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Members of the Town Council
Town of Esto
Esto, 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 Town of Esto, Florida, as of and for the year ended September 30, 2018, and the related
notes to the financial statements, which collectively comprise Town of Esto, Florida’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.

Auditor’s Responsibility

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Esto,
Florida as of September 30, 2018, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing 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 statement
in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statement is not affected by this missing information.

BRUNSON, WILKERSON, BOWDEN & ASSOCIATES, P.C.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
July 29, 2021, on our consideration of the Town of Esto, Florida’s internal control over financial
reporting on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that reportis to solely 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 Town of Esto, Florida’s internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing 5 tandards in considering the Town of Esto,
Florida’s internal control over financial reporting and compliance.

Ruumwott Wiauasie, Buwden € esouatie P&
July 29, 2021 Brunson, Wilkerson, Bowden & Associates, P.C.
Enterprise, Alabama

BRUNSON, WILKERSON, BOWDEN & ASSOCIATES, P.C.



Town of Esto

Esto, Florida
Statement of Net Position
September 30, 2018
Governmental Business-Type
Activities Activities Total
ASSETS
Cash $ 26,085 % 235 % 28,441
Investments 94,115 94,115
Accounts Receivable 4,983 4,983
Due From Other Governments 6,235 6,235
Other Receivables 1,139 1,139
Noncurrent Restricted Assets 11,708 11,708
Capital Assets Not Being Depreciated 57,762 1,250 59,012
Other Capital Assets, Net 702,023 1,571,668 2,273,691
Total Assets $ 887359 % 1,591,965 $ 2,479,324
LIABILITIES
Accounts Payable and Accrued Liabilities $ 3,612 % 4044 % 7,656
Customer Deposits 11,708 11,708
Bonds, Notes Payable
Due in One Year 8,035 4,298 12,333
Due in More Than One Year 19,586 42,699 62,285
Total Liabilities $ 31,233 $ 62,749 % 93,982
NET POSITION
Net Investment in Capital Assets $ 732,164 % 1,525,921  $ 2,258,085
Restricted for Other Purposes 11,708 11,708
Unrestricted 123,962 ( 8,413) 115,549
Total Net Position $ 856,126 % 1529216 % 2,385,342

See accompanying notes to financial statements.
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Town of Esto
Esto, Florida
Balance Sheet
Governmental Funds

September 30, 2018
Other
Governmental
General Funds Total
ASSETS
Cash $ 17,373  $ 8712 % 26,085
Investiments 94,115 - 94,115
Due From Other Governments 6,235 6,235
Other Receivables ~ 1,139 1,139
TOTAL ASSETS $ 117,723 % 9851 % 127,574
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable and Accrued Expenses $ 3274  $ 338§ 3,612
Total Liabilities $ 3274 % 338 % 3,612
Fund Balances
Nonspendable $ - § - 8 -
Restricted - - E
Committed - - -
Assigned - 4,232 4,232
Unassigned 114,449 5,281 119,730
Total Fund Balances $ 114,449 % 9513 % 123,962
TOTAL LIABILITIES
AND FUND BALANCES
$ 117,723  $ 9851 % 127,574

See accompanying notes to financial statements.



Town of Esto
Esto, Florida
Reconciliation of the Governmental Fund Balance Sheet
to the Statement of Net Position
September 30, 2018

Total fund balances for governmental funds $ 123,962

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

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds. (See Note 6) 759,785

Long-term liabilities, including bonds payable, and deferred outflows of resources
are not due and payable in the current period and, therefore, are not reported as
liabilities in governmental funds.

Long-Term Debt (See Note 7 ' 27,621)
g (

Total Net Position of Governmental Activities $ 856,126

See accompanying notes to financial statements.



Town of Esto
Esto, Florida
Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental Funds
For the Year Ended September 30, 2018

Other
Governmental
General Funds Total
REVENUES
Taxes $ 63,809 $ $ 63,809
Licenses and Permits 18,233 18,233
Intergovernmental 12,275 10,661 22,936
Charges for Services 4,959 4,959
Grants 36,500 36,500
Miscellaneous 80 3,207 3,287
Total Revenues $ 135,856 % 13,868 $ 149,724
EXPENDITURES
General Government $ 91,946 $ $ 91,946
Public Safety 1,000 16,384 17,384
Highways and Streets 14,755 1,120 15,875
Culture and Recreation 15,541 399 15,940
Capital Outlay 25,160 25,160
Debt Service
Principal Retirement 8,685 8,685
Interest 951 951
Total Expenditures $ 158,038 % 17,903 % 175,941
EXCESS (DEFICIENCY) OF
REVENUES (UNDER) EXPENDITURES $ ( 22,182) $ 4035 $ ( 26,217)
OTHER FINANCING SOURCES
(USES)
Interest Income $ 935 $ $ 935
Insurance Proceeds 1,168 1,168
Proceeds From Debt 25,160 25,160
Total Other Financing Sources
(Uses) $ 27,263 $ $ 27,263
NET CHANGE IN FUND BALANCE $ 5081 $ ( 4,035) $ 1,046
FUND BALANCE - BEGINNING $ 109,368 % 13548 % 122,916
FUND BALANCE - ENDING $ 114,449 $ 9513 % 123,962

See accompanying notes to financial statements.



Town of Esto
Esto, Florida
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Fund to the Statement of Activities
For the Year Ended September 30, 2018

Net change in fund balances -- total governmental funds $ 1,046

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

Capital outlay, reported as expenditures in governmental funds,
is shown as capital assets in the Statement of Net Position. 25,160

Depreciation expense on governmental capital assets is included
in the governmental activities in the Statement of Activities. ( 55,519)

Issuance of long-term debt provides current financial resources to

governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has an effect on net position. The details of these differences
in the treatment of long-term debt and related items are as follows:

Debt Proceeds ( 25,160)
Principal Repayment 8,685
Change in net position of governmental activities $ ( 45,788)

See accompanying notes to financial statements.



