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INDEPENDENT AUDITOR’S REPORT

The Chairman and Other Members
Titusville-Cocoa Airport Authority
Titusville, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the Titusville-Cocoa Airport
Authority (the Authority), a component unit of Brevard County, Florida, as of and for the years
ended September 30, 2018 and 2017, and the related notes to the financial statements, which
collectively comprise the Authority’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 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.

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.

535 DELANNCY AVENUE e POST OFFICE Box 129 e Co0coa, FLORIDA 32923-0129
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority as of September 30, 2018 and 2017, and the changes in
financial position and cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

As discussed in Note 1, the financial statements present only the Authority and are not intended
to present fairly the financial position of Brevard County, Florida, and the respective changes in
financial position and cash flows of its proprietary and similar trust fund types, 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 (Pages 4 through 8) and the required supplementary
information (Pages 31 through 33), be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying schedules of capital projects summary, budget
comparisons, and expenditures of federal awards and state financial assistance, as listed in the
table of contents, are presented for purposes of additional analysis and not a required part of the
basic financial statements.

The schedules of capital projects summary, budget comparison information, and expenditures of
federal awards and state financial assistance are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare
the basic {inancial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in ail
material respects in relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 21, 2019, on our consideration of the Authority’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Authority’s internal control over financial reporting and
compliance.

DM; A skt

Davies, Houser & Secrest, CPA, P.A.
Cocoa, Florida
February 21, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Titusville-Cocoa Airport Authority’s (the Authority) annual financial report
presents our discussion and analysis of the Authority’s financial performance during the year
ended September 30, 2018. Please read it in conjunction with the Authority’s financial
statements, which follows this section.

FINANCIAL HIGHLIGHTS (all dollar values rounded)

» The Authority’s net position decreased $528,000 or 1%.

* Operating revenues increased $164,000 or 7%, and operating expenses
increased $133,000 or 3%. Operating expenses exceeded revenues by
$1,350,000, compared to $1,381,000 in the prior year.

* Nonoperating expenses increased $1,000, primarily due to a change in interest
rates.

e Capital contributions from federal, state, and other third parties totaled
$890,000, compared to $156,000 in the prior year.

OYERVIEW OF THE FINANCIAL STATEMENTS

This annual financial report consists of three parts: management’s discussion and analysis (this
section); the financial statements and notes to the financial statements; and supplementary
mmformation. The notes to the financial statements explain some of the information in the
financial statements and provide more detailed data. The financial statements are followed by
required and other supplementary information that further explains and supports the information
in the financial statements.

The financial statements include information about the Authority using accounting methods
similar to those used by private sector companies. The statements of net position include all of
the Authority’s assets, deferred outflows, liabilities, and deferred inflows. All of the current
year’s revenues and expenses are accounted for in the statements of revenues, expenses, and
changes in net position, regardless of when cash is received or paid (accrual method of
accounting). These two statements report the Authority’s net position and how it has changed.
Net position is the difference between the Authority’s assets and deferred outflows, and
Habilities and deferred inflows, and is one way to measure the Authority’s financial health or
position.

Over time, increases or decreases in the Authority’s net position is an indicator of whether its
financial position is improving or deteriorating, respectively. To assess the overall financial
position of the Authority, one must consider additional nonfinancial factors, such as the
condition of the Authority’s significant assets such as runways and buildings.



FINANCIAL ANALYSIS

A. Net Position

The Authority’s net position decreased $528,000 or 1%. In comparison, last year’s net position
decreased $1,292,000 or 2%. The following table summarizes these results.

Table A-1
Net Position
2018 2017 Change

Current and other assets $ 2,678,573 $ 2,232,770 19.97 %
Net capital assets 57,610,612 58.552.297 (1.61)%
Total assets 60.289.185 60,785,067 (0.82)%
Deferred outflows of resources 505,922 575,504 (12.15)%
Current liabilities 564,582 539,468 4.66 %
Noncurrent liabilities 2,740,193 2,950,524 (7.13)%
Total liabilities 3.304.775 3.489.991 (5.31)%
Deferred inflows of resources 211.236 63.480 232.76%
Net position:
Invested in capital assets,

net of related debt 55,988,545 56,817,632 (1.46)%
Unrestricted 1.260.551 989.868 30.38%
Total net position $ 57,279,096 $ 57,807,500 (0.91)%0

B. Changes in Net Position

Operating revenues increased $164,000 or 7%, and operating expenses increased $133,000 or
3%. Operating expenses exceeded revenues by $1,350,000 compared to $1,381,000 in the prior
year. Nonoperating expenses increased $1,000, primarily due to a change in the interest rate on
long-term debt, as explained in note 3. Contributions from federal, state, and other third parties
totaled $890,000, compared to $156,000 in the prior year. The increase is a result of completion
of major development projects during fiscal year September 30, 2018. The following table
summarizes these results.



FINANCIAL ANALYSIS (continued)

Table A-2
Changes in Net Position
2018 017 Change
Operating revenues:

T-hangars $ 1,039,702 $ 996,169 4.37 %

Fixed base operations 468,303 453,660 3.23 %

Other sales, houses, and

mini warehouses 1,033,143 1,025,478 0.75 %

Other revenues 122.900 25.041 390.80 %

Total operating revenues 2,664,048 2,500,348 6.55 %
Operating expenses:

Wages and benefits 1,208,437 1,234,195 (2.09)%

Repairs, maintenance, and

other services 712,251 638,150 11.61 %

Materials and supplies 69,331 53,265 30.16 %

Depreciation 2.023.963 1.955.671 3.49%

Total operating expenses 4,013,982 3.881.303 342 %
Operating loss (1,349.934) (1,380,933) (2.24)%
Nonoperating revenues (expenses):

Interest income 73 67 8.96 %

Note interest (68.157) (67.130) 153 %

Excess nonoperating revenues

(expenses) (68.084) (67.063) 1.52%
Loss before contributions (1,418,018) (1,447.996) (2.07%
Capital contributions:

Other governmental 889,615 155,695 47138%
Changes in net position (528,403) (1,292,301) (59.11)%
Total net position, at beginning of year 57.807.499 59,099,800 (2.19%
Total net position, at end of year $ 57.279.096 $ 57,807,499 (0.91)%



FINANCIAL ANALYSIS (continued)

C. Budgetary Highlights

Actual revenues were more than budgeted amounts by $106,000, primarily due to miscellaneous
revenue being more than expected.

The following expenditure categories were significantly under budget:

Wages and benefits $34,000
Insurance expense $25,000
Communications and utilities $27,000
Professional services $12,000
Advertising and marketing $22,000
Travel and training $23,000
Materials and supplies $14,000
Contingency expense $64,000
Equipment purchases $101,000

There were no expenditure categories that were significantly over budget. Overall, expenditures
were under budget by $346,000

CAPITAL ASSETS AND DEBT ADMINISTRATION

A. Capital Assets
The following is a summary of major capital asset additions for 2018.

Major completed projects that were capitalized:

Merritt [sland:
RSA Construction $ 4619731
Table A-3 sumnmarizes changes in capital assets.
Table A-3
Capital Assets
{(Net of Depreciation)
2018 2017 Change
Land and improvements $ 15,583,378 $ 15,630,823 <(0.01)Y%
Building and improvements 16,377,309 17,133,132 (4.41)%
Runways and lighting 23,591,482 19,632,981 20.16 %
Furniture, fixtures, and equipment 89,856 134,920 (33.40)%
Vehicles 253,320 369,682 (31,48)%
Construction-in-progress 1.715.267 5,650,759 (69.65)%
Total $ 57,610,612 $ 58,552,297 (1.61)%



CAPITAL ASSETS AND DEBT ADMINISTRATION (continued)

B. Long-term Debt

At year end, the Authority had $1,622,000 in notes outstanding, a decrease of $113,000 over the
prior year. The Authority incurred no new debt during the year ended September 30, 2018.

More detailed information about the Authority’s capital assets and long-term liabilities is
presented in the financial statements under Notes 2 and 3, respectively.

