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CitTy oF CLEARWATER

Post Orrice Box 4748, Crearwarer, Frorma 33758-4748
Crry Harz, 112 Sovrn Osceora Avenve, Crearwarer, Frorma 33756
Tereenone (727) 562-4040 Fax (727) 562-4052

Crry MaNaceR

March 23, 2018

The Honorable Mayor, Councilmembers,
and Citizens of the City of Clearwater:

The City of Clearwater Charter (Section 2.01(c)3), Florida Statutes, and various covenants relating to
debt and pension obligations of the City require an annual audit of the financial statements of all funds of
the City by a firm of licensed certified public accountants. These statements must be presented in
conformity with generally accepted accounting principles (GAAP) and audited in accordance with
generally accepted auditing standards (GAAS). Pursuant to these requirements we hereby issue the
comprehensive annual financial report of the City of Clearwater for the fiscal year ended September 30,
2017.

This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information
presented in this report. To provide a reasonable basis for making these representations, management of
the City has established a comprehensive internal control framework that is designed both to protect the
government’s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City’s financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the City’s comprehensive framework of internal controls has
been designed to provide reasonable rather than absolute assurance that the financial statements will be
free from material misstatement. As management, we assert that, to the best of our knowledge and belief,
this financial report is complete and reliable in all material respects.

Cherry Bekaert LLP, a firm of licensed certified public accountants, has audited the City’s financial
statements. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City for the fiscal year ended September 30, 2017, are free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded that there was a reasonable basis for rendering an unmodified opinion
that the City’s financial statements for the fiscal year ended September 30, 2017, are fairly presented in
conformity with GAAP. The independent auditor's report is presented as the first component of the
financial section of the report.

The independent audit of the financial statements of the City was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal and state grantor agencies. The standards
governing Single Audit engagements require the independent auditor to report not only on the fair
presentation of the financial statements, but also on the audited government’s internal controls and
compliance with legal requirements, with special emphasis on internal controls and legal requirements
involving the administration of federal and state awards. These reports are in the Single Audit section of
this report.

George N. Cretekos, Mayor
David Allbritton, Councilmember

Hoyt Hamilton, Councilmember

Doreen Caudell, Councilmember
Dr. Bob Cundiff, Councilmember

“Equal Employment and Affirmative Action Employer”
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GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of the Management’s Discussion and Analysis report (MD&A). This
letter of transmittal is designed to complement the MD&A and should be read in conjunction with it. The
City’s MD&A can be found immediately following the report of the independent auditors.

Profile of the City of Clearwater, Florida

Clearwater is located on the Pinellas Peninsula on Florida’s west coast. It is directly located on the Gulf of
Mexico, 20 miles west of Tampa and 20 miles north of St. Petersburg. Clearwater is the county seat of
Pinellas County and one of the largest cities in the Tampa Bay area. The Clearwater area offers a
semitropical climate and 28 miles of beautiful beaches. Consequently, tourism is an important component of
the economy. In addition to tourism, Clearwater enjoys a diversity of manufacturing businesses, service
industries, high-tech companies, and a large retirement population.

The City operates under the council/manager form of government. Policymaking and legislative authority
are vested in the City Council, which consists of a mayor and four members elected at large on a non-
partisan basis. The City Council is responsible for adopting ordinances, adopting the budget, and hiring the
City Manager and City Attorney. The City Manager is responsible for carrying out the policies and ordinances
of the City Council, for overseeing the day-to-day operations of the City, and for appointing the heads of the
City’s departments.

The City provides police and fire protection; construction and maintenance of streets, bridges, sidewalks,
storm drainage, public parks, and recreation facilities; planning, zoning, subdivision, and building code
regulation and enforcement; redevelopment of commercial and residential neighborhoods; supervised
recreation programs; public libraries; water supply and distribution; waste water collection, treatment, and
disposal; natural gas distribution; solid waste collection and recycling; stormwater management; marina,
airpark, downtown boat slips, and public fishing pier operations; and operation of the city-wide parking
system.

The annual budget serves as the foundation for the City’s financial planning and control. Per the City Code
of Ordinances, the City Manager is required to provide to the City Council an operating budget for the ensuing
fiscal year, a capital improvement budget, and a five-year capital improvement program, along with an
accompanying budget message no later than 60 days prior to the end of the fiscal year. The Council is
required to hold public hearings on the budget and to adopt a final operating budget and capital improvement
budget no later than September 30, the last day of the City’s fiscal year. The appropriated budget is prepared
by fund and by department within fund.

After five consecutive years of decline in City taxable property values, approximating 33 percent in total, we
have now experienced five consecutive years of increases: 3.3%, 6.0%, 6.6%, 7.5%, and 8.3% increases
for January 1, 2013, 2014, 2015, 2016, and 2017 tax rolls, respectively. Additionally, the Tampa Bay
metropolitan area experienced an improvement in the unemployment rate as it decreased from the
September 1, 2016 rate of 4.8% to 3.3% as of September 30, 2017. The metro area rate of 3.3% compares
favorably to a national rate of 4.2% and a state unemployment rate of 4.0% as of September 30, 2017. Local
tourism continues to increase at record rates and contributes to optimism that the area’s economy will
continue to improve.

The City’s Beach Walk development has contributed to significant economic redevelopment on Clearwater
Beach. Additionally, the downtown area is well-poised for similar redevelopment with the completion of
downtown streetscaping, the Clearwater Harbor Marina, Capitol Theatre, and completion of an apartment
complex of 257 high-end units adjacent to downtown’s Prospect Lake Park. Additionally, the City is
embarking on a significant development of the downtown waterfront bluff area, discussed under Major
Initiatives below, that is expected to spur significant economic redevelopment of the downtown area.



Long-term Financial Planning

Financial planning continues to be of critical importance to the City in meeting the challenges of both the
immediate and foreseeable future. Major projects undertaken by the City will continue to have long term
financial implications for existing as well as future resources and revenues. The planning and decisions
undertaken by the City are always evaluated in the context of the financial burden that will be placed on both
current and prospective residents, as well as the potential economic and environmental impacts.

The economic downturn in recent years necessitated an emphasis on balancing demands for City services
with significantly reduced General Fund revenues. ldentifying operating efficiencies, consolidating City
operations, prioritizing and/or eliminating programs and services, partnering with other governmental
entities, and other cost saving initiatives have been the focal point of all City departments in recent years.
The City continues to strategically review the efficiency and effectiveness of service operations for potential
cost savings via reengineering and/or outsourcing of services.

Relevant Financial Policies

It is a policy of the City Council to maintain a minimum fund balance in the General Fund equal to eight and
one-half percent (8.5%) of the subsequent year's budgeted expenditures to meet unanticipated financial
needs. Per Council policy, excess funds may be appropriated by the City Council for specific capital
improvement projects or other one-time needs.

It is a policy of the City Council that all enterprise fund operations shall be self-supporting. Council policy
requires a review of rate schedules every five years, at a minimum, to help ensure that enterprise funds are
self-supporting. Additionally, Council policy requires that unrestricted fund balances of the utility enterprise
funds be maintained at a level equivalent to the greater of six months of operation and maintenance
expenses, or other minimum reserve levels indicated in the current rate study for the utility enterprise fund.
The minimum reserve level for non-utility enterprise funds is three months of operation and maintenance
expenses.

Major Initiatives

The City continues to proactively fund capital projects to support the City’s five utility operations, which consist
of Water and Sewer, Stormwater, Solid Waste, Recycling, and Gas Utility operations. A total of $110.5 million
of utility projects are budgeted for fiscal 2018 with a total of $338.2 million budgeted over the next six years.

In the Spring of 2014, the City sponsored an Urban Land Institute (ULI) Advisory Services Panel to provide
strategic advice about the revitalization of the downtown area. A major initiative resulting from the ULI
recommendations is “Imagine Clearwater,” a multi-phase redevelopment plan for the downtown waterfront
bluff. Phase 1 of the plan seeks to implement key investments north of Cleveland Street and along the
waterfront to spark change along Osceola Avenue and into downtown. The plan will create a dynamic new
open space from the waterfront to the downtown, activated by new uses and captivating elements that serve
a broad pool of users with the flexibility to accommodate a great variety of activities, including passive and
active recreation, to promote year-round enjoyment. Phase 2 builds upon the success of Phase 1, bringing
redevelopment south of Cleveland Street with the activation of additional key City investments. The current
Phase 1 design phase is expected to take up to a year, with construction planned to begin in early 2019.

Also relative to the ULI recommendations, the City conducted studies related to the City of Clearwater Boating
Master Plan and the North Marina Area Master Plan in the Fall of 2015. Final detailed engineering plans are
nearing completion for the North Marina Area Master Plan Project Phase I. It is anticipated that the project will



be able to go to bid by the middle of fiscal year 2018. Phase | improvements for the North Marina Area Master
Plan include the addition of new parking, the enhancement of existing parking areas, expanded public use and
amenity areas, additional open space, kayak launch, enhanced and decorative lighting, link to Pinellas Trail
from waterfront recreation area, and new restroom facilities that serve the existing ramp area. Finally, day
transient boat slips are currently in the process of being permitted.

The ULI initiatives remain a high priority for the City during fiscal year 2018. Major components of these and
other initiatives comprise a series of projects now referred to as “Second Century Clearwater” projects. Second
Century projects are redefining the face of Clearwater as the City embarks on its second century of
achievement as a dynamic and changing city.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence
in Financial Reporting to the City for its comprehensive annual financial report (CAFR) for the fiscal year
ended September 30, 2016. This was the 38™ consecutive year that the City received this prestigious award.
In order to be awarded a Certificate of Achievement, the government published an easily readable and
efficiently organized CAFR. This report satisfied both GAAP and applicable legal requirements. A Certificate
of Achievement is valid for a period of one year only. We believe that our current CAFR continues to meet
the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine
its eligibility for another certificate.

In addition, the City received the GFOA's Distinguished Budget Presentation Award for the fiscal year 2017
Budget document, the 315 consecutive year that this award has been received. In order to qualify, the City's
Budget document was judged to be proficient in several categories including as a policy document, a
financial plan, an operations guide, and a communications device.

We wish to thank the many members of the Citywide Annual Financial Reporting (CAFR) Team, which is
composed of individuals in the Finance Department and other financial staff throughout the City, for their
professionalism and dedication in producing this report. A special thank you goes to Monica Mitchell,
Assistant Finance Director, for her leadership in completion of this report. Sincere appreciation is also
extended to the City’'s external auditors, Cherry Bekaert LLP, for their advice and assistance in the
preparation of this report. Finally, we would like to thank the City Council for their interest, continued support,
and leadership in planning and conducting the financial operations of the City in a progressive and
responsible manner.

