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REPORT OF INDEPENDENT AUDITORS

To the Honorable Mayor and Council Members
Town of Ocean Breeze, Florida
Jensen Beach, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the Town of Ocean Breeze, Florida
as of and for the year ended September 30, 2016, and the related notes to 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

Management is responsible for the preparation and fair presentation of these financial
staternents in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion 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 opinion. Fort Pierce / Stuart

Member AICPA Member AICPA Division For CPA Firms Member FICPA
Private Companies Practice Section
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To the Honorable Mayor and Council Members
Town of Ocean Breeze, Florida

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the Town
of Ocean Breeze, Florida as of September 30, 2016, and the respective changes in financial
position and the budgetary comparison for the General Fund and the Special Revenue Fund for
the year then ended in conformity 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 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 fo be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economical 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 principally 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
the sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated June 7,
2017 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 and contracts. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Town of Ocean Breeze,

Florida's/internal contrpf over financi porting and compliance.
\ Ml&/ 7.9,
J00) k.

Berger, Toombs, Elam, Gaines & Frank

Certified Public Accountants PL

Fort Pierce, Florida

June 7, 2017




Town of Ocean Breeze, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

Our discussion and analysis of the Town of Ocean Breeze, Florida’s (the Town) financial
performance provides an overview of the Town’s financial activities for the fiscal year ended
September 30, 2016. Please read it in conjunction with the Town’s Financial Statements.

FINANCIAL HIGHLIGHTS

e The net position of the Town’s governmental activities decreased by $36,928 or 7.0
percent this year versus the prior year.

¢ Revenues for the Town’s governmental activities decreased by 10.6 percent while total
expenses increased 20.1 percent.

e The combined governmental funds of the Town reported a decrease of $34,763, which
was the result of the Town’s decision to utilize a portion of unassigned fund balance to
pay for expenditures in the current year.

e The actual charges to appropriations (expenditures) were $3,225 below the final budget
while resources available for appropriation (revenues) were $8,555 below the final
budget.

USING THIS ANNUAL REPORT
Reporting the Town as a Whole

The Statement of Net Position and the Statement of Activities report information about the Town
as a whole and about its activities. These statements include all assets and liabilities using the
accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year’s revenues and expenses are taken into account regardless
of when cash is received or paid.

These two statements report the Town’s net position and changes in net position. The Town’s
net position — the difference between assets and liabilities — is one way to measure the Town’s
financial health, or financial position. Over time, increases or decreases in the Town’s net
position are one indicator of whether its financial health is improving or deteriorating. Other
nonfinancial factors, such as changes in the Town’s property tax base, should be considered to
assess the overall health of the Town.

In the Statement of Net Position and the Statement of Activities, we report the Town’s
governmental activities. All of the Town’s services are reported here, including general
government, public safety, and transportation. Property taxes, intergovernmental revenues, and
charges for services finance most of these activities.



Town of Ocean Breeze, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

Reporting the Town’s Most Significant Funds

The fund financial statements provide detailed information about the most significant funds. All
of the Town’s services are reported in governmental funds, which focus on how money flows
into and out of those funds and the balances left at year-end that are nonspendable, restricted,
committed, assigned, or unassigned. These classifications of fund balance show the nature and
extent of constraints placed on the Town’s fund balances by law, creditors, the Town Council,
and the Town’s annually adopted budget. Unassigned fund balance is available for spending for
any purpose. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term view of the Town’s
general government operations and the services it provides. Governmental fund information
helps you determine whether there are more or fewer financial resources that can be spent in
the near future to finance the Town’s programs. We describe the relationship (or differences)
between governmental activities (reported in the Statement of Net Position and the Statement of
Activities) and the governmental funds in a reconciliation at the end of the fund financial
statements.

THE TOWN AS A WHOLE

Our analysis below focuses on the net position (Table 1) and changes in net position (Table 2)
of the Town’s governmental activities.

Table 1
Net Position

FY 2016 FY 2015
ASSETS:
Current and other assets $ 483,531 $ 402,409
Capital assets 18,544 140,709
Total assets 502,075 543,118
LIABILITIES
Current liabilities 13,148 17,263
NET POSITION
Invested in capital assets 18,544 140,709
Restricted 184,682 64,114
Unrestricted 285,701 321,032
Total net position $ 488,927 $ 525,855




Town of Ocean Breeze, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

THE TOWN AS A WHOLE (CONTINUED)

The net position of the Town’'s governmental activities changed 7.0 percent ($488,927
compared to $525,855). Unrestricted net position — the part of net position that can be used to
finance the day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements — changed from $321,032 at September 30, 2015, to
$285,701 at September 30, 2016. The maijority of this change reflects the Town’s decision to
utilize a portion of unrestricted fund balance to pay for expenses in the current year.

