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AGENDA
CITY COMMISSION MEETING
June 29, 2026 at 5:00 PM

1. CALLTO ORDER
a. Invocation
b.  Pledge of Allegiance
c. Rollcall

2. PUBLIC COMMENTS
a.  Public Comments - (Speakers limited to three minutes - no action taken on items)

b. Commission and Staff Response

3. REGULAR BUSINESS
a.  Annual Financial Report for the year ended Sept. 30, 2025
b.  PowerPoint for the Annual Financial Report for the year ended Sept. 30, 2025

4. COMMISSIONER COMMENTS

5.  ADJOURN

Upcoming Events Board Vacancies
Board of Zoning Appeals - 3 vacancies
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Annual Financial Report for the year ended Sept. 30, 2025
City of Palatka, Florida Annual Financial Report for the Year Ended September 30, 2025

STAFF REPORT

DATE: June 29, 2026
TO: City of Palatka City Commission
FROM: City Staff

APPLICATION REQUEST

BACKGROUND

The City's independent auditor, HCT Certified Public Accountants and Consultants, LLC, has
completed the audit of the City of Palatka's financial statements for the fiscal year ended
September 30, 2025, including the primary government and its component units (the
Community Redevelopment Agency and the Palatka Gas Authority). The audit resulted in an
unmodified ("clean") opinion. The Annual Financial Report, the Independent Auditor's Reports,
and the Management Letter are presented for the Commission's acceptance.

PROJECT ANALYSIS
N/A

Staff Recommendation

Accept the City's FY2025 Annual Financial Report, the Independent Auditor's Reports, and the
Management Letter for the fiscal year ended September 30, 2025, as presented by the City's
independent auditor.

ATTACHMENTS
|1. |CITY OF PALATKA FLORIDA -FY2025 Annual Financial Report
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CITY OF PALATKA, FLORIDA

Annual Financial Report

For the Year Ended September 30, 20%
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HCT Certified Public Accountants & Consultants, LLC

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Commission of
City of Palatka, Florida

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, the
aggregate remaining fund information of the City of Palatka, Florida (the “City”) as of and for the
year ended September 30, 2025, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in‘the table of contents.

In our opinion, the financial statements referred to above present Yin all material respects,
the respective financial position of the governmental activitieSjth@ business-type activities, the

aggregate discretely presented component units, each R‘ e aggregate remaining fund
m

information of the City of Palatka, Florida, as of Se 2025, and the respective changes
in financial position, and where applicable, ¢ ereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordan auditing standards generally accepted in the United
States of America (“GAAS”) ang th tandards applicable to financial audits contained in
Government Auditing Stana’ard éd by the Comptroller General of the United States
(“Government Auditing ). Our responsibilities under those standards are further
described in the Audltor Res i

Cl D
in accordance with‘h evant ethical requirements relating to our audit. We believe that the
audit evidence we havg obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
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.

West Palm Beach Miami Hollywood
Phone (561) 655-2664 Phone (305) 331-8768 Phone (954) 966-4435
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. tatements are considered
material if there is a substantial likelihood that, individually omein t regate, they would
influence the judgment made by a reasonable user based on the fi atements.

In performing an audit in accordance with generally acce
Auditing Standards, we:

ing standards and Government

e Exercise professional judgment and maintaimygrofessional skepticism throughout the audit.
e Identify and assess the risks of mater@ll misstatément of the financial statements, whether

due to fraud or error, and design erform audit procedures responsive to those risks.
Such procedures include examifting, on“a, test basis, evidence regarding the amounts and
disclosures in the financial st ts.

e Obtain an understanding @f,interhal control relevant to the audit in order to design audit
procedures that are appro e circumstances, but not for the purpose of expressing

engss of the City’s internal control. Accordingly, no such opinion

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the

management’s discussion and analysis and the budgetary comparison information on pages 5—17
and 18-28 be presented to supplement the basic financial statements. Such information is the
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responsibility of management and, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on financial statements that
collectively comprise the City’s basic financial statements. Themacco ing combining and
individual nonmajor fund financial statements and schedule of ex s of federal awards, as
required by Title 2 U.S. Code of Federal Regulations 0, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements | Awards, are presented for
purposes of additional analysis and are not a required,p e basic financial statements. Such
information is the responsibility of management \/ ived from and relates directly to the
underlying accounting and other records used to“pfcpare the basic financial statements. The
information has been subjected to the auditingfprocedures applied in the audit of the basic financial

statements and certain additional pro es, ncluding comparing and reconciling such
information directly to the underlyin ing and other records used to prepare the basic
financial statements or to the ba ial statements themselves, and other additional
procedures in accordance with standards generally accepted in the United States of
America. In our opinion, the comB individual nonmajor fund financial statements and the
schedule of expenditures o wards are fairly stated, in all material respects, in relation to

Other Informatio

Management is responsible for the other information included in the annual report. The other
information comprises the introductory and statistical sections but does not include the basic
financial statements and our auditor’s report thereon. Our opinions on the basic financial
statements do not cover the other information, and we do not express an opinion or any form of
assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information
and the basic financial statements, or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement
of the other information exists, we are required to describe it in our report.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 29,
2026 on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the City’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering City’s internal control over financial reporting and compliance.

HCT Certified Public Accountants & Consultants, LLC
Hollywood, Florida

June 29, 2026 V

N
<</\

v
&
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City of Palatka, Florida
Management’s Discussion and Analysis
September 30, 2025

As management of the City of Palatka, we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended
September 30, 2025.

Financial Highlights

e The net position of the City at the close of the fiscal year was $91,116,856. The total
unrestricted net position of the City ended the fiscal year at a positive $6,776,710.

e The City’s total net position decreased by $592,344. Governmental net position increased
by $1,303,980 or 4.00% and the Enterprise funds net position decreased by $1,896,318 or
3.22%.

e The total net position of each Enterprise fund was: Water $33,842,808, Sanitation
$3,394,497, Golf Course $1,151,542, and Airport $19,127,34

e As of September 30, 2025, the City’s governmental funds epwnbined ending fund
balances of $8,586,170, a decrease of $2,082,939 or 19.5 v

e Atthe end of the fiscal year, unassigned fund balance fogtheiGeneral Fund was $4,339,458

or 24.36% of total General Fund expenditures. edevelopment Agency fund
balance was $3,121,420. Better Place Plan fundx e was $159,366. Special Revenues

fund balance was a deficit of ($4,881).
e Net positions of the General, Police Of , and Firefighters’ Pension Trust Funds

changed are $24,964,218, $15,025,403, and 443,033 respectively.
Overview of Financial Statements

This discussion and analysis are intend€d to serve as an introduction to the City’s basic financial
statements. The City’s basic ial9statements are comprised of three components: 1)
government-wide financial stage fund financial statements, and 3) notes to the financial
statements. This report @ ontaths other supplementary information in addition to the basic
financial statements the

Government-wide

The Government-wide Financial Statements are designed to provide readers with a broad overview
of the City’s finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the City of Palatka’s assets and
deferred outflows of resources, and liabilities and deferred inflows of resources, with the difference
between the two reported as net position. The City has deferred outflows or deferred inflows that
are pension related in the government-wide statements. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the City is improving
or deteriorating.

The Statement of Activities presents information showing how the City’s net position changed

during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash flows.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (i.e. uncollected taxes and earned but unused vacation leave).

The Government-wide Financial Statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the City include general government,
public safety, streets and drainage, economic development and culture and recreation. The
business type activities of the City include the utility (water and wastewater), the airport, the golf
course, sanitation, and the component unit, the gas authority.

The government-wide financial statements include not only the City of Palatka, but also the Palatka
Gas Authority, an independent component unit of the City. Financial information for this
component unit is reported separately from the financial informatiwed for the primary
government itself.

The government-wide financial statements can be found ages, 18and 19 of this report.

Fund Financial Statements \

A fund is a grouping of related accounts that is used$@ maintain control over resources that have
been segregated for specific activities o bjewe v The City, like other state and local
governments, uses fund accounting to nd demonstrate compliance with finance-related
legal requirements. All of the funds f Palatka can be divided into three categories:
governmental funds, proprietary fun fiduciary funds.

Governmental Funds

Governmental funds are account for essentially the same functions reported as
governmental activities in government-wide financial statements. However, unlike the
government-wide 1 atements, governmental fund financial statements focus on near-term
inflows and outflows Spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financial 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.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

The City maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General fund, the Downtown Redevelopment
Agency fund, the Better Place Plan fund, and the Special Revenues fund, which are considered
major funds.

The City adopts an annual appropriated budget for each governmental fund. Budgetary
comparison schedules have been provided for the General fund, the Downtown Redevelopment
Agency and the Special Revenue fund in the required supplementary information section and for
the Better Place Plan fund in the supplementary information section.

The basic governmental fund financial statements can be found on pages 20-23 of this report.

Proprietary Funds V

The City maintains several enterprise funds. Enterprise funds are uSedto report the same functions
presented as business-type activities in the government-wide fi | statements. The City uses
enterprise funds to account for its Water, Golf Course, Ai , Sanitation operations, as does
the independent Component Unit Gas Authority.

Proprietary funds provide the same type of infofmation as the government-wide financial
statements, only in more detail. The pr ietanu d financial statements provide separate
information for the funds listed above, allof Which are considered to be major funds of the City.

The proprietary fund financial statem can be found on pages 24-26 of this report.

Fiduciary Funds v

Fiduciary funds are use t for resources held for the benefit of parties outside the
government. Fiduciasfy fu e not reflected in the government-wide financial statement because
the resources of thos sare not available to support the City’s own programs. The accounting
used for fiduciary funds uch like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 27-28 of this report.
Notes to the Financial Statements
The notes provide additional information that is essential to the full understanding of the data

provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 29-65 of this report.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents
required supplementary information concerning budgetary comparisons and the City’s net
liabilities, contributions and investment returns relating to its pension plans and the City's total
liability for other postemployment benefits (OPEB) to its employees. Required supplementary
information can be found on pages 73-82 of this report.

Supplementary information can be found beginning on page 84 of this report.
Government-wide Financial Analysis
Net Position

As noted earlier, net position may serve over time as a useful indi vernment’s financial
position. In the case of the City assets and deferred outflows @f r ces exceeded liabilities and
deferred inflows of resources by $91,116,856 at the closg of t st recent fiscal year. There
were deferred outflows of resources of $2,889,381¢.a ed inflows of resources of
$3,193,007. \

The majority of the City’s net position rests in its inv ent in capital assets (e.g., land, buildings,
machinery and equipment), less any related d% uSed to acquire these assets that is still
outstanding. These capital assets are us vide services to citizens and are not available for
future spending. Although the City’s ifvestmentiin its capital assets is reported net of related debt,
it should be noted that the resources n to repay this debt must be provided from other sources,
since the capital assets themselv notibe used to liquidate these liabilities.

The remainder of the page was left blank intentional
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

City of Palatka
Summary of Net Position
September 30, 2025 and 2024

Governmental Activities Business-Type Activities Total
2025 2024 2025 2024 2025 2024
Assets:
Current and other assets $ 10,967,511 $ 12,983,723 $ 12,577.649 $ 14,192,516 23,545,160 27,176,239
Capital assets 33,621,540 27,760,611 71,510,879 68,204,935 105,132,419 95,965,546
Total assets 44,589,051 40,744,334 84,088,528 82,397,451 128,677,579 123,141,785
Deferred outflows of resources:
Pension related items 591,395 2,048,215 397,908 655,101 989,303 2,703,316
OPEB related items - 34,196 - 18,592 - 52,788
Debt Retirement 1,900,078 1,900,079 - - 1,900,078 1,900,079
Total deferred outflows of resources 2,491,473 3,982,490 397,908 673,693 2,889,381 4,656,183
Total assets and deferred outflows of resources $ 47,080,524 $ 44,726,824 $ 84,486,436 $ 83,071,144 $ 131,566,961 $ 127,797,968
Liabilities:
Current and other liabilities 2,287,342 2,314,615 1,708,187 1,694,433 3,995,529 4,009,048
Long-term liabilities outstanding 8,935,753 9,296,229 24,325,815 33,261,568 31,638,599
Total liabilities 11,223,095 11,610,844 26,034,002 37,257,097 35,647,647
Deferred inflows of resources:
Pension related items 1,564,235 194,543 1,043,097 2,607,332 256,765
OPEB related items 178,452 110,675 266,235 170,850
Other items - - 319,440 13,506
Total deferred inflows of resources 1,742,687 305,218 135,903 3,193,007 441,121
Net position:
Invested in capital assets 29,217,787 25,054,992 47,862,365 80,726,093 72,917,357
Restricted items 3,605,957 4,059,44 8,095 3,614,052 4,067,536
Unrestricted 1,290,998 3,696, 11,027,978 6,776,711 14,724,307
Total net position 34,114,742 32,810, 57,002,114 58,898,438 91,116,856 91,709,200
Total liabilities and deferred inflows of resources
and net position 47,080,524 4,726,8 84,486,436 83,071,144 131,566,961 127,797,968
An additional portion of the City’s netfpositi ,614,053 or 3.97% represents resources that are
subject to external restrictions on ho y may be used. The remaining balance of unrestricted

7

710.

net position is a positive amount
Change in Net Position
The City's total net

of $1,303,980 fro
activities.

The remainder of the page was left blank intentionally

eased by $592,344 over the previous year as a result of an increase
ental activities and a decrease of $1,896,318 from business-type
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

City of Palatka
Changes in Net Position
For the Years Ended September 30, 2025 and 2024

Governmental Activities Business-Type Activities Total
2025 2024 2025 2024 2025 2024
Revenues:
Program revenues:
Charge for services $ 2,757,514 2,914,330 $ 13,987,800 $ 13,375,495 $ 16,745,314 16,289,825
Operating grant and contribution 715,218 309,758 - - 715,218 309,758
Capital grants and contributions 2,008,805 1,248,831 3,682,295 6,833,757 5,691,100 8,082,588
General revenues:
Property taxes 5,248,717 4,697,289 - - 5,248,717 4,697,289
Sales taxes and other unrestricted
shared revenues 2,636,527 2,488,654 - - 2,636,527 2,488,654
Other taxes 3,819,406 3,847,952 - - 3,819,406 3,847,952
Other revenues 752,016 1,535,329 4,923 504,870 756,939 2,040,199
Total revenues 17,938,203 17,042,143 17,675,018 20,7 22 35,613,221 37,756,265
Program expenses:
General government 6,484,360 5,448,899 - - 6,484,360 5,448,899
Public safety 10,012,500 8,439,505 - 10,012,500 8,439,505
Physical environment - - - - - -
Transportation 1,806,064 1,706,442 - 1,806,064 1,706,442
Economic environment 348,471 175,517 - 348,471 175,517
Human services 128,712 88,888 - - 128,712 88,888
Culture/recreation 1,135,938 1,040,210 - 1,135,938 1,040,210
Interest on long-term debt 74,391 45,521 - - 74,391 45,521
Water - - 541,999 6,419,554 8,541,999 6,419,554
Sanitation - , 37363,058 2,704,834 3,363,058 2,704,834
Golf course - 176,283 244,558 176,283 244,558
Airport - 2,279,985 1,983,167 2,279,985 1,983,167
Total expenses 19,990,436 6,944,982 14,361,325 11,352,113 34,351,761 28,297,095
Increase (decrease) in net assets
before transfer in (out) (2,052,23 97,161 3,313,693 9,362,009 1,261,460 9,459,170
Miscellaneous - - 214,557 - -
Transfer in/(out) 7871,088 (2,952,204) (1,871,088) 2 -
Increase (decrease) in net position 1,968,249 361,489 7,705,478 1,261,462 9,459,170
Net position at beginning of year 30,842,513 58,898,432 51,870,906 91,709,194 82,713,419
Prior Period Adjustment - - (677,952) - (677,952)
Net position at beginning of year, restated 30,842,513 56,640,625 51,192,954 89,855,394 82,035,467
Net position at end of year $ 32,810,762 $ 57,002,114 $ 58,898,432 $ 91,116,856 91,494,637
10
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Revenues by Source - Governmental Activities
For the Year Ended September 30, 2025
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Business-type Activities

Business-type activities decreased the City’s net position by ($1,896,318), resulting in a total
business-type activities net position of $57,002,114 at year-end. Key elements of this decrease
were as follows:

The Water fund had an operating income of $806,139 in addition to net nonoperating expenses of
($222,252) resulting in gain of $583,887 before capital contributions and transfers. After capital
contributions and transfers, the net position increased by $682,827. The net position at the end of
the fiscal year in the Water fund totaled $33,842,808.

The Sanitation Fund reported operating income of $286,807, but the fund’s net position decreased
by ($190,947) due to non-operating activity and other changes from the prior year. The ending net
position was $3,394,497.

The Golf Course fund net position increased by $8,604. Thewet tion at the end of the fiscal
year in the Golf Course fund was $1,151,542.

The Airport fund received capital contributions x’ 95 for various capital projects
throughout the fiscal year. These funds were used forgfrojeéts that included pavement, marking,
and lighting rehabilitation of taxiways, taxi lanes, andygunways. The operating loss for the Airport
was $1,181,642, which includes depreciati totawg 03,427. That was further impacted by a
decrease of total non-operating reven ing the change in net position of the fund to
($138,995). The net position at the e al year in the Airport fund totaled $19,127,342.

Revenue rce - Business-type Activities

FogmgheWear Ended September 30, 2025

B Capital grants an
contributions
21%

B Charge for services
79%
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

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.

As of the end of the current fiscal year, the City’s governmental funde combined ending

net position of $34,114,742, an increase of $899,973 for the cu ) is total includes net
invested in capital asset, net of related debt of $29,217,787 west et assets of $3,605,958,
and unrestricted of $1,290,997 which is available for spendi he\government’s discretion.

General Fund \

The General Fund is the chief operating fund of the&iCity. At the end of the current fiscal year
General fund balance was $5,310,265, a degf€ase &9& ,600,227, from the prior year.

Local tax revenues are the primary setirces of the City’s tax revenue and are a combination of
property tax, franchise, utility, sales and local option gas taxes. Total taxes increased by
$670,755 from the prior year.

Ad valorem taxes, which
mills, and generated $4,05€
is in its ninth year of4
$2,106,973 in reve

ccounted for in the general and special revenue funds was 6.4000
Wrich was an increase of $172,807 from the prior year. The City
Ating a special assessment for fire protection services that generated

Total revenues for the General Fund increased by $43,071 from the prior year. The General Fund
had an increase of $2,565,799 in expenditures. Unassigned fund balance for the General Fund
totaled $4,339,458, a decrease of ($1,721,219) or 28.40% from the prior year.

Special Revenue Funds

The Downtown Redevelopment fund balance was $3,121,420, an increase of $622,112 from the
prior year. This increase was the result of a taxes revenues of $1,198,043.

The Better Place Plan fund ended the fiscal year with a balance of $159,366, a decrease of
($1,044,842), from the prior year.

The Grants fund ended the fiscal year with a balance of ($4,881).
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Proprietary Funds

Proprietary funds are used to account for operations that are financed and operated in a manner
similar to a private business enterprise, where the intent of the cost (expenses, including
depreciation) of providing goods and services to the general public on a continuing basis is
financed through user charges. The City operates four proprietary enterprise funds: the Water,
Golf Course Fund, Sanitation Fund, and Airport Fund. The City’s proprietary funds provide the
same type of information found in the government-wide financial statements, but in more detail.
As of September 30, 2025, total proprietary fund net position amounted to $57,002,114.

Water Fund

increased by $290,407 or 3.29% from the prior year. Operating expe eased by a total of

The Water Fund accounts for operations of the City's water and sewer systems. Operating revenue
, 1
$2,116,221 or 34.14%. Unrestricted net position at the end of t@affor the water fund

amounted to $4,323,281.

increased by $607,854. Unrestricted net position for'the sanitation fund equaled $2,557,359.

Sanitation Fund
There was a decrease in operating revenue of ($3®5%) from the prior year. Expenses

Golf Course Fund

The City entered into a franchise a ent in February 2017 for operation of golf course.
Operating revenues booked in d $62,755 from the prior year. Operating expenses
decreased by $68,490 or 28.01%, o operating income of $9,010. Unrestricted net position
for the golf course fund ¢ negative ($187,390).

Airport Fund

Operating revenue inc d by $228,833 and operating expenses increased by $296,917 over the
prior year. This resulted in a continued negative unrestricted net position balance of ($693,460)
at fiscal year-end.

Other factors concerning the finances of these four funds have already been addressed in the
discussion of the City’s business-type activities above.

General Fund Budgetary Highlights

A comparison of actual revenues versus the final budget reflects that actual revenues, excluding
transfers, were ($651,837) less than budgeted, primarily composed of unbudgeted refunds from
prior year health insurance claims paid and sale of surplus equipment. There were significant

variances in actual versus final budget revenue and expenditures. The City had several
unanticipated general fund revenues and general fund expenditures for the fiscal year.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Capital Asset and Debt Administration

City of Palatka Capital Assets (Net of Depreciation)
September 30, 2025 and 2024

Governmental Activities Business-Type Activities Total
2025 2024 2025 2024 2025 2024
Land and Improvements $ 7,570,788 $ 5761,789 $ 8,087,696 $ 8,101,871 $ 15,658,484  $ 13,863,660
Buildings and Improvements 3,837,364 2,257,126 12,145,158 12,820,748 15,982,522 15,077,874
Infrastructure 14,076,398 14,570,286 y . 14,076,398 14,570,286
Furniture and Equipment 2,810,294 2,315,021 3,793,517 3,838,400 6,603,811 6,153,421
Intangibles (1,701) . y . (1,701) .
Water/Sewer Distribtion System - - 17,489,176 17,582,132 17,489,176 17,582,132
Plant Assets and Equipment y . 17,022,121 17,571,925 17,022,121 17,571,925
Construction in Progress 5,328,397 2,856,389 12,944,861 8,289,860 18,273,258 11,146,249
Total $ 33,621,540  $ 27,760,611  $ 71,482,529 S 68,204,935  $105,104,069 $ 95,965,547
Capital Assets V
The capital assets of the governmental funds are those a u; the performance of general
governmental functions and exclude the assets of the E ise ds. As of September 30, 2025,

the governmental capital assets of the City amounted to $33,621,540, net of depreciation. This
was an increase of $5,860,929 over the prior year. al aSsets are recorded at historical cost or

estimated historical cost, except for contributed assetSywhich are recorded at estimated acquisition
value at the date of contribution. /

The City’s investment in capital as for its governmental and business-type activities as of
September 30, 2025, (net of accumula epreciation) amounts to $105,104,069. This investment
in capital assets includes land, buildi astructure, improvements, furniture, equipment, water
and sewer distribution system, an ction in progress. The total increase in the City’s net
8,522.

e Construction of South District Stormwater Improvements
Hank Bryan and Booker Park Improvements

Taxiway A Edge Lighting at Airport

Airport Security Fencing

Phase V North Side Potable Line Replacement

Palatka Heights Potable Line Replacement

State Road 20 Road Improvements

Beneficial Reclaimed Water Project

Additional information on the City’s capital assets is found in Note 5 in the notes to the financial
statements.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Long-term Debt

At the end of the current fiscal year, the City had total debt outstanding of $22,910,279.