ECONOMIC FACTORS AND NEXT YEAR'’S BUDGET

During the year ended September 30, 2018, the Authority completed the Runway End Identifier
Lights Replacement and Runway Safety Area Construction projects at Space Coast Regional
Airport and Merritt Island Airport, respectively. These projects were completed with assistance
from the Federal Aviation Authority (FAA) and the Florida Department of Transportation
(FDOT). For fiscal year ending September 30, 2019, the Authority will complete the Airfield
Lighting project and the Building 26 (Ilangar 52) Demolition project at Space Coast Regional
Airport, the Port-O-Port (Box Hangar) project, the mitigation and monitoring portion of the
Runway Safety Area Construction project and the PAPI’s project at Merritt Island Airport, and
the Airfield Markings project and the PAPI’s project at Arthur Dunn Airport.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This annual financial report is designed to provide citizens, taxpayers, customers, and creditors
with a general overview of the Authority’s finances and to demonstrate the Authority’s
accountability for the money it receives. If you have questions about this report, or need
additional financial information, contact the Authority’s office at (321) 267-8780, or write them
at 355 Golden Knights Boulevard, Titusville, Florida 32780.
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TITUSVILLE-COCOA AIRPORT AUTHORITY

STATEMENTS OF NET POSITION
September 30, 2018 and 2017

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable
Due from other governments - current portion
Prepaid expenses

Total current assets

Property and equipment:
Land
Land improvements
Buildings and improvements
Runways and lighting
Furniture, fixtures, and equipment
Vehicles
Construction-in-progress

Less accumulated depreciation
Net property and equipment

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Unamortized pension costs and
subsequent contributions

$

2018

1,899,989
210,526
568,058

0

2,678,573

14,493,599
1,614,241
27,244,834
36,751,532
2,577,350
1,232,253

1,715,267

85,629,076

28,018,464
57,610,612

60,289,185

505,922

$

201

1,450,525
43,753
584,454

154,038

2,232,770

14,493,599
1,614,241
27,244,834
31,805,884
2,577,350
1,160,131

5,650,759

84,546,798

25,994,501
58,552,297

60,785,067

375,904

The notes to the financial statements are an integral part of these financial statements.
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LIABILITIES

Current liabilities (payable from current assets):
Accounts payable
Contracts payable
Accrued expenses and other liabilities
Refundable deposits
Long-term notes due within one year

Total current liabilities (payable from
current assets)

Noncurrent liabilities:
Flagler Development Company note
Notes payable to banks
Net pension liability
Post-employment benefit obligations

Total noncurrent habilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of pension earnings
Deferred inflows of other postemployement
benefits earnings

Total deferred inflows of resources

NET POSITION

Net investment in capital assets
Unrestricted

Total net position

)
=
[t
=]

13,071
53,467
162,544
231,683

103,817

564,582

0
1,518,250
1,170,253

51,690
2,740,193

3,304,775

146260

64,976

211,236

55,988,545
1,290,551

$ 57,279,006

[\
o
—
~J

|

$ 12,906

175,485
233,132
117,945

539,468

0
1,616,720
1,221,971

111,833
2,950,524

3,489,992

63,480

63,480

56,817,632
989,867

$ 57,807,499

The notes to the financial statements are an integral part of these financial statements,
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TITUSVILLE-COCOA AIRPORT AUTHORITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the years ended September 30, 2018 and 2017

Operating revenues:
T-hangars
Fixed base operations
Other sales, houses, and mini warehouses
Other revenue

Total operating revenues

Operating expenses:
Wages and benefits
Repairs, maintenance, and other services
Materials and supplies
Depreciation

Total operating expenses
Operating loss

Nonoperating revenues {expenses):
Interest income
Note interest expense

Excess nonoperating revenues (expenses)

Loss before contributions
Capital contributions:
Other governmental

Changes in net position
Net position, at beginning of year

Net position, at end of year

$

$ 57,279,006

018

1,035,702
468,303
1,033,143

122,900

2,664,048

1,208,437
712,251
69,331

2,023,963
4,013,982
(1,349,934)

73

(68,157)

(68,084)

(1,418,018)

889,615

(528,403)

57,807,499

2017

996,169
453,660
1,025,478

25,041

2,500,348

1,234,195
638,150
53,265

1,955,671
3,881,281

(1,380,933)

67

(67,130)
(67,063)

(1,447,996)

155,695

(1,292,301)

59,099,800
$ 57,807,499

The notes to the financial statements are an integral part of these financial statements.
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TITUSVILLE-COCOA AIRPORT AUTHORITY

STATEMENTS OF CASH FLOWS
For the years ended September 30, 2018 and 2017

Cash flows from operating activities;
Cash received from tenants
Cash received from other sources
Cash paid to employees for services
Cash paid to suppliers for goods and services

Net cash flows provided by operating activities

Cash flows from capital and related financing activities:

Cash received from capital and reimbursable grants
Cash paid for acquisition and construction
of capital assets
Cash paid for principal on notes
Cash paid for interest on notes

Net cash flows used by capital and related
{inancing activities

Cash flows from investing activities:
Cash received for interest income

Net change in cash
Cash and cash equivalents, at beginning of year

Cash and cash equivalents, at end of year

2018

$ 2,388,383
100,635
(1,108,527)

(627,544)

752,947

906,011

(1,028,812)
(112,598)

(68.157)

(303,556)

73
449,464

1,450,525
$ 1,899,989

2017

$ 2,489,805
0
(1,139,323)
(709,772)

640,710

289,753

(252,784)
(116,781)
(67,130)

(146,942)

67

493,835
956,690

§_1,450,525_

The notes to the fianancial statements are an integral part of these financial statements.
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2018

Current Restricted
Assets Assets Total
Reconeiliation of cash per statements
of cash flows to the statements
of net position:
Cash and cash equivalents,
at beginning of year $ 1,450,525 $ 0 $ 1,450,525
Net increase 449 464 0 449,464
Cash and cash equivalents, :
at end of year $ 1,899,989 $ 0 § 1,899,989
2018 2017
Reconciliation of operating loss to net
cash provided by operating activities:
Cash flows from operating activities:
Operating loss $ (1,349,934) $ (1,380,933)
Adjustments to reconcile operating loss
to net cash provided by operating
activities:
Depreciation 2,023,963 1,955,671
(Increase) decrease in accounts receivable (166,773) (24,4598)
Decrease (increase) in prepaid expenses 154,038 (5,379)
Increase (decrease) in accounts payable 165 (12,717)
Decrease (increase) in accrued expenses,
other liabilities, and deposits (14,389) 6,649
Decrease in pension and post-
employment benefit obligations 105,877 101,917
Total adjustments 2,102,881 2,021,643
Net cash provided by operating activities $ 752,947 $ 640,710

The notes to the financial statements are an integral part of these financial statements.

-13-



TITUSVILLE-COCOA AIRPORT AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
As of and for the years ended September 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Titusville-Cocoa Airport Authority (the Authority) operates and maintains three general
aviation airports within the Titusville-Cocoa Airport District {the District), Brevard County,
Florida. The three airports served by the District are Space Coast Regional Airport, Arthur Dunn
Airpark, and Merritt Island Airport. The District is bound on the north and west by the Brevard
County line, the east by the Atlantic Ocean, and on the south by the Township 25 line, which is
approximately three and three-quarter miles north of the Pineda Causeway. The Authority and
the District were created under the Titusville-Cocoa Airport District Act of 1963, Chapter 63-
1143, Laws of Florida, Special Acts of 1963 (the Act). The Authority consists of two mermbers
appointed by each of the respective county commissioners of Districts 2 and 4, one member
appointed by the District 1 county commissioner, one member appointed by the City of
Titusville, and one member-at-large appointed by the Brevard County Board of County
Commissioners (the Board), for a total of seven members. The Authority does not exercise
control over other government agencies or authorities. As defined under Chapter 189.403,
Florida Statutes, the Authority is a dependent, special district of Brevard County, Florida.

