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AGENDA REPORT
May 21, 2019

Acknowledge Receipt of the Audited Annual Financial Statements for the
Melbourne-Tililman Water Control District for FY 2017-2018

SUBJECT:
Acknowledge Receipt of Audited Financial Statements for the Melbourne-Tillman Water
Control District for FY 2017-2018

FISCAL IMPACT:
N/A

DEPT/OFFICE:
Budget

REQUESTED ACTION:

Itis requested that the Board of County Commissioners acknowledge receipt of the audit
of the annual financial statements for the Melbourne—Tillman Water Control District for FY
2017-2018

SUMMARY EXPLANATION and BACKGROUND:

In accordance with Florida Statutes 189.418 and 218.32(1)(a). Each local governmental
entity that is determined to be a reporting entity, as defined by generally accepted
accounting principles, and each independent special district as defined in s. 189.012,
shall submit to the department a copy of its annual financial report for the previous fiscal
year in a format prescribed by the department. The annual financial report must include a
list of each local governmental entity included in the report and each local governmental
entity that failed to provide financial information as required by paragraph (b). The chair of
the governing body and the chief financial officer of each local governmental entity shall
sign the annual financial report submitted pursuant to this subsection attesting to the
accuracy of the information included in the report. The county annual financial report must
be a single document that covers each county agency.

(b) Each component unit, as defined by generally accepted accounting principles, of a
local governmental entity shall provide the local governmental entity, within a reasonable
time period as established by the local governmental entity, with financial information
necessary to comply with the reporting requirements contained in this section.

The Melbourne-Tillman Water Control District is providing to the Brevard County Board of
County Commissioners a copy of their annual audit reflecting the financial status of the
authority for FY 2017-2018.
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BOARD OF COUNTY COMMISSIONERS

BnEVAngmf;,

FLORIDA’'S SPACE COAST

Tammy Rowe, Clerk to the Board, 400 South Street « P.O. Box 999, Titusville, Florida 32781-0999 Telephone: (321) 837-2001
Fax: (321) 264-6972
Tammy.Rowe@brevardclerk.us

May 22, 2019

MEMORANDUM
TO:  Jill Hayes, Budget Office Director

RE: ltem F.28., Acknowledge Receipt of the Audited Annual Financial Statements for
Melbourne-Tillman Water Control District for FY 2017-2018

The Board of County Commissioners, in regular session on May 21, 2019, acknowledged
receipt of the audit of the annual financial statements for the Melbourne-Tillman Water Control
District for FY 2017-2018.

Your continued cooperation is always appreciated.

Sincerely,

BOARD OF COUNTY COMMISSIONERS
SCOTT ELLIS, CLERK

\j (bmm 3 Q §l5€—
Tammy Rowe, Deputy Clerk
/kp

cc: Finance

PRINTED ON RECYCLED PAPER



STATE OF FLORIDA

Melbourne-Tillman Water Control District

March 11, 2019

Jill Hayes

Budget Director, Brevard County
2725 Judge Fran Jamieson Way
Building C

Viera, Florida 32940

RE: Annual Financial Audit Report

Enclosed is one (1) copy of the Melbourne-Tillman Water Control District’s Annual Audited Financial
Statements for FY 2017/2018 as per Florida Statutes and the Rules of the Auditor General. Our auditors
for this fiscal year were Carr, Riggs & Ingram, L.L.C., 215 Baytree Drive, Melbourne, Florida 32940.

If you have any questions, please do not hesitate to contact me.

Sincerely,

MELBOURNE-TILLMAN WATER CONTROL DISTRICT

Wil ba

Debbie Leclair
Assistant Manager
Administrative Operations

Enclosure

5990 Minton Road NW - Palm Bay, Florida 32907
321-723-7233 - Fax 321-725-5933 - mtwed@melbournetillman.org
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Melbourne-Tillman Water Control District

Report on the Financial Statements

We have audited the accompanying financial statements of Melbourne-Tillman Water Control District
(the “District”), a dependent special district of Brevard County, Florida, as of and for the year ended
September 30, 2018, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

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

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



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Melbourne-Tillman Water Control District as of September 30, 2018, and the
changes in financial position and cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As described in Note 2.F. and Note 6 to the financial statements, in 2018, the District adopted new
accounting guidance, GASBS No. 75, Accounting and Financial Reparting for Postemployment
Benefits Other Than Pensions. 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 the required supplementary information, as noted 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 ar 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 19,
2019, on our consideration of Melbourne-Tilman Water Control District's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Melbourne-Tillman Water Control District’s internal control over financial reparting and
compliance.

Cd.w, /ﬁ??v £ Jm}/mm_), L.
Melbourne, Florida
February 19, 2019



Melbourne-Tillman Water Control District
Management's Discussion and Analysis
September 30, 2018

The Melbourne Tillman Water Control District, a dependent special district of Brevard County,
operates as an enterprise fund. A discussion of the District’s financial performance for the year
ending September 30, 2018 can be best understood given a brief background of the District.

History

The Melbourne-Tillman Water Control District is a dependent water control district of Brevard
County reorganized in 1986 from its initial authorization as an independent district by the Florida
Legislature in 1922. The District contains 100.8 square miles within its boundaries, approximately
64,491 acres. Itis located in southern Brevard County and includes portions of the City of Palm Bay
and the City of West Melbourne.

The District was initiated in the summer of 1921 through the presentation of a petition to the
Circuit Court of Brevard County. This petition was for land reclamation for agricultural development
and was signed by the required majority of landowners, by acreage, within the proposed
boundaries of the District. After proper legal advertisement, a Decree was issued January 7, 1922
organizing and establishing the Melbourne-Tillman Drainage District under Chapter 6458, Laws of
Florida, Acts of 1913. The proposed plan called for a network of canals that would, in conjunction
with a western levee separating surface flows from the St. Johns River, divert runoff eastward to
Turkey Creek. Construction of the approved canal and levee system began in November of 1922.

Construction of the canals and levee system continued through 1928 when operations ceased due
to funding difficulties. Work was estimated to be 85 percent complete and did not include the
outfall dam. Throughout the following decades the District persevered and was reorganized in 1986
as a dependent district of Brevard County under Chapter 86-418, Florida Statutes and later codified
under its current authorization as Chapter 2001-336, Laws of Florida, as amended by Chapter 2003-
334, Laws of Florida.

Today, the District successfully operates and maintains seventy-one canals, totaling over 163 miles,
and a major water control structure. The primary canal serving the District, Canal C-1, traverses the
District from the western levee, east to the primary water control structure at the outfall to Turkey
Creek, a distance of approximately 9 miles.

Legislative Authority

The District operates under the authority of Chapter 2001-336, Laws of Florida, as amended by
Chapter 2003-334, Laws of Florida. In 1986, the Florida Legislature “declared and determined ... that
a special district ... would be the most responsive, efficient, and effective local government entity to
secure, operate, and maintain an adequate, dependable surface water management system ...”. The
Legislature created and incorporated the Melbourne-Tillman Water Control District as a dependent
special district for the purpose of constructing, reconstructing and repairing, maintaining, and
operating a surface water management system, previously managed by an independent district of the
same name created pursuant to Chapter 298, Florida Statutes.