Sincerely,

W i . Yoin

William B. Horne, 1|
City Manager

G@ngfm;

Brian Jay Ravins
Finance Director
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-N Cherry Bekaert"

Report of Independent Auditor

To the Honorable Mayor and City Council Members
City of Clearwater, Florida

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Clearwater, Florida (the
“City”) as of and for the year ended September 30, 2017, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents. We have also
audited the financial statements of each of the City’s nonmajor governmental funds, nonmajor enterprise funds,
internal service, and fiduciary funds presented as supplementary information in the accompanying combining
and individual fund statements as of and for the year ended September 30, 2017, 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 opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

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

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Clearwater, Florida, as of September 30, 2017, and the respective
changes in financial position and, where applicable, cash flows thereof, and the respective budgetary
comparisons for the general fund and the special development fund, for the year then ended in accordance with
accounting principles generally accepted in the United States of America. In addition, in our opinion, the
financial statements referred to above present fairly, in all material respects, the respective financial position of
each of the nonmajor governmental funds, nonmajor enterprise funds, internal service and fiduciary funds of the
City as of September 30, 2017, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended, in accordance with accounting principles generally accepted in the United
States of America.

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 schedules - Pension Trust Funds and other
Postemployment, as listed in the table of contents, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, budgetary comparison for the
community redevelopment agency special revenue fund on page 119, and other information, as listed in the
table of contents, are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying schedule of expenditures of federal awards and state financial
assistance projects, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform Guidance”) and Chapter
10.550, Rules of the Auditor General of the State of Florida, is also presented for purposes of additional analysis
and is not a required part of the basic financial statements.

The schedule of expenditures of federal awards and state financial assistance projects and the budgetary
comparison for the community redevelopment agency special revenue fund are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditures of federal awards and state financial assistance projects and the budgetary
comparison for the community redevelopment agency special revenue fund are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.



The introductory, statistical, and other information sections, as listed in the table of contents, have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 23, 2018 on
our consideration of the City’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City’s internal control over financial reporting and compliance.

%ﬁM LLP

Tampa, Florida
March 23, 2018
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Management’s Discussion and Analysis

This Management’s Discussion and Analysis report provides the reader with a narrative overview and analysis of the
financial activities of the City for the fiscal year ended September 30, 2017. Management's Discussion and Analysis
(MD&A) should be read in conjunction with the City’s Transmittal Letter, which begins on page v of this report.

Financial Highlights

o The City’s assets and deferred outflows of resources exceeded its liabilities and deferred inflows of resources at
the close of fiscal year 2017 by $949.6 million (net position). Of this amount, $256.3 million (unrestricted net
position) may be used to meet the government’s ongoing obligations to citizens and creditors.

e The City’s total net position increased by $40.7 million, or 4.5%, from the prior year’s net position. Net position
for governmental activities increased by $17.9 million, or 4.0%, while the business-type net position increased by
$22.8 million, or 4.9%.

e Governmental net position increased $17.9 million in fiscal 2017. A decrease of $3.1 million in governmental
program expenses, primarily in the public safety program, in addition to an increase in governmental program
revenues of $2.7 million, resulted in a decrease in net program expenses of $5.8 million. General revenues and
transfers increased $7.6 million. Total general revenues for governmental activities increased by $3.8 million, or
4.2%, primarily due to a $3.3 million increase in property taxes and a $1.6 million increase in communications
services taxes, offset by a decrease of $1.6 million in investment earnings due to a reduction in market values of
the City’s investment portfolio. Transfers from business-type activities increased $3.8 million.

e Business-type net position increased $22.8 million in fiscal 2017. Net revenue from business-type activities,
before investment earnings and transfers, increased $1.3 million, or 3.9%, as the result of an increase in charges
for services of $10.9 million offset by an increase in program expenses of $9.6 million. The most significant
increases in charges for services were in the Water & Sewer Utility ($6.3 million) due to rate increases of 3.75%
and the Gas Utility ($2.0 million) due to fluctuating commodity costs and no change in rates. General revenues
decreased $1.9 million as the result of a decrease in investment earnings. Transfers to governmental activities
increased $3.8 million.

e At September 30, 2017, the City’s governmental funds reported combined ending fund balances of $116.5 million,
an increase of $52 thousand, or .05%, in comparison with the prior year. Of this amount, $28.3 million (or 24.3%)
is available for spending at the government’s discretion (unassigned fund balance).

e At September 30, 2017, unrestricted fund balance (the total of the committed, assigned and unassigned
components of fund balance) for the general fund was $28.5 million, or 22.6% of total fiscal 2017 general fund
expenditures.

e Total outstanding long-term liabilities increased $2.1 million from the prior year, primarily due to a reduction in
bonded debt in the amount of $5.3 million, a net increase in lease purchase contracts of $3.9 million, an increase
in the liability for compensated absences of $300 thousand, an increase in the liability for other postemployment
benefits of $2.1 million, and an increase in claims payable of $1.1 million.

Overview of the Financial Statements

This discussion and analysis (MD&A) is intended to serve as an introduction to the City of Clearwater’s basic financial
statements. The City’s basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.



Government-Wide Financial Statements

The government-wide financial statements are the statement of net position and the statement of activities. These
statements report information about the City as a whole using accounting methods similar to those used by private-sector
businesses. Emphasis is placed on the net position of governmental activities and business-type activities, and the change
in net position. Governmental activities are principally supported by taxes and intergovernmental revenues. Governmental
activities include most of the City’s basic services, including police, fire, public works, parks and recreation, and general
administration. Business-type activities are intended to recover all or a significant portion of their costs through user fees
and charges. The City’s water and sewer system, stormwater system, gas system, solid waste and recycling, marine,
aviation, Clearwater Harbor Marina, and parking system operations are reported as business-type activities.

o The statement of net position presents information on all of the City’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources, with the difference reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator as to whether the financial position of the City is
improving or deteriorating. Net position is reported in three major categories: 1) net investment in capital assets;
2) restricted; and 3) unrestricted.

e The statement of activities presents information showing how the City’s net position changed as a result of the
year’s activities. All changes in net position are recorded in the period in which the underlying event takes place,
which may differ from the period in which cash is received or disbursed. The Statement of Activities displays the
expense of the City’s various programs net of related revenues, as well as a separate presentation of revenues
available for general purposes.

The government-wide financial statements include not only the City of Clearwater itself but also the Clearwater
Redevelopment Agency (CRA). The CRA, though legally separate, is reported as part of the primary government as a
blended component unit because the City Council serves as the CRA’s governing board and City management has
operational responsibility for the CRA.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The fund financial statements provide detailed information about the City’s major funds —
not the City as a whole. Fund accounting helps to ensure and demonstrate compliance with finance-related legal
requirements. Based on restrictions on the use of monies, the City has established many funds that account for the
multitude of services provided to residents. These fund financial statements focus on the City’s most significant funds:
governmental, proprietary, and fiduciary.

Governmental funds. Governmental funds are used to report most of the City’s basic services. These funds are used
to account for essentially the same functions reported as governmental activities in the government-wide financial
statements. The funds focus on the inflows and outflows of current resources and the balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term impact
of the government’s near-term financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City maintains ten individual governmental funds. Information is presented separately in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances for the
General, Special Development, and Capital Improvement funds, which are considered to be major funds. Data from the
other seven governmental funds are combined into a single aggregated columnar presentation. Individual fund data for
each of these nonmajor governmental funds is provided in Combining and Individual Fund Statements and Schedules
section of this report.

Annual appropriated budgets are adopted for the General Fund, the Special Development Special Revenue Fund, and
the Community Redevelopment Agency Special Revenue Fund. Budgetary comparison statements and/or schedules
have been provided for these funds to demonstrate budgetary compliance.
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The basic governmental fund financial statements can be found on pages 22-27 of this report.

Proprietary funds. The City maintains two different types of proprietary funds. Enterprise funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for the fiscal activities related to water and sewer, gas, solid waste & recycling and stormwater
utilities, along with marine, aviation, parking system, and Clearwater Harbor Marina downtown boat slip operations.
Internal service funds are an accounting device used to accumulate and allocate costs internally among the City’s various
functions. The City uses internal service funds to account for the City’s building maintenance, custodial services, self-
insurance program, risk management program, employee group insurance, vehicle acquisition and maintenance, and
various support activities including data processing, telecommunications, and postal services. All of the City’s internal
service funds predominantly benefit governmental activities and consequently have been aggregated and included within
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The proprietary fund financial statements provide separate information for the Water and Sewer Utility, Gas Utility, Solid
Waste & Recycling Utility, and Stormwater Utility enterprise funds, which are considered to be major funds of the City.
The remaining four non-major enterprise funds are combined into a single aggregated presentation in the proprietary fund
financial statements. Similarly, governmental activity internal service funds are aggregated into a single presentation.
Individual fund data for the non-major enterprise funds and the internal service funds is provided in the form of combining
statements in the supplementary information section of this report.

The basic proprietary fund financial statements can be found on pages 28-39 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of the fiduciary funds
are not available to support the City’s own programs. The accounting used for fiduciary funds is similar to proprietary
funds.

The City of Clearwater maintains two different types of fiduciary funds. Pension trust funds are used to report resources
held in trust for retirees and beneficiaries covered by the City’s pension plans. An agency fund is used to report resources
held by the City in a custodial capacity for individuals, private organizations and other governments, such as the
Clearwater Downtown Development Board.

The fiduciary fund statements can be found on pages 40-41 of this report.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential for a full understanding of the
information provided in the government-wide and fund financial statements, including the City’s progress in funding its
obligations to provide pension benefits and other post-employment benefits to its employees.

The notes to the financial statements can be found on pages 42-102 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the City’s progress in funding its obligations to provide pension benefits and other
post-employment benefits to its employees.

Required supplementary information can be found on pages 103-109 of this report.

The combining statements referred to earlier in connection with non-major governmental funds, non-major enterprise
funds, and internal service funds, are presented immediately following the required supplementary information.

Combining and individual fund statements can be found on pages 114-136 of this report.