City of Palatka Long-term Debt Obligations
For the Years Ended September 30, 2025 and 2024

Governmental Activities Business-Type Activities Total

2025 2024 2025 2024 2025 2024
Revenue Bonds $ -3 - $ 4,735,643 $ 4968,756 § 4,735,643 $ 4,968,756
Notes Payable 1,907,754 2,096,863 15,052,943 15,031,642 16,960,697 17,128,505
Capital Lease Obligations 398,521 608,756 452,987 204,262 851,508 813,018
Water/Sewer Agreements - - - - - -
Total $ 2306275 § 2,705,619 $ 20,241,573 $ 20,204,660 $ 22,547,848  § 22,910,279

The City's total long-term debt decreased ($362,431), from the pNye_ The decrease is
attributed to the following:
e Governmental activities:
o Payments of notes of $189,109. %

o New capital leases of $57,225.

¢ Business-type activities:
o Total payments made of bonds, no d leases of $3,211,632.

o New Drinking water state revolving loan of $2,106,399.
Other long-term liability activity included:;

e Governmental activities:
o Governmental obligaﬁor compensated absences decreased by (4.02%) or

($24,395).

o Total OPEB obli reased by ($134,293) or (47.25%) to arrive at a total

o Net pensia @ i creased by $197,556, or 3.44% to arrive at a total obligation
of $5,7 63

o Total OPEB obligations decreased by ($87,741) or (62.75%) to arrive at a total
obligation of $139,825.
o Net pension liability increased by $1,991,105 or 52.91% to arrive at a total
obligation of $3,763,339.
Additional information on the City’s long-term liabilities can be found in Note 6 in the notes to
the financial statements.
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City of Palatka, Florida
Management’s Discussion and Analysis (Continued)
September 30, 2025

Economic Factors and Next Year’s Budgets and Rates

The budget serves as the annual financial plan for the City. It articulates public priorities, helps
management make informed choices about the allocation of resources, promotes effective
communications, establishes broad goals and management strategies to guide decision making and
develops approaches to achieve those goals.

For the FY 2024-2025 budget, City staff proposed a balanced General Fund budget with the use
of reserves to balance the budget. The City Commission kept the City’s millage rate the same as
FY 2023-2024, 6.4000 mills. The inclusion of the annual special assessment for fire protection
services allows for the millage rate to avoid an increase.

Utility Fund budget being balanced with some funds anticipated to imto reserves. Solid
waste rates were increased also to ensure the long-term sustainab nd. These increases
are necessary in order to maintain capital replacements.

Water and sewer base meter rates were increased to accommodate for inflation resulting in the
ut
t

Municipal Airport in order to move this comfhu set toward financial solvency.
Rehabilitation of markings, lighting, and pavemént ays, taxiways, and taxi-lanes with
100% grant funding.

The City continues to assess various cost cutting and r&i cing activities at the Palatka
ru

Request for Information

This financial report is designed to p e a general overview of the City’s finances for all of
those with an interest in the City’ Questions concerning any of the information provided
in this report or requests for addi ormation should be addressed to the Finance Director,
201 N. 2nd Street, Palatka da

c
177.
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City of Palatka, Florida
Statement of Net Position

September 30, 2025
Component
Primary Government Unit
Governmental Business-Type Palatka Gas
Activities Activities Total Authority
Assets:
Cash and cash equivalents $ 8,131,049 $ 7,470,724 $ 15,601,773 $ 4,313,847
Investments - - - -
Accounts receivable, net 110,607 1,015,331 1,125,938 1,194,426
Internal balances 359,475 (359,475) - -
Due from other governments 1,250,217 1,426,472 2,676,689 -
Inventory - 193,774 193,774 141,479
Prepaid expenses - - - -
Restricted cash and cash equivalents 1,116,163 2,830,823 3,946,986 -
Restricted investments - - - 1,104,243
Capital assets:
Nondepreciable 12,899,185 21,060,907 33,960,092 211,543
Depreciable, net 20,722,355 50,449,972 1,172 4,965,216
Total assets 44,589,051 84,088,528 579 11,930,754
Deferred outflows of resources:
Pension related items 591,395 989,303 245,492
OPEB related items - - -
Debt Retirement 1,900,078 1,900,078
Total deferred outflows of resources 2,491,473 2,889,381 245,492
Liabilities:
Accounts payable and accrued liabilities 2,28 7 3,971,308 $ 2,298,043
Deposits 24,221 1,541,469
Due to other governments - - - -
Non-current liabilities:
Due within in one year 98,271 - 298,271 -
Due in more than one year 687,481 24,325,815 32,963,296 841,845
Total liabilities 23,095 26,034,002 37,257,097 4,681,357
Deferred inflows of resources:
Pension related items 1,564,235 1,043,097 2,607,332 -
OPEB related items 178,452 87,783 266,235 19,887
Unearned revenues - 319,440 319,440 -
Total deferred inflows of r 1,742,687 1,450,320 3,193,007 19,887
Net position
Net Invested in capital assets, 29,217,787 51,508,306 80,726,093 5,176,759
net of related debt
Restricted for:
Law enforcement 84,362 - 84,362 -
Fire safety education 43,266 - 43,266 -
Fire protection 8,350 - 8,350 -
Cemetery improvements 189,194 - 189,194 -
Capital project 159,365 - 159,365 -
Dowtown redevelopment 3,121,420 8,095 3,129,515 -
Unrestricted 1,290,998 5,485,713 6,776,711 2,298,241
Total net position $ 34,114,742 $ 57,002,114 $ 91,116,856 $ 7,475,000
The accompanying notes are an integral part of the financial statements
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Functions/Programs
Primary government
Governmental activties:
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation
Interest on long-term debt
Total governmental activities

Business-type activties:
Water
Sanitation
Golf Course
Airport
Total business-type activities
Total primary government

Component unit
Palatka Gas Authority

City of Palatka, Florida
Statements of Activities
Year Ended September 30, 2025

Component
Operating Capital Primary Government Unit
Charges for grants and grants and Governmental Business-Type Palatka gas
Expenses services contributions contributions Activities Activities Total authority
$ 6,484,360  $ 205,567 $ 377,333 $ 87,320 § (5,814,140) $ - (5,814,140) $ -
10,012,500 2,450,342 222,885 - (7,339,273) - (7,339,273) -
- - - 298,791 298,791 - 298,791 -
1,806,064 62,564 - - - (1,743,500) -
348,471 - 115,000 409,688 - 176,217 -
128,712 - - - - (128,712) -
1,135,938 39,041 - 1,213,006 - 116,109 -
74,391 - - (74,391) - (74,391) -
19,990,436 2,757,514 715,218 2,0 (14,508,899) - (14,508,899) -
8,541,999 9,120,963 - 62, - 3,141,294 3,141,294 -
3,363,058 3,583,466 - - - 220,408 220,408 -
176,283 185,078 - - - 8,795 8,795 -
2,279,985 1,098,293 ' 119,965 - (61,727) (61,727) -
14,361,325 13,987,800 3,682,295 - 3,308,770 3,308,770 -
34,351,761 16,745,314 5,218 5,691,100 (14,508,899) 3,308,770 (11,200,129) -
$ 2,709,462  § 2,780,594 - 8 5,700 - - - 76,832
General revenues and transfers
General revenues:
Property taxes 5,248,717 - 5,248,717 -
Sales tax and intergovernmental unrestrt I nues 2,636,527 - 2,636,527 -
Franchise taxes 1,214,520 - 1,214,520 -
Utility taxes 2,214,248 - 2,214,248 -
Communications service tax 390,638 - 390,638 -
Investment earnings 625,285 4,923 630,208 42,734
Contribution from componet unit 50,677 - 50,677 -
Proceeds from debt issuance - -
Miscellaneous 76,054 - 76,054 478,158
Transfers 2,952,206 (2,952,204) 2 -
Total general revenues and transfers 15,408,872 (2,947,281) 12,461,591 520,892
Change in net position 899,973 361,489 1,261,462 597,724
Net position - beginning of year 33,214,769 56,640,625 89,855,394 6,877,276
Net position - end of year $ 34,114,742  § 57,002,114 91,116,856  $ 7,475,000
The accompanying notes are an integral part of the financial statements
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Assets:
Cash and cash equivalents

Restricted cash and cash equivalents

Accounts receivable, net

Due from other funds

Due from other government
Prepaid expenses

Long-term advances to other funds

Total assets
Liabilities and fund balances:

Liabilities:
Accounts payable
Due to other funds
Unearned revenue
Deposits

Total liabilities

Deferred inflows of resources
Unavailable revenue

Fund balances:
Non-spendable
Restricted
Committed
Unassigned

Total fund balances

Total liabilities, deferred inflows of
resources and fund balances

City of Palatka, Florida
Balance Sheet
Governmental Funds

September 30, 2025
Downtown
Redevelopment Better Special Total
General Agency Place Plan Revenues Governmental
Fund Fund Fund Fund Funds
5,380,104 $ 3,156,004 (405,059) $ - $ 8,131,049
- - - 1,116,163 1,116,163
110,607 - - - 110,607
218,315 - - - 218,315
105,905 - 1,144,312 - 1,250,217
141,160 - - - 141,160
5956,091 § 3,156,004 2534 $1,116163 $ 10,967,511
445526 $ 8§£ $ 358,427  § - 8§ 838,537
94,000 - - 94,000
105,905 - 221,461 1,121,044 1,448,410
395 - - - 395
645, 34,584 579,888 1,121,044 2,381,342
141,160 - - - 141,160
616,592 3,121,420 159,365 - 3,897,377
213,055 - - - 213,055
4,339,458 - - (4,881) 4,334,577
5,310,265 3,121,420 159,365 (4,881) 8,586,169
5,956,091 $ 3,156,004 739,253  $ 1,116,163 § 10,967,511
The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Reconciliation of the Balance Sheet to the Statement of Net Position
Governmental Funds
September 30, 2025

Fund balance — total governmental funds $ 8,586,169
Amounts reported for governmental activities in the statement of net position are different because:

Capital assets used in governmental activities are not reported in the governmental funds.

Capital assets, net 33,621,540
Long-term liabilities are not reported in the governmental funds
Bonds and notes payable (1,907,754)
Deferred Outflow for Debt Retirement 1,900,077
Capital leases (398,521)
Compensated absences (606,666)
Total OPEB liability (284,248)
Net pension liability V (5,738,563)
Deferred outflows and inflows associated with pensions and OPEB are figt re d in the
governmental funds.
Deferred outflows-pension 591,395
Deferred inflows-pension \ (1,470,235)
Deferred outflows-OPEB -
Deferred inflows-OPEB (178,452)
Change in net position of governmental activiti , $ 34,114,742

Q

The accompanying notes are an integral part of the financial statements
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Revenues
Taxes

Permits, fees, and special assements

Intergovernmental
Charges for services
Fines and forfeitures
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation
Capital Outlay

Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of revenues over (under)
expenditures

Other financing sources (uses)
Transfers in
Transfers out
Issuance of debt
Capital lease issuance
Sale of surplus property
Capital contributions

Total other financing sources
Net change in fund balance
Fund balances - beginning of year

Fund balances - end of year

City of Palatka, Florida

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Year Ended September 30, 2025

Downtown
Redevelopment Better Special Total
General Agency Place Plan Revenues Governmental
Fund Fund Fund Fund Funds

6,474,597 $ 1,198,043 $ 1,443,616 $ - $ 9,116,256
3,583,135 - - - 3,583,135
1,816,822 - 1,599,118 409,688 3,825,628
265,560 - - - 265,560
220,995 - - - 220,995
926,630 - - - 926,630
13,287,739 1,198,043 3,042,734 409,688 17,938,204
3,980,840 - 1,853,845 359,827 6,194,512
9,648,702 - - 9,648,702
1,436,670 - - - 1,436,670

- 348,471 - 348,471

124,851 - - - 124,851
925,642 - - 925,642
1,305,534 - ,480,295 49,861 3,835,690
327,263 72,080 - 399,343
63,185 - 11,206 - 74,391
17,812,687 348,471 4,417,426 409,688 22,988,272
(4,5247948) 849,572 (1,374,692) - (5,050,068)
- 363,406 - 3,416,725
G ,520) (227,459) (33,540) - (464,519)
2,849,799 (227,459) 329,866 - 2,952,206
(1,675,149) 622,113 (1,044,826) - (2,097,862)
6,985,414 2,499,307 1,204,191 (4,881) 10,684,031
5,310,265 $ 3,121,420 $ 159,365 $ (4,881) $ 8,586,169

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Reconciliation Statement of Revenues, Expenditures, and Changes in Fund Balances to the
Statement of Activities
Governmental Funds
Year Ended September 30, 2025

Net change in fund balance — total governmental funds $ (2,097,862)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental fund report capital outlay as expenditures. However, in the statement of activities
the cost of those assets is depreciated over their estimated useful lives.

Acquisitions of capital assets 4,175,858
Loss on disposal of capital assets (218,469)
Current year depreciation expense (1,237,197) 2,720,192

Repayment of debt principal is an expenditure in the governmental funds, but the repayment does
does not effect net position of governmental activities.

Principal retirement V 399,343

Deferred Outflow of Debt Retirement

Some expenses reported in the statement of activities do not require the use of ¢ t fipancial
resources and therefore are not reported as expenditures in governmenta
Compensated absences (131,416)

Net changes in net pension liability and total OPEB liability and #€latedgdefe outflows and
inflows are reported in the statement of activities but not in the gov€rnmental funds.

Net pension liability , 197,556
Deferred outflows-pension (1,456,820)
Deferred inflows-pension & 1,369,692
Total OPEB liability (134,293)
Deferred outflows-OPEB (34,196)

Deferred inflows-OPEB 67,777 9,716

Change in net position of gover?tal ?iﬁes $ 899,973

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Statement of Net Position

Proprietary Funds
September 30, 2025
Enterprise Funds
Golf Total
Water Sanitation Course Airport Enterprise
Fund Fund Fund Fund Funds
Current assets
Cash and cash equivalents $ 3,892,856 $ 3,590,270 $ (12,702)  $ 300 $ 7,470,724
Restricted cash and cash equivalents 2,336,064 317,664 - 169,000 2,822,728
Accounts receivable, net 666,986 240,373 107,972 - 1,015,331
Due from other funds - - - 94,000 94,000
Due from other government 1,101,717 - - 324,755 1,426,472
Inventory 151,798 - - 41,976 193,774
Total current assets 8,149,421 4,148,307 95,270 630,031 13,023,029
Noncurrent assets
Restricted cash and cash equivalents 8,095 - - 8,095
Capital assets, net 48,294,383 1,998,339 1,791,920 194846,315 71,930,957

Total noncurrent assets 48,302,478 1,998,339
Total Assets $ 56,451,899 $ 6,146,646

9,846,315 71,939,052
20,476,346 $ 84,962,081

Deferred outflows of resourses
Pension related 224,100

Total deferred outflows of resourses 224,100

41,137 397,908
41,137 397,908

Current liabilities:
143,968 540,450 $ 1,684,361

Accounts payable and accrued liabilities 941,307 )
Due to other funds - - 138,692 79,623 218,315
Deposits - - - 23,826 23,826
Total current liabilities 9445307 58,636 282,660 643,899 1,926,502
7

Noncurrent liabilities:

Total OPEB liability 38,334 - 13,513 139,824
Net pension liability 1,254,789 - 360,092 3,763,340
Advances from other funds - - - 141,160 141,160
Other long-term liabilities 82,951 1,161,201 452,988 25,511 20,422,651
Total noncurrent liabilities 21,019,387 2,454,324 452,988 540,276 24,466,975
Total liabilities 21,960,694 2,512,960 735,648 1,184,175 26,393,477
Deferred inflows of resources
Pension related 590,244 347,792 - 105,061 1,043,097
OPEB related 55,232 24,067 - 8,484 87,783
Deferred revenues 227,022 - - 92,418 319,440
Total deferred inflows of resources 872,498 371,859 - 205,963 1,450,320
Net position
Net innvestment in capital assets 29,511,432 837,138 1,338,932 19,820,804 51,508,306
Restricted for capital projects 8,095 - - - 8,095
Unrestricted 4,323,280 2,557,360 (187,390) (693,459) 5,999,791
Total net position $ 33,842,807 $ 3,394,498 $ 1,151,542 $ 19,127,345 $ 57,516,192

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida

Statement of Revenues, Expenditures, and Changes in Fund Net Position

Operating revenues
User fees
Other operating revenues

Total operating revenues

Operating expenses
Personal services
Physical environment
Operating expenses
Depreciation

Total expenditures

Operating income (loss)

Nonoperating revenues (expenses)
Investment earnings
Interest expense

Total nonoperating revenues (expenses)

Income (loss) before capital
contributions and transfers

Capital contributions and transfers
Capital contributions
Transfers in
Transfers out

Net change in fund balance

Fund balances - beginning of year

Fund balances - end of year

Total other financing sources @

Proprietary Funds
Year Ended September 30, 2025

Enterprise Funds
Golf Total
Water Sanitation Course Airport Enterprise

Fund Fund Fund Fund Funds
$ 9,090,094 § 3,515,043 § - § 1,086,767 $ 13,691,904
30,869 68,423 185,078 11,526 295,896
9,120,963 3,583,466 185,078 1,098,293 13,987,800
3,584,385 1,873,008 - 587,242 6,044,635
926,509 - - - 926,509
2,259,094 1,009,504 1115661 789,266 4,169,525
1,544,836 414,147 4.4 903,427 2,926,817
8,314,824 3,296,659 , 2,279,935 14,067,486
806,139 286,& 9,010 (1,181,642) (79,686)
4,923 - - - 4,923
(227,175) 899) (215) (50) (293,839)
(222,25 (66,399) (215) (50) (288,916)
583,; 220,408 8,795 (1,181,692) (368,602)
23, 2,330 - - 1,119,965 3,682,295
- 111,229 - 100,000 211,229
(2,463,390) (522,584) (191) (177,268) (3,163,433)
98,940 (411,355) (191) 1,042,697 730,091
682,827 (190,947) 8,604 (138,995) 361,489
33,159,980 3,585,445 1,142,938 19,266,340 57,154,703
$  33,842807 § 3,394,498  § 1,151,542 § 19,127,345 ' § 57,516,192

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Statement of Cash Flows

Proprietary Funds
Year Ended September 30, 2025
Total
Water Sanitation Golf Course Airport Enterprise
Fund Fund Fund Fund Fund
Cash flows from operating activities:
Receipts from customers $ 8,777,841 $ 3,584,224 § 169,681 $ 1,093,789 $ 13,625,535
Payments to suppliers (2,970,792) (772,398) 62,137 (1,008,309) (4,689,362)
Payments to employees (3,419,161) (1,817,373) - (131,858) (5,368,392)
Net cash provided by (used in) operating activities 2,387,888 994,453 231,818 (46,377) 3,567,781
Cash flows from non-capital financing activities:
Transfers in - 111,229 - 100,000 211,229
Transfers out (2,463,390) (522,584) (191) (177,268) (3,163,433)
Net cash provided by non-capital financing activities (2,463,390) (411,355) (191) (77,268) (2,952,204)
Cash flows from capital and related financing activities:
Capital contributions 2,562,330 - - 1,119,965 3,682,295
Acquisition and construct of capital assets (4,556,507) (215,771) (4265764) (996,269) (6,195,301)
Debt issuance 2,797,496 - - 2,797,496
Principal paid on debt (3,009,308) - - (3,009,308)
Interest paid on debt (227,175) (66,399) (215) (50) (293,839)
Net cash provided by (used in) capital and related financing
activities (2,433,164) 82, (426,969) 123,646 (3,018,657)
Cash flows from investing activities:
Interest received 4,923 - - - 4,923
Net cash provided by investing activities 4,923 - - - 4,923
Net increase (decrease) in cash and cash equivalents 43) 300,928 (195,342) 1 (2,398,157)
Cash and cash equivalents at beginning of year 40,758 3,607,006 182,640 169,300 12,699,705
Cash and cash equivalents at end of year ,237,015 $ 3907934 $ (12,702)  $ 169,301 $ 10,301,548
Cash flows from operating activities:
Operating (loss) 806,139 $ 286,807  $ 9,010 § (1,181,642) § (79,686)
Adjustments to reconcile operating income
provided by operating activities:
Depreciation and amortization 1,544,836 414,147 64,407 903,427 2,926,817
Change in assets and liabilitie
(Increase) decrease in receivable 63,531 (20,693) (24,915) - 17,923
(Increase) decrease in due from othe ernments (406,653) - - (324,755) (731,408)
(Increase) decrease in inventory 22,305 - - (29,821) (7,516)
(Increase) decrease in deferred outflows 163,656 - - 9,970 173,626
Increase (decrease) in accounts payable and accrued
liabilities 2,077,179 850 143,236 513,862 2,735,127
Increase (decrease) in due to other funds - - 9,419 (50,000) (40,581)
Increase (decrease) in compensated absences (37,227) 35911 - 25,511 24,194
Increase (decrease) in total OPEB liability 226,321 (37,784) - (307) 188,230
Increase (decrease) in customer deposits - - - (6,379) (6,379)
Increase (decrease) in net pension liability 3,166,536 - - 189,079 3,355,615
Increase (decrease) in deferred inflows 958,440 351,731 - 202,309 1,512,480
Net cash provided by (used in) operating activities $ 8,585,063 $ 1,030,969 $ 201,157 $ 251,254 $ 10,068,443
Cash and cash equivalents:
Unrestricted $ 3,892,856 § 3,590,270 § (12,702)  $ 300 § 7,470,724
Restricted 2,344,159 317,664 - 169,000 2,830,823
Total cash and cash equivalents $ 6,237,015 $ 3907934 $ (12,702)  $ 169,300 § 10,301,547
The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Statement of Fiduciary Net Position
Pension Trust Funds

September 30, 2025
Total
Assets
Investments:
Money market and other cash equivalents $ 1,013,352
Fixed income 1,722,668
Equity 2,760,289
Mutual funds - fixed income 13,447,032
Mutual funds - equities 29,577,266
Pooled/Common/Commingled funds - equity 1,675,797
Pooled/Common/Commingled funds - real estate ,186,500
Total investments E 52,382,904
Accounts receivable \E 269,887

Total assets

&’
Liabilities Q $ 220,137

$§ 52,652,791

Net position:
Restricted for pensio 52,432,654
Total Liabilities etWPOosition $ 52,652,791

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Statement of Changes in Fiduciary Net Position
Pension Trust Funds
Year Ended September 30, 2025

Total
Additions
Contributions
Employer $ 2,878,025
Member 608,334
State on behalf, through general fund 207,389
Total contributions 3,693,748

Investment income V
Net appreciation (depreciation) in fair value
of investments 3,918,800
Interest & dividends 1,487,275
Less investment fee (192,415)
\ 5,213,660
' 4

Net investment income

Total additions 8,907,408
Deductions
Member benefits 3,514,744
346,390
82,671
177,964
4,121,769
4,785,639
Net position restricted for
pension benefits, beginning of the year 47,647,015
Net position restricted for
pension benefits, end of the year $ 52,432,654

The accompanying notes are an integral part of the financial statements
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The City of Palatka, Florida (the “City”), which is located in northeast Florida, was incorporated
January 8, 1853 under the Laws of the State of Florida, Chapter 492. The City operates under an
elected Mayor-Commissioner and a Board of Commissioners (four members) and provides human
services, community enrichment and development, law enforcement, fire protection, and rescue
service.