Melbourne-Tillman Water Control District
Management's Discussion and Analysis
September 30, 2018

The District is governed by a seven (7} member Board appointed by the City of Palm Bay (3 members),
Brevard County (3 members), and the City of West Melbourne (1 member). The singular qualification
is that members must reside within District boundaries for the tenure of their service. The Board of
Directors has the power to establish a water management system to prevent damage from flooding,
soil erosion, and excessive drainage; to promote the conservation, development, and proper
utilization of surface and ground water; to preserve natural resources, fish, and wildlife; maintain
water quality; and to preserve and protect natural systems within and surrounding the District.

The Board may authorize the cleaning, straightening, widening or the change of course or flow, alter
or deepen any canal, ditch, drain, watercourse or natural stream within the District boundaries. The
building and construction of other works and improvements to preserve and maintain the works of
the District are also authorized.

Funding

As a dependent district, the Board of Directors adopts a tentative annual operating budget for each
fiscal year, to be approved by the Board of County Commissioners as an Enterprise Fund under the
County’s budget process.

District revenues consist of Operating Revenues (User Fee Charges for Services, Interest Income and
Permit Fees) and Non-Operating Revenues (Balance Forward from Reserves for Operating and
Capital). The User Fee Charges for Services, a non-ad valorem fee based on the county’s
assessment of property size and use, represents the largest companent of the District’s revenues,
generally 80 to 90 percent.

Basic Financial Statements: This and Past Fiscal Years

The most recent fiscal year, 2018, concluded with operations within the approved budget
limitations; similar to the performance of the previous year, 2017.

Assets

As of September 30, 2018, the District’s total assets include cash, investments, inventories, property
and equipment. Total assets increased from $3,835k in 2017 to $4,338k in 2018, due mainly to an
increase in property and equipment. Net cash and investments decreased $7,189 from a budgeted
operating loss, a $7,191 decrease in inventories, and an approximate $518k increase in property
and equipment as a result of depreciation of $355k offset by approximately $890k in asset additions
and $17k in asset disposals.

-~ 10 -



Melbourne-Tillman Water Control District
Management's Discussion and Analysis
September 30, 2018

Liabilities

As of September 30, 2018, total liabilities of approximately $1,205k include accounts payable,
wages and benefits payable, accrued compensated absences, post-employment benefit obligations,
and pension liability. Total liabilities decreased approximately $85k from 2017 to 2018, due to a
decrease of $26k of accounts payable, accrued wages and accrued compensated absences. In
addition, there was a decrease of $59k in post-employment benefit obligations.

Revenues

The District’s total operating revenues for 2018 remained relatively the same as 2017, with $1,935k
received in revenue compared with $1,992k budgeted in 2018 and $1,935k received in 2017.

Program Expenses

The District’s expenses are divided into four areas: wages and benefits; material and supplies;
depreciation expense; repairs, maintenance and other expenses.

Wages and benefits cover salaries and benefits for the District’s staff of nineteen. These costs
decreased $63k from 2017 to 2018. Total wages and benefits expenditures in 2018 were $1,318k
compared with $1,381k in 2017. The decrease in 2018 was due to personnel changes from the
previous year along with a decrease in benefit costs.

Material and supplies expense decreased from $309k to $235k from 2017 to 2018, and includes
primarily aquatic herbicide, parts for in-house repairs, fuels and oils, and tax assessment and
collection fees, and transfer expenses. The decrease was primarily due to a decrease in aquatic
herbicide expenses.

Repair and maintenance expenses include primarily vehicle and equipment repair, facility and canal
maintenance, repair and supply, and general insurance. Other expenses include communications,
utilities, travel, training, professional services and administrative requirements. Total repair,
maintenance and other expenses increased from $270k in 2017 to $354k in 2018. The increase is
mainly due to an increase in repair and maintenance services and improvements other than
buildings.

Overall Financial Position

The District’s net position increased by $532k due primarily to the acquisition of an aguatic
harvester and an amphibious dredge paid for through an agreement with St. Johns River Water
Management District. As of September 30, 2018, the District has an unrestricted net position of
$1,863k and $1,479k invested in capital assets.

The overall financial position of the District is good. No significant change is anticipated.

-11-



Melbourne-Tillman Water Control District
Management's Discussion and Analysis
September 30, 2018

Significant Capital Assets and Long-Term Debt Activity

The District added capital assets in 2018 through repairs and replacement of aged equipment and
addition of new equipment. These assets included the purchase of a 2017 Diamond 25-ft. rear
cradle boom mower ($62k replacement), six slotted crane mats ($3.6k new), a 7.5 HP 80-gallon two
stage compressor (S2k replacement), a Spectra Precision SP80 GNSS survey receiver and Nomad
1050L data collector (S11k replacement), transmission repair on a 2018 Challenger tractor ($17k
repair), replace dump bed lift cylinder on a 2007 Sterling dump truck ($2.5k repair), replace dump
bed lift cylinder ($3k repair) and walking beam repair ($3k repair) on a 2012 Freightliner dump
truck, rebuilt bucket on a 1994 Komatsu track-hoe ($2.5k repair), and rebuilt an aquatic bucket on a
2011 LinkBelt excavator ($3.2k repair). The asset additions also included the purchase of two large
equipment items, an aquatic harvester and an amphibious dredge, which were paid for by St. Johns
River Water Management District in the amount of $780k.

“New” means a piece of equipment not previously inventoried by the District — the actual
equipment may be new or used. “Replacement” means a piece of equipment currently inventoried
is being replaced. “Repair” means an existing piece of vehicle/equipment underwent significant
repair work to keep it functioning.

No additional long-term debt was incurred and current long-term debt is zero ($0).

Description of Currently Known Facts Expected To Have a Significant Effect on Financial Position

The District’s user fee structure does not differentiate between developed and undeveloped
parcels. Therefore, future growth or lack thereof, is not significant to the District’s revenue stream.
Growth, as defined by the development of agricultural lands or the build-out of large tracts of
undeveloped residential parcels (not platted), can have a minor impact on increased revenues.

Lands identified as such represent approximately 20 percent of the District and could generate an
additional 38 percent in revenues.

The St. Johns Heritage Parkway is now complete from Malabar Road to Highway 192. The parkway
goes through undeveloped and agricultural portions of the District that have potential for future

growth with some parcels currently in the planning stages for development.

The District retains 20 acres in the western portion of the District. The District has no immediate
plans for developing the 20 acres.

Requests for Information

Questions concerning any of the information provided or requests for additional financial
information should be addressed to Debbie Leclair, Assistant Manager/Administrative Operations,
(321) 723-7233, 5990 Minton Road, Palm Bay, Florida 32907.