Town of Esto
Esto, Florida
Statement of Revenues, Expenditures, and Changes in Fund Balance -
Budget to Actual - General Fund
For the Year Ended September 30, 2018

Original Final Actual Amounts
Budget Budget (GAAP Basis)
REVENUES
Taxes $ 55,911 $ 55,911 $ 63,809
Licenses and Permits 18,200 18,200 18,233
Intergovernmental 12,173 12,173 12,275
Charges for Services 4,295 4,295 4,959
Grants 36,500
Miscellaneous 1,200 1,200 80
Total Operating Revenues $ 91,779  § 91,779  § 135,856
EXPENDITURES
General Government $ 58,401 $ 58,401 $ 91,946
Public Safety 14,983 14,983 1,000
Highways and Streets 13,284 13,284 14,755
Culture and Recreation 9,694 9,694 15,541
Capital Outlay 25,160
Debt Service
Principal Retirement 5,017 5,017 8,685
Interest 951
Total Expenditures $ 101,379  $ 101,379 % 158,038
EXCESS (DEFICIENCY) OF
REVENUES (UNDER) EXPENDITURES  $ ( 9,600) $ ( 19,6000 $ ( 22,182)
OTHER FINANCING SOURCES
(USES)
Interest Income $ $ $ 935
Insurance Proceeds 1,168
Proceeds From Debt 25,160
Total Other Financing Sources
(Uses) $ $ $ 27,263
NET CHANGE IN FUND BALANCE $ ( - 9600) $ ( 9,600) $ 5,081
FUND BALANCE - BEGINNING $ $ - % 109,368
FUND BALANCE - ENDING $ ( 9,600) § ( 9,600) 5 114,449

See accompanying notes to financial statements.

Variance With

$ (

Final
Budget

7,898
33
102
664
36,500
1,120)

44,077
33,545)
13,983
1,471)
5,847)
25,160)

3,668)
951

56,659)
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Town of Esto
Esto, Florida
Statement of Net Position -
Proprietary Fund
September 30, 2018

ASSETS

Current Assets
Cash and Cash Equivalents
Accounts Receivable

Total Current Assets

Noncurrent Assets
Restricted Cash and Cash Equivalents
Capital Assets:
Land
Property, Plant and Equipment
Less: Accumulated Depreciation

Total Noncurrent Assets
Total Assets
LIABILITIES

Current Liabilities
Accounts Payable
Current Portion of Notes Payable

Total Current Liabilities

Noncurrent Liabilities
Notes Payable
Customer Deposits

Total Noncurrent Liabilities
Total Liabilities

NET POSITION
Net Investment in Capital Assets
Restricted:
Other Purposes
Unrestricted (Deficit)

Total Net Position

See accompanying notes to financial statements.
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Town of Esto
Esto, Florida
Statement of Revenues, Expenses and Changes in Net Position -
Proprietary Fund
For the Year Ended September 30, 2018

OPERATING REVENUES
Charges for Services $ 60,263
Total Operating Revenues $ 60,263
OPERATING EXPENSES
Advertising $ 1,318
Communication 193
Contracted Services 1,346
Depreciation 41,528
Insurance 5
Maintenance and Repairs 6,755
Miscellaneous 3,217
Office Expenses 3,554
Payroll Taxes 4,657
Postage 405
Salaries and Benefits 27,555
Small Tools and Supplies 1,854
Utility Service 4,042
Water Operator 6,000
Total Operating Expenses $ 102,429
OPERATING INCOME (LOSS) $ ( 42,166)
NON-OPERATING EXPENSE
Interest Expense $ ( 601)
Total Non-Operating (Expenses) $ ( 601)
NET LOSS $ | 42,767)
NET POSITION - BEGINNING $ 1,571,983
NET POSITION - ENDING $ 1,529,216

See accompanying notes to financial statements.
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Town of Esto
Esto, Florida
Statement of Cash Flows -
Proprietary Fund
For the Year Ended September 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers $
Cash Paid to Suppliers
Cash Paid to Employees

Net Cash Provided By Operating Activities $

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Debt Proceeds
Principal Paid on Debt
Interest Paid on Debt
Acquisition of Fixed Assets

Net Cash Provided By Capital and Related
Financing Activities $

Net Increase In Cash and Cash Equivalents $
CASH AND CASH EQUIVALENTS - BEGINNING
CASH AND CASH EQUIVALENTS - ENDING $
RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO THE STATEMENT OF NET POSITION -
PROPRIETARY FUND

Cash and Cash Equivalents in Current Assets $
Restricted Cash and Cash Equivalents in Noncurrent Assets

TOTAL CASH AND CASH EQUIVALENTS - ENDING $

See accompanying notes to financial statements.
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Town of Esto
Esto, Florida
Statement of Cash Flows -
Proprietary Fund
For the Year Ended September 30, 2018

Reconciliation of Operating Loss to Net Cash
Provided by Operating Activities

OPERATING LOSS $ ( 42,166)
ADJUSTMENTS
Depreciation 41,528
Changes in Assets and Liabilities
(Increase) Decrease in Accounts and Other Receivables ( 1,517)
Increase (Decrease) in Accounts Payable 2,616
Increase (Decrease) in Customer Deposits 985
NET CASH PROVIDED BY
OPERATING ACTIVITIES $ 1,446

See accompanying notes to financial statements.
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Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies

The financial statements of the Town of Esto, Florida (the “Town”) have been prepared
in accordance with accounting principles generally accepted in the United States of America
(“GAAP”) applicable to state and local governments. The Governmental Accounting Standards
Board (“GASB”) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The more significant accounting and reporting policies and
practices used by the Town are described below.

