recover cash and investments
held by another party in the event of financial failure. All of the City’s cash deposits are held by banks
that qualify as a public depository under the Florida Security for Public Deposits Act as required by
Chapter 280.02, Florida Statutes. Therefore, the City has no custodial risk associated with deposits.

The City’s investment policy requires securities, with the exception of certificates of deposit, to be held
with a third-party custodian and all securities purchased by, and all collateral obtained by the City, should
be properly designated as an asset of the City. The securities must be held in an account separate and
apart from the assets of the financial institution. Security transactions between a broker/dealer and the
custodian involving the purchase or sale of securities, by transfer of money or securities must be made on
a “delivery versus payment” basis, if applicable, to ensure the custodian will have the security or money,
as appropriate, in hand at the conclusion of the transaction. As of September 30, 2020, the City’s
investment portfolio was held with a third-party custodian.

Foreign Currency Risk: Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of an investment. The investment policy does not permit general obligations issued by
a foreign government and is, therefore, not exposed to foreign currency risk.
(b) Pension Plans
The City’s Pension Plans are authorized to invest in the following investments:
Investment products and funds provided through insurance companies, including, but not limited to,
annuity and life insurance contracts of life insurance companies in amounts sufficient to provide, in
whole or in part, the benefits to which all of the members in the fund shall be entitled under the
provisions of this system and pay the initial and subsequent premium thereon.

Time or savings accounts of a national bank, a state bank or a savings/building and loan association
insured by the FDIC.

Obligations of the United States or obligations guaranteed as to principal and interest by the
government of the United States.

Open-end noncommission bank or insurance company real estate funds with ability to liquidate
every three (3) months.

Foreign securities.
Bonds, stocks, commingled or mutual funds.

State Board of Administration and the investment vehicles it utilizes.
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(3) Cash Deposits and Investments: (Continued)

Any other investment that the pension board deems to be prudent.

The following chart shows the Pension fund cash and investments by investment portfolios and their
respective maturities (in years):

Weighted Measured at Fair Value:
Average
Carrying Maturity Credit Rating
Value (years) (Moody’s) Level 1 Level 2 Level 3
Money market funds $ 7,777,572 N/A NR $ na $ na $ n/a
U.S. General Obligations 1,862,057 9.38 Aaa - 1,862,057 -
Government mortgage-
backed securities 18,668,730 1.44 NR - 18,668,730 -
AAl, Al, A2,
Corporate Bonds 21,510,838 6.88 A3, Baal - 21,510,838 -
Common Stock 61,824,103 N/A NR 61,824,103 - -
Foreign Stock 13,808,091 N/A NR 13,808,091 - -
Total Portfolio $ 125,451,391 $ 75632194 $ 42,041,625 $ -

Level 2 investments were all fixed-income securities measured at fair value based on market inputs based
on the coupon rates versus index rates.

Investments in Government Mortgage-Backed Securities include the Federal Home Loan Mortgage
Corporation and Federal Home Loan Banks.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of investments. Generally, the longer the time to maturity, the greater the exposure to interest rate
risk. The established performance objectives of the Pension Plans require investment maturities to provide
sufficient liquidity to pay obligations as they become due. At September 30, 2020, the weighted average
maturity in years for each investment type is included in the preceding table.

Credit Risk: Credit risk is the risk that a debt issuer or other counter-party to an investment will not fulfill
its obligations. The Pension Plans utilize portfolio diversification in order to limit investments to the
highest rated securities as rated by nationally recognized rating agencies. The ratings of the investments
held at year end are shown above. All are rated within the investment policy guidelines at September 30,
2020.

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of
an investment in a single issuer. The Pension trust fund’s policy does not allow more than five (5) percent
of its assets in the common stock, capital stock, or convertible securities of any one issuing company, nor
shall the aggregate investment in any one issuing company, exceed five (5) percent of the outstanding
stock of that company, nor shall the aggregate of its investments at market in common stock, capital stock
and convertible securities exceed seventy (70) percent of the fund’s total assets. At September 30, 2020,
the investment portfolios met the single issuer limitations.

Custodial Credit Risk: Custodial credit risk is the risk that the City may not recover cash and investments

held by another party in the event of financial failure. Custodial credit risk is limited since investments are
held in independent custodial safekeeping accounts or mutual funds.
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Foreign Currency Risk: Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of an investment. The Pension trust fund’s policy allows for up to twenty-five (25)
percent of its investments in common stock, capital stock and convertible securities at market value in
foreign securities. At September 30, 2020, the investment portfolios met the foreign securities limitations.

A reconciliation of cash and investments as shown in the accompanying financial statements follows:

Fair Value/Carrying Value
Governmental and Business-type Investment Portfolio  $ 54,660,438

Pension Investment Portfolio 125,451,391
Total $180,111,829
Government-Wide Statement of Net Position:
Cash and investments $ 41,335,717
Restricted cash and investments 13,324,721
Statement of Plan Net Position:
Cash and cash equivalents with trustee 7,777,572
Investments with trustee 117,673,819
Total $180,111,829

(4) Receivables:

Receivables, net of the allowance for doubtful accounts at September 30, 2020, consist of the following:

Less
Total Allowance for Accounts
Accounts Doubtful Receivable,
Fund Receivable Accounts Net

General $ 1,910,922 $ - $ 1,910,922
Redevelopment Trust - - -
Ormond Crossings Trust - - -
Water and sewer 1,996,335 (83,288) 1,913,047
Solid waste 866,320 (32,094) 834,226
Internal service 250 - 250
Non-major funds 374,650 (44,627) 330,023
Total $ 5148477 $ (160,009) $ 4,988,468

In addition to accounts receivable, the City also recorded $4,367,290 in due from other governments at
September 30, 2020.
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Capital asset activity for the fiscal year ended September 30, 2020 is as follows:

Beginning Increases / Ending
Balance Reclassifications Decreases Balance
Governmental activities:
Capital assets, not being depreciated
Land $ 43451918 $ - - 43,451,918
Works of art 377,185 - - 377,185
Intangibles 295,614 13,594 - 309,208
Construction in progress 5,642,890 4,639,763 (3,029,067) 7,253,586
Total capital assets, not being depreciated 49,767,607 4,653,357 (3,029,067) 51,391,897
Capital assets, being depreciated
Buildings 29,427,784 282,776 - 29,710,560
Improvements other than buildings 142,429,204 4,715,748 - 147,144,952
Equipment 15,414,734 859,830 (107,635) 16,166,929
Software 2,413,365 - - 2,413,365
Total capital assets, being depreciated 189,685,087 5,858,354 (107,635) 195,435,806
Less accumulated depreciation for
Buildings (23,686,628) (602,468) - (24,289,096)
Improvements other than buildings (84,618,474) (5,767,905) - (90,386,379)
Equipment (10,006,720) (989,617) 107,085 (10,889,252)
Software (1,198,183) (344,831) - (1,543,014)
Total accumulated depreciation (119,510,005) (7,704,821) 107,085 (127,107,741)
Total capital assets, being depreciated, net 70,175,082 (1,846,467) (550) 68,328,065
Governmental activities capital assets, net $ 119,942,689 2,806,890 (3,029,617) $ 119,719,962
Business-type activities:
Capital assets, not being depreciated
Land 1,072,485 - - $ 1,072,485
Intangibles 398,680 144,458 - 543,138
Construction in progress 5,661,155 5,357,711 (7,890,170) 3,128,696
Total capital assets, not being depreciated 7,132,320 5,902,169 (7,890,170) 4,744,319
Capital assets, being depreciated
Buildings 291,626 - - 291,626
Improvements other than buildings 230,877,230 9,560,567 - 240,437,797
Equipment 5,898,800 208,015 (50,192) 6,056,623
Total capital assets, being depreciated 237,067,656 9,768,582 (50,192) 246,786,046
Less accumulated depreciation for
Buildings (119,383) (12,682) - (132,065)
Improvements other than buildings (141,749,149) (7,859,669) - (149,608,818)
Equipment (4,111,493) (324,341) 50,192 (4,385,642)
Total accumulated depreciation (145,980,025) (8,196,692) 50,192  (154,126,525)
Total capital assets, being depreciated, net 91,087,631 (1,571,890) - 92,659,521
$ 98219951 $ 7,074,059 $ (7,890,170) $ 97,403,840

Business-type activities capital assets, net
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Depreciation expense was charged to functions/programs as follows:

Governmental activities:

General governmental $ 745969
Public safety 713,526
Public works 4,031,060
Culture and recreation 2,214,266

Total depreciation expense-governmental activities $ 7,704,821

Business-type activities:

Water and sewer $ 8,172,641
Solid waste 24,051
Total depreciation expense-business-type activities $ 8,196,692

(6) Commitments:

The City has active construction projects as of September 30, 2020. The projects include construction of
utility improvements, road and right-of-way improvements, recreational facilities and drainage
improvements. At September 30, 2020, the City’s construction commitments are as follows:

Total

Adjusted

Contract Remaining

Amounts Commitment
Road and drainage improvements $ 4,954,000 $ 744,000
Culture and recreation improvements 35,000 2,000
Water and wastewater system improvements 11,700,000 3,811,000
Total $ 16,689,000 $ 4,557,000

The commitment for water and sewer system improvements is being funded from water and sewer
construction funds. The road and drainage improvements are being funded from the transportation
improvements fund. Culture and recreation improvements are being funded by the General Fund.

-58 -



CITY OF ORMOND BEACH, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(7) Interfund Accounts:

Individual fund interfund receivables and payables, at September 30, 2020, consist of the following:

Due from Due to Other
Other Funds Funds
General Fund $ - $ 123,618
Non-major governmental funds - -
Fiduciary funds 389,841 266,223
$ 389,841 $ 389,841
Advances
Advances to from Other
Other Funds Funds
General Fund $ 610,000 $ -
Municipal Airport Fund - 530,000
Grants Fund - 80,000
$ 610,000 $ 610,000

The interfund receivables between the General Fund and fiduciary funds represent year-end adjustments
based upon actual versus required contributions and other reconciling items in the pension funds.

