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May 2, 2022
Letter of Transmittal

Honorable Mayor and City Commissioners, City Manager and Citizens of the City of Largo, Florida

INTRODUCTION
The Finance Department respectfully transmits the City's FY21 Annual Comprehensive Financial Report(ACFR), which
fulfills the annual financial reporting requirements for several stakeholder groups, including:

e The Mayor and City Commissioners, who are primarily responsible for maintaining the City's financial integrity

e Federal and State regulatory agencies, grant providers, the financial industry and creditors, who need to verify
whether the City was in compliance with grant restrictions, debt covenants, contractual provisions and
statutory requirements

e Largo's citizens and businesses, who are the City's most important stakeholders.

Two documents are provided herein to assist with interpreting the City's financial statements and assess the City's
financial condition, including:

o Letter of Transmittal — This letter presents general information about the City and highlights certain
information that is not discussed elsewhere.

e Management's Discussion and Analysis (MD&A) — The MD&A is located after the Independent Auditors'
Report and summarizes the City's financial reporting principles and practices. The MD&A also provides an

analysis of major components of the City's financial condition, financial position and results of operations.

CITY OF LARGO PROFILE

The City of Largo, Florida is an independent reporting entity, as defined by the Governmental Accounting Standards
Board (GASB). Please visit Largo.com for more information and for links to other sites within the Tampa Bay area.

Largo is located on Florida's Gulf Coast in Pinellas County, the most densely populated county in Florida. Largo
provides a full range of municipal services, including: police and fire/rescue, wastewater collection and treatment, solid
waste collection, community planning, street repair and maintenance, stormwater repair and maintenance, recreation,

parks, arts and library services. Pinellas County provides potable water, solid waste disposal and jail/court services.

Largo was incorporated in 1905 with 291 residents and an area of 1 square mile and has grown to approximately
84,500 residents and 20 square miles and is the third largest city in Pinellas County. The City also serves over 30,000
unincorporated county residents with services, including: fire protection, EMS, wastewater, library, recreation, parks
and arts, the cost of which is partially funded by the County.

In 1913, Largo became the first town in Florida and second in the nation to adopt the Commission/Manager form of
government. Largo's Mayor and six Commissioners (City Commission) are elected at large and serve staggered
four-year terms. The City Commission establishes legislative policies and hires a City Manager who implements the
policies and manages daily operations through an executive leadership team.
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INDEPENDENT AUDIT AND AUDIT COMMITTEE

State Statutes and the City Charter require an annual audit to be conducted by independent Certified Public
Accountants selected by the City Commission. This requirement was fulfilled and the City's financial statements have
received an unmodified opinion from the auditors, Carr Riggs and Ingram, LLC, which is the highest opinion that can
be received. The Independent Auditors' Report (opinion) enhances the reliability of the City's financial statements
within certain limitations, as outlined in the opinion letter.

The City Commission appoints an Audit Committee, which provides a public venue to discuss any audit matters. The
Audit Committee monitors the audit through meetings with the auditors, which enhances the auditors' independence
and objectivity. Audit Committee members are, Mayor Woody Brown, Chairperson and City Commissioners James
Robinson and Michael Smith. The Audit Committee was supported by the Performance & Budget Manager, William

Payne, and an independent financial expert, John Houser, CPA, of Wells, Houser and Schatzel, PA.

MANAGEMENT'S FINANCIAL REPORTING RESPONSIBILITY

The City Administration (management) is responsible for the accuracy, completeness and fairness of presentation of
all financial information. Internal accounting and administrative controls have been implemented to capture and record
all financial information so that the City's financial statements can be prepared in accordance with generally accepted

accounting principles (GAAP).

The cost of a control should not exceed the benefit derived; therefore, the City’s internal controls have been developed
with the objective to provide reasonable assurance that the financial statements are free of any material
misstatements. Management believes the information presented is accurate and complete in all material respects and

fairly presents the City’s financial position and results of operations for FY21 and as of year-end.

