


CITY COMMISSION CITY ADMINISTRATION

COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED 9/30/201





Comprehensive Annual Financial Report
for the Fiscal Year Ended September 30, 201



Comprehensive Annual Financial Report
for the Fiscal Year Ended September 30, 201



Comprehensive Annual Financial Report
for the Fiscal Year Ended September 30, 201



Comprehensive Annual Financial Report
for the Fiscal Year Ended September 30, 201



INTRODUCTOR Y SECTION

















City of Largo





FINANCIAL SECTION



INDEPENDENT AUDITORS’ REPORT

Honorable Mayor, Members of the City Commission, and City Management

City of Largo, Florida

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 Largo,
Florida (the “City”), as of and for the 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. We have also audited the financial statements of the Largo Redevelopment Agency as
of and for the year ended September 30, 2018.

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 entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business type activities, each major fund,
and the aggregate remaining fund information of the City of Largo, Florida, as of September 30, 2018,
and the respective changes in financial position and, where applicable, cash flows thereof and the
respective budgetary comparison for the General Fund, Local Option Sales Tax Fund, SHIP Fund, HOME
Fund and CDBG Fund for the year then ended in accordance with accounting principles generally
accepted in the United States of America. In addition, in our opinion, the financial statements present
fairly, in all material respects, the financial position of the Largo Community Redevelopment Agency as
of September 30, 2018, and the changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matters

Adoption of New Accounting Pronouncement

As described in Note V.E. to the financial statements, the City adopted Government Accounting
Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions, which resulted in a cumulative effect of change in accounting principle of
($10,530,296) to the September 30, 2017 net position for governmental activities, business type
activities and enterprise funds. Our opinions are not modified with respect to this matter.

Other Matters

Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements and the Largo Redevelopment Agency. The
introductory section, combining and individual nonmajor fund financial statements and schedules, and
statistical section are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The schedule of expenditures of federal awards and state financial assistance
and related notes is presented for purposes of additional analysis as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards and Chapter 10.550, Rules of the Auditor General, and is also not a
required part of the basic financial statements.



The combining and individual nonmajor fund financial statements schedules and the schedule of
expenditures of federal awards and state financial assistance are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare
the 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, schedules and the
schedule of expenditures of federal awards and state financial assistance are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

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 March 28,
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
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.

CARR, RIGGS & INGRAM, LLC

Clearwater, Florida

March 28, 2019
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MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) INTRODUCTION
Thank you for your interest in the City of Largo.  This MD&A report summarizes key financial information in
the City's Comprehensive Annual Financial Report (CAFR).  The MD&A is written for the majority of people 
who just want to know, in simple terms, “How is the City of Largo doing, financially?"   

Traffic lights indicate positive items (green), items to watch 
(yellow) and warnings (red).  While there are no red lights this year, there
are yellow lights indicating areas where the City’ financial condition could be 
improved.

FINANCIAL OVERVIEW

Fund Balances – The accumulation of financial resources for the future.

The General Fund's unassigned fund balance increased to the highest level in  years, due
mostly to economic improvement, spending restraint and a property tax increase.  Fund
balance represents a capacity to respond to unexpected events, such as recessions and
disasters or to seize opportunities. Other fund balances and net positions were up, as well.

Debt – The impacts of borrowing.

The City borrows infrequently, repays debt quickly and only borrows for major non-recurring 
capital, which is the cornerstone of the City's financial condition.  All general government
debt is serviced by a local option sales tax. The Wastewater Fund is the only other fund with
long-term debt, which is serviced by wastewater fees. Wastewater debt increased, due to
continued construction of three major capital projects, but remains reasonable and affordable.

The Police and Fire Pension Plan's unfunded liability decreased to $41,000,000, due to
posi t iv e investment results, but continues to create a negative unrestricted net position in
Governmental Activities (a deficit) and doubles the City’s required contribution. Additional 
pension contributions will be required for the next 30 years, or until the liability is eliminated.  

Operating Results – The degree to which revenue and expenditure activity met expectations.

Several major revenues were over-budget as the result of an improving economy.  Other
revenues grew slowly or not at all, due partly to shifts in taxpayers' behaviors. Most
departments were under budget by normal amounts; however, two General Fund departments 
were over-budget by relatively small amounts. 

Trends – The degree to which things are changing or are projected to change.

Several major revenues have grown slightly or not at all over the past several years, which is 
similar to most other local governments in Florida.  Projections indicate this trend will 
likely continue, due to permanent changes in customer/taxpayer behavior. This trend 
reduces revenue diversification and places more reliance on property taxes.



COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) OVERVIEW

The CAFR was prepared in accordance with generally accepted accounting principles (GAAP) applicable to
state and local governments, as established by the Governmental Accounting Standards Board (GASB).   

As shown in Graph #1, the CAFR is organized into four main sections:

Introductory: Includes the Transmittal Letter and other general information about the City.

Financial: Everyone should read the MD&A, which may pique interest to read other areas. 

Statistical: Don’t let the title scare you; this section contains very interesting information.

Compliance: Includes information on grant, loan and other compliance requirements.

Graph #2 depicts the contents of the CAFR’s Financial Section, which includes this MD&A report. 

FINANCIAL HIGHLIGHTS
Government-wide financial statements (Statement of Net Position and Statement of Activities)
The government-wide financial statements present highly-aggregated financial information for the City as a 
whole divided into two activities: Governmental Activities and Business-type Activities. The government-wide
financial statements do not present any information for individual funds.

Governmental Activities' (GA) program revenue (non-tax revenue) increased to $32.5 million from $30.3
million in the prior year, or 7.3%.  Reasons for this growth are discussed below.

GA program revenue paid 37% of GA expenses, which was about the same as last year. This means
that 63% of GA expenses were paid with general revenues (primarily taxes), which is normal.

Total Governmental Activities Net Position ("equity")
was positive; however, unfunded pension liabilities
created a negative Unrestricted Net Position (a deficit),
which is discussed in greater detail later. 



Business-type  Activities'  (BTA)  program  revenue  (mostly charges for services)  was  essentially
unchanged from the prior year, because there were no rate increases or major customer changes.

BTA's total net position increased $2 million, which was lower than the prior year's increase of
$5 million, due to the normal expense increases, no rate increases and low revenue growth.

Question: Is having a high “Net Position” (“equity”) a good thing?

Answer: It depends.

All things equal, having a higher net position is a good thing, as long as a government is accomplishing its
objectives and meeting the community's needs.  A higher net position means a government owns more of its
assets, has a larger cushion for unforeseen events and did a better job of living within its means. 

Having “too little” or a negative net position (or any component thereof) means a government has not lived 
within its means, as reflected by the City’s negative unrestricted net position in Governmental Activities
created by unfunded pension liabilities. As with any over-spending, having unfunded pension liabilities 
means that the City has provided services today, but the payment for those services has been passed-on to 
future taxpayers.  This is referred to as intergenerational inequity, or inter-period inequity.  

A government can also have “too much” net position, depending on whether its stakeholders value having a
high net position more than receiving additional services or paying lower taxes and fees.   A higher net position 
may be perceived as current taxpayers having paid too much relative to the services they received.   Of 
course, in a perfect world, net position would always be zero. 

The City reported a responsible net position (equity)
relationship for Governmental Activities and Business-
type Activities, except for the unfunded pension liability,
which s discussed in more detai  later.

Government-wide debt is relatively reasonable. Keys to responsible borrowing include:

o Long-term debt should not be used to pay for short-term costs

o Assets financed should last at least as long as any related debt

o Some debt capacity should be reserved for unexpected needs, and

o Debt payments should be affordable (easily serviceable), both currently and in the future.

Question: Is having low debt a good thing? 

Answer:  Again, it depends.

On the positive side, debt helps allocate the cost of capital assets among everyone who benefits from 
their use. Also, some capital assets are too expensive to pay for without borrowing and not borrowing 
may jeopardize public safety and result in higher future costs, as well as unpleasant consequences. 

On the negative side, debt creates future debt payments and reduces borrowing capacity, which 
reduces flexibility for future stakeholders to spend resources as they see fit.  For example, borrowing 
to build a facility assumes that future stakeholders will need or want the facility as much as current 
stakeholders.



Major Governmental Fund financial statements (Five Major Funds)

The General Fund's Unassigned fund balance increased $1.5 million (15%) from the prior year, primarily
because of a property tax increase and proceeds from a one-time legal settlement.

Local Option Sales Tax Fund tax revenue was $300,000 higher than the prior year (4%), due to
continued improvement in the economy and higher taxable sales.

