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HCT Certified Public Accountants & Consultants, LLC

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of South Bay, Florida

Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund information of the City of South Bay, Florida (the
“City”), as of and for the year ended September 30, 2021, and the related notes to the financial
statements, which collectively comprise the City’s basic financial statements as listed in the table
of contents.

In our opinion, based on our audit and the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, and each major fund of the City of South Bay,
Florida, as of September 30, 2021, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

We did not audit the financial statements of the Florida Retirement System (included in the General
fund), which represent .37 percent, .89 percent, and .95 percent, respectively, of the assets,
liabilities, and expenses of the City’s pension plan as of September 30, 2021, and the respective
changes in financial position, and where applicable, cash flows thereof for the year then ended.
Those statements were audited by other auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Fiduciary funds, is based solely on the
report of the other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and Chapter 10.550, Rules of
the Florida Auditor General (Chapter 10.550). Our responsibilities under those standards and
rules are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements sections of our report. We are required to be independent of the City, and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America, and
for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and
Chapter 10.550 will always detect a material misstatement when it exists. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and Chapter 10.550, we:

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City's internal control. Accordingly, no such opinion
is expressed.

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

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, and schedules related
to pension benefits on pages 4-11 and 47-54 be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who



considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 10.
2022, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the City’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

HCT Certified Public Accountants T Consultants, LLC

Hollywood, Florida
June 10, 2022



City of South Bay, Florida
Management’s Discussion and Analysis

September 30, 2021

The purpose of Management’s Discussion and Analysis (MD&A) is designed to provide the
readers an overview of financial activities of the City of South Bay’s (the “City”) for the fiscal
year ended September 30, 2021. This information is intended to assist the readers to identify
changes in financial statements and help them to make decision or conclude about City’s financial
position.

The information contained within this MD&A is only a component of the entire financial statement
report. The readers should take time to read and evaluate all sections of the financial statements
including the footnotes and the other required supplementary information that is provided in
addition, to this Management’s Discussion and Analysis MD&A section.

Financial Highlights:

o The assets and deferred outflows of resources of the City exceeded its liabilities and
deferred inflows at September 30, 2021 by $11,483,062 of this amount $5,260,099 may
be used to meet the government’s ongoing obligation to citizens and creditors.

o The City’s total net position increased by $285,309 or 2.5% as a result of an increase of
$110,822 in governmental activities and an increase of $174,487 in business-type
activities.

e Governmental activities generated $3,000,939 in revenues with $2,890,117 in expenses.
e Business-type activities generated $847,310 in revenues with $672,823 in expenses.

e General fund balance increased by $412,186, as result, the unassigned fund balance was
$1,569,096 or 88% total of fund balances.

e The net position in business type activities increased by $174,487 due to increase of
$104,855 in the water and sewer fund and an increase of $69,632 in the sanitation fund.

e At the end of the current fiscal year, the unassigned fund balance for the general fund
represented 69.5% of the total general fund expenditures.

Overview of the Financial Statements

The City’s financial statements comprise of three components: 1) government-wide financial
statements, 2) financial statements of funds, 3) notes to the financial statements, and 4) other. This
report also contains other supplementary information aside to the basic financial statements.
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City of South Bay, Florida
Management’s Discussion and Analysis
September 30, 2021

1 - The focus of the government-wide financial statements is on the overall financial position and
activities of the City. The difference between the City’s total all assets and deferred outflows of
resources, and total liabilities and deferred inflows of resources represents its net position.
Although the purpose of the City is not to accumulate net position, over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.

The government-wide financial statements provide readers with a broad overview of the City’s
finances for both its governmental activities and business-type activities which are shown in two

statements:

e Statement of Net Position
e Statement of Activities

The Statement of Net Position presents information on all of the City’s held assets and liabilities
owed by the City.

The Statement of Activities presents the revenues and expenses of the City and the change in net
position during current fiscal year. The items presented on the Statement of Activities are
measured in a manner similar to the approach used in the private-sector; the revenues are
recognized when earned and expenses are reported when incurred.

