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/M James Moore

“ertified Public Accountants and Consultants

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and Town Council
Town of Cross City, Florida, Florida:

Report on the Financial Statements

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

Management’s Responsibility for the Financial Statements

The Town’s management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
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 auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our (1) unmodified audit opinion on the General Fund; and (2) qualified audit opinion on the
governmental activities and business-type activities and Water & Sewer Fund.
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Basis for Qualified Opinion on Governmental Activities, Business-type Activities, and Water & Sewer
Fund

As discussed in Note (9) to the financial statements, the Town has not implemented the provisions of
GASB Statement No. 75, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions (OPEB). Accounting principles generally accepted in the Unites States of
America require recording of an obligation for postemployment benefits other than pensions, which
would increase liabilities, decrease net position, and change the expenses in the governmental activities,
business-type activities, and Water & Sewer Fund. The effects of this departure from accounting
principles generally accepted in the United States of America on the governmental activities and the
business-type activities, and the Water & Sewer Fund has not been determined.

Qualified Opinion on the Governmental Activities, Business-type Activities, and Water & Sewer Fund

In our opinion, except for the effects of not implementing the provisions of GASB Statement No. 75, as
described in the preceding paragraph, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type
activities, and the Water & Sewer Fund of the Town as of September 30, 2020, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Unmodified Opinion on the General Fund

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the General Fund of the Town as of September 30, 2020, and the
respective changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

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.

Management has omitted the schedule of changes in the Town’s total OPEB liability that accounting
principles generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements are not affected by this missing
information.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 18, 2021,
on our consideration of the Town’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Town’s internal control over

financial reporting and compliance.
f

Gainesville, Florida
May 18, 2021



TOWN OF CROSS CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020

This discussion and analysis of the Town of Cross City’s financial performance provides an overview of
the Town’s financial activities for the fiscal year ended September 30, 2020. Please read it in conjunction
with the Town’s financial statements, which follow this section.

The following are various financial highlights for fiscal year 2020:

e The Town follows GASB Statement No. 68 and reported a net pension liability of $1,629,914 at
September 30, 2020.

e The Town’s overall net position increased by $180,175. Net position of business-type activities
increased by $320,463, while net position of governmental activities decreased by $140,288.

e Total ending unrestricted net position was $2,676,574.
Overview of the basic Financial Statements

This annual report contains government-wide financial statements that report on the Town’s activities as a
whole and fund financial statements that report on the Town’s two individual funds.

Government-wide Financial Statements

The first financial statement is the Statement of Net Position. This statement includes all of the Town’s
assets and liabilities using the accrual basis of accounting. Accrual accounting is similar to the accounting
used by most private-sector companies. All of the current year revenues and expenses are recorded,
regardless of when cash is received or paid. Net position — the difference between assets and liabilities —
can be used to measure the Town’s financial position.

The second financial statement is the Statement of Activities. This statement is also shown using the accrual
basis of accounting. It shows the increases and decreases in net position during the fiscal year. Over time,
the increases or decreases in net position are useful indicators of whether the Town’s financial health is
improving or deteriorating. However, other non-financial factors, such as road conditions or changes in the
tax base, must also be considered when assessing the overall health of the Town.

In these statements, the Town’s activities are divided as follows:

e Governmental activities — Most of the Town’s basic services are reported here, including
administration, fire services, road and bridge, and maintenance. Taxes and charges for services
finance most of these activities.

e Business-type activities — These activities are financed in whole or in part by fees charged to
external parties for good or services. The activities of the water system and garbage collections are
reported as business-type activities.

Fund Financial Statements

Following the government-wide financial statements are the fund financial statements. They provide more
detailed information about the Town’s funds.



TOWN OF CROSS CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020
(Continued)

e Governmental funds — The General Fund is the Town’s only governmental fund. This fund is
accounted for using modified accrual accounting. Modified accrual accounting focuses on available
cash and other financial assets that can readily be converted to cash. This provides a shorter-term
view of the governmental fund’s financial position. A reconciliation is provided with these
statements, which helps to explain the difference between the fund financial statements and the
government-wide financial statements.

e Proprietary funds — The Water & Sewer Fund is the Town’s only proprietary fund. Proprictary
funds are reported using the accrual basis of accounting and, accordingly, there is a correlation
between the amounts reported in the fund financial statements and the amounts reported in the
government-wide financial statements.

CONDENSED FINANCIAL INFORMATION The following tables present condensed, government-
wide comparative data about net position and changes in net position.

Net Position
Governmental Activities  Business-type Activities Total
2019 2020 2019 2020 2019 2020
Assets:
Non-capital assets $1,346,099 $1367,654 $ 3,834,734 $ 4,019,441 $ 5,180,833 $ 5,387,095
Capital assets 1,342916 1,308,863 15,688,120 15,725,435 17,031,036 17,034,298
Total assets 2,689015 2676517 19522854 19744876 22211869 22421393
Deferred outflows 388,547 471,885 69,185 77,046 457,732 548,931
Liabilities:
Current liabilities 106,373 76,123 338,913 374,259 445,286 450,382
Long-term liabilities 1,102,552 1,405,836 3,584,091 3.470,582 4,686,643 4,876418
Total liabilities 1,208,925 1,481,959 3,923,004 3,844,841 5,131,929 5,326,800
Deferred inflow of resources:
Pension related 88,435 26,519 15,747 4330 104,182 30,849
Total deferred inflows 88,435 26,519 15,747 4330 104,182 30,849
Net position:
Net investment in capital assets 1,304,202 1,308,863 12,155,952 12,342,115 13,460,154 13,650,978
Restricted - - 1,248,109 1,285,123 1,248,109 1,285,123
Unrestricted 476,010 331,061 2,248,227 2,345,513 2,724,237 2,676,574
Total net position $1,780,212 $1,639,924 $15,652,288 $15972,751 $17,432,500 $17,612,675




TOWN OF CROSS CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020
(Continued)

Change in Net Position

Governmental Activities  Business-type Activities Total
2019 2020 2019 2020 2019 2020
Program revenues:
Charges for services $ 295632 $ 317,736 $ 1,280,727 $ 1,288,112 $ 1,576,359 $ 1,605,848
Operating grants & contributions 137,106 72,832 - - 137,106 72,832
Capital grants & contributions - 120,000 187,403 587,690 187,403 707,690
General revenues:
Property taxes 197,130 197,586 - - 197,130 197,586
Other taxes 609,613 625,905 - - 609,613 625,905
Investment earnings 424 419 2,471 2,494 2,895 2,913
Miscellaneous 8,809 40,430 - - 8,809 40,430
Gain (loss) on disposition of capital assets 19,042 - 19,042
Total revenues 1,248,714 1,393,950 1,470,601 1,878,296 2,719,315 3,253,204
Program expenses:
General government 383,913 456,569 - - 383,913 456,569
Public safety 500,544 498,216 - - 500,544 498,216
Physical environment 278,197 295,655 - - 278,197 295,655
Transportation 286,664 250,693 - - 286,664 250,693
Culture and recreation 36,685 33,105 - - 36,685 33,105
Water & sewer - - 1,606,104 1,557,833 1,606,104 1,557,833
Total expenses 1,486,003 1,534,238 1,606,104 1,557,833 3,092,107 3,092,071
Change in net position (237,289)  (140,288) (135,503) 320463 (372,792) 180,175
Beginning net position 2,017,501 1,780,212 15,787,791 15,652,288  17,805292 17,432,500
Ending net position $1,780,212 $1,639,924 $15,652,288 $15972,751 $17,432,500 $17,612,675

OVERALL FINANCIAL POSITION AND RESULTS OF OPERATIONS
Governmental Activities

The governmental activities generated $510,568 in program revenues and $883,382 of general revenues,
and incurred $1,534,238 of expenses. This resulted in a $140,288 decrease in net position.