FINANCIAL MANAGEMENT POLICIES

The City Commission has adopted financial policies to guide the City's activities, which are included in the Statistical
Section. Financial policies cover the following areas:

¢ Operating Budget e Fund Balance & Reserves ¢ Accounting, Auditing & Financial Reporting
e Revenues e Debt ¢ Long-term Planning & Capital Improvements
e Purchasing ¢ Investments ¢ Capital Improvements Element

BUDGETARY & INTERNAL ACCOUNTING CONTROLS

The City's annual budget is an integral part of the financial accounting system. The City Manager proposes an annual
operating budget to the City Commission. The City Commission must adopt an operating budget in accordance with

procedures established by the City Charter and the State of Florida.

Primary budget preparation and monitoring is assigned at the department level. Each department designates program
managers who authorize purchases and payments and evaluate budget performance. Encumbrances are recorded
for all significant purchases at the time a commitment is made. Line item reports are accessible to all managers that
include: amounts budgeted, expenditures to date, encumbrances, budget balances and prior year activity.

The Finance Department monitors financial activity on an ongoing basis throughout the year. Monthly reports are
prepared for all departments and reports are periodically reviewed in meeting with the Treasury Manager, Assistant

Finance Director, Finance Director, OPB staff, Assistant City Manager and City Manager.

LONG-TERM FINANCIAL PLANNING

The City prepares a five-year Long-term Financial Plan (LTFP) and Capital Improvements Program (CIP) for all Funds,
which projects the City's major revenues, operating expenditures, fund balance and capital projects over a rolling
five-year period. The LTFP/CIP provides information to assess the City's long-term financial condition in comparison

to the short-term focus of the annual operating budget.
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The City Manager proposes an LTFP/CIP to the City Commission annually, which the City Commission reviews and
adopts in accordance with the City Charter and State requirements. The LTFP/CIP is an integral part of the financial
management system, but does not appropriate funds. Projections are updated and the first year's projects are

incorporated into the next budget. The City is projected to remain in good financial condition.

Actual Projected (FY22 millage rate is actual)
General Fund FY20 FY21 FY22 FY23 FY24 FY25 FY26
Millage rate (10 mill maximum) 5.62 5.62 5.58 TBD TBD TBD TBD
Property Tax Revenue Increase 8% 8% 8% 6% 6% 6% 6%
Unrestricted fund balance as % of
the following year's budget 24% 23% 14% 14% 14% 15% 16%

The City's utility rates are competitive with similar communities. Projected utility rate and golf fee increases are:

Projected Increases FY22 FY23 FY24 FY25 FY26
Stormwater (drainage) - 20% - - -
Wastewater (sewage) 10% 10% 5% 5% 5%
Reclaimed Water (sewage effluent) - - - - -
Solid Waste Collection (garbage) 10% - 15% - -
Golf (subject to market constraints) TBD TBD TBD TBD TBD

Conditions that will enable the City to maintain a positive financial condition, include:

Adequate reserves in most funds

No general obligation debt

All revenue-pledged debt is within conservative guidelines

Sufficient provisions have been made for infrastructure repairs, maintenance and replacement

A relatively diversified revenue structure provides stability

Conditions that could challenge the City's future financial condition, include:

The Covid - 19 Coronavirus's affect on the economy

Previous budget cuts have reduced operating flexibility

Public safety pension costs and health care costs

Low or no growth in several major revenues

Existing and proposed property tax exemptions and 'Save Our Homes' portability

The Governor and Legislature have repeatedly introduced legislation eroding the City's Home Rule Authority

AWARDS FOR FINANCIAL REPORTING & BUDGET PRESENTATION

The City participates in the Government Finance Officers Association (GFOA) Certificate of Achievement for
Excellence in Financial Reporting Program, which recognizes conformance with the highest standards for preparation
of state and local government financial reports. To receive a Certificate, a government must publish a ACFR that must
be: easy to read, organized, promotes consistency, contains full disclosure and meets all GAAP requirements. The

City received the Certificate for FY20 and the FY21 ACFR will be submitted to the Program for review.
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The City also participates in the GFOA's Distinguished Budget Presentation Award Program. In order to receive this
award, a government must publish a budget that meets Program criteria as a policy document, as an operations guide,
and as a communication medium. The City received the award for the FY 2021 Budget and believes the FY 2022
Budget will meet all Program requirements.