-12-



MELBOURNE-TILLMAN
WATER CONTROL DISTRICT

Basic Financial Statements
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Melbourne-Tillman Water Control District
Statement of Net Position

September 30, 2018
ASSETS
Current assets
Cash and cash equivalents S 45,467
Investments, current 2,119,976
Inventories 21,303
Total current assets 2,186,746
Noncurrent assets
Investments, noncurrent 671,976
Property and equipment, at cost less
accumulated depreciation of $11,591,620 1,479,290
Total noncurrent assets 2,151,266
Total assets 4,338,012
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflow - pension 381,696
Total deferred outflows of resources 381,696
LIABILITIES
Current liabilities
Accounts payable 16,340
Accrued wages payable 23,578
Accrued compensated absences 107,377
Total current liabilities 147,295
Noncurrent liabilities
Net other post-employment benefit liability 42,644
Net pension liability 1,015,191
Total noncurrent liabilities 1,057,835
Total liabilities 1,205,130
DEFERRED INFLOWS OF RESOURCES
Deferred inflow - other post-employment benefits 11,415
Deferred inflow - pension 161,087
Total deferred inflows of resources 172,502
NET POSITION
Invested in capital assets 1,479,290
Unrestricted 1,862,786
Total net position $ 3,342,076

The accompanying notes are an integral part of these financial statements.
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Melbourne-Tillman Water Control District
Statement of Revenues, Expenses and Changes in Net Position

For the year ended September 30, 2018

Operating revenues

User fees $ 1,876,122
Miscellaneous 58,925
Total operating revenues 1,935,047

Operating and maintenance expenses

Wages and benefits 1,317,777
Material and supplies 235,049
Depreciation expense 354,801
Repairs, maintenance and other expenses 353,874
Total operating and maintenance expenses 2,261,501
Operating loss (326,454)

Non-operating revenues (expenses)

Interest income 71,187

Capital contributions 779,834

Loss on disposal of fixed asset (17,610)
Total non-operating revenues (expenses) 833,411
Change in net position 506,957
Net position, beginning of year, as previously stated 2,809,972
Prior period adjustment (See Note 6) 25,147
Net position, beginning of year, restated 2,835,119
Net position, end of year S 3,342,076

The accompanying notes are an integral part of these financial statements,
-16-



Melbourne-Tillman Water Control District

Statement of Cash Flows

For the year ended September 30, 2018
Cash flows from operating activities

Cash received from users and government agencies $ 1,935,047

Cash paid to suppliers for goods and services (584,117)

Cash paid to employees for services (1,319,207)
Net cash provided by operating activities 31,723
Cash flows from capital and related financing activities

Acquisition of capital assets (110,101)
Net cash used in capital and related financing activities (110,101)
Cash flows from investing activities

Interest on investments 71,187

Proceeds from sale of investments 487,689

Purchase of investments (1,000,000)
Net cash used in investing activities (441,124)
Decrease in cash and cash equivalents (519,502)
Cash and cash equivalents, beginning of year 564,969
Cash and cash equivalents, end of year S 45,467

The accompanying notes are an integral part of these financial statements.
17 -



Melbourne-Tillman Water Control District
Statement of Cash Flows (Continued)

For the year ended September 30, 2018

RECONCILIATION OF OPERATING LOSS TO NET CASH PROVIDED
BY OPERATING ACTIVITIES
Operating loss $ (326,454)

Adjustments to reconcile operating loss to net cash
provided by operating activities:

Depreciation 354,801

Changes in assets and liabilities:
Decrease in inventories 7,191
Decrease in deferred outflows 16,903
Decrease in accounts payable (2,385)
Increasein net pension liability 457
Increase in deferred inflow - pension 27,869
Increase in deferred inflow - post-employment benefit 11,415
Decrease in net post-employment benefit liability (34,033)
Decrease in accrued wages payable (24,041)

Total adjustments 358,177
Net cash provided by operating activities S 31,723

Non-cash investing activities:
The District purchased two large equipment items, a harvester and a
dredge, which was paid for 100% by another government entity in the
amount of $779,834.
$ 779,834

The accompanying notes are an integral part of these financial statements.
-18-



Melbourne-Tillman Water Control District
Notes to Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Melbourne-Tillman Water Control District (the “District”), a dependent special District of Brevard
County, Florida as defined under Sections 165.031(5) and 200.001(8)(d), Florida Statutes, was
restructured October 1, 1986 by Chapter 86-418, Special Acts of Florida, from an independent District
to a dependent District, to continue to provide a surface water management system by means of
dikes and canals for 62,000 acres of land in South Brevard County. The District was originally
organized and established by decree of the Circuit Court of Brevard County on January 7, 1922 as the
Melbourne-Tillman Drainage District under Chapter 6458, Laws of Florida, Acts of 1913.

The financial statements of the District have been prepared in accordance with generally accepted
accounting principles as applied to governmental units. The more significant of these accounting
policies are described below.

A. REPORTING ENTITY

The Melbourne-Tillman Water Control District, a dependent special District of Brevard County, is
governed by a seven member Board of Directors comprised of three members appointed by the
Brevard County Board of Commissioners, three members appointed by the City of Palm Bay and one
member appointed by the City of West Melbourne. Melbourne-Tillman Water Control District does
not meet the fiscal dependency and financial benefit or burden criteria and the County has
determined that it would not be misleading to exclude the District from its reporting entity; therefore
itis not included in the County’s financial statements. The District remains a dependent special district
of the County because the County approves the user fees.

B. BASIS OF PRESENTATION

The District uses the proprietary fund basis of presentation for its financial statements. The focus of
proprietary fund measurement is upon determination of net income, financial position and cash
flows. The generally accepted accounting principles are those applicable to similar businesses in the
private sector. These funds are maintained on the accrual basis of accounting. The following is a
description of the sole proprietary fund of the District.

Enterprise Fund - The District operates as an enterprise fund that accounts for the construction,
operation and maintenance of the District.

This fund is used to account for the acquisition, operation and maintenance of District facilities and
services that are entirely or predominantly self-supported by user fees. The operations of enterprise
funds are accounted for in such a manner as to show a profit or loss similar to comparable private
enterprises.

-16 -



Melbourne-Tillman Water Control District
Notes to Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenses are recognized in the accounts
and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied. Proprietary funds are accounted
for using the accrual basis of accounting. Revenues are recognized when they are earned and
expenses are recognized when incurred.

Operating revenues and expenses are distinguished from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenue of
the enterprise fund is user fees charged to customers for services. Operating expenses include the
cost of services, which mainly consists of wages, benefits, and materials, as well as administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

D. BUDGETARY DATA

The budgetary policy for the Board of Directors of the District involves establishing an annual
operating expense budget. A tentative annual operating expense budget is to be adopted prior to July
1 of each year, and approved by the Brevard County Board of County Commissioners. Brevard County
Board of County Commissioners action is required for the approval of a supplemental or amended
budget.