2 — The focus of the fund financial statements is a micronization of specific activities within the
City as opposed to the City as a whole. Specific funds are established to maintain control over
resources that have been segregated for specific activities or objectives. The City, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. The City groups it funds in two categories:

e (Governmental Funds
e Proprietary Funds

Governmental fund financial statements consist of a balance sheet statement of revenues and
expenditures, and changes in fund balances. These statements are prepared on an accounting basis
that is significantly different from that used to prepare the government-wide financial statements.
The focus of the financial statements is on short-term emphasis. That measures and accounts for
cash and other assets that can easily be converted to cash. The major fund in the governmental
fund is the General Fund. The City adopts an annual budget for the General Fund. A budgetary
comparison statement has been provided for the General Fund to demonstrate compliance with
the annual budget.

Proprietary Funds provide the same type of information as the government-wide financial
statements, only in more detail. The City presents a separate column for the water and sewer



City of South Bay, Florida
Management’s Discussion and Analysis
September 30, 2021

and sanitation funds. The Sanitation Fund charges a fee to customers for the use of services. The
Water and Sewer Fund receives an annual fee based on agreement between the City and Palm
Beach County Water Utility Department. The basis of accounting of the financial statements is
similar to the basis used to prepare the government-wide financial statements.

3 — The notes to the financial statements provide additional information and disclosures that are
essential to a full understanding of the data provided in the government-wide and fund financial
statements.

4- Other Information — In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information. The supplementary information
such as a comparison includes funding between the City’s adopted budget and actual financial
results. The City adopts an annual appropriated budget for its governmental funds. The budgetary
comparison statement has been provided to exhibit compliance with the budget.

Analysis of government-wide financial statements:

City of South Bay, Florida
Condensed Statement of Net Position

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
Current and other assets $ 5391409 $ 3,833,562 $4,628,149 $§ 4490485  $10,019,558  § 8,324,047
Capital assets 4,783,277 5,355,708 247,459 250,029 5,030,736 5,605,737
Total assets 10,174,686 9,189,270 4,875,608 4,740,514 15,050,294 13,929,784
Current and other liabilities 2,460,138 1,599,638 63,146 69,539 2,523,284 1,669,177
Long-term liabilities outstanding 137,716 123,622 874,000 907,000 1,011,716 1,030,622
Total liabilities 2,597,854 1,723,260 937,146 976,539 3,535,000 2,699,799
Net position:

Invested in capital assets
(net of related debt) 4,660,248 5,206,263 247,459 250,029 4,907,707 5,456,292
Restricted for prepaid items 1,347,488 1,027,873 - 1,347,488 1,027,873
Unrestricted 1,569,096 1,231,874 3,691,003 3,513,946 5,260,099 4,745,820
Total net position $ 7,576,832  $7466,010 $3,938462 $ 3763975  $11,515294  $11,229,985

A significant portion of the City’s net position (42.6%) reflect its investment in capital assets (e.g.
lands, infrastructure, buildings and equipment) less any debt related to those assets that are still
outstanding. The City uses these capital assets to provide services to citizens; accordingly, these
assets are not available for future spending. Although the City’s investment in its capital



City of South Bay, Florida
Management’s Discussion and Analysis
September 30, 2021

assets are reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources. Since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the City’s net position (11.7%) represents resources that are subject to
restriction on how they may be used.

The net position increased from $11,229,985 to $11,515,294 as a result of a net increase of
$174,487 in business-type and an increase of $110,822 in the governmental activities fund groups.

Expenses and Revenues — Governmental Activities:

Net position increases or decreases over time serve as a useful indicator of the government’s
financial position. Net position in governmental activities increased by $110,822 in the current
year, while the net position in prior year increased by $995,570. Revenues in governmental
activities including transfers in, decreased by $931,465 when the expenditures decreased by
$46,717 in fiscal year 2021.



Revenues:
Program revenues:

Charge for services

Operating grant and contribution
General revenues:

Property taxes

Franchise and taxes

Other taxes

Other

Total revenues

Expenses:
General government
Public safety
Highway and street
Culture and recreation
Water and sewer
Sanitation
Interest on long term debt

Total expenses

Increase (decrease) in net assets
before transfer in (out)