Government-Wide Financial Analysis

The total net position of the City increased in both fiscal 2017 and fiscal 2016. As noted earlier, net position may serve
over time as a useful indicator of a government’s financial position. In the case of the City, assets exceeded liabilities by
$949.6 million at the close of the fiscal year ended September 30, 2017. This represents an increase of $40.7 million from
the September 30, 2016 total net position of $908.9 million. The City reports positive balances in all three categories of
net position, both for the government as a whole as well as for its separate governmental and business-type activities, for
both the current year and the prior year, as indicated in the following table:

City of Clearwater, Florida - Net Position

Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016
Assets
Current and other assets $ 258,571,971 $ 210,904,691 $ 265815486 $ 253,152,629 $ 524,387,457 $ 464,057,320
Capital assets 300,089,363 289,562,206 434,914,983 425,467,198 735,004,346 715,029,404
Total assets 558,661,334 500,466,897 700,730,469 678,619,827 1,259,391,803 1,179,086,724
Deferred Outflows of
Resources 3,243,712 14,767,600 14,806,580 8,822,265 18,050,292 23,589,865
Liabilities
Current and other liabilities 11,695,301 10,733,114 19,552,496 17,724,145 31,247,797 28,457,259
Long-term debt outstanding:
Due within one year 15,678,212 13,867,332 10,579,272 10,469,501 26,257,484 24,336,833
Due in more than one year 44,225,478 40,674,591 191,111,673 194,487,030 235,337,151 235,161,621
Total liabilities 71,598,991 65,275,037 221,243,441 222,680,676 292,842,432 287,955,713
Deferred Inflows of
Resources 26,874,581 4,427,305 8,118,362 1,371,851 34,992,943 5,799,156
Net position
Net investment in
capital assets 271,834,091 263,810,329 254,503,208 231,590,454 526,337,299 495,400,783
Restricted 119,002,793 52,936,521 47,946,129 36,802,794 166,948,922 89,739,315
Unrestricted 72,594,590 128,785,305 183,725,909 194,996,317 256,320,499 323,781,622
Total net position $ 463,431,474 § 445532,155 § 486,175,246 $ 463,389,565 $ 949,606,720 $ 908,921,720

A large portion of the City’s net position (55.4%) represents its net investment in capital assets (e.g., land, infrastructure,
land improvements, buildings, and equipment, less any related outstanding debt used to acquire those assets). The City
uses these capital assets to provide services to citizens, and consequently these assets are not available for future
spending. Although the City’s investment in capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other resources, since the capital assets themselves will not
be used to liquidate these liabilities.

There was an increase of $8.0 million (3.0%) in net investment in capital assets for governmental activities versus the
previous year. The increase was due to a decrease in related revenue bond debt of $685 thousand and a net increase of
$3.2 million in capital lease purchase contracts, plus a net increase of $10.5 million in governmental capital assets for the
current fiscal year. The increase in governmental capital assets of $10.5 million resulted from capital asset additions of
$31.4 million offset by depreciation expense of $20.5 million, net capital asset retirements of $405 thousand, and net
transfers from business-type activities of $42 thousand.

Net investment in capital assets for business-type activities increased by $22.9 million, or 9.9%, due to a net increase in
business-type capital assets of $9.4 million consisting of $32.4 million of net capital asset additions, $22.9 million in current
year depreciation expense, net capital asset retirements of $110 thousand, and transfers to governmental activities of
$42 thousand, plus an increase of $13.5 million in related debt, net of unspent bond proceeds.
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An additional portion of the City’s net position (17.6%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net position ($256.3 million or 27.0%) may be used to meet
the government’s ongoing obligations to citizens and creditors.

Changes in Net Position

The following table reflects the changes in net position for the years ended September 30, 2017, and September 30,
2016:

City of Clearwater, Florida - Changes in Net Position

Governmental Activities Business-type Activities Totals
2017 2016 2017 2016 2017 2016

Revenues
Program revenues:
Charges for services $ 43,832,862 $ 43,124,537 $ 178,247,501 $ 167,347,710 $ 222,080,363 $ 210,472,247
Operating grants and contributions 7,012,218 6,236,334 82,541 207,720 7,094,759 6,444,054
Capital grants and contributions 3,893,460 2,642,030 3,564,204 3,487,016 7,457,664 6,129,046
General revenues:
Property taxes 46,852,628 43,579,658 - - 46,852,628 43,579,658
Sales taxes 18,008,997 17,594,533 - - 18,008,997 17,594,533
Utility taxes 14,834,609 14,518,154 - - 14,834,609 14,518,154
Communications services taxes 4,511,892 4,617,875 4,511,892 4,617,875
Other taxes 8,395,207 6,845,168 - - 8,395,207 6,845,168
Other 734,965 2,394,398 782,396 2,714,614 1,517,361 5,109,012
Total revenues 148,076,838 141,552,687 182,676,642 173,757,060 330,753,480 315,309,747
Expenses
General Government 14,876,267 13,487,675 - - 14,876,267 13,487,675
Public Safety 66,794,715 71,717,818 - - 66,794,715 71,717,818
Physical Environment 3,992,892 4,141,571 - - 3,992,892 4,141,571
Transportation 14,338,591 14,532,393 - - 14,338,591 14,532,393
Economic Environment 5,304,679 4,018,814 - - 5,304,679 4,018,814
Human Services 455,615 525,809 - - 455,615 525,809
Culture and Recreation 39,497,439 36,894,334 - - 39,497,439 36,894,334
Interest on Long-term Debt 747,990 740,286 - - 747,990 740,286
Water and Sewer Utility - - 73,252,799 64,866,011 73,252,799 64,866,011
Gas Utility - - 30,716,158 29,195,218 30,716,158 29,195,218
Solid Waste Utility - - 17,625,829 17,989,428 17,625,829 17,989,428
Stormwater Utility - - 13,147,863 13,664,223 13,147,863 13,664,223
Recycling Utility - - 2,864,457 2,957,693 2,864,457 2,957,693
Other - - 9,453,186 8,835,399 9,453,186 8,835,399
Total expenses 146,008,188 146,058,700 147,060,292 137,507,972 293,068,480 283,566,672
Increase in net position before

transfers 2,068,650 (4,506,013) 35,616,350 36,249,088 37,685,000 31,743,075
Transfers 12,830,669 9,068,691 (12,830,669) (9,068,691) - -
Increase in net position 14,899,319 4,562,678 22,785,681 27,180,397 37,685,000 31,743,075
Net position - beginning 445,532,155 440,969,477 463,389,565 436,209,168 908,921,720 877,178,645
Net position - ending $ 460,431,474 $ 445532155 § 486,175246 $ 463,389,565 $ 946,606,720 $ 908,921,720




Governmental Activities

Net position of governmental activities increased by $17.9 million from to $445.5 million as of September 30, 2016, to
$463.4 million as of September 30, 2017. This represents a 4.0% increase in net position for governmental activities.

Total expenses for governmental activities decreased by $3.1 million, or 2.1%, versus the prior year. The most significant
decrease was in the public safety program ($4.9 million), offset by increases in the general government program ($1.4
million) and the economic environment program ($1.3 million).

Total program revenues for governmental activities increased by $2.7 million, or 5.3%, versus the prior year. This increase
was primarily due to a $708 thousand increase in charges for services, an increase in operating grants and contributions
of $776 thousand, and an increase of $1.2 million in operating and capital grants and contributions.

Total general revenues for governmental activities increased by $3.8 million, or 4.2%, primarily due to a $3.3 million
increase in property taxes and a $1.6 million increase in communications services taxes, offset by a decrease of $1.6
million in investment earnings due to a reduction in market values of the City’s investment portfolio. Transfers from
business-type activities increased $3.8 million.

The cost of all governmental activities this year was $143.0 million. This reflects a decrease of $3.1 million, or 2.1%, from
the fiscal 2016 total of $146.1 million. However, as shown on the Statement of Activities, the amount that the City’s
taxpayers ultimately financed for fiscal 2017 activities totaled $88.3 million, because some of the cost was paid for by
those who directly benefited from the programs ($43.8 million) or by other governments and organizations that subsidized
certain programs with grants and contributions ($10.9 million). This total of $88.3 million is $5.8 million, or 6.2%, less than
the fiscal 2016 amount financed from general revenues.

Expenses and Program Revenues - Governmental Activities
For the Year Ended September 30, 2017
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Revenues by Sources - Governmental Activities
For the Year Ended September 30, 2017
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Business-type Activities

Net position for business-type activities increased by $22.8 million from $463.4 million as of September 30, 2016, to
$486.2 million as of September 30, 2017. This represents a 4.9% increase in net position for business-type activities. Net
revenue from business-type activities, before investment earnings and transfers, increased from $33.5 million for the prior
year to $34.8 million for fiscal 2017. This $1.3 million, or 3.9%, increase was primarily the result of an increase in charges
for services of $10.9 million offset by an increase in program expenses of $9.6 million. Grants and contributions decreased
$48 thousand in total.

Total program revenues for business-type activities increased by $10.9 million, or 6.3%, to $181.9 million versus the prior
year total of $171.0 million, due primarily to an increase of $10.9 million (6.5%) in charges for services. In the Water &
Sewer Utility, charges for services increased as a result of a 3.75% rate increase effective October 1, 2016, and in the
Gas Utility due to fluctuating commodity costs and no change in rates.

Total expenses for business-type activities increased by $9.6 million, or 6.9%, from $137.5 million in fiscal 2016 to $147.1
million for fiscal 2017. The maijority of this increase in the Water & Sewer Utility ($8.4 million) and the Gas Utility ($1.5
million). Transfers to governmental activities increased $3.8 million, or 41.5%.
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Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the City’s financing requirements. In particular, unassigned
fund balance may serve as a useful measure of a government’s net resources available for spending at the end of the
fiscal year. The City reports the General Fund, Special Development Fund, and Capital Improvement Fund as major
governmental funds.

The City’s governmental funds for the year ended September 30, 2017, reflect a combined fund balance of $116.5 million
versus $116.4 million for the prior year, an increase of $52 thousand. A total of $28.3 million, or 24.28%, represents
unassigned fund balance available for spending at the government’s discretion. The remainder of the fund balance is
classified as assigned ($7.3 million or 6.29%) to indicate that it is intended to be used for specific purposes supported by
management’s intent; committed ($22.1 million or 19.00%) to indicate that it can be used only for the specific purposes
determined by a formal vote of the City Council; restricted ($58.7 million or 50.38%) to indicate that it can be spent only
for the specific purposes stipulated by constitution, external resource providers, or through enabling legislation; or
nonspendable ($62 thousand or 0.05%) to indicate that it cannot be spent or is legally or contractually required to remain
intact.

The General Fund is the chief operating fund of the City. At September 30, 2017, unassigned fund balance of the General
Fund totaled $28.3 million, with the remaining $294 thousand in fund balance classified as nonspendable or assigned.
As a measure of the general fund’s liquidity it is useful to compare unassigned fund balance to total fund expenditures.
Unassigned fund balance represents 22.6% of total general fund expenditures (GAAP basis before transfers) for the
current fiscal year.

The fund balance of the Special Development Fund increased from $12.4 million to $12.9 million, an increase of $512
thousand or 4.1%, during the current fiscal year versus an increase of $4.2 million for fiscal 2016. Total revenues
increased by $1.2 million, most significantly in the areas of impact fees and intergovernmental revenues. Transfers in
decreased by $543 thousand, while transfers out increased by $4.3 million primarily due to an increase in Penny for
Pinellas revenues transferred to the Capital Improvement Fund to fund projects in the Capital Improvement Plan.