Year-end loans receivable in the City's three major housing funds (SHIP, HOME and CDBG) totaled
$11 million, which was approximately the same as at the end of the prior year.

FINANCIAL STATEMENTS OVERVIEW (A “Primer” on governmental accounting and reporting.)

This section is required by GASB standards and is intended to help readers understand governmental
financial statements and is like a “primer” on governmental accounting. This section also provides an
overview of the City's financial reporting structure, but does not present specific financial discussion or analysis.

Local Government Financial Statements - Unlike private sector financial reporting where one set of
financial statements is presented, state and local governments (cities, counties, special districts) must
present two sets of financial statements, as follows: 

Government-wide financial statements ( “big picture” )

Similar, but not identical to consolidated financial reporting in the private sector

Reports Governmental Activities and Business-type Activities, not individual funds' activity

Measures the flow of economic resources (long-term focus) using the full-accrual basis of
accounting, similar, but not identical to the private sector

Individual fund financial statements ( “small picture” )

Reports Fund activities, which is usually of the most interest to most readers

Governmental funds – Measures the flow of current financial resources (short-term focus), e.g.,
cash inflows and outflows, using the modified-accrual basis of accounting

Proprietary and Fiduciary funds – Measures the flow of economic resources (long-term focus)
using the full-accrual basis of accounting, similar, but not identical to the private sector and identical
to the Government-wide statements

Fund Accounting – The City uses fund accounting to enhance accountability over public resources and
to demonstrate compliance with legal requirements. Funds are established to maintain greater control and
accountability over resources dedicated to specific activities.  Each fund maintains a separate, self-balancing
set of accounts and is both a fiscal entity and an accounting entity.  The City reports all three major fund
types, as prescribed by GASB: Governmental, Proprietary and Fiduciary.

a. Governmental funds. Includes: General, Special Revenue, Capital Projects, Debt Service and
Permanent funds. The City always reports the first two fund types and uses the other three as needed.

Governmental fund financial statements focus on short-term inflows and outflows of financial resources
(mostly cash) and on available (spendable) financial resources at year end. This information is useful
in evaluating the City's short-term financial position and results of operations.



i. Major Funds. Financial statement focus is on the City’s Major Funds, which include: General, Local
Option Sales Tax, SHIP, CDBG and HOME. Major Fund financial statements are located at the front
of the CAFR, while non-major funds are aggregated into one column. Detailed information for each
non-major fund is provided in the Combining Financial Statements located directly after the Notes.

ii. Budgets.  The City adopts an annual budget for all governmental funds.  A budgetary comparison
statement for major funds or a budget schedule for non-major funds (located after the Notes) is
prepared for all governmental funds to demonstrate budget compliance.

b. Proprietary funds.  The City reports both types of proprietary funds:

i. Enterprise funds. Enterprise funds report the same information as Business-type Activities in the
government-wide financial statements, only in greater detail. The City has three enterprise funds:
Wastewater, Solid Waste Collection (both major funds) and the Golf Course.

ii. Internal Service funds. Internal service funds are used to pay the costs of providing certain services
to other City departments. The City uses internal service funds for vehicle repair and maintenance
(Fleet Fund) and for risk management operations (Risk Fund).

Both internal service funds are combined into a single column and presented with enterprise
funds in the proprietary fund financial statements.  Individual internal service fund data is
provided in the Combining Financial Statements after the Notes.
Internal service funds are combined with Governmental Activities in the government-wide
financial statements, because they predominately serve Governmental Activities.

c. Fiduciary funds. Fiduciary fund financial statements report resources held for the benefit of others,
such as pension plan members. Fiduciary fund information is not reported in the government-wide
statements, because these resources are not available to fund City services or programs.

As required by GASB, the City presents two sets of financial statements along with supporting information:

a. Government-wide statements. Government-wide financial statements (the City as a whole) include
two statements and report information by two types of Activities using the accrual basis of accounting.

i. Statement of Net Position.  Presents information on all City assets and liabilities with the
difference being reported as net position (“equity”). Net position can be considered good or bad
without further evaluation. For example, when capital assets are depreciated, net position
decreases. As long as service objectives are met by using the capital assets, the decrease in net
position is not bad, because capital assets are intended to be “used-up” in providing services.

ii. Statement of Activities.  Presents information on the changes in net position during the fiscal
year related to revenues and expenses.  Revenues and expenses are reported as soon as an
underlying event occurs, regardless of when cash is received or paid.

iii. Governmental Activities. Primarily supported by taxes. The City's Governmental Activities
include: general government, public safety (fire-rescue and police), public works, economic
development, culture and recreation (library, recreation, parks and arts).

iv. Business-type Activities.  Primarily supported by charges for services (user fees). The City's
Business-type Activities include: wastewater services (collection, treatment and disposal), solid
waste collection services and an 18-hole executive golf course (par 62).

b. Individual Fund statements.  Reports financial information on each individual fund.



c. Financial Statement Comparison. Comparing government-wide s t at em ent s wi t h  f und
statements helps readers understand the long-term impacts (government-wide statements) of short-term
decisions (individual fund statements).   

Since the government and individual governmental funds statements are prepared
using a different basis of accounting (full-accrual and modified-accrual, respectively), a reconciliation of the
reporting differences is provided after each government-wide statement.

d. Notes to the Financial Statements (“notes”).  Provides information that is essential to gaining a
full understanding of the government-wide and individual fund financial statements.

e. Other Required Supplementary Information (RSI). Includes information on pension funding progress
and is located just after the notes.  “Other” means other than the MD&A, which also considered RSI.

f. Combining and Individual Fund Financial Statements and Schedules – Provided for non-major
funds and are located immediately following Other RSI. 

GOVERNMENT-WIDE STATEMENTS (The City as a whole, “big-picture” focus.)
This section presents information from the government-wide statements (City as a whole). This section 
focuses on Governmental Activities and Business-type Activities individual funds.

Governmental Activities includes all governmental fund amounts combined and adjusted from the
modified accrual basis of accounting (short-term, financial-flow focus) to the accrual basis of
accounting (long-term economic-flow focus).

Business-type Activities include all enterprise fund amounts combined using the accrual basis of
accounting at the fund level and at the government-wide level.

Summary – Statement of Net Position. The only significant change was in Business-type Activities’ assets
and liabilities, due to ongoing construction of three Wastewater Consent Order projects. The increase in BTA
total assets ($10.5 million) was equal to the increase in BTAtotal liabilities ($10.5 million),  primarily because all 
three major Wastewater projects were financed.   

Capital assets and related debt are discussed in more detail later. 

Net position was relatively the same as last year for both Activities.  The majority of both Activities' Net Position
is invested in capital assets; therefore, the majority of Net Position cannot be spent.   

Unrestricted GA Net Position reported a negative
balance (deficit) in both years, due to recording of the
City’s unfunded net pension liability. The net pension
liability is discussed later in the MD&A and in the Notes.

The negative unrestricted net position (deficit) in Governmental Activities in both years was created entirely
by the unfunded  pension liability in the Police Officers and Firefighters pension plan of $41 million 

and $ 8 million   The unrestricted deficit increased even though the net pension liability 
decreased, due to other decreases in the unrestricted net position.



         Comparative Summary       
Government-wide Statement of Net Position ($ in thousands)
Governmental

Activities
Business-type
   Activities

Total
Activities

Assets
Current  $74,264 $73,120 $58,116 $50,050     $132,380    $123,070

Capital (net) 139,617 135,432 154,348 151,895        293,965     287,427

Total assets (a)

Deferred Outflows (b) 17,311  10,557 0 0 17,311 10,557

Liabilities
Current $12,616 $10,865       $7,508       $10,152 $20,124      $21,017

Non-current 60,403  56,474 77,136 64,027 137,539     120,501  

Total liabilities (c) 73,019  67,339 84,644 74,179  157,663 141,518

Deferred Inflows (d) 6,404 2,810  0 0 6,404 2,810

Net Position: 

Invested in capital assets (net) 134,422 126,873 78,868 88,412 213,290 215,285

Restricted 36,719 40,747 9,378 9,113 46,097 49,860

Unrestricted (19,373) (18,660) 39,574 30,241 20,201 11,581

Total net position (a+b-c-d) $151,768 $148,960  $127,820 $127,766  $279,588 $276,726

Summary - Statement of Activities. The following Comparative Summary presents all government-
wide revenues, expenses and other sources/uses, which are responsible for the change in Net Position.

Total Activities - Total Revenue (program and general) increased 6% from FY17, while Total Expenses
increased 6.7%.  This created a slightly lower Change in Net Position ($4.9 million compared to $5.5
million), which means more resources were used in FY18.   