A.

Reporting Entity

The Town of Esto, Florida was incorporated under Chapter 11778 (No. 443) Laws of
Florida, Extraordinary Legislative Session in 1963. The Town operates under a
Council form of Government. The Town is governed by an elected five-member
council. The Town provides such services as are allowed under Florida law,
including public safety (fire), culture, recreation, streets, water utilities and general
administrative services.

The Town  Esto, Florida Utility Department - The Town of Esto, Florida Utility
Department serves citizens of the government and is governed by a board which is
the same as the Town’s governing body. The rates for user charges and bond
issuance authorizations are approved by the Town council and the legal liability for
the general obligation portion of the Department’s debt remains with the Town. The
Department is reported as a proprietary fund. The Town provides water services to
approximately 150 customers.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Town’s basic financial statements include both government-wide (reporting the
Town as a whole) and fund financial statements (reporting the Town’s major funds).
The focus is on both the Town as a whole and the fund financial statements,
including the major individual funds of the governmental and business-type
categories. Both the government-wide and fund financial statements categorize
primary activities as either governmental or business-type. The Town's fire
protection, recreation, public works and general administrative services are
classified as governmental activities. The Town’s water services are classified as
business-type activities.

-15-



Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Government-Wide 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
primary government. 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.

In the government-wide Statement of Net Position both the governmental and
business-type activities columns (a) are presented on a consolidated basis by column
(b), and are reported on the economic resources measurement focus and the accrual
basis of accounting, which recognizes all long-term assets and receivables as well as
long-term debt and obligations. The Town'’s net position is reported in three parts -
net investment in capital assets, restricted net position, and unrestricted net position.
The Town first utilizes restricted resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of
each of the Town’s governmental activities and business-type activities (general
government, public protection, public works, and utilities). General government
revenues (property taxes, retail sales & use taxes, excise taxes, and other taxes) also
support the functions. The Statement of Activities reduces gross expenses (including
depreciation) by related program revenues (charges for services, operating and capital
grants and contributions). Program revenues must be directly associated with the
function or a business-type activity. Operating grants include operating-specific and
discretionary (either operating or capital) grants while the capital grants reflect capital-
specific grants.

-16-



Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Government-Wide Financial Statements (Continued)

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

For the most part, the effect of interfund activity has been eliminated from the
government-wide financial statements. Direct expenses of the functional categories
are included in the government-wide statement of activities while indirect expense
allocations are eliminated.

The net costs (by function or business-type activity) are normally covered by general
revenue.,

The government-wide focus is more on the sustainability of the Town as an entity and
the change in the Town's net position resulting from the current year’s activities.

Fund Financial Statements

In the fund financial statements, financial transactions and accounts of the Town are
organized on the basis of funds. The operation of each fund is considered to be an
independent fiscal and separate accounting entity, with a self-balancing set of
accounts recording cash and/or other financial resources together with all related
liabilities and residual equities or balances, and changes therein, which are segregated
for the purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limitations. The governmental
fund statements are presented on a current financial resource measurement focus and
modified accrual basis of accounting. This is the manner in which these funds are
normally budgeted. Since the governmental fund statements are presented on a
different measurement focus and basis of accounting than the government-wide
statements governmental column, a reconciliation is presented which briefly explains
the adjustment necessary to reconcile the fund financial statements to the
governmental column of the government-wide financial statements.

17-



Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Fund Financial Statements (Continued)
The following fund types are used by the Town:

Governmental Funds

Governmental Funds are those through which most governments typically are
financed. The following is a description of the governmental fund of the Town:

General Fund - The General Fund is the general operating fund of the Town. Itis used
to account for all financial resources except those required to be accounted for in
another fund.

Proprietary Funds

Proprietary Funds are used to account for activities that are similar to those often
found in the private sector. All assets, liabilities, equities, revenues, expenses, and
payments relating to the government’s business activities are accounted for through
proprietary funds. The measurement focus is on determination of operating income,
financial position, changes in net position and cash flows. Operating revenues include
charges for services. Operating expenses include costs of services as well as, materials,
contracts, personnel, and depreciation. All revenues and expenses not meeting these
definitions are reported as nonoperating revenues and expenses. The following is a
description of the proprietary funds of the Town:

Enterprise Fund - The Enterprise Fund accounts for operations that are financed in a
manner similar to private business enterprises, where the intent is that costs of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges. The Town’s Enterprise Fund accounts for
the operations of the Town’s Water Services.

18-



Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Major Funds

The emphasis in fund financial statements is on the major funds in either the
governmental or business-type activities categories. GASB No. 34 sets forth minimum
criteria (percentage of the assets, liabilities, revenues or expenditures/expenses of
either fund category or the governmental and enterprise combined) for the
determination of major funds.

The Town reports the following major governmental fund:

The General Fund is the Town'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 Town reports the sole Enterprise Fund as a major fund.
Government-Wide Financial Statements

The government-wide statement of net position and statement of activities, all
proprietary funds, and private purpose trust funds and pension trust funds are
accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of these
activities are either included on the statement of net position or on the statement of
fiduciary net position. Proprietary fund-type operating statements present increases
(e.g., revenues) and decreases (e.g., expenses) in net total position.

-19-



Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Government-Wide Financial Statements (Continued)

The statement of net position, statement of activities and financial statements of the
Proprietary Funds are presented on the accrual basis of accounting, Under this
method of accounting exchange, revenues are recognized when earned and expenses
are recorded when liabilities are incurred without regard to receipt or disbursement
of cash. Real and personal property taxes are recognized in the period for which
levied, provided the Town has an enforceable legal claim to the resources. Grants,
shared revenues, and contributions are recognized when all eligibility requirements
have been met.