The advances from the General Fund to the Municipal Airport Fund and Grants Fund are interest-bearing
and was made to accelerate the capital improvement program for the Municipal Airport. The advance will
be repaid by future revenues of the advanced funds.

(8) Interfund Transfers:

The City makes routine transfers between its funds in the course of the fiscal year. The principal purposes
of these transfers are to allocate resources for debt service, construction or other capital projects, and to
provide operating subsidies. These transfers are consistent with the activities of the funds involved.
Transfers of resources from a fund receiving revenue to the fund through which the resources are to be
expended are recorded as transfers and are reported as other financing sources (uses) in the Governmental
Funds and as transfers in (out) in the Proprietary Funds. Following is a summary of interfund transfers for
the year ended September 30, 2020:

Ormond Nonmajor Water and Total
General Redevelopment Crossings Governmental Sewer Transfers

Fund Trust Fund Trust Fund Funds Fund Out
General Fund $ - $ 454,102 $ 38,500 $ 680,848 $ - $ 1,173,450
Nonmajor Governmental Funds 847,512 - - 1,050,000 113,808 2,011,320
Water and Sewer Fund 2,516,664 - 39,996 - 2,556,660
Solid Waste Fund 914,352 - - 349,240 1,263,592
Internal Service Funds 99,112 - - - - 99,112
Total transfers in $4,377,640 $ 454,102 $ 38,500 $ 1,770,844 $ 463,048 $ 7,104,134
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In addition to the above purposes, the following transfers occurred during the year ended September 30,
2020:

The transfer out in the General Fund and transfer in for the Redevelopment Trust Special Revenue Fund
represents the City’s tax increment payment based on the difference in taxable values for the
redevelopment area from the base tax year to 2019.

Significant transfers to the General Fund include:
A transfer out of the Transportation Improvements Fund of $702,336 to offset road maintenance
and street lighting costs and as payment in support of capital improvement projects.

A transfer out of the Water and Sewer Fund of $2,516,664 as payment in lieu of franchise fees
and support of operating and capital improvement projects.

A transfer out of the Solid Waste Fund of $914,352 as payment in support of operating and
capital improvement projects and as payment in lieu of franchise fees.

Significant transfers to nonmajor governmental funds include:

Transfers out of the General Fund of $158,004 to the 2005 Capital Improvement Note,
respectively, to fund debt service payments.

Transfers out of the General Fund of $456,448 to the Financing Fund, respectively, to fund debt
service payments.

A transfer out of the General Fund of $66,396 to the Municipal Airport fund, respectively, to
fund renewal and replacement of existing City facilities.

(9) Capital Leases:

On October 21, 2014, the City acquired a Pierce Saber Pumper fire apparatus for $343,606 through a
capital lease through Oshkosh Capital. The lease bears interest at 2.85% with annual payments of $74,702
until October 2019.

On April 1, 2017, the City entered into capital lease through Santander Leasing, LLC, for a Pierce Saber
Pumper fire apparatus for $381,073. The lease bears interest at 3.32% with annual payments of $83,971
until April 2022.

On January 7, 2020, the City entered into capital lease through Ring Investments, LLC, for a 2019
Caterpillar 938M Wheel Loader for $236,814. The lease bears interest at 3.5% with annual payments of
$47,363 until February 2024.

On July 30, 2020, the City entered into capital lease through PNC Equipment Finance, LLC, for two

Pierce Enforcer Pumper fire apparatuses for $1,155,825. The lease bears interest at 2.92% with annual
payments of $134,325 until July 2030.
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The following is a schedule of future minimum lease payments for the four leases listed above for each of
the next five years and in the aggregate as of September 30, 2020:

Governmental
Fiscal Year Ending September 30, Activities
2021 $ 264,659
2022 264,659
2023 181,688
2024 181,688
2025 134,325
2026-2030 671,625
Total minimum lease payments 1,698,644
Less: amount representing interest (208,918)
Present value of net minimum capital ——
lease payments $ 1489726

(10) Long-Term Debt:

(@) General Obligation Bonds - Series 2003 The citizens of Ormond Beach approved a bond
referendum election held April 8, 2003, to construct a new fire station to replace Fire Station #92,
located on Nova Road. The City entered into a $1,640,000, General Obligation Bond Series 2003,
term loan agreement, on June 18, 2003, with SunTrust Bank to finance the construction cost of the
fire station replacement and to pay the cost of issuance. The term loan agreement is based on a 20-
year amortization and contains a fixed interest rate of 2.73%. Average annual debt service for the
term loan is $114,000.

(b) General Obligation Bonds - Series 2010 The citizens of Ormond Beach approved a bond
referendum election held August 10, 2010, to acquire property for a beachfront park. The City
entered into a $5,000,000, General Obligation Bond Series 2010, term loan agreement, on
November 12, 2010, with JPMorgan Chase Bank to finance the cost of the acquisition and
development of lands on the East side of A1A/Atlantic Avenue for a public beachfront park and to
pay cost of issuance. The term loan agreement is based on a 20-year amortization and contains a
fixed interest rate of 2.89%.

(c) Capital Improvement Note On February 2, 2005, the City issued Capital Improvements
Revenue Note, Series 2005, in the amount of $2,100,000. The proceeds will be used to finance the
construction and relocation of Fire Station #91, currently located at 160 East Granada Boulevard to
a site located at 354 South Atlantic Avenue. The Capital Improvements Revenue Note, Series 2005,
was issued to Bank of America at an interest rate of 3.72% for a term of 20 years, maturing on July
1, 2024. The City has pledged to appropriate non-ad valorem revenues to repay the loan.
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(d) Water and Sewer Revenue bonds Revenue bonds payable at September 30, 2020, are
payable solely from the net revenues of the water and sewer systems and are issued in accordance
with the water and sewer bond ordinances. The significant terms of the water and sewer ordinances
are as follows:

(i)

(i)

(iii)

(iv)

Establish certain funds and accounts within the Water and Sewer Enterprise Fund as
follows:

Operation and Maintenance Fund (Revenue Fund)
Sinking Fund

Renewal and Replacement Fund

Impact Fee Fund

Construction Trust Fund

Rebate Fund

Early Redemption

The bond ordinances provide for early redemption of outstanding bonds at call rates
varying from 100% to 101% of the face value, depending upon the call date.

Investment Restrictions

All funds are to be continuously secured in the same manner as state and municipal
deposits of funds are required to be secured by the Laws of the State of Florida;

Permitted investments include such obligations as are permitted to be legal investments
of the City by the laws of the State; and

Monies on deposit in the various funds established by the bond ordinance may be
invested in permitted investments maturing as specified in the ordinance.

Covenants

Net Revenues, which shall be adequate at all times to pay in each fiscal year at least
110% of the annual debt service requirement for the Outstanding Bonds and any
Additional Parity Bonds hereafter issued for the then current fiscal year.

Net Revenues together with the Impact Fees received in such fiscal year shall be
adequate at all times to pay in each fiscal year at least 120% of the annual debt service
requirement for the Outstanding Bonds and any Additional Parity Bonds.

City will not reduce its schedule of rates, fees, rentals and other charges as to be
insufficient to provide adequate Net Revenues and Impact Fees for such purposes.

The City was in compliance with all bond covenants as of September 30, 2020.
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(e) State Revolving Fund Loans During the year ended September 30, 2009, the City executed

an agreement with the Florida Department of Environmental Protection to borrow up to
$8,344,275 at an interest rate of 3.20% through the State Revolving Fund loan program, for the
purpose of expansion and rehabilitation of the wastewater treatment plant. Repayment
commenced on August 15, 2011, and is due semiannually thereafter on February 15 and

August 15, each year until all amounts due under the agreement have been fully paid on
February 15, 2031.

During the year ended September 30, 2012, the City executed an agreement with the Florida
Department of Environmental Protection to borrow up to $7,559,518 at an interest rate of
2.60% through the State Revolving Fund loan program, for the purpose of constructing the
wastewater and reuse transmission facilities. Repayment commenced on December 15, 2013,
is due semiannually thereafter on June 15 and December 15, each year until all amounts due
under the agreement have been fully paid on June 15, 2033.

() Long-Term Debt consists of the following:
Rates and
Payment Final Annual Serial Amount Amount
Governmental Activities Dates Maturity Payments Issued Outstanding
General Obligation Bonds:
General Obligation $55,000-
Bond, series 2003 2.73% (7/1) 2023 $110,000 1,640,000 320,000
General Obligation $200,000-
Bond, series 2010 2.89% (7/1) 2030 $335,000 5,000,000 2,965,000
Total General Obligation Bonds $ 6,640,000 $ 3,285,000
Capital Improvement Note ~ 3.72% (7/1) 2024 $0-$151,000 $ 2,100,000 $ 572,000
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Rates and Final Annual Serial Amount Amount
Business-Type Activities Payment Dates Maturity Payments Issued Outstanding
Water and Sewer Revenue Bonds:
3.37% $0 -
2010A Water and sewer (3/1; 9/1) 2025 $2,200,000 $ 20,000,000 $ 10,295,000
1.70%
2013A Water and sewer (3/1;9/1) 2023 $0 - $410,000 3,420,000 1,220,000
1.58% $0 -
2013B Water and sewer (3/1;9/1) 2022 $1,115,000 6,565,000 2,210,000
2.58% $140,000 -
2015 Water and sewer (3/1; 9/1) 2030 $206,000 2,600,000 1,844,000
2.45% $25,000-
2017 Water and sewer (3/1;9/1) 2032 $455,000 4,050,000 3,965,000
2.65% $28,000-

2019 Water and sewer (3/1;9/1) 2033 $480,000 4,543,000 4,543,000
Total Water and Sewer Revenue Bonds $ 41178000 $ 24,077,000
State Revolving Fund Loans:

3.20% $70,000-

SRF Loan WW710140 (2/1; 8/1) 2031 $543,000 $ 8344275 $ 4804058
2.60%

SRF Loan WW640120 (2/1; 8/1) 2026 $430,000

Total State Revolving Fund Loans

7,559,518 4,295,370

$ 15903,793 $ 9,099,428

(9) Debt service requirements—The annual requirements to amortize the bonds and loans
payable outstanding as of September 30, 2020, are as follows:

Fiscal

Year Obligation Bonds Obligation Bonds Obligation Bonds
Ending Series 2003 Series 2010 Totals

September
30 Principal Interest Principal Interest Principal Interest

2021 $ 105,000 $ 10,688 $260,000 $ 85688 $ 365000 $ 96,376
2022 105,000 7,181 270,000 78,174 375,000 85,355
2023 110,000 3,674 275,000 70,372 385,000 74,046
2024 - - 285,000 62,424 285,000 62,424
2025 - - 290,000 54,188 290,000 54,188
2026 - - 300,000 45,807 300,000 45,807
2027 - - 310,000 37,137 310,000 37,137
2028 - - 315,000 28,178 315,000 28,178
2029 - - 325,000 19,074 325,000 19,074
2030 - - 335,000 9,682 335,000 9,682
Totals $ 320,000 $ 21,543 $2,965,000 $490,724 $3,285,000 $ 512,967
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Capital Improvement Note Series

2005
Fiscal Year Ending September 30 Principal Interest
2021 $ 135,000 $ 21,574
2022 140,000 16,482
2023 146,000 11,202
2024 151,000 5711
Totals $ 572,000 $ 54,969
Fiscal Water and Sewer Water and Sewer Water and Sewer
Year Revenue Bonds Revenue Bonds Revenue Bonds
Ending Series 2010A Series 2013A Series 2013B
September
30 Principal Interest Principal Interest Principal Interest

2021 $1,925000 $ 346942 $ 400,000 $ 20,740 $1,095000 $ 34,918

2022 1,990,000 282,069 410,000 13,940 1,115,000 17,617
2023 2,055,000 215,006 410,000 6,970 - -
2024 2,125,000 145,753 - - - -
2025 2,200,000 74,140 - - - -

Totals $10,295,000 $ 1,063,910 $ 1,220,000 $ 41,650 $ 2,210,000 $ 52,535

Fiscal Year Water and Sewer Revenue Water and Sewer Revenue
Ending Bonds Series 2015 Bonds Series 2017
September 30 Principal Interest Principal Interest
2021 $ 164,000 $ 47575 $ 30,000 $ 97,142
2022 168,000 43,344 30,000 96,408
2023 173,000 39,010 330,000 95,672
2024 177,000 34,546 345,000 87,588
2025 182,000 29,980 355,000 79,136
2026 186,000 25,284 370,000 70,438
2027 191,000 20,485 380,000 61,372
2028 196,000 15,557 395,000 52,062
2029 201,000 10,501 410,000 42,384
2030 206,000 5,314 425,000 32,340
2031 - - 440,000 21,928
2032 - - 455,000 11,148

Totals $ 1844000 $ 271596 $ 3965000 $ 747,618
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Fiscal Year = Water and Sewer Revenue Water and Sewer Revenue

Ending Bonds Series 2019 Bonds Total
September
30 Principal Interest Principal Interest
2021 $ - $ 120,390 $ 3,614,000 $ 667,707
2022 - 120,390 3,713,000 573,768
2023 361,000 115,606 3,329,000 472,264
2024 371,000 105,907 3,018,000 373,794
2025 380,000 95,957 3,117,000 279,213
2026 391,000 85,751 947,000 181,473
2027 401,000 75,247 972,000 157,104
2028 412,000 64,475 1,003,000 132,094
2029 422,000 53,424 1,033,000 106,309
2030 434,000 42,082 1,065,000 79,736
2031 445,000 30,435 885,000 52,363
2032 457,000 18,484 912,000 29,632
2033 469,000 6,214 469,000 6,214

Totals 3 4543000 $ 934,362 $24,077,000 $ 3,111,671

Fiscal Year State Revolving Fund State Revolving Fund State Revolving Fund
Ending Loan # WW710140 Loan # 640120 Loans Total
September
30 Principal Interest Principal Interest Principal Interest
2021 $ 391686 $ 150,621 $ 281655 $ 109,861 $ 673,341 $ 260,482
2022 404,320 137,987 289,025 102,490 693,345 240,477
2023 417,362 124,945 296,589 94,927 713,951 219,872
2024 430,824 111,483 304,350 87,165 735,174 198,648
2025 444,721 97,586 312,315 79,201 757,036 176,787
2026 459,066 83,241 320,488 71,028 779,554 154,269
2027 473,874 68,434 328,875 62,641 802,749 131,075
2028 489,159 53,148 337,481 54,034 826,640 107,182
2029 504,937 37,370 346,313 45,203 851,250 82,573
2030 521,225 21,082 355,375 36,140 876,600 57,222
2031 266,883 4,270 364,675 26,840 631,558 31,110
2032 - - 374,218 17,297 374,218 17,297
2033 - - 384,012 7,504 384,012 7,504

Totals $ 4,804,057 $ 890,167 $ 4295371 $ 794331 $ 9,099,428 $ 1,964,402

(h) Other long-term payables Other long-term payables consist of a single payable to a
software vendor in conjunction with an enterprise software licensing agreement. The agreement
commenced June 1, 2016; payments are due in equal monthly amounts through May 31, 2023.
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(i) Change in long-term liabilities

30, 2020, was as follows:

Governmental Activities
Bonds Payable:

General Obligation Bonds
Capital Improvement Note
Capital leases
Other long-term payables
Claims and judgments
Compensated absences

Governmental Activities - Long-

term liabilities

Business-Type Activities
Bonds Payable
Revenue Bonds
Loans Payable
State Revolving Fund
Total bonds and loans payable
Landfill closure
Compensated absences
Business-Type Activities - Long-
term liabilities

Long-term liability activity for the year ended September

Balance Balance
October 1, September Due Within
2019 Additions Reductions 30, 2020 One Year
$ 3,640,000 $ - $ 355,000 $ 3,285,000 $ 365,000
702,000 130,000 572,000 135,000
308,701 1,377,155 196,130 1,489,726 221,550
1,236,595 - 353,313 883,282 353,313
2,082,000 1,332,000 1,032,000 2,382,000 947,000
1,941,076 1,763,884 1,155,156 2,549,804 1,308,289
$ 9,910,372 $ 4,473,039 $ 3,221,599 $ 11,161,812 $ 3,330,152
$ 27,602,000 $ - $ 3,525,000 $ 24,077,000 $ 3,614,000
9,751,664 1,684 653,920 9,099,428 673,341
37,353,664 1,684 4,178,920 33,176,428 4,287,341
951,639 - 71,805 879,833 86,513
310,901 485,471 296,410 499,963 271,036
$ 38,616,204 $ 487,155 $ 4,547,135 $ 34,556,224 $ 4,644,890

Compensated absences are recorded in the government-wide financial statements as noncurrent liabilities.
As employees leave employment with the City, the balance of compensated absences become due and
payable if certain standard employment-departure conditions are met. Compensated absences are
liquidated by the General, Stormwater Drainage and Municipal Airport Funds. Claims and judgments and
other post-employment benefits are liquidated by the General Fund.
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(11) Self-Insurance:

The City’s Consolidated Insurance Fund (an internal service fund) accounts for the general liability and
workers’ compensation insurance program.

The City is self-insured for general liability claims and for workers’ compensation. The City maintains a
blanket buildings and contents policy covering losses to City structures and has obtained excess insurance
coverage for workers’ compensation. The City has self-retention for each workers® compensation claim
up to $350,000 and excess insurance up to $1 million.

Section 768.28 of the Florida Statutes establishes that the City is liable for tort claims in the same manner
and to the same extent as a private individual under like circumstances, but liability shall not include
punitive damages or interest for the period before judgment. Section 768.28 of the Florida Statutes also
provides limited liability for tort claims against the state and its agencies and subdivisions. Under the
provisions of this law, the City’s liability is limited to $200,000 per claim or judgment by any one person
or $300,000 per claim or judgment for any occurrence. Any portion of a judgment which exceeds these
amounts may be reported to the State Legislature, but may be paid in part or in whole only by further act
of the State Legislature.

All funds of the City participate in the program and make payments to the fund based on estimates of the
amounts needed to pay prior and current year claims and to establish a reserve for catastrophic losses. As
of September 30, 2020, the estimates are based on an actuarial analysis of the City’s self-insurance
program. At September 30, 2020, the claims liability was approximately $2,382,000. The claims liability
estimates were discounted to present value using an assumed discount rate of 4.0% per annum. Because
of uncertainties in the estimation process, it is at least reasonably possible that management’s estimate of
the claims’ liability will change in the near term and could be material to the financial statements.

Changes in the claims’ liability for the past five years are as follows:

Balance at Current Year

Beginning of Claims and Balance at
Fiscal Year Changes in Claim End of Fiscal
Liability Estimates Payments Year

2016 $ 2,340,000 $ 531,000 $ (747,000) $ 2,124,000
2017 2,124,000 1,076,000 (1,454,000) 1,746,000
2018 1,746,000 1,535,000 (1,070,000) 2,211,000
2019 2,211,000 1,007,000 (1,136,000) 2,082,000
2020 2,082,000 1,332,000 (1,032,000) 2,382,000

(@) Litigation Various suits and claims arising in the ordinary course of the City’s operations are
pending against the City. At September 30, 2020, management has estimated these suits and claims
to have an immaterial effect on the City’s financial statements. At September 30, 2020, certain other
suits are indeterminable as to the probability or estimability of the potential liability to the City.
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(@) Defined Benefit Pension Plans
Description of the Plans

Municipal Firefighters’ Retirement Trust Fund The Municipal Firefighters’ Retirement Trust Fund
is a single-employer defined benefit public employee retirement systems and contains the assets of the
fire pension plan. The funding methods and determination of benefits payable are provided in the various
acts of the Florida Legislature, which created the funds, including subsequent amendments thereto. The
statutes provide, in general, that funds are to be accumulated from employee contributions, city
contributions, state appropriations and income from investment of accumulated funds. The act also
provides that, should the accumulated funds at any time be insufficient to meet and pay the benefits due,
the City shall supplement the fund by an appropriation from current funds, or from any revenues which
may lawfully be used for said purposes in an amount sufficient to make up the deficiency. The
investments of the funds are administered, managed and operated by their respective Boards of Trustees
using the services of the Finance Department and Regions Bank. The Board of trustees consists of two
commission appointees, two members of the Department elected by the membership and a fifth member
elected by the other four and appointed by Commission. Investments are reported at fair value.