General Revenue (mostly taxes) always pays the majority of GA expenses, which is the opposite of BTA
expenses, which are mostly paid by charges for services. These items are discussed in more detail below.

Fun Fact - Total Program Revenue (mostly user
charges) exceeded Total General Revenue (mostly 
taxes) in both years. Most people would guess just the
opposite.

$213,881 $208,552 $212,464 $201,945 $426,345 $410,497

2018 2017 2018 2017 2018 2017



       Comparative Summary  
Government-wide Statement of Activities

($ in thousands)

Governmental
Activities (GA)

Business-type  
Activities (BTA)

Total
Activities

Program Revenue:

2018 2017 2018 2017 2018 2017

Charges for Services $28,400 $26,531 $34,825 $34,990 $63,225 $61,521
Operating grants/contrib. 2,531 3,008 60 99 2,591 3,107
Capital grants/contrib.        1,521 726 190 387 1,711 1,113

Total Program revenue $32,452 $30,265

Expenses:

* Beginning net position was restated this year to reflect

$35,075 $35,476 $67,527 $65,741

General government 9,353 8,273 - - 9,353 8,272
Public safety 44,690 41,291 - - 44,690 41,291
Public works 10,388 10,088 - - 10,388 10,088
Economic development 7,362 6,855 - - 7,362 6,855
Culture and recreation 16,548 15,882 - - 16,548 15,882
Interest and fees 160 232 - - 160 232
Wastewater - -  21,094 21,237 21,094 21,237
Solid waste collection - -  12,149 11,597 12,149 11,597
Golf course - -  1,065 1,133 1,065 1,133

Total expenses 88,501 82,621 34,308 33,967 122,809 116,587

Net program revenue   
over (under) expenses (56,049) (52,356) 767 1,509 (55,282) (50,847)
General revenue 61,799 55,636 (46) 719 61,788 56,355

Change in net position 5,738 3,280 721 2,228 6,460 5,508
Net position – Oct. 1* 146,030 145,680 127,099 125,537 273,128 271,217

Net position – Sept. 30 $151,768 $148,960   $127,820 $127,765   $279,588 $276,725



Governmental Activities (GA)
GA Expenses - As presented in the Summary above, Total GA Expenses grew 7%, or $5.9 million.

The vast majority of the General Government expense increase (76%) was related to $825,000 in debris 
removal services related to Hurricane Irma. 

Public Safety expenses increased $3.9 million partly related to $276,000 for radio replacements and $426,000 
for software license renewal.  Public safety personnel cost increases comprised almost half of the total
increase, including $890,000 in additional pension expense, $145,000 in additional OPEB expense related to 
new GASB standards and six new Fire Rescue employees added as part of the public safety staffing plan.  
GA Program Revenue - GA program revenues paid 3 % of FY18 GA expenses (37% in FY17).  While
certain GA expenses can be paid for with program revenue, most expenses are difficult to recover through
program revenue, such as: parks, road maintenance and library services. Most GA services are paid with
taxes, because program revenues are impractical or inefficient to assess and collect.  

Of $32 million in FY18 program revenue, 70% came from Fire/EMS fees paid by Pinellas County ($9.3million), 
Stormwater fees ($5.6million), Construction Services fees ($2.1million) and Recreation fees ($5.4 million).

GA Charges for Services - Charges for services is the largest Program Revenue. As presented in the table
below, Total GA Charges for Services increased $1,869,000, about 7%, compared to a 3% increase in FY17. 

Most of the General Government increase is related to a ten percent increase in the administrative service 
charge to enterprise funds ($327,000).  Administrative services include indirect services such as: Finance 
(payroll, accounts payable, accounts receivable), Purchasing, Human resources, Information Technology, etc.

The Public Safety increase was mostly due to increased payments from Pinellas County for Fire and EMS
services, due to a negotiated change in the funding agreement and an approved budget increase, due to added 
costs. Police off-duty service charges also increased $159,000, due to several large new contracts.

Most of the Economic Development increase was due to $681,000 more revenue from increased residential 
and commercial development permit and inspection activities, which almost equaled FY16’s record amounts. 

Culture and Recreation charges increased, due mostly to increased recreation program participation and
small across the board rate increases.

Governmental Activities (GA)
Charges for Services ($ in thousands)

Major Functions FY18 FY17
Increase (Decrease)

$ %

General Government $3,570 $3,241 $   329 10.2%

Public Safety 10,756 9,975 781 7.8% 

Public Works 5,569 5,849 (280) (4.8%)

Economic Development 3,075 2,390 685 28.7%

Culture and Recreation 5,430 5,076 354 7.0%

Total $28,400 $26,531 $1,869 7.0% 



GA General Revenue - Total GA General Revenue (mostly taxes) paid approximately 6 % of total GA
Expense 63% .  GA General Revenue is discussed in more detail in the General Fund section,
which is where most of it is recorded.  Only property taxes can be increased by the City, because other
tax rates are set at their maximum or the City does not control the revenue source.

Fun Fact - Of Total FY18 GA revenue, 26% came
from property taxes and 30% came from charges for
services, which shows property taxes are not the
largest GA revenue. 

The FY18 property tax millage was increased from 5.37 mills to 5.74 mills, or 7%.  Taxable values increased 
approximately 8%, due mostly to economic improvement (6.2% of the 8%).   
Even with economic improvement, FY18 taxable values were lower than in FY08 (the highest level), which 
shows the significant impact of the Great Recession and slow recovery. The percentage of taxable value to 
assessed value increased 1% to 68% in FY18.   More information on property values is available in Schedule 
H of the Statistical Section.
Local Option Sales Tax revenue and State Shared revenue (mostly state sales tax) increased, because of 
continued economic improvement. CST revenue was flat, due mostly to customer behavior, including a shift 
from cable services toward Internet-based services. Changes in providers also likely contributed to the 
decline, due to increased competition and bundling of services.   A continued decline in CST is projected. 

Major General Revenue

FY18 FY17
Increase

  (Decrease)

Property Tax $24.1 $21.0 $3.1 14.2%
Utility Tax and Franchise Tax (mostly electric utility) 14.8 14.2 0.6 4.2%

Local Option Sales Tax (“Penny for Pinellas”) 8.7 8.3 0.4 4.8%

Communications Services Tax (CST) 2.9 2.9 0.0 0.0%

State Shared Revenue (mostly from the state sales tax) 8.7 8.5 0.2 2.4%

Total $59.2 $54.9 $4.3 7.8% 

Major GA General Revenues increased 7.8% 
compared to a 4.4% increase last year, due mostly to
a property tax increase.  Economic improvement
also created higher property values and sales taxes.

GA Expenses - The following graph presents GA expenses for the past ten years by Function, which is
useful in identifying larger trends. A "Function" is a grouping of similar activities, for example, the Public Safety
Function includes police and fire rescue activities.   Most Functions experienced little or no growth over the
past ten years, due budget reductions made during the Great Recession and slow recovery.



Most of the increase in each Function relates to normal salary and benefit increases, due to inflation, as well 
as one-time wage compression adjustments made over the last few years that were necessary to 
remain competit ive in a tight labor market after several years of salary freezes.
About half of total GA expenses relate to Public Safety services, which is normal for the City. Most of the
Public Safety increase is related to an increase in pension costs and new police and fire personnel that were 
added in accordance with the public safety staffing plan. Economic Development expenses increased,
largely due to increased development activities, which required additional planners and building inspectors.

Governmental Activities (GA) “Net” Expenses - The GASB requires a presentation of “net expenses”
in the government-wide financial statements.  Net expenses are total expenses minus related program
revenue, which is mostly charges for services. This presentation reveals the amount of expenses that must 
be paid for with general revenue, which is mostly taxes.  

The table below presents GA net expenses.  The table shows that 63% of GA expenses were paid for with 
general revenue, which means 37% were paid for with program revenue, mostly charges for services.

Governmental Activities
($ in millions)

Function
Total 

Expense
Program 
Revenue Net Expense

General Government $9.4 $3.5 $5.9 63%
Public Safety 44.7 13.2 31.5 70%
Public Works 10.4 5.5 4.9 47%
Economic Development 7.4 4.5 2.9 39%
Culture & Recreation 16.5 5.6 10.9 66% 

Total $88.4 $32.3 $56.1 63%



It would be unusual to pay most GA expenses with program revenue (mostly user charges), because user 
charges are impractical to charge and collect and most GA services are expected to be paid for through 
taxes by the public, such as police investigations, fire/rescue, and library services. Some GA expenses can 
be recovered through user charges, such as recreation programs and building permitting.  