ACKNOWLEDGMENTS

The largest contributing factor to Largo's sound financial condition is the steadfast commitment of Largo's elected
officials to maintaining the City's financial integrity. The City Commission has established prudent fiscal policies and
has worked hard to ensure those policies were implemented. With their continued leadership, the City can look
forward to a secure financial future.

Preparation of the ACFR was made possible by the efforts of everyone in the Finance Department. Appreciation is
expressed to Jared Meyer who prepared all Statistical Schedules and assisted with preparation of the Notes to the
Financial Statements. Mr. Meyer also performed numerous quality control reviews, which greatly improved accuracy
and completeness. Denise Fournier is commended for coordinating capital assets reconciliations and for providing
analytical assistance in several other areas.

Brandon Bevan, Barbara SanSouci, Lisa Pasch and Diane DeBiase deserve special recognition for conducting the
utility funds closing activities and assisting the auditors with testing. Jolanta Data and Brandon Bevan are commended
for their efforts in preparing several of the utility funds' financial statements and assisting in preparation of the Notes to

the Financial Statements.

Jolanta Data and Sharon O'Neil are commended for their extensive account analysis and preparation of year-end
journal entries. Appreciation is also expressed to Patricia Stopa, Katherine Oster, Noelle Sansom and Maria Encinosa
who were responsible for coordinating the accurate recording of all cash transactions, year-end accounts payable,
encumbrances, payroll accruals and other items.

The Director expresses special appreciation to Assistant Finance Director, Rebecca Spuhler, for coordinating all
year-end closing activities, managing the audit process and preparing most of the ACFR. Miss Spuhler's efforts
resulted in the efficient and timely completion of all audit related activities, in addition to ensuring that all accounting
information was accurately recorded during the year.

Appreciation is also expressed to IT Assistant Director, Scott Semones, who assisted the auditors with their IT
systems evaluation. Kate Oyer, Communications and Engagement Director, is commended for her professionalism in

contributing the photographs displayed throughout the ACFR.

Other City Departments contributed significantly to the success of the audit process by ensuring the accuracy of
accounting information recorded throughout the year. Without their diligence, the work of the Finance Department

would have been considerably more difficult. Every City Department's efforts are greatly appreciated.

Last, but not least, appreciation is expressed to the City's auditors, Carr Riggs and Ingram, LLC, for their
professionalism in conducting the audit. CRI contributed valuable reporting suggestions that made the ACFR better
than it would have been otherwise, in addition to adding credibility to the contents therein.

2021 Annual Comprehensive Financial Report iv



2021 Annual Comprehensive Financial Report v



2021 Annual Comprehensive Financial Report vi



This page was intentionally left blank



CITY OF LARGO, FLORIDA
LIST OF PRINCIPAL OFFICIALS
September 30, 2021

City Commission

Dr. Woody Brown, Mayor
James Robinson, Vice Mayor
John L. Carroll
Samantha Fenger
Eric Gerard
Donna Holck
Michael Smith

City Manager
Henry P. Schubert

Assistant City Manager
Margaret Paluch

City Attorney
Alan S. Zimmet

City Clerk
Diane L. Bruner

Executive Leadership Team

Community Development Director, Cheryl C. Reed
Communications & Engagement Director, Kate Oyer
Engineering Services Director, Jerald Woloszynski
Environmental Services Director, Irvin Kety
Finance Director, Kimball R. Adams
Fire Chief, Chad Pittman
Human Resources Director, Susan K. Sinz
Information Technology Director, Daniel J. Penning
Library Director, Casey B. McPhee
Performance & Budget Director, Meridy M. Semones
Police Chief, Jeffery K. Undestad
Public Works Director, Matthew York
Recreation, Parks & Arts Director, Krista Pincince (Acting)

