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CITY OF MIAMI SPRINGS

City Manager’s Office

201 Westward Drive

Miami Springs, FL 33166-5289
Phone: (305) 805-5010

Fax:  (305) 805-5040

February 25, 2019

To the Citizens of the City of Miami Springs:

It is our pleasure to submit the Comprehensive Annual Financial Report (CAFR) for the City of Miami Springs,
Florida, for the fiscal year ending September 30, 2018, as required and mandated by Section 218.39 of the Florida
Statutes, Chapter 10.550 of the Rules of the Auditor General of the State of Florida, and the City Charter. The
financial statements included in this report conform to generally accepted accounting principles in the United
States of America (“GAAP”) as prescribed by the Governmental Accounting Standards Board (“GASB”). The
responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation,
including all disclosures, rests with the City. The financial statements have been audited by Caballero Fierman
Llerena & Garcia, LLP, Certified Public Accountants. The independent auditor has issued an unmodified opinion
that this report fairly represents the financial position of the City in conformity with GAAP.

PROFILE OF THE GOVERNMENT

The City of Miami Springs is a political subdivision of the State of Florida located in Miami-Dade County (the
“County”) which was incorporated in 1926. The City operates under a City Manager form of government in which
the City elects five council members, one of whom is the Mayor, every two years. The City Council determines the
policies that guide the City’s operations and hires a City Manager to implement and administer these policies on a
full-time basis.

The City of Miami Springs provides a wide range of municipal services including public safety, parks and

recreation programs/facilities, solid waste collection, stormwater management, senior citizen services and facility,
building, zoning, planning, code enforcement, and golf course management.

ECONOMIC CONDITION AND OUTLOOK

The City of Miami Springs is located in Southeast Florida, Miami-Dade County, immediately north and bordering
the Miami International Airport. The City, primarily residential in nature, comprises approximately 3 square miles
with approximately 14,000& full-time residents. The southern-most area of the City, located along the 36" Street
business corridor, is primarily commercial in nature with hotels, restaurants and office complexes. These facilities
primarily service the airport and support industries related to the facility and its employees.

The City of Miami Springs has been successful in providing a high quality of life for its residents, by enhancing the
level of services being offered. In addition to the increased efforts to enhance services, the City has also provided
increased benefits to its employees, since it would not be possible to continue to provide these valuable services
without the retention of its valuable employees.

The Administration recognizes the importance of increasing its commercial tax base, for FY2018 the commercial
portion of the total assessed values was 34% compared to 24% back in FY2009. The City continues to attract new
hotel and other commercial developments in order to continue increasing its commercial tax base thereby
improving the City’s future economic health as well as reducing the tax burden on the residents. To this end, the
City is continuing to pursue the viability of annexing areas west of the City, aggressively pursuing the re-
development of the NW 36" Street corridor, and considering various improvements to the rest of our commercial
areas.



ECONOMIC CONDITION AND OUTLOOK (CONTINUED)

During the past few years assessed property values have been steadily increasing. For FY2018 assessed
property values increased to $1,198,702,267 or an increase of approximately $83 million or 7.5% from the
$1,115,307,126 in final taxable value for the prior fiscal year. It is anticipated that property values will continue to
increase due to the desirability of the small-town aspect of the city as well as its close proximity to the Miami
International Airport and to Greater Downtown Miami.

In FY2017, the City signed a new three-year agreement with its police union.

The Council and Administration’s efforts in prior years to increase the City’s reserves provided the City with an
adequate reserve fund that has been used to fund various infrastructure projects that our aging city required, as
well as equipment replacement city-wide. The City continues to concentrate efforts on reducing expenditures
and/or increasing efficiencies in order to meet the challenges described above. The City has outsourced some
operations during the past few years that resulted in cost reductions and increased efficiency.

LONG TERM FINANCIAL PLAN

In fiscal year 2010, the City Council adopted a minimum fund balance policy for the General Fund. The policy
requires the unassigned fund balance at fiscal year-end to be equal to 25% of the operating expenditures and
transfers out budgeted for the General Fund in the subsequent year. The total unassigned fund balance at the end
of FY2018 is $3,791,827 or approximately $306,413 less than our required minimum of $4,098,243 in order to
meet the 25% requirement. In accordance with the adopted policy of funding any deficit within the next two fiscal
years, Council agreed to fully fund this deficit with a $212,736 in FY2019 and an additional $93,677 in FY19-20, at
which time the fund balance will exceed the $4.1 million and in compliance with the 25% requirement.

The City is pursuing grant and other funding opportunities to provide needed infrastructure improvements to the

City, including funding for canal bank restoration, a new elderly services building, sidewalk and road projects, and
other city infrastructure needs.

FINANCIAL INFORMATION

Accounting Control

Management is responsible for establishing and maintaining an internal control structure designed to ensure that
the assets of the City are protected from loss, theft or misuse, and to ensure that adequate accounting data is
compiled to allow for the preparation of financial statements in conformity with generally accepted accounting
principles in the United States of America. The internal control structure is designed to provide reasonable, but
not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that

(1) the cost of a control should not exceed the benefits likely to be derived and (2) the valuation of costs and
benefits requires estimates and judgments by management. As a recipient of federal, state and local financial
assistance, the government is also responsible for ensuring that an adequate internal control structure is in place
to ensure and document compliance with applicable laws and regulations related to these programs. This internal
control structure is subject to periodic evaluation by management. In addition, the City maintains extensive
budgetary controls. The objective of these controls is to ensure compliance with policy and implementation
provisions embodied in the annual appropriated budget approved by the City Council. The level of budgetary
control (i.e. the level at which expenditures cannot legally exceed the appropriated amount) is the departmental
level within each fund. The City also maintains an encumbrance accounting system. The City’s accounting
system is organized on a fund basis. A fund is defined as an independent fiscal and accounting entity with a self-
balancing set of accounts. The types of funds used are generally determined by the City Council, upon the
recommendations of the City Manager and the Finance Director, which are based upon established and accepted
accounting policies and procedures as well as the number of funds required.



FINANCIAL INFORMATION (CONTINUED)

Budgetary Controls

The annual budget serves as the foundation for the City of Miami Springs’ financial planning and control. All
departments of the City are required to submit proposed budgets to the City Manager, who then makes any
necessary revisions. The City Manager presents the proposed departmental budgets to the City Council for their
review along with a budget estimate of the expenditures and revenues of all the City’s departments and divisions.
Two public hearings are then conducted to inform taxpayers of the proposed budget, to receive their comments,
and respond to their budget questions. A majority affirmative vote of the City Council is needed to adopt the
budget, which is legally enacted prior to October 15t by the adoption of a Resolution. The City Manager and
Finance Director may recommend amendments to the budget; however, the City Council must approve all budget
adjustments as well as any supplemental appropriations. At the close of each fiscal year, the unencumbered
balance of each appropriation reverts to the fund from which it was appropriated and is subject to future
appropriations. Budgetary control is maintained at the fund level, except for the General Fund, which is
maintained at the departmental level. Budget-to-actual comparisons are provided in this report for each major
individual governmental fund for which an appropriated annual budget has been adopted. All non-major
governmental funds, with appropriated annual budgets, are presented in the combining and individual fund section
of this report, which starts on page 74.

As shown by the statements and schedules included in the financial section of this report, the City continues to
meet its responsibility for sound financial management.

Cash Management

The City of Miami Springs is charged with the security of the City’s funds and assets with the goal of maximizing
return on surplus or idle cash. Cash management policies are clearly identified in the adopted budget documents
along with regulations defined by the laws of the State of Florida. The City’s primary investment instrument for
Fiscal Year 2017-18 was money market instruments. The principal focus of cash management is to first ensure
the safety of the City’s cash, liquidity and then maximizing the return on the City’s investments. No investment is
made for any commitment period exceeding one year. During Fiscal Year 2018, the City earned $23,512 in
investment income, as compared to $24,068 earned in Fiscal Year 2017.

Debt Administration

The City has no General Obligation debt outstanding, the following is a brief description of the various debt
instruments outstanding as of September 30, 2018.

On February 27, 2015, the City issued the Capital Improvement Refunding Revenue Note Series 2015 in an
amount of $7,554,000 with SunTrust Bank. The proceeds were used as follows: $1,986,733 was used to refund
the $2,435,812 Capital Improvement Refunding Revenue Note Series 2010 with SunTrust Bank, and $5,567,267
was used to fund the construction of a new aquatic facility. The refunding note has a fixed interest rate of 3.07%
and matures on February 1, 2030. The refunding note is payable solely from and secured by the City’s Public
Service Tax Revenues and Franchise Fee Revenues. The City achieved a cash flow difference and an economic
gain of approximately $67,719 as a result of the refunding. The balance at September 30, 2018 was $6,109,000.

On April 28, 2017, the City issued the Capital Improvement Revenue Note Series 2017 in an amount of $448,500
with Branch Banking and Trust (BB&T). The proceeds were used to fund the Westward Bike Path project. The
note has a fixed interest rate of 2.13% and matures on April 1, 2014. The note is payable solely from and secured
by the City’s Transportation Surtax revenues. The balance at September 30, 2018 was $368,411.

On February 2, 2018, the city executed a revolving credit line with IberiaBank in the amount of $2 million. The
interest rate is the Wall Street Journal Prime Rate and interest is due monthly. The maturity date for this line is
February 1, 2019, when principal is due and payable. Line is pledged with Half Cent Sales Tax, State Revenue
Sharing and Local Communications Tax revenues. The balance at September 30, 2018 was $1,000,050.



FINANCIAL INFORMATION (CONTINUED)

Debt Administration (Continued)

On March 9, 2018, the city executed a $62,561 capital lease with City National Bank. The lease has an interest
rate of 3.1%, matures on March 9, 2022, and is collateralized by the equipment purchased under the lease. The
funds were used to acquire a new recreation bus. Under the terms of the lease, the City is required to make 8
semi-annual payments of principal and interest in the amount of $8,375.36 commencing on September 9, 2018
and ending with a final payment of $8,375.36 on March 9, 2022. The balance as of September 30, 2018 was
$55,155.

On April 30, 2014, the City executed a $1,606,244 capital lease with Green Campus Partners, LLC. The lease has
an interest rate of 3.6134%, matures on February 1, 2030, and is collateralized by the equipment purchased
under the lease. The funds were used to fund the purchase of equipment which was part of the Guaranteed
Energy, Water, and Wastewater Performance Savings Contract executed by the City with BGA, Inc. Under the
terms of the Lease, the City is required to make one hundred and eighty (180) monthly payments of principal and
interest in varying amounts beginning with $9,749 on March 1, 2015 and ending with the final payment of $14,843
on February 1, 2030. Payments are not required from execution date (April 30, 2014) up to first payment date
(March 1, 2015), during this period interest will be capitalized. The balance as of September 30, 2018 was
$1,413,509.

On November 13, 2015, the City executed a $362,500 capital lease with SunTrust Equipment Finance & Leasing
Corp. The lease has an interest rate of 2.3%, matures on November 13, 2020, and is collateralized by the
equipment purchased under the lease. The funds were used to purchase sanitation trucks and maintenance
equipment for the golf course and recreation departments. Under the terms of the Lease, the City is required to
make twenty (20) quarterly payments of principal and interest in the amount of $19,239.17 commencing on
February 13, 2016 and ending with the final payment of $19,239.17 on November 13, 2020. The balance as of
September 30, 2018 was $168,278.

On December 13, 2016, the City executed a $173,120 capital lease with SunTrust Equipment Finance & Leasing
Corp. The lease has an interest rate of 2.44%, matures on December 14, 2021, and is collateralized by the
equipment purchased under the lease. The funds were used to purchase two trash dump trucks for the sanitation
operation. Under the terms of the Lease, the City is required to make twenty (20) quarterly payments of principal
and interest in the amount of $9,221.09 commencing on March 14, 2017 and ending with the final payment of
$9,221.09 on December 14, 2021. The balance as of September 30, 2018 was $114,908.

Risk Management

The City purchases general liability, automobile, property, casualty insurance and workers’ compensation
coverages through the Florida League of Cities. The City is continually reviewing risk exposures and determining
the most cost-effective method of mitigating those exposures.

MAJOR INITIATIVES

The 2018-2019 budget is providing funding for the scheduled replacement of certain police vehicles and other
equipment and computer software, golf maintenance equipment, the construction of a new elderly services facility,
and needed sidewalk and infrastructure repairs city-wide.

It is expected that during FY2019, the City will commence the construction of a new Elderly Services/Multi-
purpose building to service our Seniors.

The City is maintaining financial stability with fiscal management controls by constantly reviewing and monitoring
staff levels, and by comparing budget appropriations to actual expenditures and estimated revenues to actual
revenues. The City maintains a level of revenue sufficient to meet operating expenditures. Each year the City also
monitors all user fees to ensure that costs are being matched while at the same time remaining competitive in the
marketplace.












MIAMI SPRINGS CITY OFFICIALS

CITY COUNCIL
Mayor: Billy Bain
Councilwoman: Maria Puente Mitchell
Councilman: Jaime Petralanda
Councilman: Bob Best

Councilwoman: Mara Zapata

CITY MANAGER/FINANCE DIRECTOR
William Alonso CPA, CGFO

CITY ATTORNEY

Weiss, Serotta, Helfman

CITY CLERK

Erika Gonzalez Santamaria

ASSISTANT CITY MANAGER

Tammy Romero

EXTERNAL AUDITORS

Caballero Fierman Llerena & Garcia, LLP

viii



FINANCIAL SECTION



INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members of the City Council
City of Miami Springs, 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 Miami Springs (the "City”) as of and for the fiscal year ended
September 30, 2018, 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

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 and fair presentation of financial statements that are free from material misstatement,
whether due to fraud 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 auditors’ 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 City’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 City’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, as of September 30, 2018, and the respective changes in financial position, and, where applicable, cash flows thereof
for the fiscal year then ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in Note 1.M. to the basic financial statements, the City implemented Governmental Accounting Standards Board
(GASB) Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, as of
October 1, 2017. As further discussed in Note 1.M., the opening net position has been restated due to the implementation of
this new standard. Our opinion is not modified with respect to this matter.