The fund balance for the Capital Improvement Fund increased from $46.6 million to $51.3 million during the current fiscal
year. This increase of $4.7 million is primarily the result of current year capital project funding received from other funds
in excess of year capital project expenditures. This is typical volatility for the Capital Improvement Fund due to timing
differences between project funding and project spending.

The fund balances for Other (non-major) Governmental Funds posted a decrease of $127 thousand (from $23.8 million
to $23.7 million) during the current fiscal year.

Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial statements, but
in more detail. The City reports the Water and Sewer Utility Fund, the Gas Utility Fund, the Solid Waste & Recycling Utility
Fund, and the Stormwater Utility Fund as major funds.

The Water and Sewer Utility Fund realized a $4.9 million increase in net position versus a $9.2 million increase for the
prior year. Operating revenues increased by $6.3 million, or 8.4%, while operating expenses increased $8.2 million, or
14.1%. This resulted in a net decrease in operating income of $1.9, from $17.1 million in fiscal 2016 to $15.2 million in
2017. Additionally, capital grants and contributions decreased by $1.1 million, or 51.8%, and investment earnings
decreased by $578 thousand (60.2%). The increase in operating revenues was primarily the result of a 3.75% rate
increase effective October 1, 2016, as well as $2.4 million insurance proceeds received from tropical storm damage. The
decrease in capital grants and contributions was primarily the result of decreased grant revenues due to the completion
of capital projects. The increase in operating expenses was primarily due to increased repair and maintenance costs at
the Marshall Street facility, as well as increased rental costs for backup pumping equipment, due to damages caused by
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Tropical Storm Hermine. Operating expenses also increased as a result of an increase in water purchased from Pinellas
County due to Reverse Osmosis Plant #2 not operating at full capacity.

The Gas Utility Fund realized a $5.4 million increase in net position versus a $7.2 million increase for the prior year.
Operating revenues increased by $2.0 million, or 5.2%, from the prior year, and operating expenses also increased by
$1.5 million (5.2%). This resulted in a net increase in operating income of $509 thousand from $9.7 million in fiscal 2016
to $10.2 million in 2017. The increase in operating expenses was primarily due to increased fuel purchases for resale in
the amount of $1.2 million. Transfers to other funds increased by $1.9 million, or 73.2%, primarily due to the increased
dividend to the General Fund computed on the fiscal 2016 change in net position.

The Solid Waste & Recycling Utility Fund realized a $3.2 million increase in net position versus a $2.4 increase in the
prior year. Operating revenues increased by $921 thousand, or 3.8%, while operating expenses decreased by $632
thousand (3.0%), resulting in an increase of $1.6 million in operating income. The increase in operating revenues was
primarily due to a rate increase of 3.75% effective October 1, 2016. The decrease in operating expenses was primarily
the result of a decrease in dump fees as well as a reduction in depreciation expense due to several assets being fully
depreciated in fiscal 2016.

The Stormwater Utility Fund realized an increase in net position of $6.7 million versus a prior year increase of $4.8 million.
Operating revenues increased by $648 thousand, or 3.6%, while operating expenses decreased $439 thousand, or 3.5%,
resulting in an increase of $1.1 million in operating income. Operating revenues increased primarily due to a rate increase
of 1.25% effective October 1, 2016, as well as reimbursement in the amount of $239 thousand received from the Army
Corps of Engineers for the Stevens Creek Estuary Restoration Project. There was also an increase in capital grants and
contributions of $1.4 million (116.3%) due to increased contributions from the Southwest Florida Water Management
District for the Mango, Magnolia and East Gateway drainage projects.

Unrestricted net position and changes in net position of the proprietary funds for fiscal years 2017 and 2016:

Unrestricted Net Position Change in Net Position

Fund 2017 2016 2017 2016
Water and Sewer Utility $ 55,756,756  $ 53,178,363  § 4,919,150 $ 9,195,402
Gas Utility 41,641,050 44,505,891 5,441,658 7,192,155
Solid Waste & Recycling Utility 34,505,994 36,313,750 3,230,973 2,355,306
Stormwater Utility 33,924,607 33,825,551 6,661,074 4,753,078
Other funds 16,562,587 26,065,602 2,305,071 3,044,029

Totals $ 182,390,994 § 193,889,157  $ 22,557,926 $ 26,539,970

General Fund Budgetary Highlights

The final amended budget for General Fund expenditures reflected a net increase of $4,056,263, or 3.31%, from the

original budget. Key elements of this increase were as follows:

e First Quarter Budget Amendments included a decrease of $1,500 to the City Manager’s flex fund to provide funding
for United Way campaign activities; an increase of $33,500 to marine & aviation to reflect an increase of $25,000 in
utility charges, and increase of $4,000 in other services/charges and an increase of $4,500 in operating supplies at
Pier 60;

e Mid-Year Budget Amendments included a decrease of $128,000 to salaries in parks and recreation to provide funding
for the Jack Russell Demolition & Refurbishment project; a decrease of $62,416 to other contractual services in parks
and recreation to provide funding for new vehicles; an increase of $4,265,000 to fund the purchase of land at 301
Pierce Street; and an increase of $68,632 to fund a legal settlement with a former employee;

e Third Quarter Budget Amendments included a decrease of $212,426 to the fire department to reflect actual
supplemental pension plan contributions; and an increase of $93,473 to the police department to reflect actual
supplemental pension plan contributions.
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Final budgeted revenues reflect a net increase of $883,917, or .74%, from the original budget primarily due to the
following:

First Quarter Budget Amendments included an increase of $33,500 to charges for services to reflect an increase in
Pier 60 concession revenues.

Third Quarter Budget Amendments included an increase of $179,370 to ad valorem property taxes to reflect actual
collections for the year; a decrease of $500,000 to communications services taxes to reflect actual collections for the
year; a decrease of $800,000 to franchise fees to reflect actual collections for the year from Duke Energy; an increase
of $290,000 to licenses, permits and fees to reflect an increase of $150,000 in building permit revenue and an increase
of $140,000 in forfeited permit fee revenue; an increase of $931,047 to intergovernmental revenues to reflect a
decrease of $118,953 in public safety supplemental pension revenue, an increase of $250,000 in state revenue
sharing, an increase of $200,000 in half-cent sales tax revenue and an increase of $600,000 in EMS tax revenue to
reflect actual collections for the year; an increase of $300,000 to fines and forfeitures to reflect actual red light camera
fine revenues for the year; an increase of $450,000 to miscellaneous revenues to reflect an increase in Pier 60 and
South Beach umbrella rentals.

Final budgeted “transfers in” from other funds reflect a net increase of $1,196,630, or 11.64%, from the original budget
primarily due to:

e Return of General Fund revenues in the amount of $2,750 from the Special Programs Fund from the completion
of the Strategic Direction Action Plan:

e Return of General Fund revenues in the amount of $1,789 from the Special Programs Fund from the completion
of the Centennial Celebration;

e Return of General Fund revenues in the amount of $21,301 from the Special Programs Fund from the completion
of IDB Fees;

e Anincrease of $1,170,790 from the Gas Ultility Fund for the annual gas dividend payment.

Final budgeted “transfers out” reflect an increase of $2,804,486, or 30.89%, from the original budget primarily due to:

e Atransfer of $439,820 to the Special Programs Fund for the Clearwater Ferry;

A transfer of $1,500 to the Special Programs Fund for United Way campaign activities;

A transfer of $62,416 to the Garage Fund for the purchase of vehicles;

A transfer of $128,000 to the Capital Improvement Fund for the Jack Russell Demolition & Refurbishment project;

A transfer of $107,750 to the Capital Improvement Fund for the Missouri Avenue Median Beautification project;

A transfer of $500,000 to the Capital Improvement Fund for the Imagine Clearwater Implementation project;

A transfer of $200,000 to the Capital Improvement Fund for the Clearwater Beach Infrastructure Repair &

Improvements project;

A transfer of $815,000 to the Capital Improvement Fund for the Morningside Recreation Center project;

e A transfer of $550,000 to the Capital Improvement Fund for the Jack Russell Stadium Practice Field Renovation
project.

Total actual revenues for the General Fund for fiscal 2017 were $487 thousand, or .40%, greater than final budgeted
revenues. Although most categories posted a surplus of actual revenues versus final budgeted revenues, there was a
budget deficit in other taxes of $222 thousand, primarily due to a decrease in business tax receipts and a budget deficit
in investment earnings of $358 thousand to reflect an unrealized loss on investments.

Fiscal 2017 actual expenditures for the General Fund were $815 thousand (.64%) less than final budgeted expenditures,
primarily due to budget savings across most City departments for fiscal 2017.
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Capital Asset and Debt Administration

Capital Assets

Capital assets include land, buildings and building improvements, improvements other than buildings, machinery and
equipment, and infrastructure. The infrastructure asset category includes long-lived capital assets, typically stationary in
nature, such as roads, sidewalks, and bridges. At September 30, 2017, the City had investments in capital assets totaling
$735,004,346 (net of accumulated depreciation).

City of Clearwater, Florida - Capital Assets*
(amounts in thousands)

Governmental Activities Business-type Activities Total
2017 2016 2017 2016 2017 2016
Land $ 87325 $ 81390 $ 31,745 § 31845 $ 119,070 $ 113,235
Buildings 97,020 101,474 37,900 26,314 134,920 127,788
Improvements other than buildings 18,590 18,303 344,348 347,713 362,938 366,016
Machinery and equipment 26,982 23,947 8,381 9,082 35,363 33,029
Infrastructure 56,932 53,208 - - 56,932 53,208
Construction in progress 13,240 11,240 12,541 10,513 25,781 21,753
Total $ 300,089 $ 289,562 § 434,915 § 425467 $ 735004 $ 715,029

* Net of accumulated depreciation

Net capital assets for the City’'s governmental activities increased from $289.6 million to $300.1 million, reflecting an
increase of $10.5 million for the current fiscal year. Capital asset additions of $31.4 million were offset by depreciation
expense of $20.5 million, net capital asset retirements totaling approximately $405 thousand and net transfers from
business-type activities of $42 thousand. Major fiscal 2017 completed governmental capital projects included $2.2 million
for bridge maintenance and improvements, $1.8 million for recreation trails and $721 thousand for traffic calming.

Net capital assets for the City’s business-type activities increased from $425.5 million to $434.9 million, reflecting an
increase of $9.4 million for the current fiscal year. Capital asset additions of $32.4 million were offset by depreciation
expense of $22.9 million, net capital asset retirements totaling approximately $110 thousand and net transfers to
governmental activities of $42 thousand. Major fiscal 2017 completed business-type capital projects included $550
thousand for Magnolia Drive drainage outfall and $3.6 million for water & sewer upgrades and improvements.

Additional information on the City’s capital assets can be found in Note Il (C) on the notes to the financial statements.