B. Measurement Focus and Basis of Accounting

The accounting policies of the Authority conform to accounting principles generally accepted in
the United States of America applicable to state and local governmental agencies and, as such,
the Authority is accounted for as a proprietary fund. The basic financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Under
this method, revenues are recognized when they are earned and expenses are recognized when
incurred. Interest on revenue bonds, proceeds of which are used in financing the construction of
assets, 1s capitalized during the construction period, net of interest on the investment of
unexpended bond proceeds. The Authority applies all applicable Financial Accounting
Standards Board (FASB) pronouncements, including those issued after November 30, 1989,
unless those pronouncements conflict or contradict the Governmental Accounting Standards
Board (GASB) pronouncements.

C. Budgetary Accounting

The Authority employs formal budgetary accounting as a management control. An annual
operating budget, prepared on the accrual basis, is adopted each year through the passage of an
annual budget resolution and amended as required. All unexpended budget appropriations,
except project budgets, lapse at the end of each year, The Authority budgets no material excess
of expenses over revenues. However, budget to actual comparisons may reflect individual line
item excesses.

D. Cash and Cash Equivalents

The Authority considers all highly liquid investments with an original maturity of three months
or less when purchased, to be cash and cash equivalents.

-14-



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

As of September 30, 2018, the carrying amount of the Authority and its subsidiaries’ bank
deposits was $1,899,989 and the bank balance was $1,918,404. These bank balances were only
held in firancial institutions designated as qualified public depositories by the Chief Financial
Officer of the State of Florida and were required to be collateralized by qualifying investments
held in the pledging bank’s trust department by a third-party trustee.

E. Receivables

Receivables are reported at their gross value and are reduced by the estimated portion that is
expected to be uncollectible. There were no amounts recorded as an allowance for doubtful
accounts as of September 30, 2018 and 2017.

F. Property and Equipment

Property and equipment are stated at cost or, if contributed, estimated fair values at the date of
contribution. Capital additions and the cost of improvements and replacements, which extend
the useful lives of the assets, are capitalized if their value is $750 or greater. Other recurring
costs for maintenance and repairs are charged to operations when incurred. Depreciation is
provided on the straight-line method over the estimated useful lives of depreciable assets as
follows:

Buildings and improvements 5 - 39 years
Runways, lighting, and ramps 7 - 33 years
Equipment 3 - 10 years

Operating expenses include depreciation on all property and equipment.
G. Restricted Assets

The Authority occasionally will set aside certain assets for purposes such as debt services and
renewal and replacement. Assets so designated are identified as restricted assets on the statement
of net position

H. Deferred Qutflows of Resources

In addition to assets, the statements of net position reports a separate section of deferred outflows
of resources. This separate financial statement element represents a consumption of net position
that applies to a future period and will not be recognized as an expense until then. The Authority
currently has pension related deferred outflows that meet this criteria. The pension related
deferred outflows include two components. The first component is the difference between
pension experiences and actuarial assumptions. These differences will be charged to pension
expense over the actuarial assumption’s timeline. The second component is contributions made
by the Authority after the measurement date. These contributions will be part of the pension
expense in the following year.

I Deferred Inflows of Resources

In addition to liabilities, the statements of net position reports a separate section for deferred
inflows of resources. This separate financial statement element represents a receipt of net
position that applies to a future period and will not be recognized as revenue until then. The
Authority currently has a deferred inflow of pension and other postemployment benefits (OPEB)
earnings that meets this criteria. Deferred inflows of pension and OPEB earnings represent
differences between actual pension OPEB experiences and actuarial assumptions. These will be
recognized as a reduction of pension and OPEB expenses over the actuarial assumption’s
timeline.

-15-



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

J Net Posirion

Net position 1s the difference between assets plus deferred outflows and liabilities plus deferred
inflows. Net position invested in capital assets is capital assets less accumulated depreciation
and any outstanding debt related to the acquisition, construction, or improvement of those assets.
Net position is reported as restricted when legal limitations are imposed on their use by other
governments, creditors, or grantors.

K. Capital Grants and Contributions

Government grants for maintenance, acquisition, or construction of airport facilities are recorded
as receivables and capital contributions at the time reimbursable project costs are incurred.
Grants received in advance of incurring eligible costs are deferred. Property and equipment
acquired by contributions are recorded as assets and nonoperating revenues at fair market value
as of the date received.

L. Property Taxes

Property taxes, if levied, are levied on property values as of January 1. Property taxes are due
and payable as of November 1, and become delinquent on April 1. A tax certificate sale is held
at the end of May on all delinquent real estate taxes, and a lien is placed on the property (refer to
Note 10).

Ad valorem taxes levied by the Board of County Commissioners, for county-wide public
services, against real and tangible personal property, are limited by State Statutes to 10 mills on
the dollar of the assessed value unless any excess is approved by referendum of the voters. In
addition, the County may levy up to 10 mills for municipal-type services within the district.

M. Revenue Classifications

Revenues are recognized when earned. The Authority classifies revenues as operating and non-
operating based on the following criteria:

e Operating revenues are from the revenue sources that constitute the principal
ongoing activities of the Authority’s operations. The major components of the
Authority’s operating revenue sources consist of T-hanger rentals, fixed base
operations and other sales, and mini warehouses.

e Nonoperating revenues and expenses are from revenue sources related to other
activities, which do not constitute the principal ongoing activities of the
Authority’s operations. The major components of the nonoperating revenue and
expense sources are capital contributions, interest income, interest expense, debt
issue costs, and gain or loss on disposal of assets.

N. Operating Leases

Leases involving buildings and other airport facilities are accounted for as operating leases,
which recognizes rental income over the term of the leases.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

0. Compensated Absences

Employees of the Authority are permitted to accumulate unused vacation and sick leave benefits
for use in future years. Accumulated, unused benefits are recorded as an accrued liability at year
end. Unused benefits accumulated by employees amounted to $110,099 and $102,529, at
September 30, 2018 and 2017, respectively.

P. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amourts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Accordingly, actual results could differ from those estimates.

NOTE 2 - CAPITAL ASSETS

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

Cost
Land Buildings Runways Furniture, Construction-
and and and Fixtures, and in-
Improvements Improvements Lighting Equipment Vehicles DEOgIess

Balance, at beginning of year $ 16,107,840 § 27,244,834 § 31,805,884 § 2,577,350 § 1,160,131 § 5,650,759
Additions 0 0 4,945,648 0 72,122 973,210
Transfers and adjustments 0 0 0 0 0 (4,508,702)
Balance, at end of year $ 16107840 $ 27244834 § 36,751,532 § 2577350 § 1232253 § 1715267

Accurnulated Depreciation

Land Buildings Runways Furniture, Construction-
and and and Fixtures, and in-
Improvements Improvements Lighting Equipment Vehicles pIogress
Balance, at beginning of year § 477,017 § 10,111,702 § 12,172,903 § 2442430 § 790,449 § 0
Additions 47,445 755,823 987,147 45,063 188,485 0
Transfers and adjustments 0 0 0 0 0 0
Balance, at end of year $ 524,462 % 10,867,525 § 13,160,050 § 24874931 § 978,934 % 0

Depreciation expense for the years ended September 30, 2018 and 2017, was $2,023,963 and
$1,955,671, respectively.
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NOTE 3 - LONG-TERM DEBT

A. Flagler Development Company Note

In June 2003, the Authority entered info a note payable with Flagler Development Company as
part of a land swap transaction. The swapped land is located at Space Coast Regional Airport.
The note is payable, in equal monthly payments, over 15 years with a 2.5% rate of interest, The
note is collateralized by the swapped property received by the Authority. As of May 2018, the
note has been fully paid off.

B.  SunTrust Banks, Inc., Note, Series 2015

In February 2015, the Authority entered into a note payable with SunTrust Banks, Inc. for the
amount of $2,000,000 at an interest rate, of 3.69% multiplied by one minus one times the highest
corporate income tax rate divided by 0.65, payable in equal installments over 15 years. The
authority used $826,426 to pay off an outstanding Wells Fargo note and to pay for the cost of
issuance. The balance of the note is to be used on the Authority’s capital projects. The
Authority has pledged all of its operating revenues as security for the note. The terms of the note
include a penalty for prepayment. In January 2018, due to a reduction of the maximum corporate
income tax rate, the Authority was notified by SunTrust Banks, Inc. that an increase in the
interest rate, from 3.69% to 4.485%, would be effective for the note payable as of January 1,
2018.