4649 Ponce de Leon Blvd I Suite 404 | Coral Gables, FL 33146
T:305.662.7272 F: 305.662.4266 | CFLGCPA.COM



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis
on pages 3-18, budgetary comparison information on pages 64-68, the pension schedules on pages 69-72, and the OPEB
schedule on page 73 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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s
basic financial statements. The combining and individual nonmajor fund financial statements and the schedule of expenditures
of federal awards as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, Uniform Guidance and the introductory and statistical sections 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 the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are 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 25, 2019, 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 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.

Caballero Fierman Llorena & Garei, LLP

Caballero Fierman Llerena & Garcia, LLP
Coral Gables, Florida
February 25, 2019

4649 Ponce de Leon Blvd I Suite 404 | Coral Gables, FL 33146
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MANAGEMENT’S DISCUSSION AND ANALYSIS
(MD&A)



City oF Miami SprINGS, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018

As the management of the City of Miami Springs, we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year which ended on
September 30, 2018. Readers are encouraged to consider the information presented here in
conjunction with additional information that is furnished in the letter of transmittal, which can be found on
pages i to v of this report.

This discussion and analysis is designed to (a) assist the reader in focusing on significant financial
issues; (b) provide an overview of the City’s financial activity; (c) identify changes in the City’s financial
position (its ability to address the next and subsequent year challenges); (d) identify any material
deviations from the financial plan (the approved budget); and (e) identify individual fund issues or
concerns. The information contained within this section should be considered only a part of a greater
whole.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of the City of Miami Springs Governmental Activities
exceeded its liabilities and deferred inflows at the close of the most recent fiscal year by $21.7
million (net position). Unrestricted net position was a deficit of $3.1 million compared to a deficit
of $1.6 million net position at the end of FY2017. The increased deficit in unrestricted net
position was due to an increase in deferred inflows in pension as well as OPEB expenses due
to the implementation of GASB 75 during FY2018.

e The City’s total net position increased by $998,636 from $24,242,301 in FY2017 to $23,581,054
in FY2018. The increase is attributable to the overall decrease of $174,044 from the City’s
business-type activities, coupled with an increase of $1,172,680 in net position of the
governmental activities.

e During the year, the City had expenditures that were $773,066 lower than the $22.6 million
generated in tax and other revenues for governmental funds.

e The business type activities for the City recognized an operating loss before non-operating
revenues, expenses, and transfers of $166,396.

e Total cost of all of the City’s programs increased by approximately $4,497,017 or 22.5%. The
increase was due to the cleanup and damage costs incurred after Hurricane Irma.

e The General Fund’s fund balance increased by $371,781 for the fiscal year ended September
30, 2018; this increase was a result of budgeted surplus by Council to replenish fund balance in
order to meet the required 25% of budgeted expenditures required by City policy.

e At the end of the current fiscal year, the unassigned fund balance for the General Fund was
approximately $3.8 million, or approximately 23% of total General Fund expenditures. The
committed fund balance was $70,000 which represents future costs related to the golf course
cart barn and the historic museum renovation.

e The City’s total debt increased by approximately $151,220 or 1.7% (net of principal payments
on existing debt). This increase was due primarily to the City executing a credit line with Iberia
Bank to fund temporary cash flow needs related to Hurricane Irma costs pending FEMA
reimbursement.



City oF Miami SpPrINGS, Fiorida

MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts—management’s discussion and analysis (this section), the
basic financial statements, required supplementary information and an additional section that presents
combining statements for nonmajor governmental funds. The basic financial statements include two
kinds of statements that present different views of the City:

e The first two statements are government-wide financial statements that provide both long-term
and short-term information about the City’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the City
government, reporting the City’s operations in more detail than the government-wide
statements.

e The governmental funds statements show how general government services such as public
safety were financed in the short term as well as what remains for future spending.

o Proprietary funds statements offer short-term and long-term financial information about the
activities the government operates like businesses, such as the stormwater utility and solid
waste system.

The financial statements also include notes that

explain some of the information in the financial Figure A-1

statements and provide more detailed data. The Required Components of
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City oF Miami SprINGS, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the City of Miami Springs is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods
(e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The government activities of the City of Miami Springs include public works,
parks and recreation, police, and general administration services. The business-type activities of City
include the solid waste system and stormwater utility.

The government-wide financial statements can be found on pages 19-20 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City of Miami Springs, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Miami Springs can be divided into two
categories: governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the City’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City of Miami Springs maintains several individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the General Fund, the Building Fund and the
Hurricane Fund, which are considered to be major funds. Data from the other governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of the nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

Budgetary comparison statements have been provided for the General Fund and all other major special
revenue funds to demonstrate compliance with the budget. The basic governmental fund financial
statements can be found on pages 21-24 of this report.
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Proprietary funds. The City maintains one type of proprietary fund. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for its sanitation and stormwater utility
operations.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary funds financial statements provide separate information for the solid
waste and stormwater utility operations, all of which are considered to be major funds of the City. The
basic proprietary fund financial statements can be found on pages 25-27 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 28-63 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s progress in funding its
obligation to provide pension benefits to its employees.

Required supplementary information can be found on pages 64-73 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds is
presented immediately following the required supplementary information. Combining and individual fund
statements and schedules can be found beginning on page 74 of this report.

Government-Wide Financial Analysis

Summary of Net position. As noted earlier, net position may serve over time as a useful indicator of a
government’s financial position. There are six basic transactions that will affect the comparability of the
Statement of Net Position summary presentation as reflected below:

1) Net results of activities will impact (increase/decrease) current assets and unrestricted net
position.

2) Borrowing for capital will increase current assets and long-term debt.

3) Spending borrowed proceeds on new capital will reduce current assets and increase capital
assets. There is a second impact, an increase in investment in capital assets and an increase
in related net debt which will not change the net investment in capital assets.

4) Spending of non-borrowed current assets on new capital will reduce current assets and
increase capital assets and will reduce unrestricted net position and increase net investment in
capital assets.

5) Principal payment on debt will reduce current assets and reduce long-term debt and reduce
unrestricted net position and increase net investment in capital assets in capital assets.

6) Reduction of capital assets through depreciation will reduce capital assets, and net
investment in capital assets.

The City’s combined net position decreased by 3.3% between fiscal years 2017 and 2018 (see Table 1).



City oF Miami SprINGS, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018
OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Governmental Activities

The Net Position for the City’s governmental activities increased by $1.2 million or 5.7% to $21.7 million
which is attributable to current year operations. The largest portion of the City’s governmental net
position, $23.2 million is restricted as to the purpose they can be used for and are classified as net
investment in capital assets (land, buildings, streets, sidewalks, and equipment). The City uses these
capital assets to provide services to citizens, consequently, these assets are not available for future
spending. Although the City’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s governmental net position ($1.6 million) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
position is a deficit of $3.1 million.

Table 1
City of Miami Springs’ Net Position
(in millions of dollars)

Business- Total
Governmental type Percentage
Activities Activities Total Change
2017 2018 2017 2018 2017 2018 2017-2018
Current and other assets $58 $6.2 $(.7) $(.6) $5.1 $56 9.8%
Capital assets 30.7 31.2 3.7 3.3 34.4 34.5 0.3%
Total assets 36.5 374 3.0 27 39.5 401 1.5%
Deferred outflows 1.1 1.8 A A 1.2 1.9 58.3%
Long-term debt 11.8 111 0.5 0.6 12.3 11.7 (4.9)%
Other liabilities 3.0 4.2 0.3 0.2 3.3 4.4 33.3%
Total liabilities 14.8 15.3 0.8 0.8 15.6 16.1 3.2%
Deferred inflows 0.9 2.2 A A 1.0 2.3 130%
Net position
Net Investment in 22.1 23.2 3.2 3.1 25.3 26.3 3.9%
capital assets
Restricted 0.7 1.6 - - 0.7 1.6 129%
Unrestricted (2.3) (3.1) (0.9) (1.2) (3.2) (4.3) (34.4)%
Total net position $205 $21.7 $2.3 $1.9 $22.8 $23.6 3.5%

At the end of the current fiscal year, the City of Miami Springs was able to report positive balances in
two of the three categories of net position, both for the government as a whole, as well as for its
separate governmental and business-type activities. The deficit balance reported for unrestricted net
position is due to the implementation of GASB 68 in 2015 and GASB 75 in FY2018, as discussed
earlier.

Summary of Changes in net position. The following information is presented to assist the reader in
understanding the different types of normal impacts that can affect revenues:

1) Economic condition can reflect a declining, stable or growing environment and has a
substantial impact on property, non-ad valorem assessments, sales, gas, or other tax revenues
as well as consumer spending habits for building permits, user fees and consumption.

2) The City Council has significant authority to set increases or decreases in City’'s rates
(stormwater, sanitation, permitting, user fees, etc.).

3) Changing patterns in intergovernmental and grant revenues (both recurring and non-
recurring) can significantly change and impact the annual comparisons.
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Governmental Activities (Continued)

4)

millions 101

Market impacts on investment income may cause investment revenues to fluctuate from the
prior year.

Figure A-2
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Some other basic impacts on expenses are reflected below:

1)

2)

3)

4)

Introduction of new programs can have a substantial impact on property, non-ad valorem
assessments, sales, gas, or other tax revenues as well as consumer spending habits for building
permits, user fees and consumption.

Changes in service demand levels can cause the City to increase or decrease

authorized staffing. Staffing costs (salary and related benefits) represent approximately 65% of the
City’s General Fund operating costs.

Salary increases such as cost of living, performance increases and market adjustments can
impact personal service costs.

While inflation appears to be declining now, the City is a major consumer of certain commodities
such as chemicals, supplies, fuels and parts. Some functional expenses did experience unusually
high commodity specific increases this past year.

The City’s total governmental net position increased by $1.2 million to approximately $21.7 million for
the current fiscal-year. This indicates that ongoing expenses were less than ongoing revenues.

The City’s total revenues increased by 18.6% to $25.5 million (see Table 2). This increase was due
primarily to increases in property taxes and operating grants related to FEMA reimbursements for
Hurricane Irma costs.
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Governmental Activities (Continued)

Approximately 36% of the City’s revenues come from property taxes, and 48.3 cents of every dollar
raised comes from some type of tax (see Figure A-3). Another 23.2% comes from fees charged for
services, and 25.4% comes from federal, state and local aid. Total costs of all programs and services

increased by approximately $4.5 million, or 22.5% (see Table 2).

The City’s expenses cover a range of services; with about 40% related to public safety and business-

type activities (see Figure A-4).

FIGURE A-3
REVENUES BY SOURCE-GOVERNMENTAL ACTIVITIES
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FIGURE A-4
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Governmental Activities (Continued)

Revenues for the City’s governmental activities increased 20% (from $19.0 million to $22.8 million),
while the expenses increased 26% ($17.2 million to $21.6 million). The increase in net position for
governmental activities was $1,172,680 in 2018. This compares to an increase of $1,795,631 in 2017.
Key elements of the 2018 revenue increases are as follows:

> Operating grants and contributions increased by $2 million due to FEMA
reimbursements for Hurricane Irma costs.

> Property taxes increased by $600,000 due to increased assessed values.

> Charges for services increased by $600,000 due to permit fees collected during the
year for two new hotel projects.

The functional activities that had expense increases compared to last fiscal year were:

» Public Works increased by approximately $4.5 million or 174% over 2017 due to the
costs incurred for cleanup and damage during Hurricane Irma.

Table 2
Changes in City of Miami Springs’ Net Position
(in millions of dollars)

Governmental Business-type Total Percentage
Activities Activities Total Change
2017 2018 2017 2018 2017 2018 2017-2018
Revenues
Program revenues
Charges for services $4.8 $5.4 $2.5 $2.7 $7.3  $8.41 11%
Operating grants and
contributions 2 23 - - 223 1050%
Capital grants and
contributions 6 8 - - 6 8 33.3%
General revenues
Property taxes 7.5 8.1 -- -- 7.5 8.1 8%
Franchise taxes 9 1.0 - -- 9 1.0 11.1%
Utility taxes 1.8 1.9 - - 1.8 1.9 5.6%
Investment & other income .6 7 -- - .6 7 16.7%
Intergovernmental 2.6 2.6 -- - 2.6 2.6 -
Total revenues 19.0 22.8 2.5 2.7 215 25.5 18.6%
Expenses
General government 2.5 27 -- - 25 27 8%
Public safety 6.8 6.8 -- -- 6.8 6.8 -%
Public works 2.7 7.2 2.8 2.9 5.5 10.1 83.6%
Parks and recreation 4.7 4.6 -- -- 4.7 4.6 (2.1)%
Economic & community 9 } _ _ 9 }
development ' ' ’ ’ (100)%
Interest on long-debt 3 .3 -- -- .3 3 -%
Total expenses 17.2 21.6 2.8 2.9 20.0 24.5 22.5%
Increase (decrease)
in net position 1.8 1.2 (0.3) (0.2) 1.5 1.0 (33.3)%
Net position,
September 30, as restated $20.5 $21.7 $2.1 $1.9 $22.6 $23.6 4.4%

Note: Totals may not add due to rounding.

In FY 2018, the City’s millage rate was 7.3575, a decrease from the rate of 7.5000 in FY 2017. The
City’s total General Fund revenue sources were $616,564 higher than the final budgeted revenues of
$16.5 million. The total expenditures were less than budgeted by $222,974 due to staff vacancies and
unused departmental expenditures.
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Governmental Activities (Continued)

Table 3 presents the cost of each of the City’s five largest services—public safety, general government,
recreation and social services, public works, and community development—as well as each service’s
net cost (total cost less fees generated by the activities and intergovernmental aid). The net cost shows
the financial burden that was placed on the City’s taxpayers by each of these services.

e The total cost of all governmental activities this year was $21.6 million. Some of that cost was
financed by:

> Those who directly benefited from the programs through charges for services ($5.3
million)

» Other governments and organizations that subsidized certain programs from operating
grants and contributions ($3.1 million).

e The City financed the remaining $13.2 million “public benefit” portion of governmental activities
with $11 million in taxes, and with other revenues such as interest and unrestricted state aid.