Long-term debt and other long-term liabilities

The City’s total long-term liabilities increased from $259.5 million to $261.6 million, an increase of $2.1 million or .81%.
Long-term liabilities for governmental activities increased by $5.4 million, or 9.83%, while long-term liabilities for business-
type activities decreased by $3.3 million or 1.59%. Key factors contributing to these changes included:

e The increase in long-term liabilities for governmental activities is primarily due to an increase in lease purchase
contracts of $3.2 million; an increase in compensated absences of $359 thousand; an increase in other
postemployment benefits of $1.4 million; an increase of $1.1 million in claims payable; and a reduction of $703
thousand in bonded debt.
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o The decrease in long-term liabilities for business-type activities is primarily due to an increase in lease purchase
contracts of $704 thousand; a decrease in compensated absences of $59 thousand; an increase in other
postemployment benefits of $678 thousand; and a reduction of $4.6 million in bonded debt.

The City’s bonded debt as of September 30, 2017, consists entirely of revenue bonds (secured solely by specified revenue
sources) with no general obligation debt or special assessment debt outstanding. Governmental activities revenue bonds
totaled $7.0 million while business-type activities totaled $193.1 million.

The City’s Charter limits indebtedness to 20% of the assessed valuation of non-exempt real estate. The current debt
limitation is approximately $2.1 billion, which is significantly in excess of the City’s applicable indebtedness of
approximately $200 million at September 30, 2017.

Additional information on the City’s long-term debt can be found in Note Il (F) of the notes to the financial statements.

Economic Factors and Year 2018 Budgets and Rates

Factors considered in preparing the City of Clearwater’s budget for fiscal year 2018 included:

e Anincrease of 8.4% in property values, from $9.4 billion to $10.2 billion, including new construction. This is the
fifth year of increased valuations that the City has recognized since the recessionary years 2008-2012. City
taxable values are still approximately 8% below peak values of 2007.

e The approved millage rate of 5.1550 mills for fiscal year 2018 remains the same for the ninth consecutive fiscal
year.

e A net increase of 39.3 full-time equivalent positions City-wide to a total of 1829.6 FTE’s. 21.3 positions were
added to the General Fund, 17.6 positions were added in the utility and enterprise funds, and .4 positions were
added in the Special Programs Fund. There were no changes to internal services funds.

e A decrease of $285 thousand in the actuarially required contribution to the Employees’ Pension Plan, from $8.93
million, or 11.13% of covered payroll, for fiscal 2017 to $8.65 million, or 10.91% of covered payroll, for fiscal 2018.
The approved budget plans for a contribution rate of 13% of covered payroll, which will provide for the actuarially
required contribution of 10.91% as well as restore approximately $2.64 million to the credit balance (contributions
in excess of the actuarially required amount) to prepare us for future economic challenges.

e Anincrease in employee medical insurance costs of $403,450 to a total of $17.3 million across all City operations.
This includes a small increase to fund estimated insurance costs and to account for additional FTE'’s. Included
in the budget is $1.7 million of health clinic operating costs. Savings in claims costs should continue to offset the
cost of the health clinic.

e Budgeted Water and Sewer utility revenues for 2018 reflect a 6.25% rate increase effective October 1, 2017, per
a rate study adopted in September 2017. Fiscal 2018 budgeted Stormwater utility revenues reflect a 0.5% rate
increase effective October 1, 2017, per a rate study adopted in August 2017. Budgeted revenue for the Solid
Waste & Recycling Utility reflect an increase of 3.75% effective October 1, 2017 based upon a rate structure that
was approved in August 2015. There are no planned rate increases for the Gas Utility.

Contacting the City’s Financial Management

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in our
government and to show the City’s accountability for the money it receives. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to: City of Clearwater, Finance
Department, 100 South Myrtle Avenue, Clearwater, Florida 33756-5520.
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City of Clearwater, Florida
Statement of Net Position
September 30, 2017
Primary Government

Governmental Business-type
Activities Activities Total

ASSETS
Cash and investments $ 183,609,505 $ 186,358,878 $ 369,968,383
Receivables (net) 8,067,024 16,347,514 24,414,538
Internal balances (1,334,915) 1,334,915 -
Due from other governments 5,378,820 976,067 6,354,887
Prepaid items 2,063,155 4,400 2,067,555
Inventories 466,594 2,710,352 3,176,946
Restricted assets:

Cash and investments - 40,066,593 40,066,593
Net pension asset 60,321,788 18,016,767 78,338,555
Capital assets:

Land 87,325,195 31,745,237 119,070,432

Buildings 97,020,082 37,899,509 134,919,591

Improvements other than buildings 18,590,104 344,348,112 362,938,216

Machinery and equipment 26,981,964 8,381,302 35,363,266

Infrastructure 56,931,968 - 56,931,968

Construction in progress 13,240,050 12,540,823 25,780,873
Total assets 558,661,334 700,730,469 1,259,391,803
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows - bond refunding - 13,826,709 13,826,709
Deferred outflows - pension 3,243,712 979,871 4,223,583
Total deferred outflows of resources 3,243,712 14,806,580 18,050,292
LIABILITIES
Accounts payable and other current liabilities 6,548,903 8,322,501 14,871,404
Accrued liabilities 2,834,358 927,912 3,762,270
Accrued interest payable 30,169 48,498 78,667
Due to other governments 595,263 - 595,263
Deposits 5,300 89,900 95,200
Unearned revenue and liens 1,681,308 26,454 1,707,762
Payable from restricted assets:

Construction contracts payable - 461,342 461,342

Accrued interest payable - 2,160,813 2,160,813

Customers deposits - 7,515,076 7,515,076
Non-current liabilities due within one year:

Compensated absences 4,518,034 1,136,842 5,654,876

Capital lease purchases payable 6,578,709 257,430 6,836,139

Revenue bonds payable 725,000 9,185,000 9,910,000

Claims payable 3,856,469 - 3,856,469
Long-term debt and liabilities:

Compensated absences 3,816,522 960,324 4,776,846

Other postemployment benefits 12,223,793 5,355,295 17,579,088

Capital lease purchases payable 14,662,656 883,798 15,546,454

Revenue bonds payable 6,288,907 183,912,256 190,201,163

Claims payable 7,233,600 - 7,233,600
Total liabilities 71,598,991 221,243,441 292,842,432
DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension 26,874,581 8,118,362 34,992,943
NET POSITION
Net investment in capital assets 271,834,091 254,503,208 526,337,299
Restricted for:

Capital projects 45,239,232 - 45,239,232

Debt service 667,363 16,334,045 17,001,408

Renewal and replacement - 11,440,063 11,440,063

Grant programs 12,774,410 - 12,774,410

Impact fees - 2,155,254 2,155,254

Pensions 60,321,788 18,016,767 78,338,555
Unrestricted 72,594,590 183,725,909 256,320,499
Total net position $ 463,431,474 $ 486,175,246 $ 949,606,720

The notes to the financial statements are an integral part of this statement.
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City of Clearwater, Florida

Statement of Activities

For the Year Ended September 30, 2017

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Primary Government
Charges for Grants and Capital Grants & Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities:
General government $ 14,876,267 $ 23,380,071 $ - $ 51,900 $ 8,555,704 $ - $ 8,555,704
Public safety 66,794,715 11,787,899 2,396,666 592,507 (52,017,643) - (52,017,643)
Physical environment 3,992,892 66,729 - 1,470,737 (2,455,426) - (2,455,426)
Transportation 14,338,591 156,840 525,979 629,033 (13,026,739) - (13,026,739)
Economic environment 5,304,679 104,896 1,909,494 - (3,290,289) - (3,290,289)
Human services 455,615 - 367,907 - (87,708) - (87,708)
Culture and recreation 36,497,439 8,336,427 1,812,172 1,149,283 (25,199,557) - (25,199,557)
Interest on long-term debt 747,990 - - - (747,990) - (747,990)
Total governmental activities 143,008,188 43,832,862 7,012,218 3,893,460 (88,269,648) - (88,269,648)
Business-type activities:
Water & Sewer Utility 73,252,799 81,514,268 - 1,017,233 - 9,278,702 9,278,702
Gas Utility 30,716,158 40,601,810 - - - 9,885,652 9,885,652
Solid Waste Utility 17,625,829 22,492,147 - - - 4,866,318 4,866,318
Stormwater Ultility 13,147,863 18,511,494 - 2,540,501 - 7,904,132 7,904,132
Recycling Utility 2,864,457 2,546,010 82,541 - - (235,906) (235,906)
Marine 3,781,003 4,444,492 - 3,121 - 666,610 666,610
Aviation 470,385 310,918 - 3,349 - (156,118) (156,118)
Parking System 4,378,773 7,027,071 - - - 2,648,298 2,648,298
Clearwater Harbor Marina 823,025 799,291 - - - (23,734) (23,734)
Total business-type activities 147,060,292 178,247,501 82,541 3,564,204 - 34,833,954 34,833,954
Total primary government $ 290,068,480 $ 222,080,363 $ 7,094,759 $ 7,457,664 (88,269,648) 34,833,954 (53,435,694)
General revenues:
Taxes:
Property taxes 46,852,628 - 46,852,628
Sales taxes 18,008,997 - 18,008,997
Utility taxes 14,834,609 - 14,834,609
Communications services taxes 4,511,892 - 4,511,892
Other taxes 8,395,207 - 8,395,207
Investment earnings 698,573 782,396 1,480,969
Miscellaneous 36,392 - 36,392
Transfers 12,830,669 (12,830,669) -
Total general revenues and transfers 106,168,967 (12,048,273) 94,120,694
Change in net position 17,899,319 22,785,681 40,685,000
Net position - beginning 445,532,155 463,389,565 908,921,720

Net position - ending

The notes to the financial statements are an integral part of this statement.
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City of Clearwater, Florida
Balance Sheet
Governmental Funds
September 30, 2017