Governmental Fund Financial Statements

The fund financial statements of the General Fund is maintained and reported on the
modified accrual basis of accounting using the current financial resources
measurement focus. Under this method of accounting, revenues are recognized in the
period in which they become measurable and available. With respect to real and
personal property tax revenue and other local taxes, the term “available” means
collectible within the current period or within sixty days of the fiscal year end. Levies
made prior to the fiscal year end but which are not available are deferred inflows of
resources. Interest income is recorded as earned. Federal and State reimbursement-
type grants are recorded as revenue when related eligible expenditures are incurred.
Expenditures, other than accrued interest on long-term debt, are recorded when the
fund liability is incurred.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
Cash and Cash Equivalents

The Town has defined cash and cash equivalents to include cash on hand, demand
deposits, and short-term investments with a maturity date within three months of
the date acquired by the government.

-20-
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Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Investments

The Town’s investment policies are designed with the intent of ensuring the Town’s
funds are invested in a manner that complies with Florida Statutes. Pursuant to
Florida Statute 218.415 and the Town’s investment policy, the Town may invest
surplus funds in:

e The Local Government Surplus Trust Fund or any intergovernmental
investment pool authorized pursuant to the Florida Interlocal Cooperation
Act, as provided in Section 163.01, Florida Statutes.

Securities and Exchange Commission registered money market funds with
the highest credit quality rating from a nationally registered rating agency.
Savings accounts in state-certified qualified public depositories , as defined in
Section 280.02, Florida Statutes.

Certificates of Deposit in state-certified qualified public depositories, as
defined in Section 280.02, Florida Statutes.

Direct Obligations of the U.S. Territory.

Federal agencies and instrumentalities.

Accounts Receivable

Governmental Funds - The Town considered all governmental fund receivables
collectible and as such, no allowance for uncollectibles is reported.

Proprietary Fund - The Town grants credit to its proprietary fund customers who
use its various services, substantially all of whom are local residents or businesses.
The Town uses the direct write-off method to account for bad debts. The effect on
the financial statements of the departure from accounting principles generally
accepted in the United States of America is immaterial. No bad debts were written
off during the year ended September 30, 2018.
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Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Interfund Activity

Activities 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 inter-fund loans) or “advances
to/from other funds” (i.e., the non-current portion of inter-fund 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.”

Transfers between governmental and business-type activities on the government-
wide statement of activities are reported as general revenues. Transfers between
funds reported in the governmental activities column are eliminated. Transfers
between funds reported in the business-type activities column are eliminated.

Flows of cash or goods from one fund to another without a requirement for
repayment are reported as interfund transfers. Interfund transfers are reported as
other financing sources/uses in governmental funds and after the non-operating
revenues/ expenses section in proprietary funds.

Restricted Assets

Certain assets of the enterprise funds are required by resolution to be set aside and
used for specific purposes; thus, they are not available for general operating
purposes. It is the Town’s policy to use restricted assets before unrestricted assets
when both are available to fund specific expenditures.

0.
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September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are
reported at historical cost or estimated historical cost. Donated capital assets are
recorded at their estimated fair value as of the date of donation. Additions,
improvements, and other capital outlays that significantly extend the useful life of
an asset are capitalized. The cost of normal maintenance and repairs that do not add
to the value of the asset or materially extend assets lives are expensed as incurred.
Interest incurred during the construction phase on loans obtained for long-term
construction projects are capitalized into the cost of the asset.

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

Buildings 33-50
Improvements, other than buildings 2-50
Furniture, machinery, and equipment 3-30

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows/inflows of resources. The separate financial
statement element, deferred outflows of resources, represents a decrease of net
position that relates to future periods and so will not be recognized as an outflow
of resources (expense/ expenditure) until then. The separate financial statement
element, deferred inflows of resources, represents an increase of net position that
relates to future periods and so will not be recognized as an inflow of resources
(revenue) until then. The Town did not report a balance for deferred outflows or
inflows for the year ended September 30, 2018.
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Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Compensated Absences

Vacation pay policies allow an employee to accumulate up to a maximum of three
weeks of paid time off, which will not be paid to the employee in the event of
termination of employment. Employees accrue one week of paid time off per year
after the first year of employment.

The Town did not record a liability for compensated absences for the current period
as the balance was deemed immaterial.

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. Bonds payable are reported net of
the applicable bond premium or discount.

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, whether or
not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Net Position and Fund Equity

Net position is reported on the government-wide financial statements and is
required to be classified for accounting and reporting purposes into the following
net position categories:

Net Investment in Capital Assets - Capital assets, net of accumulated depreciation and
outstanding principal balances of debt attributable to the acquisition, construction,
or improvement of those assets. Any significant unspent proceeds at year-end
related to capital assets are reported as restricted funds.

Restricted - Constraints imposed on net position by external creditors, grantors,
contributors, laws or regulations of other governments, or law through
constitutional provision or enabling legislation.

Unrestricted — Net position that is not subject to externally imposed stipulations.
Unrestricted net position may be designated for specific purposes by action of the
Town Council.

Fund balances are reported in the fund financial statements in two major categories:
nonspendable and spendable. Nonspendable fund balances are balances that cannot
be spent because they are not expected to be converted to cash or they are legally or
contractually required to remain intact. Spendable fund balances are reported based
on a hierarchy of spending constraints noted below:

Restricted - Fund balances that are restricted to specific purposes because of
constitutional provisions, charter requirements or enabling legislation or because of
constraints that are externally imposed by creditors, grantors, contributors, or the
laws or regulations of other governments.
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Note 1 - Summary of Significant Accounting Policies (Continued)

C.