Table 3
Net Cost of the City’s Governmental Activities
(in millions of dollars)

Total Cost of Percentag Net Cost of Percentag
Services e Change Services e Change

2017 2018 2017-2018 2017 2018 2017-2018

Public safety 6.8 6.8 -0-% $6.0 $ (8.3)%
5.5

Recreation/social 4.7 4.6 (2.1)% 2.7 25 (7.4)%
services
General government 25 2.7 .8% 0.3 0.4 (137)%
Public works 27 7.2 167% 2.2 4.4 100%
Community 2 .01 (M% (.1) (.03) (70)%
development
Interest on long term 3 3 -0-% 3 3 -0-%
debt
Total $17.2 $21.6 25.6% $11.4 $13.1 14.9%

Business-type Activities

For FY 2018, there was a decrease of $231,649 in unrestricted net position and a decrease of $357,024
in total net position reported in connection with the City’s business-type activities.

Key elements of these changes are as follows:

» The operating loss for all business-type activities was $166,396.

» The sanitation operation posted an operating loss of $137,294. As was the case last
year, this operation was self-supporting and did not require a General Fund subsidy.

> The stormwater utility operation reflected an operating loss of $29,102 and required no
subsidy from the City’s General Fund

11
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Business-type Activities (Continued)

For FY2018, revenues of the City’s business-type activities were $2,740,048 or $212,572 (8%) higher
than the prior year total (see Table 2). This increase was due to a stormwater fee increase approved at
the beginning of the fiscal year.

FiIGURE A-5
Expenses & Program Revenues- Governmental Activities
For the Fiscal Year Ended September 30, 2018
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Operating expenses for the business-type activities increased by $144,590 or 5.2% from FY2017 mainly
due to increases in operating costs and OPEB and pension expenses.

As the City completed the year, its governmental funds reported combined fund balances of $4.7
million, or an increase of $200,000 compared to last year's combined fund balances of $4.5 million.
Included in this year’s total change, is an increase in the General Fund balance of approximately
$371,781. The primary reasons for the increase are the same as those that have already been
highlighted in the analysis of governmental activities. The Building Fund reported fund balance of $1.2
million or an increase of $677,742 due to increased building activity from new hotels in the City.
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The General Fund

The General Fund is the chief operating fund of the City. General tax revenues and other receipts that
are not allocated by law or by contractual agreement to another fund are accounted for in this fund.
General operating expenses, fixed charges and capital improvement costs not paid through other funds
are paid from this fund. At the end of the current fiscal year, the total fund balance of the General Fund
was $4.1 million, as compared with $3.7 million in the prior year. The breakdown of fund balance
classifications is as follows:

e Unassigned fund balance was $3.8 million compared to $3.3 million in FY2017; increase was
due to a Council directive to replenish fund balance to 25% of budgeted expenditure levels
within FY 2018 and FY2019.

e Committed fund balance was $70,000 compared to $198,831 in FY2017; increase is due to
funds appropriated during FY2018 for the golf course cart barn and the renovation of the historic
museum site.

¢ Non-spendable was $238,718 compared to $194,548 in FY2017; variance is due to the ending
encumbrance balance for the current year.

During FY 2018, the General Fund provided a subsidy of $217,681 to the Senior Center Fund
to cover the operating deficits of this operation for the fiscal year.

When compared to 2017, total revenues for the General Fund increased by $892,643 or 5.5%. Property
taxes increased by $620,877 due to an increase in assessed values for the year. Fines and forfeitures
increased by $423,443 due to increased red light camera fines due to all cameras being functional
during the year.

In fiscal year 2018, total General Fund expenditures increased by $621,693 or 4.3% compared to the
prior year. The bulk of the increase was a $278,424 or 15.4% increase in Public Works due to the costs
of Hurricane Irma and $276,362 or 4.3% in Public Safety due to increased operating costs in the Police
department. It should be noted that other departments reported slight increases in expenditures due to
higher than expected operating costs.

The amount of General Fund revenue by type, their percent of the total and the amount of change
compared to last fiscal year are shown on Table 4 below.

Over the course of the year, the City amended the General Fund budget four times. The budget
amendments fall into two categories:(1) Amendments are approved for rollovers related to prior year
encumbrances and (2) supplemental appropriations to provide appropriations for various other needs
which have arisen since the adoption of the budget.

Even with these adjustments, actual disbursements were $348,942 below final budgeted amounts. The

most significant contributor to this variance was lower than budgeted expenditures in general
government of $76,945 and $140,347 in Public safety both due to lower operating costs.
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General Fund Budgetary Highlights (Continued)

The fiscal year 2018 final amended budget was $15,425,052 or an increase of 2.8% over the original
General Fund budget of $14,994,831. Compared to the Consumer Price Index (or inflation index) from
the U.S. Bureau of Labor Statistics — All Urban Consumers South Urban area for the past year was
approximately 3.6%. The final Adopted Budget would provide an increase of $371,781 to our year end
fund balance. The original General Fund budget consisted of $14,994,831 in base expenditures and
$995,944 in operating transfers to the other funds.

Revenue Sources

Property taxes
Franchise fees

Utility taxes
Communications services tax
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment income
Rental revenues
Other revenues
Total revenues

Table 4
General Fund Revenues

Expenditures in the General Fund are shown in the table below:

Expenditures

General government services
Public safety

Public works

Recreation and social services
Total expenditures

Percent Percent Increase Percentage
2018 of 2017 of (Decrease) Increase
Amount Total Amount Total From 2017 (Decrease)
$8,123,558  47.5% $7,502,682  46.3% $620,876 8.3%
969,832 5.7% 945,352 5.8% 24,480 2.6%
1,262,658 7.4% 1,248,950 7.7% 13,708 1.1%
589,693 3.5% 545,266 3.4% 44,427 8.1%
135,307 0.8% 130,041 0.8% 5,266 4.0%
2,020,897 11.8% 1,983,904 12.2% 36,993 1.9%
2,603,079 15.2% 2,688,679 16.6% (85,600) -3.2%
1,233,494 7.2% 810,051 5.0% 423,443 52.3%
17,462 0.1% 18,837 0.1% (1,375) -7.3%
135,480 0.8% 215,827 1.3% (80,347) -37.2%
- 0.0% 109,228 0.7% (109,228) -100.0%
$17,091,460 100.0% $16,198,817 100.0% $892,643 5.5%
Table 5
General Fund Expenditures
Percent Percent Increase Percentage
2018 of 2017 of (Decrease) Increase
Amount Total Amount Total From 2017 (Decrease)
$2,220,121 14.6%  $2,185,087 15.0% $35,034 1.6%
6,720,181 44.2% 6,443,820 44.2% 276,361 4.3%
2,080,859 13.7% 1,802,435 12.4% 278,424 15.4%
4,180,917 27.5% 4,149,043 28.5% 31,874 0.8%
$15,202,078 100.0% $14,580,385 100.0%  $621,693 4.3%
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS (CONTINUED)
General Fund Budgetary Highlights (Continued)

Differences between the original budget and the final amended budget increased appropriations by
$556,178 and can be briefly summarized as follows:

¢ $270,617 in encumbrances carried over from FY2016-17.
¢ $285,561 in additional appropriations related to miscellaneous Citywide repair and maintenance
expenditures and other Citywide projects approved by council during the year.

These increases were to be budgeted from available fund balance, however, during the year,
expenditures were less than budgetary estimates, thus reducing the amount of unassigned fund
balance that needed to be used.

The increase between the estimated revenues and the actual revenues in the General Fund was
approximately $611,564 for FY 2018.

The difference between the appropriations and the actual expenditures in the General Fund was
approximately $222,974 for fiscal year 2018. These variances are explained below:

e Lower than budgeted expenditures in recreation of $58,119, general government of $74,945,
and in public safety of $140,347 due to personnel vacancies during the year as well as lower
operating costs.

Other Major Governmental Funds

Hurricane Fund- This fund is used to account for the expenditures related to to hurricane cleanup costs
and property damage. These costs are reimbursed to the City by the Federal Emergency Management
Administration (FEMA) and the State of Florida. The fund balance at year end was a deficit of $985,591.
This deficit will be eliminated in FY2019 once reimbursement is received form the agencies discussed
above.

Building Fund- This fund is used to account for all revenues and expenditures of the City’s Building
Department. During the year the fund reported revenues of $1,426,822 mainly from permit fees.
Expenditures for the year totaled $749,080. The fund balance at year end was $1,191,026.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets (See Table 6). The City of Miami Springs’ investment in capital assets for its
governmental and business type activities as of September 30, 2018 increased by $100,000 from the
prior year. This investment in capital assets includes land, buildings and system improvements,
machinery and equipment, streets and median improvements, park facilities, and stormwater
infrastructure.
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CAPITAL ASSET AND DEBT ADMINISTRATION (CONTINUED)

Table 6
City of Miami Springs’ Capital Assets
(net of depreciation, in millions of dollars)

Total
Governmental Business-type Percentage
Actvities Actvities Total Change
2017 2018 2017 2018 2017 2018 2017-2018
Land $ 31 $ 3.1 $ - 3 - $ 31 $ 3.1 0.0%
Buildings 13.8 18.2 - - 13.8 18.2 31.9%
Impr9vements other than 19 29 ) ) 19 29 15.8%
buildings
Equipment 23 2.1 1.2 1.0 35 3.1 -11.4%
Infrastructure 4.3 52 2.4 2.3 6.7 7.5 11.9%
Construction in progress 54 04 0.0 0.0 54 04 -92.6%
Total "$ 3087% 312 $ 36 $ 33 $ 344 $ 345 0.3%

This year's major capital asset additions before depreciation for the governmental activities equaled
approximately $1,683,711 and includes the following:

. The City completed the Westward Bike Path project.

o Scheduled replacement of certain police vehicles and other police equipment, public works
trucks and equipment, and other Citywide equipment and infrastructure.

. Commenced the new Senior center building project design.

This year there were no major capital asset additions before depreciation for the business-type
activities.

Additional information on the City’s capital assets can be found in Note 5 on pages 41-42 of this report.

Long-term debt. At year-end the City had $7.5 million in notes payable and $1.5 in capital leases
payable, as shown in Table 7. Total debt increased by approximately $0.3 million or 3.3%. This
increase was due to the execution of a credit line with Iberia Bank for hurricane related expenses
pending reimbursement from FEMA.

The debt position of the City is summarized below and is more fully explained in Note 6, Long-Term
Debt, beginning on page 42.

Table 7
City of Miami Springs’ Debt
(in millions of dollars)

Total
Governmental Business-type Percentage
Actvities Actvities Total Change
2017 2018 2017 2018 2017 2018 2017-18
Notes payable 7.0 7.5 - - 7.0 7.5 71%
Capital lease payable 1.6 1.5 04 0.3 2.0 1.8 -10.0%
Total $ 86 $ 90 $ 04 $ 03 $ 90 $ 93 3.3%
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATIOS

The City of Miami Springs is a residential community, single family community. As such, standard
economic indicators used to determine the overall health of a community are slightly different for Miami
Springs. The City recognizes the importance of increasing its commercial tax base, for FY2018 the
commercial portion of the total assessed values was 34% compared to 24% back in FY2009. The City
continues to attract new hotel and other commercial developments in order to continue increasing its
commercial tax base. Quality recreational activities, including the City’s golf course, community center,
and new aquatic facility support the residents’ requirements for high standards and outstanding
recreation and leisure activities. This, along with its own public safety department, provides a higher
standard of living than that which is found in surrounding municipalities.

The State of Florida, by constitution, does not have a state personal income tax and therefore, the State
operates primarily using sales, gasoline and corporate income taxes. Local governments (cities,
counties and school boards) primarily rely upon property taxes and a limited array of permitted other
taxes (sales, telecommunication, gasoline, utilities services, etc.) and fees (franchise, building permits,
occupational license, etc.) for funding of their governmental activities. In addition, there are a limited
number of state-shared revenues and recurring and non-recurring (one-time) grants from both the state
and federal governments.

On January 29, 2008 the Florida electorate approved an amendment to the Florida Constitution relative
to property taxation. This amendment (referred to as Amendment 1) was placed on the ballot by the
Florida Legislature at a special session held in October 2007. With respect to homestead property,
Amendment 1 increases the current $25,000 homestead exemption by another $25,000 (for property
values between $50,000 - $75,000), except for school district taxes. Since the new $25,000 homestead
exemption does not apply to school district taxes, this effectively amounts to a $15,000 increase to the
existing homestead exemption. Amendment 1 also allows property owners to transfer (make portable)
up to $500,000 of their Save Our Homes benefits to their next homestead when they move. Save Our
Homes became effective in 1995 and limits (caps) the annual increase in assessed value for homestead
property to three percent (3%) or the percentage change in the Consumer Price Index, whichever is
less. With respect to non-homestead property, Amendment 1 limits (caps) the annual increase in
assessed value for non-homestead property (businesses, industrial property, rental property, second
homes, etc.) to ten percent (10%), except for school district taxes. The Amendment also provides a
$25,000 exemption for tangible personal property. Amendment 1 became effective on October 1, 2008,
with the exception of the ten percent (10%) assessment cap on non-homestead property which became
effective on January 1, 2009. Additional tax relief bills are expected to be introduced at the upcoming
legislative session which could, if ratified, further limit the extent to which municipalities can levy taxes.

Revenues (excluding transfers) in the FY 2019 adopted General Fund budget are $17 million, a
decrease of approximately 0.6% from the FY 2018 actual revenues of $17.1 million. Fines and
forfeitures account for most of this decrease.

Fiscal year 2018 budgeted expenditures and transfers are expected to be $17 million, or 4.5%, lower
than the fiscal year 2018 actual of $17.8 million. Given the current economic conditions, the City’s
budgetary General Fund balance is expected to report an increase of approx. $212,736 in FY2018-19.