As required by generally accepted accounting principles, the accompanying financial statements
present the City as a primary government and its component units, entities for which the City is
considered financially accountable, or entities that would be misleading to exclude. The
component units are included in the reporting entity because of the sig@of their operational
relationship with the City. The City is financially accountable fo rgaftizations that make up
its legal entity. It is also financially accountable for legally sgparatg’organizations if its officials
appoint a voting majority of an organization’s governing,bod ither it is able to impose its
will on that organization or there is a potential for the\l to provide specific financial

benefits to, or to impose specific financial burdensgon, the psimary government. The primary
government may also be financially accountable ern

ental organizations that are fiscally
dependent on it.

operations and, accordingly, data fi ese Wnits are combined with the data of the City.
Discretely presented component units he other hand, are reported in a separate column in the

Blended component units, although le arate entities, are in substance part of the City’s
government-wide financial state Q\phasize they are legally separate from the City.

The Palatka Downtown Redevglopment Agency (the “Agency”) is a legally separate entity created
pursuant to Florida @ following the adoption of an approving Resolution (No. 4-12, dated
November 10, 1983) Bygthe City. The Agency is governed by a five-member board whose
members are the same as the City Commission, and a financial benefit or burden relationship
exists. The operations of the Agency are reported in a governmental fund.

Discretely Presented Component Unit

The Palatka Gas Authority (the “Gas Authority’) was created by an Act of the Florida Legislature
(Ch. 59-1679, Act 1959) and ratified by election on November 10, 1959. The members of the Gas
Authority’s governing board are appointed by the City Commission. Additionally, bond issues
and operational and capital budgets must be approved by the City Commission. Annually, the Gas
Authority provides a contribution to the City from its net income. The contribution is 5.9% of
gross revenues on a monthly basis.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Discretely Presented Component Unit (Continued)
Complete financial statements of the Gas Authority can be obtained directly from:

The Palatka Gas Authority

518 Main Street
Palatka, Florida 32177

Related Organization

pursuant to Chapter 421, Florida Statutes. The purpose of the Hous ority is to provide
affordable housing to the Palatka community and surrounding a ousing Authority is
considered a related organization because its Board member ointed by the Mayor of the
City of Palatka. The City is not financially accountable_for t sing Authority, nor does it
meet other criteria of a component unit and, accordingl)t\ g Authority is not included in

The Palatka Housing Authority (the “Housing Authority””) was established by the City in 1962
% A:?‘

the accompanying financial statements.
Joint Ventures
The City did not participate in any joint y€nt during the 2024-2025 fiscal year.

Basis of Presentation

The financial statements of the been prepared in accordance with generally accepted
accounting principles (G applicable to governmental units. The Governmental Accounting
Standards Board (GASB) dard-setting body for governmental accounting and financial
reporting principles. oresignificant of the City’s accounting policies are hereafter described.
Government-wide Fi al Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the City and its component
units. For the most part, the effect of interfund activity has been removed from these statements.
Interfund services provided and used, if any, are not eliminated in the process of consolidation.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on fees
charged to external parties.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Government-wide Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function. Program revenues include: charges for services that are directly related to a
given function; and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Taxes and other revenues not properly included among
program revenues are reported instead as general revenues.

Fund Financial Statements

Separate financial statements are provided for governmental fund$y proprietary funds, and
fiduciary funds, even though the latter are excluded from ment-wide financial

statements. Major individual governmental and enterprise funds atedcported as separate columns

in the fund financial statements. The governmental fu ancial statements include

reconciliations with brief explanations to better identify& hip between the government-
a

wide statements and the statements for the govern

The City reports the following major governmental funds:

d, used to account for and report all financial
ther fund.

General Fund — the primary oper
resources not accounted for and reported in

Downtown Redevelopment nd — to account for the collection and use of tax

b

increment funds of the City’s n Redevelopment Agency.

Better Place Plan Cap t Fund —to account for revenues received from a discretionary
surtax imposed t ertain capital projects.

Special Revenue — to account for revenues received from a grants sources.
The City reports the following major enterprise funds:

Water Fund — to account for the assets, operation and maintenance of the City-owned water
and sewer system.

Sanitation Fund —to account for the assets, operation and maintenance of the City’s solid waste
department.

Golf Course Fund — to account for the assets, operation and maintenance of the City-owned
golf course, which is operated by a third-party vendor.

Airport Fund — to account for the assets, operation and maintenance of the City-owned airport.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Financial Statements (Continued)
The City has no nonmajor governmental funds.
Additionally, the City reports the following fiduciary funds:
Pension Trust Funds — to account for activities of the City’s pension plans.
Measurement Focus and Basis of Accounting
measurement focus and the accrual basis of accounting, as are the pro fund and fiduciary

fund financial statements. Revenues are recorded when earned s are recorded at the
time liabilities are incurred, regardless of the timing of relate

The government-wide financial statements are reported using, the economic resources

are levied. Grants and similar
irements imposed by the provider

Property taxes are recognized as revenues in the year fo
items are recognized as revenue as soon as all eligi 1t
have been met.

Governmental funds are accounted for using the @Te t financial resources measurement focus

and the modified accrual basis of accoénti Revenues are recognized when they become
measurable and available as net curren#’assets. For this purpose, the City considers revenues to be
available if they are collected within s of the end of the current fiscal year. Taxes and certain
intergovernmental revenues cofiStitute the most significant sources of revenue considered
susceptible to accrual. In govern nds, expenditures are generally recognized when the
related liability is incurr owever, debt service expenditures, and expenditures related to
compensated absences an d judgments, are recorded only when payment is due.

Cash and Cash Equ

For purpose of the Statement of Cash Flows, the City considers all highly liquid investments with
an original maturity of three months or less when purchased to be cash equivalents.

Accounts Receivable
Receivables are stated at net realizable value, reduced by an allowance for uncollectable accounts,

where appropriate. Accounts receivable of the Enterprise Funds are net of a $15,879 allowance.
Accounts receivable of the Gas Authority are net of $15,590 allowance.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments

Investments are reported at fair value based on quoted market prices when available, except for
money market investments, which are reported at cost, which approximates fair value.

Inventories

Inventories are stated at cost, based on the first-in, first-out method. Expense is charged as items
are consumed.

Long-term Receivables

Noncurrent portions of long-term receivables due to governm yre reported on the

balance sheet, without regard to the fund’s measurement owever, special reporting

treatment is used to indicate that these receivables ar nsidered “available spendable

resources,” since they do not represent net current as% nition of governmental fund
IT

revenues represented by noncurrent receivables is d il they become current receivables.
Noncurrent portions of long-term loans and advanegs rg€eivable are offset by a nonspendable fund
balance account in applicable governmental fund indicate that they are not available for
appropriation and are not expendable availalsle ﬁMci resources.

assets which are recorded at_est cquisition value at the date of contribution. The City
thréshold of $5,000 for all classes of capital assets, other than
gre. Intangible assets, such as computer software, have a
0,000. General infrastructure assets, such as dirt to pavement roads,

Capital Assets
Capital assets are recorded at hi% st or estimated historical cost, except for contributed
i

The City began prospective reporting of general infrastructure assets at the effective date of GASB
Statement No. 34. Effective October 1, 2006, the City began retroactive reporting of all major
general governmental infrastructure assets. The estimated cost of the initial reporting of these
assets was obtained through backtrending (i.e. estimating the current replacement cost of the
infrastructure and using appropriate indices to deflate the cost to the estimated acquisition year).
The reported values exclude basic road resurfacing, or other normal maintenance and repairs that
do not increase the capacity or efficiency of the item or extend its useful life beyond the original
estimate.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Capital Assets (Continued)

Depreciation and amortization of capital assets is provided using the straight-line method over the
estimated useful lives of the assets, which range as follows:

Years
Buildings and improvements 30
Furniture and equipment 3-10
Intangibles 10
Water and sewer distribution system - 50
Plant assets and equipment N
General infrastructure 50

inst construction costs for qualified

projects financed with tax-exempt debt. No intere apitalized during 2025.

For its business-type activities, interest earnings are o

osts
Claims and Judgments
For governmental funds, a fund liabilityis re ed to account for the portion of the liability that
will be liquidated with expendable agailable financial resources. The liability is accrued when
incurred in the government-wide, propfi€tary, and fiduciary fund financial statements.

Compensated Absences

The City’s policy is to 3
A liability for acc

mited vesting of employee vacation pay and accumulated sick leave.

ated absences of employees of the governmental funds has been
accrued. Since th1s : ' w111 not be liquidated with expendable available financial resources,
the liability has not beenw€ported in the governmental funds. A liability for compensated absences
is accrued when incurred in the government-wide, proprietary, and fiduciary fund financial
statements. In prior years, compensated absence liabilities associated with governmental funds
were liquidated by the General Fund and Downtown Redevelopment Agency Fund, the funds that
incurred the liabilities.

Property Taxes

The Putnam County Tax Collector bills and collects property taxes for the City. At September 30,
2025, property taxes receivable was not material.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Details of the City’s tax calendar are presented below:

Lien date January 1

Levy date October 1

Discount period November - February
No discount period March

Delinquent date April 1

Operating Revenues and Expenses

The enterprise funds distinguish operating revenues and expense
Operating revenues and expenses generally result from providi
delivering goods in connection with an enterprise fund’s principal afigoing operations. Operating
expenses for enterprise funds include the cost of sales an: i dministrative expenses, and

depreciation on capital assets. All revenues and expenses, n eeting this definition are reported
as nonoperating revenues and expenses. Q

Wonopemting items.
s and producing and

Pensions

For purposes of measuring the net pensfon liability, deferred outflows of resources and deferred
inflows of resources related to pensiofis, pension expense, the information about the fiduciary
net position of the City’s General, Polié€ Officers’, and Firefighters’ Pension Plans (the “Plans™)
and additions to/deductions fro > fiduciary net position have been determined on the
same basis as they are reporte lans. For this purpose, benefit payments (including refunds
of employee contributiong nized when due and payable in accordance with the benefit
terms. Investments arege cd at fair value.

Deferred Outflow/

A deferred outflow of resources is a consumption of net position that is applicable to a future
reporting period.

A deferred inflow of resources is an acquisition of net position that is applicable to a future
reporting period.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Restricted Net Position

In the accompanying government-wide and proprietary funds’ statements of net position,
restricted net position is subject to restrictions beyond the City’s control. The restriction is either
externally imposed (for instance, by creditors, grantors, contributors, or laws/regulations of other

governments) or is imposed by law through constitutional provisions or enabling legislation.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

The City has no net position restricted by enabling legislation. V

Fund Balance

The City follows the provisions of GASB Statement nd Balance Reporting and
for governmental funds into

Governmental Fund Type Definitions to classify fu a
specifically defined classifications. The classificati N e a hierarchy based primarily on
the extent to which the City is bound to honor intsbon the specific purposes for which
amounts in the funds can be spent.

The fund balance classifications specifie SB Statement No. 54 are as follows:
Nonspendable Fund Balance — Non
because they are either (a) not 1
maintained intact.

able fund balances are amounts that cannot be spent
le form or (b) legally or contractually required to be

=

Restricted Fund Balance d fund balances are restricted when constraints placed on the
use of resources are githe externally imposed by creditors, grantors, contributors, or laws or
regulations of othe ents; or (b) imposed by law through constitutional provisions or
enabling legislation.

Committed Fund Balance — Committed fund balances are amounts that can only be used for
specific purposes as a result of constraints imposed by formal action of the City’s highest level of
decision-making authority, which is by ordinance approved by the City Commission. Committed
amounts cannot be used for any other purpose unless the City removes those constraints by taking
the same type of action.

Assigned Fund Balance — Assigned fund balances are amounts that are constrained by the City’s
intent to be used for specific purposes, but are neither restricted nor committed. Intent is expressed
by (a) the City Commission or (b) a body or official to which the Commission has delegated the
authority to assign amounts to be used for specific purposes. At this point in time, only the
Commission has the authority to assign fund balances.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Balance (Continued)

Unassigned Fund Balance — Unassigned fund balance is the residual classification for the General
Fund.

The City’s policy is to expend resources in the following order: restricted, committed, assigned,
and unassigned.

Use of Estimates

principles requires management to make various estimates. Actual results could differ from those

estimates.
NOTE 2 -DEPOSITS AND INVESTMENTS
n

Deposits and investments are classified in the acco ancial statements as follows:

The preparation of financial statements in conformity with ge%ac‘cepted accounting

/ Primary Component
Government Unit

Statement of net position:

Cash and equivalents $ 15,601,773 $ 4,313,847

Restricted cash and equivalen 3,946,986 -

Restricted investments - 1,104,243
Statement of fiduciary net peSiti

Money market an€ equivalents 1,013,352 -

Investments 51,369,552 -
Total deposits and investments $ 71,931,663 $ 5,418,090

The remainder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

For purpose of risk disclosures, deposits and investments are comprised of the following:

Primary Component
Government Unit
Deposits with financial institutions
(including certificates of deposit) $ 20,562,111 $ 4,313,847
Investments - other than pension - 1,104,243
Investments - pension 51,369,552 -
Total deposits and investments $ 71,931,663 $ 5,418,090

Deposits V

All of the City’s and the Gas Authority’s demand dep
market accounts are held in qualified public depos1torle
and are entirely insured by Federal depository insu
Security for Public Deposits Act.

Investments &

Section 218.415, Florida Statutes, authorizes the City to invest excess public funds in the
following:

ates of deposit, and money
Chapter 280, Florida Statutes,
ateralized pursuant to the Florida

= Direct obligations of reasury;
= Savings accounts ereSt bearing deposits in qualified public depositories;
= The Local Govern us Funds Trust Fund;

= Securities an
credit quality

%n e Commission registered money market funds with the highest

The City’s investments at September 30, 2025 are summarized in the following table:

Maturities
0-5 years 5-10 years 10+ years n/a
Pension investments:

Fixed income $ 1,722,668 $ 1,722,668 $ - $ - $
Equity 2,760,289 1,283,273 822,460 654,557 -
Mutual funds (fixed income) 13,447,032 - - - 13,447,032
Mutual funds (equities) 29,577,266 - - - 29,577,266
Pooled/Common/Commingled funds - equity 2,186,500 - - - 2,186,500

Total pension investments $ 49,693,755 $ 3,005,941 $ 822,460 $ 654,558 $45,210,798
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

The City’s investments in debt securities are rated as follows:

Corporate Bonds Government
and Notes Agencies
Aaa 9% Aaa 100%
Al 10% 0 -
A2 17% 0 -
A3 44% 0 -
BAALI 6% 0 -

BAA2 14% 0
Not rated - Not rated V
100%

The City’s investments in mutual funds and money mk\a t rated for credit quality by a

nationally recognized statistical rating organization.

The City is not exposed to foreign currency risk, buti§ exposed to the following investment risks:

¢

counterparty to an investment will not fulfill its

Credit Risk — the risk that an issuer
obligations.

Interest Rate Risk — the risk t
an investment.

s in interest rates will adversely affect the fair value of

Concentration of Cre e risk of loss attributed to the magnitude of a government’s
investment in a si i

The City does not hav al investment policy relating to the aforementioned risks, other than
Section 218.415, Florida Statutes, for investing public funds. That statute limits the City’s
exposure to credit risk and interest rate risk by limiting authorized investment options as previously
described. However, the City’s three pension plans have each adopted investment policies that
address the risks described above and set other investing guidelines. Those policies require the
investments to be structured in such a manner as to provide sufficient liquidity to pay obligations
as they come due. To the extent possible, an attempt must be made to match investment maturities
with known cash needs and anticipated cash-flow requirements. Furthermore, the policies of the
Police Officers’ and Firefighter Plans require diversification to the extent practical to control the
risk of loss resulting from overconcentration of assets in a specific maturity, issuer, instrument,
dealer or bank in which the financial instruments are bought and sold.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)
Investments (Continued)

The policies of the General Pension Plan place restrictions on investments, including limits as to
quality ratings of at least Standard & Poor’s A1l or Moody’s P-1 for cash instruments; Standard
and Poor’s BBB or Moody’s Baa for bonds or other evidences of indebtedness; corporations listed
on one or more of the recognized national exchanges or on the National Market System of the
NASDAAQ stock market for equities; real estate investments (REITs) that trade on a major
exchange; or obligations issued by the United States Government or guaranteed as to principal and
interest by the United States Government or an agency of the United States Government.

NOTE 3 - FAIR VALUE MEASUREMENT

The City categorizes its fair value measurements within the fai VChy established by
generally accepted accounting principles. The hierarchy is ¢ valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quo active markets for identical
assets; Level 2 inputs are significant other observab\u evel 3 inputs are significant

unobservable inputs.

The City has the following recurring fair value meastgements as of September 30, 2025:

e Government bonds and notes — U. reaﬂry onds and notes are valued using quoted
market prices.

Government agencies - U.S. Agencies ar®valued using a matrix pricing model.
Corporate bonds and notes — ed using quoted market prices.
Mutual funds — Valued a il¥closing price as reported by the fund.

The following table su @ es the City’s assets for which fair values are determined on a
recurring basis:

Quoted Prices in Significant
Active Markets for Observable Significant
Identical Assets Inputs Unobservable
Fair Value (Level 1) (Level 2) Inputs (Level 3)
Investments:
Fixed income $ 1,722,668 $ 1,722,668 $ - $ -
Equity 2,760,289 2,349,691 410,598 -
Mutual funds (fixed income) 29,577,266 13,447,032 - -
Mutual funds (equities) 13,447,032 11,446,762 2,000,270 -
Pooled/Common/Commingled funds - equity 2,186,500 1,861,254 325,246 -
Total pension investments 49,693,755 30,827,407 2,736,114 -
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 4 - INTERFUND BALANCES AND TRANSFERS

At September 30, 2025, interfund balances consist of:
e A long-term advance from the General Fund to the Airport Fund of $141,160.
e Temporary loans from the General Fund to Airport Fund and Golf Course Fund of $79,623
and $138,692, respectively, expected to be repaid within the next fiscal year.

Interfund transfers for the year ended September 30, 2025 consisted of the following:

Better Special Golf
General Downtown place plan revenues Water Sanitation course Airport

Transfers from: fund redev. fund fund fund fund fund fund fund Total
Transfers to:
General fund $ 110,604 $ 33,540  § $ 2,209,132 § 191 $ 522584 $ 177,268 $ 3,053,319
Downtown redev. fund $ -8 -8 $ -8 -8 -8 - -
Better place plan fund $ $ 363406 $ $ $ -3 - 8 363,406
Special revenues fund $ $ -8 $ $ - $ -
Water fund $ $ $ N $ $ -8
Sanitation fund -8 $ $ $ $ - 8 -
Golf course fund 56,971 $ $ N $ -8 111,229
Airport 100,000 $ $ S $ - - $ 100,000

Total $ 156971 $ 110,604 $ 396,946 S - $ 2,263, $ 522,584 $ 177,268 $ 3,627,954

The interfund transfers were made in the normal I erations and are consistent with the

activities of the fund making the transfer.

The remaind the,page was left blank intentional
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City of Palatka, Florida
Notes to Financial Stateme

nts

Year Ended September 30, 2025

NOTE 5 - CAPITAL ASSETS ACTIVITY

During the year ended September 30, 2025, the following changes in capital assets occurred:

Balance Balance
October 1, September 30,
Primary Government 2024 Additions Deletions Transfers 2025
Governmental activities:
Capital assets not being depreciated:
Land and improvements $ 5,761,789 $1,808,999 $ - - $ 7,570,788
Construction in progress 2,856,389 2,472,008 - - 5,328,397
Total not being depreciated 8,618,178 4,281,007 - - 12,899,185
Capital assets being depreciated:
Buildings and improvements 8,349,055 1,823,100 - - 10,172,155
Infrastructure 25,031,752 - - 25,031,752
Furniture and equipment 6,312,127 994,019 (218,469) - 7,087,677
Intangibles 247,544 - - - 247,544
Total being depreciated 39,940,478 2,817,119 (21 - 42,539,128
Less accumulated depreciation for:
Buildings and improvements 6,091,929 - - 6,334,791
Infrastructure 10,461,466 - - 10,955,354
Furniture and equipment 3,997,106 (218,469) - 4,277,383
Intangibles 247,544 - - 249,245
Total accumulated depreciation 20,798,045 (218,469) - 21,816,773
Total being depreciated, net 19,142,43 1,579,922 - - 20,722,355
Governmental activities capital assets, net $ 27760611 $ ,860,929 $ - - $ 33,621,540
Depreciation expense was the functions of the primary government as follows:
Governmental
General gov. $289,848
Public safety 363,798
Transportation 369,394
Human services 3,861
Culture and recreation 210,296
Total depreciation expense governmental activities $ 1,237,197
The remainder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 5 - CAPITAL ASSETS ACTIVITY (CONTINUED)

Business-type activities:
Capital assets not being depreciated:
Land and improvements
Construction in progress

Total not being depreciated

Capital assets being depreciated:
Buildings and improvements
Furniture and equipment
Water and sewer distribution system
Plant assets and equipment

Total being depreciated

Less accumulated depreciation for:
Buildings and improvements
Furniture and equipment
Water and sewer distribution system
Plant assets and equipment

Total accumulated depreciation

Total being depreciated, net

Business-types activities capital assets, net

Balance Balance
October 1, September 30,

2024 Additions Deletions Transfers 2025
$ 8,101,871 - $ (14,175) $ - $ 8,087,696
8,289,860 4,655,001 - - 12,944,861
16,391,731 4,655,001 (14,175) - 21,060,907
28,045,158 196,013 - - 28,241,171
8,281,643 611,463 - - 8,893,106
24,668,074 504,415 - - 25,172,489
37,793,502 242,584 - - 38,036,086
98,788,377 1,554,475 - - 100,342,852
15,224,411 871,602 - 16,096,013
4,443,243 656,346 - - 5,099,589
7,085,942 597,371 - 7,683,313
20,221,577 792,38 - - 21,013,965
46,975,173 - - 49,892,880
51,813,204 - - 50,449,972
$ 68,204,935 $ (14,175) $ - $ 71,510,879

Depreciation expense was charged to t

Business-type acti
Water
Sanitation
Golf Cours

Airport

vitiQ

Total depreciation“expense business-type activities

unctions of the primary government as follows:

1,544,836
64,407
414,147
903,427

AL LA PP

2,926,817

The remainder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 5 - CAPITAL ASSETS ACTIVITY (CONTINUED)

Balance Balance
October 1, September 30,
Gas Authority capital assets 2023 Additions Deletions Transfers 2024
Capital assets not being depreciated:

Land $ 211,543 $ - $ - 211,543
Total not being depreciated 211,543 - - 211,543
Capital assets being depreciated:

Buildings and improvements 1,467,709 10,540 - 1,478,249

Furniture and equipment 1,887,148 39,696 (137,322) 1,789,522

Plant assets and equipment 7,951,891 172,482 (613,014) 7,511,359
Total being depreciated 11,306,748 222,718 (7508336) 10,779,130
Less accumulated depreciation for:

Buildings and improvements 617,857 37,403 655,260

Furniture and equipment 1,082,432 143,715 649,275

Plant assets and equipment 3,685,473 138,400 3,823,873
Total accumulated depreciation 5,385,762 576,872) 5,128,408
Total being depreciated, net 5,920,986 (173,464) 5,997,650

Gas Authority capital assets, net $ 6,132,529 $ (173,464) 6,209,193
The inder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 6 - LONG-TERM OBLIGATIONS
Revenue Bonds and Notes:

Governmental Activities

$1,251,000 Public Improvement Revenue Note, Series 2024, payable in semiannual $ 1,251,000
installments ranging from $20,000 to $50,000 through October 2043, plus interest at 5.08%

per annum, also payable semiannually, secured by non-ad valorem revenues. During the

current year, no payments were due or made.

$300,000 North CRA road project loan, payable in annual installments ranging from $ 184,433
$10,706 to $20,376 through February 2039, plus interest at 3.64%, paybale semiannually,
revenue source - non-ad valorem revenues.