Budgetary control is maintained at the line item level. The budget is prepared on an accrual basis of
accounting, which is consistent with generally accepted accounting principles. All appropriations that
are not expensed or committed lapse at year end.

Actual results of operations presented in accordance with generally accepted accounting principles
(GAAP basis) and the District’s accounting policies do not recognize encumbrances as expenditures
until the period in which the actua! goods or services are received and a liability is incurred. It is
necessary to include budgetary encumbrances to reflect actual revenues and expenditures on a basis
consistent with the District’s legally adopted budget.

E. ASSETS, LIABILITIES AND NET POSITION

1. Deposits and Investments

Cash and cash equivalents include amounts in demand deposits and all highly liquid debt instruments
with original maturities of three months or less. Banks and savings and loans must meet the criteria to
be a qualified public depository as described in the Florida Security for Public Deposits Act in

accordance with Chapter 280, Florida Statutes before any investment of public funds can be made
with them.
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Melbourne-Tillman Water Control District
Notes to Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. ASSETS, LIABILITIES AND NET POSITION (Continued)
1. Deposits and Investments (continued)

The investing of public funds with the State Board of Administration (“Florida Prime”) is governed
by Section 218.407, Florida Statutes. The investments with the State Board of Administration and
Florida Counties Investment Trust consist largely of Federal Agency Obligations, Certificates of
Deposit, Repurchase Agreements, Bankers Acceptance and Commercial Paper.

The District’s investment in the Florida Prime is reported at amortized cost. The fair value of the
District’s position in the pool is equal to the value of pooled shares.

The District pools the investments of its governmental funds. Investment earnings of the poal are
allocated to the participating funds at the end of each month based on the ratio of each participant
funds’ investment to the total pooled investment.

The District also invests in certificates of deposit held by a bank, which are held to maturity and are
nonparticipating interest-earning investment contracts. These certificates of deposit are valued at
cost plus accrued interest per GASBC I50: Investments.

2. Inventories

Inventories are valued at the lower of cost (first-in, first-out) or market method. Inventories consist of
herbicides and supplies held for use in maintaining the canals.

3. Property and Equipment

Land, buildings, improvements and equipment are valued at historical cost or at fair market value for
those assets contributed.

Depreciation of the District’s exhaustible fixed assets is charged as an expense against their
operations and is closed to net position. Accumulated depreciation is reported on the District’s
statement of net position. Depreciation has been provided over the estimated useful lives using the
straight-line method. The estimated useful lives are as follows:

Buildings 25 years
Improvements other than huildings 5-25 years
Equipment 5-7 years

4, Liabilities and Net Position

All liabilities associated with the activity of the District are included in the statement of net position.
The reported net position is segregated into separate components.
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Melbourne-Tillman Water Control District
Notes to Financial Statements

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
E. ASSETS, LIABILITIES AND NET POSITION (Continued)
5. Accrued Compensated Absences

All regular full-time employees of the District are eligible for annual leave. Each employee working a
normal week earns vacation leave at certain rates depending on the employee’s length of service. All
annual leave is accrued when earned in the statement of net position.

Sick leave is accumulated at a rate of 8 hours per month with less than 10 years of service, and at a
rate of 12 hours per month with greater than 10 years of service. Sick leave may be accumulated up
to 960 hours. Employees may trade earned sick leave for vacation leave or for payment up to a total
of 320 hours annually. Employees who resign in good standing will be paid for half of any unused
sick leave up to a maximum of 480 hours.

6. Defined Benefit Pension Plans

The District participates in cost-sharing, multiple-employer, defined benefit pension plans that are
administered by the State, the Florida Retirement System. For purposes of measuring the net
pension asset or liability, deferred outflows of resources and deferred inflows of resources related
to pensions, and pension expense, information about the fiduciary net positions of the state-
administered defined benefit pension plans and additions to/deductions from the state-
administered defined benefit pension plan’s fiduciary net positions have been determined on the
same basis as they are reported by the state-administered defined benefit pension plans. For this
purpose, plan member contributions are recognized in the period in which the contributions are
due. The District’'s employer contributions are recognized when due, and the District has a legal
requirement to provide the contributions. Benefits and refunds are recognized when due and
payable in accordance with the terms of the state-administered defined benefit pension plan.

7. Other Post-employment Benefits

The District participates in a single employer, defined benefit, other post-employment plan. The
District does not have a trust for the plan, and there is no actuarial determined contribution. The
OPEB liability is determined in accordance with GASBC P52; Other Past-employment Benefits.

F. REVENUES

The District is permitted by state law to levy user fees. The user fees assessed are computed by the
designation of land classification to parcels of land, based on three different classifications of land use,
multiplied by a specified billing rate. The billing rate used has been determined by the Board of
Directors and approved by the Brevard County Commission.

User fee assessment and collection have been consolidated with Brevard County. A service fee is paid
to the County for a proportionate share of the tax roll cost. The County tax collector periodically
remits collections and sends invoices monthly for the collection fees. Brevard County’s assessments
calendar is as follows:
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. REVENUES (Continued)

Lien date - January 1

Levy date - Prior to September 30
Due date - November 1
Delinquent date - Aprit 1

All property taxes, user fees and non-ad valorem assessments considered a part of the County tax for
enforcement and collection purposes remaining unpaid at May 30 are subject to a tax certificate sale
by the Tax Collector.

The District also recognizes revenue from the issuance of permits, interest earnings on investments,
charges for services and other miscellaneous sources.

G. USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States (“GAAP”) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenditures/expenses during
the reporting period. Actual results could differ from management’s estimates.

H. SUBSEQUENT EVENTS

Subsequent events were evaluated through February 19, 2019, which is the date the financial
statements were available to be issued.

NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS
A. DEPOSITS AND INVESTMENTS

At September 30, 2018, the District’s carrying amount of cash deposits was $45,267 and the bank
balance was $91,658. In addition, the District reported petty cash of $200. As of September 30, 2018,
the District maintains cash balances at several banks that are insured by the Federal Deposit
Insurance Corporation (“FDIC”) up to $250,000. Monies invested in amounts greater than the
insurance coverage are secured by the qualified public depositories pledging securities with the State
Treasurer in such amounts required by the Florida Security for Public Depositories Act.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

A. DEPOSITS AND INVESTMENTS (Continued)

At September 30, 2018, the District had the following investments:

Investment Maturities {in years)

Cost Plus Accrued More
Investment type Interest  Less than 1 1-5 6-10 than 10  Rating Agency
Certificates of
Deposit S 671,976 S " S 671,976 § - S - NR
$ 671,976 S - $ 671976 § - S -

Additional information regarding the Local Government Surplus Funds Trust Fund may be obtained
from the State Board of Administration.

The Florida Prime is an external investment pool that meets all of the necessary criteria to elect to
measure all of the investments in Florida Prime at amortized cost. Therefore, the District’s
investment in Florida Prime is reported at amortized cost. The fair value of the position in the pool
is equal to the value of the pool shares. As of September 30, 2018, there were no redemption fees
or maximum transaction amounts, or any other requirements that serve to limit a participant’s daily
access to 100 percent of their account value.