Special Capital Other Totals
General Development Improvement Governmental Governmental
Fund Fund Fund Funds Funds
ASSETS
Cash and investments $ 29,708,900 $ 11,190,738 $ 52,896,878 $ 19,384,748 $ 113,181,264
Receivables (net where applicable, of allowances
for estimated uncollectible amounts):
Accrued interest 141,444 112,088 640 53,665 307,837
Accounts and contracts 511,142 - - - 511,142
Mortgages, notes and other loans - - - 4,889,016 4,889,016
Property taxes 94,937 6,086 - - 101,023
Utility taxes 1,081,911 - - - 1,081,911
Franchise fees 902,190 - - - 902,190
Other 30,102 - 1,940 7,748 39,790
Due from other governmental entities - grants - - 511,950 56,096 568,046
Due from other governmental entities - other 1,999,073 2,018,890 592,507 200,304 4,810,774
Inventories, at cost 62,195 - - - 62,195
Advances to other funds - - - 325,440 325,440
Total assets $ 34,531,894 §$ 13,327,802 $ 54,003,915 $ 24,917,017 $ 126,780,628
LIABILITIES
Accounts and contracts payable $ 1,433,334 $ - $ 2,654,687 $ 410,760 $ 4,498,781
Accrued payroll 2,506,869 - - 41,473 2,548,342
Due to other funds - - - 316,667 316,667
Due to other governmental entities 37,083 457,523 - 100,657 595,263
Deposits 5,300 - - - 5,300
Construction escrows - - - 28,383 28,383
Unearned revenue 1,979,605 6,086 - - 1,985,691
Advances from other funds - - - 325,440 325,440
Total liabilities 5,962,191 463,609 2,654,687 1,223,380 10,303,867
FUND BALANCES
Nonspendable inventories 62,195 - - - 62,195
Restricted - 7,070,795 32,593,854 19,016,356 58,681,005
Committed - 282,920 18,704,824 3,144,491 22,132,235
Assigned 231,464 5,510,478 50,550 1,532,790 7,325,282
Unassigned 28,276,044 - - - 28,276,044
Total fund balances 28,569,703 12,864,193 51,349,228 23,693,637 116,476,761
Total liabilities and fund balances $ 34,531,894 $ 13,327,802 $ 54,003,915 $ 24917,017 $ 126,780,628

The notes to the financial statements are an integral part of this statement.
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City of Clearwater, Florida
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
September 30, 2017

Total fund balances of governmental funds

Capital assets used in governmental activities are not financial resources, therefore,
are not reported in the funds. The cost of the assets totals $567,528,575 and the
accumulated depreciation totals $267,439,212

Other assets are prepaid or are not available as financial resources and, therefore, are not recognized in the funds:

Accrued property taxes

Accrued liens

Accrued permit fees

Accrued intergovernmental revenues

The net pension asset related to governmental activities does not represent financial resources
and is not reported in the funds.

Deferred outflows are not current assets or financial resources and, therefore, are not reported in the funds
Deferred inflows are not current liabilities or financial uses and, therefore, are not reported in the funds

Accrued pollution remediation obligation expenses are not financial uses and, therefore,
are not reported in the funds.

Accrued general long-term debt interest expenses are not financial uses and, therefore,
are not reported in the funds.

The assets and liabilities of the internal service funds (funds used to charge the costs of certain activities
to individual funds) are included in the governmental activities in the statement of net position.
Net position of internal service funds
Less: Capital assets included in total governmental capital assets above
Less: Net pension asset included in total governmental net pension asset above
Less: Deferred outflows included in total governmental above
Add: Deferred inflows included in total governmental above
Add: Capital lease purchases payable included in total governmental below
Add: Compensated absences included in total governmental below
Add: Other post-employment benefits included in total governmental below
Less: Adjustment to reflect the consolidation of internal service fund activities
related to enterprise funds

Long-term liabilities, including bonds payable, are not due and payable in the current
period and accordingly are not reported in the funds.
Long-term liabilities at year-end consist of:
Bonds payable
Add: Issuance premium (to be amortized as a reduction of interest expense)
Capital lease purchases payable
Other post-employment benefits
Compensated absences

Total net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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101,023
508,788
13,600

69,709,663
(28,000,170)
(6,049,595)
(329,017)
2,725,951
19,546,717
813,084
1,537,818

(1,334,915)

(6,910,000)
(103,907)
(21,241,365)
(12,223,793)
(8,334,556)

$ 116,476,761

300,089,363

623,411

60,321,788

3,243,712
(26,874,581)

(224,726)

(30,169)

58,619,536

(48,813,621)

$ 463,431,474



REVENUES

Taxes:

Property

Sales

Utility

Communications services

Other taxes

Total taxes

Franchise fees
Licenses, permits, and fees
Intergovernmental:

Federal

State

Local

Total intergovernmental

Charges for services
Fines and forfeitures
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation
Debt service:
Principal
Interest & fiscal charges
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Other long-term debt issued
Total other financing sources (uses)

Net change in fund balances
Fund balances - beginning

Fund balances - ending

City of Clearwater, Florida

Governmental Funds
For the Year Ended September 30, 2017

Statement of Revenues, Expenditures, and Changes in Fund Balances

Special Capital Other Total
General Development Improvement Governmental Governmental

Fund Fund Fund Funds Funds
$ 44,620,095 $ 2,232,186 $ - $ - $ 46,852,281
- 11,013,554 - - 11,013,554
14,834,609 - - - 14,834,609
4,511,892 - - - 4,511,892
1,913,492 1,545,537 - - 3,459,029
65,880,088 14,791,277 - - 80,671,365
9,393,528 - - - 9,393,528
2,893,783 999,446 - - 3,893,229
- - 263,666 1,447,278 1,710,944
13,569,493 - 223,634 1,272,740 15,065,867
9,346,060 1,341,676 592,507 2,179,378 13,459,621
22,915,553 1,341,676 1,079,807 4,899,396 30,236,432
16,065,232 - - 1,238,939 17,304,171
1,421,063 - - 305,736 1,726,799
166,528 188,501 2,225 103,096 460,350
2,354,460 - 250,500 1,446,023 4,050,983
121,090,235 17,320,900 1,332,532 7,993,190 147,736,857
16,174,944 - 91,254 11,193 16,277,391
68,852,698 - 1,036,241 1,863,095 71,752,034
3,616,310 - 525,282 43,270 4,184,862
5,984,559 - 3,356,076 285,239 9,625,874
2,043,750 - - 2,782,635 4,826,385
114,538 - - 351,308 465,846
29,144,534 - 3,189,937 1,533,529 33,868,000
- - - 1,087,535 1,087,535
- - - 413,760 413,760
- - 12,807,767 206,908 13,014,675
125,931,333 - 21,006,557 8,578,472 155,516,362
(4,841,098) 17,320,900 (19,674,025) (585,282) (7,779,505)
11,445,884 21,632 27,867,562 6,077,652 45,412,730
(11,689,259) (16,830,480) (4,518,840) (5,619,667) (38,658,246)
- - 1,076,592 - 1,076,592
(243,375) (16,808,848) 24,425,314 457,985 7,831,076
(5,084,473) 512,052 4,751,289 (127,297) 51,571
33,654,176 12,352,141 46,597,939 23,820,934 116,425,190
$ 28,569,703 $ 12,864,193 $ 51,349,228 $ 23,693,637 $ 116,476,761

The notes to the financial statements are an integral part of this statement.
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City of Clearwater, Florida
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended September 30, 2017

Net change in fund balances - total governmental funds $ 51,571
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlays as expenditures while governmental activities report
depreciation expense to allocate those costs over the life of the assets. This is the amount by
which capital outlays exceeded depreciation in the current period.

Expenditures for capital assets $ 19,345,102
Less current year depreciation (12,307,732)
7,037,370
In the Statement of Activities, capital assets donated from enterprise funds are reported as transfers
in. Governmental funds do not report capital assets. 30,278
In the Statement of Activities, capital assets donated to enterprise funds are reported as transfers
out. Governmental funds do not report capital assets. (8,200)
In the Statement of Activities the loss on disposition of capital assets is reported. The loss is not
a use of current resources and thus is not reported in the funds. (323,453)
Loan proceeds provide current financial resources to governmental funds; however issuing debt
increases long-term liabilities in the Statement of Net Position. In the current year these amounts are:
Capital lease proceeds (1,076,592)
Deferred outflows and deferred inflows are not current resources or uses of current financial resources
and consequently are not reported in the funds:
Current year change in deferred outflows (10,350,883)
Current year change in deferred inflows (20,171,629)
Repayment of long term debt principal is an expenditure in the governmental funds, however the
repayment reduces long-term liabilities in the Statement of Net Position. Current year amounts are:
Revenue bond principal payments 685,000
Capital lease principal payments 402,535
1,087,535
Net pension asset is not a current financial resource and consequently is not reported in the
funds. However it is an asset in the Statement of Net Position.
Current year change in the net pension asset 36,206,595
Liability for other post-employment benefits (OPEB) does not require the use of current financial resources
and consequently is not reported in the funds. However, it is a liability in the Statement of Net Position.
Current year change in the liability for other post-employment benefits (1,203,338)
Some expenses reported in the Statement of Activities do not require the use of current financial
resources and therefore are not reported as expenditures in the governmental funds:
Current year change in compensated absences (268,317)
Amortization of bond discounts and premiums 18,016
Current year change in pollution remediation obligation 7,587
Current year change in accrued interest expense 3,068
(239,646)
Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds:
Current year change in accrued property taxes receivable 347
Current year change in accrued liens receivable 95,257
Current year change in deferred permit fees (74,994)
The net revenues of internal service funds (funds used to charge the costs of certain activities
to individual funds) for governmental activities are reported in the Statement of Activities but not
in the governmental funds. 6,839,101
Total change in net position of governmental activities $ 17,899,319

The notes to the financial statements are an integral part of this statement.
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City of Clearwater, Florida
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Budget and Actual (Non-GAAP Budgetary Basis)

General Fund
For the Year Ended September 30, 2017

REVENUES
Taxes:
Property
Utility taxes
Communications services
Other taxes
Total taxes
Franchise fees
Licenses, permits, and fees
Intergovernmental:
State
Local
Total intergovernmental
Charges for services
Fines and forfeitures
Investment earnings
Miscellaneous
Total revenues

EXPENDITURES

General government
City Council
City Manager's Office
City Attorney's Office
Official Records & Legislative Services
Public Communications
Finance
Human Resources
Non-Departmental
Engineering
Planning
City Auditor's Office

Total general government

Public safety
Police
Fire
Development & Neighborhood Services
Total public safety

Physical environment
Engineering
Parks and Recreation
Total physical environment

Transportation

Engineering
Parks and Recreation
Total transportation

Economic environment
CRA Administration
Economic Development
Total economic environment

Human Services

Human Resources / Equity Services
Total human services
Culture and recreation
Parks and Recreation
Library
Marine
Total culture and recreation

Total expenditures (budgetary basis)

Excess (deficiency) of revenues over (under) expenditures (budgetary basis)

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Total other financing sources (uses) (budgetary basis)

Excess (deficiency) of revenues and other financing sources
over (under) expenditures and other financing uses (budgetary basis)

Encumbered purchase orders, beginning of year
Encumbered purchase orders, end of year

Excess (deficiency) of revenues and other financing sources
over (under) expenditures and other financing uses (GAAP basis)