Transfer in /(out)
Increase in net position
Net position at beginning of year

Net position at end of year

Management’s Discussion and Analysis
September 30, 2021

City of South Bay, Florida

City of South Bay, Florida

Change in Net Position
Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
§ 55572 %8 54257 8§ 686010 S 682,160 § 741582 § 736417
379313 1,547291 379,313 1,547,291
450,788 434246 450,788 434246
683,092 652,439 683,092 652,439
1,063,148 932,965 - - 1,063,148 932,965
211,424 123,736 161,300 176,730 372,724 300,466
2843337 3744934 847,310 858,890 3,690,647 4,603,824
1373904 1,591,625 1,373,904 1,591,625
231,017 223317 231,017 223317
970,981 985,528 970,981 985,528
310,207 132,090 - 310,207 132,090
3,570 3,600 3,570 3,600
- - 511,651 4947738 511,651 4947738
4,008 4274 3,716 4,008 7,990
2,890,117 2,936,834 515221 502,054 3,405,338 3,438,888
(46,780) 808,100 332,089 356,836 285,309 1,164,936
157,602 187470 (157,602) (187.470)
110,822 995,570 174,487 169,366 285,309 1,164,936
7,466,010 6,470,440 3,763,975 3,594,609 11,229,985 10,065,049
§7,576,832  §7460,010  §3938462 §3763975  § 11515294  §11,229,985

The net position in business-type activities increased by $174,487 in the current year, when the
prior year’s net position increased by $169,366. The revenues in business-type decreased by
$11,580 when the expenditures decreased by $16,701 mainly due to transfer out within the

Sanitation Fund.



City of South Bay, Florida
Management’s Discussion and Analysis
September 30, 2021

Discussion of Major Funds

The City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

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

The General Fund is the primary operating account for all unrestricted operating expenditures of
the City. Revenues aggregated to $2,670,368 including a transfer in the amount 0of $157,602. While
expenditures totaled $2,258,182, resulting in a $412,186 increase in the fund balance at year end.

Proprietary Funds — The Water & Sewer Fund and Sanitation Fund are identified as major
proprietary funds and report the operating income and change in net position.

Total propriety funds revenue for service charges and other sources totaled $847,310. The total
expenditures totaled $672,823 including a transfer out of $157,602 to the General Fund resulting
in $174,487 increase in net position.

General Fund Budgetary Highlights

General Fund operations had a positive variance of $412,186, when the actual revenues including
other financing sources were $269,612 more than the final budget. Actual expenditures were less
than the final appropriation by $142,574. Budget amendments were done throughout the year to
make funds available for unexpected expenditures as well as to realign funding changes in each
department.

Capital Assets

The City’s capital assets (net of accumulated depreciation) as of September 30, 2021, amounted
to $5,030,736 a decrease of $575,001 from the prior year. The decrease was primarily due to
depreciation expenses in amount $548,891 and write off old assets in amount of $71,905 in 2021.
Additional information for the City assets can be found in NOTE 3, Capital assets.



Land
Buildings and improvements

Utility plant and systems
Improvements other than
buildings and roads

Infrastructure
Construction in Progress

Equipment and machinery
Total
Accumulated depreciation

Total capital assets, net

Long-Term Debt

City of South Bay, Florida

Management’s Discussion and Analysis

September 30, 2021

City of South Bay, Florida

Capital Assets
Governmental Activities Business-Type Activities Total

2021 2020 2021 2020 2021 2020
$ 293523 § 238823 $ 212927 § 212927 $ 506450 § 451,750
787,715 843,715 787,715 843,715
128,521 128,521 128,521 128,521
1,286,022 181,919 1,286,022 181,919
12,803,790 10,673,775 12,803,790 10,673,775
437,801 3,660,919 437,801 3,660,919
821,034 856,844 821,034 856,844
16,429,885 16,455,995 341,448 341,448 16,771,333 16,797,443
(11,646,608)  (11,100,287) (93,989) (91,419) (11,740,597) (11,191,706)
§ 4783277 § 5355708 § 247459 S 250,029 $ 5,030,736 § 5,605,737

At the end of the current fiscal year, the City had a total of $1,072,516 in notes, bonds and capital
leases outstanding as compared to $1,089,946 last year, a decrease of $17,130. The City’s
obligations are secured by various revenue sources and capital assets.

Revenues bonds
Capital Leases

Compensated absences

Total

City of South Bay, Florida

Bonded Debt, Notes and Loan Payable, and Capital leases

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020

$ $ $ 907,000 $ 938,500 $ 907,000 § 938500
27,800 54216 - - 27,800 54216
137,716 97,230 - - 137,716 97,230

$ 165516 § 151,446 $ 907,000 $ 938,500 $1,072516  § 1,089,946

10



City of South Bay, Florida
Management’s Discussion and Analysis
September 30, 2021

Economic Factors and Outlook for the Future

The City’s economic environment is dependent on Palm Beach County’s and the State of Florida’s
economic activities which are impacted by the City’s sources of revenue. Other economic factors
such as a weak economy, unemployment, commodities prices, growth and any new legislative bill
and proposal may have a significant impact on the City’s operations. City of South Bay has been
fortunate to be located in an area with the opportunity to annex lands, which could be utilized for
future development, additional employment opportunities and increases in property valuations and
revenues.