Long-term liability activity for the year ended September 30, 2018, was as follows:

Beginning Ending Pue Within
Balance Additions Reductions Balance One Year

Notes payable:
Flagler Development Company Note 3 6253 § 0 % 6,253 % 0§ 0
SunTrust Banks, Inc., Note, Series 2015 1,728,412 0 106,345 1,622,067 103,817
Total notes payable 1,734,665 0 112,598 1,622,067 103,817
Compensated absences 102,529 85,348 77,778 110,099 110,099
Totat long-term liability activity $ 1,837,194 § 85348 § 190,376 % 1,732,166 % 213,916

SUNTRUSTS BANEK, INC., NOTE, SERIES 2015

Principal

Total Outstanding
Fiscal Interest Principal After

Year Rate Principal Interest and Interest Payment
2019 4.485% 103,817 70,629 174,446 $1,518,250
2020 4.485% 108,569 65,876 174,445 $1,409,681
2021 4.485% 113,540 60,906 174,446 $1,296,141
2022 4.485% 118,738 55,708 174,446 $1,177,403
2023 4.485% 124,174 50,272 174,446 $1,053,229
2024-2028 4.485% 711,526 160,700 872,226 $341,703
2029-2030 4.485% 341,703 14,842 356,545 %0

$ _ 1,622,067 $ _478,933 3 2,101,000
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NOTE 4 - LEASING ARRANGEMENTS

The Authority leases facilities at its three airport locations to fixed base operators and other
tenants. Buildings and service areas, both leased and available for lease, have a cost of
approximately $27,245,000, and related accumulated depreciation of approximately
$10,868,000, at September 30, 2018. Minimumn future rentals on noncancelable operating leases,
as of September 30, 2018, are approximately $1,093,000, annually, for the next five years.

NOTE S - CONCENTRATIONS OF CREDIT RISK

As of September 30, 2018 and 2017, net accounts receivable from fixed based operators and
other tenants totaled $210,526 and $43,753, respectively. At September 30, 2018, approximately
91% of the Authority’s accounts receivable were concentrated with two tenants.

NOTE 6 - PENSION PLAN

Florida Retirement System

General Information - All of the Authority’s employees participate in the Florida Retirement
System (FRS). As provided by Chapters 121 and 112, Florida Statutes, the FRS provides two
cost-sharing, multiple-employer defined benefit plans administered by the Florida Department of
Management Services, Division of Retirement, including the FRS Pension Plan (Pension Plan)
and the Retiree Health Insurance Subsidy (HIS Plan). Under Section 121.4501, Florida Statutes,
the FRS also provides a defined contribution plan (Investment Plan) alternative to the Pension
Plan, which is administered by the State Board of Administration (SBA). As a general rule,
membership in the FRS is compulsory for all employees working in a regularly established
position for a state agency, county government, district school board, state university,
community college, or a participating city or special district within the State of Florida. The FRS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits
to plan members and beneficiaries. Benefits are established by Chapter 121, Florida Statutes,
and Chapter 603, Florida Administrative Code. Amendments to the law can be made only by an
act of the Florida State Legislature.

The State of Florida annually issues a publicly available financial report that includes financial
statements and required supplementary information for the FRS. The latest available report may
be obtained by writing to the State of Florida Division of Retirement, Department of
Management Services, P.O. Box 9000, Tallahassee, Florida 32315-9000, or from the website:
www.dms.myflorida.com/workforce_operations/retirement/publications.

For the fiscal years ended September 30, 2018 and 2017, the Authority’s combined expenses
totaled $204,798 and $214,050, for the Pension Plan and HIS plans, respectively.
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NOTE 6 - PENSION PLAN (continued)

Pension Plan

Plan Description - The Pension Plan is a cost-sharing, multiple-employer defined benefit pension
plan, with a Deferred Retirement Option Program (DROP) for eligible employees.

Benefits Provided - Benefits under the Pension Plan are computed on the basis of age, average
final compensation, and service credit. For Pension Plan members enrolled before July 1, 2011,
regular class members who retire at or after age 62 with at least six years of credited service or
30 years of service regardless of age are entitled to a retirement benefit payable monthly for life,
equal to 1.6% of their final average compensation based on the five highest years of salary, for
each year of credited service. Vested members with less than 30 years of service may retire
before age 62 and receive reduced retirement benefits. Special risk administrative support class
members who retire at or after age 55 with at least six years of credited service or 25 years of
service regardless of age are entitled to a retirement benefit payable monthly for life, equal to
1.6% of their final average compensation based on the five highest years of salary, for each year
of credited service. Special risk class members (sworn law enforcement officers, firefighters, and
correctional officers) who retire at or after age 55 with at least six years of credited service or
with 25 years of service regardless of age are entitled to a retirement benefit payable monthly for
life, equal to 3.0% of their final average compensation based on the five highest years of salary
for each year of credited service. Senior management service class members who retire at or after
age 62 with at least six years of credited service or 30 years of service regardless of age are
entitled to a retirement benefit payable monthly for life, equal to 2.0% of their final average
compensation based on the five highest years of salary for each year of credited service. Elected
officers’ class members who retire at or after age 62 with at least six years of credited service or
30 years of service regardless of age are entitled to a retirement benefit payable monthly for life,
equal to 3.0% (3.33% for judges and justices) of their final average compensation based on the
five highest years of salary for each year of credited service,

For plan members enrolled on or after July 1, 2011, the vesting requirement is extended to eight
years of credited service for all these members and increasing normal retirement to age 65 or 33
years of service regardless of age for regular, senior management service, and elected officers’
class members, and to age 60 or 30 years of service regardless of age for special risk and special
risk administrative support class members. Also, the final average compensation for all these
members will be based on the eight highest years of salary.

As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the
Pension Plan before July 1, 2011, and all service credit was accrued before July 1, 2011, the
annual cost-of-living adjustment is 3% per year. If the member is initially enrolled before July 1,
2011, and has service credit on or after July 1, 2011, there is an individually calculated cost-of-
living adjustment. The annual cost-of-living adjustment is a proportion of 3% determined by
dividing the sum of the pre-July 2011 service credit by the total service credit at retirement
multiplied by 3%. Plan members initially enrolled on or after July 1, 2011, will not have a cost-
of-living adjustment after retirement.

In addition to the above benefits, the DROP program allows eligible members to defer receipt of
monthly retirement benefit payments while continuing employment with a FRS employer for a
period not to exceed 60 months after electing to participate. Deferred monthly benefits are held
in the FRS Trust Fund and accrue interest. There are no required contributions by DROP
participants.
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NOTE 6 - PENSION PLAN (continued)

Contributions - Effective July 1, 2011, all enrolled members of the FRS, other than DROP
participants, are required to contribute 3% percent of their salary to the FRS. In addition to
member contributions, governmental employers are required to make contributions to the FRS
based on state-wide contribution rates established by the Florida Legislature. These rates are
updated annually as of July 1. The employer contribution rates, by job class, for the periods
from October 1, 2017 through June 30, 2018, and from July 1, 2018 through
September 30, 2018, respectively, were as follows:

Regular 7.52% and 7.92%
Special risk administrative support 28.06% and 34.63%
Special risk 22.57% and 23.27%
Senior management service 21.77% and 22.71%
Elected officers 42.47% and 50.86%
DROP participants 13.05% and 13.32%

These employer contribution rates include 1.66% HIS Plan subsidy for the periods October 1,
2017 through June 30, 2018, and from July 1, 2018 through September 30, 2018.