2021 Annual Comprehensive Financial Report

vii



2021 Annual Comprehensive Financial Report viii



FINANCIAL SECTION




CARR Carr, Riggs & Ingram, LLC
c RI RIGGS & 600 Cleveland Street
INGRAM Suite 1000

CPAs and Advisors Clearwater, FL 33755

727.446.0504

727.461.7384 (fax)
INDEPENDENT AUDITORS’ REPORT CRIcpa.com

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, 2021, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents. We have also audited
the financial statements of the Largo Redevelopment Agency as of and for the year ended September 30, 2021.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Largo, Florida, as of September 30, 2021, 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, 2021, and the changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of a Matter
Change in Accounting Principle

As discussed in Note 2.B.lII. to the financial statements, in the current year the City of Largo, Florida adopted new
accounting guidance, GASB No. 84, Fiduciary Activities. There was no change to Custodial Fund fiduciary net
position, beginning of year due to the implementation of the new accounting standard. Our opinion is 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 Largo’s 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 schedule of expenditure 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 2, 2022, on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
solely to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City’s internal control over financial reporting and compliance.

Cd,u,, ﬁo??q.) :!" JW’ Li.C

CARR, RIGGS & INGRAM, LLC

Clearwater, Florida
May 2, 2022
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CITY OF LARGO, FLORIDA
Management's Discussion and Analysis
September 30, 2021

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) INTRODUCTION

Thank you for your interest in the City of Largo. You're in the perfect place to learn about the City's financial
condition, financial position, results of operations and multi-year financial trends as of the end of Fiscal Year 2021.

This MD&A summarizes key financial information and is written for non-technical readers who simply want to
know, “How's the City doing financially?" As discussed throughout the MD&A, the City is doing well overall.

Traffic lights are inserted in the MD&A to highlight significant items that
are positive (green), bear watching (yellow) and less positive (red). A few
yellow lights point to areas of concern. It's important to realize that
significant financial condition changes are often caused by multiple

yellow-light events over time rather than from a one-time red light event.

RENAMING THE COMPREHENSIVE ANNUAL FINANCIAL REPORT

The acronym for the previously issued Comprehensive Annual
Financial Report - CAFR, had been pronounced KAFF-ur for over 50
years, which unintentionally sounded like an offensive term used in
another country.

After becoming aware of this unintended pronunciation coincidence,
the Governmental Accounting Standards Board (GASB) issued
Statement No. 98 on October 19, 2021, which changed the report's
name to the Annual Comprehensive Financial Report (ACFR), and
Compliance eliminated usage of the prior report's name and acronym.

No other changes were made to the report’s structure or content.

ANNUAL COMPREHENSIVE FINANCIAL REPORT OVERVIEW (ACFR)

The ACFR 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).

The ACFR includes four main sections:

e Introductory: Includes general information about the City, such as:
o Letter of Transmittal
e Organizational chart & list of principal officials
e Awards and acknowledgments

e Financial: Includes the City's main financial reports:
o This MD&A
e Government-wide and Fund level financial statements
¢ Notes to the financial statements and other financial schedules

o Statistical: Includes interesting historical information of up to ten years that highlights financial trends

e Compliance: Includes compliance information on grants, debt and other legal or regulatory requirements
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CITY OF LARGO, FLORIDA

Management's Discussion and Analysis

September 30, 2021

FINANCIAL OVERVIEW (ltems below are discussed in greater detail later in the MD&A.)

Fund Balance & Net Position: The accumulation of financial resources for the future.

Fund balance and net position (equity in the private sector) represent the financial capacity to
respond to unexpected events, such as recessions and disasters or seize unforeseen opportunities.