Investments in external pools, though measured at fair value, are not categorized within the fair
value hierarchy. The District had $2,119,976 in investments in the SBA Florida Prime at September
30, 2018.

Credit risk

Fixed income securities have inherent financial risks, including credit risk and interest rate risk. Credit

risk for fixed income securities is the risk that the issuer will not fulfill its obligations. As of September
30, 2018, the District’s investment in the Florida Prime was rated AAAm by Standard & Poot’s.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)
A. DEPOSITS AND INVESTMENTS (Continued)

Interest rate risk

A portfolio’s WAL is the dollar weighted average length of time until securities held reach maturity.
A portfolio’s WAM is the dollar weighted average maturity.

The WAL of Florida Prime at September 30, 2018 was 72 days.
The WAM of Florida Prime at September 30, 2018 was 33 days.
Foreign currency risk

The District’s investments were not exposed to any foreign currency risk during the period of
October 1, 2017 through September 30, 2018.

Concentration of credit risk
Concentration of credit risk is an increased risk of loss that occurs as more investments are acquired

from one issuer (i.e. lack of diversification). The District's investment policy does not specifically
address concentration of credit risk.
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Notes to Financial Statements

NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

B. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2018 was as follows:

Beginning Ending
Business-type activities: Balance Increases Decreases Balance
Capital assets, not being depreciated:
Land S 277,820 S B S - S 277,820
Rights-of-way 1 - - 1
Total capital assets, not being depreciated 277,821 - . 277,821
Capital assets, being depreciated:
Buildings 399,629 - - 399,629
Improvements other than buildings
Outfalls 7,043,643 - 7,043,643
Whater control structure 1,105,535 - - 1,105,535
Site plan improvements 488,510 - - 488,510
Equipment
Vehicles and heavy equipment 2,837,869 873,150 (73,316) 3,637,703
Small equipment 52,298 16,785 - 69,083
Office furniture and fixtures 48,986 - 48,986
Total capital assets being depreciated 11,976,470 889,935 (73,316) 12,793,089
Less accumulated depreciation for:
Buildings (284,611) (13,216) - (297,827)
Improvements other than buildings
Outfalls (7,036,587) (3,335) : (7,039,922)
Water control structure (1,097,542) (3,197) - (1,100,739)
Site plan improvements (294,164) (39,482) - (333,646)
Equipment
Vehicles and heavy equipment (2,496,247) (287,138) 55,704 (2,727,681)
Small equipment (41,832) (5,933) - (47,765)
Office furniture and fixtures {41,540) (2,500) - (44,040)
Total accumulated depreciation (11,292,523) (354,801) 55,704 (11,591,620)
Total capital assets being depreciated, net 683,947 535,134 (17,612) 1,201,469
Business-type activities capital assets, net $ 961,768 S 535,134 $ (17,612) $ 1,479,290
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

B. CAPITAL ASSETS (Continued)

Depreciation expense for the year ended September 30, 2018 was $354,801.

The rights-of-way consist of canals and rights of access to the canals acquired by the District at the

inception of the District. Due to the uncertainty of the fair market value, management determined
all the rights-of-way were recorded at a nominal value of $1 in total, as of inception of the District.

C. OPERATING LEASES
The District leases office equipment under a non-cancellable operating lease that was renewed
subsequent to year-end (see Note 7). The following schedule represents minimum future expense

related to this lease.

Year ending September 30,

2019 S 1,416
2020 1,416
2021 1,416
2022 1,416
2023 1,416

Total minimum future lease expense S 7,080

Lease expense for the year ended September 30, 2018 was $1,628.
D. COMPENSATED ABSENCES
Following is a summary of changes in compensated absences for the year ended September 30, 2018.

September 30, 2017 Additions Reductions 2018
Compensated Absences S 131,904 § 94,146 S (118,673) S 107,377

E. RETIREMENT PLAN
Defined Benefit Plans

The District participates in two defined benefit pension plans that are administered by the State of
Florida, Department of Management Services, Division of Retirement. The plans provide
retirement, disability or death benefits to retirees or their designated beneficiaries. Chapter 121,
Florida Statutes, establishes the authority for benefit provisions. Changes to the law can only occur
through an act of the Florida Legislature. The State of Florida issues a publicly available financial
report that includes financial statements and required supplementary information for the plans.
That report is available from the Florida Department of Management Services’ website
(www.dms.myflorida.com).
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)
E. RETIREMENT PLAN (Continued)

The Florida Retirement System (FRS) Pension Plan is a cost-sharing, multiple-employer defined
benefit pension plan with a Deferred Retirement Option Program (DROP) available for eligible
employees. The FRS was established and is administered in accordance with Chapter 121, Florida
Statutes. Retirees receive a lifetime pension benefit with joint and survivor payment options. FRS
membership is compulsory for employees filling regularly established positions in a state agency,
county agency, state university, state college, or district school board, unless restricted from FRS
membership under Sections 121.053 or 121.122, Florida Statutes, or allowed to participate in a
defined contribution plan in lieu of FRS membership. Participation by cities, municipalities, special
districts, charter schools and metropolitan planning organizations is optional.

The Retiree Health Insurance Subsidy (HIS) Program is a cost-sharing, multiple-employer defined
benefit pension plan established and administered in accordance with Section 112.363, Florida
Statutes. The benefit is a monthly payment to assist retirees of the state-administered retirement
systems in paying their health insurance costs. To be eligible to receive a HIS benefit, a retiree
under a state administered retirement system must provide proof of eligible health insurance
coverage, which can include Medicare.

Benefits Provided

Benefits under the FRS Pension Plan are computed on the basis of age and/or years of service,
average final compensation, and service credit. Credit for each year of service is expressed as a
percentage of the average final compensation. For members initially enrolled before July 1, 2011,
the average final compensation is the average of the five highest fiscal years’ earnings; for members
initially enrolled on or after July 1, 2011, the average final compensation is the average of the eight
highest fiscal years’ earnings. The total percentage value of the benefit received is determined by
calculating the total value of all service, which is based on the retirement plan and/or class to which
the member belonged when the service credit was earned.

Eligible retirees and beneficiaries receive a monthly HIS payment equal to the number of years of
service credited at retirement multiplied by $5. The minimum payment is $30 and the maximum
payment is $150 per month, pursuant to Section 112.363, Florida Statutes.

Contributions
The contribution requirements of plan members and the employer are established and may be

amended by the Florida Legislature. Employees are required to contribute 3.00% of their salary to
the FRS Pension Plan. The employer’s contribution rates as of September 30, 2018, were as follows:

-28-



Melbourne-Tillman Water Control District
Notes to Financial Statements

NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

E. RETIREMENT PLAN (Continued)

FRS HIS
Regular class 6.60% 1.66%
Special risk class 22.84% 1.66%
Senior management service class 22.40% 1.66%
Elected officials 47.04% 1.66%
DROP from FRS 12.37% 1.66%

The employer’s contributions for the year ended September 30, 2018 were $71,994 to the FRS
Pension Plan and $14,925 to the HIS Program.