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Net Position and Fund Equity (Continued)

Committed - Fund balances that contain self-imposed constraints of the government
from its highest level of decision making authority.

Assigned - Fund balances that contain self-imposed constraints of the government
to be used for a particular purpose.

Unassigned - Fund balances of the general fund that are not constrained for any
particular purpose.

When both restricted and unrestricted net position are available, it is the Town's
policy to use restricted resources first, then unrestricted as needed. The authority to
establish, modify, or rescind a commitment or assigned fund balance rests with the
Town Council. The Town's policy is to first apply expenditures toward restricted
fund balances and then to other, less-restrictive classifications - committed and then
assigned fund balances before using unassigned fund balances.

Tax Revenue

The Town’s ad valorem taxes are assessed by the Holmes County Property
Appraiser and collected by the Holmes County Tax Collector in accordance with
Florida Statutes. The Town retains the right and duty to set millage rates. Property
taxes are not recorded as receivables at September 30 because, though legally
assessed as of January 1, they are not due and payable until after the close of the
fiscal year ended the following September 30.
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Note 1 - Summary of Significant Accounting Policies (Continued)

C

Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Tax Revenue (Continued)

The current property tax calendar is as follows:

Lien date: January 1, 2017
Levy date: November 1, 2017
Due date: March 31, 2018
Delinquent date: April 1, 2018

Discounts of 1% for each month taxes are paid prior to March are granted.

Revenue recognition criteria for property taxes recognizes and accrues property
taxes expected to be collected within 60 days of the current period. There were no
outstanding property taxes accrued and recognized as revenue at year-end.

Management Estimates and Assumptions

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 reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could vary from estimates used.

Risk Management and Insurance

The Town insures itself against losses from casualty, accident and dishonesty by
purchasing municipal insurance through the Florida League of Cities, Inc. The
Town believes the level of insurance purchased is adequate to protect against
material loss. No significant changes in coverage or claims have been made in the
last year.
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Note 1 - Summary of Significant Accounting Policies (Continued)

C. Assets, Liabilities, Deferred Inflows (Outflows) of Resources, and Fund Equity
(Continued)

Inventory

The cost of materials and supplies on hand are not material to the financial
statements, and the Town has therefore, chosen to report these items and
expenditures/expenses at the time of purchase.

Note 2 - Stewardship, Compliance, and Accountability

The Town uses the following procedures in establishing the budgetary data reflected in the
financial statements.

1. The Town adopts its budget in accordance with Chapter 166.241 Florida Statutes.

a.  The Town follows an internal hearing process to set the proposed tentative
budget and millage.

b.  Public hearings are then held to adopt both a tentative budget and millage,
and a final budget and millage, in accordance with Chapter 166.241, Florida
Statutes.

C. Budget amendments are made in accordance with applicable Florida
Statutes.

Budgets are reported for the General Fund, and major Special Revenue Funds.
All budgets are adopted in accordance with Generally Accepted Accounting Principles.

Florida Statutes do not require adoption of budgets for Debt Service Funds.

oo LN

Level of Control - Expenditures may not exceed appropriations and are controlled in
the following manner:

a.  The budget is controlled according to Chapter 166.241, Florida Statutes, at
the total fund level.

b.  Anybudgetamendments or transfer of funds must be approved by the Town
Council.
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Town of Esto
Esto, Florida
Notes to Financial Statements
September 30, 2018

Note 3 - Cash, Cash Equivalents, and Investments

Cash and cash equivalents represent cash on hand as well as demand deposits, and
certificates of deposit with original maturities of three months or less. Investments are
comprised of certificates of deposit with original maturities greater than three months.

Investments

Investments are comprised of the following, at amortized cost.

Investment Type Fair Value 0-1 Years -2 Years 2 -3 Years 3 -5 Years
Certificates of
Deposit $ 94115 $ 94,115 $ $ $

The Town maintains its deposits with “Qualified Public Depositories” as defined in
Chapter 280, Florida Statutes. All Qualified Public Depositories must place with the
Treasurer of the State of Florida, securities which have a market value equal to 50% of all
public funds on deposit at the end of each month in excess of any applicable deposit
insurance. In the event of default by a Qualified Public Depository, the State Treasurer
will pay public depositors all losses. Losses in excess of insurance and collateral will be
paid through assessments between all Qualified Public Depositories.

Custodial Credit Risk

The custodial credit risk for deposits is the risk that, in the event of a bank failure, the
Town will not be able to cover deposits or will not be able to recover collateral securities
that are in the possession of an outside party. The Town has no formal deposit or
investment policy but follows State law as to what deposits and investments are allowed.

Demand and time deposits are fully insured by the Federal Deposit Insurance
Corporation (FDIC) and the multiple financial institution collateral pool required by
Chapter 280, Florida Statutes.
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Note 3 - Cash, Cash Equivalents, and Investments (Continued)

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributable to the quantity of the
government's investment in a single issuer. Investments in single issuers that equal or
exceed 5% have reportable credit risk. The certificates of deposit are with one financial
institution. All certificate of deposit balances in excess of FDIC coverage, when
applicable, are covered by the multiple financial institutions' collateral pool in accordance
with Florida Statutes Chapter 280.

Investment Rate Risk

Investment rate risk is the risk that changes in the interest rate will adversely affect the
fair value of an investment. The Town recognizes that the longer a maturity of an
investment, the greater its price volatility. The Town follows State law as to what
investments are allowed.

Note 4 - Receivables

The Town reported receivables as follows:

General Fund
Due from Other Governments $ 6,235

Enterprise Fund
Water Fees $ 1,347

No allowances for uncollectible accounts are considered necessary.