The General Fund's unassigned fund balance, which is available for appropriation, decreased $2
million to $12.6 million; however, total fund balance increased $2.6 million. The decrease was mostly
due to a higher assignment of fund balance for the next fiscal year's budget, from $8.5 million to
$11.2 million. FY22's projected revenues were down $1.6 million and expenditures were up $1
million; therefore, a higher assignment was needed, which reduced the unassigned fund balance.

Unfunded long-term liabilities: Personnel services obligations.

The Police and Fire Pension Plan's unfunded liability of $41.5 million according to GASB standards
($45 million using the actuarial funding method calculation) remained the same as last year and is
responsible for creating most of the negative unrestricted net position in Governmental Activities (a
$17.4 million deficit). This liability also increases the City's pension contribution about $3 million
annually. Little progress has been made to reduce the amount owed over the past seven years,
although the pension plan's funded ratio has increased to 77% from a low of 59% in 2011.

An unfunded liability for Other Post-Employment Benefits (OPEB) of $18.7 million is also partly
responsible for creating the deficit in Governmental Activities. The OPEB liability reflects an implicit
subsidy for retiree health insurance, which is discussed in the MDA's long-term debt section.

Without these two unfunded liabilities, Governmental Activities' negative net position (deficit) of
$17.4 million would have been a positive net position of $42.7 million.

Debt: The financial impacts of borrowing.

The City borrows infrequently, repays debt quickly and only borrows for major non-recurring capital
items, which is the cornerstone of the City's strong financial condition.

The City borrowed $2.5 million last year for a new city-wide ERP system, which will be serviced over
five years mostly by the General Fund with contributions from other funds that use the system. No
other government debt was issued this year, so governmental debt decreased by $488,000 this year.

$62 million of governmental bonds were issued in FY22 (see the MD&A's long-term debt section).

The Wastewater Fund is the only other fund reporting a long-term loan, which is serviced by
wastewater fees. Wastewater debt increased $2.8 million (net), due to construction of several major
capital projects at the wastewater treatment facility, but remains reasonable and affordable.

Operating Results: The degree to which revenue and expenditures/expenses met expectations.

Sales tax increased significantly and several revenues were slightly under-budget as the result of the
pandemic, but most revenues were not significantly affected. All departments were under-budget.

Trends: The degree to which financial conditions are changing.

Several revenues have declined, grown slowly or remained flat for several years, not counting the
pandemic's impacts. This is due partly to changes in customer/taxpayer behavior and is similar to
many Florida governments' experience. This trend has reduced revenue diversification and placed
more reliance on property taxes, because property taxes are the City's largest controllable revenue.
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FINANCIAL HIGHLIGHTS (Highlights are discussed in greater detail later in the MD&A.)
Government-wide financial statements (Statement of Net Position and Statement of Activities)

The Government-wide financial statements present a "big-picture” view of the City's financial condition, position
and operations, which communicates operational efficiency similar to private sector financial reporting. The
Government-wide statements do not present any individual fund information; instead, they present
highly-aggregated information divided into two types of Activities:

¢ Governmental Activities (GA) (governmental-type services, such as police, fire, recreation, etc.)

o Business-type Activities (BTA) (fee-based services, like wastewater, garbage and the golf course).

GA program revenue (non-tax revenue like fees), increased slightly to $35.9 million from $34.2 million in FY20
(5%), due partly to higher Fire/EMS fees that were generated by an increase in the City's budget (the budget is
the base for determining fees) and a rebound in Culture and Recreation fees, which were $2 million below normal
in FY20 because of canceled programs and events during the pandemic.

GA program revenue paid 36% of GA expenses (also 36% last year), which means 64% of expenses were paid
with general revenue (primarily taxes), which is about normal. Most GA expenses are usually paid with general
revenue, because charging for most governmental-type services is impractical.

Total GA Net Position (called equity in the private sector) was
positive; however, the unfunded pension and OPEB liabilities
created a deficit in Unrestricted Net Position. Unfunded
pension and OPEB liabilities have caused financial weakness
for most state and local governments throughout the nation.