\ [otal $ 1,435,433
Business-type Activities

$5,620,357 Florida Municipal Loan Council Refunding Revenue NotéjSerigs™2020; 4,735,643
payable in varying installments through October 1, 2040, bearin;

2.73%, secured by a pledge of Half-Cent Sales Tax Revenues, Serv e Tax
Revenues, and Communications Service Tax Revenues. ts are due every
April 1 beginning on April 1, 2021. Principal and intere nts re due every October

1, beginning October 1, 2021.

$4,268,622 Drinking Water State Revolving F an, plus capitalized interest of 3,181,486
$15,953, payable in semiannual installmentsgot $142,4%6, including interest at 2.61%,
ater and sewer system. The proceeds

through January 2029, from net revenues

were used to repay the portion of intesi r construction of the drinking water

$10,922,306, Water @ em State Revolving Loan; interest rate of 3.20% - 3.64%. 9,399,971
Repayment will begin in Ogtdber 2025 in 34 semiannual payments. Secured by a pledge of
the net revenues of the water system after satisfaction of senior obligations.

$714,914 Water Reuse System State Revolving Loan; interest rate of 1.34%. Repayment 359,196
began in September 2005 in 30 semiannual payments. Secured by a pledge of the net

revenues of the water and sewer system after satisfaction of senior obligations. During the

current year, the City recognized net revenues of $2,379,096, and made $26,821 principal

and interest payments.

$1,749,000 Public Improvement Revenue Note, Series 2024, payable in semiannual 1,749,000
installments ranging from $13,000 to $40,000 through October 2043, plus interest at 5.08%

per annum, also payable semiannually, secured by non-ad valorem revenues. During the

current year, no payments were due or made.

Total $ 19,425,296
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 6 - LONG-TERM OBLIGATIONS (CONTINUED)

Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements

In addition to other requirements to disclose information related to debt in notes to financial
statements, The City is disclosing in the notes to financial statements summarized information
about the following items:

a. There are no unused lines of credit

b. There are no assets pledged as collateral for debt
c. There are no terms specified in debt agreements related to significant (1) events of default with
finance-related consequences, (2) termination events with finance related consequences, and (3)

subjective acceleration clauses.

Aggregate maturities of revenue bonds and notes payable are as

Year Ending

Governmental Activities

N\

Business-type Activities

September 30, 2025 Principal Principal Interest

2026 53,251 754,937 237,789
2027 56,219 1,290,205 221,351
2028 59,204 63,730 1,306,689 204,395
2029 60,890 1,329,504 186,914
2030-2034 257,147 5,384,706 740,149
2035-2039 158,183 5,357,071 424,237
2040-2044 52,990 3,366,745 93,483
2045-2049 - - - -

Totals $ 93,316 $ 728,351 $ 18,789,857 2,108,318
Governmental Activities —Changes in Long-term Liabilities

Balance Balance Due
October 1, September 30, Within
2024 Additions Deletions 2025 One Year

Revenue bonds and notes $ 2,096,863 $ - $189,109 $ 1,907,754 $138,755
Capital leases 608,756 57,225 267,460 398,521 159,517
Compensated absences 631,061 5,161 29,556 606,666 -
Total OPEB liability 418,541 - 134,293 284,248 -
Net pension liability 5,541,007 197,556 - 5,738,563 -

Totals $ 9,296,228 $ 259,942 $ 620,418 $ 8,935,752 $ 298,272

In prior years, net pension liabilities and OPEB obligations associated with governmental funds
were liquidated by the General Fund.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 6 - LONG-TERM OBLIGATIONS (CONTINUED)

Business-type Activities — Changes in Long-term Liabilities

Balance Balance Due
October 1, September 30, Within
2024 Additions Deletions 2025 One Year
Florida Municipal Loan Council refunded
revenue bonds series 2020 $ 4,968,756 $ - $233,113 $ 4,735,643 $ 240,669
Drinking water state revolving fund loan 1,334,230 2,106,399 259,143 3,181,486 432,944
State revolving fund loan 10,922,306 691,097 2,213,432 9,399,971 -
Emergency water fund loan 383,969 - 24,773 359,196 24,772
Vehicles Loan 642,137 - 278,847 363,290 96,961
Public works facility improvement note 1,749,000 - 1,749,000 -
Total revenue bonds and notes 20,000,398 2,797,496 3,009,30 19,788,586 795,346
Capital leases 204,262 451,049 21 NSZ,%W 131,783
County water/sewer agreement - - - -
Compensated absences 244,944 5,476 195,455
Total OPEB liability 227,566 - 139,825
Net pension liability 1,772,234 1,991,105 3,763,339 -
Totals $ 22,449,404 $ 524512 $ 24,340,192 $ 927,129

Capital Leases

Governmental Activities ,

The City continued to pay a $680,0 % 2018 capital lease for fire engine due in quarterly
installments of approximately $7.7,00 $85,000, $420,000 capital lease for police vehicles at
1.14% with the final payment of e 10/01/25. These leases are payable from the General

Fund and reported in gove tali@ictivities in furniture and equipment.

Business-type Activiti

Additionally, the Cit $289,257, 2.04% capital lease for a sanitation truck in semi-annual
payments of approximatély $23,000 and a 419,000, 1.80% capital lease for two sanitation trucks
in semi-annual payments of approximately $30,000. During the year, the City entered into a
capital lease for a new sanitation vehicle. All three leases are payable from the Sanitation Fund
and are reported in business-type activities in furniture and equipment. During the fiscal year
2024, the City entered into a $274,223 capital lease for a sanitation rear loader and vehicles for the
airport at 3.28% with annual payments of $2,513 which is payable from the Sanitation and Airport
Funds.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 6 - LONG-TERM OBLIGATIONS (CONTINUED)

Future lease payments, together with the present value of the minimum lease payments, are
summarized in the following tabulation:

Governmental Business-type
Activities Activities

2025 285,504 96,926
2026 210,040 102,327
2027 220,033 108,010
2028 155.4 56,232
2029-2033 x 225,192
Less: amount representing interest (65,532)

Present value of net minimum lease payments 523,155

NOTE 7 - RESTRICTED NET POSITION - B

The following schedule displays restricted ,assets, ‘iabilities payable from those assets, and
restricted net position of the City’s businessétype aétivities:

Business-type

Activties
Restricted assets:
Cash and equivalent $ 2,830,823
Total 2,830,823
Liabilities payable f@m resgri
Current portion of c% ce:
Principal 754,937
Interest 237,789
Payable from current portion of debt service 992,726
Long-term debt service payable from restricted assets $ 1,838,097
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 8 - FUND BALANCE CLASSIFICATIONS

Redevelopment Better Special Total
General Agency Place Plan Revenues Governmental
fund Fund Fund Fund Funds

Nonspendable:
Advances $ 141,160 $ - $ - $ - $ 141,160

Restricted for:
Law enforcement 76,016 - - - 76,016
Fire safety education 43,266 - - - 43,266
Fire protection 8,350 - - - 8,350
Programming and recreation 29,022 - - - 29,022
Transportation 248,744 - - - 248,744
Cemetery improvements 189,194 - - - 189,194
Capital projects 22,000 - 159,365 - 181,365
Downtown redevelopment - 3,121,420 - - 3,121,420
Total restricted 616,592 3,121,420 159,3 - 3,897,377

Committed for:
Law enforcement 8,346 - - 8,346
Tree mitigation 3,579 - - - 3,579
Demolition and lot cleanup 201,130 - - 201,130
Total committed 213,055 - - - 213,055
Unassigned 4,339,458 - - (4,881) 4,334,577
Total fund balance $ 5,310,265 $ 21 159,365 $ (4,881) § 8,586,169

&/
Q

The remainder of this plan was intentionally left blank
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS
Defined Benefit Plan

Plan Description. The City sponsors a single-employer public employee retirement system (the
“System”) administered by the City of Palatka, Pension Boards of Trustees. The General Pension
Board consists of five members, including the City Manager, two City Commission appointees,
one member elected by a majority of the other covered General employees, and one citizen having
financial experience appointed by the City Commission. The Police Officer Pension Board and
Firefighters Pension Board each consist of two City Commission appointees, two members of the
Plan elected by a majority of the other covered members and a fifth member elected by the other
four board trustees and appointed by the City Commission. The System administers the City
Employees Retirement Plan (the “Plan”) which provides three em%ntributory defined
and the Palatka Gas
on behalf of Police Officers
eptember 30, 2025, the City
contributions to the Police
City accounts for the Plan in three
follows:

benefit pension plans. Members of the Plan include employees
Authority. Nonemployer contributions are made by the State ofiFlo
and Firefighters who participate in the System. For the y

recognized $119,914 and $87,475 in the General Fx
el
ps

Officers’ and Firefighters’ Retirement Funds, respecti
Pension Trust Funds, corresponding to three bene

General — all members not included inwli Officers and Firefighters
Police Officers — all state-certt lice officers
Firefighters — all state-certi

The Plan provides for vesting of
are eligible for retirement at the e
of credited service, regar
50 and 7 years of credite
years of credited seryi€e

» 1) age 55 and 7 years of credited service, or 2) 30 years
Police officer members are eligible at the earlier of: 1) age

»2) age 55 and 10 years of credited service, 3) age 52 and 25
0 years of credited service, regardless of age. Firefighter members
are eligible at the eat ) age 50 and 7 years of credited service for those hired before January
1, 2016, or age 50 andW0gyears of credited service for those hired on or after January 1, 2016, 2)
age 55 and 10 years of credited service, or 3) 25 years of credited service, regardless of age. The
Plan also provides for disability, retirement, termination and death benefits with eligibility and
benefit provisions as described in the authorizing ordinance. For general, police officer, and
firefighter members, annual benefits for plan years beginning October 1, 2014, are equal to total
years of service times 2.5% of final average compensation (highest 3 consecutive years of the last
5). In addition, police officer and firefighter members also will receive a supplement funded with
Chapter 185 or 175, F.S., as applicable, Premium Tax monies equal to 0.63% and 0.79%,
respectively, of final average compensation times credited service. No other changes in benefit
provisions have been made for the plan year beginning October 1, 2017. The minimum benefit for
duty disability is 45% of final average compensation for general, police officer and firefighter
members. The minimum benefit for non-duty disability for all members is 25% of final average
compensation. A member who terminates with less than 7 years’ service may withdraw his or her
member contributions.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

The Boards of Trustees establish and may amend provisions of the plan related to participant
eligibility, contribution requirements, vesting, and benefit provisions. However, these plan
provisions are subject to minimum requirements established in Chapters 112, 175, and 185, Florida
Statutes. The Plan does not issue a stand-alone financial report.

Current membership in the Plan as of September 30, 2025 is as follows:

Police Fire
General Officers Fighters Total

Inactive plan members or beneficiaries

currently receiving benefits 118 35 15 168
Inactive plan members entitled to but

not yet receiving benefits 53 3 14 97

Active plan members 107 26 25 158
Total 278 54 423

Contributions. Contributions consist of the remaifiing,ameunt required in order to pay current
costs and amortize unfunded past service cost, if an provided in Chapter 112, Florida Statutes.

Employees are required to contribute 6.00% the'?a al salary.
Concentrations. As of September 30§ 2025,%he Plans did not hold investments in any one

organization that represents 5% or mi the Plans’ fiduciary net position.

Rate of Return. For the year ende
on General, Police Office
investment expense was
of return expresses i
amounts actually in

er 30, 2025, the annual money-weighted rate of return
irefighters Pension Plans investments, net of pension plan
1.34)%, and (11)%, respectively. The money-weighted rate
performance, net of investment expense adjusted for the changing

Deferred Retirement Option Program (DROP). Eligibility is met with satisfaction of normal
retirement requirements. Participation is not to exceed five years, or for police officers and
firefighters, beyond attaining 35 or 34 years, respectively, of credited service, if earlier. General
and Police DROP participants may choose actual net rate of return as reported by the Fund’s
monitor each September 30 or a fixed 6.5% per annum compounded monthly. Effective beginning
with the year ending September 30, 2008 the rate of return was limited to 0% for general members
in DROP. Rate for Firefighter DROP participants is the greater of: 1) net rate of investment return
or 2) 5.0%. The DROP balance as of September 30, 2025 was $311,469, $124,931, and $0,
respectively, for general, police officer and firefighters.

Net Pension Liability. The City’s net pension liability was measured as of September 30, 2025,

and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation dated October 1, 2024 and rolled forward to that date.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

The components of the net pension liability for the plans at September 30, 2025 were as follows:

City of Palatka - Palatka Gas Total General
General Authority Retirement Fund
Total pension liability $ 26,344,390 $ 4,249,642 $ 30,594,032
Plan fiduciary net position (21,496,582) (3,467,636) (24,964,218)
Net pension liability $ 4,847,809 $ 782,005 $ 5,629,814
Pension fiduciary net position as a
percentage of the total pension liability 81.60% 81760% 81.60%
ice\Officers' Firefighters'
Total pension liability 4,920 $ 14,317,586
Plan fiduciary net position (15,025,403) (12,443,033)
Net pension liability 2,779,517 $ 1,874,553

Pension fiduciary net position as a

percentage of the total pension liability , 84.39% 86.91%

Actuarial assumptions. The total pen liability was determined by an actuarial valuation as of
October 1, 2024, rolled forward t ember 30, 2025, using the following actuarial assumptions,

applied to all periods included,in t easurement:
Police Fire
General Officers Fighters

Investment rate of re 7.40% 7.50% 7.40%
Projected salary increas Service based Service based Service based
* Includes inflation at 2.50% 2.50% 2.50%
Discount rate 7.40% 7.50% 7.40%

The most recent actuarial experience study for which significant assumptions are based upon was
dated September 17, 2021 for the General Plan, and June 14, 2022 for Police Officers’ and

Firefighters’ Plans.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expenses and inflation) are developed for each
major asset class. These ranges are combined to produce the long term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation.

Best estimates of arithmetic real rates of return for each major asset class included in all three
pension plans’ target asset allocations as of September, 30 2025 are summarized in the following

table:
V Long-term

Expected Real

Rate of Return
Asset class: General refighters' All Plans
Domestic equity 52.0% 52.0% 7.80%
Internation equity 8.0% 8.0% 3.80%
Bonds 20.0% 20.0% 1.80%
High yields bonds 4.0% 4.0% 4.20%
Convertibles 5.0% 6.30%
Private real estate 5.0% 5.40%
Infrastructure 5.0% 6.40%
Cash 1.0% -0.10%
Total 100.0%

Discount Rate. Thefdisca te used to measure the total pension liability was 7.40% for the
General and Fireﬁg an and 7.50% for the Police Plan. The projection of cash flows used
to determine the disco te assumed that plan member contributions will be made at the current
contribution rate and that sponsor contributions will be made at rates equal to the difference
between actuarially determined contribution rates and the member rate. Based on those
assumptions, the pension plan's fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit payments
to determine the total pension liability.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

Changes in the Net Pension Liability (General)

Total Plan
Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balance - beginning of year $ 29,205,826 $ 22,693,463 $ 6,512,363
Changes for the year:
Service cost 673,175 - 673,175
Interest 2,125,397 - 2,125,397
Changes in benefit terms - - -
Difference between expected
and actual experience 552,256 V 552,256
Changes of assumptions 352,219 352,219
Contributions-employer - 44,312 (1,844,312)
Contributions-employees - 60,573 (360,573)
Net investment income - 2,448,335 (2,448,335)
Benefit payments, including refunds
of employee contributions (2,314, (2,314,841) -
Administrative expense (67,624) 67,624
Net changes ,388.206 2,270,755 (882,549)
Balance - end of year 30,594,032 24,964,218 $ 5,629,814
City of Palatka
Increase (Decrease)
otal Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balance - beginning of year $ 25,149,137 $ 19,541,341 $ 5,607,796
Changes for the yea
Service cost 579,671 - 579,671
Interest 1,830,179 - 1,830,179
Changes in benefit terms - - -
Difference between expected
and actual experience 475,548 - 475,548
Changes of assumptions 303,296 - 303,296
Contributions-employer - 1,588,137 (1,588,137)
Contributions-employees - 310,489 (310,489)
Net investment income - 2,108,261 (2,108,261)
Benefit payments, including refunds
of employee contributions (1,993,310) (1,993,310) -
Administrative expense - (58,231) 58,231
Net changes 1,195,384 1,955,347 (759,963)
Balance - end of year $ 26,344,521 $ 21,496,688 $ 4,847,833
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

Palatka Gas Authority
Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balance - beginning of year $ 4,056,689 $ 3,152,122 $ 904,567
Changes for the year:
Service cost 93,504 - 93,504
Interest 295,218 - 295,218
Changes in benefit terms - - -
Difference between expected
and actual experience 76,708 - 76,708
Changes of assumptions 48,923 48,923
Contributions-employer - (256,175)
Contributions-employees - (50,084)
Net investment income - (340,074)
Benefit payments, including refunds
of employee contributions (321,531) -
Administrative expense (9,393) 9,393
Net changes 315,408 (122,586)
Balance - end of year $ 3,467,530 $ 781,981
Changes in the Net Pension Liabili olice Officers’)
Police Officers'
Increase (Decrease)
otal Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balance - beginning of yea $ 15,874,776 $ 13,853,538 $ 2,021,238
Changes for the ye
Service cost 287,243 - 287,243
Interest 1,174,268 - 1,174,268
Changes of benefit terms 1,096,674 - 1,096,674
Difference between expected
and actual experience 132,108 - 132,108
Changes of assumptions 250,061 - 250,061
Contributions-Employer - 434,207 (434,207)
Contributions-State - 119,914 (119,914)
Contributions-Employees - 136,057 (136,057)
Net investment income - 1,548,905 (1,548,905)
Benefit payments, including refunds
of employee contributions (1,010,210) (1,010,210) -
Administrative expense - (57,008) 57,008
Net changes 1,930,144 1,171,865 758,279
Balance - end of year $ 17,804,920 $ 15,025,403 $ 2,779,517
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Notes to Financial Statements
Year Ended September 30, 2025
NOTE 9 - PENSION PLANS (CONTINUED)

Changes in the Net Pension Liability (Firefighters’)

Firefighters'
Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
Balance - beginning of year $ 13,106,017 $ 11,100,014 $ 2,006,003
Changes for the year:
Service cost 324,531 - 324,531
Interest 970,966 - 970,966
Change in benefit terms 226,279 - 226,279
Difference between expected
and actual experience 98,261 98,261
Changes of assumptions 210,286 210,286
Contributions-Employer 9,506 (599,500)
Contributions-State 87,475 (87,475)
Contributions-Employees 111,704 (111,704)
Net investment income 1,216,420 (1,216,420)
Benefit payments, including refunds
of employee contributions (61 £54) (618,754) -
Administrative expense - (53,332) 53,332
Net changes 1,211,569 1,343,019 (131,450)
Balance - end of year 14,317,586 $ 12,443,033 $ 1,874,553

ability to changes in the discount rate. The following presents the
net pension liability of th y an@’the firefighters’, calculated using the discount rate of 7.40%,
d firefighters’ net pension liability would be if it were calculated
using a discount rat¢ -percentage point lower or 1-percentage point higher than the current
rate.

The charts present the net pension liability of the Police officers’, calculated using the discount
rate of 7.50%, as well as what the Police officers’ net pension liability would be if it were

calculated using a discount rate that is 1-percentage point lower or 1-percentage point higher than
the current rate
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

Net Pension 1% Decrease Discount Rate 1% Increase
Liability 6.40% 7.40% 8.40%
General $ 8,627,609 $ 5,629,814 $ 3,083,497

Current
Net Pension 1% Decrease Discount Rate 1% Increase
Liability 6.50% 7.50% 8.50%
Police officers' 4,907,199 2,779,517 1,034,124
Current
Net Pension 1% Decrease Discount Rate 1% Increase
Liability 6.40% 7.40% 8.40%
Firefighters' 3,719,721 1,874,55 353,519

Pension expense and deferred outflows of resources a
year end September 30, 2025, the City recognizedgpe pense of $1,495,502 (including
$207,725 for Palatka Gas Authority), $1,684,830£and?$680,559 relating to the General, Police
Officers’, and Firefighters’ plans respectively. At ember 30, 2025, the City reported deferred
outflows and inflows of resources relating#to tth eral, Police Officers’, and Firefighters’
pensions from the following sources:

inflows of resources. For the

Defe Deferred Deferred Deferred Deferred Deferred
Outflows Outflows Inflows Inflows Inflows
of Resources - of Resources - of Resources - of Resources -  of Resources -
PGA Total City PGA Total
Differences between expected and actual
experience 37,773 $ 38,355 $ 276,128  $ -3 -8
Changes of assumptions 151,648 24,462 176,110
Difference between projected ang
earnings on pension plan i - - - 796,726 182,682 1,315,163
Total $ 389,420 $ 62,818 $ 452,238 $ 796,726 $ 182,682 $1,315,163
Police Officers' Firefighters'
Deferred Deferred Deferred Deferred
Outflows Inflows Outflows Inflows
of Resources of Resources of Resources of Resources
Differences between expected and actual
experience $ 66,054 $ - $ 251,080 $
Changes of assumptions 125,031 - 157,716
Difference between projected and actual
earnings on pension plan investments (net) - 833,617 - 641,228
Total $ 191,085 $ 833,617 $ 408,796 $ 641,228
57

Page 64 of 158



City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ending General - General - General - Police

September 30, City PGA Total Officers' Firefighters'

2026 $ 689,407 $ 111,209 § 800,616 § 373,375 $ 302,649

2027 (650,017) (104,855) (754,872) (463,322) (187,585)
2028 (648,880) (104,671) (753,551) (447,779) (269,429)
2029 (133,571) (21,547) (155,118) (104,806) (78,067)
2030 - - - - -

Thereafter - - - & - -

Total $ (743,061) $ (119,864) § (862,925) ,932)  § (232,432)

Pension Plan Financial Statements

Combining Statement of Fiduciary Net Position — te\ , 2025

eneral Police Officers' Firefighters'
etireﬁt Retirement Retirement
und Fund Fund Total
Assets
Investments:
Money market and other cash equivalents $ (74,945) $ 511,525 $ 576,772 $ 1,013,352
Government bonds and notes - - - -
Government agencies - - - -
Corporate bonds and notes - - - -
Fixed income - 989,165 733,503 1,722,668
Equity - 1,514,537 1,245,752 2,760,289
Mutual funds - fixed in€o 7,121,703 3,296,104 3,029,225 13,447,032
Mutual funds - equities 15,071,437 8,179,447 6,326,382 29,577,266
Pooled/Common/Commingledgfunds - equity 1,675,797 - - 1,675,797
Pooled/Common/Commingled funds - real estate 1,045,171 654,362 486,967 2,186,500
Total investments 24,839,163 15,145,140 12,398,601 52,382,904
Accounts receivable 155,977 49,240 64,670 269,887
Total assets 24,995,140 15,194,380 12,463,271 52,652,791
Liabilities 30,922 168,977 20,238 220,137
Net position:
Restricted for pension benefits $ 24,964,218 $ 15,025,403 $ 12,443,033 $ 52,432,654
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 9 - PENSION PLANS (CONTINUED)

Combining Statement of Changes in Fiduciary Net Position — Year Ended September 30, 2025

General Police Officers' Firefighters'
Retirement Retirement Retirement
Fund Fund Fund Total
Additions
Contributions
Employer $ 1,844,312 $ 434,207 $ 599,506 $ 2,878,025
Member 360,573 136,057 111,704 608,334
State on behalf, through general fund - 119,914 87,475 207,389
Total contributions 2,204,885 690,178 798,685 3,693,748
Investment income
Net appreciation (depreciation) in fair value
of investments 1,438,602 1,381,0 ,099,109 3,918,800
Interest & dividends 1,075,409 173,894 1,487,275
Less investment fee (65,676) (56,583) (192,415)
Net investment income (loss) 2,448,335 1,216,420 5,213,660
Total additions (deductions) 2,015,105 8,907,408
Deductions
Member benefits 2,046,@ 849,962 618,754 3,514,744
Withdrawls 97,651 148,739 - 346,390
Refunds of member contributions 162 11,509 - 82,671
Administrative expense 67,624 57,008 53,332 177,964
Total deductions 2,382,465 1,067,218 672,086 4,121,769
Change in net position v 2,270,755 1,171,865 1,343,019 4,785,639
Net position restricted for
pension benefits, beginning_ of th ar 22,693,463 13,853,538 11,100,014 47,647,015
Net position restricted fo
pension benefits, end o $ 24,964,218 $ 15,025,403 $ 12,443,033 $ 52,432,654

Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The City has complied with the requirements of subsection (g) of IRC
Section 457 and, accordingly, all assets and income of the plan are held in trust for the exclusive
benefit of the participants and their beneficiaries. Consequently, the plan is not reported in the

City’s financial statements.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS
Plan Description

The City sponsors and administers a single-employer defined benefit plan for postemployment
benefits other than pension benefits (OPEB Plan).