Fund balances - beginning
Fund balances - ending

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

Variance with

Budgeted Amounts Actual Final Budget
Original Final Amounts Positive (Negative)
$ 44,384,830 $ 44,564,200 $ 44,620,095 $ 55,895
14,717,600 14,717,600 14,834,609 117,009
4,965,400 4,465,400 4,511,892 46,492
2,135,000 2,135,000 1,913,492 (221,508)
66,202,830 65,882,200 65,880,088 (2,112)
10,280,100 9,480,100 9,393,528 (86,572)
2,372,250 2,662,250 2,893,783 231,533
13,236,070 13,567,117 13,569,493 2,376
8,703,750 9,303,750 9,346,060 42,310
21,939,820 22,870,867 22,915,553 44,686
15,988,040 16,021,540 16,065,232 43,692
950,400 1,250,400 1,421,063 170,663
525,000 525,000 166,528 (358,472)
1,461,180 1,911,180 2,354,460 443,280
119,719,620 120,603,537 121,090,235 486,698
317,360 317,360 302,865 14,495
993,950 992,450 886,271 106,179
1,651,920 1,651,920 1,488,097 163,823
1,060,210 1,060,210 981,449 78,761
997,000 997,000 998,626 (1,626)
2,472,950 2,472,950 2,262,180 210,770
1,029,640 1,029,640 946,019 83,621
2,072,280 6,405,912 6,383,032 22,880
61,709 61,709 61,657 52
1,901,810 1,901,810 1,621,946 279,864
216,330 216,330 213,129 3,201
12,775,159 17,107,291 16,145,271 962,020
39,635,920 39,729,393 39,601,808 127,585
25,362,720 25,150,294 25,569,634 (419,340)
3,721,460 3,721,460 3,630,984 90,476
68,720,100 68,601,147 68,802,426 (201,279)
2,746,059 2,746,059 2,743,740 2,319
984,670 984,670 934,534 50,136
3,730,729 3,730,729 3,678,274 52,455
4,737,962 4,737,962 4,691,684 46,278
1,264,120 1,264,120 1,246,687 17,433
6,002,082 6,002,082 5,938,371 63,711
395,140 395,140 407,119 (11,979)
1,702,420 1,702,420 1,687,201 15,219
2,097,560 2,097,560 2,094,320 3,240
196,490 196,490 114,538 81,952
196,490 196,490 114,538 81,952
21,021,310 20,830,894 21,185,048 (354,154)
6,846,090 6,846,090 6,685,914 160,176
1,179,360 1,212,860 1,166,191 46,669
29,046,760 28,889,844 29,037,153 (147,309)
122,568,880 126,625,143 125,810,353 814,790
(2,849,260) (6,021,606) (4,720,118) 1,301,488
10,276,910 11,473,540 11,445,884 (27,656)
(9,079,650) (11,884,136) (11,689,258) 194,878
1,197,260 (410,596) (243,374) 167,222
(1,652,000) (6,432,202) (4,963,492) 1,468,710
- - (352,445) (352,445)
- - 231,464 231,464
(1,652,000) (6,432,202) (5,084,473) 1,347,729
33,654,176 33,654,176 33,654,176 -
$ 32,002,176 $ 27,221,974 $ 28,569,703 $ 1,347,729
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City of Clearwater, Florida
Statement of Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual (GAAP Basis)
Special Development Fund
For the Year Ended September 30, 2017

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
REVENUES
Taxes:
Property $ 2,220,420 $ 2,230,150 $ 2,232,186 $ 2,036
Sales 10,442,200 10,842,200 11,013,554 171,354
Other taxes 1,535,350 1,535,350 1,545,537 10,187
Total taxes 14,197,970 14,607,700 14,791,277 183,577
Licenses, permits, and fees 270,000 1,014,200 999,446 (14,754)
Intergovernmental:
Local - - 1,341,676 1,341,676
Investment earnings 575,000 575,000 188,501 (386,499)
Total revenues 15,042,970 16,196,900 17,320,900 1,124,000
EXPENDITURES
Total expenditures - - - -
Excess of revenues over expenditures 15,042,970 16,196,900 17,320,900 1,124,000
OTHER FINANCING SOURCES (USES)
Transfers in - 21,632 21,632 -
Transfers out (17,594,120) (17,594,120) (16,830,480) 763,640
Total other financing sources (uses) (17,594,120) (17,572,488) (16,808,848) 763,640
Excess of revenues and other
sources over expenditures and other uses (2,551,150) (1,375,588) 512,052 1,887,640
Fund balances - beginning 12,352,141 12,352,141 12,352,141 -
Fund balances - ending $ 9,800,991 $ 10,976,553 $ 12,864,193 $ 1,887,640

The notes to the financial statements are an integral part of this statement.
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ASSETS
Current assets:
Cash and investments
Accrued interest receivable
Accounts and contracts receivable:
Billed
Unbilled charges estimated

Less: Allowance for uncollectable accounts
Total receivables, net

Other receivables

Due from other funds

Due from other governmental entities

Inventories, at cost

Prepaid expenses and other assets
Total current assets - unrestricted

Current assets - restricted:
Restricted cash and investments

Total current assets - restricted
Total current assets

Noncurrent assets:
Restricted:
Restricted cash and investments
Net pension asset
Capital assets:
Land and other nondepreciable assets

City of Clearwater, Florida

Statement of Net Posit
Proprietary Funds
September 30, 2017

Capital assets, net of accumulated depreciation

Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows - bond refunding
Deferred outflows - pension

Total deferred outflows of resources

ion
Business-type
Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
55,499,819 $ 42,304,489 $ 36,618,273
195,183 106,415 85,747
4,517,118 1,632,287 1,288,650
3,289,100 1,768,000 1,041,770
7,806,218 3,400,287 2,330,420
(122,485) (64,768) (33,109)
7,683,733 3,335,519 2,297,311
- 26,652 -
312,163 - -
927,935 1,734,439 -
4,400 - -
64,623,233 47,507,514 39,001,331
11,398,657 3,065,489 1,122,753
11,398,657 3,065,489 1,122,753
76,021,890 50,573,003 40,124,084
20,958,217 300,000 -
6,871,222 3,489,972 4,543,021
10,903,263 525,788 1,777,794
246,876,115 63,731,014 1,834,525
285,608,817 68,046,774 8,155,340
361,630,707 118,619,777 48,279,424
12,323,168 420,382 -
373,703 189,808 247,079
12,696,871 610,190 247,079

The notes to the financial statements are an integral part of this statement.
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Activities

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds

33,621,085 $ 18,315,212 § 186,358,878 $ 70,428,241

82,941 59,700 529,986 151,169
993,532 18,409 8,449,996 -
1,489,400 - 7,588,270 -
2,482,932 18,409 16,038,266 -
(27,028) - (247,390) -
2,455,904 18,409 15,790,876 -
- - 26,652 82,946
- - - 316,667
663,904 - 976,067 -
- 47,978 2,710,352 404,399
- - 4,400 2,063,155
36,823,834 18,441,299 206,397,211 73,446,577
1,846,165 - 17,433,064 -
1,846,165 - 17,433,064 -
38,669,999 18,441,299 223,830,275 73,446,577
1,375,312 - 22,633,529 -
1,933,696 1,178,856 18,016,767 6,049,595
28,126,347 2,952,868 44,286,060 1,471,431
48,791,290 29,395,979 390,628,923 26,528,739
80,226,645 33,527,703 475,565,279 34,049,765
118,896,644 51,969,002 699,395,554 107,496,342
1,083,159 - 13,826,709 -
105,167 64,114 979,871 329,017
1,188,326 64,114 14,806,580 329,017
(Continued)
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City of Clearwater, Florida
Statement of Net Position
Proprietary Funds
September 30, 2017

Business-type

Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
LIABILITIES
Current liabilities:
Accounts and contracts payable 3,197,339 2,626,667 791,700
Accrued payroll 335,462 178,749 234,729
Accrued interest payable 21,557 19,766 7,175
Deposits - - -
Unearned revenue and liens - - -
Current portion of long-term liabilities:
Compensated absences 403,130 345,491 190,192
Revenue bonds 1,164,167 595,833 -
Capital lease purchases payable 109,344 85,781 -
Claims payable - - -
Total current liabilities (payable from current assets) 5,230,999 3,852,287 1,223,796
Current liabilities (payable from restricted assets):
Construction contracts payable 461,342 - -
Accrued interest payable 1,713,274 22,207 -
Current portion of long-term liabilities, revenue bonds 5,820,833 54,167 -
Customer deposits 3,403,208 2,989,115 1,122,753
Total current liabilities payable from restricted assets 11,398,657 3,065,489 1,122,753
Total current liabilities 16,629,656 6,917,776 2,346,549
Noncurrent liabilities:
Compensated absences 340,536 291,847 160,660
Other postemployment benefits 1,845,980 1,021,169 1,310,873
Revenue bonds (net of unamortized premiums/discounts) 143,877,234 9,905,000 -
Capital lease purchases payable 307,817 335,709 -
Claims payable - - -
Total non-current liabilities 146,371,567 11,553,725 1,471,533
Total liabilities 163,001,223 18,471,501 3,818,082
DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension 3,096,176 1,572,583 2,047,087
Total deferred inflows of resources 3,096,176 1,572,583 2,047,087
NET POSITION
Net investment in capital assets 118,823,151 53,700,694 3,612,319
Restricted for:
Revenue bond debt service and sinking fund requirements 13,483,733 54,167 -
Revenue bond renewal and replacement requirements 11,140,063 300,000 -
Water and sewer impact fees 2,155,254 - -
Pensions 6,871,222 3,489,972 4,543,021
Unrestricted 55,756,756 41,641,050 34,505,994
Total net position $ 208,230,179 $ 99,185,883 $ 42,661,334

The notes to the financial statements are an integral part of this statement.
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Activities

31

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds
1,274,271 432,524 8,322,501 1,797,013
94,126 84,846 927,912 286,016
- - 48,498 -
- 89,900 89,900 -
- 26,454 26,454 319,028
137,689 60,340 1,136,842 440,760
129,167 - 1,889,167 -
58,351 3,954 257,430 6,054,157
- - - 3,856,469
1,693,604 698,018 12,698,704 12,753,443
- - 461,342 -
425,332 - 2,160,813 -
1,420,833 - 7,295,833 -
- - 7,515,076 -
1,846,165 - 17,433,064 -
3,539,769 698,018 30,131,768 12,753,443
116,311 50,970 960,324 372,324
510,673 666,600 5,355,295 1,537,818
30,130,022 - 183,912,256 -
224,722 15,550 883,798 13,492,560
- - - 7,233,600
30,981,728 733,120 191,111,673 22,636,302
34,521,497 1,431,138 221,243,441 35,389,745
871,324 531,192 8,118,362 2,725,951
871,324 531,192 8,118,362 2,725,951
46,037,701 32,329,343 254,503,208 8,453,453
2,796,145 - 16,334,045 -
- - 11,440,063 -
- - 2,155,254 -
1,933,696 1,178,856 18,016,767 6,049,595
33,924,607 16,562,587 182,390,994 55,206,615
$ 84,692,149 $ 50,070,786 484,840,331 69,709,663
Adjustment to reflect consolidation of internal
service fund activities related to enterprise 1,334,915
funds
Net position of business-type activities 486,175,246