Total BTA program revenue (mostly fees) was up $3.1, because of a 10% sewer rate increase ($2 million) and
Golf revenue was up 35% ($324,000), due to a partial course closure and lower play in FY20 caused by the
pandemic. Enterprise funds comprise all BTA Activities and are discussed later in the Major Funds section.

BTA's total net position increased $2.2 million, which was about the same as FY20's increase of $2.4 million.

Question: s it good to have a higher Net Position?

Answer: It depends.

o All things equal, a higher net position is good as long as a government is meeting the community's needs.

¢ A higher net position means a government owns more of its assets, has a potentially larger financial cushion
for unforeseen events (cash reserves) and did a better job of living within its means.

e A government can have “too much” net position, depending on whether its stakeholders value having a higher
net position for use in emergencies or to seize opportunities instead of receiving additional services or paying
lower taxes and fees. So, a higher net position can be good or bad depending on someone's perspective.

e A lower net position may mean a government has not lived within its means, as reflected by the negative
unrestricted net position created by the unfunded pension liability and OPEB liability. Theses liabilities
indicate that the City has provided services, but has deferred paying a portion of related costs to the future.

e In a perfect world, net position would be zero, because there would be no emergencies or unanticipated
opportunities. Until then, determining a "right size" net position will be partly objective and partly subjective.
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Major Fund highlights
¢ Fund-level financial reporting focuses on "major funds", which report the majority of financial activity.

e Local governments may report dozens and even hundreds of funds, so focusing on each individual fund could
be confusing and unproductive to most readers; hence the focus on major funds.

e Major funds are discussed in greater detail in the Funds section of the MD&A.

Major Governmental Funds (five funds)

e The General Fund usually reports about half of the City's total revenues and expenditures.
e The General Fund's total fund balance increased $2.6 million (9.8%) from the prior year.

e Total revenue was $5 million higher than the prior year, due partly to the improved economy
compared to FY 20, which was affected by the pandemic.

e Property taxes increased $2.2 million or 7.9% due to property value increases (6.8%), and new
construction/ annexations (1.1%). The millage rate remained the same as FY20.

e Fire/EMS fees paid by the County and other jurisdictions increased $1.6 million, due party to an
increase in the Fire/EMS budget, which increased the base that is used to calculate the fees.

e State shared revenue, primarily sales taxes, was up $1.3 million, due to the improved economy.
e Expenditures were under-budget and several large capital projects were re-budgeted to FY22.

e The Local Option Sales Tax Fund (LOST) accounts for revenue received from the seventh-cent sales tax
collected in Pinellas County referred to as The Penny for Pinellas.

e LOST revenue was over-budget $1.9 million (40%) and was $1.8 million higher than FY2020 (20%),
which was not expected in light of the pandemic's impact on the economy in FY20.

e Pent-up demand from the pandemic was a major reason for the increase. An increase in the
revenue allocation formula based on the City's population contributed about $75,000 of the increase.

e Loans receivable in the three major housing funds (SHIP, HOME and CDBG) totaled $10.6 million, which was
about the same as the prior year. These funds underwrite low interest loans for low income families to help
maintain, renovate or purchase homes, sometimes with companion commercial loans.

Major Enterprise Funds (two funds)

e Wastewater rates increased 10%, so revenue was $2 million higher than FY20. The fund reported a slightly
higher operating revenue than FY20, because costs increases were less than the 10% revenue increase.

e Solid Waste (garbage) rates were unchanged, but total revenue was $700,000 higher than FY20, due mostly
to increased construction activity, and higher recycled material revenue (up $165,000). The fund reported
higher operating income ($346,500 vs. $4,855), due to the higher revenues and moderate cost increases.

The Town of Largo was incorporated in
1905. In 1913 it became the first town in
Florida (and the second in the nation) to
adopt a town manager form of government.
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FINANCIAL STATEMENTS OVERVIEW

This section provides an overview of the GASB state and local governmental financial reporting structure
and the City's reporting structure, which are required to be presented by the GASB.