The Economic Development Function reported the lowest net expense, which is mostly due to program 
revenue received from construction permits, construction inspections and housing grants.  The Public Works 
Function reported the second lowest amount of net expenses, due to collection of stormwater fees, which are 
established in amounts sufficient to pay all stormwater operating expenses and small capital improvements. 
The Public Safety Function (police and fire rescue activities) reported the highest net expenses, which is 
normal. The vast majority of Public Safety Program Revenue ($9.2million) is related to Fire/EMS revenues 
received from Pinellas County for fire services provided to unincorporated areas and for county-wide EMS.

Business-type Activities (BTA) – Three enterprise funds comprise all BTA: Wastewater (collection,
treatment and reclaimed water distribution), Solid Waste collection (garbage, brush, bulk items and
recyclables) and a Golf Course.  

All BTA expenses are paid for with program revenue in most years.  Charges for services were essentially
unchanged from the prior year, because there were no rate increases and customer growth was relatively
small. BTA  expenses only increased 1%,  which is discussed further in the enterprise fund analysis.  

Key financial metrics for BTA include (additional information is presented in the Proprietary Fund statements): 

Total BTA program revenue was approximately the same as in the prior year, because there were
no service charge (rate) increases.  BTA rate increases have not been required since 2007, due
largely to improved efficiency, low inflation, cost reductions and wage freezes.

Wastewater and Solid Waste revenues are not growing significantly, because the City is virtually at
build-out and re-development growth is insignificant relative to the existing base. Wastewater
revenue also declines when properties are annexed, because the 25% surcharge is removed.

Wastewater operating income was $400,000 lower than the prior year, due mostly to slightly higher
repair and maintenance costs.  Additional projects were conducted to repair and “tighten-up” the
collection system as part of an ongoing effort to reduce inflow and infiltration.

Golf course revenue was $24,000 lower than the prior year (2.5%), $9,000 of which was due to lower
Pro Shop sales. The Golf Course has continued to cover all of its direct operating expenses, except
for depreciation and the General Fund administrative charge.

“GOVERNMENTAL” FUNDS DISCUSSION and ANALYSIS (Individual funds, “small-picture” focus)

Governmental Fund reporting focuses on “major funds” (larger funds) by measuring the flow of current 
financial resources, like cash, using the modified accrual basis of accounting.  This is different from the
“big-picture” focus in Governmental Activities, which measures the flow of economic resources using the full 
accrual basis of accounting.
The City reported five major funds over the past two fiscal years:  General, Local Option Sales Tax, SHIP, 
HOME, and CDBG.  These funds also comprise the majority of total Governmental Activities.



General Fund. The General Fund is the largest fund and also accounts for the majority of Governmental
Activities.  The next several pages highlight the General Fund’s activity.   
Fund Balance.  Fund Balance is an important indicator of a government’s financial strength.  Fund Balance 
is "left-over" revenue that has not been spent and is often called a "rainy-day" reserve, because part of it can 
usually be used to pay unexpected costs or to compensate for unexpected revenue losses. 
Fund Balance is reported in categories prescribed by GASB standards. The following graph presents the

General Fund's major fund balance categories, including the Great Recession period.

Unassigned Fund Balance.  This amount is available to compensate for revenue shortfalls, expenditure 
increases, or to seize unexpected opportunities.  As shown in the graph, the Unassigned Fund Balance 
declined significantly from its highest level ever in FY08, due to the Great Recession and the long recovery. 
The FY18 increase of approximately $1.5 million was due mostly to property tax growth related to continued 
economic improvement and a millage rate increase, which are discussed in greater detail later.   Of the $2.6 
million increase in FY17, $1 million (38%) related to one-time proceeds from a legal settlement.  Most of the 
FY16 increase was due to revenues increasing slightly and additional budget cuts. 

The Unassigned fund balance increase over the past 
few years is an extremely positive development and is 
discussed in more detail later.

Committed & Assigned Fund Balance.   A large part of the Committed & Assigned Fund Balance is set aside to 
balance the following year's budget, because estimated revenues are usually less than appropriations. This
amount is not available for other purposes, unless the subsequent year's budget is reduced.
The amount set aside for future budgets has decreased since FY11, which means there is a smaller
difference between the following years' estimated revenues and appropriations. Of the committed and 
assigned amounts presented, $1.4 million was committed for the FY19 budget and $1.7 million was committed 
for the FY18 budget, which represented 1.8% and 2.2% of the budgets, respectively.  
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he Committed & Assigned Fund Balance resulted part ly from sign i f icant budget reductions
made during the Great Recession and subsequent recovery, which is a silver lining to an otherwise stormy 
period.   Additional property tax revenue was also received, due to economic improvements and 
millage rate increases, which are discussed later, coupled with continued control of expenditures.
Part of the Committed & Assigned Fund Balance also includes amounts set aside for outstanding
purchase orders (PO's),  which were $923,000 at the end of FY18 compared to $1.6 million at the end of
FY17.  Outstanding POs reflect a claim against the current year's budget, just as expenditures.  If POs are 
not fulfilled in the amounts set aside, any unfulfilled amounts are returned to fund balance in the subsequent year. 

Approximately $2 million was assigned for unpaid vacation leave for the last two years. Unpaid vacation
is recorded as a liability in proprietary funds and at the government-wide level, but not in governmental funds; 
therefore, the assignment reflects the impact on fund balance if the unpaid leave is paid early in the next year.

The recent amounts Committed for the following year's 
budget are low compared to earlier years and are also 
below the average under-budget amount of 5%. This 
means amounts Committed are unlikely to be spent. 

Fund Balance Policy.   Fund balance is just one tool that can provide fiscal stability until an unanticipated 
condition improves or action can be taken. FY18’s ending fund balance represents an adequate 
amount to compensate for normal economic downturns or m i no r  disasters; however, no “normal”
fund balance will ever be able to compensate for significant economic downturns or m ajo r  disasters.

Florida Statutes set no minimum Fund Balance, except that total Fund Balance cannot be negative. The City
Commission adopted a Fund Balance policy for the General Fund in FY16, which establishes a minimum level
and a target level (desired) for "Unrestricted" Fund Balance.

“Unrestricted” Fund Balance is defined by the Government Finance Officers Association (GFOA) as a 
combination of Committed, Assigned and Unassigned Fund Balances. The GFOA's recommended “minimum”
Unrestricted Fund Balance is two months of budgeted expenditures, or 17%.  The GFOA does not 
recommend a target or maximum level, because each government’s characteristics are unique.   

Common methods of determining a target fund balance are:

As an absolute dollar amount ("pick a number", like $1 million)
As a percentage of the current year's projected or budgeted revenues or expenditures
As a percentage of the next year's budgeted revenues or expenditures

Question: How much of an Unrestricted or
Unassigned fund balance should the
General Fund maintain? 

Answer: Determining a “one size” target fund 
balance amount is difficult, because each
government is different.



Factors that influenced the development of the General Fund’s fund balance policy, included:

Revenues are relatively stable, well diversified and could be raised, if needed

The Property Tax millage rate could be increased, because it is only about half of the legal limit

Elected officials have demonstrated a willingness to increase revenues, when needed

Many expenditures are variable or semi-variable and could be reduced, if needed

Elected officials have demonstrated a willingness to reduce expenditures, when needed

The General Fund pays no debt service costs and debt could be issued, if needed

All things considered, the local economy is relatively stable

The City maintains an average level of risk aversion and maintains adequate insurance

A Theory of Relativity -   The following graph presents the General Fund’s fund balance trends since the start 
of the Great Recession. A higher percentage indicates more “cushion” to make appropriations, if needed.   

While the previous graph showed that FY18 fund balance amounts are close to FY08 in dollar amounts, the 
following graph shows they are not as close in relative terms, so there is less flexibility to make additional 
appropriations today than in FY08.  Also, most department budgets have become "tighter" since FY08, due to 
years of budget cuts, which reduces the flexibility to cut expenditures, relatively.  

The Unassigned-Actual fund balance is at its highest
level in  years and the Unrestricted-Actual fund 
balance is near the Target, although lower than last year.  

The Unrestricted fund balance is not all available to 
spend, because of commitments or assignments.  The
Unassigned fund balance is a better measure of an 
emergency reserve, because it is all available to spend. 
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General Fund Revenue.  The following graph presents the General Fund's Major Revenues for the past
five years.  Major revenues typically comprise 80%-85% of total General Fund revenue.