Table 2
Changes in Net Position

FY 2016 FY 2015
REVENUES:
Program revenues:
Operating grants and contributions $ 38,068 $ 56,936
Charges for services 83,751 69,750
General revenues:
Property taxes 88,979 109,185
Investment earnings 208 212
Total revenues 211,006 236,083
PROGRAM EXPENSES:
General government 191,284 155,782
Public safety 47,407 47,431
Transportation 9,243 3,221
Total expenses 247,934 206,434
Increase (decrease) in net position (36,928) 29,649
Net position, beginning of year 525,855 496,206
Net position, end of year $ 488,927 $ 525,855

Revenues for the Town’s governmental activities decreased 10.6 percent ($25,077), while total
expenses increased 20.1 percent ($41,500). As a result, the decrease in net position in 2016
was $36,928 compared to an increase in net position in 2015 of $29,649.

Property tax revenue decreased 18.5 percent ($20,206) from the prior year. The Town Council
approved a 17.6 percent decrease in the property tax revenue rate. Furthermore, revenues from
charges for services increased 20.1 percent ($14,001) from the prior year due to better than
expected collection of permit fees and other fees for service. Revenues from operating grants
and contributions decreased 33.1 percent ($18,868) from the prior year due to less than
expected collection of intergovernmental revenues.



Town of Ocean Breeze, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

General government expenses increased 22.8 percent ($35,502), public safety decreased 0.1
percent ($24) and transportation increased 187.0 percent ($6,022) from the prior year. General
government expenses mainly increased in the areas of gross payroll expense and legal
expense as a result of the increase in work required to support the increased collection of permit
fees and other fees for service. Transportation mainly increased as a result of some unusual
maintenance items.

THE TOWN’S FUNDS

As the Town completed the year, its governmental funds reported a combined fund balance of
$350,383, as compared to last year’s total of $385,146. Of the current ending fund balance, the
following categories are recorded and primary uses noted in accordance with GASB 54:

e $10,215 is recorded as nonspendable primarily due to prepaid expenses;
e $64,682 is recorded as restricted for public safety and transportation;
e $275,486 is the remaining fund balances, thus it is unassigned.

The primary reason for the decrease in fund balances of the governmental funds is the Town’s
decision to utilize a portion of unassigned fund balance to pay for expenditures in the current
year.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget for expenditures resulted
in a 14.5 percent increase ($26,500). The budget amendments for revenues were done for the
purpose of recognizing the increased collections of permit fees and other fees for service.
Differences between the original budget and the final amended budget for expenditures resulted
in a 12.4 percent increase ($26,500). The budget amendments for expenditures were done for
the purpose of recognizing the increased costs associated with the increased collections of
permit fees and other fees for service.

The actual charges to appropriations (expenditures) were $3,222 below the final budget. The
most significant positive variance was in the capital outlay area, whereby no amounts from the
capital outlay budget were spent. Resources available for appropriation (revenues) were $8,555
below the final budgeted amount. The most significant negative variance was in the area of
intergovernmental revenues, whereby actual amounts collected were below the amounts
budgeted.

CAPITAL ASSETS AND LONG-TERM LIABILITY ADMINISTRATION
Capital Assets

At the end of 2016, the Town had $18,544 invested in capital assets including improvements
and equipment. This amount represents a net decrease (including additions and disposals) of
$122,165, or 86.8 percent less than last year as a result of depreciation expense and the
reclassification of construction in progress to prepaid expenses as it relates to a future grant
project.



Town of Ocean Breeze, Florida
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

CAPITAL ASSETS AND LONG-TERM LIABILITY ADMINISTRATION (CONTINUED)

Table 3
Capital Assets at Year-End (Net of Depreciation)
FY 2016 FY 2015
Improvements and equipment $ 18,544 $ 20,709
Construction in progress - 120,000
Total capital assets $ 18,544 $ 140,709

There were no significant additions during 2016.
Long-Term Liabilities

The Town has no long-term liabilities; rather, the Town’s debt consists primarily of amounts
currently payable to outside contractors for the general government operations.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Town’s revenues are generated primarily from taxes and charges for certain building
permitting, inspections and other services. These revenues are only somewhat subject to
general economic conditions.