Business-type Activities

Revenues of the Water & Sewer Fund were $1,878,296 compared to expenses of $1,557,833. This resulted
in a increase in net position of $320,463.

THE TOWN’S INDIVIDUAL FUNDS
General Fund

The General Fund’s fund balance increased by $41,250 from $1,287,029 to $1,328,279.



TOWN OF CROSS CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2020
(Continued)

Water & Sewer Fund

The Water & Sewer Fund’s net position increased by $320,463, from $15,652,288 to $15,972,751.
BUDGETARY HIGHLIGHTS

There was no change between the original and final budgets for the General Fund.

Revenues of the General Fund were less than budgeted amounts by $1,048,292.

The Town had anticipating receiving $1,050,000 in grant proceeds for road improvements. However, during
the current fiscal year actual grant receipts were $120,000 resulting in a $930,00 revenue shortfall.
Additionally, the Town budgeted to receive $200,000 for construction on a new fire department. However,
this project tabled due to anticipated cost overruns.

General Fund expenditures were less than budgeted amounts by $1,289,197.

Reference the above comment with regards to budget expenditure variations.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Town expended $575,239 to extend existing water and sewer lines. Of this amount $67,733 was spent
to complete a water extension project which was initiated in the prior year. Additionally, $105,600 was
spent on a water line extension project that was not completed at year end. Finally, $469,640 was expended
on a sewer line extension project which was not completed or placed in service at year end. For further
information on smaller purchases, please refer to the note to the accompanying financial statements entitled
Capital Assets.

Debt Administration

The Town’s long-term debt was reduced by $187,572 during the current year. Please refer to the note to the
accompanying financial statement entitled Long-term Debt for more detailed information about the Town’s
debt activity.

ECONOMIC FACTORS

We are not currently aware of any conditions that are expected to have a significant effect on the Town’s
financial position or results of operations.

Contacting the Town’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Town’s finances and to show the Town’s accountability for the money it receives. If you
have any questions about this report or need additional financial information, contact Town Hall at PO Box
417, Cross City, Florida.



ASSETS
Cash and cash equivalents
Investments
Receivables, net
Internal balances
Due from other governments
Inventories
Prepaids
Restricted assets:
Cash and cash equivalents
Capital assets:
Depreciable, net
Non-depreciable
Total assets

TOWN OF CROSS CITY, FLORIDA
STATEMENT OF NET POSITION

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows related to pensions

LIABILITIES
Accounts payable
Accrued expenses
Customer deposits
Due to other governments
Unearned revenue
Accrued interest payable
Noncurrent liabilities:

Due within one year:
Bonds and Notes payable
Compensated absences

Due in more than one year:
Bonds and Notes payable
Compensated absences

Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred inflows related to pensions

NET POSITION

Net investment in capital assets

Restricted for:
Debt service
Construction

Unrestricted

Total net position

SEPTEMBER 30, 2020
Governmental Business-type
Activities Activities Total

$ 1,124,476 $ 2,065,744 $ 3,190,220
153,347 326,361 479,708
26,880 161,940 188,820

1,402 (1,402) -
54,960 148,354 203,314
- 12,118 12,118
6,589 12,902 19,491
- 1,293,424 1,293,424
1,042,651 13,765,540 14,808,191
266,212 1,959,895 2,226,107
$ 2,676,517 $ 19,744,876 $ 22,421,393
§ 471,885 $ 77,046 $ 548,931
$ 16,356 $ 31,303 $ 47,659
22,187 30,071 52,258
- 131,728 131,728
- 3,822 3,822
832 - 832
- 8,301 8,301
- 155,983 155,983
36,748 13,051 49,799
- 3,227,337 3,227,337
4,692 14,475 19,167
1,401,144 228,770 1,629,914
$ 1,481,959 $ 3,844,841 $ 5,326,800
$ 26,519 $ 4,330 $ 30,849
$ 1,308,863 $ 12,342,115 $ 13,650,978
- 300,046 300,046
- 985,077 985,077
331,061 2,345,513 2,676,574
$ 1,639,924 $ 15,972,751 $ 17,612,675

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2020

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 456,569 $ 3,841 $ 2,681 $ - $ (450,047) $ - $  (450,047)
Public safety 498,216 31,619 - - (466,597) - (466,597)
Physical environment 295,655 282,276 - - (13,379) - (13,379)
Transportation 250,693 - 70,151 120,000 (60,542) - (60,542)
Culture and recreation 33,105 - - - (33,105) - (33,105)
Total governmental activities 1,534,238 317,736 72,832 120,000 (1,023,670) - (1,023,670)
Business-type activities:
Water and sewer 1,557,833 1,288,112 - 587,690 - 317,969 317,969
Total business-type activities 1,557,833 1,288,112 - 587,690 - 317,969 317,969
Total primary government $ 3,092,071 $ 1,605,848 $ 72,832 $ 707,690 (1,023,670) 317,969 (705,701)
General revenues:
Property taxes 197,586 - 197,586
Sales and use taxes 118,308 - 118,308
Franchise and utility taxes 120,574 - 120,574
Public service taxes 201,689 - 201,689
Other taxes 1,180 - 1,180
State revenue sharing 156,123 - 156,123
Other intergovernmental revenues 28,031 - 28,031
Investment earnings (loss) 419 2,494 2,913
Miscellaneous revenues 40,430 - 40,430
Gain (loss) on disposition of capital assets 19,042 - 19,042
Total general revenues 883,382 2,494 885,876
Change in net position (140,288) 320,463 180,175
Net position - beginning 1,780,212 15,652,288 17,432,500
Net position - ending $ 1,639,924 $ 15,972,751 $ 17,612,675

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
BALANCE SHEET

GOVERNMENTAL FUNDS
SEPTEMBER 30, 2020
General
Fund

ASSETS

Cash and cash equivalents $ 1,124,476

Investments 153,347

Receivables, net 26,880

Due from other governments 54,960

Due from other funds 1,402

Prepaid items 6,589
Total assets $ 1,367,654
LIABILITIES

Accounts payable $ 16,356

Accrued expenses 22,187

Unearned revenue 832
Total liabilities 39,375
FUND BALANCES

Nonspendable:

Prepaid items 6,589
Assigned to:
Subsequent year's budget 352,048

Unassigned 969,642
Total fund balances 1,328,279
Total liabilities and fund balances $ 1,367,654

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2020

Fund balances - total governmental funds
Amounts reported for governmental activities in the statement of net position are different because
Capital assets used in governmental activities are not financial resources and

therefore, are not reported in the funds
Total governmental capital assets 3,417,832

Less: accumulated depreciation (2,108,969)

On the governmental fund statements, a net pension liability is not recorded unless ar
amount is due and payable. On the statement of net position, the Town's net pension liability
of the defined benefit pension plans is reported as a noncurrent liability. Additionally
deferred outflows and deferred inflows related to pensions are also reported

Net pension liability (1,401,144)
Deferred outflows related to pensions 471,885
Deferred inflows related to pensions (26,519)

Long-term liabilities, including bonds payable and notes payable, are not due anc
payable in the current period and, therefore, are not reported in the funds. These
liabilities and other long-term liabilities consist of the following

Compensated absences (41,440)

Net position of governmental activities

The accompanying notes to financial statements are an integral part of this statement.
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$ 1,328,279

1,308,863

(955,778)

(41,440)

$ 1,639,924



TOWN OF CROSS CITY, FLORIDA

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Revenues
Taxes
Licenses, permits, and special assessments
Intergovernmental
Charges for services
Fines and forfeitures
Miscellaneous