Note 5 - Interfund Transfers

The Town did not incur any interfund transfers during the year ended September 30,
2018.
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Note 6 - Capital Assets

Governmental asset activity for the year ending September 30, 2018 was as follows:

Beginning Ending
Balance Increases Deletions Balances
Governmental Activities:
Capital Assets
Not Being Depreciated
Land Improvements $ 57,762 % $ $ 57,762
Total Capital Assets
Not Being Depreciated $ 57762 $ $ $ 57762
Capital Assets, Being Depreciated:
Buildings and Improvements $ 528705 $ $ $ 528,705
Equipment 591,169 25,160 329
Total Capital Assets,
Being Depreciatied $ 1,119.874 $ 25160 $ $ 1,145,034
Less Accumulated Depreciation For:
Building and Improvements $ 228388 $ 20251 $ - $ 248,639
Equipment 159104 268 194,372
Total Accumulated Depreciation $ 387492 $ 55519 $ $ 443,011
Capital Assets, Being Depreciated,
Net $ 732,382 $ (30359 $ $ 702,023
Totals $ 790,144 $ ( 30359) $ $ 759,785

31-



Town of Esto
Esto, Florida

Notes to Financial Statements

September 30, 2018

Note 6 - Capital Assets (Continued)

Depreciation expense was charged to governmental activities as follows:

General Government
Public Safety
Highways and Streets
Culture and Recreation

Total Governmental Depreciation Expense

$ 3,671
33,007

11,369

7472

$ 55,519

Business Type asset activity for the year ending September 30, 2018 was as follows

Balance Increases
Business Type Activities
Capital Assets
Not Being Depreciated
Land and Improvements $ 1,250 $
Total Capital Assets
Not Being Depreciated $ 1,250 $
Capital Assets, Being Depreciated
Water System $ 2,084,574 $ 46,365
Equipment 11.094
Total Capital Assets,
Being Depreciated $ 2095668 $  46.365
Less Accumulated Depreciation for:
Water System $ 518,043 $ 41,528
Equipment 10.794
Total Accumulated Depreciation $ 528837 $  41.528
Capital Assets, Being Depreciated,
Net $ 1566831 $ 4.837
Total Business-Type Capital Assets ~ $ 1,568,081 §$ 4,837
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$ 1,250

$ 1,250

$ 2,130,939
11.094

$ 2,142,033

$ 559,571
10.794
$ 570365

$ 1,571,668
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Note 7 - Long Term Debt

Changes in the long-term liabilities during the fiscal year ended September 30, 2018, are

summarized below:

Governmental Activities

Balance Balance Due
Interest September 30, September 30, Within
on Rate 2017 Additions Reductions 2018 One Year
General Obligation
N/P - PBOG 3.00% $ 4810 $ - 5 4121 % 689 $ 689
N/P - Synchrony Bank 0.00% 6,336 2,174 4162 4,162
N/P - AGCO Finance 2.99% 25,160 2.390 22.770 3,184
Totals $ 11,146 $ 25160 $ 8685 $ 27621 $ 8,035

The annual debt service requirements to maturity, including principal and interest, for
governmental activities long-term debt as of September 30, 2018, are as follows:

Year Ending
September 30, Principal Interest
2019 $ 1,084
2020 901
2021 731
2022 551
2023 362
2024-2025 171
Totals $ 3,800

Total Principal
and

$ 9,119
4,248

4,248

4,248

4,248

5310

$ 31,421

The total interest incurred for the year ended September 30, 2018 was $951 and was all

charged to expense.

The note with Peoples Bank of Graceville is collateralized by a certificate of deposit held
at the same bank. The certificate of deposit is listed on the face of the financial statement as an
investment. The note with Synchrony Bank is collateralized by a lawn mower. The lawn mower
has a book value of $5,524 at September 30, 2018. The note with AGCO Finance is collateralized
by a tractor. The tractor has a book value of $23,273 at September 30, 2018.
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Note 7 - Long Term Debt (Continued)
Business-Type Activities
Balance Balance Due
Interest September 30, September 30, Within
Rate 2017 Additions Reductions 2018 One Year
General Obligation
NRWA Well Rehab 3.00% $ $ 48750 $ 1753 $ 46,997 $ 4,298
Totals $ - 3 48,750 $ 1753 $ 46,997 $ 4,298

The following is the debt service requirements for the business type activities note
payable at September 30, 2018.

Interest

2019 $ 4298 $ 1,351
2020 4,428 1,220
2021 4,563 1,086
2022 4,702 947
2023 4,845 804
2024-2028 24,161 1729
$ 46997 $ 7137

The National Rural Water Association note states that the Town grants the NRWA a
secured interest in the assets of the Town in the amount of the principal amount owned.

Note 8 - Commitments and Contingencies

Amounts received or receivables from grantor agencies are subject to audit and
adjustment by grantor agencies, principally the federal government. Any disallowed claims,
including amounts already collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures which may be disallowed by the grantor cannot be determined
at this time although the government expects such amounts, if any, to be immaterial.
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Note 9 - Net Working Capital - Proprietary Fund

The net working capital (current assets less current liabilities) for the Proprietary Fund was

($4,639).
Note 10 - Subsequent Events

Management has reviewed subsequent events and transactions that occurred after the
balance sheet date through July 29, 2021. The financial statements include all events or
transactions, including estimates, required to be recognized in accordance with accounting
principles generally accepted in the United States of America. Management has determined that
there are no nonrecognized subsequent events that require additional disclosure except for those
mentioned below.

Subsequent to year end, the Town experienced substantial damage to buildings,
equipment, and infrastructure due to Hurricane Michael. The Town received over $100,000 in
insurance proceeds to cover the costs of the damages.