The Town’s elected officials considered many factors when setting the fiscal year 2017 budget
and tax rates. Amounts available for appropriation in the General Fund budget are $1,164,496,
a change of 455.2 percent over the final 2016 budget of $209,751. The Town will use these
revenues to finance programs we currently offer. Budgeted expenditures in 2017 are expected
to be $1,211,414 as compared to the final 2016 budget of $239,751. The Town has added a
significant grant program to the 2017 budget that will add improvements to the physical
environment and transportation needs of the Town. If these estimates are realized, the Town’s
budgetary General Fund is expected to decrease $46,918 from year to year.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Town’s finances for all who
have an interest in this agency and to show the Town’s accountability for the funds it receives.
If you have any questions about this report or need additional information, contact the Town
Clerk at the Town of Ocean Breeze, Florida, P.O. Box 1025, Jensen Beach, Florida 34958 or
telephone (772) 334-6826.



Town of Ocean Breeze, Florida
STATEMENT OF NET POSITION

Assets
Current Assets
Cash and equivalents
Accounts receivable
Prepaid expenses
Total Current Asseets
Non-Current Assets
Capital assets being depreciated:
Improvements and equipment
Less: accumulated depreciation
Total Non-Current Assets
Total Assets

Liabilities
Current Liabilities
Accounts payable
Net Position
Net investment in capital assets
Restricted for transportation
Unrestricted
Total Net Position

See accompanying notes.

September 30, 2016

Governmental
Activities

$ 346,423
6,893
130,215

483,531

38,785
(20,241)

18,544

502,075

13,148

18,544
184,682
285,701

$ 488,927




Town of Ocean Breeze, Florida
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2016

Net

Program Revenues (Expense)

Operating Revenues
Charges for Grants and and Changes
Functions/Programs Expenses Services Contributions in Net Assets

Governmental Activities
General government $  (191,284) $ 83,144 $ 28,303 $ (79,837)
Public safety (47,407) 607 - (46,800)
Transportation (9,243) - 9,765 522
Total Governmental Activities $ (247,934) $ 83,751 $ 38,068 (126,115)
General Revenues

Ad valorem taxes 88,979
Investment earnings 208
Total General Revenues 89,187
Change in Net Position (36,928)
Net Position - October 1, 2015 525,855
Net Position - September 30, 2016 $ 488,927

See accompanying notes.



Town of Ocean Breeze, Florida
BALANCE SHEET - GOVERNMENTAL FUNDS
September 30, 2016

Special Total
General Revenue Governmental
Fund Fund Funds
Assets
Cash and equivalents $ 281,596 $ 64,827 $ 346,423
Accounts Receivable 6,849 44 6,893
Prepaid expenses 10,215 - 10,215
Total Assets $ 298,660 $ 64,871 $ 363,531
Liabilities and Fund Balances
Liabilities
Accounts payable $ 12,959 § 189 § 13,148
Fund balances:
Nonspendable 10,215 - 10,215
Restricted for transportation - 64,682 64,682
Unassigned 275,486 - 275,486
Total Fund Balances 285,701 64,682 350,383
Total Liabilities and Fund Balances $ 298,660 $ 64,871 $ 363,531

See accompanying notes.
-10 -



Town of Ocean Breeze, Florida
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET POSITION OF GOVERNMENTAL ACTIVITIES
September 30, 2016

Total Governmental Fund Balances $ 350,383

Capital assets being depreciated (improvements and equipment

($38,785) less accumulated depreciation ($(20,241)) used in

governmental activities, are not financial resources and therefore,

are not reported in the funds. 18,544

Prepaid expenses reported in the statement of net position that do
not require the use of current financial resources are not reported
in the funds 120,000

Net Position of Governmental Activities $ 488,927

See accompanying notes.