Total revenues

Expenditures
Current:
General government
Public safety
Physical environment
Transportation
Culture and recreation
Capital outlay
Debt service
Principal
Interest and fiscal charges
Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses)
Proceeds from sale of capital assets

Net change in fund balances
Fund balances, beginning of year

Fund balances, end of year

$

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

General
Fund

588,914
120,574
306,835
316,117
1,619
40,849

1,374,908

362,048
394,641
273,936
212,907

3,931
101,345

38,724
1,146

1,388,678

(13,770)

55,020

41,250

1,287,029

1,328,279

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Net change in fund balances - total governmental funds $ 41,250
Differences in amounts reported for governmental activities in the statement of activities ar«

Governmental funds report capital outlays as expenditures. However, in the statement o
activities, the cost of those assets is depreciated over their estimated useful live:
Capital outlay expenditures 101,345
Depreciation expense (99,430)

In the statement of activities, only the gain/loss on sale/disposal of capital assets is reportec
However, in governmental funds, the proceeds from the sale increases financial resources
Thus, the change in net position differs from the change in fund balance by the cost o:
the capital assets sold/disposed. (35,978)

Bond and loan proceeds are reported as financing sources in the governmental funds. However
the issuance of debt is reported as long-term debt payable in the statement of net positior
Repayment of bond and note principal is an expenditure in the governmental funds, bu
the repayment of debt principal reduces long-term liabilities in the statement of net positior
Principal repayment of general long-term deb 38,724

Governmental funds report contributions to defined benefit pension plans as expenditures
However, in the statement of activities, the amount contributed to defined benefit pension plan
reduces future net pension liability. Also included in pension expense in the statement of activitie
are amounts required to be amortized
Change in net pension liability (asset) and deferred inflows/outflows related to pension (187,784)

Under the modified accrual basis of accounting used in the governmental funds, expenditure
are not recognized for transactions that are not normally paid with expendable availabl:
financial resources. In the statement of activities, however, which is presented on the accrue
basis, expenses and liabilities are reported regardless of when financial resources are available
These adjustments are as follows
Change in compensated absences liability 1,585

Change in net position of governmental activities $  (140,288)

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
SEPTEMBER 30, 2020

ASSETS

Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Due from other governments
Inventory
Prepaid items

Total current assets

Noncurrent assets:
Restricted cash
Unrestricted investments
Capital assets:
Land
Buildings and improvements
Infrastructure (other than buildings)
Equipment
Construction in progress
Accumulated depreciation
Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions

LIABILITIES
Current liabilities:
Accounts payable
Accrued expenses
Deposits
Due to other governments
Due to other funds
Compensated absences
Payable from restricted assets:
Accrued interest payable
Current maturities on long-term debt
Total current liabilities

Noncurrent liabilities:
Bonds and notes payable
Compensated absences
Net pension liability

Total noncurrent liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Construction
Unrestricted
Total net position

Water &

Sewer Fund

$ 2,065,744
164,284
161,940
148,354

12,118
12,902

2,565,342

1,129,140
326,361

1,368,071
538,161
23,782,382
340,130
591,824

(10,895,133)

17,180,936

5 10746278

$ 77,046

$ 31,303
30,071
131,728
3,822

1,402

13,051

8,301
155,983

375,661

3,227,337
14,475
228,770

3,470,582

ERERIVIEN

$ 4,330

$ 12,342,115

300,046
985,077
2,345,513

ERECIPRA

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA

STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Operating revenues
Charges for services
Miscellaneous income

Total operating revenues

Operating expenses
Personnel services
Contractual services
Depreciation

Total operating expenses

Operating income (loss)
Nonoperating revenues (expenses)
Interest earnings
Interest expense
Total nonoperating revenues (expenses)

Income (loss) before capital contributions and transfers

Capital grants
Capital contributions and impact fees

Change in net position
Net position, beginning of year

Net position, end of year

Water &

§ 1,271,249
16,863

1,288,112

303,817
551,809
605,655

1,461,281

(173,169)

2,494

(96,552)

(94,058)

(267,227)

585,740
1,950

320,463

15,652,288

S 15972751

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Water &
Sewer Fund

Cash flows from operating activities

Cash received from customers $ 1,266,924
Cash paid to employees (279,548)
Cash paid to suppliers (559,215)
Net cash provided by (used in) operating activities 428,161
Cash flows from noncapital financing activities
Interfund loans 11,551
Net cash provided by (used in) noncapital financing activities 11,551

Cash flows from capital and related
financing activities

Impact fees and capital contributions 1,950
Acquisition and construction of capital assets (642,970)
Capital grants 585,740
Principal payments of long-term debt (148,848)
Interest paid (97,078)
Net cash provided by (used in) capital and related financing activities (301,206)
Cash flows from investing activities
Interest received 2,494
Purchases of investments (816)
Net cash provided by (used in) investing activities 1,678
Net change in cash and cash equivalents 140,184
Cash and cash equivalents, beginning of year 3,218,984
Cash and cash equivalents, end of year $ 3,359,168

Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities:
Operating income (loss) $  (173,169)
Adjustments to reconcile net operating income (loss)
to net cash provided by (used in) operating activities:

Depreciation 605,655
Changes in assets and liabilities:
Accounts receivable 90,382
Due from other governments (133,593)
Inventories and prepaids (9,315)
Accounts payable and accrued expenses 1,909
Deposits 22,023
Compensated absences 4,966
Net pension liability 19,303
Net cash provided by (used in) operating activities § 428,161
Cash and cash equivalents classified as:
Unrestricted $ 2,065,744
Restricted 1,293,424
Total cash and cash equivalents § 3,359,168

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(1) Summary of Significant Accounting Policies:

The financial statements of the Town of Cross City, Florida (the Town), have been prepared in
accordance with accounting principles generally accepted in the United States of America as applicable to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted body for
promulgating governmental accounting and financial reporting principles. The following is a summary of
the Town’s significant accounting policies:

(a) Reporting entity—The Town of Cross City, Florida (the “Town”), was established under
Section 10426, Laws of Florida, in 1925.

As required by generally accepted accounting principles, the accompanying financial statements
present the Town as a primary government. Component units are entities for which the Town is
considered to be financially accountable or entities that would be misleading to exclude. There are
no blended or discretely presented component units included in the Town’s financial reporting.

(b) Government-wide and fund financial statements—The government-wide financial
statements (the Statement of Net Position and the Statement of Activities) report information on all
of the activities of the Town. Governmental activities, which are primarily supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely on
fees charged to external parties as their primary revenues.

Generally, internal interfund activity has been eliminated from the government-wide financial
statements. However, charges between the Town’s water and sewer fund and other governmental
functions are not eliminated because elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

The Statement of Net Position reports the Town’s financial position as of the end of the fiscal year.
In this statement, the Town’s net position is reported in three categories: net investment in
capital assets; restricted net position; and unrestricted net position. The Statement of Activities is
displayed using a net cost format and reports the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function. Program revenues include: charges for services that are directly related
to a given function and grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. General revenues include taxes and other revenues not
properly included among program revenues.

(c) Measurement focus and basis of accounting—The government-wide financial statements
are reported using the economic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund financial statements. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

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

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers property tax revenues to be available if they are
collected within 60 days of the end of the current fiscal period.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and
pensions, are recorded only when payment is due.

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

(d) Financial statement presentation—The financial transactions of the Town are recorded in
individual funds. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprises its assets, deferred outflows, liabilities, deferred inflows, fund equity, revenues and
expenditures/expenses. The various funds are reported by generic classification within the financial
statements.