During the current fiscal year, the total fund balance in the General Fund was $4.1 million compared to
$3.7 million from last year. This $4.1 million is approximately equal to 2.4 months of General Fund
budgeted expenditures. Between fiscal years 2004 and 2018, the City, as can be seen at Figure A-7,
rebuilt its fund balance to over $4.1 million. During the past 5 fiscal years the City has been using
reserves to fund repairs and/or replacement of its aging infrastructure as well as replacement of aging
equipment in its golf course, police and public works operations. The City also used reserves in FY2016
to pay-off the Golf Course note.
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City oF Miami SpPrINGS, Fiorida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2018

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATIOS (CONTINUED)

In 1995, the State of Florida limited all local governments’ ability to increase property taxable values in
any given year to 3 percent or cost of living, whichever is lower. Figure A-8 illustrates that the City has
maintained a stable property tax rate for the past three years. For many years, the City, just like many
cities across the country, had to face the challenge of keeping taxes and service charges as low as
possible while providing residents with the level of service they have come to expect.

Figure A-7
General Fund Unrestricted Surplus (Deficit)
For the fiscal year ended September 30,
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The operating millage rate for tax year 2018, which is collected in fiscal year 2019, is 7.3575 or

$7.3575 per thousand dollars of taxable value. Overall, the adopted budget is an economical

and prudent financial plan that will ensure quality public services and needed capital improvements for
all residents, both today and in the future.

Property values for fiscal year 2018 were $1,198,702,267 or an increase of approximately $83 million or
7.5% from the $1,115,307,120 in final taxable value for the prior fiscal year.

Figure A-8
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Requests for Information

The City’s financial statements are designed to present users (citizens, taxpayers, customers, investors
and creditors) with a general overview of the City’s finances and to demonstrate the City’s
accountability. The financial statements are available on the City’s website at www.miamisprings-fl.gov.
If you have questions about the report or need additional financial information, contact William Alonso,
CPA, CGFO, City Manager/Finance Director, City of Miami Springs, 201 Westward Drive, Miami
Springs, Florida 33166.
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City oF Miami SPRINGS, FLORIDA

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity

The City of Miami Springs, Florida (the "City") is a political subdivision of the State of Florida
located in Miami-Dade County. The City operates under a Council-Manager form of
government. The City Council is governed by the City Charter and by state and local laws and
regulations. The City Council is responsible for the establishment and adoption of policy. The
execution of such policy is the responsibility of the Council-appointed City Manager. The City
provides public safety, general government, recreation and public works services to its
residents. The City does not provide educational, fire or hospital facilities. Those services are
provided by the Miami-Dade County School Board and Miami-Dade County, respectively. The
accompanying financial statements present the City for the fiscal year ended September 30,
2018.

As required by generally accepted accounting principles, these basic financial statements
present the reporting entity of the City. Component units are legally separate entities for which
the government is considered to be financially accountable and for which the nature and
significance of their relationship with the primary government are such that exclusion would
cause the City’s combined financial statements to be misleading or incomplete. The primary
government is considered financially accountable if it appoints a voting majority of an
organization’s governing body and 1) it is able to impose its will on the organization or 2) there
is a potential for the organization to provide specific financial benefit to or impose specific
financial burden on the Board. Additionally, the primary government is required to consider
other organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity financial statements to be
misleading or incomplete.

Based on the application of the criteria set forth by the Governmental Accounting Standards
Board, management has determined that one entity met the definition for inclusion as a blended
component unit. There were no discretely presented component units.

Blended Component Unit — Miami Springs Properties, Inc. (MSPI) was incorporated during
fiscal year 2012 and is a wholly owned subsidiary of the City and a blended component unit of
the City. MSPI is governed by the City’s elected council. MSPI is included as a blended
component unit because the City is able to impose its will on MSPI and there is a direct financial
benefit to the City. MSPI has a calendar year end and its first year of operations was for the
year ended December 31, 2012.

The component unit was closed during the fiscal year and any remaining balances transferred
to the General Fund. The final activity of the component unit, reported as a special revenue
fund, does not issue separate financial statements.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) 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.
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City oF Miami SPRINGS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Government-wide and fund financial statements (Continued)

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. 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 and proprietary funds.
Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Basis of 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 financial
statements. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of the 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 City considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. 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.

Property taxes, franchise taxes, licenses, 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 the City receives cash.

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 building operations fund is used to account for revenues and expenditures related to the
licensing and permitting of all building activity.

The hurricane fund is used to account for expenditures related to Hurricane Irma cleanup and
property damage costs.
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City oF Miami SPRINGS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

The City reports the following major proprietary funds:

The sanitation fund accounts for the operations of solid waste collection services, which are
funded through user charges.

The stormwater fund accounts for the infrastructure and operations of stormwater
transportation, which are funded through user charges.

The financial statements of the City have been prepared in accordance with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the standard setting body for governmental accounting and
financial reporting. The financial statements of the City follow the guidance of GASB Statement
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements for both the government-wide and
proprietary fund financial statements. Governments also have the option of following
subsequent FASB pronouncements for their business-type activities and enterprise funds
subject to this same limitation. The City has elected not to follow subsequent FASB guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the City’s enterprise
fund functions 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, and 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 sanitation and stormwater funds, are charges for services
to customers.

Operating expenses for the enterprise funds include the cost of 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, and then unrestricted resources as needed.

Deposits and Investments
The City’s cash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investments with original maturities of three months or less from the date of

acquisition. The City maintains a pooled cash account for all funds. This enables the City to
invest large amounts of idle cash for short periods of time and to optimize earnings potential.
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City oF Miami SPRINGS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Deposits and Investments (Continued)

The City’s investments are reported at fair value, the majority of which are in the form of
certificate of deposits, money market accounts, and overnight repurchase accounts with
qualified public depositories.

Receivables and Payables

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 are shown net of an allowance for uncollectibles.
Uncollectible accounts receivable allowances are based on historical trends.

Property Taxes

Property values are assessed as of January 1 of each year, at which time taxes become an
enforceable lien on property. Tax bills are mailed for the City by Miami-Dade County on or
about October 1 of each year and are payable with discounts of up to 4% offered for early
payment. Taxes become delinquent on April 1 of the year following the year of assessment
and State law provides for enforcement of collection of property taxes by seizure of the personal
property or by the sale of interest-bearing tax certificates to satisfy unpaid property taxes.

Assessed values are established by the Miami-Dade County Property Appraiser. In November
1992, a Florida constitutional amendment was approved by the voters, which provides for
limiting the increases in homestead property valuations for ad valorem tax purposes to a
maximum of 3% annually and also provides for reassessment of market values upon changes
in ownership. The County bills and collects all property taxes and remits them to the City.

State statutes permit municipalities to levy property taxes at a rate of up to 10 mills ($10 per
$1,000 of assessed taxable valuation). The tax levy of the City is established by the City
Council and the Miami-Dade County Property Appraiser incorporates the City’s millage into the
total tax levy, which includes the County and the County School Board tax requirements. The
millage rate assessed by the City for the year ended September 30, 2018 was 7.375 mills
($7.375 per $1,000 of taxable assessed valuation).

. Inventories and Prepaid Costs

Inventories are valued at cost using the first-in, first-out (FIFO) method. The costs of
governmental fund-type inventories are recorded as expenditures when consumed rather than
when purchased (consumption method).

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.
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NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Restricted Assets

Proceeds from forfeiture funds are classified as restricted in the Law Enforcement Special
Revenue Fund since these resources are specifically earmarked for law enforcement purposes
only. Proceeds from the People’s Transportation Tax are classified as restricted since these
resources may only be used for road and transportation related expenditures. Additionally,
proceeds from the Building Operations Fund are classified as restricted since these resources
may only be used for the operation of the building function.

Capital Assets

Capital assets include, property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. The City defines capital
assets as assets with an initial, individual cost of more than $1,000 and an estimated useful life
in excess of one year. Purchased or constructed assets are recorded at historical cost or
estimated historical cost. Donated capital assets, donated works of art and similar items, as
well as capital assets received in a service concession arrangement are recorded at acquisition
value at the date of donation.

Maijor outlays for capital assets and improvements are capitalized as projects are constructed.
The costs of normal maintenance and repairs that do not add value to the asset or materially
extend its useful life are not capitalized.

Capital assets of the City are depreciated using the straight line method over the following
estimated useful lives:

Assets Years
Buildings 50
Improvements 20-30
Public domain infrastructure 40
System infrastructure 50
Furniture and equipment 5-10

Unearned Revenues

Unearned revenues include amounts collected before the revenue recognition criteria are met.
Receivables, which, under the modified accrual basis of accounting, are measurable, but not
yet available would be presented as deferred inflows of resources. The unearned items consist
primarily of license and permit revenues, and developer fees related to the tax credit
transaction.

Compensated Absences
City employees are granted vacation and sick leave in varying amounts based on length of

service and the department, which the employee serves. It is the City's sick leave policy to
permit employees to accumulate earned but unused sick pay benefits.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. Compensated Absences (Continued)

The City's vacation policy is that earned vacation must be taken within one year of the
employee's anniversary date, as there is no carryover from one period to another. Unused
vacation pay, if any, is paid with the employee's termination or retirement.

The liability for these compensated absences is recorded as a long-term debt in the
government-wide financial statements. The current portion of this debt is estimated based on
historical trends. In the fund financial statements, governmental funds report only the
compensated absences that have matured (i.e. unused reimbursable leave still outstanding
following an employee’s resignation or retirement), while the proprietary funds report the liability
as it is incurred. For governmental activities, compensated absences are generally liquidated
by the General Fund.

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 issuance costs are expensed in the period that the debt is issued.

In the fund financial statements, governmental fund types recognize bond 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 sources while discounts on debt issuances are reported as other
financing uses. Issuance costs are reported as debt service expenditures.

. Net Position

Total equity as of September 30, 2018, is classified into three components of net position:

e Net investment in capital assets: This category consists of capital assets (including
restricted capital assets), net of accumulated depreciation and reduced by any
outstanding balances of bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction, and improvements of those assets.

o Restricted net position: This category consists of net assets restricted in their use by
(1) external groups such as grantors, creditors or laws and regulations of other
governments; or (2) law, through constitutional provisions or enabling legislation.

e Unrestricted net position: This category includes all of the remaining net position that
does not meet the definition of the other two categories.

Reconciliation of Net investment in capital assets-Governmental Activities

Capital assets-net $31,152,196
Bonds and loans payable (7,967.,967)
Net investment in capital assets $23,184,229
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M. Net Position (Continued)
Adjustments to Net Position of Government-Wide and Fund Financial Statements

Net position of the governmental activities, as of October 1, 2017, was restated due to implementation of

GASB 75:
Net position — beginning, as previously reported $ 21,979,200
Eliminate prior year net OPEB liability 945,175
Record OPEB liability per GASB Statement No. 75 (2,422,078)
Net position — beginning, as restated $ 20,502,297

Net position of the business-type activities, as of October 1, 2017, was restated due to implementation

of GASB 75:
Net position — beginning, as previously reported $ 2,263,101
Eliminate prior year net OPEB liability 117,101
Record OPEB liability per GASB Statement No. 75 (300,081)
Net position — beginning, as restated $.2,080,121

Net position of the Sanitation Fund, as of October 1, 2017, was restated due to implementation of

GASB 75:
Net position — beginning, as previously reported $ 5,125
Eliminate prior year net OPEB liability 100,372
Record OPEB liability per GASB Statement No 75 (257,212)
Net position — beginning, as restated $.(151,715)
Net position of the Stormwater Fund, as of October 1, 2017, was restated due to implementation of
GASB 75:
Net position — beginning, as previously reported $ 2,257,976
Eliminate prior year net OPEB liability 16,729
Record OPEB liability per GASB Statement No 75 (42,869)
Net position — beginning, as restated $.2,231,836

N. Fund Balance-Governmental Funds
As of September 30, 2018, fund balances of the governmental funds are classified as follows:
Non-spendable — Amounts that cannot be spent either because they are in non-

spendable form or because they are legally or contractually required to be maintained
intact.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Balance-Governmental Funds (Continued)

Restricted — Amounts that can be spent only for specific purposes because of
constitutional provisions or enabling legislation or because of constraints that are
externally imposed by creditors, grantors, contributors, or the laws or regulations of
other governments.

Committed — Amounts that can be used only for specific purposes determined by a
formal action of the City Council. Ordinances and resolutions approved by the City
Council is the highest level of decision-making authority for the City. Commitments
may be established, modified, or rescinded only through ordinances or resolutions
approved by the City Council. Ordinances and resolutions are equally binding.

Assigned — Amounts that do not meet the criteria to be classified as restricted or
committed but that are intended to be used for specific purposes. Under the City’s
adopted policy, only the City Council may assign amounts for specific purposes.

Unassigned — All other spendable amounts. Unassigned fund balance is the residual
classification that has not been restricted, committed or assigned. Any residual
(unassigned) balance must be positive in the General Fund but may be negative in any
other governmental fund as a result of overspending for specific purposes for which
amounts have been restricted, committed or assigned.

The General Fund is the only fund that reports a positive unassigned fund balance amount. On
other governmental funds it is not appropriate to report a positive unassigned fund balance
amount. However, in governmental funds other than the General Fund, if expenditures incurred
for specific purposes exceed the amounts that are restricted, committed, or assigned to those
purposes, it may be necessary to report a negative unassigned fund balance in that fund.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the City considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are
available, the City considers amounts to have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the City Council has provided
otherwise in its commitment or assignment actions.

In fiscal year 2010, the City Council adopted a minimum fund balance policy for the General
Fund. The policy requires the unassigned fund balance at fiscal year end to be equal to 25%
of the operating expenditures and transfers out budgeted for the General Fund in the
subsequent year. The total unassigned fund balance at the end of FY2018 is $3,791,827 or
approximately $306,413 less than our required minimum of $4,098,243 in order to meet the
25% requirement. In accordance with the adopted policy of funding any deficit within the next
two fiscal years, Council agreed to fully fund this deficit with a $212,736 in FY2019 and an
additional $93,677 in FY19-20, at which time the fund balance will exceed the $4.1 million and
in compliance with the 25% requirement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

N.