-11 -



Town of Ocean Breeze, Florida

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

For the Year Ended September 30, 2016

Special Total
General Revenue Governmental
Fund Fund Funds
Revenues
Ad valorem taxes $ 88,979 $ -3 88,979
Licenses and permits 47,141 - 47,141
Intergovernmental revenues 28,303 9,765 38,068
Other fees for services 36,610 - 36,610
Investment earnings 163 45 208
Total Revenues 201,196 9,810 211,006
Expenditures
Current:
General government 189,119 - 189,119
Public safety 47,407 - 47,407
Transportation - 9,243 9,243
Total Expenditures 236,526 9,243 245,769
Net change in fund balances (35,330) 567 (34,763)
Fund Balances - October 1, 2015 321,032 64,114 385,146
Fund Balances - September 30, 2016 $ 285,702 $ 64,681 $ 350,383

See accompanying notes.

-12 -



Town of Ocean Breeze, 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, 2016

Net Change in Fund Balances - Total Governmental Funds $ (34,763)

Amounts reported for Governmental Activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those
assets is capitalized and depreciated over their estimated
useful lives, or until sale, transfer, or other disposal.

Depreciation (2,165)

Change in Net Position of Governmental Activities $ (36,928)

See accompanying notes.
-13-



Town of Ocean Breeze, Florida
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND
For the Year Ended September 30, 2016

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues
Ad valorem taxes $ 89,201 $ 89,201 $ 88979 §$ (222)
Licenses and permits 20,350 40,350 47,141 6,791
Intergovernmental revenues 45,200 45,200 28,303 (16,897)
Other fees for services 28,400 34,900 36,610 1,710
Investment earnings 100 100 163 63
Total Revenues 183,251 209,751 201,196 (8,555)
Expenditures
Current
General government 162,751 189,251 189,119 132
Public safety 48,000 48,000 47,407 593
Capital outlay 2,500 2,500 - 2,500
Total Expenditures 213,251 239,751 236,526 3,225
Net change in fund balances (30,000) (30,000) (35,330) (5,330)
Fund Balances - October 1, 2015 321,032 321,032 321,032 -
Fund Balances - September 30, 2016 $291,032 §$ 291,032 $285702 $ (5,330)

See accompanying notes.
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Town of Ocean Breeze, Florida
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL - SPECIAL REVENUE FUND

For the Year Ended September 30, 2016

Revenues
Intergovernmental revenues
Investment Interest
Total Revenues

Expenditures
Current
Transportation
Total Expenditures
Net change in fund balances

Fund Balances - October 1, 2015

Fund Balances - September 30, 2016

See accompanying notes.

Variance with

Final Budget

Original Final Positive
Budget Budget Actual (Negative)
$ 10,000 $ 10,000 $ 9,765 $ (235)
- - 45 45
10,000 10,000 9,810 (190)
5,000 10,000 9,243 757
5,000 10,000 9,243 757
5,000 - 567 567
64,114 64,114 64,114 -
$ 69,114 $ 64,114 $ 64,681 $ 567

-15 -



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Ocean Breeze, Florida (“Town”) have been prepared in
conformity with generally accepted accounting principles (GAAP) in the United States as applied
to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The Town's more significant accounting policies are described below.

1.

Reporting Entity

The Town is a municipal corporation organized in 1960 under the authority of Chapter 165,
Florida Statutes. The Town has a mayor-council form of government and operates under a
charter that was amended in 1991. The fiscal year of the Town is from October 1 to
September 30, as established pursuant to Section 166.241(2), Florida Statutes. The
governing body of the Town is the Town Council which is comprised of a maximum of six
council members elected at large.

As required by GAAP, these financial statements present the Town (the primary
government) as a stand-alone government. The reporting entity for the Town includes all
functions of government in which the Town Council exercises oversight responsibility,
including, but not limited to, financial interdependency, selection of governing authority,
designation of management, significant ability to influence operations and accountability for
fiscal matters.

Based upon the application of the above-mentioned criteria as set forth by the
Governmental Accounting Standards Board the Town has identified no component units.

Measurement Focus and Basis of Accounting
The basic financial statements of the Town are composed of the following:

e Government-wide financial statements
e Fund financial statements
¢ Notes to financial statements

a. Government-wide Financial Statements
Government-wide financial statements report all non-fiduciary information about the
reporting government as a whole. These statements include all the governmental

activities of the primary government. The effect of interfund activity has been removed
from these statements.