The GASB Codification sets forth minimum criteria (percentage of the assets, liabilities, revenues or
expenditures/expenses of either fund category or the governmental and enterprise combined) for the
determination of major funds.

The Town reports the following major governmental fund:

The General Fund accounts for all financial transactions not accounted for in other funds. The
majority of current operating expenditures of the Town other than proprietary fund activities
are financed through revenues received by the General Fund.

The Town reports the following major proprietary fund:

The Water & Sewer Fund accounts for the financial activities of the Town’s water and sewer
system.

(e) Budgets and budgetary accounting—Annual budgets for all governmental and proprietary
funds were adopted in compliance with Florida law. The basis on which the budgets are prepared is
consistent with the basis of accounting utilized by the various fund types. The governmental funds'
budgets are prepared on the modified accrual basis of accounting. The proprietary funds' budgets
are prepared on a full accrual basis of accounting.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

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

(f) Use of estimates—Management uses estimates and assumptions in preparing financial
statements in accordance with generally accepted accounting principles. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and the reported revenue and expenses. Actual results could vary from the estimates
assumed in preparing the financial statements.

(g) Deposits and investments—The Town’s cash and cash equivalents are considered to be cash
on hand, demand deposits, and short-term investments with original maturities of three months or
less from the date of acquisition.

Investments are recorded at fair value. Accordingly, the change in fair value of investments is
recognized as an increase or decrease to investment assets and investment income.

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

All trade and property tax receivables are reported net of an allowance for uncollectible accounts,
which is based upon management's analysis of historical trends. Utility operating sales are generally
recognized on the basis of cycle billings rendered quarterly. Unbilled accounts receivable are
accrued by the Town at year-end to recognize the sales revenues earned through the end of the fiscal
year. All unpaid property taxes receivable at year end are at least 180 days past due, at which time
the applicable property is subject to lien, and penalties and interest are assessed.

(i) Capital assets—Capital assets include property, plant, equipment and infrastructure assets.
The terms general capital assets and general infrastructure assets relate only to the assets associated
with governmental activities, whereas the terms capital assets and infrastructure assets relate to all
such assets belonging to the Town.

Capital assets are defined by the Town as assets with an initial individual cost of $500 or more and
an estimated useful life of more than one year. Such assets are recorded at historical cost, if
purchased or constructed. Contributed assets, including donations and easements or other intangible
rights of use, are recorded at acquisition value as of the date received. Additions, improvements and
other capital outlays that significantly extend the useful life of an asset are only capitalized if they
meet the dollar threshold above for capitalization. Maintenance and repairs of capital assets are
charged to operating expenses.

Depreciation is reported for the primary government using the straight-line method calculated on a
service-life basis to amortize the cost of the asset over their estimated economic useful lives, which
are as follows:

Assets Years
Buildings and improvements 30 years
Furniture and equipment 3 —10 years
Water and sewer system 40 — 50 years
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

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

(j) Compensated absences—The Town’s personnel policies allow for limited vesting of
employee vacation pay and accumulated sick leave. The liability for compensated absences is
accrued when incurred in the government-wide financial statements. In the fund financial
statements, for the General Fund, a liability for compensated absences is reported to the extent that
the liability will be liquidated with expendable available financial resources.

(k) Property taxes—The Dixie County Tax Collector bills and collects property taxes for the
Town. In governmental funds, property tax revenues are recognized when levied, to the extent that
they result in current receivables.

Lien Date January 1

Levy Date: October 1

Due Date: March 31, of the following year
Delinquency Date: April 1, of the following year

(1) Long-term obligations—In the government-wide financial statements and proprietary fund
financial statements, long-term debt obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net position.
Debt issuance costs are expensed when paid.

(m) Deferred outflows/inflows of resources—In addition to assets, the statement of financial
position will, if required, report a separate section for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of net position
that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. Currently, the only item in this category consisted of deferred
amounts related to pension, as discussed further in Note (8).

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position or fund balance that applies to future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time. Currently, the one
item in this category is deferred inflows of resources related to pensions, as discussed further in
Note (8).

(n) Fund equity—In the fund financial statements, governmental funds report fund balance
classifications that comprise a hierarchy based primarily on the extent to which the Town is bound
to honor constraints on the specific purposes for which amounts in those funds can be spent. Those
classifications are as follows:

Nonspendable — The nonspendable fund balance classification includes amounts that cannot be
spent because they are either (a) not in spendable form or (b) legally or contractually required to
be maintained intact. The “not in spendable form” criterion includes items that are not expected to
be converted to cash such as inventories and prepaid amounts. It also includes the long-term
amount of loans and notes receivable, as well as the fund balance of the permanent fund which
was restricted in perpetuity by referendum.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

Summary of Significant Accounting Policies: (Continued)

Restricted — Fund balance is reported as restricted when constraints placed on the use of resources
are either externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments or imposed by law through
constitutional provisions or enabling legislation (i.e., when the government assesses, levies,
charges, or otherwise mandates payment of resources (from external resource providers) and
includes a legally enforceable requirement that those resources be used only for the specific
purposes stipulated in the legislation.

Committed — Fund balance amounts that can only be used for specific purposes pursuant to
constraints imposed by ordinance of the Town Council are reported as committed fund balance.
Those committed amounts cannot be used for any other purpose unless the Town removes or
changes the specified use by taking the same type of action it employed to previously commit
those amounts.

Assigned — Fund balance amounts that are constrained by the government's intent to be used for
specific purposes, but are neither restricted nor committed, are reported as assigned fund balance,
except for stabilization arrangements. Assignments can be made by the Town Council or (b) a
body or official to which the Town Council has delegated the authority to assign amounts to be
used for specific purposes.

Unassigned — Unassigned fund balance is the residual classification for the general fund. This
classification represents fund balance that has not been assigned to other funds and that has not
been restricted, committed, or assigned to specific purposes within the general fund.

For spendable resources, is the Town’s policy to use its resources in the following order as needed
to fund expenses: restricted, committed, assigned, unrestricted.

(o) Net position flow assumption—Sometimes the Town will fund outlays for a particular
purpose from both restricted and unrestricted resources. In order to determine amounts reported as
restricted and unrestricted net position, it is the Town’s policy to consider restricted net position to
have been used before unrestricted net position is applied.

Reconciliation of Government-Wide and Fund Financial Statement:

(a) Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net position—Following the governmental fund balance sheet is a
reconciliation between fund balance — total governmental funds and net position — governmental
activities as reported in the government-wide statement of net position. A detailed explanation of
these differences is provided in this reconciliation.

(b) Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities—
Following the governmental fund statement of revenues, expenditures, and changes in fund
balances, there is a reconciliation between net changes in fund balances - total governmental funds
and changes in net position of governmental activities as reported in the government-wide statement
of activities. A detailed explanation of these differences is provided in this reconciliation.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(3) Deposits and Investments:

The Town’s cash and cash equivalents and investments consist of legally authorized demand deposits and
certificates of deposit. The institutions in which these deposits are kept are certified as Qualified Public
Depositories under the Florida Public Deposits Act. Therefore, in addition to applicable Federal
Depository Insurance Corporation (FDIC) insurance, these balances on deposit at September 30, 2020, are
insured or collateralized through the Bureau of Collateral Management, Florida Department of Financial
Services.

State statutes authorize the Town to invest excess funds in time deposits, obligations of, or obligations the
principal and interest of which are unconditionally guaranteed by, the United States Government,
commercial paper, corporate bonds, repurchase agreements and/or the State Board of Administration
(SBA) Local-Government Surplus Trust Fund Investment Pool or other investment vehicles authorized by
local ordinance.

The Town held no assets or investments carried at fair value at September 30, 2020, and subject to the

required disclosures of GASB 72. All of the Town’s investments were comprised of certificates of
deposits, recorded at cost plus accrued interest, which approximates fair value.