The City primarily relies on various taxes levied by the state (sales and utilities) as well as
franchise and other business tax receipts for governmental activities. The governmental fund
budget has kept operational spending fairly unchanged. The City’s elected officials consider many
factors and establish goals, and priorities when adopting the annual budget each year.
Improvements to roads will be funded by grants’ monies that are expected to be received during
2021-2022 fiscal year.

Eftective October 1, 2006, the fire rescue services was transferred to Palm Beach County Fire
Rescue MSTU (municipal service tax unit). In accordance with this agreement, the City’s property
owners $3.4581 mills of $1,000 of taxable value are maintained by Palm Beach County and the
City’s millage rate remains at 6.3089. The property values have begun to stabilize and an increase
of'4.1% is projected for the fiscal year 2021-2022.

Request for Information

The financial report is designed to provide a general overview of the City’s finances to its citizens,
taxpayers, customers, creditors and investors, to demonstrate the City’s accountability to the
aforementioned. Questions concerning any of the information provided in this report or requests
for additional information should be addressed to the Finance Department, 335 S.W. 2™ Avenue,
South Bay, FL 33493. Additional information is also available on the City’s website.

11



City of South Bay, Florida

Statement of Net Position

Assets:

Cash and cash equivalents

Accounts receivable (net of allowances
for uncollectible accounts)

Due from government

Prepaid items

Due from other funds

Restricted assets:
Cash and cash equivalents
Investments

Capital assets

Other assets

Total assets

Deferred outflows:
Deferred outflows-pension

Total deferred outflows

Liabilities:

Accounts payable

Accrued liabilities

Compensated absences

Due to other funds

Payable from restricted assets:
Interest payable

Long-term debt:

Due within in one year
Capital lease
Due in more than one year
Net pension liability
Total liabilities
Deferred inflows:
Deferred inflows-revenues

Deferred inflows-pension

Net Position:

Invested in capital assets, net of related debt

Restricted for:
Prepaid items

Capital projects

General government

Parks and recreational
Unrestricted

September 30, 2021
Governmental Business-Type
Activities Activities Total

$ 4,297,099 $ 2,910,792 7,207,891
61,112 109,393 170,505
254,148 - 254,148
37,274 - 37,274
32,037 678,085 710,122
116,231 23,119 139,350
- 874,873 874,873
4,783,277 247,459 5,030,736
549,151 31,887 581,038
10,130,329 4,875,608 15,005,937
44,357 : 44,357
44,357 - 44,357
136,727 7,267 143,994
14,497 . 14,497
137,716 - 137,716
710,122 - 710,122
- 22,879 22,879
24,226 33,000 57,226
3,574 - 3,574
- 874,000 874,000
25,948 - 25,948
1,052,810 937,146 1,989,956
1,463,638 - 1,463,638
81,406 - 81,406
4,660,248 247,459 4,907,707
37,274 - 37,274
1,237,982 - 1,237,982
32,232 - 32,232
40,000 - 40,000
1,569,096 3,691,003 5,260,099
$ 7,576,832  § 3,938,462 11,515,294

Total net position

See accompanying notes to financial statements.
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City of South Bay, Florida
Statement of Activities

For the Fiscal Year Ended September 30, 2021

Operating/Capital Business-
Charges for Grants and Governmental Type
Expenses Services Contributions Activities Activities Total
Governmental activities:
General government $ 1,373,904 $ - $ 379,313 $ (994,591) - (994,591)
Public safety 231,017 - - (231,017) - (231,017)
Highways and streets 970,981 55,572 - (915,409) - (915,409)
Culture and recreation 310,207 - - (310,207) - (310,207)
Interest 4,008 - - (4,008) - (4,008)
Total governmental activities 2,890,117 55,572 379,313 (2,455,232) - (2,455,232)
Business-type activities:
Water and sewer 3,570 - - - (3,570) (3,570)
Sanitation 511,651 686,010 - - 174,359 174,359
Total business-type activities 515,221 686,010 - - 170,789 170,789
Total governmental $ 3,405,338 $ 741,582 $ 379,313 (2,455,232) 170,789 (2,284,443)
General revenue:
Taxes:
Ad Valorem 450,788 - 450,788
Franchise and other taxes 683,092 - 683,092
Sales taxes 567,040 - 567,040
State revenue sharing 220,548 - 220,548
Payment in lieu of taxes 275,560 - 275,560
Occupational licenses and permits 99,874 - 99,874
Investment earnings 4,464 2,991 7,455
Other 107,086 158,309 265,395
Interfund transfers 157,602 (157,602) -
Total general revenues 2,566,054 3,698 2,569,752
Change in net position 110,822 174,487 285,309
Net position, beginning of year 7,466,010 3,763,975 11,229,985
Net position, end of year $ 7,576,832 3,938,462 11,515,294