The above graph's message is, there has been low or no growth in several major revenues, which has made
it more difficult to maintain services without property tax increases.   Major revenues grew $5 million to $63
million, or 9%, mostly due to property tax growth, which is discussed below.  Non-major revenues declined
$400,000; therefore, all FY18 General Fund revenue growth was produced by major revenues.

Only Property Tax and Other Service Charges can be
increased, subject to legal restrictions. Service Charges 
are also constrained by market conditions. Most other
revenues are uncontrollable, because rates are set  at 
the maximum or determined by agreement or law.   

Property tax revenue increased $3 million or 15%, which was the fifth year of increase; however, FY18
taxable values were still $360 million lower than in FY08 (8% lower), including all new construction and
annexations since FY08, which demonstrates the impact of the Great Recession.  

Half of the increase was due to higher taxable values, due to an improved economy, plus new construction 
and annexations. The other half was due to a millage increase from 5.37 to 5.74 mills.  The millage increase 
was a strategic response to a proposed constitutional amendment, which included an additional homestead 
exemption and new revenue restrictions. The amendment failed by about two percent (about 152,000 votes).

It can be argued that FY08 taxable values were 
artificially inflated, but even compared to FY06 (twelve 
years ago), taxable values  increased less than 
2% a year, which includes a significant number of 
annexations, redevelopment and new construction.

State Shared revenues grew $300,000 (4%), due to economic improvement, which generated higher
sales taxes.  The increase was higher than last year’s 3% growth, which was also based on the economy. 



Fire and EMS Serv ice Charges from the County increased $600,000 or 7% due mostly to renegotiation
of the contract and an approved budget increase related to new positions authorized in the public safety
staffing plan.  This revenue paid approximately 50% of the General Fund’s Fire Rescue costs in FY18 and
has been the third largest revenue for many years.

Electric utility taxes and franchise fees have been essentially flat over the past five years, due to a reduction 
in the tax base caused by a decline in fuel prices and greater conservation, including more solar usage and 
normal replacements of less efficient equipment, especially HVAC systems.  Other major factors that can 
signif icantly af fect the tax base include weather variations (milder or harsher winters and summers). 

Communications Services Tax (CST) was essentially flat (a decline in relative terms), due partly to intensified 
competition, lower charges for bundled services, and more customers transitioning to Internet-based
services, all of which reduce the tax base.  Most Florida governments have experienced similar CST declines. 
Current projections include no growth; therefore, this revenue will continue to decline relative to the budget.

Any revenue with no growth, such as the CST, 
electric utility taxes and electric franchise fees, is
actually declining relative to expenditures, because of
inflation and service level increases.

Revenue Diversification. The following graph presents the General Fund's Major Revenues as a
percentage of total General Fund revenue, which helps to identify trends in reliance. There have been several 
changes in revenue reliance; however, the General Fund’s major revenues remain fairly well diversified.

Property tax revenue reliance increased the most, from 23% of total revenue in FY08 to 32% in FY18, which 
is a 39% increase.  The millage was increased from 3.65 in FY08 to 5.74 in FY18, due to a decline in taxable 
values, slow or no revenue growth, rising costs and because property tax is the largest controllable revenue.

With a ten mill cap and increased State restrictions, the City has less flexibility to increase the millage rate
now than in FY08, both legally and practically.  Since most major revenues are not controllable by the City,
greater reliance is likely to be placed on property taxes in the future, to the extent possible and practical.



Reliance on Electric Utility Tax and Franchise Fees declined by about 2 percentage points since FY08 and
reliance on State Shared Revenue has declined about the same. These revenues are not controllable by the
City, because of statutory caps, and are highly dependent on consumer behavior and weather conditions. 

Reliance on CST declined the most, which declined from about 8% of total revenue to 4%, or a 50% 
decrease.  Current projections indicate no or low growth in CST over the next five years; therefore, CST 
revenue will continue to decline relative to the budget.  

The main concern with less revenue diversification is 
that declines are amplified as reliance on a particular
revenue grows, much the same as with declines in an 
undiversified investment portfolio. 

Reliance on Fire/EMS service charges has grown by 2 percentage points, due to growth in the Fire/EMS
budget and contractual changes. Reliance on other Service Charges has remained near 9%, even
though charges have been adjusted based on cost increases, demand, competition and market conditions.

Fun Fact – Total FY18 Fire/EMS Service Charges and 
Other Service Charges ie with Electric Taxes and
Franchise fees for the second largest revenue 
source at 22% each.  FY08 total Service Charges were 
also tied with Electric Taxes and Fees at 20% each. 

General Fund Expenditures and Encumbrances. The following table compares the General Fund’s total 
expenditures and year-end encumbrances to the final budget.
Year-end encumbrances reduce the fund balance carried-forward; therefore encumbrances are combined with
expenditures to determine each departments' budget variance.  Amounts re-budgeted to the following year
are also listed in a separate column, because they will eventually be expended in the following year. 
Most departments typically under-spend their budgets by 5%, due to savings from normal personnel turn-over. 
The total under-budget variance of 6.3%, including the amounts re-budgeted in the next year, was mostly due 
to personnel turn-over and is slightly larger than the prior year's under-budget variance of 5.1%.

The Police Department was over-budget $186,000 (0.8%), due mostly 
to extra off-duty assignments related to new contracts.  Costs were paid 
for with service charges; however, a budget amendment should have 
been requested when the new contracts were approved.

The Engineering Department budget was under-expended by $2,000; 
however, an encumbrance near year-end pushed the department over-
budget by $5,000 (0.6%). This was the Department’s first year of being 
separated from the Community Development Department and future 
budgets will be more accurate.

Under-budget variances of greater than 10% are discussed below.

Recreation, Parks & Arts:  About 25% of the variance ($530,000) was related to re-budgeted amounts
for Trail Rehabilitation projects and an FDOT grant for median beatification. The Performing Arts
Center reported operating cost saving of approximately $100,000, which was realized in numerous
categories.  Most programs underspent their budgets by more than 5% in varying areas.



Library: most of the variance is related to personnel savings of $321,000, due to turn-over and to
$200,000 that was budgeted for the bookmobile, which was paid by Library Foundation, instead.

Information Technology: About half of the variance ($300,000) was due to re-budgeting the
phone system replacement project. Another $250,000 was due to personnel turnover savings
of $150,000 and $100,000 in software service agreement savings.

Community Development About half of the variance was related to extraordinary personnel
vacancies ($135,000), due largely to difficulty in filling key positions.

General Operating:  Almost 75% the under-budget amount ($297,000) was caused by under-
spending for debris removal and monitoring costs related to Hurricane Irma.

General Fund - FY 2018
Expenditures & Encumbrances

Compared to Final Budget ($ in thousands)

Department Expend. Encumb.

Total
Expended & 
Encumbered

Final
Budget

$
Variance

Under
(Over)

%
Variance

Under
(Over)

Expenditures
Re-budgeted

in FY 2019

Police $23,235      $   5 $23,240 $23,054 (186) (0.8)%

Fire Rescue 18,371 72 18,443 19,935 1,492 7.5% $ 25

Rec., Parks & Arts 10,846 370 11,216 13,223 2,007 15.2% $530

Public Works 4,151 237 4,388 4,828 440 9.1%

Library 3,663 42 3,705 4,304 599 13.9%

Information Tech. 3,065 69 3,134 3,808 674 17.7% $300

Community Develop. 2,009 27 2,036 2,289 253 11.1%

Administration 2,617 75 2,692 2,726 34 1.2%

General Operating 1,230 18 1,248 1,644 396 24.1%

Finance 852 - 852 899 47 5.2%

Engineering 790 7 797 792 (5) (0.6)%

Human Resources 569 - 569 599 30 5.0%

Legislative 351 1 352 375 23 6.1%

Total $71,749 $   923 $72,672 $78,476 5,804 7.4%

6.3%



Local Option Sales Tax Fund.  A one-cent Local Option Sales Tax (LOST) was approved for a ten
year periodbeginningFebruary 1990 and extended for three ten-year periods throughvoter referendum.  LOST 
revenue can only be used to: finance, design and construct or improve infrastructure (roads, bridges, 
buildings, etc.); acquire land; and purchase public safety vehicles with a life expectancy of at least five years.
The following graph presents LOST revenue for the past thirteen years, including the highest year ever
recorded in FY06.  Revenue declined significantly from FY06 to FY 11, due to the Great Recession and slow
recovery, but has been gradually increasing as the economy has improved.
FY18 revenue was $180,000 above budget (2.4%) and above prior year revenue by $300,000 (4%), 
which was the seventh year of increases, due to economic improvement. FY18 revenue of $7.6 million
was just above the highest amount ever received of $7.4 million in FY06, which shows the lack of growth.
Initial revenue projections of the City’s share of “Penny Three” were $90 million, but new estimates
are closer to $75 million, due mostly to the effects of the Great Recession and partly to increased Internet
sales, many of which have not been taxed.  The schedule below summarizes major expenditures in FY18. 
Fund balance decreased by $1.8 million to $6.2 million, due to normal variability and is projected to be
totally expended over the last three years of Penny Three. The LOST Fund is a good example where fund
balance could be zero, because the fund pays no operating costs and expenditures are relatively easy to
project, including debt service. A fund balance is usually maintained to cover cost fluctuations

LOST Fund – FY18 Expenditure Summary

Debt Service – Community Center & Highland Recreation $ 3,541,000
Public safety vehicles 2,929,000
Roadway and stormwater improvements 1,739,000
Police data 911 systems 373,000
Municipal complex generators 1,727,000
Playground equipment 127,000
Fire Station #43 construction 104,000
Other projects 95,000

Total expenditures $10,635,000



Housing Assistance Funds. The City administers five housing Funds, three of which are Major Funds
(SHIP, HOME and CDBG). The City prides itself on leveraging housing resources by partnering with
Pinellas County, non-profits and developers. Housing assistance is primarily provided in the Target Area.