(4) Accounts Receivable:

The Town’s accounts receivable consists of the following at September 30, 2020:

Allowance for

Gross Doubtful Net
Receivable Accounts Receivable
Governmental Activities:
General Fund
Accounts receivable $ 26,880 $ - $ 26,880
Totals — Governmental Type Activities 26,880 - 26,880
Business-Type Activities
Water & Sewer Fund
Accounts receivable 220,940 (59,000) 161,940
Totals — Business-Type Activities 220,940 (59,000) 310,294
Totals $ 247820 $ (59,000) $ 188,820
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(5) Capital Assets:

Capital asset activity for the fiscal year ended September 30, 2020, is as follows:

Governmental activities:

Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 235,551 $ 21,400 $ - $ 256,951
Construction in progress 9,261 - - 9,261
Total assets not being depreciated 244,812 21,400 - 266,212
Capital assets being depreciated:
Building improvements 439,291 5,400 - 444,691
Land improvements 1,242,145 - - 1,242,145
Furniture and equipment 1,435,212 74,545 (44,973) 1,464,784
Total assets being depreciated 3,116,648 79,945 (44,973) 3,151,620
Less: accumulated depreciation (2,018,534) (99,430) 8,995 (2,108,969)
Total capital assets being depreciated, net 1,098,114 (19,485) (35,978) 1,042,651
Governmental activities capital assets, net $ 1,342,926 $ 1,915 $ (35,978) $ 1,308,863
Business-type activities:
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 1,368,071 $ - $ - $ 1,368,071
Construction in progress 94,764 575,239 (78,179) 591,824
Total assets not being depreciated 1,462,835 575,239 (78,179) 1,959,895
Capital assets being depreciated:
Buildings and improvements 538,161 - - 538,161
Furniture and equipment 340,130 - - 340,130
Water plant 14,024,299 145,910 - 14,170,209
Sewer plant 9,612,173 - - 9,612,173
Total assets being depreciated 24,514,763 145,910 - 24,660,673
Less: accumulated depreciation (10,289,478) (605,655) - (10,895,133)
Total capital assets being depreciated, net 14,225,285 (459,745) - 13,765,540
Business-type activities capital assets, net $ 15,688,120 $ 115,494 $ (78,179)  $ 15,725,435
Depreciation expense was charged to functions/programs as follows:
Governmental activities:
General governmental $ 6,570
Public safety 25,365
Public environment 535
Transportation 37,786
Culture and recreation 29,174
Total depreciation expense - governmental activities $ 99430
Business-type activities:
Water and sewer $ 605,655
Total depreciation expense - business-type activities $ 605,655
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(6) Long-Term Debt:

For the fiscal year ended September 30, 2020, a summary of the long-term liability transactions for the
Town is as follows:

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Governmental activities:

Notes payable $ 38,724 $ - $ (38,724) $ - $ -

Compensated absences 43,025 44.817 (46.402) 41.440 36,748
Governmental activities — $ 81,749 $ 44817 $ (85,126) $ 41,440 $ 36,748
Total long-term liabilities
Business-type activities:

Bonds payable $ 2,956,000 $ - $ (110,000) $ 2,846,000 $ 116,000

Notes payable 576,168 - (38,848) 537,320 39,983

Compensated absences 22,560 19,384 (14,418) 27,526 13,051
Business-type activities — $ 3,554,728 § 19384 $ (163,266) $§ 3,410,846 $ 169,034

Total long-term liabilities
Annual debt service requirements to maturity for the Town’s bonds and notes payable are as follows:

Business-type Activities

Year Ending
September 30 Principal Interest Total
2021 $ 155983 § 91,673 § 247,656
2022 160,165 85,529 245,694
2023 167,368 79,206 246,574
2024 176,605 72,567 249,172
2025 183,879 65,500 249,379
2026-2030 608,842 254,231 863,073
2031-2035 407,478 185,294 592,772
2036-2040 366,000 146,625 512,625
2041-2045 410,000 105,868 515,868
2046-2050 453,000 60,605 513,605
2051-2053 294,000 12,581 306,581
Total $ 3383320 $ 1,159,679 § 4,542,999
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(6) Long-Term Debt: (Continued)

Long-term debt in the Town’s business-type activities at September 30, 2020, are comprised of the
following obligations:

State Revolving Fund note payable, dated March 24, 1999, due in
semiannual payments of $27,645, including interest at 2.58% to 2.99%
through May 15, 2033. Repayment of loan balance is secured by a pledge
of water and sewer revenues. $ 537,320

Water and Sewer Bonds (1986 Series); Due in installments of $7,000 to
$62,000, from September 1, 1988 through September 1, 2025; interest at
6.250%; Repayment of loan balance is secured by a pledge of water and
Sewer revenues. 274,000

Water and Sewer Bonds (1988 Series); Due in installments of $4,000 to
$24,000, from September 1, 1990 through September 1, 2028; interest at
5.000%; Repayment of loan balance is secured by a pledge of water and
sewer revenues. 160,000

Water and Sewer Bonds (2013 Series); Due in installments of $44,000 to
$65,000, from September 1, 2014 through September 1, 2053; interest at
2.125%. Repayment of loan balance is secured by a pledge of water and
sewer revenues. 2,412,000

Total revenue bonds and notes payable M

The Town was in compliance with all applicable debt covenants as of and for the year ended September
30, 2020.

(7) Interfund Balances and Transfers

The interfund balances resulted from the normal course of operations and are expected to be repaid within
one year. There were no interfund transfers during the fiscal year ended September 30, 2020.

At September 30, 2020, interfund balances were as follows:

Receivable Funds Amount Payable Funds
General Fund $ 1,402 Water and Sewer Fund
Total $ 1,402

(8) Employees’ Retirement Plans:

A. Florida Retirement System
Plan Description and Administration

The entity participates in the Florida Retirement System (FRS), a multiple-employer, cost-sharing defined
public employee retirement system which covers all of the entity’s full-time employees. The System is a
noncontributory retirement plan, administered by the State of Florida, Department of Administration,
Division of Retirement to provide retirement and survivor benefits to participating public employees.
Provisions relating to the FRS are established by Chapters 121 and 122, Florida Statutes; Chapter 112,
Part IV, Florida Statutes; Chapter 238, Florida Statutes; and FRS Rules, Chapter 60S, Florida
Administrative Code; wherein eligibility, contributions, and benefits are defined and described in detail.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(8) Employees’ Retirement Plans: (Continued)

The FRS is a single retirement system administered by the Department of Management Services, Division
of Retirement, and consists of two cost-sharing, multiple-employer retirement plans and other
nonintegrated programs. These include a defined-benefit pension plan (Plan), with a Deferred Retirement
Option Program (DROP), and a defined-contribution plan, referred to as the FRS Investment Plan
(Investment Plan).

In addition, all regular employees of the entity are eligible to enroll as members of the Retiree Health
Insurance Subsidy (HIS) Program. The HIS is a cost-sharing, multiple-employer defined benefit pension
plan established and administered in accordance with section 112.363, Florida Statutes. The benefit is a
monthly payment to assist retirees of the state-administered retirement systems in paying their health
insurance costs. Eligible retirees and beneficiaries receive a monthly HIS payment equal to the number of
years of service credited at retirement multiplied by $5. The minimum payment is $30 and the maximum
payment is $150 per month, pursuant to section 112.363, Florida Statutes. To be eligible to receive a HIS
benefit, a retiree under one of the state-administered retirement systems must provide proof of eligible
health insurance coverage, which can include Medicare.