Note 11 - Recently Issued Pronouncements

In June 2017, the GASB issued Statement No. 87, Leases, of which the objective is to better
meet the information needs of financial statement users by improving accounting and financial
reporting for leases; enhancing the comparability of financial statements between
governments; and also enhancing the relevance, reliability (representational faithfulness), and
consistence of information about the leasing activities of governments. Statement No. 87 is
effective for fiscal years beginning after June 15, 2021. The effect of adopting GASB Statement
No. 87 on the Town’s financial position, results of operations, or cash flows has not yet been
determined.

In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred
before the End of a Construction Period, of which the objective is to enhance the relevance and
comparability of information about capital assets and the cost of borrowing for a reporting
period and to simplify accounting for interest cost incurred before the end of a construction
period. Statement No. 89 is effective for fiscal years beginning after December 15, 2020. The
effect of adopting GASB Statement No. 89 on the Town’s financial position, results of
operations, or cash flows has not yet been determined.
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Note 11 - Recently Issued Pronouncements (Continued)

In August 2018, the GASB issued Statement No. 90, Majority Equity Interests - An
Amendment of GASB Statements No. 14 and 61, of which the objective is to improve the
consistency and comparability of reporting a government’s majority equity interest in a legally
separate organization and to improve the relevance of financial statement information for
certain component units. Statement No. 90 is effective for fiscal years beginning after
December 15, 2019. The effect of adopting GASB Statement No. 90 on the Town'’s financial
position, results of operations, or cash flows has not yet been determined.

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations, of which
the objective is to provide a single method of reporting conduit debt obligations by issuers and
eliminate diversity in practice associated with commitments extended by issuers,
arrangements associated with conduit debt obligations, and related note disclosures. Statement
No. 91 is effective for fiscal years beginning after December 15, 2021. The effect of adopting
GASB Statement No. 91 on the Town’s financial position, results of operations, or cash flows
has not yet been determined.
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Independent Accountant’s Report on Compliance with Section 218.415,
Florida Statutes, Local Government Investment Policies

Members of the Town Council
Town of Esto
Esto, Florida

We have examined the compliance of the Town of Esto, Florida with Section 218.415, Florida
Statutes for the year ended September 30, 2018. Management is responsible for the Town’s
compliance with those requirements. Our responsibility is to express an opinion on the Town's
compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether the Town complied with
Section 218.415, Florida Statutes in all material respects. An examination involves performing
procedures to obtain evidence about whether the Town complied with the specified requirements.
The nature, timing, and extent of the procedures selected depend on our judgement, including an
assessment of the risks of material noncompliance, whether due to fraud or error. We believe that
the evidence we obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

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

In our opinion, the Town of Esto, Florida complied, in all material respects, with the
requirements of Section 218.415, Florida Statutes, Local Government Investment Policies, for the year
ended September 30, 2018.

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

W Rowdun & hesovatia DL

July 29, 2021 Brunson, Wilkerson, Bowden & Associates, P.C.

529 Boll Weevil Circle « P.O. Box 311710 » Enterprise, Alabama 36331-1710 « Telephone: (334) 347-9509 « Fax: (334) 393-2194
17651 Panama City Beach Parkway, Suite 5 * Panama City Beach, Florida 32413 « Telephone: (850) 848-9392 ¢ Fax: (334) 393-2194

American Institute of Certified Public Accountants / Alabama Society of Certified Public Accountants
Florida Institute of Certified Public Accountants* / Private Companies Practice Section

Website: www.bwb.cpa



John O. Bowden, CPA*

NSON, L RSON, Misty K. Tindol, CPA*
Jackie L. Smith, CPA*
EN & P- C D Ashley N. Hataway, CPA*

Certified Public Accountants ¢ Consultants W. Lee Steverson, Jr., CPA*
Steven G. Smith, CPA

Herbert A, Barr, CPA (Retired)
T. Winston Brunson, CPA (Retired)
Walter P. Wilkerson, Jr., CPA (Retired)

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Members of the Town Council
Town of Esto
Esto, 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 Town of Esto, Florida, as of and for the year ended September 30, 2018, and
the related notes to the financial statements, which collectively comprise the Town of Esto, Florida’s
basic financial statements and have issued our report thereon dated July 29, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town
of Esto, Florida’s internal control over financial reporting (internal control) as a basis for designing
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 Town of Esto, Florida’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Town of Esto, Florida’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.
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Members of the Town Council
Town of Esto
Esto, Florida

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 and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. We did identify certain deficiencies
in internal control, described in the accompanying schedule of findings and responses as items 2018-
001, 2018-002 and 2018-004 that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Esto, Florida’s
financial statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the financial statements. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which is
described in the accompanying schedule of findings and responses as item 2018-003.

Town of Esto, Florida’s Response to Findings

The Town of Esto, Florida’s response to the findings identified in our audit is described in
the accompanying schedule of findings and responses. The Town of Esto, Florida’s response was
not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

BNUMM,W BO&MW‘-AS'SDMﬂMPC-
July 29, 2021 Brunson, Wilkerson, Bowden & Associates, P.C.
Enterprise, Alabama

BRUNSON, WILKERSON, BOWDEN & ASSOCIATES, P.C.
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Town of Esto
Esto, Florida
Schedule of Findings and Responses
September 30, 2018

Item 2018-001 - Segregation of Duties

Criteria - Duties should be segregated to provide reasonable assurance that transactions are
handled appropriately.

Condition - There is a lack of segregation of duties among the Town’s personnel.
Effect - Transactions could be mishandled.

Cause - There are a limited number of personnel for certain functions and procedures have not
been implemented to create proper segregation of duties.

Recommendation- Procedures should be put in place to ensure that duties are separated as
much as possible. Alternative controls should be used to compensate for lack of separation.

Response - The Town agrees with this finding. However, due to the additional expense
required to establish proper segregation of duties, a recommendation to correct this weakness
is cost prohibitive.