See accompanying notes to financial statements.
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Assets:

Cash and cash equivalents

Accounts receivable (net of
allowances for uncollectible)

Due from government

Due from other funds

Prepaid items

Other assets

Restricted assets:
Cash and cash equivalents

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Accrued liabilities
Due to other funds
Total liabilities
Deferred inflows
Fund balances:
Non-spendable:
Prepaid items
Restricted for:
Capital projects
Committed to:
Compensated absences
Assigned to:
Parks and recreational
Unassigned

Total fund Balances

Total liabilities and fund balances

City of South Bay, Florida
Balance Sheet
Governmental Funds

September 30, 2021
Major Fund Nonmajor Fund Total
General Capital Governmental
Fund Projects Funds
$ 3,205,463 $ 1,091,636 $ 4,297,099
61,112 - 61,112
111,489 142,659 254,148
- 32,037 32,037
37,274 - 37,274
549,151 - 549,151
116,231 - 116,231
$ 4,080,720 $ 1,266,332 $ 5,347,052
$ 108,377 $ 28,350 $ 136,727
14497 : 14,497
710,122 - 710,122
832,996 28,350 861,346
1,463,638 - 1,463,638
37,274 - 37,274
- 1,237,982 1,237,982
137,716 - 137,716
40,000 - 40,000
1,569,096 - 1,569,096
1,784,086 1,237,982 3,022,068
$ 4,080,720 $ 1,266,332 $ 5,347,052

See accompanying notes to financial statements.
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City of South Bay, Florida
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position

Governmental Funds
September 30, 2021

Fund Balance — Total Governmental Funds $ 3,022,068

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

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the governmental
funds balance sheet 4,783,277

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the governmental funds
balance sheet.

Compensated absences $ (137,716)
Pension liabilities (62,997)
General obligation notes and lease payable (27,800)
(228,513)
Total net position — Governmental Activities $ 7,576,832

See accompanying notes to financial statements. 15



Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended September 30, 2021

Revenues:
Taxes and franchise fees
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Rents
Investment income
Miscellaneous revenues

Total revenues

Expenditures:
Current:
General government
Public safety
Highways and streets
Culture and recreation
Capital outlay
Debt services:
Principal
Interest
Total expenditures

Other financing sources:
Operating transfer in

Total other financing sources:

Net change in fund balance

Fund balances, beginning of year

Fund balances, end of year

City of South Bay, Florida

Major Fund Nonmajor Total
General Capital Governmental
Fund Projects Funds
$ 1,133,880 $ - $ 1,133,880
99,874 - 99,874
1,112,696 329,765 1,442,461
55,572 - 55,572
3,338 - 3,338
29,526 - 29,526
3,658 806 4,464
74,222 - 74,222
2,512,766 330,571 2,843,337
1,298,055 23,425 1,321,480
231,017 - 231,017
467,347 54,241 521,588
184,244 - 184,244
47,095 - 47,095
26,416 - 26,416
4,008 - 4,008
2,258,182 77,666 2,335,848
157,602 - 157,602
157,602 - 157,602
412,186 252,905 665,091
1,371,900 985,077 2,356,977
$ 1,784,086 $ 1,237,982 $ 3,022,068

See accompanying notes to financial statements.
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City of South Bay, Florida
Reconciliation of the Statement of Revenues,

Expenditures and Changes in Fund Balances of Governmental Funds

to the Statement of Activities
Governmental Funds

For the Fiscal Year Ended September 30, 2021

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

Net change in fund balance — total governmental funds

Governmental fund report capital outlay as expenditures. However, in the
statement of the activities the cost of those assets is depreciated over their
estimated useful lives:

Expenditures for capital assets

Sales of capital asset
Current year depreciation

The repayment of principal reduces long-term liabilities and is not reported in
the statement of the activities, but the repayment is reported as expenditures
in the governmental funds.