Benefits Provided and Employees Covered

Employees enrolled in the Plan prior to July 1, 2011, vest at six years of creditable service and employees
enrolled in the Plan on or after July 1, 2011, vest at eight years of creditable service. All vested members,
enrolled prior to July 1, 2011, are eligible for normal retirement benefits at age 62 or at any age after 30
years of service. All members enrolled in the Plan on or after July 1, 2011, once vested, are eligible for
normal retirement benefits at age 65 or any time after 33 years of creditable service. Members of both
Plans may include up to four years of credit for military service toward creditable service. The Plan also
includes an early retirement provision; however, there is a benefit reduction for each year a member
retires before his or her normal retirement date. The Plan provides retirement, disability, death benefits,
and annual cost-of-living adjustments. Benefits under the Plan are computed on the basis of age and/or
years of service, average final compensation, and service credit. Credit for each year of service is
expressed as a percentage of the average final compensation. For members initially enrolled before July 1,
2011, the average final compensation is the average of the five highest fiscal years’ earnings; for
members initially enrolled on or after July 1, 2011, the average final compensation is the average of the
eight highest fiscal years’ earnings. The total percentage value of the benefit received is determined by
calculating the total value of all service, which is based on the retirement plan and/or class to which the
member belonged when the service credit was earned.

DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees eligible for normal
retirement under the Plan to defer receipt of monthly benefit payments while continuing employment with
an FRS employer. An employee may participate in DROP for a period not to exceed 60 months after
electing to participate, except that certain instructional personnel may participate for up to 96 months.
During the period of DROP participation, deferred monthly benefits are held in the FRS Trust Fund and
accrue interest.

Employees may elect to participate in the Investment Plan in lieu of the FRS defined-benefit plan.
Employer and employee contributions are defined by law, but the ultimate benefit depends in part on the
performance of investment funds. The Investment Plan is funded by employer and employee
contributions that are based on salary and membership class (Regular, DROP, etc.). Contributions are
directed to individual member accounts, and the individual members allocate contributions and account
balances among various approved investment choices. Employees in the Investment Plan vest at one year
of service.
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TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(8) Employees’ Retirement Plans: (Continued)

Financial Statements

Financial statements and other supplementary information of the FRS are included in the State’s
Comprehensive Annual Financial Report, which is available from the Florida Department of Financial
Services, Bureau of Financial Reporting Statewide Financial Reporting Section by mail at 200 E. Gaines
Street, Tallahassee, Florida 32399-0364; by telephone at (850) 413-5511; or at the Department’s Web site
(www.myfloridacfo.com). An annual report on the FRS, which includes its financial statements, required
supplementary information, actuarial report, and other relevant information, is available from:

Florida Department of Management Services

Division of Retirement, Research and Education Services
P.O. Box 9000

Tallahassee, FL 32315-9000

850-488-5706 or toll free at 877-377-1737

Contributions

The entity participates in certain classes of FRS membership. Each class has descriptions and contribution
rates in effect at September 30, 2020, as follows (contribution rates are in agreement with the actuarially
determined rates):

Through June After June 30,

FRS Membership Plan & Class 30, 2020 2020
Regular Class 8.47% 10.00%
Special Risk Class 25.48% 24.45%
Senior Management 25.41% 27.29%

Current-year employer HIS contributions were made at a rate of 1.66% of covered payroll.

For the plan year ended June 30, 2020, actual contributions made for employees participating in FRS and
HIS were as follows:

Town Contributions — FRS $ 109,107
Town Contributions — HIS 9,754
Employee Contributions — FRS 17,627

Net Pension Liability, Pension Expense, and Deferred Outflows and Inflows of Resources Related to
Pensions

At September 30, 2020, the entity reported a liability related to FRS and HIS as follows:

Net Pension

Plan Liability
FRS $ 1,423,253
HIS 206,661

Total $ 1,629,914
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NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(8) Employees’ Retirement Plans: (Continued)

The net pension liability was measured as of June 30, 2020, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The entity’s
proportion of the net pension liability was based on a projection of the long-term share of contributions to
the pension plan relative to the projected contributions of all participating governmental entities, as
actuarially determined. At June 30, 2020 and June 30, 2019, the entity’s proportionate share of the FRS
and HIS net pension liabilities were as follows:

Plan 2020 2019

FRS 0.003283812%  0.003105879%
HIS 0.001692582%  0.001686239%

For the year ended June 30, 2020, pension expense was recognized related to the FRS and HIS plans as
follows:

FRS $ 318,005
HIS 13,202
Total $ 33 1,207

Deferred outflows/inflows related to pensions:

At September 30, 2020, the entity reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

FRS HIS
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected and actual experience $ 54471 § - $ 8,454 § (159)
Changes of assumptions 257,654 - 22,222 (12,017)
Net difference between projected and actual investment 84,742 . 165 }
earnings
Change in Town’s proportionate share 86,778 (10,242) 583 (8:431)
Contributions subsequent to measurement date 31,200 - 2,662 -

$ 514845 $ (10242) $ 34,086 $ (20,607)

The above amounts for deferred outflows of resources for contributions related to pensions resulting from
entity contributions subsequent to the measurement date and will be recognized as a reduction of the net
pension liability in the year ended September 30, 2021. Other amounts reported as deferred outflows and
deferred inflows of resources related to pensions being amortized for a period of greater than one year
will be recognized in pension expense in succeeding years as follows:

2021 $ 102,561
2022 148,302
2023 127,886
2024 78,517
2025 24,062
Thereafter 2,892
Total $ 484,220
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(8) Employees’ Retirement Plans: (Continued)

Actuarial assumptions:

The actuarial assumptions for both defined benefit plans are reviewed annually by the Florida Retirement
System Actuarial Assumptions Conference. The FRS has a valuation performed annually. The HIS
Program has a valuation performed biennially that is updated for GASB reporting in the year a valuation
is not performed. The most recent experience study for the FRS was completed in 2019 for the period
July 1, 2003, through June 30, 2018. Because HIS is funded on a pay-as-you-go basis, no experience
study has been completed.

The total pension liability for each of the defined benefit plans was determined by an actuarial valuation,
using the entry age normal actuarial cost method. Inflation increases for both plans is assumed at 2.40%.
Payroll growth, including inflation, for both plans is assumed at 3.25%. Both the discount rate and the
long-term expected rate of return used for FRS investments is 6.80%. This rate decreased from the prior
year rate, which was 6.90%. The plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current active and inactive employees. Therefore, the discount rate
for calculating the total pension liability is equal to the long-term expected rate of return. Because HIS
Program uses a pay-as-you-go funding structure, a municipal bond rate of 2.21% was used to determine
the total pension for the program. This rate decreased from the prior year rate, which was 3.50%.
Mortality assumptions for both plans were based on the PUB-2010 base table varies by member category
and sex, projected generationally with Scale MP-2018 details.

Long-term expected rate of return:

To develop an analytical basis for the selection of the long-term expected rate of return assumption, in
October 2020, the FRS Actuarial Assumptions conference reviewed long-term assumptions developed by
both Milliman’s capital market assumptions team and by a capital market assumptions team from Aon
Hewitt Investment Consulting, which consults to the Florida State Board of Administration. The table
below shows Milliman’s assumptions for each of the asset classes in which the plan was invested at that
time based on the long-term target asset allocation. The allocation policy’s description of each asset class
was used to map the target allocation to the asset classes shown below. Each asset class assumption is
based on a consistent set of underlying assumptions, and includes an adjustment for the inflation
assumption. These assumptions are not based on historical returns, but instead are based on a forward-
looking capital market economic model.