The Authority’s contributions, including employee contributions, to the Pension Plan totaled
$87,407 for the fiscal year ended September 30, 2018.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions - At September 30, 2018, the Authority reported a liability of
$923,794 for its proportionate share of the Pension Plan’s net pension liability. The net pension
liability was measured as of June 30, 2018, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of July 1, 2018. The
Authority’s proportion of the net pension liability was based on the Authority’s contributions
received by FRS during the measurement period for employer payroll paid dates from
July 1, 2017 through June 30, 2018, relative to the total employer contributions received from all
participating employers. The Authority’s proportional share of the net pension liability was
based on the Authority’s 2017-18 fiscal year contributions relative to the 2016-2017 fiscal year
contributions of all participating members. At June 30, 2018, the Authority’s proportional share
was .003%, which is no change from its proportionate share measured as of June 30, 2017.

For the fiscal year ended September 30, 2018, the Authority recognized pension expense of
$185,898. In addition, the Authority reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Description Resources Resources
Differences between expected and
actual experience b 78,259 3 2,840
Change of assumptions 301,851 0
Net difference between projected and actual
earnings on pension plan investments 0 71,374
Changes in proportion and differences
between Authority pension plan contributions
and proportionate share of contributions 56,174 29,144
Authority pension plan contributions subsequent
to the measurement date 25,599 0
Total b 461,883 b 103,358
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NOTE 6 - PENSION PLAN (continued}

The deferred outflows of resources related to the Pension Plan, totaling $25,599 resulting from
Authority contributions to the Pension Plan subsequent to the measurement date, will be
recognized as a reduction of the net pension liability in the fiscal year ending September 30,
2019. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to the Pension Plan will be recognized in pension expense as follows:

Fiscal Year Ending

September 30 Amount
2019 $118,517

2020 $80,883

2021 $11,277

2022 $53,857

2023 $36,012
Thereafter $5,349

Actuarial Assumptions - The total pension liability in the June 30, 2018, actuarial valuation was
determined using the following actuarial assumption, applied to all periods included in the
measurement:

Inflation 2.60%
Salary increases 3.25% average, including inflation
Investment rate of return 7.0%, net of pension plan investment

expense, including inflation
7.10% in the July 1, 2017 valuation

Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. The
actuarial assumptions used in the July 1, 2018, valuation was based on the results of an actuarial
experience study for the period July 1, 2008 through June 30, 2013.

The long-term expected rate of return on Pension Plan investments was not based on historical
returns, but instead is based on a forward-looking capital market economic model. The
allocation policy’s description of each asset class was used to map the target allocation to the
asset classes shown below. Each asset class assumption is based on a consistent set of
underlying assumptions and includes an adjustment for the inflation assumption. The target
allocation and best estimates of arithmetic and geometric real rates of return for each major asset
class are summarized in the following table:

Compound
Annual Annual

Target Arithmetic {Geometric) Standard

Asset Class Allocation Return Refum Deviation

Cash 1.00% 2.90% 2.90% 1.80%

Fixed income 18.00% 4.40% 4.30% 4.00%

Global equity 54.00% 7.60% 6.30% 17.00%

Real estate 11.00% 6.60% 6.00% 11.30%

Private equity 10.00% 10.70% 7.80% 26.50%

Strategic investments 6.00% 6.00% 5.70% 8.60%
Total 100.00%

Assumed Inflation - Mean 2.60% 1.90%
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NOTE 6 - PENSION PLAN (continued)

Discount Rate - The discount rate used to measure the total pension liability was 7.0%. The
Pension Plan’s fiduciary net position was projected to be available to make all projected future
benefit payments of current active and inactive employees. Therefore, the discount rate for
calculating the total pension liability is equal to the long-term expected rate of return.

Sensitivity of the Authority’s Proportionate Share of the Net Position Liability to Changes in the
Discount Rate - The following represents the Authority’s proportionate share of the net pension
liability calculated using the discount rate of 7.0%, as well as what the Authority’s proportionate
share of the net pension liability would be if it were calculated using a discount rate that is one
percentage point lower (6.0%) or one percentage point higher (8.0%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.0)% (7.00% (8.00%
Authority’s proportionate share
of the net pension liability $1,704,107 $923,794 $293,897

Pension Plan Fiduciary Net Position - Detailed information regarding the Pension Plan’s
fiduciary net position is available in the separately issued FRS Pension Plan and Other State-
Administered Systems Comprehensive Annual Financial Report.

HIS Plan

Plan Description - The HIS Plan is a cost-sharing multiple-employer defined benefit pension
plan established under Section 112.363, Florida Statutes, and may be amended by the Florida
legislature at any time. The benefit is a monthly payment to assist retirees of State-administered
retirement systems in paying their health insurance costs and is administered by the Florida
Department of Management Services, Division of Retirement.

Benefits Provided - For the fiscal year ended September 30, 2018, eligible retirees and
beneficiaries received a monthly HIS payment of $5 for each year of creditable service
completed at the time of retirement, with a minimum HIS payment of $30 and a maximwm HIS
payment of $150 per month. To be eligible to receive these benefits, a retiree under a State-
administered retirement system must provide proof of health insurance coverage, which may
include Medicare.

Contributions - The HIS Plan is funded by required contributions from FRS participating
employers as set by the Florida Legislature. Employer contributions are a percentage of gross
compensation for all active FRS members. For the fiscal year ended September 30, 2018, the
HIS contribution was 1.66%. The Authority contributed 100% of its statutorily required
contributions for the current and preceding three years. HIS Plan contributions are deposited in
a separate trust fund from which payments are authorized. HIS Plan benefits are not guaranteed
and are subject to annual legislative appropriation. In the event legislative appropriation or
available funds fail to provide full subsidy benefits to all participants, benefits may be reduced
or cancelled.
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NOTE 6 - PENSION PLAN (continued)

The Authority’s contributions to the HIS Plan totaled $12,730 for the fiscal year ended
September 30, 2018.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions - At September 30, 2018, the Authority reported a liability of
$246,459 for its proportionate share of the HIS Plan’s net pension liability. The net pension
liability was measured as of June 30, 2018, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of July 1, 2018. The
Authority’s proportionate share of the net pension liability was based on the Authority’s
2017-18 fiscal year contributions relative to the 2016-17 fiscal year contributions of all
participating members. At June 30, 2018, the Authority’s proportionate share was .002%,
which is no change from its proportionate share measured as of June 30, 2017.

For the fiscal year ended September 30, 2018, the Authority recognized pension expense of
$18,900. In addition, the Authority reported deferred outflows of resources and deferred in
flows of resources related to pensions from the following sources:

Deferred Deferred
Qutflows of Inflows of
Descrintion Resources Resources
Differences between expected and
actual experience 3 3,804 3 422
Change of assumptions 27,632 26,269
Net difference between projected and actual
earnings on HIS Plan investments 150 0
Changes in proportion and differences
between Authority HIS Plan contributions
and proportionate share of contributions 8,879 16,211
Authority HIS Plan contributions subsequent
to the measurement date 3.574 0
Total i 44,039 3 42,902

The deferred outflows of resources related to the HIS Plan, totaling $3,574 resulting from
Authority contributions to the HIS Plan subsequent to the measurement date, will be recognized
as a reduction of the net pension liability in the fiscal year ending September 30, 2019. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to
the HIS Plan will be recogmized in pension expense as follows:

Fiscal Year Ending
September 30 Amount
2019 $ 3,418
2020 $ 3,405
2021 $ 2,385
2022 $ 536
2023 $(3,326)
Thereafter $(1,525)
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NOTE 6 - PENSION PLAN (continued)

Actuoarial Assumptions - The total pension Hability in the July 1, 2018, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 2.60 %
Salary increases 3.25 %, average, including inflation
Municipal bond rate 3.87 %

Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. The
actuarial assumptions used in the July 1, 2018, valuation was based on the results of an actuarial
experience study for the period July 1, 2008 through June 30, 2013.

Discount Rate - The discount rate used to measure the total pension liability was 3.87%. In
general, the discount rate for calculating the total pension liability is equal to the single rate
equivalent to discounting at the long-term expected rate of return for benefit payments prior to
.the projected depletion date. Because the HIS Plan benefit is essentially funded on a pay-as-you-
go basis, the depletion date is considered to be immediate, and the single equivalent discount
rate is equal to the municipal bond rate selected by the HIS Plan sponsor. The Bond Buyer
General Obligation 20-Bond Municipal Bond Index was adopted as the applicable municipal
bond index.