Some expenses reported in the government wide statement of activities do
not require the use of current financial resources and, therefore, are not
reported as expenditures in governmental fund:

Compensated absences

Pension expense

Change in net position of governmental activities

See accompanying notes to financial statements.

$ 665,091

47,095
(1,300)
(618,226)

26,416
(40,486)
32,232

$ 110,822
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Assets

Current assets:
Cash and cash equivalents
Accounts receivable, net
Due from other funds
Restricted assets
Cash and cash equivalents

Total current assets

Non-current assets:
Restricted assets
Investments

Capital assets
Property, net
Other assets

Total non-current assets

Total assets

City of South Bay, Florida
Statement of Net Position

Proprietary Funds
September 30, 2021
Total
Business-Type
Major Fund Activities
Water and Enterprise
Sewer Sanitation Funds
$ 654,101 $ 2,256,691 $ 2,910,792
18,532 90,861 109,393
678,085 - 678,085
23,119 - 23,119
1,373,837 2,347,552 3,721,389
874,873 - 874,873
247,459 - 247,459
31,887 - 31,887
1,154,219 - 1,154,219
$ 2,528,056 $ 2,347,552 $ 4,875,608

See accompanying notes to financial statements.
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City of South Bay, Florida
Statement of Net Position

Proprietary Funds
September 30, 2021
Total
Business-Type
Major Fund Activities
Water and Enterprise
Sewer Sanitation Funds
Liabilities and net assets
Liabilities:
Current liabilities
Accounts payable $ - $ 7267 % 7,267
Total current liabilities - 7,267 7,267
Current liabilities payable from restricted assets:
Interest payable 22,879 - 22,879
Current portion of bond payable 33,000 - 33,000
Total current liabilities payable
from current restricted assets 55,879 - 55,879
Non-current liabilities:
Long-term portion of bond payable 874,000 - 874,000
Total non-current liabilities 874,000 - 874,000
Total liabilities 929,879 7,267 937,146
Net position:
Invested in capital assets 247,459 - 247,459
Unrestricted 1,350,718 2,340,285 3,691,003
Total net position $ 1,598,177 $ 2,340,285  $ 3,938,462

See accompanying notes to financial statements. 19



City of South Bay, Florida
Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds
For the Fiscal Year Ended September 30, 2021

Total
Business-Type
Major Fund Activities
Water Enterprise
and Sewer Sanitation Funds
Operating revenues:
Charges for services $ - $ 686,010 $ 686,010
Municipal fee 158,309 - 158,309
Total operating revenues 158,309 686,010 844,319
Operating expenses:
Contractual services - 504,248 504,248
Other services and charges 3,570 7,403 10,973
Total operating expenses 3,570 511,651 515,221
Operating income 154,739 174,359 329,098
Non-operating revenues:
Interest revenue 218 2,773 2,991
Total non-operating revenues 218 2,773 2,991
Income before transfers out 154,957 177,132 332,089
Transfers out (50,102) (107,500) (157,602)
Change in net position 104,855 69,632 174,487
Net position, beginning of year 1,493,322 2,270,653 3,763,975
Net position, end of year $ 1,598,177 $ 2,340,285 $ 3,938,462

See accompanying notes to financial statements.
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City of South Bay, Florida
Statement of Cash Flows
Proprietary Funds

For the Fiscal Year Ended September 30, 2021

Total
Business-Type
Major Fund Activities
Water Enterprise
and Sewer Sanitation Funds
Cash flows from operating activities:
Receipts from customers and users $ 161,614 $ 687,298 $ 848,912
Payments to suppliers (1,000) (513,768) (514,768)
Net cash provided by operating activities 160,614 173,530 334,144
Cash flows from capital and related financing
activities:
Principal paid (36,500) - (36,500)
Net cash (used in) capital and related financing
activities (36,500) - (36,500)
Cash flows from non-capital and related financing
activities:
Transfers out to other funds (50,102) (107,500) (157,602)
Net cash (used in) non-capital and related financing
activities (50,102) (107,500) (157,602)
Cash flows from investing activities:
Interest received 218 2,773 2,991
Decrease in investment 31,501 - 31,501
Net cash provided by investing activities 31,719 2,773 34,492
Net increase in cash 105,731 68,803 174,534
Cash and cash equivalents at beginning of year 548,370 2,187,888 2,736,258
Cash and cash equivalents at end of year $ 654,101 $ 2,256,691 $ 2,910,792
Reconciliation of operating income to
net cash provided by operating activities:
Operating income $ 154,739 $ 174,359  $ 329,098
Adjustment to reconcile operating income to
net cash provided by operating activities:
Depreciation 2,570 - 2,570
Changes in assets and liabilities:

Decrease in accounts receivable 3,305 1,288 4,593
Decrease in accounts payable - (2,117) (2,117)
Total adjustments 5,875 (829) 5,046
Net cash provided by operating activities $ 160,614 $ 173,530  $ 334,144

See accompanying notes to financial statements.
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City of South Bay, Florida
Notes to Financial Statements

September 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of South Bay, Florida (the "City") is a municipality within the legal and geographic
boundaries of Palm Beach County, Florida, incorporated in October 1963 pursuant to Chapter
166, Florida Statutes. It is an instrumentality of the State of Florida established to carry on a
centralized municipal government. The City Commission ("Commission") is responsible for the
legislative and fiscal control of the City. A City Manager and Treasurer are appointed by the
Commission and are responsible for the administrative and fiscal control of the City’s resources
maintained in the funds and account groups described below.

The basic financial statements of the City have been prepared in accordance with Generally
Accepted Accounting Principles (“GAAP”) as applied to governmental units. The Governmental
Accounting Standard Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The most significant of the City’s
accounting policies are described below:

(a) Reporting Entity

The financial statements were prepared in accordance with the Governmental Accounting
Standards Board that establish standards for defining and reporting on the financial
reporting entity. The financial reporting entity is defined based upon the concept that
elected officials are accountable to their constituents for their actions. One of the
objectives of financial reporting is to provide users of financial statements with a basis
for assessing the accountability of the elected officials. The financial reporting entity
consists of the City, organizations for which the City is financially accountable and other
organizations for which the nature and significance of their relationship with the City are
such that exclusion would cause the reporting entity’s financial statements to be
misleading or incomplete. The City is financially accountable for a component unit if the
City appoints a voting majority of the organization’s governing board, and if the City is
able to impose its will on that organization or there is a potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the City.
Based upon the application of these criteria, management has determined that there are no
other organizations that met the criteria described above.

(b) The Government-Wide and Fund Financial Statements

The government-wide financial statements (the statement of net assets and the statement
of activities) report information on all of the non-fiduciary 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.
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City of South Bay, Florida
Notes to Financial Statements - Continued

September 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

(©)

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include
the following: 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 as general revenues instead.

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported
as separate columns in the fund financial statements. In fiscal year ended September 30,
2021, there are no remaining governmental funds to be aggregated and reported as non-
major funds.

Since the governmental fund financial statements are presented on a different
measurement focus and basis of accounting than the government-wide financial
statements, a reconciliation is presented on the page following each statement, which
briefly explains the adjustments necessary to reconcile the fund-based financial
statements to the governmental activities column of the government-wide presentation.
The City applies eligible expenses against available restricted resources before the use of
unrestricted resources.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements and the proprietary fund financial statements
are reported using the economic resources measurement focus and the accrual basis of
accounting. Regardless of the timing of related cash flow revenues are recorded when
earned and expenses are recorded when a liability is incurred.

Grants and similar items are recognized as revenues as soon as all eligible 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. Ad valorem taxes and charges
for services are susceptible to accrual when collected in the current year or within 60
days subsequent to year end, provided that amounts received pertain to billings through
the fiscal year ended. Intergovernmental revenue and utility service taxes are recorded in
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City of South Bay, Florida
Notes to Financial Statements - Continued

September 30, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

accordance with their legal or contractual requirements, if collected in the current period
or within 30 days after year end. Interest is recorded when earned. Licenses, permits,
fines, forfeitures, and miscellaneous revenue are recorded as revenue when received in
cash because they are generally not measurable until actually received. Occupational
license revenue collected in advance of periods to which they relate is recorded as
deferred revenue.

Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable, except that principal and interest on long-term obligations are
reported only when due in conformity with GAAP.

Private sector standards of accounting and financial reporting issued prior to December 1,
1989 generally are followed in both governmental-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of
the Governmental Accounting Standards Board. Governments also have the option of
following subsequent private sector guidance for their business-type activities and
enterprise funds, subject to this same li