Pension Liabilities and Pension Expense

In its financial statements for the year ended September 30, 2018, the District reported a liability
for its proportionate share of the net pension liability of the FRS Pension Plan and its proportionate
share of the net pension liability of the HIS Program. The net pension liabilities were measured as
of June 30, 2018. The District’s proportions of the net pension liabilities were based on its share of
contributions to the pension plans relative to the contributions of all participating entities,
actuarially determined.

FRS HIS

Net pension liability 5 724,584 S 290,607
Proportion at:

Current measurement date 0.002405616% 0.002745692%

Prior measurement date 0.002426377% 0.002777920%

Pension expense S 115,497 S 16,405

Deferred Outflows/Inflows of Resources Related to Pensions

At September 30, 2018, the District reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

E. RETIREMENT PLAN (Continued)

FRS HIS
Deferred Deferred Deferred Deferred
Outlfows of Inflows of OQutlfows of Inflows of

Resources Resources Resources Resources

Differences between expected and actual

experience S 61,383 § 2,228 S 4,449 § 494
Changes in assumptions 236,759 - 32,319 30,725
Net difference between projected and actual

earnings on pension plan investments - 55,583 175 -

Changes in proportion and differences
between employer contributions and

proportionate share of contributions 13,117 41,045 8,909 30,612
Employer contributions subsequent to the

measurement date 20,646 - 3,939 -
Total $ 331,905 $ 99,256 $ 49,791 $ 61,831

Deferred outflows of resources related to employer contributions paid subsequent to the
measurement date and prior to the employer’s fiscal year end will be recognized as a reduction of
the net pension liability in the reporting period ending September 30, 2018. Other pension-related
amounts reported as deferred outflows of resources and deferred inflows of resources will be
recognized in pension expense as follows:

Year ending September 30, FRS HIS
2019 S 82,681 S (11,185}
2020 55,121 (11,026)
2021 8,480 (7,830)
2022 36,041 (1,758)
2023 25,440 10,866
Thereafter 4,240 4,954
Total S 212,003 S (15,979)
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

E. RETIREMENT PLAN (Continued)

Actuarial Assumptions

The total pension liability for each of the defined benefit plans was measured as of June 30, 2018.
The total pension liability for the FRS Pension Plan was determined by an actuarial valuation dated
July 1, 2018. For the HIS Program, the total pension liability was determined by an actuarial

valuation dated July 1, 2018. The individual entry age normal actuarial cost method was used for
each plan, along with the following significant actuarial assumptions:

FRS HIS
Inflation 2.60% 2.60%
Salary increases 3.25% 3.25%
Investment rate of return 7.00% N/A
Discount rate 7.00% 3.87%

Mortality assumptions for both plans were based on the Generational RP-2000 with Projection
Scale BB.

For both plans, the actuarial assumptions were based on the results of an actuarial experience
study for the period July 1, 2008, through June 30, 2013.

The following changes in key actuarial assumptions occurred in 2018;

FRS: The long-term expected rate of return and the discount rate used to determine the
total pension liability decreased from 7.10% to 7.00%.

HIS: The municipal bond index rate and the discount rate used to determine the total
pension liability increased from 3.58% to 3.87%.

The long-term expected investment rate of return was not based on historical returns, but instead
was based on a forward-looking capital market economic model. Each asset class assumption is
based on a consistent set of underlying assumptions, and includes an adjustment for the inflation
assumption. For the FRS Pension Plan, the table below summarizes the consulting actuary’s
assumptions based on the long-term target asset allocation.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

E. RETIREMENT PLAN (Continued)

Target Annual Arithmetic Compound Annual
Asset Class Allocation Return (Geometric) Return
Cash 1% 2.9% 2.9%
Fixed income 18% 4.4% 4.3%
Global equity 54% 7.6% 6.3%
Real estate 11% 6.6% 6.0%
Private equity 10% 10.7% 7.8%
Strategic investments 6% 6.0% 5.7%
Total 100%

Discount Rate

The discount rate used to measure the total pension liability for the FRS Pension Plan was 7.10%.
FRS’ fiduciary net position was projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the discount rate for calculating the
total pension liability is equal to the long-term expected rate of return.

Because the HIS Program is essentially funded on a pay-as-you-go basis, a municipal bond rate of
3.87% was used to determine the total pension liability for the program. The Bond Buyer General
Obligation Bond 20-Bond Municipal Bond Index was used as the applicable municipal bond index.

Sensitivity Analysis

The following tables demonstrate the sensitivity of the net pension liability to changes in the
discount rate. The sensitivity analysis shows the impact to the employer’s proportionate share of
the net pension liability if the discount rate was 1.00% higher or 1.00% lower than the current
discount rate.

FRS HIS
Current Current
1% Decrease Discount 1% Increase 1% Decrease Discount 1% Increase
(6.00%) Rate (7.00%) {8.00%) (2.87%) Rate (3.87%) (4.87%)
Employer's proportionate
share of the net pension
liability $1,322,396 5 724,584 S 228,066 $ 330,984 $ 290,607 $ 256,950

Pension Plans’ Fiduciary Net Position

Detailed information about the pension plans’ fiduciary net position is available in the State’s
separately issued financial reports.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)
E. RETIREMENT PLAN (Continued)

Defined Contribution Plan

Pursuant to Chapter 121, Florida Statutes, the Florida Legislature created the Florida Retirement
Investment Plan (“FRS Investment Plan”), a defined contribution pension plan qualified under
Section 401(a) of the Internal Revenue Code. The FRS Investment Plan is an alternative available to
members of the Florida Retirement System in lieu of the defined benefit plan. There is a uniform
contribution rate covering both the defined benefit and defined contribution plans, depending on
membership class. Required employer contributions made to the plan during the year ended
September 30, 2018, totaled $4,827.

F. POST-EMPLOYMENT BENEFIT OBLIGATIONS
Plan description

As a dependent District of Brevard County, Florida (the “County”), the District is a member of the
County’s benefit plan. The Brevard County Board of County Commissioners (the “Board”) administers
a single employer defined benefit healthcare plan (the “Plan”) that provides health care benefits
including medical coverage and prescription drug benefits to its employees and their eligible
dependents. Pursuant to Section 112.0801 Florida Statutes, the District is required to provide eligible
retirees (as defined in the County’s pension plan) the opportunity to participate in this Plan at the
same cost that is applicable to active employees.

Employees who are active participants in the Plan at the time of retirement and are either age 62 with
completion of six years of service or have 30 years of service are eligible to receive benefits. The
District’s portion of the Plan includes 14 inactive retirees a total of 19 active participants.