All full-time employees who are classified as full-time firefighters shall participate in the Municipal
Firefighters® Retirement System upon employment with the City. Employees vest for full benefits after 10
years of service and receive the vested portion of the accrued benefit payable at the otherwise normal
retirement date.

The plan provides retirement, termination, disability and death benefits. Benefit amounts are calculated
based on 3.37% for the Firefighters’ Pension System of Average Monthly Earnings (total compensation)
for the highest five years times credited service prior to January 1, 2016 and 3.35% for credited service on
or after January 1, 2016, if hired prior to May 20, 2014. If hired on or after May 20, 2014, benefit
amounts are calculated based on 2.75% for the Firefighters’ Pension System of Average Monthly
Earnings (total compensation) for the highest five years times credited service. Normal retirement for
firefighters hired prior to May 20, 2014 occurs the earlier of age 60, age 55 and 10 years of Credited
Service or 20 years of Credited Service regardless of age. Normal retirement for firefighters hired on or
after May 20, 2014 occurs the earlier of age 60, age 55 and 10 years of Credited Service or age 52 and 25
years of Credited Service. Eligibility for Early Retirement is permitted for those who have at least 10
years of Credited Service and have reached age 50. The accrued benefit is the same as normal retirement
but actuarially reduced 3% per year to reflect early payment. The plan also provides both service and
nonservice related disability and death benefits. Service incurred disability is covered from the date of
employment, while non-service incurred disability is covered for those who have at least 10 years of
credit service. Benefit amount is benefit accrued to date of disability but not less than 42% of Average
Monthly Earnings (Service Incurred). Vested pre-pension death benefits include monthly accrued benefit
payable to designated beneficiary for 10 years. Non-vested pre-pension death benefits include a refund of
the accumulated contributions without interest.
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Municipal Police Officers’ Retirement Trust Fund The Municipal Police Officers’ Retirement Trust
Funds is a single-employer defined benefit public employee retirement system and contains the assets of
the police pension plans. The funding methods and determination of benefits payable are provided in the
various acts of the Florida Legislature, which created the funds, including subsequent amendments
thereto. The statutes provide, in general, that funds are to be accumulated from employee contributions,
city contributions, state appropriations and income from investment of accumulated funds. The act also
provides that, should the accumulated funds at any time be insufficient to meet and pay the benefits due,
the City shall supplement the fund by an appropriation from current funds, or from any revenues which
may lawfully be used for said purposes in an amount sufficient to make up the deficiency. The
investments of the funds are administered, managed and operated by their respective Boards of Trustees
using the services of the Finance Department and Regions Bank. The Board of trustees consists of two
commission appointees, two members of the Department elected by the membership and a fifth member
elected by the other four and appointed by Council. Investments are reported at fair value.

All full-time employees who are classified as full-time sworn police officers shall participate in the
Municipal Police Officers’ Retirement System upon employment with the City. Employees vest for full
benefits after 10 years of service and receive the vested portion of the accrued benefit payable at the
otherwise normal retirement date.

The Plan provides retirement, termination, disability and death benefits. Benefit amounts are calculated
based on 3.30%, if hired prior to August 21, 2012, or 2.75%, if hired on or after August 21, 2012, of
Average Monthly Earnings, which represents average earnings (total compensation) for the highest five
years during the 10 years immediately preceding retirement or termination, times Credited Service or total
years and completed months of continuous employment with the City. Normal retirement occurs the
earlier of age 60, age 55 and 10 years of Credited Service or 20 years of Credited Service. Eligibility for
Early Retirement is permitted for those who have at least 10 years of Credited Service and have reached
age 45. The accrued benefit is the same as normal retirement but actuarially reduced by 3% per year to
reflect early payment. The plan also provides both service and nonservice related disability and death
benefits. Service incurred disability is covered from the date of employment, while non-service incurred
disability is covered for those who have at least 10 years of credit service. Benefit amount is benefit
accrued to date of disability but not less than 42% of Average Monthly Earnings (Service Incurred).
Vested pre-pension death benefits include monthly accrued benefit payable to designated beneficiary for
10 years. Non-vest pre-pension death benefits include a refund of the accumulated contributions without
interest. A 1% cost of living adjustment is provided annually beginning the first October 1* following one
year of retirement.

General Employees’ Trust Fund The General Employees’ Trust Fund is a single-employer defined
benefit public employee retirement system and contains the assets of the General Employees’ Trust Fund.
The General Employees’ Trust Fund has an original effective date of November 1, 1969 and an effective
date of restatement of April 1, 1979. The funding methods and determination of benefits payable are
provided in the various sections of the City’s Code of Ordinances, including subsequent amendments
thereto. The Code provides, in general, that funds are to be accumulated from employee contributions,
City contribution and income from investment of accumulated funds. The investments of the fund are
administered, managed and operated by its respective Boards of Trustees using the services of the Finance
Department and Regions Bank. The Board of trustees consists of the Finance Director, two
representatives appointed by the City Commission and two other city employees’ representatives selected
by the employees. Investments are reported at fair value.
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The General Employees’ Trust Fund includes all City employees hired before December 19, 2012, except
state certified police and firefighters. Employees became eligible for the plan upon employment by the
City, and all eligible employees must participate. Any remaining amount necessary to pay the Normal
Cost and fund the accrued, past service liability over 30 years is contributed by the City. Employees vest
for full benefits after 5 years of service and receive the vested portion of the accrued benefit payable at
the otherwise normal retirement date.

The Plan provides retirement, termination, disability and death benefits. Benefit amounts are calculated
based on 2.50% of Average Monthly Earnings, which represents average earnings (base pay excluding
overtime and other non-regular payments) during the highest five years, times Credited Service or years
and completed months of continuous uninterrupted service with the City. Normal retirement occurs the
first of the month coinciding with or following the earlier of age 62 with 5 years of creditable service or
when the sum of age and years of service equals 85 but not earlier than age 55. Eligibility for Early
Retirement is permitted for those who have at least 5 years of Credited Service and have reached age 60
or when the sum of age and years of service equals 80. The accrued benefit is the same as normal
retirement but actuarially reduced by 2% per year to reflect early payment. The plan also provides
disability and death benefits. Disability is covered from the date of employment for employees hired
before September 1, 1993, while disability is covered for those employees hired on or after September 1,
1993, who have at least 10 years of credit service. Benefit amount is benefit accrued to date of disability.
Vested pre-pension death benefits include survivorship annuity computer as though the member retired on
the date of death; equivalent alternative forms of benefit may be elected. Non-vested pre-pension death
benefits include a refund of accumulated contributions with interest of 4% annually.

Plan membership as of October 1, 2019, the date of the most recent actuarial valuation is as follows:

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund
Inactive plan members or beneficiaries currently
receiving benefits 46 176 63
Inactive plan members entitled to but not yet receiving
benefits 3 45 7
Active plan members 44 93 70
Total plan membership 93 314 140
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Contributions

The participant contribution rates are established by and may be amended by the City Commission.
Participant contribution rates for the Municipal Firefighters’ Retirement Trust Fund, General Employees’
Trust Fund and Municipal Police Officers’ Retirement Trust Fund are 8.6%, 4.0% and 9.0%, respectively,
of covered payroll. The City’s annual required contribution for the current year was determined as part of
the October 1, 2019 actuarial valuations. The City is required under the Florida Protection of Public
Employee Retirement benefits Act to meet required contribution amounts. The City’s contributions (and,
if applicable, any liquidations of a net pension obligation) to the Municipal Firefighters’ Retirement Trust
Fund and Municipal Police Officers’ Retirement Trust Fund are funded by the General Fund, while the
General Employees’ Trust Fund contributions are funded by the General Fund and various other
governmental and enterprise funds.

The State of Florida also makes contributions to the Municipal Firefighters’ Retirement Trust Fund and
Municipal Police Officers’ Retirement Trust Fund in accordance with Chapter 175 and Chapter 185 of the
Florida Statutes as amended by the State Legislature. This contribution by the State of Florida is first
recognized as revenue in the Pension Contribution Pass-Through Fund before being transferred to the
Pension Funds. The City’s actual annual contribution for each plan is determined by subtracting estimated
employee contributions and actual State of Florida contributions from the total annual required
contribution as determined by the actuary.

Contributions to the City’s pension plans for the year ended September 30, 2020, were as follows:

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund Total
Employee contributions $ 246,305 $ 201,517 $ 405567 $ 853,389
City contributions 1,520,496 1,279,644 1,561,255 4,361,395
State contributions 259,354 - 411,220 670,574
Total contributions $ 2,026,155 $ 1,481,161 $ 2,378,042 $ 5,885,358

Costs incurred by each of the plans for administration of the plans, which includes legal and actuarial
fees, trustee fees and investment advisory fees, are borne by the respective retirement plans and are
included in the actuarial analysis of the required funding amounts.

Net Pension Liability
The City’s net pension liability was measured as of September 30, 2020. The total pension liability used

to calculate the net pension liability was determined as of that date. The components on the net pension
liability of the pension plans at September 30, 2020, were as follows:
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Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund Total
Total pension liability $ 41,196,784 $ 59,963,343 $ 48,885,752 $ 150,045,879
Plan fiduciary net position* (33,440,215) (53,442,760) (38,632,085) (125,515,060)
Plan fiduciary net position as
percentage of total pension liability 81.17% 89.13% 79.03% 83.65%

*Plan fiduciary net position for the General Employees’ Trust Fund and Municipal Firefighters’
Retirement Fund varied from the Statement of Fiduciary Net Position due to the recognition of prepaid
contributions for net pension liability calculation purposes.