-16 -



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2. Measurement Focus and Basis of Accounting (Continued)
a. Government-wide Financial Statements (Continued)

Governmental activities are supported by ad valorem taxes, utility franchise taxes and
apportioned sales and fuel taxes and revenue sharing from the State of Florida as well
as investment earnings. Program revenues include charges for services and payments
made by parties outside of the reporting government’s citizenry if that money is restricted
to a particular program. Program revenues are netted with program expenses in the
statement of activities to present the net cost of each program. Amounts paid to acquire
capital assets are capitalized as assets, rather than reported as capital expenditures.

b. Fund Financial Statements

The underlying accounting system of the Town is organized and operated on the basis
of separate funds, each of which is considered to be a separate accounting entity. The
operations of each fund are accounted for with a separate set of self-balancing accounts
that comprise its assets, liabilities, fund equity, revenues and expenditures or expenses,
as appropriate. Governmental resources are allocated to and accounted for in individual
funds based upon the purposes for which they are to be spent and the means by which
spending activities are controlled.

Fund financial statements for the primary government’'s governmental funds are
presented after the government-wide financial statements. These statements display
information about major funds individually.

When both restricted and unrestricted resources are combined in a fund, qualified
expenses are considered to be paid first from restricted resources, and then from
unrestricted resources. Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are considered to be available when they are collected within the
current period or soon thereafter to pay liabilities of the current period. For this purpose,
the Town considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period.

Expenditures generally are recorded when a liability is incurred, as under the accrual

basis of accounting. Interest associated with the current fiscal period is considered to be
an accrual item and so has been recognized as revenue of the current fiscal period.

-17 -



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
2. Measurement Focus and Basis of Accounting (Continued)
b. Fund Financial Statements (Continued)

Under the current financial resources measurement focus, only current assets and
current liabilities are generally included on the balance sheet. The reported fund
balance is considered to be a measure of “available spendable resources”.
Governmental fund operating statements present increases (revenues and other
financing sources) and decreases (expenditures and other financing uses) in net current
assets. Accordingly, they are said to present a summary of sources and uses of
“available spendable resources” during a period.

Because of their spending measurement focus, expenditure recognition for
governmental fund types excludes amounts represented by non-current liabilities. Since
they do not affect net current assets, such long-term amounts are not recognized as
governmental fund type expenditures or fund liabilities.

Amounts expended to acquire capital assets are recorded as expenditures in the year
that resources are expended, rather than as fund assets.

3. Basis of Presentation
a. Governmental Major Funds

General Fund - The General Fund is the primary operating fund of the Town. It accounts
for all financial resources of the general government, except those required to be
accounted for in another fund.

Special Revenue Fund - The Special Revenue Fund accounts for the revenues received
and subsequently expended for specific purposes (other than special assessments and
major capital projects) requiring separate accounting because of legal or regulatory
provisions or administrative action of the Town.

b. Non-current Governmental Assets

Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local
Governments, requires that non-current governmental assets, such as land, buildings
and improvements and equipment be reported in the governmental activities column in
the government-wide statement of net assets.

-18 -



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
4. Assets, Liabilities, and Net Assets or Equity
a. Cash and Investments

Chapter 280, Florida Statutes require state and local governmental units to deposit
monies with financial institutions classified as "Qualified Public Depositories," whose
public funds are held in a multiple financial institution pool administered by the State of
Florida, whereby groups of securities pledged by the various financial institutions provide
common collateral from their deposits. This pool is provided as additional insurance to
the federal depository insurance and allows for additional assessments against the
member institutions, providing full insurance for public deposits.

The Town is authorized to invest in those financial instruments as established by Section
218.415, Florida Statutes. The authorized investments consist of:

1. Direct obligations of the United States Treasury;

2. The Local Government Surplus Funds Trust or any intergovernmental investment
pool authorized pursuant to the Florida Interlocal Cooperative Act of 1969;

3. Interest-bearing time deposits or savings accounts in authorized qualified public
depositories;

4. Securities and Exchange Commission, registered money market funds with the
highest credit quality rating from a nationally recognized rating agency.

b. Capital Assets
The Town defines capital assets as assets with an initial, individual cost of $500 or more
and an estimated useful life in excess of one year. The valuation basis for acquired

assets is historical cost and for donated assets is fair market value.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend its useful life are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed and depreciated over their useful lives beginning at the time they are placed
in service.

Depreciable capital assets are depreciated using the straight-line method over estimated
useful lives ranging from five (5) to thirty (30) years.