The City’s health care plan includes certain health care benefits for retired employees of the City,
including its component unit, the Palatka Gas Authority. Substantially all employees may become
eligible for those benefits if they reach normal retirement age while working for the City or Palatka
Gas Authority. The premiums for the retirees are deducted from their pension account, and are
entirely paid by those participants. The City pays no portion of the premiums attributable to the
retirees, but does contribute any remaining amount necessary for payment of claims. In future
years, contributions are assumed to increase at the same rate as prem%

For purposes of applying Paragraph 4 under Statement
Reporting for Postemployment Benefits Other Than P Si0 e Plan does not meet the
requirements for an OPEB plan administered through he City has not established a

qualifying trust for the OPEB plan. The OPEB Plan s ue a stand-alone financial report.
The City Commission can amend the benefit provisions provided by the OPEB Plan.
Benefits Provided &

The OPEB Plan provides an implicit insurance subsidy for retirees of the City and Palatka
Gas Authority. The plan allows who retire and meet retirement eligibility under one of
the City’s retirement plans (an ouses and eligible dependents) to continue medical
insurance coverage as a p ant'in the City’s health insurance plan. The retiree pays 100% of
the blended group rate prefy

ccounting and Financial

Contributions

The contribution requirements of plan members and the participating employers are established
and may be amended by the City. The City’s required contribution, actuarially determined, is
based on a combination of projected pay-as-you-go financing, with an additional amount to
prefund benefits when earned. Contributions are not based on a measure of pay. The contractually
required contribution for the year ended September 30, 2025 was $28,234. Actual contributions
to the OPEB Plan were $28,234 for the year ended September 30, 2025. Retiree plan members
receiving benefits contributed to pay-as-you-go financing through their required contributions for
health insurance premiums.
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)
Total OPEB Liability
The measurement date is September 30, 2025, based on an actuarial valuation dated October 1,
2023 and rolled forward to September 30, 2025. The reporting period is October 1, 2024 through
September 30, 2025.

The Sponsor’s total OPEB liability of $469,210 (comprised of $424,072 for City and $45,138 for
Palatka Gas Authority) was measured as of September 30, 2025.

Actuarial Assumptions and Other Inputs

Table v
Inflation rate 2.50%
Salary increase rate(s) Vari TVIC
Discount rate ‘?/\
Initial trand rate
Ultimate trend rate
Years to ultimate
All mortality rates were based on the b 2010 mortality tables.
Discount Rate
All future benefit payments were ed using a high-quality municipal bond rate of 4.50%.
The rate was based on the loSest but not later than the measurement date of the Bond Buyer

20-Bond Index as published b¥ ederal Reserve. This index consists of 20 general obligation

bonds that mature in 20'y&ars: NI he average rating of the 20 bonds is roughly equivalent to Moody’s
Investors Service’s % g and Standard & Poor’s Corp.’s AA.
The remainder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025
NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)
Change in Total OPEB Liability

Changes for the year:

Service cost $ 36,840
Interest 19,606
Difference between expected and actual experience -
Changes of assumptions and actual experience (20,845)
Benefit payments (24,634)
Net changes 10,967
Total OPEB liabilitty - beginning of reporting period 458,243
Total OPEB liabilitty - end of reporting period 469,210
Changes in assumptions reflect a change in the discount rate fr %7% for the reporting period
ended September 30, 2024, to 4.50% for the reporting per eptember 30, 2025.

Sensitivity of the Total OPEB Liability to change§.in the Discount Rate

The following presents the total OPEB lia&w onsor, as well as what the Sponsor’s total
te

OPEB liability would be if it were calc sing a discount rate that is one percentage-point
lower or one percentage-point higher Qhe curent discount rate:

Current
WGcrease Discount Rate 1% Increase
3.50% 4.50% 5.50%
Total OPEB liability- $ 468,637 $ 403,066 $ 385,314
Total OPEB lia 1@ 49,881 66,144 41,013
Total OPEB liabilig $ 518,518 $ 469,210 $ 426,327

The remainder of the page was left blank intentional
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 10 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)
Sensitivity of the Total OPEB Liability to changes in the Healthcare Cost Trend Rates

The following presents the total OPEB liability of the Sponsor, as well as what the Sponsor’s total
OPEB liability would be if it were calculated using healthcare cost trend rates that are one
percentage-point lower or one percentage-point higher than the current healthcare cost trend rates:

Healthcare Cost
1% Decrease Trend Rates 1% Increase
3.00% - 7.50% 4.00% - 8.50% 5.00% - 9.50%
Total OPEB liability - City $ 372,360 $ 403,066 $ 485,594

Total OPEB liability - PGA 39,634 66, 51,686
Total OPEB liability $ 411,994 $ 0 537,280
OPEB Expense and Deferred Outflows of Resources an 1flows of Resources Related

to OPEB \
For the year ended September 30, 2025, the Sp recognized OPEB expense of $24,942,
including $2,399 for the Palatka Gas Authority. y

On September 30, 2025, the Sponsor re erred outflows of resources and deferred inflows
of resources related to OPEB from thgfollewing Sources:

U s of Resources Deferred Inflows of Resources
GA Total City PGA Total
Differences between expected
and actual experience $ -3 - 8 142,546 $ 15,173 $ 157,719
Changes of assumptions - - 123,688 13,165 136,853
Total - 3 -3 - $ 266,234 $ 28,338 § 294,572

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

Year ending

September 30, City PGA Total

2026 $ (84,841) S (9,030) $ (93,871)
2027 (81,034) (8,625) (89,659)
2028 (49,169) (5,233) (54,402)
2029 (3,141) (334) (3,475)
2030 - - -
Thereafter - - -
Total $ (218,185) $ (23,222) $ (241,407)
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City of Palatka, Florida
Notes to Financial Statements
Year Ended September 30, 2025

NOTE 11 - RISK MANAGEMENT

The City is exposed to various risks of loss related to general liability, workers’ compensation,
public liability, law enforcement liability, health benefits, property damage, and errors and
omissions. To manage its risks, the City participates in the Florida League of Cities Self Insurance
Fund (the “Fund”) a public entity risk pool currently operating as a common risk management and
insurance program for member cities. The City pays an annual premium to the Fund for its
coverage. The premiums are designed to fund the liability risks assumed by the Fund and are
based on certain actual exposures of each member. The City’s settled claims have not exceeded
coverage in any of the past three fiscal years.

NOTE 12 - CONTINGENCIES

The City is evaluating potential financial exposure related to a g yroject change order
that exceeded allowable reimbursement limits and has initiated co covery efforts.

The City is sometimes a party to lawsuits and claimsgariSing of the normal conduct of its
M inst the City cannot be predicted
att

activities. While the results of lawsuits or other prog€e
with certainty, management does not expect that these will have a material adverse effect

on the financial condition of the City as of Septembef30, 2025.
NOTE 13 - SUBSEQUENT EVENTS &

Management has evaluated subsequ ents to determine if events or transactions occurring
through June 29, 2026, the date nangial statements available to be issued, require potential
adjustment to or disclosure in the | statements.

On May 28, 2026, the ission formally prohibited future land-swap transactions,

limiting all future r

C PIOP
Management is also eV Ea

transactions to fee-simple sales. Additionally, the City initiated
to a grant-funded project change order identified during the audit.
ing alternative financing options associated with the Drinking Water
State Revolving Fund loan executed during the fiscal year.

cost-recovery effo

NOTE 14 - NEW ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board (GASB) issued several pronouncements that are
effective for these financial statements. These are:

In December 2023, the GASB issued Statement No. 102, Certain Risk Disclosures. This Statement
will provide users of government financial statements with essential information about risks
related to a government’s vulnerabilities due to certain concentrations or constraints. This
Statement defines a concentration as a lack of diversity related to an aspect of a significant inflow
of resources or outflow of resources. A constraint is a limitation imposed on a government by an
external party or by formal action of the government’s highest level of decision-making authority.
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Notes to Financial Statements
Year Ended September 30, 2025

Concentrations and constraints may limit a government’s ability to acquire resources or control
spending. This Statement requires a government to assess whether a concentration or constraint
makes the primary government reporting unit or other reporting units that report a liability for
revenue debt vulnerable to the risk of a substantial impact. Additionally, this Statement requires
a government to assess whether an event or events associated with a concentration or constraint
that could cause the substantial impact have occurred, have begun to occur, or are more likely than
not to begin to occur within 12 months of the date the financial statements are issued. If a
government determines that those criteria for disclosure have been met for a concentration or
constraint, it should disclose information in notes to financial statements in sufficient detail to
enable users of financial statements to understand the nature of the circumstances disclosed and
the government’s vulnerability to the risk of a substantial impact. The disclosure should include
descriptions of the following:

e The concentration or constraint
e FEach event associated with the concentration or constraint ﬂWcause a substantial

impact if the event had occurred or had begun to occur pri ance of the financial
statements
e Actions taken by the government prior to the i of) the financial statements to
mitigate the risk.
This Statement is effective for the fiscal years begifiningafter June 15, 2024, and all reporting
periods thereafter.

0. lﬁ, nancial Reporting Model Improvements.
components of the financial reporting model to
ormation that is essential for decision making and
his Statement is effective for the fiscal years beginning
s thereafter.

In April 2024, the GASB issued Stateme
The objective of this Statement is to im

enhance its effectiveness in providdg i
assessing a government’s accountabili
after June 15, 2025, and all repo T

In September 2024, the
This Statement requires ¢

issuged Statement No. 104, Disclosure of Certain Capital Assets.
es of capital assets to be disclosed separately in the capital
assets note disclos ¢ by Statement 34. Lease assets recognized in accordance with
Statement No. 87, % and intangible right-to-use assets recognized in accordance with
Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment
Arrangements, should be disclosed separately by major class of underlying asset in the capital as-
sets note disclosures. Subscription assets recognized in accordance with Statement No. 96,
Subscription-Based Information Technology Arrangements, also should be separately disclosed.
In addition, this Statement requires intangible assets other than those three types to be disclosed
separately by major class. This Statement also requires additional disclosures for capital assets
held for sale. A capital asset is a capital asset held for sale if (a) the government has decided to
pursue the sale of the capital asset and (b) it is probable that the sale will be finalized within one
year of the financial statement date. Governments should consider relevant factors to evaluate the
likelihood of the capital asset being sold within the established time frame. This Statement requires
that capital assets held for sale be evaluated each reporting period. Governments should disclose
(1) the ending balance of capital assets held for sale, with separate disclosure for historical cost
and accumulated depreciation by major class of asset, and (2) the carrying amount of debt for
which the capital assets held for sale are pledged as collateral for each major class of asset.
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Schedule of Revenues, Expenditures, and Changes in Fund Balances

Revenues:
Taxes
Permits, fees and special assements
Intergovernmental
Charges for services
Fines and forfeitures
Miscellaneous
Total revenues

Expenditures:

Current:
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation
Capital outlay

Debt service
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of revenues over expendi
Other financing sources ( :
Operating transfer i

Operating transfer ou
Issuance of debt
Capital lease issuance
Sale of surplus property
Capital contributions
Reserves

Total other financing sources (uses):
Net change in fund balance

Fund balances - beginning of year
Fund balance, end of year

City of Palatka, Florida

Budget to Actual — General Fund
Year Ended September 30, 2025

Variance

Original Final Favorable
Budget Budget Actual (Unfavorable)
$ 696849 § 696849 $§ 6474597 $§  (493,899)
4,106,677 4,106,677 3,583,135 (523,542)
1,853,922 1,853,922 1,816,822 (37,100)
240,480 240,480 265,560 25,080
133,880 133,880 220,995 87,115
636,121 636,121 926,630 290,509
13,939,576 13,939,576 13,287,739 (651,837)
4,325,191 4,325,19 VS% 344,365
8,750,368 8,7503368 9,648,702 (898,334)
1,500,722 \ 1,436,670 64,052
1353 5,327 124,851 10,476
1,154,035 1,154,035 925,642 228,393
4,53 2,574,533 1,305,534 1,268,999
3815705 381,705 327,263 54,442
114,552 114,552 63,185 51,367
8,936,433 18,936,433 17,812,673 1,123,760
(4,996,857) (4,996,857) (4,524,934) 471,923
2,803,939 2,803,939 3,053,319 249,380
(566,159) (566,159) (203,520) 362,639
2,237,780 2,237,780 2,849,799 612,019
$ (2,759,077) $ (2,759,077) (1,675,135) § 1,083,942

6,985,414
S 5310265

See the accompanying notes.
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City of Palatka, Florida
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget to Actual — Downtown Redevelopment Agency Fund
Year Ended September 30, 2025

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Taxes $ 964,820 $ 964,820 § 1,198,043 § 233223
Miscellaneous - - - -
Total revenues 964,820 964,820 1,198,043 233,223
Expenditures:
Economic environment - - 348,471 (348,471)
Total expenditures - - 348,471 (348,471)
Excess of revenues over expenditures 964,820 964,820 849,572 (115,248)
Other financing sources (uses):
Operating transfer in 1,224,008 1,224500 - (1,224,008)
Operating transfer out - (227,459) (227,459)
Issuance of debt - - -
Capital lease issuance - - - -
Sale of surplus property - - -

Total other financing sources (uses): ,224 1,224,008 (227,459) (1,451,467)
Net change in fund balance $ 2,188,828 § 2,188,828 622,113 $ (1,566,715)
Fund balances - beginning of year 2,499,307

Fund balance, end of year v

§ 3,121,420

See the accompanying notes.
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City of Palatka, Florida
Notes to Budgetary Comparison Schedules
September 30, 2025

Budgets are prepared and adopted on the modified accrual basis of accounting.

On or before the first day in August of each year, the City Manager submits to the City Commission
a budget for the ensuing fiscal year, along with an accompanying budget message. The general
summary of the budget and notice of public hearing is published in the local newspaper. Prior to
the last day of September, the budget is legally enacted. All appropriations lapse at the end of the
fiscal year.

Florida Statutes provide that it is unlawful to make expenditures that exceed the total amount
budgeted for each fund. The City Manager can approve budget transfers within and between

operating departments and divisions of the same fund. All interfund transfers require prior
approval of the City Commission. Therefore, the fund level is the legal level of control for budget

considerations.
Annual budgets are adopted for all governmental funds. V

N
<</\

?\
&
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City of Palatka, Florida
Schedule of Changes in Net Pension Liability and Related Ratios
General Pension Plan

Year Ended September 30, 2025

Last 10 Fiscal Years

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Total pension liability
Service cost $ 673,175 $ 591,230 $ 483,533 $ 407,022 $ 462,352 $ 469,426 $ 393,661 $ 423,870 $ 386,138 $ 340,525
Interest 2,125,397 2,008,685 1,976,615 1,985,787 1,952,058 1,943,145 1,894,079 1,872,580 1,807,530 1,707,988
Changes in benefit terms - 845,441 -
Difference between expected and actual experience 552,256 531,657 193,303 (651,079) 246,792 173,030 404,844 23,255 408,495 (74,220)
Changes of assumptions 352,219 - - - 89,552 (145.479) 249,474 238,967 257,491 1,236,245
Benefit payments, including refunds
of employee contributions (2,314,841) (2,648,701) (2,006,842) (1,877,528) (1,898,267) ,048,737) (1,826,224) (1,713,924) (1,737,850)
Net changes in total pension liability 1,388,206 1,328,312 646,609 (135,798) 852,487 893,321 732,448 1,145,730 1,472,688
Total pension liability-beginning 29,205,826 27,877,514 27,230,905 27,366,703 26,514 25,229,130 24,496,682 23,350,953 21,878,265
Total pension liability-ending (a) 30,594,032 29,205,826 27,877,514 27,230,905 27,366,7 26,122,451 25,229,130 24,496,682 23,350,953
Total fiduciary net position
Contributions
Employer 1,844,312 1,686,668 1,508,293 1,420,54 1,354,046 1,062,017 866,294 739,093 679,864
Employee 360,573 328,572 276,296 235, 221,385 209,178 188,324 192,427 175,818
Net investment income 2,448,335 4,373,617 1,325,651 (3,8 3.4 39 1,389,220 771,522 994,227 1,528,570 1,554,168
Benefit payments, including refunds
of employee contributions (2,314,841) (2,648,701) (2,006,842) (1,877,52 (1,898,267) (2,048,357) (2,048,737) (1,826,224) (1,713,924) (1,737,850)
Administrative expense (67,624) (63,438) (45,458 (5’4) (36,749) (51,912) (34,739) (33,995) (29,451) (34,904)
Net changes in plan fiduciary net position 2,270,755 3,676,718 , (4,1627285) 2,974,064 864,382 (40,759) 188,626 716,715 637,096
Plan fiduciary net position-beginning 22,693,463 19,016,745 17,958 121,090 19,147,026 18,282,044 18,323,403 18,134,777 17,418,063 16,780,967
Plan fiduciary net position-ending 24,964,218 22,693,463 58,805 22,121,090 19,147,026 18,282,644 18,323,403 18,134,777 17,418,063
Net pension liability-ending (a)-(b) $5,629,814 $6,512,363 $9,272,100 $5,245,613 $7,367,190 $7,839,807 $6,905,727 $6,361,905 $5,932,890
Plan fiduciary net position as a percentage of
the total pension liability 81.60% 77.70% 65.95% 80.83% 72.21% 69.99% 72.63% 74.03% 74.59%
Covered payroll $6,009,556 0 3,920,363 $3,689,497 $3,689,497 $3,689,497 $3,486,295 $3,148,480 $3,197,367 $2,930,299
Net pension liability as a percentage of
covered payroll 92% 226.02% 251.31% 142.18% 199.68% 224.88% 219.34% 198.97% 202.47%

Notes to the Schedule

For measurement date 09/30/202 1, amounts reported as changes o
For measurement date 09/30/2020, amounts reported as changes of as

ons resulted from lowering the investment rate of return from 7.50% to 7.40%
ptions resulted from lowering the investment rate of return from 7.60% to 7.50%

For measurement date 09/30/2019, amounts reported as changes of assumptions resulted from lowering the investment rate of return from 7.70% to 7.60%
For measurement date 09/30/2018, amounts reported as changes of assumptions resulted from lowering the investment rate of return from 7.80% to 7.70%
For measurement date 09/30/2017, amounts reported as changes of assumptions resulted from lowering the investment rate of return from 7.90% to 7.80%
In addition, the assumed rates of mortality were changed from those in the July 1, 2015 FRS valuation report to those used in the July 1, 2016 FRS
valuation report (FRS herein is the Florida Retirement System).
For measurement date 09/30/2016, amounts reported as changes of assumptions resulted from an experience study dated Sept. 20,2016:
- The assumed rate of individual salary increases was changed from a 5.50% each year to a service-based table.
- The assumed interest rate was lowered from 8.0% to 7.9%.
- The assumed rates of mortality were changed to match what is used by FRS for non-special risk participants.
- The assumed rates for Normal Retirement increased for all ages.
- The assumed rates of disability decreased by changing from Table 1207 to Table 1201.
- The inflation assumption rate was lowered form 3.00% to 2.70%, matching the long-term inflation assumption used by the Plan's investment consultant.
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City of Palatka, Florida

Schedule of Changes in Net Pension Liability and Related Ratios
Police Officers’ Pension Plan
Year Ended September 30, 2025

Last 10 Fiscal Years

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
Total pension liability
Service cost $ 287,243 $ 238,300 $ 189421 $ 230485 $ 230013 $ 248,069 $ 239,064 $ 235276 $ 213253 $ 213,832 $ 278,204
Interest 1,174,268 1,090,368 1,080,335 1,069,778 998,166 981,113 1,009,282 953,900 868,015 851,901 812,851
Changes of benefit terms 1,096,674 415,743 (506,377) 228,369 - - - - - (41,662) (108,171)
Difference between expected and actual experience 132,108 273,392 225,283 (190,279) 345,990 149,301 (676,400) 271,647 609,467 (454,959) 50,553
Changes of assumptions 250,061 - - (27,379) - (43,230) 145,942 145,765 165,502 321,310 -
Benefit payments, including refunds
of employee contributions (1,010,210) (885,914) (921,652) (879,901) (816,466) (1,018918) 31,237 (633,367) (618,511) (561,601) (528,946)
Net changes in total pension liability 1,930,144 1,131,889 67,010 431,073 757,703 316, 973,221 1,237,726 328,821 504,491
Total pension liability-beginning 15,874,776 14,742,887 14,675,877 14,244,804 13,487,101 5 12,310,894 11,073,168 10,744,347 10,239.856
Total pension liability-ending (a) $17,804,920 $15,874,776 $14,742,887 $14,675.877 $14,244,804 ,766 $13,284,115 $12,310,894 $11,073,168 $10,744,347
Total fiduciary net position
Contributions
Employer 434,207 391,979 382,666 343,472 248,264 287,923 154,829 186,569 151,756 196,130
State 119914 113,280 99,811 85,728 77,299 72,068 67,554 65,893 64,825
Employee 136,057 115,713 96,243 92,687 92,521 83,808 86,168 81,274 85,064
Net investment income 1,548,905 2,572,853 894,968 (2,215,065) 401,546 788,650 1,137,327 904,015 (394,718)
Benefit payments, including refunds
of employee contributions (1,010,210) (885,914) (921,652) (879,901) (1,018,918) (831,237) (633,367) (618,511) (561,601) (528,946)
Administrative expense (57,008) (53.420) (42,387) (43,550) (26,058) (28,518) (24,245) (34,770) (26,755)
Net changes in plan fiduciary net position 1,171,865 2,254,491 509,649 367,576 1,994 437,470 834,862 606,567 (604.,400)
Plan fiduciary net position-beginning 13,853,538 11,599,047 11,089,398 11,494,353 11,492,359 11,054,889 10,220,027 9,613,460 10,217,860
Plan fiduciary net position-ending $15,025,403 $13,853,538 $11,599,047 $ 13,708,729 $11,861,929 $11,494,353 $11,492,359 $11,054,889 $10,220,027 $ 9,613,460
Net pension liability-ending (a)-(b) $§ 2,779,517 $ 2,021,238 $ 3,143,840 $ 536,075 $ 1,625,172 $ 1,676,413 $ 1,791,756 $ 1,256,005 $ 853,141 $ 1,130,887
Plan fiduciary net position as a percentage of
the total pension liability 84.39% 87.27% 75.56% 96.24% 87.95% 87.27% 86.51% 89.80% 92.30% 89.47%
Covered payroll $ 2,267,622 $ 1,928,555 $ 544,776 $ 1,449,328 $ 1,484,076 $ 1,542,023 $ 1,396,791 $ 1,436,141 $ 1,354,573 $ 1,433,319
Net pension liability as a percentage of
covered payroll 122.57% 10; 232.17% 36.99% 109.51% 108.72% 128.28% 87.46% 62.98% 78.90%
Notes to the Schedule
For measurement date 09/30/2021, amounts reported as changes of assu
For measurement date 09/30/2020, amounts reported as changes of assu owering the investment rate of return from 7.60% to 7.50%
For measurement date 09/30/2019, amounts reported as changes of assump from lowering the investment rate of return from 7.70% to 7.60%
For measurement date 09/30/2018, amounts reported as changes of assumptio d from lowering the investment rate of return from 7.80% to 7.70%
For measurement date 09/30/2017, amounts reported as changes of assumptions Tesulted from lowering the investment rate of return from 7.90% to 7.80%
In addition, the assumed rates of mortality were changed from those in the July 1, 2015 FRS valuation report to those used in the July 1,2016 FRS
valuation report (FRS herein is the Florida Retirement System).
For measurement date 09/30/2016, amounts reported as changes of assumptions resulted from an experience study dated Sept. 20, 2016:
- The assumed rate of individual salary increases was changed from a 5.50% each year to a service-based table.
- The assumed interest rate was lowered from 800% to 7.9%.
- The assumed rates of mortality were changed to match what is used by FRS for non-special risk participants.
- The assumed rates for Normal Retirement increased for all ages.
- The assumed rates of disability decreased by changing from Table 1207 to Table 1201.
- The inflation assumption rate was lowered form 3.00% to 2070%, matching the long-term inflation assumption used by the Plan's investment consultant.
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City of Palatka, Florida