Housing assistance, includes: Eviction Protection, Rental Deposits, Rehabilitation, Down Payment
Assistance, Housing Counseling, Legal Assistance, Homeless Services, Chore Services for Seniors,
Public Facilities Improvements,  AHD for First-Time Homeowners and other assistance programs.

Information is summarized below to highlight the City's total efforts. Additional information is available at:

https://www.largo.com/services/residents/housing_assistance/subrecipient_applications.php#outer-520

Housing Assistance Funds ($ in thousands) _

SHIP HOME CDBG NSP2 PCH Total
2018

Total
2017

Revenue & transfers $669 $446 $730 $0 $7 $1,852 $2,094
Expenditures & transfers 829 446 730 0 0 2,005 1,906
Net revenue (expenditures) (160) 0 0 0 7 (153) 188
Beginning fund balance 743 0  0  0  4 747 559
Ending fund balance $583 $0 $0 $0 $11 $594 $747

Loans outstanding @ 9/30 $5,551 $3,383 $2,138 $116 $721 $11,909 $12,434

The SHIP Fund's major revenue was from the state documentary stamp tax until the State Legislature
redirected revenues during the recession and recovery.  The Legislature has restored some funding, so
about half of SHIP revenue now comes from doc stamps and half comes from loan repayments.

CDBG Fund revenue is primarily from the Federal Government (HUD) and partially from loan repayments.

The HOME Fund receives revenue from Pinellas County and loan repayments.

NSP2 and PCH funds have no revenues projected, except principal and interest from loan repayments.
A fund balance is usually not reported in HOME, CDBG, PCH or NSP2, because revenue is received on a
reimbursement basis.  Loan repayments create fund balance if they are not expended before year end.

ENTERPRISE FUNDS (Individual funds, “small-picture” focus)
The City operates three Enterprise Funds.  Enterprise funds use the same basis of accounting as
Business-type Activities at the Government-wide level (full accrual), which is similar to private sector 
accounting. These three funds comprise all Business-type Activities reported at the Government-wide level.

User charges in all three funds remain competitive with 
other providers in the area and throughout the state,
while service levels are among the highest. A large 
number of annexations are always related to a desire to 
receive the City’s exceptional solid waste services.



The following table summarizes key Enterprise Fund activity.

Enterprise Funds ($ millions)

Wastewater Solid Waste Golf Course

1: FY17 ending and unrestricted net position were restated in FY18, due to a retroactive GASB change in OPEB reporting standards.

Wastewater Fund.   The rate structure was changed in FY 18,  but no new revenue was generated. The 3,000
gallon minimum for residential customers was reduced to zero and the 8,000 g a l l o n  maximum was
increased to 10,000 to create greater equity and to bring the rate structure in line with surrounding utilities.

A 25% rate increase is projected in FY21, which will be the first increase since FY07.  Rates have remained
steady, due to: three years of salary freezes; a delay in constructing several large projects, which resulted
debt service savings; and collection system improvements, which have reduced flows and treatment costs.

The increase in unrestricted net position is mostly related to draws on the State Loan for capital expenditures 
made during the prior year and paid with unrestricted net position. The State Loan is reimbursement-based. 

Solid Waste Fund.  A 20% rate increase was implemented on 10/1/18 (FY19), which was the first increase
since FY07.  A 10% rate increase is projected in FY22. Rates have remained low, due to: three years of
salary freezes; an increase in recycling rate related to a shift to single-stream collection, which reduced costs;
improved route management; and no tipping fee increases, which comprise about 30% of operating costs.

Recently announced tipping fee increases and new 
recycled materials disposal charges will accelerate the 
next rate increase. Disposal costs could increase 
$500,000-$750,000, or 5% of total operating expenses. 

Golf Course.  The negative change in net position (net loss) of $121,000 was higher than prior year ($84,000), 
due partly to a $24,000 revenue decrease (2%), which reflects continued nation-wide weakness in demand
for golfing services. Expenses also increased $17,000 (1.6%), due to inflation. The administrative charge
for indirect services such as HR and IT is still being waived to assist the course in covering its direct expenses. 

Even with the recurring negative change in net position, the Golf Course has consistently reported a positive
cash flow, which means all cash expenses have been covered over the past several years.  Rates, promotions 
and other marketing efforts are continuously reviewed and adjusted, based on market conditions.  

The positive cash flow only allows funding of minor 
capital assets. The last major capital improvement
of $2 million was funded by Local Option Sales Tax. 

2018 2017 2018 2017 2018 2017

Operating Revenue $22.9 $22.9 $11.0 $11.2  $0.9 $1.0
Operating Expenses $20.9 $20.4 $12.3 $11.7  $1.1 $1.1

Operating Income (Loss) $2.0 $2.5 ($1.3) ($0.5)  ($0.2) ($0.1)

Change in Net Position $1.7 $2.6  ($1.1) ($0.3)  ($0.1) ($0.1)

Ending Net Position $113.0 $111.31 $12.1 $13.21  $2.1 $2.21

Ending Unrestricted Net Position $32.7 $22.61  $6.1 $6.51 $0.2 $0.21



CAPITAL ASSETS AND DEBT
The City's investment in capital assets is summarized below for the past two fiscal years. Governmental 
Activities include all general government capital assets and Business-type Activities include all enterprise fund 
capital assets. No significant changes are reported in either of the Activities.

Capital assets are depreciated using the straight-line method over assets’ estimated useful lives.  Total 
assets were less than 50% depreciated at the end of FY18 (39% GA and 45% BTA). Provisions have been
made to replace major capital assets in the City’s Capital Improvements Program and Long-term Financial
Plan, which are on the City’s web site.  Additional capital asset information is in Note IV.C.

Government-wide Activities ($ millions)
Governmental Business-type Total 

Capital Assets 2018 2017 2018 2017 2018 2017
Land $26 $25 $3 $3 $29 $28
Construction in progress 17 8 107 100 124 108
Buildings and improvements 77 77 7 7 84 84
Improvements other
than buildings 64 64 141 150 205 214 
Machinery and equipment 40 41 20 23 60 64
Intangible 1 1 -   - 1 1

Total capital assets 225 216 279 283 504 499
Less accumulated depreciation (87) (81) (125) (131) (212) (212)
Net capital assets $138 $135 $154 $152 $292 $287

The cornerstone of the City's financial condition is its conservative debt policy. Details on all long-term
debt is included in Note IV.F. The following table presents all long-term debt

.

Activities ($ millions)

Governmental Business-type Total  
Long-term Debt 2018 2017 2018  2017 2018 2017

Community Center $1.8 $3.0 $ - $ - $1.8 $3.0
Highland Recreation Complex 3.4 5.6  - - 3.4 5.6
Wastewater Improvements - - 76.0 63.4 76.0 63.4
Net Pension Liability 41.4 37.6 - - 41.4 37.6
CompensatedAbsences (vacation) 2.5 2.6 0.5 0.5 3.0 3.1
Other Post-employment Benefit (health)

)
9.4 5.7 2.1 1.3 11.5 7.0

Other 1.9 2.0 - - 1.9 2.0
Total Long-term Debt $60.4 $56.5 $78.6 $65.2  $139.0 $121.7



The City uses a “pay-as-you-go” policy for most capital purchases, including most infrastructure. Borrowing
is only used for large, non-recurring capital items after considering the ability to repay and public needs.