Long-Term
Arithmetic
Expected
Target Rate of
Asset Class Allocation Return
Cash 1.0% 2.2%
Fixed income 19.0% 3.0%
Global equities 54.2% 8.0%
Real estate 10.3% 6.4%
Private equity 11.1% 10.8%
Strategic investments 4.4% 5.5%

Total 100.0%
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(8) Employees’ Retirement Plans: (Continued)

Sensitivity of the net pension liability to changes in the discount rate:

The following presents the proportionate shares of the FRS and HIS net pension liability of the entity
calculated using the current discount rates, as well as what the entity’s net pension liability would be if it
were calculated using a discount rate that is 1% lower or 1% higher than the current rate:

NPL at
Current NPL with Current NPL with
Plan Discount Rate 1% Decrease Discount Rate 1% Increase
FRS 6.80% $ 2,272,695 $§ 1,423253 § 713,794
HIS 2.21% 238,891 206,661 180,281

(9) Other Postemployment Benefits:

The Town provides other postemployment benefits (OPEB) to its employees by providing retirement
healthcare benefits. The Town has not implemented the provisions of GASB Statement No. 75,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions,
which establishes standards for the measurement, recognition, and display of OPEB expense/expenditures
and related liabilities, note disclosures, and required supplementary information.

(10) Risk Management:

The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which the Town carries commercial insurance. Settled
claims have not exceeded this commercial coverage in any of the past three fiscal years. There were no
significant reductions in coverage from the prior year.

The Town is engaged in routine litigation incidental to the conduct of its municipal affairs. In the opinion
of the Town’s legal counsel, no legal proceedings are pending which would have a material adverse effect
on the financial position or results of operations of the Town.

(11) Contingencies and Uncertainties:

Amounts received or receivable from grantor agencies in current and prior years are subject to audit and
adjustment by grantor agencies, principally the federal and state governments. Any disallowed claims,
including amounts already collected, may constitute, a liability of the applicable fund(s). The amount, if
any, of expenditures which may be disallowed by the grantor cannot be determined at this time although
the Town expects such amounts, if any, to be immaterial.

The Town is involved in various legal proceedings incidental to the conduct of its affairs. It is the Town’s
policy to accrue for amounts related to these legal matters if it is possible that a liability has been incurred
and an amount is reasonably estimable. At September 30, 2020, no amounts have been accrued.

During the year ended September 30, 2020, local, U.S., and world governments have encouraged self-
isolation to curtail the spread of the global pandemic, coronavirus disease (COVID-19), by mandating
temporary work stoppage in many sectors and imposing limitations on travel and size and duration of
group meetings. Most industries are experiencing disruption to business operations and the impact of
reduced consumer spending. There is unprecedented uncertainty surrounding the duration of the
pandemic, its potential economic ramifications, and any government actions to mitigate them.
Accordingly, while management cannot quantify the financial and other impact to the Town as of
May 18, 2021, management believes that a material impact on the Town's financial position and results of
future operations is reasonably possible.

-30 -



TOWN OF CROSS CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020

(12) Recent Accounting Pronouncements:

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

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

(b) GASB issued Statement No. 87, Leases, in June 2017. GASB 87 aims to better meet the
information needs of financial statement users by improving accounting and financial
reporting for leases by governments. The provisions in GASB 87 are effective for periods
beginning after June 15, 2021.

(¢) GASB issued Statement No. 91, Conduit Debt Obligations, in May 2019. GASB 91 provides a
single method of reporting conduit debt obligations by issuers and eliminate diversity in
practice associated with (1) commitments extended by issuers, (2) arrangements associated
with conduit debt obligations, and (3) related note disclosures. The provisions in GASB 91 are
effective for periods beginning after December 15, 2021.
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TOWN OF CROSS CITY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2020

Variance with

Budgeted Amounts Final Budget -
Positive
Original Final Actual (Negative)
Revenues
Taxes $ 563,717 $ 563,717 $ 588914 $ 25,197
Licenses, permits, and special assessments 100,000 100,000 120,574 20,574
Intergovernmental 1,439,333 1,439,333 306,835 (1,132,498)
Charges for services 286,200 286,200 316,117 29,917
Fines and forfeitures 3,450 3,450 1,619 (1,831)
Miscellaneous 5,500 5,500 40,849 35,349
Total revenues 2,398,200 2,398,200 1,374,908 (1,023,292)
Expenditures
Current:
General government 417,100 417,100 362,048 55,052
Public safety 466,075 466,075 394,641 71,434
Physical environment 254,800 254,800 273,936 (19,136)
Transportation 1,154,400 1,154,400 212,907 941,493
Culture and recreation 9,500 9,500 3,931 5,569
Contingency 50,000 50,000 - 50,000
Capital outlay 113,500 113,500 101,345 12,155
Debt Service:
Principal 212,500 212,500 38,724 173,776
Interest and fiscal charges - - 1,146 (1,146)
Total expenditures 2,677,875 2,677,875 1,388,678 1,289,197
Excess (deficiency) of revenues over
expenditures (279,675) (279,675) (13,770) 265,905
Other financing sources (uses)
Transfers in 25,000 25,000 - (25,000)
Proceeds from sale of capital assets - - 55,020 55,020
Total other financing sources (uses) 25,000 25,000 55,020 30,020
Net change in fund balances (254,675) (254,675) 41,250 295,925
Fund balances, beginning of year 1,287,029 1,287,029 1,287,029 -
Fund balances, end of year $ 1,032,354 $ 1,032354 § 1328279 § 295925

The accompanying notes to schedule of revenues, expenditures, and changes in fund balance - budget and actual - general fund are
an integral part of this schedule.
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AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
SEPTEMBER 30, 2020

The Town adopts an annual budget for the General Fund. The Town generally follows these procedures in

establishing the budgetary data reflected in the schedule:

1. Prior to September 1, the Town Clerk submits to the Town Council a proposed operating budget for
the fiscal year commencing the following October 1. The operating budget includes proposed
expenditures and the means of financing them.

2. A public hearing is conducted to obtain taxpayer comments.

3. Prior to September 30, the budget is legally enacted through passage of an ordinance.

4. Any revision that alters the expenditures of any fund must be approved by the Town Council. The
fund is the legal level of control.

The budget amounts presented in the accompanying financial schedules were prepared on a basis that
does not materially differ from the modified accrual basis of accounting.
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TOWN OF CROSS CITY, FLORIDA

SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
LAST 10 FISCAL YEARS

Florida Retirement System (FRS)
Proportion of the net pension liability
Proportionate share of the net pension liability
Covered payroll
Proportionate share of the net pension liability as a percentage of covered
payroll
Plan fiduciary net position as a percentage of the total pension liability

Health Insurance Subsidy Program (HIS)
Proportion of the net pension liability
Proportionate share of the net pension liability
Covered payroll
Proportionate share of the net pension liability as a percentage of covered
payroll
Plan fiduciary net position as a percentage of the total pension liability

(UNAUDITED)
As of the Plan Year Ended June 30,

2020 2019 2018 2017 2016 2015
0.003283812% 0.003105879% 0.003134676% 0.002630915% 0.002723169% 0.002677384%
$ 1,423,253 $ 1,069,622 $ 944,181 $ 778,474 $ 687,602 $ 345,820

587,564 564,067 562,184 568,877 551,251 549,337
242.23% 189.63% 167.95% 136.84% 124.73% 62.95%
78.85% 82.61% 84.26% 83.89% 84.88% 92.00%
0.001692582% 0.001686239% 0.001720856% 0.001760723% 0.001783402% 0.001810712%
$ 206,661 $ 188,673 $ 182,137 $ 188,265 $ 207,848 $ 184,664
587,564 564,067 562,184 568,877 551,251 549,337
35.17% 33.45% 32.40% 33.09% 37.70% 33.62%
3.00% 2.63% 2.15% 1.64% 0.97% 0.50%

Note 1: GASB 68 requires information for 10 years. However, until a full 10-year trend is compiled, the Town will present information for only those years for which information is available.
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Florida Retirement System (FRS)
Contractually required contribution
Contributions in relation to the contractually required contribution
Contribution deficiency (excess)

Covered payroll
Contributions as a percentage of covered payroll

Health Insurance Subsidy Program (HIS)
Contractually required contribution

Contributions in relation to the contractually required contribution
Contribution detficiency (excess)

Covered payroll
Contributions as a percentage of covered payroll

Note 1: GASB 68 requires information for 10 years. However, until a full 10-year trend is compiled, the Town will present information for only those years for which

information is available.