-19-



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
4. Assets, Liabilities, and Net Assets or Equity (Continued)
c. Budgets

Budgets are prepared for the governmental funds and adopted after public hearings,
pursuant to Section 200.065 of the Florida Statutes. The Town utilizes the same basis
of accounting for budgets as it does for revenues and expenditures in its various funds.
The legal level of budgetary control is at the fund level. All budgeted appropriations
lapse at year end. Formal budgets are adopted for both the general fund and the special
revenue fund. As a result, deficits in the budget columns of the accompanying financial
statements may occur.

d. Governmental Fund Balance

The Town adopted GASB Statement 54, Fund Balance Reporting and Governmental
Fund Type Definitions, during the fiscal year ended September 30, 2011. Governmental
fund balances are now reported within fund balance classifications that comprise a
hierarchy based primarily on the extent to which the government is bound to honor
constraints on the specific purpose for which amounts in those funds can be spent. The
classifications include non-spendable, restricted, committed, assigned and unassigned.

Non-Spendable Fund Balance — The classification is either not in spendable form or is
legally or contractually required to remain intact.

Restricted Fund Balance — The classification includes amounts that can be spent only
for specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

Committed Fund Balance — This classification includes amounts that can be used only
for the specific purposes determined by a formal action of the Town’s highest level of
decision making authority.

Assigned Fund Balance — This classification is intended to be used by the government
for specific purposes but do not meet the criteria to be classified as restricted or
committed.

Unassigned Fund Balance — This classification is the residual classification for the
government’s general fund and includes all spendable amounts not contained in the
other classifications. Unassigned fund balance is considered to be utilized first when an
expenditure is incurred for purposes for which amounts in any of those unrestricted fund
balance classifications could be used.
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Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE B - CASH AND EQUIVALENTS

All deposits are held in qualified public depositories and are included on the accompanying
statement of net position and balance sheets as cash and equivalents.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposits may not
be returned. The Town has a formal policy for custodial credit risk and they follow the provisions
of Chapter 280, Florida Statutes, regarding deposits and investments. As of September 30,
2016, the Town’s carrying value for deposits was $346,423 while the bank balance was
$361,684. Exposure to custodial credit risk was as follows; Cash and equivalents are deposited
in a qualified public depository in accordance with the provisions of Chapter 280, Florida
Statutes, which means that all deposits are fully insured by Federal Depositors Insurance or
collateralized under Chapter 280, Florida Statutes.

Cash equivalents consist principally of money market funds held in public depositories with
interest rates at .05 to .15%.

The types of deposits and investments and their level of risk exposure as of September 30,
2016 were typical of these items during the fiscal year then ended. The Town considers any
decline in fair value for certain investments to be temporary. In addition, the Town has the ability
to hold investments to maturity that have fair values less than cost. The Town’s deposits and
investments are recorded at fair value, which approximates their cost.

NOTE C - AD VALOREM TAX CALENDAR

Ad Valorem tax revenues recognized for the 2015-2016 fiscal year were levied in October 2015.
All taxes are due and payable on November 1 or as soon as the assessment roll is certified and
delivered to the Tax Collector. Per Section 197.162, Florida Statutes, discounts are allowed for
early payment at the rate of 4% in November, 3% in December, 2% in January, and 1% in
February. Taxes paid in March are without discount.

NOTE D - PREPAID EXPENSES

As of June 30, 2016 prepaid expenses consisted of the following:

Prepaid grant matching expense $ 120,000
Prepaid insurance 10,215
Total $ 130,215

-21 -



Town of Ocean Breeze, Florida
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE E - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2016 was as follows:

Balance Balance
10/01/15 Additions Deletions 9/30/16
Capital assets, not being depreciated:
Construction in progress $ 120,000 $ - $ (120,000) $ -
Capital assets, being depreciated:
Improvements and equipment 38,785 - - 38,785
Accumulated depreciation (18,076) (2,165) - (20,241)
$ 140,709 $ (2,165) $ - $ 18,544

Depreciation charged to general government activities was $2,165 for the year ended 9/30/16.
NOTE F - ECONOMIC DEPENDENCY
A substantial portion of the Town's activity is dependent upon the continued allocation of sales,

franchise and fuel taxes received from the State of Florida, the loss of which could have a
materially adverse effect on the government without levying additional ad valorem taxes.