The City has no general obligation debt outstanding and all governmental debt is secured by Local Option 
Sales Tax revenue.  Governmental debt was issued in FY11 for construction of the Community Center and
in FY12 for construction of the Highland Recreation Center.

Business-type Activities debt was issued in FY16-FY18 for construction of three major wastewater projects 
required by a state consent order. The Wastewater Fund is the only enterprise fund with long-term debt.

Fun Fact - Final payments on the Community Center
and Highland Recreation Center loans will be made in
2019. Both loans will be repaid in less than ten years.

The City h a s received wastewater loans from the Florida Department of Environmental Protection to
of up to $84 million for construction of three “Consent Order” projects that will expand and improve the
wastewater collection system, disinfection system and plant head-works. Additional authorization has also
been received of approximately $60 million for the “middle plant” project. Loan draws are taken after
construction payments are made, which reduces borrowing costs compared to traditional bonds.

Fun Fact - The average interest rate on the DEP
loans is less than 1%,  which will produce at least $15
million in net savings over conventional borrowing. 

Another indicator of the City's conservative debt policy debt is the amount of debt outstanding compared to
the cost of the related capital assets. Business-type Activities (wastewater) debt increased, because of
construction of the three Consent Order projects. These three projects' estimated final cost of
approximately $80 million will effectively double the wastewater system's net capital assets.

The table below depicts the percentage of City's capital assets that are financed.

Capital Assets ($ millions)
Governmental Business-type

Activities Activities Total  

2018 2017  2018 2017 2018 2017

Net capital assets $138 $135 $154 $152 $292 $287
Less related debt (5) (8) (76) (64) (81) (72)
Equity in net capital assets $133 $127 $ 78  $88 $211 $215
Portion financed (%) 4% 6% 49% 42% 28% 25%

Only 4% of governmental capital assets are financed. 
The portion of capital assets financed in Business-type 
Activities (wastewater) increased, because of the three 
Consent Order projects, but the portion financed is still 
relatively low. 



Long-term liabilities are recorded for unused compensated absences (vacation leave), which will result in
additional payments if unused vacation is paid at separation.

Pension liabilities. Eleven years after the Great Recession, many local governments’ pension plans are still 
worse off than they were before the recession, including Largo’s plan.  A year before the recession began, 
the median pension plan funded ratio was 92% for state plans and 97% for local plans, according to Wilshire 
Funding Studies. Average ratios fell to 68% for states and 72% for local governments by 2016.  A low ratio 
indicates a pension plan is financially weaker and that more money will be required to meet future obligations.

The City’s pension costs were approximately 6% of the General Fund Budget in FY18 and FY17.  The 
following table presents information for the City’s Police and Fire Pension Plan.

Actuarial Report 
Date

October 1
Funded
Ratio

Surplus
(Deficit)

$ millions

City’s Annual
Required Contribution

$ millions % of pay
1999 (1) 122.7% $10.3 $0 0%
2011 (2) 59.4% ($52.7) $5.1 36.7%

Last Six Years
2012 67.3% ($43.8) $4.3 31.6%
2013 74.4% ($35.0) $3.7 28.7%
2014 77.5% ($31.8) $3.5 26.5%
2015 73.6% ($38.6) $4.2 29.8%
2016 70.6% ($47.7) $5.1 32.3%
2017 75.4% ($41.4) $4.8 29.4%

(1) Highest Funded Ratio and Lowest Required Contribution since 1992

(2)  Lowest Funded Ratio and Highest Required Contribution since 1992

The funded ratio trend has been mostly downward for many years, primarily because investment earnings have
been below the assumed rate. Changes to actuarial assumptions have also decreased the funded ratio, 
primarily related to reducing the investment return from 8.33% to 6.75% and increasing life expectancies. 

The pension benefit reductions made in FY13 will 
likely be reinstated, based on current negotiations, 
which will increase the net pension liability and the City’s 
required contribution, all other factors held constant. 

The long-term goal of any pension plan is to reach a 100% funded ratio, which is when plan assets
equal plan liabilities.   The most important factor about a funded ratio is the trend, because it shows whether
progress is being made toward fully funding the Plan.  

Two new GASB standards required unfunded pension liabilities (net liabilities) or surpluses (over-funding) to
be recorded in the financial statements, required additional note disclosures and required adoption of one 
standard actuarial method. Previously, net pension liabilities and surpluses were only disclosed in the
notes.  The new GASB standards are intended to more prominently report pension liabilities.



The new GASB standards didn’t significantly change how the pension liability was calculated, because the
plan’s actuary was already using the required valuation method.  Recording the Pension Plan's net
pension liability in the City's government-wide financial statements h a s  created a negative
Governmental Activities unrestricted net position since FY15.  A summary of the pension liability follows.

Governmental Activities (GA)
Pension Plan Liability Information – Prior Three Years and the Most Recent Year Available

Actuarial
Valuation

Date

Total
Pension
Assets

Total
Pension
Liability Pension

Liability
10/01/17 $127 million $168 million $41 million

10/01/16 $114 million $162 million $48 million

10/01/15 $107 million $146 million $39 million

10/01/14 $109 million $142 million $31 million

Since the annual Actuarial Valuation Report is often issued after the CAFR is completed, the City has elected
to use the immediately prior Actuarial Valuation Report to record the net pension liability.   The moist recent 
$41 million net pension liability was created mostly by extraordinary investment losses and relatively lower
investment gains over the past decade, which have been experienced by most pension plans. 

Fun Fact - Police officers and firefighters are the only
City employees who participate in a defined benefit
pension plan.

As of the last actuarial valuation, the City’s required pension contribution decreased 2.9% of pay ($300,000), 
due mostly to positive investment returns. The funded ratio also increased to 75% (25% under-funded) 
from 71%, which means the pension plan had accumulated about 75 cents in assets for every $1 of liabilities.
The net pension liability changes mostly because of investment performance and actuarial experience
rather than by payments made in and out of the plan. The net pension liability's liquidation may or may not
require the use of future assets, based on investment returns, which is different than a normal liability.

The City’s is reporting a weaker financial condition
because of the $41 million pension liability. If the
liability was $0, the City's pension contribution would
decline by half to 15%, which would save $2.4 million
a year over the next 30 years ($72 million total savings).

Additional pension plan information is in Note V.C and in the Required Supplementary Information located
after the Notes.  Actuarial reports are at:  https://www.largo.com/document_center/#outer-202sub-325



ECONOMIC CONDITIONS, NEXT YEAR'S BUDGET AND NEXT YEAR'S RATES (FEES)

Economic Conditions. Most global, national, state and local economies continued to improve over the
past year and the City is cautiously optimistic about future economic conditions. Current projections indicate 
a 20% chance for a nation-wide recession in 2019 and a 33% chance in 2020.

Several factors point to a positive short-term economic outlook for the City, including annexations,
redevelopment and low debt.  The City's infrastructure is in good condition and provisions have been made
to replace aging infrastructure, equipment and facilities. Florida tourism remained near record levels,
construction starts increased, home values rose, sales taxes grew and unemployment dropped.

Question:  Are current economic improvements sustainable?

Answer: Having five positive fiscal years in a row has provided
welcomed relief from years of budget c u t s  and service
reductions. However, economic improvements are partially the 
result of artificial stimuli, both fiscal and monetary. What happens
in Washington over the next few years is also difficult to project. 

The Federal Reserve (Fed) began increasing interest rates, then abruptly stopped, due to a negative market 
reaction.  Interest rates remain near historically low levels, which reduces the purchasing power of fixed-
income investors like retirees, who comprise a large percentage of City residents. Lower interest rates
have also increased pension contributions, because 30% of Plan investments are fixed income securities.

The long-awaited wind-down of the Fed’s investment portfolio that was built-up through quantitative easing
was also halted, which leaves approximately $4,000,000,000,000 on the Fed’s balance sheet.  This is equal 
to 30% of all consumer debt of 13.5 trillion at the end of 2018, which demonstrates its significance. 

What is likely the "best" thing for the economy in the long-run is a return to "normal" rates that encourage
saving and keep inflation in check.  After nine years of "recovery", it is l ikely that the US is closer to the
next recession that the last one, especially since the recovery's length just set a new all-time record. 
The housing market is strong, but personal income growth has been weak, labor participation remains
below average and many new jobs are lower paying.  Auto sales have cooled significantly and the negative
effects of looser credit is emerging in the form of increasing loan defaults.
Unemployment figures are still somewhat misleading, because many people stopped looking for work, others
are employed in marginal jobs and many of those who took "early retirement" would have preferred to keep
working.  So, where are the good jobs, where is the growth in wages and can everyone afford to stay retired?