Fund Balance-Governmental Funds (Continued)

As of September 30, 2018, fund balances are composed of the following:

Major Special Major Special
Revenue Fund Revenue Fund Nonmajor Total
General Building Hurricane Governmental Governmental
Fund Fund Fund Funds Funds
Fund balances:
Nonspendable:
Inventories $ 238,718 $ - $ - $ 238,718
Restricted for:
Law enforcement - - 302,675 302,675
Building Department - 1,191,026 - 1,191,026
Road and transportation - - 134,869 134,869
Committed to:
Senior Center Building 70,000 - - 70,000
Assigned to:
Elderly senices - - 428 428
Unassigned: 3,791,827 - (985,591) - 2,806,236
Total fund balances $ 4,100,545 $ 1,191,026 $ (985,591) $ 437,972 § 4,743,952
Major Special Major Special
Revenue Fund Revenue Fund Nonmajor Total
General Building Hurricane Governmental Governmental
Fund Fund Fund Funds Funds
Fund balances:
Nonspendable $ 238,718 $ - $ - $ 238,718
Restricted - 1,191,026 437,544 1,628,570
Committed 70,000 - - - 70,000
Assigned - - 428 $ 428
Unassigned 3,791,827 - (985,591) - 2,806,236
Total fund balances $ 4,100,545 $ 1,191,026 $ (985,591) $ 437,972 $ 4,743,952

e A deficit unassigned fund balance of ($985,590) exists in the Hurricane fund due to initial
costs incurred in the aftermath of Hurricane Irma. It is expected that once FEMA
reimbursement is received beginning in FY2018-19, the deficit will be eliminated.

0. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts of assets, liabilities, disclosure of contingent liabilities,
revenues, and expenditures/expenses reported in the financial statements and accompanying
notes. These estimates include assessing the collectability of receivables, OPEB, the
realization of pension assets and the useful lives of capital assets. Although those estimates
are based on management’s knowledge of current events and actions it may undertake in the
future, they may ultimately differ from actual results.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

P. Pensions

Q.

R.

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary
net position of the City of Miami Springs’ General Employees’ Pension Plan and the Police &
Firefighters Pension Plan (“the Plans”) and additions to/deductions from the Plans fiduciary net
position have been determined on the same basis as they are reported by the Plans. For this
purpose, benefit payments (including refunds of employee contributions)

are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

Post-Employment Benefits Other Than Pensions (OPEB)

The City’s defined benefit OPEB plan provides OPEB for all permanent full-time general and
public safety employees of the City. 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. Retirees are required to pay 100% of the premium rates where premiums
are determined based upon a blended rate used for active employees and retirees. However,
the City recognizes that there is an “implicit subsidy” arising because of the blended rate
premium since retiree health care costs, on average, are higher than active employee
healthcare costs. The plan is not accounted for as a trust fund and an irrevocable trust has not
been established to fund this plan. The plan does not issue a separate financial report. The
City is financing the post employee benefits on a pay-as-you-go basis. There are no assets
accumulated in a trust that meets the criteria in paragraph 4 of Statement 75.

Net Position Flow Assumption

Sometimes the City will fund outlays for a particular purpose from both restricted and
unrestricted resources. In order to calculate the amounts to report as restricted net position and
unrestricted net position in the government-wide financial statements, a flow assumption must
be made about the order in which resources are considered to be applied. It is the City’s policy
to consider restricted net position to have been depleted before unrestricted net position is
applied.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

By its nature as a local government unit, the City is subject to various federal, state, and local
laws and contractual regulations. The City has no material violations of finance-related legal
and contractual obligations.

Fund Accounting Requirements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City, like any other state and
local government, uses fund accounting to ensure and demonstrate compliance with finance
related requirement, bond covenants, and segregation for management purposes. The City
has various restrictions placed over certain revenue sources from federal, state, or local
requirements.
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2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)
Revenue Restrictions

The primary revenue sources include:

Revenue Source Leqgal Restrictions of Use
Gas Tax Roads, sidewalks, streets
FEMA Hurricane Irma costs
Transportation Tax Transportation and roads
Nutrition Program for the Elderly Grant Program Expenditures
Department of Health & Human Services Grant Program Expenditures
Federal Forfeitures Law Enforcement

Excesses of expenditures over appropriations

For the fiscal year ended September 30, 2018, expenditures exceeded appropriations in the
General Fund for the following departments; City Manager $33,655, City Attorney $6,935,
Finance $29,275, Public Works-Administration $16,978, Public Works-Building Maintenance
$82,053, Public Works-Fleet Maintenance $16,487, Recreation-Park Maintenance $9,920, and
Recreation-Golf Pro Shop $160,744. These over-expenditures were funded by available fund
balance and greater than anticipated revenues in the General Fund.

3. DEPOSITS AND INVESTMENTS

The City, for accounting and investment purposes, maintains a cash and investment pool for use
by all City funds. This gives the City the ability to invest large amounts of idle cash for short periods
of time and to maximize earning potential. Each fund’s portion of this pool is displayed on the
balance sheets as cash and equity in pooled cash and investments. Income earned on pooled
cash and investments is allocated to the respective funds based on relative month-end balances.
In addition, cash and investments are separately held by the City’s Enterprise Funds and related
investment income is recorded in these funds.

The City does not have a written investment policy and follows the State of Florida investment
policy as set forth in State Statute 218-415. Allowable investments include United States
government obligations, guaranteed United States agency short-term issues, Florida bank
certificates of deposit, and investments authorized by City Council.

As of September 30, 2018, the City had the following investments:

Weighted

Average

Maturity
Investment Type Fair Value (Days)
BB&T Money Market $ 95,946 1
Iberia Bank 252,124 1
City National Bank Money Market 72,352 1

Total Fair Value $ 420,422
Portfolio weighted average maturity

[l=
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DEPOSITS AND INVESTMENTS (CONTINUED)

Interest Rate Risk — The City does not have a written policy on interest rate risk, however, the City
manages its exposure to declines in fair values by limiting the weighted average monthly maturity
of its investment portfolio to less than six months (180 days). At September 30, 2018, the portfolio’s
weighted average maturity was 1 day.

Credit Risk — The City’s investment policy specifically sets parameters to minimize the City’s credit
risk by:

e Limiting investments to the safest type of issuer

e Pre-qualifying the financial institution, pools, money market funds, and broker/dealer with
which the City will do business, and

o Diversifying the investment portfolio so that potential losses on individual issuers will be
minimized.

The City’s investments are with institutions that are designated public depositories by the State of
Florida, all funds in those institutions are collateralized.

Concentration of Credit Risk — There are no limits on the amount that may be invested in
Certificates of Deposits (CD’s) placed with public depositories. At September 30, 2018, the City
had no CD’s.

Custodial credit risk (deposits) - In the case of deposits, this is the risk that in the event of a bank
failure, the City’s deposits may not be returned to it. All of the City’s deposits are entirely insured
by federal depository insurance or collateralized by the multiple financial institution collateral pool
pursuant to Florida Statutes, Chapter 280, “Florida Security for Public Deposits Act.” Under the Act,
all qualified public depositories are required to pledge eligible collateral having a fair value equal to
or greater than the average daily or monthly balance of all public deposits, multiplied by the
depository’s collateral pledging level. The book value of the City’s deposits on the balance sheet
date was $897,508. The bank balance of the City’s deposits as of September 30, 2018 was
$517,930.

Custodial credit risk (investments) — For an investment, this is the risk that, in the event of the failure
of the counterparty, the City will not be able to recover the value of its investment. The City’s
investments in the BB&T Money Market account are entirely insured by federal depository
insurance or collateralized by the multiple financial institution collateral pool

A reconciliation of deposits and investments as shown on the balance sheet and the statement of
net assets is as follows:

Per Statement of Net Position By Category
Cash and equity in pooled cash $ 62,034 Cash $ 8,204
and investments
Restricted assets: Deposits 897,508
Cash and cash equivalents 1,264,100 Investments 420,422
$ 1,326,134 $ 1,326,134

The City does not participate in any securities lending transactions nor has it used held or written
derivative financial instruments.
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RECEIVABLES AND PAYABLES

Receivables at year-end for the City’s governmental funds, including the applicable allowance for
uncollectible accounts, are as follows:

Building Hurricane  Non-major Total
General Fund Fund Governmental Receivables
Governmental activities

Accounts $ 685,162 $7,570 $ - $ - $ 692,732
Taxes 885,291 - - 200,815 1,086106
Other 139,954 - 2,041,550 169,523 2,351,027
Gross receivables 1,710,407 7,570 2,041,550 370,338 4,129,865
Less: Allowance for Uncollectibles (378,804) (7,570) - - (386,374)
Net total receivables $1,331,603 - 2,041,550 370,338 $ 3,743,491

Receivables at year-end for the City’s business-type activities, including the applicable allowance
for uncollectible accounts, are as follows:

Sanitation Stormwater Totals
Accounts $258,033 $ 103,900 $361,933
Less: Allowance for Un-collectibles (98,542) (8,099) (106,641)
Net total receivables $ 159,491 $ 95,801 $255,292

Governmental funds report deferred inflows of resources for receivables on revenues considered
to be not yet available to liquidate liabilities of the current period. Governmental funds also report
unearned revenues on revenues received but not yet earned. On September 30, 2018, unearned
revenue in the governmental funds amounted to $75,896 representing FY 2018-19 occupational
licenses that were paid in advance. In addition, there were $319,570 in deferred technology and
scanning fees collected by the Building Department.

Revenues of the Sanitation and Stormwater funds are reported net of uncollectible amounts. The
allowance for uncollectibles was adjusted against current revenues.

Total uncollectible amounts related to revenues of the current period are as follows:

Uncollectibles related to solid waste fees 98,542
Uncollectibles related to stormwater fees 8,099
Total uncollectibles of the current fiscal year $106,641
Payables at September 30, 2018 were as follows:
Vendors
Governmental activities:
General $ 202,563
Building Fund 16,288
Hurricane Fund 494,214
Nonmajor funds 150,873
Total governmental activities $ 863,938
Business-type activities:
Sanitation 33,186
Total business-type activities $ 33,186
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CAPITAL ASSETS

Governmental activities

Capital assets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Building
Infrastructure
Improvements other than buildings
Machinery and equipment
Total capital assets being depreciated

Less accumulated depreciation for:

Building

Infrastructure

Improvements other than buildings

Machinery and equipment
Total accumulated depreciation
Total capital assets being depreciated, net
Governmental activities capital assets, net

Business-type activities

Capital assets being depreciated:
Infrastructure
Machinery and equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Infrastructure

Machinery and equipment
Total accumulated depreciation
Total capital assets being depreciated, net

Business activities capital assets, net

Capital asset activity for the fiscal year ended September 30, 2018 was as follows:

Balance Deletions/ Balance
Oct. 1, 2017 Additions Transfers Sept. 30, 2018
$ 3,085,904 - 3 - $ 3,085,904
5,459,868 340,219 (5,438,873) 361,214
8,545,772 340,219 (5,438,873) 3,447,118
18,761,793 - 5,029,395 23,791,188
18,149,366 904,857 256,987 19,311,210
4,988,128 33,940 152,491 5,174,559
8,744,232 410,429 (67,477) 9,087,184
50,643,519 1,349,226 5,371,396 57,364,141
(5,256,259) (305,493) - (5,561,752)
(13,885,342) (227,841) - (14,113,183)
(2,823,700) (189,335) - (3,013,035)
(6,471,469) (567,101) 67,477 (6,971,093)
(28,436.770) _(1,289,770) 67,477 (29,659,063)
22,206,749 59,456 5,438,873 27,705,078
$ 30752520 $ 399675 § - $ 31,152,196
Balance Deletions/ Balance
Oct. 1, 2017 Additions Transfers Sept. 30, 2018
5,203,189 - - 5,203,189
2,479,801 - (30,136) 2,449,665
7,682,990 - (30,136) 7,652,854
(2,730,008) (139,442) - (2,869,450)
(1,301,637) (176,783) 27,876 (1,450,543)
(4,031,645) (316,225) 27,876 (4,319,994)
3,651,345 (316,225) (2,260) 3,332,860
$_ 3651345 $ (316.225) $§  (2,260) $_ 3,332,860
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Depreciation expense was charged to functions/programs of the City as follows:

General government $ 344,961
Public safety 268,914
Public works 533,612
Recreation and social services 129,192
Economic and community development 13,092
Total depreciation expense — governmental activities $1,289,770

Business-type activities

Sanitation 176,783
Stormwater 139,442
Total depreciation expense — business- type activities $ 316,225

LONG-TERM DEBT
Capital Improvement Refunding Revenue Note-Series 2015

On February 27, 2015, the City issued the Capital Improvement Refunding Revenue Note Series
2015 in an amount of $7,554,000 with SunTrust Bank. The proceeds were used as follows:
$1,986,733 was used to refund the $2,435,812 Capital Improvement Refunding Revenue Note
Series 2010 with SunTrust Bank, and $5,567,267 was used to fund the construction of a new
aquatic facility. The refunding note has a fixed interest rate of 3.07% and matures on February 1,
2030. The refunding note is payable solely from and secured by the City’s Public Service Tax
Revenues and Franchise Fee Revenues. The City achieved a cash flow difference and an
economic gain of approximately $67,719 as a result of the refunding. The balance at September
30, 2018 was $6,109,000.

Capital Improvement Revenue Note Series 2017

On April 28, 2017, the City issued the Capital Improvement Revenue Note Series 2017 in an
amount of $448,500 with Branch Banking and Trust (BB&T). The proceeds were used to fund the
Westward Bike Path project. The note has a fixed interest rate of 2.13% and matures on April 1,
2024. The note is payable solely from and secured by the City’s Transportation Surtax revenues.
The balance at September 30, 2018 was $368,411.