Sensitivity of the Authority’s Proportionate Share of the Net Position Liability to Changes in the
Discount Rate - The following represents the Authority’s proportionate share of the net pension
lability calculated using the discount rate of 3.87%, as well as what the Authority’s
proportionate share of the net pension liability would be if it were calculated using a discount
rate that is one percentage point lower (2.87%) or one percentage point higher (4.87%) than the
current rate:

Current
1% Decrease Discount Rate 1% Increase
(2.8Y% (3.87)% (4.8Y%
Authority’s proportionate share :
of the net pension liability $277,258 $246,459 $215,241

Pension Plan Fiduciary Net Position - Detailed information regarding the HIS Plan’s fiduciary
net position is available in the separately issued FRS and Other State-Administered Systems
Comprehensive Annual Financial Report.

Investment Plan

The SBA administers the defined contribution plan officially titled the FRS Investment Plan
(Investment Plan). The Investment Plan is reported in the SBA’s annual financial statements and
in the State of Florida Comprehensive Annual Financial Report.
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NOTE 6 - PENSION PLAN (continued)

As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to
participate in the Investment Plan in lieu of the FRS defined benefit plan. Authority employees
participating in DROP are not eligible to participate in the Investment Plan. Employer and
employee contributions, including amounts contributed to individual member's accounts, are
defined by law, but the ultimate benefit depends in part on the performance of investment funds.
Benefit terms, including contribution requirements, for the Investment Plan are established and
may be amended by the Florida Legislature. The Investment Plan is funded with the same
employer and employee contribution rates that are based on salary and membership class
(regular, elected authority officers, etc.), as the Pension Plan. Contributions are directed to
individual member accounts, and the individual members allocate contributions and account
balances among various approved investment choices. Costs of administering the Investment
Plan, including the FRS Financial Guidance Program, are funded through an employer
contribution of 0.06% of payroll and by forfeited benefits of plan members. Allocations to the
investment members' accounts during the 2017-18 fiscal year, as established by Section 121.72,
Florida Statutes, are based on a percentage of gross compensation, by class, as follows:

- Regular 6.30%
Special risk administrative support 7.95%
Special risk 14.00%
Senior management service 7.67%
Authority elected officers 11.34%

For all membership classes, employees are immediately vested in their own contributions and
are vested after one year of service for employer contributions and investment earnings. If an
accumulated benefit obligation for service credit originally earned under the Pension Plan is
transferred to the Investment Plan, the member must have the years of service required for
Pension Plan vesting (including the service credit represented by the transferred funds) to be
vested for these funds and the earnings on the funds. Nonvested employer contributions are
placed in a suspense account for up to five years. If the employee retums to FRS-covered
employment within the five-year period, the employee will regain control over their account. If
the employee does not retum within the five-year period, the employee will forfeit the
accumulated account balance. For the fiscal year ended September 30, 2018, the information for
the amount of forfeitures was unavailable from the SBA; however, management believes that
these amounts, if any, would be immaterial to the Authority.

After termination and applying to receive benefits, the member may rollover vested funds to
another qualified plan, structure a periodic payment under the Investment Plan, receive a
lump-sum distribution, leave the funds invested for future distribution, or any combination of
these options. Disability coverage is provided; the member may either transfer the account
balance to the Pension Plan when approved for disability retirement to receive guaranteed
lifetime monthly benefits under the Pension Plan, or remain in the Investment Plan and rely
upon that account balance for retirement income.

The Investment Plan pension expense totaled $0 for the fiscal year ended September 30, 2018,
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NOTE 7 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) OBLIGATIONS

Plan Description and Emplovees Covered - As a dependent Authority of Brevard County (the
County), the Authority is a member of the County’s defined benefit healthcare plan (the Plan).
The Plan is a single-employer defined benefit plan that provides health care benefits including
medical coverage and prescription drug benefits to both active and eligible retired employees and
their dependents. Florida statutes require local governments to offer the same health and
hospitalization insurance coverage to retirees and their eligible dependents as is offered to active
employees at a premium cost of no more than the premium cost applicable to active employees.
For the retired employees and their eligible dependents, the cost of any such continued
participation may be paid by the employer or by the retired employees. Full time employees of
the Board and Constitutional Officers are eligible to participate in the Plan. 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 also eligible to participate. The Board may
amend the plan design, with changes to the benefits, premiums and/or levels of participant
contribution at any time. On at least an annual basis and prior to the enrollment process, the
Board approves the rates for the coming year for the retiree; employee and County contributions.

As of September 30, 2018, the membership of the Authority’s medical plan consisted of:

Authority
Active Employees 12
Retirees 2
Total 14

The Plan does not issue a stand-alone report, and is not included in the report of a public
employee retirement system or other entity. No assets are accumulated in a trust that meets the
criteria in paragraph 4 of GASB Statement No. 75.

Benefit Terms - The maximum employer contribution target is 56% of the annual premium cost
of the plan. The annual premium costs for the plan’s self-insured plans are between $4,056 and
$8,616 for retirees and spouses under 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 6 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 upon retirement based on years of service.

Total OPEB liability - The Authority’s total OPEB liability of $51,690 was measured as of
September 30, 2018, and was determined by an actuarial valuation as of October 1, 2018.

Actuarial Assumptions and Other Inputs - The total OPEB liability was measured as of
September 30, 2018 and was determined by an actuarial valuation as of October 1, 2018, using
the following actuarial assumptions and other inputs:

Payroll growth 3.50% (including inflation)

Discount rate 4.24% (December average of the Bond
Buyer GO 20-year Municipal Bond
Index published by the Bond Buyer)

Healthcare cost trend rates 7% for fiscal year 2019, decreasing by
.5% per year to 5% in fiscal year 2022
and later

Retirees’ share of benefit-related costs 56% of projected health insurance

premiums for retirees
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NOTE 7 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) OBLIGATIONS
{continued)

Changes to the Total OPEB Liability

Balance Recognized at October 1, 2017

as Restated $ 111,833

Changes for the Fiscal Year:
Service cost 725
Interest cost 3,939
Changes of benefit terms -
Difference between expected and actual experience (55,812)
Changes of assumptions or other inputs (2,362)
Benefit payments ' (6,633)

Net change in total OPEB liability (60,143)

Balance at September 30, 2018 $ 51,690

Changes of assumptions and other inputs reflect a change in the discount rate from 3.63 percent at
the beginning of the fiscal year, to 4.24 percent as of September 30, 2018, a change in the
mortality tables used, and a change in the per capita medical costs for retirees.

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate - The following table
presents the total OPEB Hability of the Authority, as well as what the Authority’s total OPEB
liability would be if it were calculated using a discount rate that is 1 percentage point lower (1.25
percent) or 1 percentage point higher (3.25 percent) than the current discount rate:

Decrease Discount Rate Increase
(3.24%) (4.24%) (5.24%)
Total OPEB Liability $ 54,943 $ 51,690 $48,725

Sensitivity of the Total QPEB Liability to Changes in the Healthcare Cost Trend - The following
presents the total OPEB liability calculated using the current healthcare trend rates (7%
decreasing to 5%), as well as what the total OPEB liability would be if it were calculated using
healthcare trend rates that are one percentage lower (6% decreasing to 4%) or one percentage
point higher (8% decreasing to 6%) than the current rate:

Healthcare cost
1% Decrease Trend Rate 1% Increase

Total OPEB Liability $ 48,403 $ 51,690 $55,329
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NOTE 7 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) OBLIGATIONS
(continued)

QOPEB Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related
to_QPEB - For the fiscal year ended September 30, 2018, the Authority recognized OPERB
expense of $4,833. At September 30, 2018, the Authority reported deferred outflows of resources
and deferred inflows of resources related to OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and
actual experience § 0 $ 54,981
Changes in assumptions 0 9,995
Total $ 0 $ 64,976