All of the above factors were considered in preparing the City's FY19 budget. 

Next Year's Budget and Rates. The FY19 property tax rate was maintained at 5.7413 mills, which was
above the “rolled-back” rate; therefore, it generated a 6.28% “tax increase”, according to state law. The new
rate, plus growth in taxable values of 7.5%, are projected to generate an additional $3.2 million above FY18. 

The property tax rate was proposed by the City Commission after m any discussions about the need to
increase the General Fund's fund balance, projected declines in several other major revenues and the need to
prepare for potential future State legislation that could create additional tax restrictions.

FY19 will be the sixth year of property value growth following five years of declines.  The FY19 millage rate
remains beneath the statutory cap of 10 mills, as well as remaining relatively competitive.

Most major revenues are not projected to exhibit significant growth for the foreseeable future. Stormwater and
Wastewater fees were not increased in FY19; however, a 20% solid waste increase was effective 10/1/18.  



Long-term Projections. Most of the City's tax rates are set at maximum levels, except property taxes, so
growth is entirely dependent on the tax base. The Local Option Sales tax was renewed through referendum
for a ten-year period beginning on January 1, 2020 (“Penny Four”), which will significantly shape future capital
spending.  The City is projected to receive $100 million over the next ten-year period.

The Legislature, Governor and many voters continue to express a strong desire for lower taxes and more 
revenue restrictions, even though Florida has one of the lowest tax burdens of all 50 states.  Additional tax
exemptions were passed in 2012, which will affect future revenues, including:  

Doubling of the homestead exemption to $50,000 (except for public schools)

Imposing a valuation increase cap of 10% on non-homestead properties

Making the Save Our Homes exemption portable (which will create huge taxpayer inequity), and

Providing a new $25,000 exemption for tangible personal property.

Note: A proposal for an additional $25,000 homestead exemption (except for public schools) failed
by less than 2% in November 2018 and could be reintroduced, given the small margin of rejection.

The significant budget reductions made during the Great Recession and the many slow years of recovery 
mean it is unlikely that additional budget reductions can be made, if needed, without reducing services. Services
are continually reviewed to determine if programs can be provided more efficiently or should be eliminated.
The City will also be challenged to control salary and benefit increases in an ever-tightening labor market. 

On a positive note, fund balances have grown and are projected to remain adequate for the next few years. 

The City has adequately maintained or replaced its facilities and infrastructure and the City's workforce is well
trained and productive, albeit smaller. The City remains in good financial condition and is expected to
continue providing highly-valued, high-quality services to the Largo community and surrounding area as it 
works diligently toward achieving its vision to become, The Community of Choice in Tampa Bay, Naturally. 

ADDITIONALINFORMATION
Additional information is available on the City's website, at: www.largo.com, including Annual Budget, Long-
term Financial Plan & Capital Improvements Program and prior CAFR's. Telephone inquiries may be
directed to the Finance Director at (727) 587-6747.  Written requests for information may be addressed to
the Finance Director, PO Box 296, Largo, FL 33779-0296 or may be emailed to: fidirector@largo.com
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SINGLE AUDIT



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

Honorable Mayor, Members of the City Commission, and City Manager

City of Largo, 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 of Largo, Florida (the “City”), as of and for the 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 March 28, 2019. We have also audited the
financial statements of the Largo Community Redevelopment Agency, as of and for the year ended
September 30, 2018, and have issued our report thereon dated March 28, 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 noncompliance or other matters that are required to
be reported under Government Auditing Standards.

Purpose of this Report

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

CARR, RIGGS & INGRAM, LLC

Clearwater, Florida

March 28, 2019



INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND STATE PROJECT ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE AND CHAPTER 10.550,
RULES OF THE AUDITOR GENERAL

Honorable Mayor, Members of the City Commission, and City Manager

City of Largo, Florida

Report on Compliance for Each Major Federal Programand State Project

We have audited the City of Largo, Florida’s (the “City”) compliance with the types of compliance
requirements described in the OMB Compliance Supplement and Chapter 10.550, Rules of the Auditor
General that could have a direct and material effect on each of the City’s major federal programs and
state projects for the year ended September 30, 2018. City’s major federal programs and state projects
are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City’s major federal programs
and state projects 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); and Chapter 10.550, Rules of the Auditor
General. 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 or state
project occurred. An audit includes examining, on a test basis, evidence about the City’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

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

Opinion on Each Major Federal Program and State Project

In our opinion, the City, complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs and
state projects for the 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 each major federal program and state
project to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each major federal program and state project and to test
and report on internal control over compliance in accordance with the Uniform Guidance and Chapter
10.550, Rules of the Auditor General, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program or state project on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a 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 or state project 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 or state project 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 and Chapter 10.550, Rules of the Auditor General. Accordingly, this report is not
suitable for any other purpose.

CARR, RIGGS & INGRAM, LLC

Clearwater, Florida

March 28, 2019









SECTION I – SUMMARYOF AUDITORS’ RESULTS:

Financial Statements Results

Type of auditors’ report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? No
Significant deficiencies identified not considered to be a
material weakness(es) No
Noncompliance material to financial statements noted? No

Awards and Financial Assistance Federal State
Internal control over major federal programs and state projects:

Material weakness(es) identified? No No
Significant deficiencies identified not considered to be a
material weakness(es) None reported None reported

Type of auditors’ report issued on compliance for major
federal programs and state projects? Unmodified Unmodified
Any audit findings disclosed that are required to be reported
in accordance with –

Uniform Guidance No

Florida Single Audit Act No

Identification of Major Federal Programs and State Projects

Federal Name of Program or Cluster
CFDA 14.218 Community Development Block Grant/Entitlement Grants

State Name of Project
CSFA 37.077 Wastewater Treatment Facility Construction
CSFA 40.901 State Housing Initiatives Partnership

Federal State

Dollar threshold used to distinguish between Type A and Type B
programs: $750,000 $300,000

Auditee qualified as low risk auditee? Yes N/A



SECTION II – FINDINGS RELATED TO THE FINANCIAL STATEMENTS:

None to report.

SECTION III – FINDINGS ANDQUESTIONED COSTS –MAJOR FEDERAL PROGRAMS AND STATE PROJECTS:

None to report.

SECTION IV – PRIOR YEAR FINDINGS RELATED TO THE FINANCIAL STATEMENTS:

None to report.

SECTION V – PRIOR YEAR FINDINGS ANDQUESTIONED COSTS –MAJOR FEDERAL PROGRAMS AND
STATE PROJECTS:

None to report.



MANAGEMENT LETTER

The Honorable Mayor, Members of the City Commission
and City Mayor
City of Largo, Florida

Report on the Financial Statements

We have audited the financial statements of the City of Largo, Florida ( the “C i ty” ) , as of and for
the fiscal year ended September 30, 2018, and have issued our report thereon dated March 28, 2019.
We have also audited the financial statements of the Largo Community Redevelopment Agency, as of
and for the fiscal year ended September 30, 2018, and have issued our report thereon dated March 28,
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 Program and Project and on Internal Control over Compliance Required by the Uniform
Guidance and Chapter 10.550, Rules of the Auditor General; Schedule of Findings and Questioned Costs;
and Independent Accountants’ 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 Auditor General. Disclosures in those reports and schedule, which are dated
March 28, 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
annual financial audit report. No audit findings or recommendations were noted in the preceding
annual financial audit report.

Financial Condition and Management

Section 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
of 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 City did not meet any of the
conditions described in Section 218.503(1), Florida Statutes.



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

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

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have
occurred, that have an effect on the financial statements that is less than material but warrants 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, and applicable management, and is not intended
to be and should not be used by anyone other than these specified parties.

CARR, RIGGS & INGRAM, LLC
Clearwater, FL
March 28, 2019



INDEPENDENT ACCOUNTANTS’ REPORT IN ACCORDANCE WITH SECTION 218.415, FLORIDA
STATUTES, LOCAL GOVERNMENT INVESTMENT POLICIES

Honorable Mayor, Members of the City Commission,
And City Manager

City of Largo, Florida

We have examined City of Largo, Florida’s, (the “City”), compliance with the requirements of
Section 218.415, Florida Statutes, Local Government Investment Policies, during the year ended
September 30, 2018. Management is responsible for the City’s compliance with those requirements.
Our responsibility is to express an opinion on the City’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included 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 examination
provides 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 aforementioned requirements
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.

CARR, RIGGS & INGRAM, LLC

Clearwater, Florida
March 28, 2019
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