Revolving Line of Credit

On February 2, 2018, the city executed a revolving credit line with Iberia Bank in the amount of $2
million. The interest rate is the Wall Street Journal Prime Rate and interest is due monthly. The
maturity date for this line is February 1, 2019, when principal is due and payable. Line is pledged
with Half Cent Sales Tax, State Revenue Sharing and Local Communications Tax revenues. The
balance at September 30, 2018 was $1,000,050.
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Debt service requirements to maturity for the fiscal year ending September 30 are summarized as

follows:

2019
2020
2021
2022
2023

2024-2028
2029-2030
Total, net

Capital Leases

Series 2015 Capital

Improvement Refunding

Series 2017 Capital
Improvement Revenue Note

Note Total

Principal Interest Principal Interest Principal Interest
450,000 184,139 64,071 7,336 514,071 191,475
465,000 170,216 64,071 5,971 529,071 176,187
479,000 155,833 64,071 4,606 543,071 160,439
493,000 141,020 64,071 3,242 557,071 144,262
510,000 125,763 64,071 1,876 574,071 127,639
2,791,000 382,583 48,056 512 2,839,056 383,095
921,000 28,413 - - 921,000 28,413
$6,109,000 $1,187,967 $368,411 $23,543 $6,477,411 $1,211,510

The City has entered into lease agreements with local financial institutions as lessee for financing
the acquisition of machinery and equipment for city-wide use. On April 30, 2014, the City executed
a fifteen-year Master Equipment Lease Purchase agreement with Green Campus Partners, LLC
for a city-wide energy conservation project. These lease agreements qualify as a capital lease for
accounting purposes and, therefore, have been recorded at the present value of its future minimum
lease payments as of the inception date. The gross amount of equipment leased and capitalized
under these leases was approximately $2,187,507.

The future minimum lease obligations and the net present value of these minimum lease payments
as of September 30, 2018, were as follows:

2019
2020
2021
2022
2023
2024-34

Year ending
September 30,

Total minimum lease payments
Less: amount representing interest
Interest at 2.3% to 3.615% APR

Present value of minimum

Lease payments
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260,920
264,897
211.281
160,218
146,968

1,054,880

2,

099,164

(347.313)
$ 1,751,851
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6. LONG-TERM DEBT (CONTINUED)
Capital Leases (Continued)
Capital assets acquired through the issuance of capital leases are as follows:

Governmental
Activities
Machinery and equipment 1,710,660
Less: Accumulated depreciation (598,731)
$1,111,929

Business
Type
Activities
Machinery and equipment $ 476,847
Less: Accumulated depreciation (272,484)
$ 204,363

Long-term debt activity for the year ended September 30, 2018 was as follows:

October 1, September 30, Due within

2017 Additions Reductions 2018 One Year
Governmental Activities
Bonds and notes payable:

2015-Capital Improvement Refunding Note 6,546,000 - (437,000) 6,109,000 450,000

2017 Capital Improvement Revenue Note 432,482 - (64,071) 368,411 64,071

Line of credit - 1,000,050 - 1,000,050 1,000,050

Capital leases 1,645,207 62,561 (217,211) 1,490,557 105,352
Total bonds and notes payable 8,623 689 1,062,611 (718,282) 8,968,018 1,619,473
Other liabilities:

Compensated absences 1,419 415 650,950 (529,294) 1,541,070 1,086,456
Governmental activity Long-term liabilities $ 10043104 $1,713561 $(1.247,576) $ 10,509,088 $ 2,705,929
Business-type Activities
Bonds and notes payable:

Capital leases $ 454,415 $ - % (193,109) $ 261,306 $ 98,526
Other liabilities:

Compensated absences 150,905 96,767 (93,498) 154,174 77,035
Business-type activities Long-term liabilities $ 605320 $ 96,767 $ (286,607) $ 415480 $ 175,561
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7. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS
Interfund balances for the fiscal year ended September 30, 2018 are as follows:

Interfund Interfund
Receivable Payable

General Fund $3,533,224 $ 600,000
Building Fund 600,000

Sanitation Fund 557,890
Stormwater Fund - 329,799
Hurricane Fund 2,532,927
Capital Projects 104,113
Senior Center - 8,495

$4,133,224  $4,133,224

The outstanding balances between funds result mainly from the time lag between the dates that
(1) interfund goods and services are provided or reimbursable expenditures occur, (2) transactions
are recorded in the accounting system, and (3) payments between funds are made.

Interfund transfers for the fiscal year ended September 30, 2018 are as follows:

Transfers Transfers

In** Out**
General Fund $ - $2,580,212
Senior Center 217,861 -
Road and transportations - 72,772
Hurricane Fund 1,266,792 -
Capital Projects 151,169 -
Debt Service 997.162 -

$2,652,984 $2,652,984

**Transfers in/out during the fiscal year are as follows:

e Operating subsidies from the General Fund of $217,861 to the Elderly Services Center and
$997,162 in transfers to the Debt Service Fund to cover debt service payments. The Road
and transportation fund transferred $72,772 to the Debt Service fund to cover the debt
payment related to the Bike Path project. Capital projects includes $151,169 for the
construction of a new senior center facility. The Hurricane fund required a transfer of
$1,266,792 for Hurricane Irma costs which will be reimbursed by FEMA.

8. EMPLOYEE RETIREMENT PLANS

(1) Plan Description

The City contributes to two single employer defined benefit pension plans: General Employees’
Plan and the Police and Firefighters’ Plan. Each plan provides retirement, disability, and death
benefits. The Pension Boards’ of each retirement plan are authorized to establish and amend
benefit provisions. Each plan issues a publicly available financial report that includes financial
statements and required supplementary information for that plan. Those reports may be obtained
by writing the City of Miami Springs, 201 Westward Drive, Miami Springs, Florida 33166.
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(2) Contributions

General Employees

The pension board establishes the required employee contribution and the City is required to
contribute the amount in excess of employee contributions to cover the annual pension cost. City
employee members are required to contribute 5% of their annual covered salary with the City
contributing any additional amount up to 15%, when the annual contribution is greater than 15% of
payroll, the amount over 15% is shared equally by the City and the members. Annual contributions
are actuarially determined as specified by the Retirement Ordinance as of October 15t. For the year
ended September 30, 2018, the average active employee contribution rate was 8.39 percent of
annual pay, and the City's average contribution rate was 13.39 percent of covered payroll.

Police and Firefighters

This plan contains a “cost-sharing mechanism” in which the regular member contribution rate for
both bargaining unit employees and non-bargaining unit managerial employees in that capacity
after September 27, 1993 is 9% of earnings. If the combined City and Member contributions
required for a year are less than 14% of covered payroll, the difference under 14% shall be rounded
to the nearest .1% of budgeted payroll. The resulting difference shall be divided in two, with plan
members reducing their contribution rates by half the difference, and the City reducing its
contribution by the remaining half for that fiscal year. However, if the combined City and

member contributions for any one fiscal year exceed 18% of the budgeted payroll for police officers,
the excess rate over 18% will be divided by two with plan members paying half of the

excess and the City paying the other half for that fiscal year. Annual contributions are actuarially
determined as specified by the Retirement Ordinance as of October 15t

Effective October 1, 2017, the City negotiated with the Fraternal Order of Police (FOP) a change
to the employee contributions that would cap employee contributions at 12.5% for FY 2018, FY
2019 and FY 2020. Beginning in FY 2021, contributions would revert back to the “cost-sharing
mechanism” described above.

For the year ended September 30, 2018, the average active employee contribution rate was 12.5
percent of annual pay, and the City's average contribution rate was 24.89 percent of covered
payroll.

(3) Benefits

General Employees

The General Employees’ Plan provides retirement, disability, and death benefits. Retirement
benefits for general employees are calculated as 1.75 percent of the employee's average highest
compensation over any 5 years of credited service out of the last 10 years prior to termination or
retirement times the employee's years of service. General employees may retire on the first day
of the month coincident with or next following the earlier of: (1) age 62 and 5 years of credited
service, or (2) when the age plus credited service equals 75 percent. General employees may retire
early at age 55 and 10 years of credited service. All employees are eligible for non-duty disability
benefits after 10 years of service and for duty-related disability benefits upon hire. Disability
retirement benefits are determined in the same manner as retirement benefits but are payable
immediately without an actuarial reduction. Death benefits are available to Members with 10 or

46



City oF Miami SPRINGS, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2018
EMPLOYEE RETIREMENT PLANS (CONTINUED)
(3) Benefits (Continued)
more years of credited service, the Beneficiary will receive the member's accrued Normal

Retirement Benefit. An employee who leaves City service may withdraw his or her contributions
plus any accumulated interest.

Employees covered by benefit terms.

At September 30, 2017, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 91
Inactive employees entitled to but not yet receiving benefits 6
Active employees 70

167

Police & Firefighters

The Police & Firefighters Plan provides retirement, disability, and death benefits. Retirement
benefits for Police employees within 3 years of normal retirement eligibility on October 12, 2014
are frozen at 3.5 percent of Average Monthly Earnings (AME) as of October 12, 2014 with no cap.
Members hired before October 12, 2014 that were not within 3 years of normal retirement will
receive benefit accruals of 3.5 percent of AME for each year of credited service up to 20 years and
3 percent of AME for each year thereafter. The maximum benefit is 85% of AME. Members hired
on or after October 12, 2014 receive a benefit of 2.5 percent of AME per year of credited service.
The maximum benefit is 70% of AME. The minimum benefit is 2 percent per year of service.

Police employees hired before October 12, 2014, may retire on the first day of the month coincident
with or next following the earlier of: (1) age 55 and 10 years of credited service, or (2) 20 years of
credited service regardless of age. Police employees hired after October 12, 2014, may retire on
the first day of the month coincident with or next following the earlier of: (1) age 55 and 10 years of
credited service, or (2) age 52 and 25 years of credited service. Police employees are eligible for
non-duty disability benefits after 10 years of service and for duty-related disability benefits upon
hire. Disability retirement benefits are determined in the same manner as retirement benefits but
are payable immediately without an actuarial reduction. Death benefits are available to Members
who die as a direct result of an occurrence arising in the line of duty to the City regardless of
credited service. An employee who leaves City service may withdraw his or her contributions, plus
any accumulated interest.
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Employees covered by benefit terms

At September 30, 2017, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 46
Inactive employees entitled to but not yet receiving benefits 3
Active employees _ 35

__ 84

Net Pension Liability

The City's net pension liability was measured as of September 30, 2017, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
that date.

General Employees

Actuarial assumptions

The total pension liability in the September 30, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.0 percent

Salary increases 4% to 8% percent, depending on service,
including inflation

Investment rate of return 7.50 percent

Mortality rates were based on the RP-2000 Combined Healthy Participant Mortality Table for Males
and Females, with mortality improvement projected to all future years after 2000 using Scale BB.
The actuarial assumptions used in the September 30, 2017 valuation were based on the results of
an actuarial experience study for the period October 1, 2016-September 30, 2017.

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 real rates of return
(expected returns, net of pension plan investment expense 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. The target allocation and best estimates of arithmetic real rates of return
for each major asset class are summarized in the following table:
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General Employees (Continued)

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Domestic equity 50% 7.5%
International equity 10 8.5
Fixed income 32.5 25
Real estate 7.5 4.5

Total 100%

Discount rate

The discount rate used to measure the total pension liability was 7.5 percent. The projection of
cash flows used to determine the discount rate assumed that employee contributions will be made
at the current contribution rate and that City contributions will be made at rates equal to the
difference between actuarially determined contribution rates and the employee rate. Based on
those assumptions, the pension plan's fiduciary net position was projected to be available to make
all projected future benefit payments of current active and inactive employees. Therefore, the long-
term expected rate of return on pension plan investments (7.5%) was applied to all periods of
projected benefit payments to determine the total pension liability.
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Changes in the Net Pension Liability

Increase (Decrease)

Total Plan Fiduciary Net
Pension Net Pension
Liability Position Liability
(a) (b) (a) - (b)
Balances at 09/30/16 $18,326,833 $18,089,807  $237,026
Changes for the year:
Service cost 425,585 - 425,585
Interest 1,346,316 - 1,346,316
Differences between expected and 603,966 603,966
actual experience
Changes of assumptions 347,759 - 347,759
Contributions—employer - 338,551 (338,551)
Contributions—employee - 283,972  (283,972)
Net investment income - 2,021,370 (2,021,370)
Benefit payments, including (1,603,073) (1,603,073) -
refunds of employee contributions
Administrative expense - (83,952) 83,952
Net changes 1,120,553 956,868 163,685
Balances at 9/30/17 $19,447,386 $19,046,675  $400,711

Plan fiduciary net position as a percentage of
the total pension liability...........ccoooiiii 97.94%

Covered payroll...... ... $3,124,004

Net pension liability as a percentage of covered
PAYIOIL. . 12.83%

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 discount rate of 7.50
percent, as well as what the City's net pension liability would be if it were calculated using a discount
rate that is 1-percentage-point lower (6.50 percent) or 1-percentage-point higher (8.50 percent)
than the current rate:
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8. EMPLOYEE RETIREMENT PLANS (CONTINUED)

General Employees (Continued)

Current
1% Decrease Discount 1% Increase
(6.50%) Rate (7.50%) (8.50%)
City's net pension liability $2,325,395 $400,711 $(1,218,545)

Pension plan fiduciary net position.

Detailed information about the pension plan's fiduciary net position is available in the separately
issued financial report.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended September 30, 2018, the City recognized pension expense of $353,472. At
September 30, 2018, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual $ 417614 $ -
experience
Contributions subsequent to the
measurement date 420,570 -
Changes of assumptions 227,842 -
Net difference between projected and actual
earnings on pension plan investments - 751,675
Total $ 1,066,026 $ 751,675
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General Employees (Continued)

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

Year ended 9/30:

2019 $ 505,530
2020 173,876
2021 (225,837)
2022 (139,218)
2023 -

Thereafter -

Total $ (314,351)

Police & Firefighters

Actuarial assumptions

The total pension liability in the September 30, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 3.0 percent
Salary increases 4% to 10%, depending on age, including
inflation

Investment rate of return 7.5 percent

Mortality rates were based on the RP-2000 Combined Healthy Participant Mortality Table (for pre-
retirement mortality) and the RP-2000 Mortality Table for Annuitants (for post-retirement mortality),
with mortality improvements projected to all future years after 2000 using Scale BB. For Males,
the base mortality rates include a 90% blue collar adjustment and a 10% white collar adjustment.
For Females, the base mortality rates include a 100% white collar adjustment. These are the same
rates currently in use for Special Risk Class members of the Florida Retirement System (FRS), as
mandated by Florida Statutes Chapter 112.63.