Amounts recognized in the deferred outflows of resources and deferred inflows of resources
related to OPEB will be recognized in the OPEB expense as follows:

Fiscal Year Ending
September 30, Amount
2019 $ (8,102)
2020 (8,102)
2021 (8,102)
2022 (8,102)
2023 (8,102)
Thereafter (24,466)
Total $ (64,976)

NOTE 8 - DEFERRED COMPENSATION PLAN

The Authority offers its employees a deferred compensation plan, created in accordance with
Internal Revenue Code Section 457, which is administered by the International City Managers
Association. The plan is available to all Authority employees and permits them to defer a
portion of their salary until future years. Participation in the plan is optional. Deferred
compensation balances are not available to employees until termination, retirement, death, or an
unforeseeable emergency. All assets and income of the plan are held in trust for the exclusive
benefit of the participants in the plan; therefore, assets of the plan are not reported in the
accompanying financial statements.
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NOTE 9 - COMMITMENTS AND CONTINGENCIES

A. Construction Commitments

The Authority entered into major construction and renovation projects during the years ended
September 30, 2018 and 2017. While most of the funding for these projects comes from federal
and state funds, the Authority is obligated to provide matching funds for these projects from 5%
to 20%. As of September 30, 2018, the Authority has committed $401,219 of unrestricted net
position for future construction projects.

B. Claims and Judgments

The Authority participates in a number of federal, state, and county programs that are fully or
partially funded by grants received from other government units. Expenditures financed by
grants are subject to audit by the appropriate grantor government. If expenditures are
disallowed, due to noncompliance with grant program regulations, the Authority may be required
to reimburse the grantor govermment.

NOTE 10 - AD VALOREM TAXES

During the years ended September 30, 2018 and 2017, the Authority voted not to include tax
revenues in its budget. During the years ended September 30, 2018 and 2017, the only tax funds
received by the Authority were delinquent funds from previous years.

NOTE 11 — CHANGE IN ACCOUNTING PRINCIPLE

As a result of the implementation of GASB No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, an adjustment has been made to record the
Authority’s total OPEB liability as of October 1, 2017. As a result, beginning unrestricted net
position has been increased by $13,528.

NOTE 12 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through February 21, 2019, which is the date the
financial statements were available to be issued.
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Schedule 1
TITUSVILLE-COCOA AIRPORT AUTHORITY

FLORIDA RETIREMENT SYSTEM PENSION PLAN
SCHEDULE OF THE AUTHORITY'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY
Last five fiscal years

018 017 016 2015 2014
Authority's proportion of the net pension
liability 0.0031%  0.0033%  0.0033% 0.0033% 0.0027%
Authority's proportionate share of the net
pension liability $ 923,794 § 958,751 3 823,542 § 422,590 § 167,042

Authority's covered-employee payroll $ 790,921 § 776,263 § 797,929 § 792,257 § 768,559
Authority's proportionate share of the net

pension liability (asset) as a percentage

of its covered-employee payroll 116.79%  123.51%  103.21% 53.34% 21.74%
Plan fiduciary net position as a percentage

of the total pension liability 84.26% 83.89% 84.88% 92.00% 96.09%

The amounts presented for each fiscal year were determined as of June 30.

SCHEDULE OF AUTHORITY CONTRIBUTIONS
Last five fiscal years

2018 2017 2016 2015 2014

Contractually required contribution $ R7407 $ 84379 § 79,538 $ 79,768 $§ 59,968
Contractually in relation to the

contractually required contribution (87,407) (84,379  (79,538) (79,768)  (59,968)
Contribution deficiency (excess) 3 0% 0% 0% 0% 0
Covered-employee payroll 3 790,971 § 776,263 § 797,929 § 792,257 ¥ T68,559
Contributions as a percentage

of covered-employee payroll 11.05% 10.87% 9.97% 10.06% 7.8%

Note: Information is required fo be presented for 10 years. However, until a full 10-year trend is compiled, the Authority will
present information for only those yvears for which information is available.
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Schedule 2
TITUSVILLE-COCOA AIRPORT AUTHORITY

RETIREE HEALTH INSURANCE SUBSIDY PROGRAM
SCHEDULE OF THE AUTHORITY'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY
Last five fiscal years

018 017 2016 2015 2014
Authority's proportion of the net pension
liability 0.002% 0.002% 0.003% 0.003% 0.002%
Authority's proportionate share of the net
pension liability $ 246,459 § 263,220 $ 296,470 $ 260,186 $ 225,462

Authority's covered-employee payroll $ 790,971 § 776,263 $ 797,929 § 792,257 § 768,559
Authority's proportionate share of the net

pension liability (asset) as a percentage

of its covered-employee payroll 31.16% 33.91% 37.16% 32.84% 29.34%

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 June 30.

SCHEDULE OF AUTHORITY CONTRIBUTIONS
Last five fiscal years

2018 2017 2016 2015 2014

Contractually required contribution $ 12,730 § 13,028 § 13,0639 & 9752 § 8,260
Contractually in relation to the

contractually required contribution (12,730 (13,028) (13,039 (9,752) {8,260)
Contribution deficiency (excess) $ 0% 0% 0% 0% 0
Covered-employee payroll F 790,971 § 776,263 § 797,929 § 792257 § 768,559
Contributions as a percentage :

of covered-employee payroll 1.61% 1.68% 1.63% 1.23% 1.07%

Note: Information is required 1o be presented for 10 years. However, until a full 10-year trend is compiled, the Authority will
present information for only those years for which information is avatlable.
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Schedule 3
TITUSVILLE-COCOA AIRPORT AUTHORITY

SCHEDULE OF CHANGES IN THE AUTHORITY'S TOTAL
OTHER POSTEMPLOYMENT BENEFITS LIABILITY AND RELATED RATIOS
For the years ended September 30, 2018 and 2017

2018 2017

Service Cost $ 725 §f NA
Interest Cost 3,939 NA
Changes of benefit terms - NA
Difference between expected and

actual experience (55,812) NA
Changes of assumptions or other inputs (2,362) NA
Benefit payments (6,633) NA
Net change in total OPEB liability (60,143) NA
Total OPEB liability - beginning 111,833 NA
Total OPEB liability - ending A 51,690 $ 111,833
Covered-employee payroll $ $790,921 $ $776,263
Total OPEB liability as a percentage of

covered-employee payroll 6.54% 14.41%
Notes:

1) Beginning October 1, 2017, the actuary used the methodology of entry age normal level percent of pay cost
method for the evaluation. This method was required to comply with GASB Statement No. 75 that went into effect
for the fiscal year ending September 30, 2018. The entry age normal level percent of pay actuarial cost methods
spreads gains/losses over several years and thereby reduces year-to-year fluctuation in the results.
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Schedule 4
TITUSVILLE-COCOA AIRPORT AUTHORITY

SCHEDULE OF REVENUES - BUDGET AND ACTUAL
(EXCLUDING CAPITAL PROJECTS)
For the year ended September 30, 2018

Original
and Actual
Final Over (Under)
Budget Actual Final Budget
Operating revenues:
Rentals $ 2,555,765 $ 2,541,148 $ (14,617
Miscellaneous 0 122,900 122,900
Total operating revenues . 2,555,765 2,664,048 108,283
Non-operating revenues:
Interest income 2,500 73 (2,427)
Total nonoperating revenues 2,500 73 (2,427)
Total revenues $ 2,558,265 $ 2,664,121 $ 105,856
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Schedule 5
TITUSVILLE-COCOQA AIRPORT AUTHORITY

SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
(EXCLUDING CAPITAL PROJECTS)
For the year ended September 30, 2018