Note: Feel free to skip this Overview section if you understand these two reporting structures.

Unlike private sector companies, State and Local governments present two
sets of financial statements, which provide two different financial perspectives:

e Big picture perspective (government-wide statements) and

o Small picture perspective (individual fund statements)

Government Financial Statements - State & local governments present fwo sets of financial statements:
o Government-wide financial statements (long-term focus, big picture)
¢ Similar to, but not identical to consolidated financial reporting in the private sector
¢ Reports Governmental Activities and Business-type Activities, not individual funds

e Measures the flow of economic resources using the full-accrual basis of accounting similar
to, but not identical to the private sector

e Individual fund financial statements (small picture and usually most interesting to readers)

e 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

e Proprietary and Fiduciary funds — Measures the flow of economic resources (long-term
focus) using the full-accrual basis of accounting, similar to, 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. A fund also helps maintain greater control over
resources dedicated to specific activities, e.g., gas tax revenues that are restricted to road project costs.

Each fund maintains a separate, self-balancing set of accounts, which makes each fund a fiscal entity
and an accounting entity; however, the City's funds are not separate standalone reporting entities. The
City reports all three of the common fund types: Governmental, Proprietary and Fiduciary.

a. Governmental funds (five). Includes: General, Special Revenue, Capital Projects, Debt Service
and Permanent funds. The City always reports the first two types and 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. The reporting focus is on Major Funds (largest funds), which for the City include: the
General Fund and four special revenue funds: LOST, SHIP, CDBG and HOME. Information is
presented in separate columns for each major fund, while non-major fund information is
aggregated into one column. Information on non-major funds is provided after the Notes.
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ii. Budgets. Budgets are adopted for all governmental funds. Budget statements are presented for
major funds and budget schedules are presented for non-major funds after the Notes.

b. Proprietary funds (two). 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 account for 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 located 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 (four). The City reports one type of fiduciary fund; a pension trust fund.

Fiduciary fund financial statements report resources held for the benefit of others, such as pension
members. Fiduciary fund information is not reported in the government-wide statements, because
the resources in fiduciary funds are not available to provide City services or programs.3

Minimum Financial Reporting: Local governments must present the following financial information:

a. Management Discussion and Analysis (MD&A) - An MD&A is required supplementary information.

b. Government-wide statements. Government-wide statements (the City as a whole) include two
statements, two Activities and information is reported using the accrual basis of accounting.

i.  Statement of Net Position. Presents assets, liabilities and deferred inflows/outflows with the
difference being net position (“equity”).

i, Statement of Activities. Presents the changes in net position from revenues and expenses,
which are reported as soon as an event occurs, regardless of when cash is received or paid.

o Governmental Activities. These activities are primarily supported by taxes. GA include:
general government (administration, etc.), public safety (fire-rescue & police), culture &
recreation (library, recreation, parks & arts), public works and economic development.

e Business-type Activities. These activities are primarily supported by charges for services
(user fees). BTA services include: wastewater (collection, treatment and disposal), solid
waste collection and an 18-hole par 62 executive golf course.

c. Fund statements. Individual fund financial information is only reported for major funds, while
non-major funds' financial information is aggregated into one column by fund-type for governmental and
proprietary funds. Fiduciary fund types are reported in aggregated columns. Individual financial
statements for each non-major fund are provided immediately following Other RSI after the Notes.

d. Financial statement reconciliation. Governmental Activities and Governmental Fund statements

are prepared with different bases of accounting (accrual and modified-accrual, respectively); therefore, a
reconciliation of the differences is provided for the position statements and operating statements.
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e. Notes to the financial statements (the “notes”). The Notes provide information that is essential
to gaining a full understanding of the government-wide and individual fund financial statements.

f. Other Required Supplementary Information (RSI). Other RSI is located after the Notes and
includes information on pension funding. “Other” means other than the MD&A, which is also RSI.

g. Optional combining and individual fund financial statements or schedules. Financial
statements are provided for each non-major fund immediately following Other RSI after the Notes.