The following changes occurred subsequent to the September 30, 2017 measurement date:

Ordinance No. 1094-2017 was adopted on October 9, 2017, changing the member contribution
rate as well as the allowable use of annual Chapter 185 premium tax revenue. The impact of the
Ordinance was measured in the Actuarial Impact Statement dated September 25, 2017.
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Police & Firefighters (Continued)

Actuarial assumptions (Continued)

The Board also adopted the assumption changes outlined in the Experience Study dated December
22, 2017 (including a change in the investment return assumption to 7.0%). The updated
assumptions increased the Plan’s Net Pension Liability by $1,432,345 as of October 1, 2017, as
measured in the October 1, 2017 Actuarial Valuation Report.

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 real rates of return
(expected returns, net of pension plan investment expense 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.

The target allocation and best estimates of arithmetic real rates of return for each major asset
class are summarized in the following table:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
Domestic equity 50% 7.5%
International equity 10 8.5
Fixed income 32.5 25
Real estate 7.5 4.5

Total 100%

Discount rate

The discount rate used to measure the total pension liability was 7.5 percent. The projection of
cash flows used to determine the discount rate assumed that employee contributions will be made
at the current contribution rate and that City contributions will be made at rates equal to the
difference between actuarially determined contribution rates and the employee rate. Based on
those assumptions, the pension plan's fiduciary net position was projected to be available to make
all projected future benefit payments of current active and inactive employees.

Therefore, the long-term expected rate of return on pension plan investments (7.5%) was applied
to all periods of projected benefit payments to determine the total pension liability.
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8. EMPLOYEE RETIREMENT PLANS (CONTINUED)

Police & Firefighters (Continued)

Changes in the Net Pension Liability

Increase (Decrease)

Total Plan Fiduciary Net
Pension Net Pension
Liability Position Liability
(a) (b) (a) - (b)
Balances at 09/30/16 $30,993,624 $28,740,140 $2,253,484
Changes for the year:
Service cost 590,908 - 590,908
Interest 2,262,208 - 2,262,208
Changes in benefit terms - -
Differences between expected and (56,808) (56,808)
actual experience
Changes of assumptions (11,268) - (11,268)
Contributions—employer (from city) - 678,763 (678,763)
Contributions-employer (from state) - 120,798 (120,798)
Contributions—employee - 381,489 (381,489)
Net investment income - 3,331,989 (3,331,989)

Benefit payments, including refunds (2,843,509) (2,843,509) -
of employee contributions

Administrative expense - (76,677) 76,677
Other changes 5,585 - 5,585
Net changes (52,884) 1,592,853 (1.645.,737)
Balances at 9/30/17 $30,940,740 $30,332,993 $607,747

Plan fiduciary net position as a percentage of
the total pension liability.............oooiii 98.04%

Covered payroll...........cc.oiiiiiii e $2,543,260

Net pension liability as a percentage of covered
PAYIONL . .. 23.9%
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EMPLOYEE RETIREMENT PLANS (CONTINUED)

Police & Firefighters (Continued)

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 discount rate of 7.5
percent, as well as what the City’s net pension liability would be if it were calculated using a discount
rate that is 1-percentage-point lower (6.5 percent) or 1-percentage-point higher (8.5 percent) than
the current rate:

Current
1% Decrease Discount 1% Increase
(6.50%) Rate (7.50%) (8.50%)
City’s net pension liability (asset) $3,813,641 $607,747 $(2,083,933)

Pension plan fiduciary net position

Detailed information about the pension plan's fiduciary net position is available in the separately
issued financial report.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended September 30, 2018 the City recognized pension expense of $(68,880). At
September 30, 2018, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual $ -3 60,871
experience
Contributions subsequent to the
measurement date 746,806 -
Changes of assumptions - 7,954
Net difference between projected and actual
earnings on pension plan investments - 1,319,821
Total $ 746,806 $ 1,388,646
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EMPLOYEE RETIREMENT PLANS (CONTINUED)

Police & Firefighters (Continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions (Continued)

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

Year ended 9/30:

2019 $ 252,072
2020 (253,119)
2021 (395,846)
2022 (244,947)
202 -
Thereafter -
Total $ (641,840)

(5) DROP Program

On October 8, 2001, the General Employees Retirement Plan adopted a Deferred Retirement
Option Program (“DROP”) for participants who are eligible to receive normal retirement.
Eligible members may participate by applying to the Board.

On February 9, 1998, the Police and Firefighters Pension Plan adopted a DROP for participants
who are eligible to receive normal retirement and have either attained age 55

with ten years of continuous service, or have completed 25 years of service. Eligible members
may participate by applying to the Board.

For Police & Firefighters’, eligibility to participate shall be forfeited if not exercised within the
first 29 years of service. However, participation will be permitted for those members with more
than 27 years of service as of January 1, 1998.

Upon a member’s election to participate in the DROP, that member shall cease to be a member
his or her respective Plan and shall be precluded from any additional benefits under the Plan;
accordingly, that member shall be considered retired.

Monthly retirement benefits that would have been payable had the member retired and elected
to receive monthly pension payments will be paid into the DROP and credited to the retired
member. Payments into the DROP are made monthly for the period the retired member
participates in the DROP, up to a maximum of 60 months.

Payments into the DROP will earn the same return as earned by the remainder of the Plan
assets.
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EMPLOYEE RETIREMENT PLANS (CONTINUED)

(5) DROP Program (Continued)

Upon termination of employment, participants in the DROP have the option of receiving the
balance of their account either in a lump sum distribution or in any other form of payment
selected by the participant, approved by the Board and conforming to applicable laws.

(6) Defined Contribution Plan

The City of Miami Springs 401(a) Money Purchase Plan is a defined contribution plan
established by the City to provide benefits at retirement for certain employees of upper
management. At September 30, 2018, there were three plan members, the City Manager, the
Police Chief, and the Human Resources Director. The City is required to contribute on behalf
of each participant 14.89% of earnings for the plan year. Participants are not permitted to make
contributions. City contributions fully vest in the year they are contributed. Plan provisions and
contribution requirements are established and may be amended by the City Council.

The plan assets are administered by ICMA Retirement Corp. Participants are mailed quarterly
statements or can obtain daily account balances through the Internet. The City does not
exercise any control over the plan assets. Contributions were approximately $52,722 for the
fiscal year ended September 30, 2018.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions and natural disasters for which the City carries commercial insurance.
There have been no reductions in insurance coverage from coverages in the prior year and there
have been no claims settled which have exceeded insurance coverage for each of the past three
years.

Liability Insurance

The public liability program is designed to cover all public liability type claims incurred, subject to
the limitation established by the State of Florida Waiver of Sovereign Immunity Act. Insurance
coverage is primarily provided by the Florida Municipal Liability Insurance Program supplemented
by other policies and outside carriers. The City's deductible portion of liability claims and premiums
paid to insurers are charged to the funds as incurred.

Workmen’s Compensation

The City is fully insured for workmen’s compensation by the Florida League of Cities and pays
premiums for new claims on a quarterly basis.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

Plan Description. City of Miami Springs (“the City”) administers a single-employer defined benefit
healthcare plan (“the Plan”) that provides postretirement medical and dental coverage to retirees
as well as their eligible spouses and dependents. Benefits are provided through the City’s group
health insurance plan. The Plan does not issue a publicly available financial report.
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POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (CONTINUED)

Eligibility: Any employee of the City of Miami Springs who satisfies the Vesting, Disability, Early or
Normal Retirement provisions of the applicable Retirement Plans may be eligible for certain post-
employment benefits. Following presents the eligibility requirements for retirement under the City's
three Retirement Plans: Police and Firemen Pension Plan, General Employees Pension Plan and
General Employees 401(a).

Vesting retirement: General Employees: Members become fully vested after 5 years of credited
service. Police Officers: Members become fully vested after 5 years of credited service. However,
with respect to all groups, there are no OPEB benefits available after termination of employment,
unless employee satisfies eligibility requirements for any other retirement benefits listed below.

Disability retirement: General Employees: Members are eligible for a non-duty disability pension
after 10 years of creditable service. For duty disability, there is no service credit requirement. Police
Officers: Members are eligible for a non-duty disability pension after 10 years of creditable service.
For duty disability, there is no service credit requirement.

Early retirement: General Employees: The attainment of age 55 with 10 years of creditable service.
Police Officers: The attainment of age 50 with 10 years of creditable service.

Normal retirement: General Employees: The earliest of the attainment of age of 62 with 5 years of
creditable service or when age plus service equals 75 years. Police Officers: Members hired before
October 12, 2014: The earliest of the attainment of age 55 with 10 years of service or 20 years of
service regardless of age. Members hired on or after October 12, 2014: The earliest of the
attainment of age 55 with 10 years of service or age 52 with 25 years of service.

DROP retirement: General Employees and Police Officers: The Deferred Retirement Option
Program (DROP) is available to Members of Pension Plans at the attainment of the applicable
Normal Retirement Age. While in DROP, participants receive coverage as active employees with
eligibility for OPEB immediately after actual retirement.

DC Plan participants: There are no age or service requirements that must be met to "retire" under
the provisions of the Defined Contribution (DC) Plan. However, to be eligible for OPEB, employees
must meet requirements applicable to similarly situated participants of the Pension Plan. The post-
employment benefits include (a) continued coverage for the retiree and dependent in the
Medical/Prescription, (b) continued coverage under the Dental Plan and (c) continued coverage
under the Vision Plan.

Health-Related Benefits: Eligible retirees may choose among the same Medical Plan options
available for active employees of the City. Dependents of retirees may be covered at the retirees’
option the same as dependents of active employees. Prescription Drug coverage is automatically
extended to retirees and their dependents who continue coverage under any one of the Medical
Plan options. Covered retirees and their dependents are subject to all the same Medical and
Prescription Drugs benefits and rules for coverage as are active employees. Retirees and their
dependents who attain age 65 are not required to enroll in Part B under Medicare in order to remain
covered under the program. The Plan pays as secondary only for those actually enrolled in Parts
A and B.
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Health-Related Benefits (Continued):

Continued coverage in the City's Dental and Vision Plans is available to all retirees and their
dependents under the same terms as active employees.

Results presented in this report are based on the healthcare plan design in effect as of October 1,
2017.

Retiree Contributions for Medical/Prescription Benefits: All retirees must pay the required premium
in order to continue coverage for themselves and/or their dependents after retirement. The stated
policy is that premium contribution required from retirees is equal to the blended group rate.

Survivorship Benefits: No benefit (other than COBRA coverage) is offered to surviving dependents
of either active employees or retirees.

Dental and Vision Plans: Dental and vision benefits for retirees and their dependents are voluntary
and fully paid by the employee. Consequently, dental and vision benefits are not Employer-provided
in any sense and are not considered as other post-employment benefits for the purposes of GASB
Statement No. 75.

COBRA Benefits: Former employees, retirees and dependents may be eligible for extended
benefits under COBRA, regardless of the terms of the employer's other post-employment benefits.
COBRA benefits are not considered as other post-employment benefits for the purposes of GASB
Statement No. 75.

Life Insurance: General Employee retirees may also continue after retirement their participation in
the Employer-sponsored life insurance policy. The benefit is 100% of salary until age 65,
whereupon the policy drops to $ 5,000. There is no cost to retiree.

Termination and Amendment: The post-employment benefits are extended to retirees and
continued at the discretion of the City, which reserves the right (subject to State Statute and any
collective bargaining agreements) to change or terminate benefits and to change contributions
required from retirees in the future as circumstances change.

The postretirement medical and dental benefits are currently funded on a pay-as-you go basis
(i.e., City funds on a cash basis as benefits are paid). No assets have been segregated and
restricted to provide postretirement benefits.

Employees covered by benefit terms:

At September 30, 2017, the following employees were covered by the benefit terms:

Inactive Plan Members or beneficiaries currently receiving benefits 64
Active Plan members 123
Total Plan Members 187
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Total OPEB Liability

The Plan’s total OPEB liability of $2,662,511 was measured as of September 30, 2017, and was
determined by an actuarial valuation as of that date.

Actuarial assumptions and other inputs

The total OPEB liability in the September 30, 2017 actuarial valuation was determined
using the following actuarial assumptions and other inputs, applied to all periods included
in the measurement unless otherwise specified.

Actuarial valuation date
Measurement date
Actuarial Cost Method

Discount rate

Retirement Age

Mortality Table

Inflation Rate
Projected Salary Increases-General
Projected Salary Increases-Police

Heathcare Cost Trend Rate

Aging Factors

Expenses
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09/30/2017
09/30/2017
Entry Age Normal

3.50% (based on the daily rate of Fidelity’'s “20
Year Municipal GO AA Index” closest to but not
later than the measurement date.

Experience based table of rates that are specific
to the type of eligibility condition.

Mortality tables used in the July 1, 2016 actuarial
valuation of the Florida retirement System. They
are based on the results of a statewide experience
study covering the period 2008 through 2013.

2.5%
3.5% to 6.5% based on service includes inflation
3.25% to 9.5% based on service includes inflation

Based on the Getzen Model, with trend starting at
8.24% and gradually decreasing to an ultimate
trend rate of 4.24% plus 0.43% increase to reflect
the excise tax on High-Cost Employer Health
Plans.

Based on the 2013 SOA Study “Health Care
Costs-From Birth to Death”

Administrative expenses are included in the per
capita health costs.
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10. OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (CONTINUED)

Actuarial assumptions and other inputs (Continued)

Other Information: Changes in assumptions and other inputs include
the change in the discount rate from 3.10% as of
the beginning of the measurement period to 3.50%
as of September 30, 2017. This change is reflected
in the Schedule of Changes in Total OPEB liability.