Original
and Actual
Final Over (Under)
Budget Actual Final Budget
Operating expenses:
Wages and benefits:
Salaries $ 790,829 $ 790971 $ 142
Workers' compensation insurance 26,000 23,426 (2,574)
Employee benefits 259,511 233,910 (25,601)
Taxes 60,498 54,253 (6,245)
Total wages and benefits 1,136,838 1,102,560 {34,278)
Repairs, maintenance, and other services:
Repairs and maintenance 173,000 166,781 (6,219)
Insurance 286,679 262,027 (24,652)
Communications and utilitieg 213,690 186,662 (27,028)
Professional services 97,000 84,595 (12,405)
Advertising and marketing 23,800 1,891 (21,909)
Taxes and other obligations 13,000 3,747 (9,253)
Travel and training 24,000 1,129 (22,871)
Dues and subscriptions 10,3060 5,419 (4,881)
Total repairs, maintenance, and
other services 841,469 712,251 (129,218)
Materials and supplies 83,300 69,331 (13,969
Bad debt 0 0 0
Contingency expense 64,282 0 (64,282)
Total operating expenses 2,125,889 1,884,142 (241,747)
Nonoperating expenditures:
Property, plant, equipment, and fees:
Equipment 210,000 109,068 (100,932)
Total property, plant, equipment, and
fees 210,000 109,068 (100,932)
Debt service:
Notes payable to banks:
Principal and interest 183,911 180,755 (3,156)
Total debt service 183,911 180,755 (3.156)
Total nonoperating expenditures 393911 289,823 (104,088)
Total expenditures $ 2,519,800 $ 2,173,965 $__(345,83%)
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TITUSVILLE-COCOA AIRPORT AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND STATE FINANCIAL ASSISTANCE
For the year ended September 30, 2018

Federal Employers Identification Number 59-1061002

Schedule 7

Federal State State
Grantor/Passthrough Grantor CFDA CSFA Item
Program Title and Contract Number Number Number Number Expenditures
Federal awards:
Direct federal awards:
U.S. Department of Transportation - Federal Aviation
Administration - Airport Improvement Program:
Project No. 31200130192014 (RSA Construction) 20.106 NA NA 278,580
Project No. 31200800272017 (REILS Replacement) 20.106 NA NA 250,694
Project No. 31200800282018 (Airfield lighting) 20.106 NA NA 168,867
Total expenditures of federal awards 698,141
State financial assistance:
Florida Department of Transportation - Transportation Systers
Development - Aviation Development Grants:
ARS42 (RSA Construction) NA 55.004 433520 9,501
ASAS1 (Airfield Lighting) NA 55.004 247401 9,382
G0205 (COT North Area Security and Infrastructure} NA 55.004 435310 17,575
AS558 (REILS Replacement) NA 55.004 438491 13,928
GON49 (Port-O-Port Replacement) NA 33.004 441448 141,088
Total expenditures of state financial assistance 191,474
Total federal awards and state financial assistance 889,613
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TITUSVILLE-COCOA AIRPORT AUTHORITY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

AND STATE FINANCIAL ASSISTANCE
For the year ended September 30, 2018

NOTE 1 - GENERAL

The accompanying schedule of expenditures of federal awards and state financial assistance
presents the activity of all federal awards programs and state financial assistance projects of the
Titusville-Cocoa Airport Authority (the Authority). The Authority’s reporting entity is defined
in Note 1 of the Authority’s financial statements. The accounting policies and presentation of
the Single Audit Report have been designed to conform to accounting principles generally
accepted in the United States of America applicable to proprietary fund types of government
units.

NOTE 2 - BASIS OF ACCOUNTING

The schedule of expenditures of federal awards and state financial assistance is maintained on
the full accrual basis of accounting for the proprietary fund types, which is described in Note 1B
of the Authority’s financial statements. The Authority has elected not to use the 10-percent de
minimis indirect cost rate as allowed under the Uniform Guidance.
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DAvIES, HOUSER & SECREST, CPA, P.A.

Shareholders/Director Directors Emeritus
Stephen A. Ellis, Shareholder Floyd C. Lemmon
Todd M. Russell Shareholder Robert E. Andersen, Jr.

Donna L. Young, Director

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

The Chairman and Other Members
Titusville-Cocoa Airport Authority
Titusville, 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 Titusville-Cocoa Airport Authority (the Authority) as of and for the year ended
September 30, 2018, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements, and have issued our report thereon dated
February 21, 2019.

Internal Control over Financizl Reporting

In planning and performing our audit of the financial statements, we considered the Authority’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 the
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Authority’s internal control.

A deficiency in internal confrol 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 marerial weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

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

535 DELANNOY AVENUE & POST OFFICE BoX 129 8 Cocoa, FLORIDA 32923-0129
TELEPHONE: 321.636.0426 o TFAX: 321.636.4986 e www.davieshouser.com
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The Chairman and Other Members
Page two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’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

purpose.

(/’Daﬂ,j %m@?"

Davies, Houser & Secrest, CPA, P.A.
Cocoa, Florida
February 21, 2019
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DAVIES, HOUSER & SECREST, CPA, P.A.

Shareholders/Director Directors Emeritus
Stephen A. Ellis, Shareholder Floyd C. Lemmon
Todd M. Russell, Shareholder Robert E. Andersen, Jr.

Donna L. Young, Director

INDEPENDENT AUDITOR’S MANAGEMENT LETTER

The Chairman and Other Members
Titusville-Cocoa Airport Authority
Titusville, Fiorida

Report on the Financial Statements

We bave audited the financial statements of the Titusville-Cocoa Airport Authority (the
Authority) as of and for the fiscal year ended September 30, 2018, and have issued our report
thereon dated February 21, 2019.

Auditor’s Respounsibility

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of
Chapter 10.550, Rules of the Florida Auditor General.

Other Reporting Requirements

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. Disclosures in this report, which is dated
February 21, 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. In connection with our audit, a lack of separation of duties still
exists and our recommendation of Authority member oversight is still warranted.

Financial Condition and Management

Sections 10.554(1)(1)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
Authority has met one or more of the conditions described in Section 218.503(1), Florida
Statutes, and to identify the specific conditions met. In connection with our audit, we determined
that the Authority did not meet any of the conditions described in Section 218.503(1), Florida
Statutes.

535 DELANNOY AVENUE o P0oST OFFICE BOX 129 e C0COA, FLORIDA 32923-0129
TELEPHONE: 321.636.0426 e FaAX: 321.636.4986 » www.davieshouser.com
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The Chairman and Other Members
Page two

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

Section 10.544()(1)2., Rules of the Auditor General, requires that we communicate
recommendations to improve financial management. In connection with our audit, we make the
following recommendation.

Lack of Separation of Duties

Since the Authority employs a small number of office personnel, one person is
primarily responsible for performing all accounting duties. Accordingly, the
Authority’s ability to use segregation of duties to establish internal accounting
control is limited. This limitation is offset by the Authority’s members’ monthly
participation in the accounting and reporting function by way of detailed reviews
of budgets and monthly comparisons of budgeted versus actual data. While these
procedures were generally effective for internal accounting control purposes
during the past year, it should be clearly understood that changes in personnel, or
the extent of participation by the Authority’s members, could have a material
effect on internal accounting controls.

View of Responsible Official

We will continue to produce timely financial information in the form of monthly
budget to actual statements, so the Authority’s members can review monthly
budget variances in order to address operational changes in a timely manner.

Additional Matters

Section 10.554(1)(1)3., Rules of the Auditor General, requires us to communicate noncompliance
with provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to
have occurred, that have an effect on the financial statements that is less than material, but which
warrants the attention of those charged with governance.

Improper Disposal of Property

During the fiscal year, management received credible reports that supplies and
equipment inventory were being sold for scrap by employees without
authorization and proceeds were not being turned over to the Authority. We
recommend that periodic inventories be taken by administrative staff to ensure
that property disposal procedures, as outlined in the Authority’s policies and
procedures manual, are adhered to.

View of Responsible Official

An annual inventory of all Authority property will be conducted. All disposed
property will be tested for adherence to the Authority’s established property
disposal policies.
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Purpose of this Letter

Our management letter is intended solely for the information and use of the Authority’s members
and applicable management, and is not intended to be and should not be used by anyone other
than these specified parties.

DM‘; @{o—\ﬁu&T

Davies, Houser & Secrest, CPA, P.A.
Cocoa, Florida
February 21, 2019
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