GOVERNMENT-WIDE STATEMENTS SUMMARY (The City as a whole, “big-picture” focus.)

This section summarizes information from the government-wide statements (the City as a whole) by
focusing on Governmental Activities and Business-type Activities, not on individual funds.

e Governmental Activities includes all governmental funds and internal services funds 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).

e Business-type Activities includes all enterprise funds combined using the accrual basis of
accounting, which is also used at the fund level.

Government-wide Statement of Net Position.
¢ Similar to a Balance Sheet, this statement reports assets, liabilities and net position ("equity").

¢ Deferred outflows and inflows represent "timing differences" and are not assets or liabilities.

e Unlike a Balance Sheet, this statement flows downward to arrive at total net
position (assets + deferred outflows - liabilities - deferred inflows = net position).

Governmental Business-type Total Activities
2021 2020 2021 2020 2021 2020
Assets
Current $96,085 $ 86,639 $33,579  $47,585 $ 129,664 $ 134,224
Capital (net) 152,917 147,509 221,275 198,736 374,192 346,245
Total assets (a) 249,002 234,148 254,854 246,321 503,856 480,469
Deferred Outflows (b) 14,038 16,073 1,290 596 15,328 16,669
Liabilities
Current 18,154 13,056 13,606 8,982 31,760 22,038
Non-current 67,705 63,483 104,372 102,209 172,077 165,692
Total liabilities (c) 85,859 76,539 117,978 111,191 203,837 187,730
Deferred Inflows (d) 1,417 5,138 226 - 1,643 5,138
Net Position
Invested in cap.
assets 150,906 145,009 109,824 95,458 260,730 240,467
Restricted 42,272 40,138 9,025 10,820 51,297 50,958
Unrestricted (17,413)  (16,604) 19,091 29,448 1,678 12,844
Total NP (a+b-c-d) $ 175,765 §$ 168,543 $137,940 $ 135,726 $ 313,705 $ 304,269
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Total Net Position was similar to 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.

e The largest changes for Governmental Activities was in cash, non-current liabilities and net position
invested in capital assets.

Cash increased (current assets), due to an excess of revenue over expenditures in most funds as
the economy recovered from the pandemic, which is discussed in the Fund section.

Non-current liabilities increased primarily due to an increase in the OPEB liability ($4.4 million),
based on the latest actuarial report, which included higher projected healthcare costs. The OPEB
liability is an estimate of retiree healthcare premium costs based on an "implicit" premium subsidy.

Retirees are permitted to remain on the City's health plan by state law, but they must pay 100%
the active employee premiums. Actuarially, retirees tend to incur higher costs than active
employees, which results in an implicit premium subsidy, because the City is prohibited from
charging retirees higher premiums than regular employees. The estimated extra retiree premium
cost that is not paid by retirees becomes a City liability.

Net position invested in capital assets increased primarily due to new capital projects funded by
the Local Option Sales Tax fund, which are discussed in the Fund section:

All of the City's previously outstanding general government debt
was retired in FY20 for the Community Center and the Highland
Recreation Center, which are now debt free.

Both loans were paid-off in less than ten years using proceeds
from the Penny for Pinellas local option sales tax.

The Police and Fire Pension Plan's unfunded liability of $41.5 million remained the same, primarily
because of positive actuarial experience (actual experience was better than the actuarial assumptions).

GA Unrestricted Net Position has been negative (a deficit) for
several years and grew about $1 million this year. The deficit is
created by the unfunded pension liability and the OPEB liability.

The OPEB liability isn't funded, because it is an implicit subsidy
and does not require funding or cash payments to be made;
however, the unfunded pension liability must be funded by
making cash payments into the pension fund.

The largest changes for Business-type Activities was a decrease in cash, an increase in capital assets,
and an increase in net position invested in capital assets which are related to spending on capital projects.

Construction continued on the wastewater "middle-plant” project, which will be valued at over $50
million when comp