TOWN OF CROSS CITY, FLORIDA
SCHEDULE OF CONTRIBUTIONS
LAST 10 FISCAL YEARS

(UNAUDITED)
As of the Plan Year Ended June 30,
2020 2019 2018 2017 2016 2015
$ 109,107 $ 96,305 $ 89,336 $ 70,814 68,753 $ 64,753
(109,107) (96,305) (89,336) (70,814) (68,753) (64,753)
$ - $ - $ - $ - - $ -
$ 587,564 $ 564,067 $ 562,184 $ 568,877 551,251 $ 549,337
18.57% 17.07% 15.89% 12.45% 12.47% 11.79%
$ 9,754 $ 9,364 $ 9,332 $ 9,094 9,484 $ 7,341
(9,754) (9,364) (9,332) (9,094) (9,484) (7,341)
5 - 5 - 5 - 5 - - 5 -
$ 587,564 $ 564,067 $ 562,184 $ 568,877 551,251 $ 549,337
1.66% 1.66% 1.66% 1.66% 1.66% 1.26%
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Honorable Mayor and Town Council,
Town of Cross City, Florida:

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, and each major fund, of the Town of Cross City, Florida, (the
Town) as of and for the year ended September 30, 2020, and the related notes to the financial statements,
which collectively comprise the Town’s basic financial statements, and have issued our report thereon
dated May 18, 2021.

As discussed in Note (9) to the financial statements, the Town has not implemented the provisions of
GASB Statement No. 75, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions. Accounting principles generally accepted in the United States of America
require recording of an obligation for postemployment benefits other than pensions, which would increase
liabilities, decrease net position, and change the expenses in governmental activities, business-type
activities and the water and sewer fund. The effects of this departure from accounting principles generally
accepted in the United States of America on the governmental activities, business-type activities and the
water and sewer fund, has not been determined.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town's internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Town’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Town’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that have
not been identified. However, as described below, we identified a certain deficiency in internal control
that we consider to be a material weakness.

2020-001 — Segregation of Duties (Repeat Comment)

Due to the limited number of people working for the Town, many of the critical duties are combined
and assigned to the available employees. Presently, a single individual performs the majority of the
accounting functions. To mitigate the risk of error and fraud, key financial duties should be
segregated to the extent possible.

Compliance and Other Matters

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

Management’s Response to Findings

The Town’s responses to the findings identified in our audit are described starting on page 42. The
Town’s response was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

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

this communication is not suitable for any other purpose.
f
j%’-b Mege ¢ b. , P L.

Gainesville, Florida
May 18, 2021
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INDEPENDENT AUDITORS’ MANAGEMENT LETTER REQUIRED
BY CHAPTER 10.550, RULES OF THE STATE OF FLORIDA
OFFICE OF THE AUDITOR GENERAL

To the Honorable Mayor and Town Council,
Town of Cross City, Florida:

Report on the Financial Statements

We have audited the financial statements of the Town of Cross City, Florida (the Town), as of and for the
fiscal year ended September 30, 2020, and have issued our report thereon dated May 18, 2021.

As discussed in Note (9) to the financial statements, the Town has not implemented the provisions of
GASB Statement No. 75, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions. Accounting principles generally accepted in the United States of America
require recording of an obligation for postemployment benefits other than pensions, which would increase
liabilities, decrease net position, and change the expenses in governmental activities, business-type
activities and the water and sewer fund. The effects of this departure from accounting principles generally
accepted in the United States of America on the governmental activities, business-type activities and the
water and sewer fund, has not been determined.

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; 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 on
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards; and Independent Accountant’s Report on an examination
conducted in accordance with AICPA Professional Standards, AT-C Section 315, regarding compliance
requirements in accordance with Chapter 10.550, Rules of the Auditor General. Disclosures in those
reports, which are dated May 18, 2021, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not corrective
actions have been taken to address findings and recommendations made in the preceding annual financial
audit report. Comment 2020-001 remains uncorrected from the second preceding audit report. The
following is a summary of all findings and recommendations reported in the preceding annual financial
audit report:

2019-001 — Segregation of Duties — Corrective action not taken. See repeat recommendation
2020-001. Previously reported as 2018-001.
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Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The legal authority for the
primary government of the reporting entity is disclosed in Note 1 of the basic financial statements.

Financial Condition and Management

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

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the Town. It is management’s responsibility to monitor the Town’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)(1)2., Rules of the Auditor General, requires that we communicate any recommendations
to improve financial management. In connection with our audit, we had no 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 State granting agencies, the Town Council, management, and others within the
Town and is not intended to be and should not be used by anyone other than these specified parties.

(%wum; ., P.L.

Gainesville, Florida
May 18, 2021
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Al James Moore

Certified Public Accountants and Consultants

INDEPENDENT ACCOUNTANTS’ EXAMINATION REPORT

To the Honorable Mayor and Town Council,
Town of Cross City, Florida

We have examined the Town of Cross City, Florida’s (the Town) compliance with Section 218.415,
Florida Statutes, Local Government Investment Policies, for the year ended September 30, 2020.
Management is responsible for the Town’s compliance with those requirements. Our responsibility is to
express an opinion on the Town’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether the Town complied with Section 218.415,
Florida Statutes, Local Government Investment Policies, for the year ended September 30, 2020, in all
material respects. An examination involves performing procedures to obtain evidence about the Town’s
compliance with those requirements. The nature, timing, and extent of the procedures selected depend on
our judgment, including an assessment of risks of material noncompliance with those requirements,
whether due to fraud or error. We believe that the evidence we obtained is sufficient and appropriate to
provide a reasonable basis for our opinion.

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

CBMMW{. . ,P.L.

Gainesville, Florida
May 18, 2021
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BEFORE ME, the undersigned autharity, persanally appeared Brenda Royal, who being duly sworn,
deposes and says on ocath that:

1. 1am the Chief Financial Officer of Town of Cross City which is a local governmental entity of the
State of Florida;

2. Town of Cross City adopted (Ordinance Mo, 286 implementing and Impact fee; and
Town of Cross City has complied and, as of the date of this Affidavit, remains in compliance with
Section 163,31801, Florlda Statutes.

FURTHER AFFIANT SAYETH NAUGHT.

STATE OF FLORID A
COUNTY OF Dixie

SWORN TO ANS SUBSCRIBED before me this | " dayof ! VLY 2001,
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AUDITEE’S RESPONSE TO:
Independent Auditors’ Management Letter
May 18, 2021

2020-001 Segregation of Duties (Repeat Comment)

Due to the limited number of people working for the Town, many of the critical duties are combined and
assigned to the available employees. Presently, a single individual performs the majority of the
accounting functions. To the extent possible, duties should be segregated to serve as a check and balance
and to maintain the best control system possible.

RESPONSE to 2020-001: Segregation of Duties. In the future, should the Town budget and practicality

provide the opportunity for increased staffing, critical duties relative to accounting functions could be
segregated, providing an opportunity for more checks and balances.

-42 -