Actuarial assumptions:

The total pension liability was determined by an actuarial valuation as of October 1, 2019, updated to
September 30, 2020, using the following actuarial assumptions to all measurement periods:

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund
Inflation 2.30% 2.30% 2.30%
Salary increases 5.50% 4.00% 5.50%
Discount rate 7.00% 6.75% 6.75%
Investment rate of return 7.00% 6.75% 6.75%

Mortality rates for the Municipal Firefighters’ Retirement Fund were based on the PubG.H-2010 General
Mortality and PubS.H-2010 Safety Mortality Tables. Disability lives are set forward one year. Mortality
rates for the General Employees’ Trust Fund were based on the PubG.H-2010 General Mortality and
PubS.H-2010 Safety Mortality Tables. Disability lives are set forward three years. Mortality rates for the
Municipal Police Officers’ Retirement Fund were based on the PubG.H-2010 General Mortality and
PubS.H-2010 Safety Mortality Tables. Disability lives are set forward two years. The actuarial
assumptions used in the October 1, 2014 valuation were based on the results of an actuarial experience
study performed on August 10, 2011, for the period 1998-2010.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future rates of return (expected returns, net of pension
plan investment expenses and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation.

Best estimates of arithmetic real rates of return for each major asset class included in the pension plan’s
target asset allocation as of September 30, 2020, are summarized in the following table:
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Long-Term Expected Real Rate of Return

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund
Domestic equity 5.40% 5.40% 5.40%
International equity 4.20% 4.20% 4.20%
Fixed income 1.45% 1.45% 1.45%

Discount rate:

The discount rate used to measure the total pension liability was 7.00% for the Municipal Firefighters’
Retirement Fund and 6.75% for the General Employees’ Trust Fund and the Municipal Police Officers’
Retirement Fund. The projection of cash flows used to determine the discount rate assumed that plan
member contributions will be made at the current contribution rate and sponsor contributions will be
made at rates equal to the difference between the actuarially determined contribution rates and the
member rate. Based on those assumptions, the pension plans’ fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine total pension liability.

Changes in Net Pension Liability

Changes in each plan’s net pension liability were as follows:
Municipal Firefighters’ Retirement Fund

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(2) (b) (2) - (b)
Balances at September 30, 2019 $ 39941549 $ 31,128,040 $ 8,813,509
Changes for a year:
Service cost 821,243 - 821,243
Interest 2,782,272 - 2,782,272
Differences between expected and actual experience (42,666) - (42,666)
Changes of assumptions (250,478) - (250,478
Changes of benefit terms 23,024 - 23,024
Contributions — Employer - 1,520,496 (1,520,496)
Contributions — State - 259,354 (259,354)
Contributions — Employee - 246,353 (246,353)
Net investment income - 2,422,523 (920,527)
Benefit payments, including refunds of employee
contributions (2,078,160) (2,078,160) -
Administrative expense - (58,391) 58,391
Net changes 1,255,235 2,312,175 (1,056,940)
Balances at September 30’ 2020 $ 41,196,784 $ 33,440,215 $ 7,756,569
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Balances at September 30, 2019
Changes for a year:
Service cost
Interest
Differences between expected and actual experience
Change of assumptions
Contributions — Employer
Contributions — Employee
Net investment income
Benefit payments, including refunds of employee
contributions
Administrative expense

Net changes
Balances at September 30, 2020

Balances at September 30, 2019
Changes for a year:
Service cost
Interest
Differences between expected and actual experience
Changes of assumption
Changes of benefit terms
Contributions — Employer
Contributions — State
Contributions — Employee
Contributions — Buy Back
Net investment income
Benefit payments, including refunds of employee
contributions
Administrative expense

Net changes
Balances at September 30, 2020
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General Employees’ Trust Fund

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(@) (b) (@) - (b)
$ 58,790,553 $ 51,486,963 $ 7,303,590
743,732 - 743,732
3,908,540 - 3,908,540
(242,973) - (242,973)
23,463 - 23,463
- 1,279,644 (1,279,644)
- 201,520 (201,520)
- 3,775,172 (3,775,172)
(3,259,972) (3,259,972) -
- (40,567) 40,567
1,172,790 1,955,797 (783,007)

$ 59963343 $ 53,442,760 $ 6,520,583

Municipal Police Officers’ Retirement Fund

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
(@) (b) () - ()
$ 46,836,506 $ 35,929,512 $ 10,906,994
1,126,512 - 1,126,512
3,150,057 - 3,150,057
630,589 - 630,589
(378,897) (378,897)
(67,994) (67,994)
- 1,547,724 (1,547,724)
- 411,220 (411,220)
- 361,554 (361,554)
44,013 44,013 -
- 2,849,302 (2,849,302)
(2,455,034) (2,455,034) -
- (56,206) 56,206
2,049,246 2,702,573 (653,327)

$ 48,885,752 $ 38,632,085 $ 10,253,667
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Sensitivity of the net pension liability to changes in the discount rate:

The following presents the net pension liability of the City calculated using the actual discount rates as
well as what the City’s net pension liability would be if it were calculated using a discount rate that is 1%
lower or 1% higher than the current rates:

Current
City’s Net Pension Liability Current Rate 1% Decrease Discount Rate 1% Increase
Municipal Firefighters’ Retirement Fund 7.00% $ 12,226,281 $ 7,756,569 $ 4,025,812
General Employees’ Trust Fund 6.75% 13,032,675 6,520,583 1,038,882
Municipal Police Officers’ Retirement Fund 6.75% 16,369,959 10,253,667 5,227,011
Total $ 41,628,915 $ 24,530,819 $ 10,291,705

For the year ended September 30, 2020, the annual money-weighted rate of return on each pension plan
investments, net of pension plan investment expense was as follows:

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Fund Trust Fund Fund
Annual money-weighted rate of return 7.83% 7.42% 7.97%

The money-weighted rate of return expresses investment performance, net of investment expense,
adjusted for the changing amounts actually invested.

Pension Expense and Deferred Outflows and Deferred Inflows of Resources Related to Pensions
For the year ended September 30, 2020, the City recognized pension expense (income) of $636,315,

$(134,301) and $1,236,485 related to the Firefighters, General Employees and Police Officers pension
plans, respectively, for a total net expense of $1,738,499.
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At September 30, 2020, the City reported deferred outflows of resources and deferred inflows of

resources related to pensions from the following sources:

Municipal Police

Municipal Firefighters’

General Employees’

Officers’ Retirement

Retirement Fund Trust Fund Fund
Deferred Deferred Deferred
Outflows Deferred Outflows Deferred Outflows Deferred
of Inflows of of Inflows of of Inflows of
Resources  Resources  Resources Resources Resources  Resources
Differences between expected
and actual experience $ $ 216,355 $ - $ 384,136 $ 652,526 $ 148,218
Changes of assumptions 187,860 11,732 - - 284,172
Net difference between projected
and actual earnings - 152,091 - 349,514 - 335,018
Total $ $ 556,306 $ 11,732 $ 733,650 $ 652,526 $ 767,408

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Year ended September 30: Fund Trust Fund Fund
2021 $ (532,838) $ (882,218) $ (197,117)
2022 (98,598) (80,309) (86,481)
2023 124,614 312,850 254,518
2024 (49,484) (72,241) (85,802)
2025 - - -
Thereafter - - -
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Pension fund financial statements

No standalone financial reports exist for these pension plans. All financial activity is reported within the
accompanying statement of fiduciary net position. Combining financial statements for the fiduciary funds
statement of fiduciary net position is as follows:

Fire General Police
Pension Pension Pension Total
ASSETS
Cash and cash equivalents with trustee $ 1968195 $ 3022615 $ 2786762 $ 7,777,572
Receivables:
Due from other funds 113,087 131,064 145,690 389,841
State premium taxes 2,331 - - 2,331
Interest and dividends receivable 54,812 94,111 63,799 212,722
Total receivables 170,230 225,175 209,489 604,394
Investments, at fair value:
U.S. Government securities 5,476,441 8,018,178 6,276,122 19,770,741
Mortgage-backed securities 240,783 305,093 213,445 759,321
Corporate bonds 5,800,786 9,270,925 6,439,127 21,510,838
Corporate stocks 16,344,508 26,649,316 18,831,003 61,824,827
Foreign stocks 3,491,753 6,292,594 4,023,745 13,808,092
Total investments 31,354,271 50,536,106 35,783,442 117,673,819
Total assets $ 33492696 $ 53783896 $ 38779693 $ 126,056,285
LIABILITIES
Accounts payable $ 52530 % 201,459 % 2109% $ 275,085
Due to other funds - 139,711 126,512 266,223
Total liabilities 3 52530 $ 341170 3 147608 3 541,308
NET POSITION
Restricted for pensions $ 33440166 $ 53442726 $ 38632085 $ 125514977
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(12) Retirement Plans: (Continued)

Combining financial statements for the fiduciary funds statement of changes in fiduciary net position is as

follows:

Additions

Fire General Police
Pension Pension Pension Total

Contributions:

Employer $ 1520496 $ 1,279,644 $ 1,561,255 $ 4,361,395
Plan members 246,305 201,517 405,567 853,389
State - insurance premium taxes 259,354 - 411,220 670,574
Total contributions 2,026,155 1,481,161 2,378,042 5,885,358
Investment earnings:
Net appreciation (depreciation) in fair value of investments 1,972,807 3,028,252 2,326,045 7,327,104
Interest and dividends 609,018 1,007,357 705,833 2,322,208
Total investment earnings 2,581,825 4,035,609 3,031,878 9,649,312
Less: investment expense (159,302 (260,437) (182,576) (602,315)
Net investment income (loss) 2,422,523 3,775,172 2,849,302 9,046,997
Total additions 4,448,678 5,256,333 5,227,344 14,932,355
Deductions
Benefit payments 2,076,189 3,251,785 2411818 7,739,792
Refunds 1,972 8,189 43,217 53,378
Administrative expenses 58,392 40,567 56,205 155,164
Total deductions 2,136,553 3,300,541 2,511,240 7,948,334
Change in net position 2,312,125 1,955,792 2,716,104 6,984,021
Net position restricted for pensions, beginning of year 31,128,041 51,486,934 35,915,981 118,530,956
Net position restricted for pensions, end of year $ 33440166 $ 53442726  $ 38,632,085  $125514977

(1) Significant Accounting Policies

(@) Basis of Accounting—City of Ormond Beach’s financial statements for the three pension
funds are prepared using the accrual basis of accounting for Trust Funds. Employer and plan
member contributions, benefits and refunds are recognized in the period that each are due and
payable in accordance with the terms of the plan.