Item 2018-002 - Financial Statement Preparation Knowledge
Criteria - The Town should obtain sufficient knowledge in order to prepare financial
statements including full note disclosures in accordance with accounting principles generally

accepted in the United States of America.

Condition - The Town lacks sufficient knowledge to effectively prepare financial statements
and related notes.

Effect - Financial statement preparation and the review process could be insufficient.
Cause - There are a limited number of training opportunities in order to further the Town’s

knowledge of preparing financial statements and full note disclosures in accordance with
accounting principles generally accepted in the United States of America.
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Town of Esto
Esto, Florida
Schedule of Findings and Responses
September 30, 2018

Item 2018-002 - Financial Statement Preparation Knowledge (Repeat) (Continued)

Recommendation - The Town should increase their knowledge of the applicable standards to
sufficiently allow them to prepare financial statements including full note disclosures.

Response - The Town agrees with this finding and is currently working to increase their
knowledge of the applicable standards in order to prepare financial statements including full
note disclosures.

Item 2018-003 - Timeliness of Submission of Audit Report

Criteria - The Town of Esto, Florida is required to deliver their audit report to the Florida
Auditor General within nine months after the end of the audit period.

Condition - The Town did not file their audit report with the Florida Auditor General within
nine months after the end of the audit period as required by Florida Statute 218.39(1).

Effect - The Town is in violation of Florida Statute 218.39(1)

Cause - The Town's records were not made available in a timely manner in order to facilitate
the completion of the audit within nine months after the end of the audit period.

Recommendation - The Town should have controls in place to have their financial records
available for audit in a timely manner after the fiscal year end. All reports are due nine months
after the end of the audit period. Therefore, time should be allowed for the audit process to
occur within the required parameters.

Response - Due to the many changes of staff, recordkeeping has been unorganized and it was

difficult for the new clerk to follow what actions had been taken. Policy and procedures are
being reviewed by Town Council to help streamline these procedures.
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Town of Esto
Esto, Florida
Schedule of Findings and Responses
September 30, 2018

Item 2018-004 - Timeliness, Accuracy, and Approval of Bank Reconciliations

Criteria - The Town'’s accounting personnel should complete the monthly bank reconciliations
in a timely manner, investigate outstanding items, and the council should approve the
reconciliations in a timely manner.

Condition - The Town is currently not performing bank reconciliations, investigate
outstanding items, nor approving them in a timely manner.

Effect - Reports printed from the accounting software are not providing an accurate reflection
of the Town's financial position. Misappropriation of assets could occur without
management’s knowledge for an extended period.

Cause - The Town’s accounting personnel did not understand the importance of the bank
reconciliation process.

Recommendation - The Town’s accounting personnel should reconcile the bank accounts by
the 15th day of the following month and the council should review each reconciliation and bank
statement in its entirety by the end of the following month and note approval.

Response - The Town agrees with this finding and will begin performing the bank

reconciliations in an accurate and timely manner and the review will be performed by the
council in a timely manner.
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Members of the Town Council
Town of Esto
Esto, Florida

Report on the Financial Statements

We have audited the financial statements of the Town of Esto, Florida as of and for the fiscal
year ended September 30, 2018, and have issued our report thereon dated July 29, 2021.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and Chapter 10.550,
Rules of the Auditor General.

Other Reporting Requirements

We have issued our Independent Auditor’s 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; Schedule of Findings and Responses;
and Independent Accountant’s Report on an examination conducted in accordance with AICPA
Professional Standards, AT-C Section 315, regarding compliance requirements in accordance with
Chapter 10.550, Rules of the Auditor General. Disclosures in those reports and schedule, which are
dated July 29, 2021, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or
not corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. There were no findings reporting in the preceding annual
financial audit report for the year ended September 30, 2015.
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Members of the Town Council
Town of Esto
Esto, Florida

The management letter items are as follows

Tabulation of Uncorrected Audit Findings
Current Year

Finding #

2018-005

2018-006

The schedule of findings items are as follows:

Tabulation of Uncorrected Audit Findings
Current Year

Finding #

2018-001

2018-002

2018-003

2018-004

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 is disclosed in the notes to the financial statements.

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
Town of Esto, Florida has met one or more of the conditions described in Section 218.503(1) Florida
Statutes, and to identify the specific conditions met. In connection with our audit, we determined
that the Town of Esto, Florida 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 Town of Esto, Florida. It is management’s
responsibility to monitor the Town of Esto, Florida’s financial condition, and our financial condition
assessment was based in part on representations made by management and review of financial
information provided by same.

BRUNSON, WILKERSON, BOWDEN & ASSOCIATES, P.C.



Members of the Town Council
Town of Esto
Esto, Florida

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. See items below under Current Year Findings
for our 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, thathave an effect on the financial statements that is less than material but
warrant the attention of those charged with governance. In connection with our audit, we did not
note any such findings.

Purpose of this Letter

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

Current Year Findings
2018-005

It was noted during the audit that the Town’s Utility Customer Deposit Listing is not
reconciled to the Utility Deposit bank account or the General Ledger. It is recommended that these
items be reconciled monthly in order to strengthen internal controls. This item remains.

Response - Town officials are aware of the need to reconcile all accounts on a regular basis.
The Town will put forth a policy for regular reconciliations of all necessary accounts.

2018-006

It was noted that the council reviews monthly disbursements reports at meetings but they
are not provided with monthly financial statements. It is recommended that the council review
monthly financial statements in order to strengthen internal controls.

Response - The Town has put forth a policy for financial statements to be reviewed.

, Bowden & heesoatis P-C
July 29, 2021 Brunson, Wilkerson, Bowden & Associates, P.C.
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