Benefit provisions can only be amended by the Board. On at least an annual basis, and prior to the
enroliment process, the Board approves the rates for the coming year for the retiree, employee and
County contributions. The Board or District does not issue stand-alone financial statements for this
Plan. All financial information related to the Plan is accounted for in the District’s basic financial
statements.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)
F. POST-EMPLOYMENT BENEFIT OBLIGATIONS (Continued)
Funding policy

The maximum employer contribution target is 56% of the annual premium cost of the Plan. The
annual premium costs are between $4,056 and $8,616 for retirees and spouses under age 65 and
between $1,872 and $6,312 for retirees and spouses over age 65. Employees hired prior to January 1,
2006 are eligible to receive 100% of the earned percentage of benefits for their lifetime upon
attainment of age 62 and completion of six years of service or upon completing 30 years of service, if
earlier. Employees hired on or after January 1, 2006 are eligible to receive a graduated earned
percentage of benefits upan retirement based on years of service.

For the year ended September 30, 2018, the portion of contribution attributed to the District is
$8,101, which includes both an estimate of the implied subsidy described above and the explicit

subsidy paid on behalf of eligible retirees.

Actuarial assumptions and other inputs

The total OPEB liability in the September 30, 2018 actuarial assumptions and other inputs, applied
to all periods included in the measurement, unless otherwise specified:

Inflation 1.50 percent

Salary increases 3.50 percent projected annual salary increase
Discount rate 4.24 percent investment rate of return
Healthcare cost trend rates 7.0 percent

Retirees' share of benefit-related costs 44 percent of annual premium cost

The discount rate was based on an index rate for 20-year municipal bond index published by The
Bond Buyer.

Mortality rates were based on the RPH-2014 Fully Generational Mortality adjusted to 2006
projected using Scale MP-2018.

The actuarial assumptions used in the September 30, 2018 valuation were based on the results of
an actuarial experience study for the October 1, 2018 valuatian data.

At September 30, 2018 the District reported a Net OPEB liability of $42,644. The GASB 75
information has been provided as of the September 30, 2018 measurement date.
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

F. POST-EMPLOYMENT BENEFIT OBLIGATIONS (Continued)

Increase( Decrease)
Total OPEB Plan Fiduciary Net OPEB

Liability Net Position Liability
(a) (b) (a) - (b)
Balance as of October 1, 2015 for FYE
2017 S 76,677 S - S 76,677
Changes for the year:
Service cost 7,250 - 7,250
Interest 2,636 - 2,636
Changes of assumptions (1,948) - (1,948)
Difference between expected and
actual experience . (33,870) - (33,870)
Changes in benefit terms - B -
Contributions - employer - - -
Net investment income - - -
Benefit payments (8,101) - (8,101)
Administrative expenses - - -
Net changes (34,033) - (34,033)
Balance as of October 1, 2018 for FYE
2018 S 42,644 S - S 42,644

The methods, assumptions, and participant data used are detailed in the actuarial valuation report
dated October 30, 2018. These calculations are based on the Entry Age Normal cost method
required by GASBC P52: Other Post-employment Benefits.

Sensitivity of the OPEB liability

The following table represents the District’s total OPEB liability calculated using the discount rate of
4.24%, as well as what the District’s total OPEB liability would be if it were calculated using a
discount rate that is one percentage point lower (3.24%) or one percentage point higher (5.24%)
than the current rate:

1% Decrease Discount Rate 1% Increase
(3.24%) (4.24%) (5.24%)
Total OPEB Liability S 45,331 S 42,644 S 40,201
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NOTE 2: DETAIL NOTES - ALL FUNDS AND ACCOUNT GROUPS (Continued)

F. POST-EMPLOYMENT BENEFIT OBLIGATIONS (Continued)

The following table represents the District’s total and net OPEB liability calculated using the health
care cost trend rate of 7.0%, as well as what the District’s net OPEB liability would be if it were

calculated using a health care cost trend rate that is one percentage point lower (6.0%) or one
percentage point higher (8.0%) than the current rate:

Healthcare Cost
1% Decrease Trend Rate 1% Increase

Total OPEB Liability S 39,935 S 42,644 S 45,650

OPEB expense and deferred outflows of resources and deferred inflows of resourced related to
OPEB

For the fiscal year ended September 30, 2018, the District recognized an OPEB expense of $22,618,
which is a credit due to the changes of assumptions caused by implementation of GASB No. 75. In
addition the District reported deferred outflows of resources and deferred inflows of resources
related to the OPEB plan from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between expected and actual experience S - S (9,683)
Change of assumptions ’ - (1,732)
Net difference between projected and actual earnings on

OPEB plan investments - -
District contributions subsequent to the measurement

date - -
Total S - $ (11,415)

The deferred outfiows of resources related to OPEB totals SO due to the District not having any
contributions subsequent to the measurement date, since the measurement date and report date
are the same. Other amounts reported as deferred inflows of resources related to the OPEB plan
will be recognized in the expense as follows:

Year ending September 30,

2019 $ (1,427)
2020 (1,427)
2021 (1,427)
2022 (1,427)
2023 : (1,427)
Thereafter (4,281)
Total S (11,415)
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NOTE 3: RELATED PARTY TRANSACTIONS

Due to the District’s structure and the nature in which Board Members are appointed, the County is
considered a related party to the District. During the year ended September 30, 2018, the District paid
tax assessment and collection fees to the County of $42,112.

NOTE 4: RISK MANAGEMENT

The District is exposed to various risks of loss including, but not limited to theft, natural disasters,
damage to or destruction of assets, equipment, and monetary assets as well as liability for personal
injury, property damage and consequence of public officials. In order to limit this exposure, the
District purchases insurance related to property and inland marine coverage, general liability, public
officials and employment practices liability, automobile, crime, workers’ compensation, pollution
liability and common declaration and endorsements to cover heavy equipment. Settled claims have
not exceeded the coverage in any of the past three fiscal years and there has not been a reduction in
coverage levels for the fiscal year ended September 30, 2018,

NOTE 5: FUTURE ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board has issued statements that will become effective in
2019. The statements address:

* Asset retirement obligations; and
« Disclosures related to debt.

The District is currently evaluating the effects that these statements will have on its 2019 financial
statements.

NOTE 6: CHANGE IN ACCOUNTING PRINCIPLE

In fiscal year 2018, the District implemented GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions. The statement required the
restatement of the September 30, 2017 net position in the enterprise fund to record the difference
in the OPEB liability under the new standard. This change is in accordance with generally accepted
accounting principles.