(b) Method Used to Value Investments—Investments in the three plan funds are reported at
fair value according to the independent custodian for each plan using various third-party
pricing sources. Short-term investments are reported at cost, which approximates fair value.

(c) Contribution Requirements and Contributions Made Florida Legislature, City
Commission and each Pension Board govern the City and employee contribution requirements
for all three plans. The City’s contribution to the three plans is an actuarially determined
periodic amount that increases gradually over time so that sufficient assets will be available to
pay benefits when due. The City receives contributions from the state for the Municipal
Firefighter and Municipal Police Officers Retirement plans, which are accounted for as part of
the total required employer contributions and reduce the amounts due from the City.

(d) Administrative costs The costs of administering the pension plans are funded by the
respective plan through the investment earnings of each plan.
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(12) Retirement Plans: (Continued)

(2)

©)

Investments

(i) Investment Policy:

The following was each Board’s adopted targeted asset allocation policy as of September 30,

2020:
Target Allocation

Municipal
Municipal Police
Firefighters’ General Officers’
Retirement Employees’ Retirement
Asset Class Fund Trust Fund Fund
Domestic equity 55.00% 55.00% 55.00%
International equity 10.00% 10.00% 10.00%
Fixed income 35.00% 35.00% 35.00%
Total 100.00% 100.00% 100.00%

(if) Concentrations:

Each plan did not hold investments in any one organization that represented 5 percent or more
of the Pension Plan’s fiduciary net position.

(iii) Related party transactions:

There were no City securities which were included in the assets of the Municipal Firefighters’
Retirement Trust Fund, the Municipal Police Officers’ Retirement Trust Fund or the General
Employees’ Trust Fund.

Deferred Retirement Option Programs

(i)  Municipal Firefighters’ Retirement Trust Fund

Firefighters, hired before May 20, 2104, who have reached normal retirement age, are eligible
to participate in the Deferred Retirement Option Program (DROP). Upon electing to
participate in the DROP, members are considered to have retired for purposes of the pension
plan, but continue to remain active employees of the City. The member’s normal retirement
benefit is calculated as if the member had actually retired on the date of DROP participation.
Instead of paying the benefit to the member, a DROP account is established and the benefit is
deposited in the account each month. These deposits continue to accumulate investment
earnings during the remainder of the member’s employment with the City. Maximum duration
of DROP participation is 60 months, or the date on which the member completes 35 years of
service, if earlier. The rate of return for members who enter the DROP prior to May 20, 2104
is at the participant’s election, either 6.5% annually or actual net rate of investment return
(total return net of brokerage commissions, transaction costs and management fees) credited
each fiscal quarter. The rate of return for members who enter the DROP on or after May 20,
2014 is the actual net rate of investment return but not less than zero. Upon termination of
employment, members shall receive their normal retirement benefits monthly and receive their
funds from the DROP account in a lump sum distribution.
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(12) Retirement Plans: (Continued)

Firefighters who have reached normal retirement age may elect to retroactively enter the
DROP, considered BAC-DROP. The BAC-DROP period will not exceed 60 months, or the
date on which the member completes 35 years of service. The rate of return is actual net rate of
investment return but not less than zero.

At September 30, 2020, there were two DROP participants with a total balance of $446,698.

(i) General Employees’ Trust Fund

General employees who have reached normal retirement age are eligible to participate in the
Deferred Retirement Option Program (DROP). Upon electing to participate in the DROP,
members are considered to have retired for purposes of the pension plan, but continue to
remain active employees of the City. The member’s normal retirement benefit is calculated as
if the member had actually retired on the date of DROP participation. Instead of paying the
benefit to the member, a DROP account is established and the benefit is deposited in the
account each month. These deposits continue to accumulate investment earnings during the
remainder of the member’s employment with the City. Maximum duration of DROP
participation is 36 months. The rate of return is at the participant’s election. For members who
enter the DROP prior to December 19, 2012, the rate of return election is either 6.5% annually
or actual net rate of investment return (total return net of brokerage commissions, transaction
costs and management fees) credited each fiscal quarter. The member may elect to change the
form of return once during the period of DROP Participation. For members who enter the
DROP on or after December 19, 2012, the rate of return is the actual net rate of investment
return but not less than zero. Upon termination of employment, members shall receive their
normal retirement benefits monthly and receive their funds from the DROP account in a lump
sum distribution.

At September 30, 2020, there were 12 DROP participants with a total balance of $519,139.

(iif) Municipal Police Officers’ Retirement Trust Fund

Police Officers, hired before August 21, 2012, who have reached normal retirement age, are
eligible to participate in the Deferred Retirement Option Program (DROP). Police officers
hired on or after August 21, 2012 are not eligible. Upon electing to participate in the DROP,
members are considered to have retired for purposes of the pension plan, but continue to
remain active employees of the City. The member’s normal retirement benefit is calculated as
if the member had actually retired on the date of DROP participation. Instead of paying the
benefit to the member, a DROP account is established and the benefit is deposited in the
account each month. These deposits continue to accumulate investment earnings during the
remainder of the member’s employment with the City. Maximum duration of DROP
participation is 60 months, or the date on which the member completes 30 years of service, if
earlier. The rate of return is at the participant’s election, either 6.5% annually for members
who enter the DROP prior to August 21, 2012, 2.0% annually for member who enter the
DROP on or after August 21, 2012, or actual net rate of investment return (total return net of
brokerage commissions, transaction costs and management fees) credited each fiscal quarter.
Upon termination of employment, members shall receive their normal retirement benefits
monthly and receive their funds from the DROP account in a lump sum distribution.

At September 30, 2020, there was one DROP participant with a total balance of $169,718.
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(12) Retirement Plans: (Continued)

(b) Defined Contribution Plans

On January 8, 2013, the City Commission approved Resolution 2012-46 that established a money
purchase plan and trust to be known as the City of Ormond Beach Defined Contribution Plan in the form
of the International City Management Association Retirement Corporation (ICMA-RC) Governmental
Money Purchase Plan and Trust effective January 1, 2013. The plan is available for all full-time general
employees hired on or after December 19, 2012. The City shall contribute on behalf of each participant
such percentages or amounts as are specified in the adoption agreement for such plan, or as otherwise
authorized by the City Commission, which is currently 6% of earnings. Mandatory participant
contributions are not required to be eligible for the City’s contribution. Normal retirement age is 62 and a
participant becomes fully vested after five years of service. For the year ended September 30, 2020, actual
City contributions to this plan totaled $320,200.

Although the defined contribution plan was authorized and established by the City, it is monitored and
maintained by employees. Benefits are paid directly to employees from the ICMA-RC with no contingent
liability belonging to the City. As such these assets are not presented in these financial statements.

(13) Other Post-Employment Benefits (OPEB):

Plan Description Effective October 1, 2016, the City implemented GASB Statement No. 75,
Accounting and Reporting for Post-Employment Benefits Other Than Pensions, for certain post-
employment healthcare benefits provided by the City. The City elected to implement the requirements of
this statement prospectively. No assets are held in trust for payment of the OPEB liability as the City had
no OPEB liability other than as arising from the implicit rate subsidy, as discussed in the following
paragraph.

Retirees and their dependents are permitted to remain covered under the City’s respective health care
plans as long as they pay a full premium applicable to the coverage elected. This conforms to the
minimum required of Florida governmental employers per Chapter 112.08, Florida Statutes. The Other
Post-Employment Benefit Plan does not issue a stand-alone report

Benefits Provided The Other Post Employment Benefit Plan is a single-employer benefit plan
administered by the City. Retirees are charged whatever the insurance company charges for the type of
coverage elected, however, the premiums charged by the insurance company are based on a blending of
the experience among younger active employees and older retired employees. The older retirees actually
have a higher cost which means the City is actually subsidizing the cost of the retiree coverage because it
pays all or a significant portion of the premium on behalf of the active employee. GASB No. 75 calls this
the “implicit rate subsidy.”

Plan Membership At October 1, 2018, the date of the latest actuarial valuation, plan participation
consisted of the following:

Active Employees 316
Inactive Employees 29
345

Total OPEB Liability The City’s total OPEB liability of $5,945,764 was measured as of September 30,
2020, and was determined by an actuarial measurement as of that date.
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(13) Other Post-Employment Benefits (OPEB): (Continued)

Actuarial Assumptions and Other Inputs The total OPEB liability per the September 30, 2020,
actuarial valuation was determined using the following actuarial assumptions and other inputs, applied to
all periods in the measurement, unless otherwise specified:

Inflation 2.50%
Salary increases 4.00%
Discount rate 2.14%
Healthcare cost trend rate 6.00%

Ultimate rate reached in 2035 4.50%
Retirees’ share of benefit-related costs 100.00%

The City does not a have a dedicated Trust to pay retiree healthcare benefits. The discount rate was based
the S&P Municipal Bond 20 Year High Grade Rate Index as of September 30, 2020.

Mortality rates were based on the PubG.H-2010 General Mortality and PubS.H-2010 Safety Mortality
Tables.