City of Clearwater, Florida

Statement of Revenues, Expenses, and Changes in Net Position

Operating revenues:
Sales to customers
Service charges to customers
User charges to customers
Billings to departments
Rentals
Other

Total operating revenues

Operating expenses:
Personal services
Purchases for resale
Operating materials and supplies
Transportation
Utility service
Dumping charges
Depreciation
Interfund administrative charges
Other current charges:
Professional fees
Advertising
Communications
Printing and binding
Insurance
Repairs and maintenance
Rentals
Miscellaneous
Data processing charges
Taxes
Total other current charges
Total operating expenses

Operating income

Proprietary Funds
For the Year Ended September 30, 2017

Business-type

Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
78,160,151 38,319,205 22,376,563
557,802 1,873,633 91,115
- - 2,123,308
108,859 - -
2,687,456 408,972 529,712
81,514,268 40,601,810 25,120,698
11,358,189 5,456,900 7,309,642
7,531,079 12,035,123 18,908
3,542,496 1,210,109 499,003
1,390,044 658,844 5,120,071
2,846,663 108,262 102,896
2,479 - 4,262,893
16,083,185 2,483,019 245,692
6,877,930 2,612,960 1,533,000
2,173,513 880,223 246,745
54,724 1,476,757 173,531
208,863 109,335 88,354
12,282 11,494 16,768
757,660 228,070 319,060
9,612,870 268,498 173,232
2,803,016 11,923 3,696
260,667 346,911 100,771
744,220 485,810 209,340
- 2,026,211 -
16,627,815 5,845,232 1,331,497
66,259,880 30,410,449 20,423,602
15,254,388 10,191,361 4,697,096

The notes to the financial statements are an integral part of this statement.
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Activities

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds
18,174,361 9,126,396 $ 166,156,676 -
71,284 - 2,593,834 -
- 253,043 2,376,351 -
- - - 53,897,839
- 2,639,524 2,748,383 47,175
325,076 240,545 4,191,761 206,560
18,570,721 12,259,508 178,067,005 54,151,574
3,004,852 2,962,294 30,091,877 9,522,265
- 1,730,243 21,315,353 3,834,497
303,952 362,539 5,918,099 1,016,612
998,668 124,996 8,292,623 237,730
37,801 520,949 3,616,571 535,460
106,854 - 4,372,226 -
3,134,322 893,958 22,840,176 8,199,730
1,727,510 1,478,440 14,229,840 253,820
614,102 359,851 4,274,434 7,024,397
6,997 14,707 1,726,716 -
38,367 79,015 523,934 1,045,520
2,452 13,838 56,834 19,315
88,690 84,870 1,478,350 18,604,348
1,769,134 140,667 11,964,401 2,212,462
2,475 33,311 2,854,421 508,064
78,360 564,493 1,351,202 295,254
262,390 119,200 1,820,960 488,560
- 1,355 2,027,566 16,592
2,862,967 1,411,307 28,078,818 30,214,512
12,176,926 9,484,726 138,755,583 53,814,626
6,393,795 2,774,782 39,311,422 336,948
(Continued)

33



City of Clearwater, Florida
Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds

For the Year Ended September 30, 2017

Nonoperating revenues (expenses):
Investment earnings (loss)
Interest expense
Bond issuance costs
Gain (loss) on disposal of capital assets
Total nonoperating revenue (expenses)

Income before contributions and transfers

Capital grants and contributions
Transfers in
Transfers out

Change in net position

Total net position - beginning

Total net position - ending

$

Business-type

Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
382,536 171,488 130,492
(6,521,377) (385,624) (8,069)
(634,364) - -
(21,627) (2,232) -
(6,794,832) (216,368) 122,423
8,459,556 9,974,993 4,819,519
1,025,433 - -
(4,565,839) (4,533,335) (1,588,546)
4,919,150 5,441,658 3,230,973
203,311,029 93,744,225 39,430,361
208,230,179 $ 99,185,883 $ 42,661,334

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds

Change in net position of business-type activities (page 21)

The notes to the financial statements are an integral part of this statement.
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Activities

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds
114,729 (16,849) 782,396 267,429
(980,696) (102) (7,895,868) (365,420)
- - (634,364) -
(8,651) 322,264 289,754 721,892
(874,618) 305,313 (7,458,082) 623,901
5,519,177 3,080,095 31,853,340 960,849
2,481,274 6,470 3,513,177 51,900
- 16,978 16,978 6,416,176
(1,339,377) (798,472) (12,825,569) (362,069)
6,661,074 2,305,071 22,557,926 7,066,856
78,031,075 47,765,715 62,642,807
84,692,149 $ 50,070,786 69,709,663
227,755
$
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City of Clearwater, Florida
Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2017

Business-type

Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
CASH FLOWS FROM OPERATING
ACTIVITIES
Cash received from customers $ 80,573,196 $ 40,066,123 $ 24,938,214
Cash received from other funds - - -
Cash payments to suppliers (27,725,296) (17,907,411) (5,307,526)
Cash payments to employees (11,929,738) (6,387,158) (7,634,244)
Cash payments to other funds (10,632,786) (4,223,078) (7,398,056)
Net cash provided by operating activities 30,285,376 11,548,476 4,598,388

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers from other funds - - -
Transfers to other funds (4,565,839) (4,533,335) (1,588,546)
Receipt of cash on loans to/from other funds - - -
Payment of cash on loans to/from other funds - - -
Net cash provided (used) by noncapital financing activities (4,565,839) (4,533,335) (1,588,546)

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Principal payments on debt (110,317,573) (875,361) -
Interest paid (7,329,244) (305,366) (7,471)
Acquisition of capital assets (6,152,228) (5,992,572) (741,400)
Proceeds from issuance of debt 98,504,800 419,661 -
Payment of bond issuance costs (634,364) - -
Capital contributed by:
Other governmental entities 376,070 - -
Property owners 6,154 - -
Developers 748,358 - -
Net cash provided (used) by capital
and related financing activities (24,798,027) (6,753,638) (748,871)
CASH FLOWS FROM INVESTING
ACTIVITIES
Investment earnings 409,233 187,188 143,886
Net cash provided (used) by investing activities 409,233 187,188 143,886
Net increase (decrease) in cash and cash equivalents 1,330,743 448,691 2,404,857
Cash and cash equivalents at beginning of year 86,525,950 45,221,287 35,336,169
Cash and cash equivalents at end of year $ 87,856,693 $ 45,669,978 $ 37,741,026

Cash and cash equivalents classified as:

Cash and investments $ 55,499,819 $ 42,304,489 $ 36,618,273
Restricted cash and investments 32,356,874 3,365,489 1,122,753
Total cash and cash equivalents $ 87,856,693 $ 45,669,978 $ 37,741,026

The notes to the financial statements are an integral part of this statement.
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Activities

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds
18,453,205 $ 12,263,221 $ 176,293,959 $ -

- - - 54,163,427
(2,066,015) (3,494,735) (56,500,983) (32,873,660)
(3,099,744) (3,027,747) (32,078,631) (9,891,579)
(3,136,456) (1,999,766) (27,390,142) (3,436,109)
10,150,990 3,740,973 60,324,203 7,962,079

- 16,978 16,978 6,416,176
(1,339,377) (798,472) (12,825,569) (362,069)

- - - 808,320

- - - (91,654)
(1,339,377) (781,494) (12,808,591) 6,770,773
(1,549,635) (976) (112,743,545) (5,571,055)

(825,449) (102) (8,467,632) (365,420)
(6,618,282) (11,220,428) (30,724,910) (11,217,100)
271,792 20,480 99,216,733 8,103,409

- - (634,364) -
2,051,386 13,247 2,440,703 -

- - 6,154 -

- - 748,358 -
(6,670,188) (11,187,779) (50,158,503) (9,050,166)

128,444 (1,117) 867,634 289,779
128,444 (1,117) 867,634 289,779
2,269,869 (8,229,417) (1,775,257) 5,972,465
34,572,693 26,544,629 228,200,728 64,455,776
36,842,562 $ 18,315,212 $§  226,425471 $ 70,428,241
33,621,085 $ 18,315,212 $ 186,358,878 $ 70,428,241

3,221,477 - 40,066,593 -
36,842,562 $ 18,315,212 $§  226,425471 $ 70,428,241
(Continued)
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City of Clearwater, Florida
Statement of Cash Flows
Proprietary Funds
For the Year Ended September 30, 2017

Business-type

Enterprise
Water Solid Waste
and Sewer Gas & Recycling
Utility Utility Utility
Reconciliation of operating income to
net cash provided by operating activities:
Operating income $ 15,254,388 $ 10,191,361 $ 4,697,096
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation 16,083,185 2,483,019 245,692
Capitalized labor and materials (96,630) (963,568) -
Change in assets, deferred outflows, liabilities and deferred inflows:
(Increase) decrease in accounts receivable (1,163,696) (658,226) (219,012)
(Increase) decrease in inventory 3,953 65,644 -
(Increase) decrease in prepaid expenses - - 1,208
(Increase) decrease in net pension asset (4,621,475) (2,331,879) (3,085,327)
(Increase) decrease in deferred outflows 1,375,143 710,439 886,064
Increase (decrease) in accounts and contracts payable 474,007 418,932 161,478
Increase (decrease) in accrued payroll (2,255) 3,881 42,851
Increase (decrease) in deposits 222,624 122,539 36,528
Increase (decrease) in unearned revenue - - -
Increase (decrease) in other postemployment benefits 184,258 203,644 124,439
Increase (decrease) in deferred inflows 2,571,874 1,302,690 1,707,371
Total adjustments 15,030,988 1,357,115 (98,708)
Net cash provided by operating activities $ 30,285,376 11,548,476 $ 4,598,388
Non-cash investing, capital and financing activities:
Contributions from developers $ 210,712 $ - $ -

Contributions from other governments - - -

The notes to the financial statements are an integral part of this statement.
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$

$

Activities

Funds Governmental
Activities -
Stormwater Other Internal Service
Utility Funds Total Funds
6,393,795 $ 2,774,782 $ 39,311,422 § 336,948
3,134,322 893,958 22,840,176 8,199,730
- - (1,060,198) -
(117,516) 4,723 (2,153,727) 11,328
- (14,135) 55,462 (1,456)
- - 1,208 (603,164)
(1,302,891) (788,677) (12,130,249) (4,117,366)
385,191 239,192 3,596,029 1,173,005
835,281 148,108 2,037,806 451,812
49,926 (73,573) 20,830 108,824
- 11,362 393,053 -
- (12,372) (12,372) (63,805)
48,567 117,