Schedule of Changes in Net Pension Liability and Related Ratios

Firefighters’ Pension Plan
Year Ended September 30, 2025

Last 10 Fiscal Years

2025

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
Total pension liability
Service cost $ 324,531 $ 281,574 $ 280,676 $ 269,114 $ 254615 $ 257,388 $ 232935 $ 210,260 $ 185,742 $ 172,607 $ 177,733
Interest 970,966 881,946 897,175 872,561 845,464 822,576 778,034 747,092 726,035 718,377 707,171
Changes of benefit terms 226,279 284,545 (763,184) 208,680 - - (815) - - - (33,092)
Difference between expected and actual experience 98,261 342,964 23,611 (86,780) (322,737) 41,158 193,080 147,701 109,800 (112,062) 73,309
Changes of assumptions 210,286 - - 62,797 - (28,396) 125,856 115,984 134,956 381,136 -
Benefit payments, including refunds
of employee contributions (618,754) (643,252) (646,696) (632,142) (646,305) (636,040) (796,891) (789,645) (1,102,639) (490,496)
Net changes in total pension liability 1,211,569 1,147,777 (208,418) 694,230 131,037 ,050 424,146 366,888 57,419 434,625
Total pension liability-beginnin; 13,106,017 11,958,240 12,166,658 11,472,428 11,341,391 10,383 90,234 9,766,088 9,399,200 9,341,781 8,907,156
Total pension liability-ending (a) $14,317,586 $13,106,017 $11,958,240 $12,166,658 $11,472,428 $11 $10,883,284 $10,190,234 $9.,766,088 $9,399,200 $9.341,781
Total fiduciary net position
Contributions
Employer 599,506 494,522 663,059 592,239 500, 444977 414,702 395,413 296,485 250,259
State 87,475 68,408 71,357 61,250 49, 951 66,498 73,764 60,543 50,698 95,653
Employee 111,704 97,889 95,765 84,498 ,18 5,612 68,282 64,184 61,203 52,815 47,712
Net investment income 1,216,420 2,015,971 641,479 (1,673,415) 1,5 2 679,012 279,441 507,754 749,063 619,284 (285,606)
Benefit payments, including refunds
of employee contributions (618,754) (643,252) (646,696) (632,142) 6,30, (634,619) (636,040) (796,891) (789,645) (1,102,639) (490,496)
Administrative expense (53,332) (51,506) (41,117) (43.825) (27,112) (37,960) (26,740) (24,681) (22,815) (31,660) (22,760)
Net changes in plan fiduciary net position 1,343,019 1,982,032 783,847 (1,611,395) 532,872 666,534 196,418 238,832 453,762 (115,017) (405,238)
Plan fiduciary net position-beginning 11,100,014 9,117,982 8,334,135 2,658 7,746,124 7,549,706 7,310,874 6,857,112 6,972,129 7,377,367
Plan fiduciary net position-ending $12,443,033 $11,100,014 $ 9,117,982 $ 9,945,530 $ 8,412,658 $ 7,746,124 $ 7,549,706 $7,310,874 $6,857,112 $6.,972,129
Net pension liability-ending (a)-(b) $ 1,874,553 $ 2,006,003 $ 2,840,258 $ 1,526,898 $ 2,928,733 $ 3,137,160 $ 2,640,528 $2,455.214 $2,542,088 $2,369,652
Plan fiduciary net position as a percentage of
the total pension liability 86.91% 84.69% 7625% 68.50% 86.69% 74.18% 71.17% 74.09% 74.86% 72.95% 74.63%
Covered payroll $ 1,861,737 $ 1,631,486 $ 1,596,08 $ 1,408,294 $ 1,203,064 $ 1,260,206 $ 1,138,039 $ 1,069,725 $1,020,044 $ 880,247 $ 934,724
Net pension liability as a percentage of
covered payroll 100.69% 122.96% 272.14% 126.92% 232.40% 275.66% 246.84% 240.70% 288.79% 253.51%
Notes to the Schedule
For measurement date 09/30/2021, amounts reported as changes of assumptions resulted fj stment rate of return from 7.50% to 7.40%
For measurement date 09/30/2020, amounts reported as changes of assumptions resulted stment rate of return from 7.60% to 7.50%
For measurement date 09/30/2019, amounts reported as changes of assumptions resulted vestment rate of return from 7.70% to 7.60%
For measurement date 09/30/2018, amounts reported as changes of assumptions re wering the investment rate of return from 7.80% to 7.70%
For measurement date 09/30/2017, amounts reported as changes of assumption ing the investment rate of return from 7.90% to 7.80%
In addition, the assumed rates of mortality were changed from those in the valuation report to those used in the July 1,2016 FRS
valuation report (FRS herein is the Florida Retirement System).
For measurement date 09/30/2016, amounts reported as changes of assumptions re an experience study dated Sept. 20, 2016:
- The assumed rate of individual salary increases was changed from a 5.50% each yea service-based table.
- The assumed interest rate was lowered from 800% to 7.9%.
- The assumed rates of mortality were changed to match what is used by FRS for non-special risk participants.
- The assumed rates for Normal Retirement increased for all ages.
- The assumed rates of disability decreased by changing from Table 1207 to Table 1201.
- The inflation assumption rate was lowered form 3.00% to 2.70%, matching the long-term inflation assumption used by the Plan's investment consultant.
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City of Palatka, Florida
Schedule of Employer Contributions
General Pension Plan
Year Ended September 30, 2025
Last 10 Fiscal Years

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Actuarially determined contribution $ 1,844,934 $ 1,686,669 $ 1,547,256 $ 1,395,649 $ 1,238,303 $ 1,354,046 $ 1,063,320 $ 864,991 $ 716,210 $ 679,829
Contrbution in relation to the

actuarially determined contributions 1,844,312 1,686,668 1,508,293 1,420,542 1,259,075 1,354,046 1,062,017 1,077,055 931,520 679,825
Contribtion deficiency (excess) $ 622 $ 1 $ 38,963 $ (24,893 $ (20,772) § - $ 1,303 $ (212,064) $ (215310) § 4
Covered payroll $ 6,009,556 $ 5,476,200 $ 4,604,929 $ 3,920,363 $ 3,538,009 $ 3,689 $ 3,689,497 $ 3,486,295 $ 3,148,480 $ 3,197,367
Contributions as a percentage of

covered payroll 30.69% 30.80% 32.75% 36.23% 35.59% % 28.78% 30.89% 29.59% 21.26%

Notes to the Schedule

* The schedule will present ten years cmparative data when ten years become available.
Actuarially determined contribution rates are calculated as of October 1, two years prior to end of the fiscal year in which the co,
Valucation Date for FY 2025 contribution
Methods and assumption used to determine contribution rates:

Mortality rates:

Interest rate:
Retirement age:

Salary increases:

Payroll growth:
Marital status:
Funding method:

Actuarial asset method:
Disability and termination rates:

10/1/2023

Healthy Active Female: PubG.H-2010 Employees

Healthy Active Male: PubG.H-2010 Employees, set back one year

Healthy Retiree/Beneficiary Female: PubG.H-2010 Healthy Retirees

Healthy Retiree/Beneficiary Male: PubG.H-2010 Healthy Retirees, set back o ar
Disabled: PubG.H-2010 Disabled Retirees, set forward four year,

Generational projection using Scale MP-2021

7.40% per year compounded annually, net of investment reldfed e es.
Retirement
Age Rate
50-54 15.0%
55-59 20.0%
60-69 30.0%
70+ 100.0%

Services Rate

0-1
4-Feb

5+
None, for purpose of a
80% of active membergha
Entry Age Normal Cost
All assets are valued at mark
market value investment return) over a five-year period.

See following table. It is assumed that 25% of disablements and active members deaths are service related.

Percent Terminating Percent becoming

Service during the year Age disabled during the year
0 20.00% 20 0.03%
1-10 14.00% 30 0.04%
11-15 10.00% 40 0.07%
16-20 7.50% 50 0.18%
21+ 0.00% 60 0.90%

e with an adjustment to uniformly spread actuarial investment gains and losses (as measured by actual market value investment return against expected
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City of Palatka, Florida
Schedule of Employer Contributions
Police Officers’ Pension Plan
Year Ended September 30, 2025
Last 10 Fiscal Years

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Actuarially determined contribution $ 564,638 $ 493,710 $ 466,779 $ 441,806 $ 352,187 $ 348,758 $ 356,207 $ 282,152 $ 189,571 $ 222,150
Contrbution in relation to the

actuarially determined contributions 554,121 505,259 482,477 429,200 334,436 360,829 365,222 226,897 254,123 222,154
Contribtion deficiency (excess) $ 10,517 $ (11,549) § (15,698) $ 12,606 $ 17,751 $  (12,071) § 9,015 8 55,255 $ (64,552) § “4)
Covered payroll $ 2,267,622 $ 2,267,622 $ 1,928,555 $ 1,604,052 $ 1,544,776 $ 144932 $ 1,484,076 $ 1,542,023 $ 1,396,791 $ 1,436,141
Contributions as a percentage of

covered payroll 24.44% 22.28% 25.02% 26.76% 21.65% 24.61% 14.71% 18.19% 15.47%

Notes to the Schedule

Actuarially determined contribution rates are calculated as of October 1, two years prior to end of the fiscal year in which the co
Valucation Date for FY 2025 contribution
Methods and assumption used to determine contribution rates:

Mortality rates:

Interest rate:
Retirement age:

Salary increases:
Payroll growth:
Funding method:

Actuarial asset method:
Disability and termination rates:

10/1/2023

Healthy Active Female: PubS-2010 Employees
Healthy Active Male: PubS-2010 Employees, set forward one year
Healthy Retiree Female: PubS-2010 Healthy Retirees

Healthy Retiree Male: PubS-2010 Healthy Retirees, set forward one year
Beneficiary: PubG.H-2010 Healthy Retirees (Male set back one
Disabled: PubG.H-2010 Disabled Retirees (Female set for
Generational projection using Scale MP-2021

7.50% per year compounded annually, net of investmen

Service 7-24 Years Servic
Years Following Retirement
First Eligibilty Rate
0 30.0% 5 .
1-2 20.0% 52 100.0%
3 50.0%
4 e 30+ Years
5+ 100.0%

% for 1-4; 5% for 5-9;4.75% for 10+
funded actuarial liability

Entry Age Normal Cos
All assets are valued at ma
market value investment returnyover a five-year period.

See following table. It is assumed that 75% of disablements are service related.

Years of Percent becoming disabled
Service Termination Rate Age during the year
0-1 22.50% 20 0.07%
2 20.00% 25 0.09%
3-4 15.00% 30 0.11%
5-7 7.50% 35 0.14%
8-13 12.00% 40 0.19%
14-24 7.00% 45 0.30%
25+ 0.00% 50 0.51%
55 0.96%
60 1.66%
65 2.39%

¢ with an adjustment to uniformly spread actuarial investment gains and losses (as measured by actual market value investment return against expected
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City of Palatka, Florida
Schedule of Employer Contributions
Firefighters’ Pension Plan
Year Ended September 30, 2025
Last 10 Fiscal Years

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Actuarially determined contribution $ 686,981 $ 575,915 $ 721,431 $ 657,673 $ 549,800 $ 585,996 $ 512,117 $ 482,446 $ 455,959 $ 380,267
Contrbution in relation to the
actuarially determined contributions 686,981 562,930 734,416 653,489 550,113 584,489 511,475 488,466 455,965 380,264
Contribtion deficiency (excess) $ - $ 12,985 $ (12985) § 4,184 $ (313) $ 1,507 $ 642 $ (6,020 § 6 $ 3
Covered payroll $ 1,861,737 $ 1,861,737 $ 1,596,087 $ 1,408,294 $ 1,203,064 $ 1,260,206 1,260,206 $ 1,138,039 $ 1,069,725 $ 1,020,044

Actuarially determined contribution rates are calculated as of October 1, two years prior to end of the fiscal year in which the co. ported.

Valucation Date for FY 2025 contribution 10/1/2023

Methods and assumption used to determine contribution rates:

Mortality rates: Healthy Active Female: PubS-2010 Employees
Healthy Active Male: PubS-2010 Employees, set forward one year
Healthy Retiree Female: PubS-2010 Healthy Retirees
Healthy Retiree Male: PubS-2010 Healthy Retirees, set forward oné/year
Beneficiary Female: PubG.H-2010 Healthy Retirees ,
Beneficiary Male: PubG.H-2010 Healthy Retirees, set back
Disabled: PubG.H-2010 Disabled Retirees; Female set
Generational projection using Scale MP-2021
90% of active deaths are assumed to be service-inc

Interest rate: 7.4% per year compounded annually, net of investment r d expenses.

Contributions as a percentage of
covered payroll 36.90% 30.24% 46.01% 46.40% 45.73% 4 40.59% 42.92% 42.62% 37.28%
Notes to the Schedule ‘ :

Retirement age:

Years Following Retirement

First Eligibilty
0
1
2+
Salary increases: Based on years of servicg % for 1;5% for 2-15 and 4.5% for 16+
Payroll growth: None, for purpose of funded actuarial liability
Marital status: 75% of active members ‘afe assumedto be married at the time of retirement. Females are assumed to be three years younger than males.
Funding method: Entry Age Normal Cost
All assets are valued at market Value with an adjustment to uniformly spread actuarial investment gains and losses (as measured by actual market value investment return against expected
Actuarial asset method: market value investment return) over a five-year period.
Disability and termination rates: See following table. It is assumed that 90% of disablements are service related.
Years of Percent becoming disabled
Service Termination Rate Age during the year
0-1 15.00% 20 0.07%
2-5 10.00% 30 0.11%
6-8 6.00% 40 0.19%
9 0.00% 50 0.51%
10-19 5.00% 60 1.66%
20+ 0.00%
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City of Palatka, Florida
Schedule of Investment Returns
Pension Plan
Year Ended September 30, 2025
Last 10 Fiscal Years

General Plan

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Annual money-weighted rate of return,
net of investment expenses 10.86%  23.33% 7.45%  -17.75% 18.21% 13% 4.35% 5.61% 8.99% 9.55%
lic ers' Plan
2025 2024 2023 2022 2019 2018 2017 2016
Annual money-weighted rate of return,
net of investment expenses 11.34%  22.65% 827%  -16.46% 8.78% 3.58% 7.27% 11.32% 9.54%
Firefighters' Plan
2025 2024 2023 2 1 2020 2019 2018 2017 2016
Annual money-weighted rate of return,
net of investment expenses 11.00%  22.40% 7.73% —16}5 19.05% 8.88% 3.77% 7.18% 11.32% 9.21%
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Schedule of Change in City’s Other Postemployment Benefit Plan

Service cost
Interest
Difference between expected and actual experience
Changes of assumptions
Benefit payments
Net changes in total OPEB liability
Total OPEB liability-beginning
Total OPEB liability-ending

Covered payroll

Net pension liability as a percentage of
covered payroll

Notes to the Schedule

City of Palatka, Florida

Liability and Related Ratios
Year Ended September 30, 2025

Last 10 Fiscal Years

* The schedule will present ten years comparative data when ten years become available.
2018 changes in assumptions and other inputs reflect a change in the discount rate from 3.64% in 2017 to 4.18% in 2018.
2019 changes in assumptions and other inputs reflect a change in the discount rate from4.18% in 2018 to 3.58% in 2019.
2020 changes in assumptions and other inputs reflect a change in the discount rate from 3.58% in 2019 to 2.14% in 2020.
Covered employee payrolll was projected onyear forward from the valuation date for the reporting period ending September 30, 20!
See Note 10 to the financial statements for detailed information on the City's OPEB Plan.

2025 2024 2023 2022 2021 2020 2019
36,840 $ 43373 $ 50,452 S 68,198 $ 71,027 $ -8 43,970
19,606 28,588 33,832 17,713 18,379 . 25,549

- (156,784) - (159,593) 106,153 - -
(20,845) (141,372) (7.400) (51,971) (25,250) - 67,368
(24,634) (31,628) (38.796) (33.252) (29.997) - (14,973)

10,967 - 38,088 (158,905) 140,312 R 121,914
458,243 716,066 677,978 836,883 696,571 696,571 574,657
469,210 716,066 716,066 677,978 836,883 696,571 696,571
7,290,887 $ 6907519 $ 6,564,605 S 6,232,190 $ 6,232,190 $ 6232190 $ 6243122
6.44% 6.63% 10.91% 10.88% 13.43% 11.18% 11.16%
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City of Palatka, Florida
Major Governmental Capital Project Fund
September 30, 2025

Capital Project Fund is used to account for and report financial resources that are restricted,
committed or assigned to expenditures. The City maintains the following Capital Project Fund:

Better Place Plan Fund is used to account for revenues received from a discretionary surtax
imposed to finance certain capital projects.
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City of Palatka, Florida
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget to Actual — Better Place Plan Fund
Year Ended September 30, 2025

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Taxes $ 1,315,996 $§ 1315996 § 1,443,616 $§ 127,620
Intergovernmental 9,763,603 9,763,603 1,599,118 (8,164,485)
Total revenues 11,079,599 11,079,599 3,042,734 (8,036,865)
Expenditures:
Current:
General government 9,168,569 9,168,569 1,853,845 7,314,724
Capital outlay 5,549,531 5,549,531 2,480,295 3,069,236
Debt service
Principal retirement 79,833 ,080 7,753
Interest and fiscal charges 14,167 11,206 2,961
Total expenditures 14,812,100 4,417,426 10,394,674

Excess of revenues over expenditures (3,732,501) (1,374,692) 2,357,809
Other financing sources (uses):
Operating transfer in 1,011,206 363,406 (647,800)
Operating transfer out - (33,540) (33,540)
Capital lease issuance 1,398,941 - (1,398,941)
Reserves 1,456,514
Total other financing sources (uses): 3,866,661 3,866,661 329,866 (3,536,795)
Net change in fund balance 134,160 § 134,160 (1,044,826)  $(1,178,986)
Fund balances - beginnin 1,204,191
Fund balance, end of $ 159,365
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City of Palatka, Florida

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget to Actual — Special Revenue Fund
Year Ended September 30, 2025

Revenues:
Intergovernmental
Total revenues

Expenditures:
General government
Capital outlay
Total expenditures

Excess of revenues over expenditures

Other financing sources (uses):
Operating transfer in
Operating transfer out
Issuance of debt
Capital lease
Total other financing sources (uses):

Net change in fund balance

Fund balance, beginning of year
Fund balance, end of year

v
&

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

$1,546,460 $§ 1,546,460 $§ 409,688

$ (1,136,772)

1,546,460 1,546,460 409,688 (1,136,772)
- - 359,827 (359,827)
1,546,460 1,546,460 49,861 1,496,599
1,546,460 1,546,460 409,688 1,136,772
$ & $ - -8 :
$  (4,881)
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City of Palatka, Florida
Statistical Section
September 30, 2025

This part of the City of Palatka annual financial report represents detailed information as a
context for understanding what the information in the financial statements, note disclosures,
and required supplementary information says about the City’s overall financial health.

Page
Number

Financial Trends 85

These schedules contain trend information to help the reader understand how the
city’s financial performance and well-being have changed over time.

Revenue Capacity V 87
1

These schedules contain information to help the reader assess th affecting
the city’s ability to generate its property and sales taxes.
Debt Capacity \ 92
These schedules present information to help th er assess the affordability of
the city’s current levels of outstanding debt and ity’s ability to issue
additional debt in the future.
Demographic and Economic Informatio 98
These schedules offer de hictand economic indicators to help the reader
understand the environment hich the city’s financial activities take place
and to help make co ons\over time and with other governments.