Changes in the OPEB liability for the fiscal year ended September 30, 2020, were as follows:

Total OPEB
Liability

Balance at September 30, 2019 $ 4,898,587
Changes for a year:

Service cost 404,929

Interest 169,995

Differences between expected and actual experience (53,177)

Changes of assumptions and other inputs 740,388

Benefit payments — implicit rate subsidy (270,234)

Other changes 2,099
Net changes 1,047,177
Balance at September 30, 2020 $ 5945764

Sensitivity of the total OPEB liability to changes in the discount rate:

The following presents the total OPEB liability of the City calculated using the discount rate of 2.14%, as
well as what the City’s total OPEB liability would be if it were calculated using a discount rate that is 1%
lower or 1% higher than the current rate:

Current
Current Rate 1% Decrease Discount Rate 1% Increase
Total OPEB Liability 2.14% $ 5450,290 $ 5,945,764 $ 6,514,999
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(13) Other Post-Employment Benefits (OPEB): (Continued)

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rate:

The following presents the total OPEB liability of the City as well as what the City’s total OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1% lower and 1% higher than the
current healthcare cost trend rates (6.00% decreasing to 4.50%):

Current
1% Decrease Trend Rates 1% Increase
Total OPEB Liability $ 6,630,216 $ 5,945,764 $ 5,363,632

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources

For the year ended September 30, 2020; the City recognized OPEB expense of $597,508. At September
30, 2020, the City reported deferred outflows of resources and deferred inflows of resources related to
OPEB form the following sources:

Deferred Outflows Deferred Inflows of

of Resources Resources
Differences between expected and actual experience $ 133914 $ 481,028
Changes of assumptions 870,584 450,194
Total $ 1,004,498 $ 931,222

Amounts reported as deferred (outflows) of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows:

2021 $(22,583)
2022 (22,583)
2023 (6,497)
2024 33,839
2025 (12,920)
Thereafter (42,531)
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(14) Landfill Closure and Post Closure Care Costs:

The City is required to recognize a liability equal to the estimated total current cost of closure and post
closure care for its landfill. The City’s landfill was certified closed during the 2000 fiscal year. The City
has conducted studies to determine the costs of providing long-term care for its landfill. The results of
these studies are reviewed by the Florida Department of Environmental Protection (FDEP).

The City’s cost estimate is approximately $879,833 to provide long-term care for a period of 11 years.
These cost estimates may change due to inflation or deflation, or changes in applicable laws or
regulations.

The City is required by the State of Florida to make an annual contribution, if necessary, to a trust fund to
finance closure costs. The City is in compliance with these requirements, and, as of September 30, 2020,
cash and investments of approximately $107,866 are held in the trust fund for these purposes. These are
reported as restricted assets on the statement of net position. The City is funding these costs with
additional service fees generated from the City’s sanitation contractor.

(15) Contingencies:

Amounts received or receivable from granting agencies are subject to audit and adjustments by grantor
agencies, principally the federal and state government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. It is management’s opinion that there are no
significant liabilities relating to these grants.

The City is a defendant in various lawsuits at September 30, 2020. The estimated liability for probable
losses, as a result of the lawsuits, was determined based on advice from legal counsel after consideration
of insurance coverage and, in certain instances, the Florida statutory limitations of government liability,
and is included in the estimated liability for self-insurance claims in the internal service fund. Although
the ultimate outcome of these lawsuits is not presently determinable, it is the opinion of management,
based on advice from legal counsel, that the amount of losses resulting from the above litigation in excess
of the amount accrued as of September 30, 2020, would not have a material adverse effect on the financial
position of the City.

During the year ended September 30, 2020, local, U.S., and world governments have encouraged self-
isolation to curtail the spread of the global pandemic, coronavirus disease (COVID-19), by mandating
temporary work stoppage in many sectors and imposing limitations on travel and size and duration of
group meetings. Most industries are experiencing disruption to business operations and the impact of
reduced consumer spending. There is unprecedented uncertainty surrounding the duration of the
pandemic, its potential economic ramifications, and any government actions to mitigate them.
Accordingly, while management cannot quantify the financial and other impact to the City as of
February 11, 2021, management believes that a material impact on the City’s financial position and
results of future operations is reasonably possible.

(16) EFund Deficits:
The Municipal Airport Fund deficit of $488,062 represents the cumulative costs associated with capital

improvements and the excess of operating expenses over revenues. This deficit is to be funded by future
airport lease revenues.
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(17) Recent Accounting Pronouncements:

GASB has issued several pronouncements that have effective dates that may impact future financial
statements. Listed below are pronouncements with required implementation dates effective for subsequent
fiscal years that have not yet been implemented. Management has not currently determined what, if any,
impact implementation of the following will have on the City’s financial statements:

(@)

(b)

(©)

(d)

(€)

GASB issued Statement No. 84, Fiduciary Activities, in January 2017. GASB 84 improves
guidance regarding the identification and reporting of fiduciary activities. The provisions in
GASB 84, are effective for periods beginning after December 15, 2019.

GASB issued Statement No. 87, Leases, in June 2017. GASB 87 increases the usefulness of
governments’ financial statements by requiring recognition of certain lease assets and liabilities
for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources 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. The provisions in GASB 87 are effective
for periods beginning after June 15, 2021.

GASB issued Statement No. 90, Majority Equity Interests-an amendment of GASB Statements
No. 14 and No. 61, in August 2018. GASB 90 improves the consistency and comparability of
reporting a government’s majority equity interest in a legally separate organization and
improves the relevance of financial statement information for certain component units. The
provisions in GASB 90 are effective for periods beginning after December 15, 2019.

GASB issued Statement No. 91, Conduit Debt Obligations, in May 2019. GASB 91 provides a
single method of reporting conduit debt obligations by issuers and eliminate diversity in
practice associated with (1) commitments extended by issuers, (2) arrangements associated
with conduit debt obligations, and (3) related note disclosures. The provisions in GASB 91 are
effective for periods beginning after December 15, 2021.

GASB issued Statement No. 96, Subscription-Based Information Technology Arrangements, in
May 2020. provides guidance on the accounting and financial reporting for subscription-based
information technology arrangements (SBITAs) for government end users (governments). This
Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-to-use
subscription asset—an intangible asset—and a corresponding subscription liability; (3)
provides the capitalization criteria for outlays other than subscription payments, including
implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the
extent relevant, the standards for SBITAs are based on the standards established in Statement
No. 87, Leases, as amended. The provisions in GASB 96 are effective for periods beginning
after June 15, 2022,
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Special Revenue Funds

Special Revenue Funds are used to account for specific revenues that are legally restricted to expenditure
for particular purposes.
Stormwater Drainage Utility Fund
This fund accounts for the maintenance of the City’s existing stormwater drainage system. Revenues are
provided from user charges to the utility customers.
Municipal Airport Fund

The fund accounts for the financial activities of the Ormond Beach Airport. The airport was deeded to the
City in 1959.The agreement restricts the use of the land and revenues derived from aviation related
purposes. The airport is funded through rentals and lease revenues, grant revenues and transfers from the
General Fund.

Local Law Enforcement Trust Fund

This fund accounts for proceeds generated by confiscation activities of the Police Department.
Expenditures are restricted for law enforcement purposes only.

Federal Law Enforcement Trust Fund
This fund accounts for proceeds generated by confiscation activities of the Police Department.
Expenditures are restricted for law enforcement purposes only.

Pension Contribution Pass Thru Fund
This fund accounts for the insurance premium taxes assessed and collected against properties in the City.
Funds are restricted and passed thru to the respective pension trust funds.

Public Recreational Facility Use Fee Fund
This fund accounts for impact fees assessed and collected against users of the various recreation and
cultural facilities within the City. Use of these funds is restricted for expansion of those facilities.
Grants Fund

This fund accounts for proceeds of federal and state financial assistance and related costs for various
operating and capital expenditures.
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Debt Service Funds

Debt Service Funds are used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest and related costs.
Financing Debt Service Fund

This fund records principal and interest payments on various capital lease and notes payable obligations.
Revenue sources include interest on investments and transfers from the General Fund.

2002 General Obligation Debt Service Fund
This fund records principal and interest payments on Series 2002 General Obligation Bonds. Revenue
sources include ad valorem property taxes and interest on investments.

2003 General Obligation Debt Service Fund
This fund records principal and interest payments on Series 2003 General Obligation Bonds. Revenue
sources include ad valorem property taxes and interest on investments.

2005 Capital Improvements Note Debt Service Fund

This fund records principal and interest payments on the Capital Improvement Revenue Note, Series
2005. Revenue sources include transfers from the General Fund.

2010 General Obligation Debt Service Fund

This fund records principal and interest payments on Series 2010 General Obligation Bonds. Revenue
sources include ad valorem property taxes and interest on investments.
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Capital Projects Funds

Capital Projects Funds are used to account for the acquisition and construction of major capital facilities
other than those financed by the Proprietary and Trust Funds.
General Improvements Fund
This fund is used to account for capital asset (including infrastructure) acquisitions and construction from
general government resources (transfers from the governmental funds) and intergovernmental grants.
Other sources of revenue include ad valorem property taxes, interest on investments and donations.
Equipment Renewal and Replacement Fund
This fund accounts for replacement of existing capital assets provided by general government resources.
Revenue sources are provided from interest on investments and transfers from the governmental funds.
Transportation Improvements Fund

This fund is used to account for capital infrastructure acquisition and construction from general
government resources (transfers from the General Fund). Sources of revenue include ad valorem property
taxes, local option gas taxes, and interest on investments.

Recreational Facility Impact Fee Fund

This fund accounts for impact fees assessed and collected against new construction activities. Use of these
funds is restricted for expansion of existing recreational facilities or construction of new recreation
facilities.
Local Roads Impact Fee Fund
This fund accounts for impact fees assessed and collected against new construction activities. Use of these
funds is restricted for expansion of existing local roadway links or construction of new local roadways.
Stormwater Drainage Impact Fee Fund

This fund accounts for impact fees assessed and collected against new construction activities. Use of these
funds is restricted for expansion of existing stormwater management facilities or construction of new
stormwater management facilities.

Facilities Renewal and Replacement Fund

This fund accounts for ad valorem property taxes restricted for the renewal and replacement of existing
City facilities.
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SUPPORTING SCHEDULES

Financial supporting schedules are presented to provide greater
detailed information than reported in the preceding financial
statements. This information, in many cases, has been spread
throughout the report and is brought together here for greater
clarity. Financial supporting schedules are not necessary for fair
presentation in conformity with generally accepted accounting
principles.
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CITY OF ORMOND BEACH, FLORIDA
SCHEDULE FOR WATER AND SEWER BOND COVENANTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Operating revenues $ 22,303,458
Less: Operating expenses 10,031,571
Net revenues 12,271,887
Impact fees 1,247,232
Net revenues plus impact fees $ 13,519,119
Maximum annual debt service $ 5,208,779
Ratio of net revenues plus impact fees to annual debt service 2.51
Ratio of net revenues to annual debt service 2.27

This schedule is prepared in accordance with Water and Sewer Bond Issue covenant requirements.