NOTE G - RISK MANAGEMENT
The Town is exposed to various risks of loss related to torts, including worker's compensation

claims; theft of, damage to and destruction of assets; errors and omissions; and natural
disasters for which the Town carries commercial property and liability insurance.
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Independent Auditor’'s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Honorahle Mayor and Council Members
Town of Ocean Breeze, Florida
Jensen Beach, Florida

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the Town of Ocean Breeze, Florida (the “Town”) as of and for the year ended
September 30, 2016, and the related notes to the financial statements and have issued our
report thereon dated June 7, 2017.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Town's internal control over financial
reporting to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Town's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Town's
internal control over financial reporting.

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 combination of deficiencies, in internal controi, such that there is a reasonable
possibility that a material misstatement of the Town’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 charges with governance.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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To the Honorable Mayor and Council Members
Town of Ocean Breeze, Florida

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the entity's internal control or on compliance. This report is an integral part of an audit

performed in accordance with Government Auditing Standards in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other

ek

Berger, Toombs, Elam, Gaines & Frank
Certified Public Accountants PL
Stuart, Florida

June 7, 2017
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Management Letter

To the Honorable Mayor and Members
of the Town Council

Town of Ocean Breeze, Florida

Jensen Beach, Florida

Report on the Financial Statements

We have audited the financial statements of the Town of Ocean Breeze, Florida (the “Town”)
as of and for the fiscal year ended September 30, 2016, and have issued our report thereon
dated June 7, 2017.

Auditor’'s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the
United States; 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 Florida Auditor General.

Other Reports

We have issued our Independent Auditor's Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards and our Independent Auditor's Report on
an examination conducted in accordance with AICPA Professional Standards, Section 601
regarding compliance requirements in accordance with Chapter 10.550, Rules of the Auditor
General. Disclosures in those reports which are dated June 7, 2017, 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 address in the
Management Letter, if not already addressed in the auditors’ report on compliance and internal
controls, whether or not recommendations made in the preceding annual financial report have
been followed. There were no recommendations made in the preceding audit report.

Financial Condition

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor, requires that we apply
appropriate procedures and report the results of our determination as to whether or not the
Town has met one or more of the conditions described in Section 218.503(1), Florida Statutes,
and identification of the specific conditions met. In connection with our audit, we determined
that the Town did not meet any of the conditions described in Section 218.503(1), FL Statutes.
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Town of Ocean Breeze, Florida
Jensen Beach, Florida

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

Annual Financial Report

Section 10.554(1)(i)5.b. and 10.556(7), Rules of the Auditor General, requires that we apply
appropriate procedures and report the results of our determination as to whether the annual
financial report for the Town for the fiscal year ended September 30, 2016, filed with the
Florida Department of Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is
in agreement with the annual financial audit report for the fiscal year ended September 30,
20186. In connection with our audit, we determined that these reports were in agreement.

Other Matters

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

Section 10.554(1)(1)3., Rules of the Auditor General, requires that we address noncompliance
with provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to
have occurred, that have an effect on the financial statements that is less than material but
which warrants the attention of those charged with governance. In connection with our audit,
we did not have any such findings.

Purpose of this Letter

Our Management Letter is intended solely for the information and use of the Legislative
Auditing Committee, members of the Florida Senate and the Florida House of
Representatives, the Florida Auditor General, Federal and other granting agencies, the Town
Council, and applicable management, and is not intended to be and should not be used by
anyocne other than these specnfled parties.
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Berger, Toombs, Elam, Gaines & Frank
Certified Public Accountants PL
Stuart, Florida

June 7, 2017
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Independent Accountant’s Report/Compliance with Section 218.415, Florida Statutes

To the Honorable Mayor and Council Members
Town of Ocean Breeze, Florida
Jensen Beach, Florida

We have examined Town of Ocean Breeze, Florida's compliance with Section 218.415, Florida
Statutes during the year ended September 30, 2016. Management is responsible for Town of
Ocean Breeze, Florida's compliance with those requirements. Our responsibility is to express an
opinion on Town of Ocean Breeze, Florida's compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a
test basis, evidence about Town of Ocean Breeze, Florida’'s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our examination provides a reasonable basis for our opinion.
Qur examination does not provide a legal determination on Town of Ocean Breeze, Florida's
compliance with the specified requirements.

In our gpinion, Town of Ocean Breeze, Florida's complied, in all material respects, with the
aforemientioned req emen; durpmgthe year ended September 30, 2016.
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Berger, Toombs, Elam, Gaines & Frank
Certified Public Accountants PL
Fort Pierce, Florida

June 7, 2017
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