Enterprise Fund
Net position, September 30, 2017, as previously reported  $ 2,809,972
OPEB Liability Adjustment 25,147
Net position, September 30, 2017, restated S 2,835,119
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NOTE 7: SUBSEQUENT EVENT

The District entered into a 60 month operating lease for office equipment on October 10, 2018 for
$118 per month. See Note 2. C. for future payments schedule.
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Melbourne-Tillman Water Control District
Schedule of Proportionate Share of Net Pension Liability
Last Five Fiscal Years

Florida Retirement System (FRS)*

2018 2017 2016 2015 2014
District's proportion of the net pension liability 0.0024% 0.0024% 0.0027% 0.0025% 0.0026%
District's proportionate share of the net pension liability $ 724,584 $ 717,706 $ 684,373 $ 327,442 $ 156,994
District's covered-employee payrall $ 775,202 $ 639,294 $ 758,656 $769,218 S 767,263
District's proportionate share of the net pension liability as a percentage of its
covered-employee payroll 93.47% 112.27% 90.21% 42.57% 20.46%
Plan fiduciary net position as a percentage of the total pension liability 84.26% 83.89% 84.88% 92.00% 96.09%

Health Insurance Subsidy (HIS)*

2018 2017 2016 2015 2014
District's proportion of the net pension liability 0.0027% 0.0028% 0.0031% 0.0030% 0.0029%
District's proportionate share of the net pension liability $ 290,607 $ 297,028 $ 356,596 & 307,877 $ 266,699
District's covered-employee payroll $ 775,202 $ 639,294 $§ 758,656 $769,218 S 767,263
District's proportionate share of the net pension llability as a percentage of its
covered-employee payroll 37.49% 46.46% 47.00% 40.02% 34.76%
Plan fiduciary net position as a percentage of the total pension liability 2.15% 1.64% 0.97% 0.50% 0.99%

* The amounts presented for each fiscal year were determined as of 6/30.

Note 1: GASB 68 requires information for 10 years. However, until a full 10-year trend is compiled, the District is presenting information
for only the years for which information is available.

-41-



Florida Retirement System (FRS)

Melbourne-Tillman Water Contro! District
Schedule of Contributions
Last Five Fiscal Years

2018 2017 2016 2015 2014
Cantractually required contribution S 71,934 S 64,704 S 69,492 $§ 61,808 S 56,361
Contributions in relation to the contractually required contribution {71,994) {64,704) (69,492) {61,808) (56,361)
Contribution deficiency {excess) S - 8 - S5 - S - 5 -
District's covered-employee payroll 830,246 610,069 726,968 $769,218 & 767,263
Contributions as a percentage of covered-employee payroll 8.67% 10.61% 9.56% 8.04% 7.35%

Health Insurance Subsidy (HIS)

2018 2017 2016 2015 2014
Contractually required contribution $ 14,925 $ 14,523 $§ 15,432 $ 11,540 $ 9,771
Contributions in relation to the contractually required contribution (14,925) (14,523) (15,432) (11,540) (9,771)
Contribution deficiency (excess) $ - 5 - S ~ 3 - 5 =
District's covered-employee payroll 830,246 610,069 726,968 $ 769,218 & 767,263
Contributions as a percentage of covered-employee payroll 1.80% 2.38% 2.12% 1.50% 1.27%

Note 1: GASB 68 requires information far 10 years. However, until a full 20-year trend is compiled, the District is presenting information

for only the years for which information is available.
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Melbourne-Tillman Water Control District

Schedule of Changes in the District’s Total Other Postemployment Benefits
Liability and Related Ratios

2018
Service cost S 7,250
Interest 2,636
Changes of benefit term -
Difference between expected and actual experience (33,870)
Changes of assumptions or other inputs (1,948)
Benefit payments (8,101)
Net change in total OPEB liability (34,033)
Total OPEB liability - beginning 76,677
Total OPEB liability - ending 42,644
Covered-employee payroll S 926,931
Total OPEB liability as a percentage of
covered-employee payroll 4.60%

Note 1: One year of data is available for other post-
employment benefits in accordance with GASBC P52: Other
Post-employment Benefits.

-43-



THIS PAGE IS INTENTIONALLY LEFT BLANK.

44 -



ADDITIONAL ELEMENTS REQUIRED BY GOVERNMENT AUDITING
STANDARDS AND THE RULES OF THE AUDITOR GENERAL
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Melbourne-Tillman Water Control District

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
Melbourne-Tillman Water Control District as of and for the year ended September 30, 2018, and
the related notes to the financial statements, which collectively comprise Melbourne-Tillman Water
Control District’s basic financial statements, and have issued our report thereon dated February 19,
2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Melbourne-Tillman
Water Control District’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Melbourne-Tillman Water Control District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of Melbourne-Tillman Water Control District’s internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency,
or combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal contral 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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Compliance and Other Matters

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

Purpose of this Report

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

Cdaw, f?;??u .é-" Jow‘;mm)_, Lot.C

Melbourne, Florida
February 19, 2019
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INDEPENDENT AUDITORS’ MANAGEMENT LETTER

To the Board of Directors
Melbourne-THlman Water Control District

Report on the Financial Statements

We have audited the financial statements of the Melbourne-Tillman Water Control District as of and
for the fiscal year ended September 30, 2018, and have issued our report thereon dated February
19, 2019.

Auditor’s Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards and Independent Accountants’ Report on an
examination conducted in accordance with AICPA Professional Standards, AT-C Section 315,
regarding compliance requirements in accordance with Chapter 10.550, Rules of the Auditor
General. Disclosures in those reports, which are dated February 19, 2019, should be considered in
conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding financial audit report. There were no findings and recommendations made in the
preceding financial audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and tegal
authority for the primary government and each component unit of the reporting entity be disclosed
in this management letter, unless disclosed in the notes to the financial statements. The legal
authority of the Melbourne-Tillman Water Control District is disclosed in the footnotes. Melbourne-
Tillman Water Control District has no component units.
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH LOCAL GOVERNMENT
INVESTMENT POLICIES

To the Board of Directors
Melbourne-Tillman Water Control District

We have examined Melbourne-Tillman Water Control District’s compliance with the requirements
of Section 218.415, Florida Statutes, Local Government Investment Policies, during the year ended
September 30, 2018. Management of Melbourne-Tillman Water Control District is responsible for
Melbourne-Tillman Water Control District’s compliance with the specified requirements. Our
responsibility is to express an opinion on Melbourne-Tillman Water Control District’s compliance
with the specified requirements based on our examination.

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

Our examination does not provide a legal determination on Melbourne-Tillman Water Control
District’s compliance with specified requirements.

In our opinion, Melbourne-Tillman Water Control District complied, in all material respects, with the
requirements of Section 218.415, Florida Statutes, Local Government Investment Policies, for the
year ended September 30, 2018.

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

Cam, /?«,s?u £ Ingramo, Lt

Melbourne, Florida
February 19, 2019

51-



Financial Condition and Management

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

Pursuant to Sections 10.554(1)(i)5.c. and 10.556(8), Rules of the Auditor General, we applied

financial condition assessment procedures for the Melbourne-Tillman Water Control District. It is

management's responsibility to monitor the Melbourne-Tillman Water Control District’s financial

condition, and our financial condition assessment was based in part on representations made by
inagement and review of financial information provided by same.

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

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncomptiance
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
note any such findings.

Purpose of this Letter

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

Cdm.q /?b%lu ,5. Jnymm), L.

Melbourne, Florida
February 19, 2019