In accordance with the requirements of Rule 15c¢2-12 (the Rule) promulgated by the Securities and
Exchange Commission (the Commission), the City has agreed in Resolution #2000-201 to provide or
cause to be provided, to each nationally recognized municipal securities information repository
(NRMSIR) and to the appropriate state information depository (SID), if any, designated by the State of
Florida, the above annual financial information and operating data.

Further information relating to the City’s utility system and its customers can be found in the statistical
section.
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Statistical Section

This part of the City of Ormond Beach, Florida’s comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements, note
disclosures, and required supplementary information says about the City’s overall financial health.

(@0 1 =T 01 1, Page
(TP Lo E= I I =T o [T 127

These schedules contain trend information to help the reader understand how the City’s financial
performance and well-being have changed over time.

LAY LS U @F= T o = Vo | T 134
These schedules contain information to help the reader assess the factors affecting the City’s
ability to generate its property and sales taxes.

D=1 o] A O - o1 Y 144
These schedules present information to help the reader assess the affordability of the City’s
current levels of outstanding debt and the City’s ability to issue additional debt in the future.

Demographic and Economic INFOrmMation ..o 151
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the City’s financial activities take place and help make comparisons
over time and with other governments.

Operating INFOrMALION ........ociiii et e st e st e re e e s be e e e sbesreeseenrs 153
These schedules contain information about the City’s operations and resources to help the reader
understand how the City’s financial information relates to the services the City provides and the
activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive
annual financial reports for the relevant year.
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CITY OF ORMOND BEACH, FLORIDA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2020

(1) Basis of Presentation:

The accompanying schedule of expenditures of federal awards and state financial assistance includes the
federal and state grant activity of the City of Ormond Beach, Florida, and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and
Section 215.97, Florida Statutes, Florida Single Audit Act. Because the Schedule presents only a selected
portion of the operations of the City, it is not intended to and does not present the financial position,
changes in net assets, or cash flows of the City.

(2) Summary of Significant Accounting Policies:

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following, as applicable, either the cost principles contained in Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance) and Section 215, Florida Statutes, wherein certain
types of expenditures are not allowable or are limited as to reimbursement.

(3) De Minimis Indirect Cost Rate Election:

The City did not elect to use the 10% de minimis indirect cost rate as covered in §200.414, Indirect
(F&A) costs, of the Uniform Guidance.

(4) Deferred FEMA Expenditures:

During the fiscal years ended September 30, 2018, and 2017, the City incurred substantial costs related to
Hurricanes Matthew and Irma. Additionally, the City incurred costs related to Hurricanes Michael and
Dorian during the fiscal year ended September 30, 2019. Per the OMB Compliance Supplement, any
reimbursements from the Federal Emergency Management Agency (FEMA) under CFDA 97.036 are not
to be recognized as expenditures for purposes of the Schedule of Expenditures of Federal Awards until
the respective Project Worksheets (PW) have been approved. At September 30, 2020, only some of the
City’s PWs from these storms had been approved by FEMA. As a result, there are $897,481 of
expenditures and related revenues which have been recorded for financial statement purposes and not on
the Schedule of Expenditures of Federal Awards and State Financial Assistant; these expenditures will be
recognized on the Schedule of Expenditures of Federal Awards and State Financial Assistance in future
years once approved by FEMA.

(5) Contingency:

Project expenditures are subject to audit and adjustment. If any expenditures were to be disallowed by the
grantor agency as a result of such an audit, any claim for reimbursement to the grantor agency would
become a liability of the City. In the opinion of management, all Project expenditures included on the
accompanying schedule are in compliance with the terms of the project agreements and applicable federal
and state laws and regulations.
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CITY OF ORMOND BEACH, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2020
A. Summary of Auditors’ Results:
Financial Statements:

Type of audit report issued on the financial statements: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? yes X __no
Significant deficiency(ies) identified? yes X__none reported
Noncompliance material to financial statements noted? yes X _no

Federal Awards:

Internal control over major Federal programs:

Material weakness(es) identified? yes X__no
Significant deficiency(ies) identified? yes X __none reported
Type of auditor’s report issued on compliance for major
Federal programs: Unmodified
Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? yes X__none reported
Auditee qualified as a low-risk auditee? X_yes no
Dollar threshold used to distinguish between type A and type $750,000
B programs:
Identification of major Federal programs:
CFDA Number Program Name

21.019 Coronavirus Relief Fund

Financial Statement Findings: None.
Federal Program Findings and Questioned Costs: None.

Summary Schedule of Prior Audit Findings: Not applicable as there are no current year findings.

m O O

Corrective Action Plan: Not applicable as there are no prior year findings.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH THE UNIFORM GUIDANCE

To the Honorable Mayor, City Commission, and City Manager,
City of Ormond Beach, Florida:

Report on Compliance for Each Major Federal Program

We have audited the City of Ormond Beach, Florida’s (the City) compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Compliance Supplement
that could have a direct and material effect on each of the City’s major federal programs for the year
ended September 30, 2020. The City’s major federal programs are identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of federal statutes, regulations, and the
terms and conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance 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 the audit requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the City’s compliance.

Opinion on Each Major Federal Program
In our opinion, the City complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended September 30, 2020.
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Report on Internal Control over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the City’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

é“ Moo & (o, D.L.

Daytona Beach, Florida
February 11, 2021
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Other Reports
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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

To the Honorable Mayor, City Commission, and City Manager,
City of Ormond Beach, Florida:

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of
the City of Ormond Beach, Florida (the City) as of and for the year ended September 30, 2020, and the
related notes to financial statements, which collectively comprise the City’s basic financial statements,
and have issued our report thereon dated February 11, 2021.

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 the basis for designing audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal control.

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

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be material weaknesses or significant deficiencies, and therefore, material
weaknesses or significant deficiencies may exist that are not identified. Given these limitations, during
our audit we did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

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

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal

control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,

this communication is not suitable for any other purpose.
f
éﬂr Mogre ;- b. ) P L.

Daytona Beach, Florida
February 11, 2021
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INDEPENDENT AUDITORS” MANAGEMENT LETTER REQUIRED
BY CHAPTER 10.550, RULES OF THE STATE OF FLORIDA
OFFICE OF THE AUDITOR GENERAL

To the Honorable Mayor, City Commission, and City Manager,
City of Ormond Beach, Florida:

Report on the Financial Statements

We have audited the basic financial statements of City of Ormond Beach, Florida (the City), as of and for
the fiscal year ended September 30, 2020, and have issued our report thereon dated February 11, 2021.

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; the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements of
Federal Awards (Uniform Guidance); 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
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards; Independent Auditors’ Report on Compliance for Each Major
Federal Program and Report on Internal Control over Compliance in Accordance with the Uniform
Guidance; Schedule of Findings and Questioned Costs; and Independent Accountants’ Examination
Report on an examination conducted in accordance with AICPA Professional Standards, AT-C Section
315, regarding compliance requirements in accordance with Chapter 10.550, Rules of the Auditor
General. Disclosures in those reports and schedule, which are dated February 11, 2021, should be
considered in conjunction with this management letter.

Prior Audit Findings

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

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The City of Ormond Beach,
Florida was created and reestablished as a municipal government when its present charter was approved
by the voters at a general referendum in 1931 and by the Laws of Florida 14622 and the Act of 1929. Also
see note 1(b) to the financial statements.
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Financial Condition and Management

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

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures. 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.

Additional Matters

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

Purpose of this Letter
Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida Auditor

General, Federal and State grant agencies, and applicable management and the City Commission,
management, and others within the City and is not intended to be and should not be used by anyone other

than these specified parties.
/
% Moo & o, D.L.

Daytona Beach, Florida
February 11, 2021
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INDEPENDENT ACCOUNTANTS’ EXAMINATION REPORT

To the Honorable Mayor, City Commission, and City Manager,
City of Ormond Beach, Florida:

We have examined the City of Ormond Beach, Florida’s (the City) compliance with Section 218.415,
Florida Statutes, Local Government Investment Policies, for the year ended September 30, 2020. The City
of Ormond Beach’s management is responsible for the City’s compliance with those requirements. Our
responsibility is to express an opinion on the City’s compliance 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 with Section 218.415,
Florida Statutes, Local Government Investment Policies, for the year ended September 30, 2020, in all
material respects. An examination involves performing procedures to obtain evidence about the City’s
compliance with those requirements. The nature, timing, and extent of the procedures selected depend on
our judgment, including an assessment of risks of material noncompliance with those requirements,
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.

In our opinion, the City of Ormond Beach, Florida complied, in all material respects, with the
aforementioned requirements for the year ended September 30, 2020.

C%w Megee «:- lo. , >,
Daytona Beach, Florida

February 11, 2021
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City oF ORMOND BEACH

Finance Department * 22 South Beach Street « Ormond Beach, FL 32174 = (386) 676-3209 = Fax (386) 676-3374

AFFIDAVIT

BEFORE ME, the undersigned authority, personally appeared, Kelly A. McGuire,
who being duly sworn, deposes and says on oath that:

15 I am the Chief Financial Officer of the City of Ormond Beach which is a
local governmental entity of the State of Florida;

2, The City of Ormond Beach adopted Ordinance No. 2019-42 implementing
an impact fee; and

3. The City of Ormond Beach has complied and, as of the date of this
Affidavit, remains in compliance with Section 163.31801, Florida Statutes.

FURTHER AFFIANT SAYETH NAUGHT.

ey, Ao

Kelly A. McGuire, Finance Director

STATE OF FLORIDA
COUNTY OF (N axEc of County)
Novemna
SWORN TO AND SUBSCRIBED before me this _\"2_ day of ey , 2021
ot el
OTARY PUBLIC _
rint Name =

Personally known /or produced identification

Type of identification produced:

: . PAULASHA MDSS
{@iiFg Pubiic - State of Florida

3 Commission # GG 931111

<y Comm. Expires Mar 28, 2024

=
" anded through National Notary Assn.

Visit our website: www.ormondbeach.org
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