Operating Indicators 100
These schedn information about the city’s operations and resources to

help the reader understand how the city’s financial information relates to the
services the city provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the annual financial
reports for the relevant year.
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Table 1
City of Palatka, Florida

Net Position by Component — Last Ten Fiscal Years

September 30,
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Government Activities

Net Investment in Capital Assets $ 12,532,966 13,804,049 15,939,443 $ 15,588,396  $ 16,548,465 $ 17,546,712 $ 20,209,112  $ 26,147,986  $ 25,054,992  $ 29,217,787
Restricted 1,264,580 1,312,154 1,021,993 1,333,192 1,826,138 1,455,862 2,649,215 3,286,133 4,059,441 3,605,957
Unrestricted (3,030,254) (2,490,897) (3,636,491) (3,620,052) (2,460,517) 3,024,062 4,174,169 1,408,394 3,696,329 1,290,998
Total Governmental Activities Net Position $ 10,767,292 12,625,306 13,324,945 $ 13,301,536 $ 15914,086 § $ 27,032,496  $ 30,842,513 $ 32,810,762  $ 34,114,742
Business-Type Activities

Net Investment in Capital Assets $ 37,456,909 36,415,452 36,963,783 $ 37,042,784  $ 38,662,341 $ 42,015,142  $ 47,836,865 $ 47,862,365 $ 51,508,306
Restricted 334,285 334,196 8,095 8,095 850 8,095 8,095 8,095 8,095
Unrestricted (875,644) (403,255) (814,056) (241,367) 1,729,50 2,523,288 4,127,449 4,025,946 11,027,978 5,485,713
Total Business-Type Net Position $ 36,915,550 36,346,393 36,157,822 $ 36,809,512  § 40,3 $¥42,965915  $ 46,150,686 $ 51,870,906  § 58,898,438 $§ 57,002,114
Primary Government

Net Investment in Capital Assets $ 49,989,875 50,219,501 52,903,226  § 52,631 55200.806  $ 57,981,244  $ 62,224,254  $ 73,984,851 $ 72917,357  $ 80,726,093
Restricted 1,598,865 1,646,350 1,030,088 1,341, 1,834,233 1,463,957 2,657,310 3,294,228 4,067,536 3,614,052
Unrestricted (3,905,898) (2,894,152) (4,450,547) ,861,419 (731,014) 5,547,350 8,301,618 5,434,340 14,724,307 6,776,711
Total Primary Government Net Position $ 47,682,842 48,971,699 49,482,767 O,III,w 56,314,025 $ 64,992,551 $ 73,183,182  $ 82,713,419  § 91,709,200 $ 91,116,856
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Table 2
City of Palatka, Florida
Changes in Net Position — Last Ten Fiscal Years
Fiscal Years Ending September 30,

Expenses 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Government Activities:
General Government $ 2,008,770 $ 1.828.406 $ 2,727,715 $ 2551615 $ 2428291 $ 3,682,728 $ 10,427,156 $ 7458215 $ 5498899 $ 6,534,360
Public Safety 7,380,867 7.015,197 6,269,939 6,560,527 6,240,590 4,330,489 6,825,346 6,259,573 8,439,505 10,012,500
Physical Environment 91,593 233,000 626,037 7.379 - - - - - -
Transportation 505,409 861,820 381,563 1,120,143 950,513 835,937 1,099,756 1,148,726 1,706,442 1,806,064
Economic Environment 92,509 121,398 78,587 222,250 97,331 129,677 378,395 78,619 175,517 348,471
Human Services 78,523 37,322 69,468 34,219 39416 70,671 99,220 80,922 88,888 128,712
Culture and Recreation 479,185 348,255 1,529,633 767,710 745,791 667,579 785,510 965,895 1,040,210 1,135,938
Interest on Long-Term Debt 56,534 46,948 35,048 26,173 143,738 47,482 42,764 35,049 45,521 74,391
Total Governmental Activities Expenses $ 10,693,390 $ 10,492,346 $ 11,717,990 $ 11,290,016 $ 10,645,670 $ 9,764,563 $ 19,658,147 $ 16,026,999 $ 16,994,982 $ 20,040,436
Business-Type Activities:
Airport S 1433879 $ 1,563,492 $ 1,658,643 $ 1692235 $ 1,575,106 S 1,821,295 2,618,225 $ 2,156,530 $ 1,983,167 $ 2279985
Water 4,820,628 5064916 5,126,552 6,377,706 4,582,273 4,813,693 7,079,640 6,419,554 8,541,999
Golf Course 990,203 434,136 184,179 313,114 268,326 272,266 443201 244,558 176,283
Sanitation 1,687,785 1,812,266 1,965,515 1,925,934 1,997.853 1.8 2.466.360 2,704,834 3.363.058
Total Business-type Activities Expenses 8.932.495 8.874.810 8.934.889 10,308,989 8.423.558 12,145.731 11.352,113 14,361,325

Total Primary Government Expenses $ 19,625,885

$ 19,367,156 $ 20,652,879 $ 21,599,005 $ 19,069,228

Program Revenues
Governmental Activities:
Charges for Services:

$ 28,172,730

$ 28,347,095

$ 34,401,761

General Government S 108,498 $ 113410 $ 90,743 $ 238,627 $ 192,964 $ 168,166 $ 188,176 $ 205,567
Public Safety 855,598 1,129,789 1,902,535 1,662,111 1,841,316 1,866,153 2,225,525 2,450,342
Other 153,721 149,957 143,004 194,537 133,582 67,564 500,629 101,605
Operating Grants and Contributions 886,922 884,023 1,033,856 3,055,592 2,868,124 452,845 309,758 715,218
Capital Grants and Contributions 1,041,768 1,820.801 2,758.409 373,962 184,362 5.688.804 1,248.831 2,008.805
Total Government Activities Program Revenues $ 3.046,507 $ 4.097.980 $ 5.928,547 5.524.829 $ 5220348 $ 8,243,532 $ 4472919 $ 5.481,537
Business-type Activities:
Charges for Services:
Airport S 723767 $ 808,116 S $ 1,073,635 $ 1,260,892 $ 1,172,975 $ 869,460 $ 1,098,293
Water 4,843,922 5,006,669 7,153,131 8,965,660 7,932,537 8,830,556 9,120,963
Golf Course 665,847 178,198 106,506 124,956 123,872 122,323 185,078
Sanitation 1,652,675 1,719,726 2,542,335 3,673,720 3,229,006 3,553,156 3,583,466
Operating Grants and Contributions - - - - - - - - -
Capital Grants and Contributions 361,721 820,508 2,360,920 3,004,460 1,598,364 3,108,625 5,739,371 6,833,757 3,682,295
Total Business-type Activities Program Revenues S 8,247,932 $ 8533217 $ 11,565,646 $ 12,811,468 $ 12,473,971 $ 17,133,853 $ 18,197,761 $ 20,209,252 $ 17,670,095
Total Primary Government Revenues $ 11,294,439 $ 12,631,197 $ 15,570,469 $ 16,792,742 $ 17,998,800 $ 22,354,201 $ 26,441,293 $ 24,682,171 $ 23,151,632
Net (Expense)/Revenue
Governmental Activities $ (7,646.883) $ (7.285,193)  $ (6,664,396) S (4,239.734)  $(14.437,799) $ (7,783.467)  $(12,522,063)  $(14.558,899)
Business-type Activities 1,256,657 4.387.910 3,698.562 4.515.859 6,052,030 8.857.139 3.308,770
Total Primary Government Net Expense (5,526,613)  § (6,028,536)  $ (2,276,486) $§ (541,172)  $ (9,921,940) § (1,731,437) $ (3,664,924)  $(11,250,129)
General Revenues and Other Changes in Net Position
Governmental Activities:
Taxes:
Property Taxes $ 2,817,740 $ 2993993 $ 3,191,578 S 3,348,931 $ 3,572,990 $ 3.917,898 $ 4,697,289 $ 5248717
Sales Tax and Other State Shared Revenue 919,960 944,007 2,540,796 2,874,246 2,586,742 2,662,531 2,488,654 2,636,527
Special Assessment-Fire Protection - - - - - - - -
Franchise Fees 797,257 744,975 760,305 835,903 1,170,290 1,161,627 1,142,870 1,214,520
Other Taxes b 1,470,465 1,484,626 1,500,768 1,565,915 2,195,035 2,382,462 2,705,082 2,604,886
Investment Earnings 850 2,668 2,753 40,053 41,551 6,122 22,569 230,234 644,486 625,285
Contribution from component unit 250,000 159,210 186,626 176,382 181,203 189,379 45,766 41,528 46,287 50,677
Miscellaneous 120,432 90,106 147351 254,830 251,481 403,716 951,067 311,272 658,833 76,054
Loss onsale of Land - - - - - - - - - -
Transfers 90,996 (68,790) 374,746 622918 809,264 1,128,072 1,331,916 690,428 1,871,088 2,952,206
Total Government Activities $ 6967315 $ 7.475,169 $ 6,716,898 $ 7.261,784 $ 9,276,946 $ 10,352,284 $ 11,876,375 $ 11,397,980 $ 14,254,589 $ 15,408,872
Business-type Activities:
Tnvestment Earnings $ 1,117 $ 144 S 9.468 $ 10,809 $ 4,686 $ 77 $ 207 $ 1,559 $ 5335 $ 4,923
Miscellaneous 72,358 84,426 1,538 7,142 4422 2,661 621 13,400 214,557 -
Transfers (90.996) 68,790 (374.746) (622,918) (809.264) (1,128.072) (1,331.916) (690.428) (1,871,088) (2.952.204)
Total Business-type Activities $ (17.521) $ 153360 S (363.740) $ (604.967) $ (800.156) $ (1.125334) $ (1.331,088) $ (675469) § (1.,651,196) § (2.947.281)
Total Primary Government $ 6,949,794 $ 7,628,529 $ 6,353,158 $ 6,656,817 $ 8476,790 $ 9,226,950 $ 10,545,287 $ 10,722,511 $ 12,603,393 $ 12,461,591
Changes in Net Position
Governmental Activities $  (679,568) $ 1,080,803 $ 927455 $  (23409) $ 2,612,550 $ 6,112,550 $ (2,561,424) S 3,578,513 $ 1,732,526 $ 849,973
Business-type Activities (702,084) (188,233) (100,910) 651,690 3,587,754 2,573,228 3,184,771 5,376,561 7,205,943 361,489
Total Primary Government $ (1,381,652) $ 892,570 $ 826,545 $ 628281 $ 6,200,304 $ 8,685,778 $ 623,347 $ 8,955,074 $ 8,938,469 $ 1,211,462
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General Fund
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total General Fund

All Other Government Funds
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total All Other Governmental Funds

Table 3

City of Palatka, Florida
Fund Balance, Governmental Funds — Last Ten Fiscal Years

Fund balance was not restated to the new categories for prior years.
*Note: This schedule is intended to show information for 10 years. Additional information will be present

Source: Audited financial statements

September 30,

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
$ 292927 § 292927 $ 162,742 $ 162,742 § 774598 § 774,598 1834318 162,742 $ 141,160 141,160
207,315 213,309 231,084 258,058 293,712 293,712 312723 323,226 630,087 616,592
45,761 55,416 60,617 73,236 79,699 79,699 95592 113,758 138,568 213,055
- - - - - - 0 - - -
1,379,763 1,365,670 1,895,172 2,721,383 3,305,333 8,083,739 2762541 5,860,529 6,060,677 4,339,458
$ 1,925,766 $ 1,927,322 $ 2,349,615 § 3215419 § 4,453,342 $ 9,238,748 5005174 6,460,255 6,970,492 5,310,265
$ - 8 - 8 - 8 -8 - 0 - $ - -
1,057,265 1,098,845 790,909 107,484 1,455,862 6842533 7,474,759 8,187,545 3,280,785
- - - - 595,397 - - - -
$ 1,057265 $ 1,098845 § 790,909 § 107,484 $ 2,051,259 $ 6,842,533 7,474,759 8,187,545 3,280,785

Note: Beginning in fiscal year 2011, fund balance categories were reclassified as a result of implementing GASB StatementNe. 54
ey be% available.
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Table 4
City of Palatka, Florida
Changes in Fund Balance, Governmental Funds — Last Ten Fiscal Years
Fiscal Years Ending September 30,

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Revenues
Taxes $ 5,456,735 $ 5,580,458 $ 5,966,997 $ 6,212,465 $ 6,294,709 $ 6,706,680 $ 7,199,215 $ 7,718,201 $ 8,460,958 $ 9,116,256
Permits, fees and special assessments 1,915,657 2,621,392 2,259,082 2,074,289 2,080,783 2,362,449 2,781,264 2,873,169 3,438,007 3,583,135
Intergovernmental 2,102,242 1,513,660 3,421,419 1,358,140 3,006,045 4,523,334 6,162,395 7,306,439 2,626,819 3,825,628
Charges for Services 212,004 180,804 207,554 277,697 320,129 302,854 362,433 242,920 438,433 265,560
Fines and Forfeitures 597,665 884,679 343,332 41,873 58,407 54,535 73,485 100,781 137,980 220,995
Miscellaneous 591,814 437,286 578,637 774,602 688,883 799,189 1,235,666 709,565 1,559,716 926,630
Total Revenues $ 10,876,117 $ 11,218,279 $ 12,777,021 $ 10,739,066 $ 12,448,956 $ 14,749,041 $ 17,814,458 $ 16,661,913 $ 17,938,204
Expenditures
General Government $ 1,243,328 $ 1,485,611 $ 3,633,916 $ 2,119,997 $ 4,232,985 9,847,375 $ 7,316,192 $ 4,554,883 $ 6,194,512
Public Safety 6,141,403 6,163,129 5,926,197 5,957,234 5,991,935 6,493,489 7,140,052 7,832,908 9,648,702
Physical Environment 85,925 233,000 356,376 467 - 50,000 - - -
Transportation 474,693 814,121 794,787 1,049,281 792,401 866,933 896,002 1,156,931 1,436,670
Economic Environment 92,509 121,398 78,587 298,292 97,331 323,124 78,619 175,517 348,471
Human Services 78,256 33,753 62,557 34,219 44,336 75,895 81,289 124,851
Culture and Recreation 553,865 1,672,744 2,150,486 695,485 534,287 777,168 724,506 925,642
Debt Service
Principal Retirement 534,247 592,062 602,715 548,989 277,748 254,198 332,053 393,061 399,343
Interest and Fiscal Charges 56,534 46,948 35,048 26,173 47,482 42,764 35,049 45,521 74,391
Total Expenditures $ 9,260,760 $ 11,162,766 $ 13,640,669 $ 10,730,137 $ 10,920,192 $ 18,456,506 $ 14,964,616 $ 19,152,582
Excess of Revenues Over (Under)
Expenditures $ 1,615,357 S 55,513 $  (863,648) $ 3,828,849 $  (642,048) $ 2,300,045 $ 1,697,297 $ (1,214,378)
Other Financing Sources (Uses)
Capital Lease Issuance $ - $ 56,413 $ 680,000 $ 514,940 $ 416,882 $ - $ - $ - $ -
Transfer In 782,517 1,344,802 1,695,017 1,188,850 1,365,562 7,063,194 1,586,592 2,299,063 3,416,725
Transfer Out (691,521) (1,413,592) (1,320,271) (379,586) (237,490) (5,731,278) (896,164) (427,975) (464,519)
Payment to refunded bonds escrow agent - - - - - - - - -
Issuance of refunding bonds - - - - - - - - -
Total Other Financing Sources (Uses) $ 90,996 $ (12,377) $ 1,054 76,884 $ 1,324,204 $ 1,544,954 $ 1,331,916 $ 1,871,088 $ 2,952,206
Special items
Proceeds from sale of land $ - $ - $ - S - $ - $ - $ - $ -
Net Change in Fund Balances $ 1,706,353 $ $ 885813 $ 1,616,301 $ 5,373,803 $ 689,868 $ 2,300,045 $ 3,568,385 $ 1,737,828
Acquisition of Capital Assets $ 467,291 $ $ 673,226 $ 2,110,597 $ 1,612,955 $ 3,523,243 $ 3,523,243 $ 3,523,243 $ 3,523,243
Debt Service as a Percentage of
Non-Capital Expenditures 6.72% 5.72% 4.28% 3.41% 1.44% 2.62% 3.70% 2.94%
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Table 5
City of Palatka, Florida
Taxable and Estimated Actual Value of Taxable Property
Last Ten Fiscal Years

REAL PROPERTY PERSONAL PROPERTY* TOTALS Ratio
Total Taxable
Estimated Estimated Estimated Total Value to
Taxable Actual Taxable Actual Taxable Actual Direct Estimated
Fiscal Year Value Value Value Value Value Value Tax Rate Actual Value
2012-13 309,467,179 631,505,080 54,838,730 86,657,926 364,305,909 718,163,006 9.1749 50.73%
2013-14 312,960,196 638,829,722 54,787,757 89,543,661 367,747,9 8,373,383 9.1749 50.49%
2014-15 318,343,135 645,989,098 54,579,756 97,774,215 372, 743,763,313 9.1749 50.14%
2015-16 332,051,212 657,991,860 51,457,342 96,823,302 754,815,162 6.9967 50.81%
2016-17 351,896,928 689,357,447 58,333,154 100,594,145 82 789,951,592 6.4000 51.93%
2017-18 369,198,476 723,289,677 68,504,101 107,053,94 577 830,343,618 6.4000 52.71%
2018-19 392,589,294 771,432,092 68,468,396 105,539 1,057,690 876,971,383 6.4000 52.57%
2019-20 413,633,487 804,669,541 71,898,754 163,548,15 ,532,241 968,217,699 6.4000 50.15%
2020-21 441,336,737 847,856,699 73,012,701 197, 514,349,438 1,045,358,142 6.4000 52.05%
2021-22 474,669,874 950,832,010 87,694,385 562,364,259 1,152,962,677 6.4000 48.78%

*Centrally assessed values are included under Personal Property in this
*Note: This schedule is intended to show information for 10 years.

Source: Putnam County Property Appraiser

02, 9

tion will be presented as they become available.
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Table 6
City of Palatka, Florida
Property Taxable Levies and Collections
Last Ten Fiscal Years

Delinquent % of Total
Total Tax Current Tax Percent of Tax Total Tax Collections to
Fiscal Year Levy Collections Levy Collections Collections Levy
2013 3,345,632 3,244,766 0.9699 12,660 3,257,426 0.9736
2014 3,323,508 3,262,179 0.9815 5,509 3,267,687 0.9832
2015 3,409,963 3,309,868 0.9706 8,707 3,318,575 0.9732
2016 2,757,997 2,545,988 0.9231 112 2,562,101 0.9290
2017 2,679,105 2,370,771 0.8849 16,305 2,387,076 0.8910
2018 2,768,368 2,540,806 17 11,999 2,552,805 0.9221
2019 2,930,646 2,701,320 S 11,180 2,712,500 0.9256
2020 3,090,935 2,858,102 \ 6,306 2,864,408 0.9267
2021 3,287,681 3,002,070 0.9131 7,767 3,009,837 0.9155
2022 $ 3,745,967 $ 3,189,08 0.8513 11,274 3,200,356 0.8543

*Note: This schedule is intended to show information for 10 years diti(ﬁl information will be presented as they become available.

Source: Putnam County Tax Collector
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Table 7
City of Palatka, Florida
Property Tax Rates — Direct and Overlapping Governments
Last Ten Fiscal Years

City of Palatka Putnam County Schools
Total
Fiscal Operating Debt Total City Operating Debt County Operating Debt Total
Year Millage Service Millage Millage Service Millage Millage Service Schools Other Total
2013 9.1749 0.0000 9.1749 8.5765 0.0000 8.5765 7.356 0.000 7.356 0.3313 25.439
2014 9.1749 0.0000 9.1749 8.9000 0.0000 8.9000 7.356 0.000 7.356 0.3283 25.759
2015 9.1749 0.0000 9.1749 8.9000 0.0000 8.9000 7.204 VO 7.204 0.3164 25.595
2016 6.9967 0.0000 6.9967 9.0914 0.0000 9.0914 6. 000 6.924 0.3023 23.314
2017 6.4000 0.0000 6.4000 9.8892 0.0000 9.8892 3 0.000 6.354 0.2724 22.916
2018 6.4000 0.0000 6.4000 9.5946 0.0000 9.5946 0.000 6.155 0.2562 22.406
2019 6.4000 0.0000 6.4000 9.5946 0.0000 9.59 0.000 5.869 0.2562 22.120
2020 6.4000 0.0000 6.4000 9.5946 0.0000 0.000 5.869 0.6254 22.489
2021 6.4000 0.0000 6.4000 9.5946 0.0000 .59 5.869 0.000 5.869 0.6254 22.489
2022 6.4000 0.0000 6.4000 9.3099 0.0000 99 5.4630 0.000 5.463 0.5342 21.707
Source: Florida Department of Revenue (Millage and Taxes Levied Repaouf), Rutnam County School District,
St. Johns River Water Management District
*Note: This schedule is intended to show information for 10 years. Additighal information will be presented as they become available.
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Taxpayer
Putnam Community Medical Center

Florida Power & Light

Wal-Mart Inc.

9520 Bonita Beach Rd LLC
Comcast

Revenue Properties Town & Country
Home Depot

Lowes

Comarco

Palatka Mall, LLC

Bellsouth Telecommunications
Southern Medical Associates, Inc.
Stag IT Palatka LLC

Total

Source: Putnam County Property Appraiser

Wal-Mart Inc.

Table 8
City of Palatka, Florida
Principal Taxpayers
Current and Nine Years Ago

Fiscal Year 2022 Fiscal Year 2013
Percentage Percentage

of Total City of Total City

Taxable Assessed Taxable Assessed

Assessed Value  Rank Value Assessed Value ~ Rank Value

$ 21,068,350 1 410% $ 14,448,614 1 3.71%
17,607,334 2 3.42% 6,657,610 4 1.71%
13,520,540 3 2.63% 11,869,249 2 3.05%
11,863,300 4 2.31% - 0.00%
11,117,874 5 2.16% - 0.00%
10,873,419 6 2.11% 8,049,018 3 2.07%
7,848,774 7 1.53% 6,122,419 5 1.57%
7,799,748 8 1.52% 5,841,381 7 0.00%
5,887,970 9 1.14% - 0.00%
5,426,670 10 1.06% 5837,851 10 0.99%
- 0.00% 6 1.56%
- 8 1.29%
- 9 1.01%
$ 113,013,979 16.97%
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Table 9
City of Palatka, Florida
Ratio of Net General Bonded Debt Outstanding
Last Ten Fiscal Years

Net GBD to Net GBD
Fiscal Personal Per

year Total Income Capita

2012 $ - 0.00% $ -
2013 - 0.00% -
2014 - 0.00% -
2015 - 0.00% -
2016 - 0.00% -
2017 - 0.00% -
2018 - 0.00% -
2019 - 0.00% -
2020 - 0.00% V
2021 - 0.00% -
2022 - 0.00% -

N
<</\

?\
&
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Table 10
City of Palatka, Florida

Computation of Legal Debt Margin
September 30, 2025

The Constitution of the State of Florida, Florida Statute 200.181 and the City of Palatka, set no
legal debt margin.

\%

N
<</\

v
&

93

Page 100 of 158



Table 11
City of Palatka, Florida
Computation of Direct and Overlapping
Governmental Activities Debt

September 30, 2025
Estimated
Estimated Share of
Debt Percentage Overlapping
Governmental Unit Outstanding Applicable* Debt
Debt repaid with sales surtax revenue
Putnam County Board of County Commissioners
SRF - Wastewater $ 770,861 15.69%  § 120,931
Series 2008B 3,697,000 15.69% 579,978
Series 2008A 1,793,000 15.69% 281,282
Debt repaid with 1/2 cent sales tax
Putnam County Board of County Commissioners v
USDA - Jail 8,513,600 00% 1,362,337
USDA - Jail 8,480,800 16.00% 1,357,088
Subtotal, overlapping debt 3,701,616
City direct debt \ 1,555,466
Total direct and overlapping debt § 5,257,082

Source: Putnam County Board of County Co simys
Note: Overlapping governments are those that co

of the city. This schedule estimates the pOrti
governments that is borne by the resident

when considering the city's ability
the residents and businesses d
taxpayer is a resident, and

For debt repaid with
using the total amo

L O d
amount of local infrastr I= ¢ surtax revenues received by Putnam County.

ide, at least in part, with the geographic boundaries
of the"outstanding debt of those overlapping
d businesses of Palatka. This process recognizes that,
repay long-term debt, the entire debt burden borne by
aken into account. However, this does not imply that every
onsible for repaying the debt, of each overlapping government.

revenues, the percentage of overlapping debt applicable is estimated
infrastructure surtax revenues received by the City divided by the total

For debt repaid with 1/2 cent sales revenues, the percentage of overlapping debt applicable is
estimated using the total amount of 1/2 cent sales tax revenues received by the City divided by the total
amount of 1/2 cent sales tax revenues received by Putnam County.