Changes in the Total OPEB Liability

Balance at 9/30/17 $2.722.159
Changes for the year:

Service cost 112,469

Interest 86,160

Changes in assumptions and other inputs (147,733)

Benefit payments (110,544)

Net change in OPEB liability (59,648)

Balance at 9/30/18 $ 2,662,511

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

The following presents the plan’s total OPEB liability, calculated using a discount rate of 3.50%,
as well as what the Plan’s total OPEB liability would be if it were calculated using a discount rate
that is one percent lower or one percent higher:

Current Discount

1% Decrease Rate Assumption 1% Increase
2.50% 3.50% 4.50%
$3,058,112 $2,662,511 $2,344,239

Sensitivity of the total OPEB liability to the Healthcare Cost Trend Rate assumption

The following presents the plan’s total OPEB liability, calculated using a discount rate starting at
8.24%, as well as what the Plan’s total OPEB liability would be if it were calculated using the
assumed trend rates as well as what the Plan’s total OPEB liability would be if it were calculated
using a trend rate that is one percent lower or one percent higher:

Current Healthcare Cost
1% Decrease Trend Rate Assumption 1% Increase
$2,393,915 $2,662,511 $3,050,323

OPEB Expenses and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ended September 30, 2018, the City Plan recognized OPEB expenses of $169,662.
At September 30, 2018, the Plan reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:
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Deferred Outflows of Deferred Inflows of
Resources Resources
Differences between expected and actual experience $ - $ -
Changes in assumptions and other inputs - 118,766
Benefits paid after the Measurement Date 115,637 -
Total $ 115,637 $ 118,766

At the beginning of the curent measurement period, the average of the expected remaining
service lives for the purposes of recognizing the applicable deferred outflows and inflows of
resources established in the current measurement peiod is 5.1 years.

Deferred Outflows and Inflows of Resources by Year to be recognized in future OPEB expenses
are as follows:

Year Ending Net Deferred Outflows
September 30 of Resources

2019 $ 86,670

2020 (28,967)

2021 (28,967)

2022 (28,967)

2023 (2,898)

Thereafter -
Total $ (3,129)

Estimated Deferred Outflows of Resources due to benefits paid after the Measurement
Date is $115,637.

COMMITMENTS AND CONTINGENCIES
Litigation

Various suits and claims arising in the ordinary course of operations are pending against the City.
While the ultimate effect of such litigation cannot be ascertained at this time, in the opinion of legal
counsel, the City has sufficient insurance coverage to cover any claims and/or liabilities, which may
arise from such action. The effect of such losses would not materially affect the financial position
of the City or the results of its operations.

Tax-Exempt Bonds

As discussed in Note 6-Long Term Debt, the City has issued tax-exempt bonds to fund capital
projects and infrastructure. If the bonds were deemed to be taxable, then the City’s interest costs
would markedly rise. The potential increase in interest costs would only be determinable at the time
such debt was deemed taxable. The City does not, at this time, expect the tax-exempt status of the
debt to change.
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COMMITMENTS AND CONTINGENCIES (CONTINUED)

Grants

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of
the applicable funds. In the opinion of management, future disallowances of grant expenditures, if
any, would not have a material adverse effect on the City's financial condition.

Operating Leases
The City leases equipment for its Golf and Country Club Fund under non-cancelable operating

leases. Total costs for such leases were $52,632 for the fiscal year ended September 30, 2018.
The City also leases police motorcycles, office equipment and office space under non-cancelable
operating leases. Total costs for such leases were $84,255 for the fiscal year ended September
30, 2018.

The future minimum lease payments are as follows:

Year ending
September 30,

2019 $136,887

2020 136,887

2021 136,887

Total $ 410,661
SUBSEQUENT EVENTS

On November 2, 2018, the city executed a capital lease agreement with Bank of America in the
amount of $1,470,472 for the acquisition of golf maintenance equipment, police vehicles and police
software. The lease has a term of five years with a fixed interest rate of 3.0812%. The maturity date
for this line is November 2, 2023, with quarterly payments of principal and interest of $79,614.74.

On November 30, 2018, the city paid off the line of credit with Iberia Bank. The principal amount
paid was $1,500,075 plus accrued interest of approx. $5,900.
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NOTE TO BUDGETARY COMPARISON SCHEDULE
FISCAL YEAR ENDED SEPTEMBER 30, 2018

A. Budgetary Information
The following procedures are used to establish the budgetary data reflected in the financial statements:

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in
the United States.

1. Prior to July 30 of each year, the City Manager submits to the City Council a proposed operating
budget for the fiscal year commencing the following October 1. The operating budget includes
proposed expenditures and the means of financing such expenditures.

2. Public hearings are held to obtain taxpayer comments.
3. Prior to October 1, the budget is legally enacted through passage of an ordinance.

4. The level of control at which expenditures may not exceed budget is at the departmental level.
The City Council approves these levels by annual resolution. The City Manager is authorized to
transfer budgeted amounts within individual departments; any revisions that alter the total
expenditures of any appropriation center within a fund must be approved by the City Commission.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase orders,
contracts) outstanding at year-end are reported as reservations of fund balances and do not constitute
expenditures or liabilities because commitments will be re-appropriated and honored during the subsequent
year. The City legally adopts budgets for both major funds, the General Fund. The City also adopts budgets
for the Road and Transportation, the Law Enforcement Trust Fund, Senior Center, and Debt Service Funds
all of which are non-major governmental funds, as well as the business-type funds.

Appropriations lapse at year end, except for grants and shared revenues from other governmental units
which do not lapse at year-end and are only reported to the extent of revenues recognized, and
expenditures incurred for the current year. Individual amendments were not material in relation to the
original adopted budget.

The final budget includes budget transfers and supplemental appropriations, which have the effect of
adjusting the original adopted budget. General Fund supplemental appropriations amounted to $556,178
for the fiscal year ended September 30, 2018 and consist primarily of the roll-forward of encumbrances
from FY 2017, and other miscellaneous appropriations for new equipment and citywide renovations.

See Note 2 of the financial statements for an explanation of over expenditures.
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special Revenue Funds account for revenues from revenue sources which by law are
designated to finance particular functions or activities of government.

Senior Center Fund - This fund is used to account for the financial management of
programs funded under Title Il of the Older Americans Act.

Law Enforcement Trust Fund (LETF) is used to account for the resources accumulated
from the sale of forfeited property as well as federal grants, all proceeds are to be used
for law enforcement purposes only.

Road and Transportation fund is used to account for expenditures related to road and
transportation improvements.

Miami Springs Properties, Inc. fund- is a blended component unit related to the historic
tax transaction.

Debt Service Fund is used to account for the accumulation of transfers from other funds
and payment of principal and interest and fiscal charges on the City’s debt which are
payable from non-ad valorem taxes.

Capital Projects fund- is used to account for city-wide construction projects.
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City oF Miami SPRINGS, FLORIDA
STATISTICAL SECTION

This part of the City of Miami Spring’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.

Contents
Page

Financial Trends 80-84
These schedules contain trend information to help the reader understand how the City’s
financial performance and well-being have changed over time.

Revenue Capacity 85-88
These schedules contain information to help the reader assess the City’s most significant
local revenue source, the property tax.

Debt Capacity 89-93
These schedules contain 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

future.

Demographic and Economic Information 94-95
These schedules offer demographic and economic indicators to help the reader understand
the environment within which the City’s financial activities take place.

Operating Information 96-98
These schedules contain service and infrastructure data to help the reader understand

how the information in the city’s financial report 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 years.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members of the Council
City of Miami Springs, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States, the financial statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City, as of and for the fiscal year ended September 30, 2018, and the related notes
to the financial statements, which collectively comprise the City’s basic financial statements, and have issued our report thereon
dated February 25, 2019.

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) to determine the 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 was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial statement amounts. 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 honcompliance 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 City’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 City’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Caballero Fierman Llorena & Garer, LLP

Caballero Fierman Llerena & Garcia, LLP
Coral Gables, Florida
February 25, 2019
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR IT’'S MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Honorable Mayor and Members of the City Council
City of Miami Springs, Florida

Report on Compliance for It’'s Major Federal Program

We have audited the City of Miami Springs’ (the “City”) compliance with the types of compliance requirements described in the
OMB Compliance Supplement that could have a direct and material effect on the City’s major federal program for the fiscal year
ended September 30, 2018. The City’s major federal program is 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 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 the City’s major federal program 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 Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 the City’s 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 its major federal program for the fiscal year ended September 30, 2018.

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 the major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion
on compliance for the 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.
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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.

Caballoro Frerman Llorena & fdﬁ&/a, LUP

Caballero Fierman Llerena & Garcia, LLP
Coral Gables, Florida
February 25, 2019
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City oF Miami SPRINGS, FLORIDA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FISCAL YEAR ENDED SEPTEMBER 30, 2018

Federal Grantor/Pass-Through Grantor/Program Title

Department of Homeland Security
Federal Emergency Management Agency
Public Assistance Grants

U.S. Department of Health and Human Services
Indirect Programs-Passed through the Alliance for Aging:

Title 1ll, Part C Nutrition Services

Total U.S. Department of Health and Human Services

U.S. Department of Transportation

Indirect Programs-Passed through the Florida Department of Transportation:

Highway Planning & Construction-federal-Aid Highway Program

Total U.S. Department of Transportation

U.S. Department of Agriculture
Indirect Programs-Passed through the Alliance for Aging:

Nutrition Service Incentive Program
Total U.S. Department of Agriculture
U.S. Department of Justice
Direct Programs:
Federal Equitable Sharing

Total U.S. Department of Justice

TOTAL EXPENDITURES OF FEDERAL AWARDS
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Federal
CFDA
Number Contract #
97.036
93.045 AA-1805

AA-1705

20.205 FPN434685-1/Contract# GODOO

95-053 US-1845
US-1745
16.000 N/A

Expenditures

8 2,047,847

149,115
26,554

175,669

681,680

681,680

21,146
6,370
27,516

7,178
7,178

_8 2.080.800



CITY OF MIAMI SPRINGS, FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FISCAL YEAR ENDED SEPTEMBER 30, 2018

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award activity
of the City under programs of the federal government for the fiscal year ended September 30, 2018. 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). 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 position or cash flows of the City.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures
are not allowable or are limited as to reimbursement, except for the Equitable Sharing programs for Justice which

follow, Guide to Equitable Sharing for Foreign Countries and Federal, State, and local Law Enforcement Agencies.
Pass-through entity identifying numbers are presented where available.

NOTE 3 - INDIRECT COST RATE

The City has elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance.
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CITY OF MIAMI SPRINGS, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018

SECTION | - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued: Unmodified Opinion
Internal control over financial reporting:
Material weakness(es) identified? Yes X No
Significant deficiencies identified? Yes X None reported

Noncompliance material to financial
statements noted? Yes X No
Federal Awards
Internal control over major federal awards:
Material weakness(es) identified? Yes X No

Significant deficiencies identified? Yes X None Reported

Type of auditors’ report issued on compliance for
major federal programs:
Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? Yes X No

Identification of major federal program:

CFDA No. Federal Program or Cluster

97.036 Department of Homeland Security Federal Emergency
Management Agency Public Assistance Grants

Dollar threshold used to distinguish between Type A
and Type B programs: $750,000

Auditee qualified as low risk auditee? Yes X No
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CITY OF MIAMI SPRINGS, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FISCAL YEAR ENDED SEPTEMBER 30, 2018

SECTION II - FINANCIAL STATEMENT FINDINGS

None.

SECTION IIl - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

None.
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CITY OF MIAMI SPRINGS, FLORIDA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FISCAL YEAR ENDED SEPTEMBER 30, 2018

I. PRIOR YEAR FINANCIAL STATEMENT FINDINGS

None.

Il. PRIOR YEAR FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

None.

lll. PRIOR YEAR STATE PROJECTS AND QUESTIONED COSTS

None.
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MANAGEMENT LETTER IN ACCORDANCE WITH THE RULES
OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA

Honorable Mayor and Members of the City Council
City of Miami Springs, Florida

Report on the Financial Statements

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Miami Springs, Florida (the “City”), as of and for the fiscal
year ended September 30, 2018, and have issued our report thereon dated February 25, 2019.

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 for Federal Awards (Uniform Guidance); and
Chapter 10.550, Rules of the 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; Schedule of Findings and Questioned Costs; and Independent Accountant’s Report on an
examination 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 25, 2019, should be considered in conjunction with this management letter.

Prior Audit Findings

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

Official Title and Legal Authority
Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal authority for the
primary government and each component unit of the reporting entity be disclosed in this management letter, unless

disclosed in the notes to the financial statements. This information has been disclosed in the notes 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 to identify 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 for the City. It is management'’s responsibility to monitor the City’s financial condition, and our
financial condition assessment was based in part on representations made by management and the review of financial
information provided by same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any recommendations to improve
financial management. In connection with our audit, we did not have any such recommendations.

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 other granting

agencies, the City Council and applicable management, and is not intended to be and should not be used by anyone
other than these specified parties.

Caballero Fierman Llorena & Garer, LLP

Caballero Fierman Llerena & Garcia, LLP
Coral Gables, Florida
February 25, 2019
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH THE REQUIREMENTS OF SECTION
218.415 FLORIDA STATUTES

Honorable Mayor and Members of the City Council
City of Miami Springs, Florida

We have examined the City of Miami Springs’ (the “City”) compliance with the requirements of Section 218.415 Florida
Statutes during the period of October 1, 2017 to September 30, 2018. Management of the City is responsible for the
City’s compliance with the specified requirements. Our responsibility is to express an opinion on the City’s compliance
with the specified requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. Those standards require that we plan and perform the examination to obtain reasonable
assurance about whether the City complied, in all material respects, with the specified requirements referenced above.
An examination involves performing procedures to obtain evidence about whether the City complied with the specified
requirements. The nature, timing, and extent of the procedures selected depend on our judgment, including an
assessment of the risks of material noncompliance, whether due to fraud or error. We believe that the evidence we
obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

Our examination does not provide a legal determination on the City's compliance with specified requirements. In our
opinion, the City complied, in all material respects, with the requirements of Section 218.415 Florida Statutes during
the period of October 1, 2017 to September 30, 2018.

This report is intended solely for the information and use of management, the Mayor, the City Council, others within the
City and the Auditor General of the State of Florida and is not intended to be and should not be used by anyone other
than these specified parties.

Caballoro Frerman Llorena & yam/&, P

Caballero Fierman Llerena & Garcia, LLP
Coral Gables, Florida
February 25, 2019
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