94

Page 101 of 158



Table 12

City of Palatka, Florida

Ratios of Outstanding Debt by Type

Governmental Activities

Last Ten Fiscal Years

Business Type Activities

Percentage Qutstanding
Fiscal Loans/Notes Capital Loans/Notes Revenue Capital Total Primary  of Personal Debt Per
Year Payable Leases Payable Bonds Leases Government Income (1) Capital (1)
2013 2,424,226 315,228 6,734,477 7,074,630 177,382 16,725,943 6.19% 1,635
2014 1,957,098 768,164 6,257,284 7,105,000 397, 16,485,421 5.79% 1,589
2015 1,636,778 988,584 5,760,423 6,950,000 %15,960,002 5.30% 1,532
2016 1,307,202 783,913 5,258,825 6,790,000 14,667,873 4.63% 1,391
2017 696,221 586,245 4,750,125 6,620,000 802,487 13,455,078 3.10% 1,262
2018 623,854 1,008,897 4,231,390 6,445, 75 12,939,916 2.78% 1,215
2019 560,628 1,073,659 4,613,953 6,26 801,800 13,285,040 2.78% 1,239
2020 336,331 1,480,813 4,274,557 ,620,3 873,376 12,585,434 2.54% 1,169
2021 252,974 1,176,875 5,698,736 ,357 650,843 13,399,785 2.70% 1,280
2022 241,878 979,871 7,000,842 } 077 458,822 14,100,490 3.35% 1,339
Note: (1) See the demographic statistics table 14 for populatigh and anngal personal income data.
The figures provided represent ratios of total primar ent oustanding debt to annual personal income and population.
*Note: This schedule is intended to show information for 10yyears. Additional information will be presented as they become available.
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Table 13
City of Palatka, Florida
Pledged Revenue Coverage
Last Ten Fiscal Years

| Airport Revenue Notes

Water Revenue Bonds and Notes

Less Net Utility Less Net

Fiscal Loans/Notes Operating Available Debt Service Gross Operating  Available Debt Service
Year Payable Expenses Revenue Principal Interest Coverage  Revenues Expenses Revenue Principal Interest  Coverage
2013 907,406 856,688 50,718 1,526,668 81,774 3.15% 4,133,555 3,126,815 1,006,740 382,662 429,950 123.89%
2014 800,752 763,727 37,025 143,000 39,490 20.29% 4,445,938 3,153,100 1,292,838 393,193 421,220 158.74%
2015 815,512 759,361 56,151 136,000 35,211 32.80% 4,389,299 1,022,957 398,861 412,073 126.15%
2016 731,026 694,973 36,053 129,000 31,166 22.51% 4,854,320 2590,924 410,598 402,179 195.74%
2017 811,406 804,190 7,216 127,000 27,290 4.68% 5,033,528 1,084,003 424,700 389,195 133.19%
2018 867,455 836,973 30,482 124,000 23,490 20.67% 2,164,137 436,734 378,238 265.55%
2019 932,937 913,417 19,520 137,000 19,602 12.46% , 913,633 447,991 362,285 112.76%
2020 857,692 750,368 107,324 142,000 15,649 68.08% 3,299,933 6,318,396 410,315 49.04%
2021 1,073,635 823,040 250,595 142,000 11,793 162.94% 3,596,431 3,556,700 462,433 147,838 582.81%
2022 1,260,892 1,784,865 (523,973) 133,000 7,085  -374.04% 6,521,181 2,444,479 458,681 231,989 353.93%

| Golf Revenue Bonds rastructure Surtax Revenue Note |

Less Net
Fiscal  Golf Gross Operating  Available Debt Service Debt Service
Year Revenues Expenses Revenue Principal Interest rage Sales Surtax  Principal Interest Coverage
2013 702,153 829,833 (127,680) 1,400,989 96, -882% 699,302 2,133,334 133,651 30.85%
2014 724,954 846,859 (121,905) 96,000 7 -80.00% 733,349 411,000 43,096 161.50%
2015 717,547 856,783 (139,236) 117,000 51, -82.39% 773,912 262,000 33,217 262.15%
2016 680,937 880,507 (199,570) 122,000 8 -118.10% 833,084 269,000 27,013 281.43%
2017 223,655 329,668 (106,013) 127,000 , -62.82% 866,313 275,000 20,157 293.51%
2018 65,168 85,195 (20,027) 6,274 -10.06% 936,623 345,367 25,701 252.41%
2019 94,760 116,009 (21,249) 0,482 -11.23% 957,089 347,192 17,272 262.60%
2020 93,756 134,886 (41,130) 24,510 -21.46% 993,580 184,912 72,974 385.28%
2021 106,506 144,764 (38,2 18,571 -18.00% 1,160,849 126,400 23,248 775.72%
2022 124,956 251,019 (126,06 11,985 -74.60% 1,336,666 - - 0.00%
Source: Finance department, audited financial statements
*Note: This schedule is intended to show information for 10 years. Additional information will be presented as they become available.
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Table 14
City of Palatka, Florida
Demographic Statistics
Last Ten Fiscal Years

Personal Per Capita
Fiscal Income (million Personal School Unemployment
year Population (1)  of dollars) (2) Income (3) Enrollment (4) Rate (5)
2013 10,230 297 26,411 4,888 9%
2014 10,377 285 27,439 4,959 8%
2015 10,418 301 28,919 5,096 7%
2016 10,548 316 30,005 5,043 6%
2017 10,662 434 40,723 5,460 5%
2018 10,649 465 43,685 5,449 5%
2019 10,723 479 44,643 5,499 4%
2020 10,770 495 45,982 5,432 5%
2021 10,468 496 47,362 5,1 6%
2022 10,532 421 40,068 73 4%
Note: This schedule is intended to show information for 10 years.
Additional information will be presented as they beco i
Sources:
(1) University of Florida, Bureau of Economic and B essx rch,
Florida Estimate of Population (2007-2010, 201 ), 2010 Census (2011)
(2) Personal Income figures are the results of multiplyingPer Capita Personal
Income by the population
(3) U.S. Department of Commerce, Bureaif of Ecomomic Analysis
Figures from 2017 - 2019 are baséd onfper capita personal income data.
Figures from 2020 are projected estimates based on trend analysis calculations.
(4) Florida Department of Educati s Tool
(5) United States Departme bar-Bureau of Labor Statistics
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Table 15
City of Palatka, Florida
Principal Employers
Current and Nine Years Ago

Fiscal Year 2022 Fiscal Year 2013
Percentage Percentage
of Total City of Total City
Emploer Assessed Value  Rank  Employment  Assessed Value ~ Rank  Employment
Putnam County School District 1,417 1 2531%  $ 1,490 1 27.67%
Georgia Pacific 1,000 2 17.56% 1,125 2 0.00%
Putnam County Board of County Commissioners 714 3 12.26% 666 3 12.37%
St Johns River Water Management District 700 4 11.00% 370 6 6.87%
Putnam Community Medical Center, LLC 618 5 9.48% 471 4 8.86%
St. Johns River State College 400 6 7.43% 270 5 5.01%
‘Walmart Supercenter 315 7 5.85% - 0.00%
Publix Super Market 300 8 5.57% - 0.00%
Seminole Electric Cooperative, Palatka 270 9 3.01% 285 9 5.29%
Winn Dixie Stores, Inc. 190 10 2.53% 194 6 3.60%
Palatka Health Care Center - 0.00% 190 9 3.53%
Kangaroo Express - 10 0.00%
Total 5,924 73.20%
Source: Putnam County Property Appraiser
*Note: This schedule is intended to show information for 10 years. Additional info jon w esented as they become available.

Wal-Mart Inc.

L

?\
&
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Table 16
City of Palatka, Florida
Operating Indicators by Function/Program
Last Ten Fiscal Years

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Function/Program
General Government:
Building permits issued 595 583 561 497 543 502 572 31 16 2 49
Business Tax Receipts 650
Building inspections conducted 1,257 898 913 994 1,415 996 1,138 - - - -
Code enforcement Cases 184 214 150 88 12 140 125 132 127 127 132
Occupational license issued 1,078 675 239 866 710 830 754 632 805 805 0
Police:
Calls for service 32,709 30,616 30,595 29,946 23,586 19,490 21,535 30,952 26,746 23,901 22213
Physical arrests 1,047 788 788 784 617 497 405 856 969 856 581
Citations 1,660 1,470 1,904 1,294 656 317 390 1,335 785 826 709
Fire:
Emergency responses 2,498 2,173 2,142 2,128 2,967 3,125 3,095 3,098 3,267 3,861 4386
Fires extinguished 41 125 374 398 58 63 85 58 62 79 90
Refuse collection:
Customers 3,869 3,827 3,867 3,873 3914 3,997 4,60 4,342 4,089 4,675 4137
Other public works:
Street resurfaced (miles) - - - - - 0 d 0.2 0.2 0.3
Potholes repaired 58 63 65 40 16 1 64 64 64 41
Parks and recreation:
Community center rentals 83 129 65 72 63 1 137 58 58 83
Human Services:
Interments 107 117 79 111 97 113 73 125 125 73
Water:
Water main breaks 7 26 64 107 92 338 307 391 391 125
Average daily consumption
(thousands of gallons) 1,811 1,684 1,706 728 ,6 1,316 1,143 1,710 1,317 1,665 1472
Peak daily consumption
(thousands of gallons) 2,908 2,139 2,278 1,726 1,941 2,012 2,021 2,480 2480
Wastewater:
Average daily treatment
(thousands of gallons) 2,040 1,540 100 1,500 1,330 1,429 1,429 1,519 1,520 1,950 1640
Airport:
Rentals-T Hangars 5 5 55 64 64 64 64 64 64 73
Building 2 2 2 2 3 3 3 3 3
Land leases 1 1 1 1 1 1 1 1 1
Commercial Hangars 3 3 3 3 3 3 3 3 3
Executive Hangars 3 3 3 3 4 4 4 4 4 4 4
Source: Departments of the City
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Capital Asset Statistics by Function/Program

Table 17
City of Palatka, Florida

Last Ten Fiscal Years

2012 2013 2014 2015 2016 2017 2020 2021 2022
Function/Program
Police:
Stations 1 1 1 1 2 2 2
Patrol units 24 22 21 21 22 22 22 22
Fire:
Stations 2 2 2 2 2 2 2
Firefighters 23 24 24 24 24 26 26 26
Refuse collection:
Collection trucks 6 6 6 6 8 8 8
Other public works:
Streets(miles) 71.18  71.18 60.00 60.00 60.00 71.80 71.80  71.80 71.8
Traffic signals 21 21 12 12 39 18 18 14
Parks and Recreation:
Acreage 26.67  26.67 4536 4536 4536 4536 46.36  46.36 46.36
Playgrounds 10 5 5 7 8 8 8
Baseball/softball diamonds 5 4 4 3 4 4 4
Community Centers 2 2 2 2.0 2.0 2
Water:
Water mains (miles) 108 108 108 108 112 108 108 108
Fire hydrants 578 578 581 581 543 560 560 560
Storage capacity (in millions) 1.7 1.7 1.7 1.7 1. 1.7 1.7 1.7
Wastewater:
Sanitary sewers (miles) 80 80 80 80 80 80 80
Storm sewers (miles) 60 60 61 1 61 61 61
Treatment capacity (millions of gals.. 1,278 1,278 6,000 6,00 ,000 6,000 3,150 3,150 3150
Golf Courses:
Acreage 99 99 1 lv 24 124 124 124
Airports:
Runways 3 2 2 2 2 2 2
Source: Individual departments of the city
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Table 18
City of Palatka, Florida

Full-time Equivalent City Government Employees by Function

Last Ten Fiscal Years

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Function
General Government
General Administration 8 8 8 8 7 9 11 12 12 14 15
Attorney 1 1 1 1 1 1 1 1 - - 0
Mainstreet 1 1 1 1 - - - - - - 0
Information Technology 1 1 1 1 - - 1 - - 0
Facilities Maintenance - 1 1 1 1 1 2 1.0 2 2 3
Public Safety
Building & Zoning 4 4 5 4.0 4 3 3 3 2 2 3
Police Officers 35 34 36 36 33 34 34 32 32 32 30
Police Clerical 7 7 6.5 6.5 6.5 6.0 6.0 6.5 6.5 6.5 6.5
Code Enforcement 1 1 1 2 1.5 1.5 1.5 1.5 2.0 2.0 2
Firefighters 23 24 23.5 23.5 23.5 22.5 22.5 22.5 25.5 25.5 24
Transportation
Streets 6 6 6 6 6 10 9.0 9 9 8
Human Services
Cemeteries - - - -
Culture/Recreation 5 2 3.0 3.0 6
Business Type Activities:
Airport 3 5 3.0 4.5
Water 32 28 31 31 31 26
Golf - - - - - 0
Sanitation 13 16 17 17 17 15
Source: City of Palatka Personnel Department
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HCT Certified Public Accountants & Consultants, LLC .

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Members of the City Commission
City of Palatka, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, the business-type activities, the aggregate discretely presented component
units, and each major fund and the aggregate remaining fund information of the City of Palatka,
Florida (the ‘City’), as of and for the year ended September 30, 2025, and the related notes to the
financial statements, which collectively comprise City’s, basic finafigial statements, and have
issued our report thereon dated June 29, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial stx considered the City’s internal
asis, f

2

control over financial reporting (internal control) as esigning audit procedures that are
appropriate in the circumstances for the purpos sing our opinions on the financial
statements, but not for the purpose of expressmg opinion on the effectiveness of the City’s
internal control. Accordingly, we do no ress inion on the effectiveness of the City’s
internal control.

A deficiency in internal control exis en the design or operation of a control does not allow
management or employees, in th urse of performing their assigned functions, to prevent,
or detect and correct, misstateme 1mely basis. A material weakness is a deficiency, or a
combination of deficienci al control such that there is a reasonable possibility that a
material misstatement of 4l financial statements will not be prevented, or detected and

corrected, on a timgl§™ba A significant deficiency is a deficiency, or a combination of
deficiencies, in inte @ ol that is less severe than a material weakness, yet important enough
to merit attention by th@ses€harged with governance.

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

not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and

West Palm Beach Miami Hollywood
Phone (561) 655-2664 Phone (305) 331-8768 Phone (954) 966-4435
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material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

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

HCT Certified Public Accountants & Consultants, LLC
Hollywood, Florida

June 29, 2026 V

N
<</\
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HCT Certified Public Accountants & Consultants, LLC .

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR THE MAJOR
FEDERAL PROGRAM AND STATE PROJECT; REPORT ON INTERNAL CONTROL
OVER COMPLIANCE AND REPORT ON THE SCHEDULE OF EXPENDITURES OF

FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE REQUIRED BY

FLORIDA AUDITOR GENERAL

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

Report on Compliance for Each Major Federal Program and State Project

Opinion on Each Major Federal Program and State Project

We have audited the City of Palatka, Florida’s (the “City”) compliance with the types of
compliance requirements described in the OMB Compliance Supplement and the Department of
Financial Services’ State Projects Compliance Supplement that coukwdirect and material
effect on each of the City’s major federal programs and state p he fiscal year ended
September 30, 2025. The City’s major federal programs an@ystateprojects are identified in the

summary of the auditor’s results section of the accompanya e of findings and questioned
costs.

In our opinion, the City, complied, in all mat il respects, with the types of compliance
requirements referred to above that could and material effect on each of its major
federal programs and state projects for th l y ar ended September 30, 2025.

Basis for Opinion on Each Major Program and State Project

We conducted our audit of com
in the United States of America
in Government Auditing
States(Government Auditing
Federal Regulationgg

ccordance with auditing standards generally accepted

the standards applicable to financial audits contained
, issued by the Comptroller General of the United
ndards); and the audit requirements of Title 2 U.S. Code of
niform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance), Section 215.97, Florida Statutes (Florida
Single Audit Act), and @hapter 10.550, Rules of the Auditor General. Our responsibilities under
those standards and the Uniform Guidance, Florida Single Audit Act, and Rules of the Auditor
General are further described in the Auditor’s Responsibilities for the Audit of Compliance section
of our report.

We are required to be independent of the City and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major Federal program and State project. Our audit does not provide a legal
determination of the City’s compliance with the compliance requirements referred to above.

West Palm Beach Miami Hollywood
Phone (561) 655-2664 Phone (305) 331-8768 Phone (954) 966-4435
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design implantation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the City’s federal programs and state projects.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the City’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, Uniform Guidance, Florida Single
Audit Act, and Rules of the Auditor General will always detect material noncompliance when it
exists. The risk of not detecting material noncompliance resulting fraud is higher than for
that resulting from error, as fraud may involve collusion, Shidtentional omissions,
misrepresentations, or the override of internal control. Nonco with the compliance
requirements referred to above is considered material if theréyis'a substantial likelihood that,
individually or in the aggregate, it would influence the j de by a reasonable user of the
report on compliance about the City’s compliance with uirements of each major Federal
program and State project as a whole.

S,&overnment Auditing Standards, the Uniform
the Auditor General, we:

In performing an audit in accordance wit
Guidance, Florida Single Audit Act, an

design and perfo it ptocedures responsive to those risks. Such procedures include
examining, on a t 1dence regarding the City’s compliance with the compliance
above and performing such other procedures as we considered

in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but
not for the purpose of expressing an opinion on the effectiveness of City’s internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding other matters, the

planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.
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Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program or stare project on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program or state project will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program or state project that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

ose described in the
d was not designed to
t be material weaknesses or

Our consideration of internal control over compliance was for th
Auditor’s Responsibilities for the Audit of Compliance secti
identify all deficiencies in internal control over compliance tha
significant deficiencies in internal control over compl these limitations, during our
audit we did not identify any deficiencies in intern r compliance that we consider to
be material weaknesses, as defined above. er, material weaknesses or significant
deficiencies in internal control over compliangce ay ist that were not identified.

Our audit was not designed for the purpgse of expressing an opinion on the effectiveness of internal
control over compliance. Accordinglyf, noguch opinion is expressed.

The purpose of this report on int
our testing of internal co
requirements of the Uni

purpose.

rol over compliance is solely to describe the scope of
compliance and the results of that testing based on the
nce. Accordingly, this report is not suitable for any other

Report on the Sche Expenditures of Federal Awards and State Financial Assistance
Required by the Uniform Guidance and Chapter 10.550 Rules of the Auditor General

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City as of and for
the fiscal year ended September 30, 2025, and the related noted to the financial statements, which
collectively comprise the City’s basic financial statements. We have issued our report thereon
dated June 29, 2026, which contained unmodified opinions on those basic financial statements.
Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards and state financial assistance is presented for purposes of additional analysis as
required by the Uniform Guidance and Chater 10.550 and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from
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and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the 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 statement 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 is fairly stated in all material respects in relation to the basic financial
statements as a whole.

HCT Certified Public Accountants & Consultants, LLC

Hollywood, Florida

June 29, 2026 V
&’
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City of Palatka, Florida
Schedule of Expenditures of Federal Awards
Year Ended September 30, 2025

Federal Pass - Through/
CFDA Entity Identifying Federal
FEDERAL GRANTOR/PASS-THROUGH GRANTOR/PROGRAM TITLE Number Number Expenditures
U.S. DEPARTMENT OF HOUSING & URBAN DEVELOPMENT
PASS THROUGH: Florida Depart of Economic Opportunity
CDBG MIT Price Martin 10146 14.228 10146 31,792
Mitigation Program 14.228 1R042 36,918
Mitigation Program 14.228 MTO013 223,540
Small Cities Program 14.228 23DB-N27 5,507
CARE Program 14.228 22CV-S05 50,122
Total U.S. Department of Housing and Urban Development 347,880
U.S. DEPARTMENT OF TREASURY
PASSED THROUGH: Florida Division of Emergency Management
American Rescue Plan Act (ARPA) 21.027 Y5250 409,688
PASSED THROUGH: Florida State Department
Coronavirus State and Local Fiscal Recovery Funds (SLFRF) 21.027 23.532a39003078 428,953
Total U.S. Department of Treasury 838,641

U.S. DEPARTMENT OF JUSTICE

FY24 COPS Hiring Program 7 15JCOPS-24-GG-03538-UHPX 105,684

PASSED THROUGH: Bureau of Justice Assistance

Edward Byrne Memorial Justice Assistance Grant 38 15PBJA-23-GG-02972-MUMU 28,236
PASSED THROUGH: State of Florida Attorney General

Victims of Crime Act 16.575 V13045 35,446
Total U.S. Department of Justice , 169,366

U.S. DEPARTMENT OF TRANSPORTATION
PASS THROUGH: Federal Aviation Administ.

Airport Improvement Program 20.106 3-12-0061-0-038-2024 97,627
Airport Improvement Program 20.106 3-12-0061-039-2024 105,908
Phillip Randolph Reg10na.1 Multlmod tatton Hub and 20.933 6937732340306 91,112
Complete Streets Connectivi
294,646
U.S. DEPARTMENT OF ED MENI PROTECTION
PASS THROUGH: onmental Protection Agency
Drinking Water State g Fund Project 66.468 DW540220 425,967
Drinking Water State Revolving Fund Project 66.468 DW541901 -
Total U.S. Department of Environmental Protection 425,967
TOTAL FEDERAL AWARDS $ 2,076,500
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City of Palatka, Florida
Schedule of Expenditures of State Financial Assistance
Year Ended September 30, 2025

State Pass - Through/
CSFA Entity Identifying State
STATE AGENCY/PASS-THROUGH GRANTOR/PROGRAM TITLE Number Number Expenditures
FLORIDA DEPARTMENT OF TRANSPORTAION
Aviation Grant Program 55.004 G2N21 $ 459,046
Aviation Grant Program 55.004 G2W23 35,764
Local Transportation Project 55.039 G2S30 20,108
Aviation Grant Program 55.004 G2R81 101,193
Aviation Grant Program 55.004 G2T46 10,091
Aviation Grant Program 55.004 G2U23 59,995
Aviation Grant Program 55.004 (3443 11,768
Aviation Grant Program 55.004 G3299 119,104
Total Department of Transportaion 817,068
FLORIDA DEPARTMENT OF ENVIRONMENTAL PROTECTION
Drinking Water Revolving Loan TF 37.076 DW540250 329,546
Clean Water State Revolving Fund 37.077 DW540230 24,772
St Johns River Water Management District 37.1 WS067 391,124
City of Palatka Wastewater Treatment Plant Digester Improvement Project ~ 37.039 LPRO004 1,048,902
Palatka-Potable Water Main Line Replacement 37.039 0602 9,995

Palm (Triangle) Bowl Park Phase 1 37.0, P5096 45,579
Shaw Buck Park Phase 1 37.01 P5096 36,305
Statewide Water Quality Restoration Project LPA0354 766,931
Total Florida Dept. of Enviornmental Protection \ 2,653,154

FLORIDA DEPARTMENT OF LAW ENFORCEMENT

SAFE 71.122 2023-SAFE-SF-006 123,493
Police Patrol Cars , 71.127 PB007 250,000
Total Florida Dept. of Law Enforcement 373,493

FLORIDA DEPARTMENT OF JUSTICE
Patrick Leahy Bullet Proof Vest Partnership P 71.122 OMBI11210235 683

Total Florida Dept. of Justice 683

40.042 D0207 47,796
40.038 HL209 514,735
40.024 P0O510 75,000
40.024 PO511 40,000
677,531
FLORIDA DEPARTMENT OF EMERGENCY MANAGEMENT
Hazard Mitigation Grant Program 97.039 H0977 53,050
Total Florida Dept. of Emergency Management 53,050

FLORIDA DEPARTMENT OF STATE, DIVISION OF HISTORICAL RESOURCES

City of Palatka Bronson Muholland House Rehabilitation 45.032 25.h.s¢.100.017 113,833
Total Florida Dept. of State, Division of Historical Resources 113,833
TOTAL STATE FINANCIAL ASSISTANCE $ 4,688,812

LOCAL AGENCY, PASS THROUGH ENTITY, LOCAL PROGRAM

Libra Philanthropies 2354 1,271

Total Local 1,271

TOTAL LOCAL FINANCIAL ASSISTANCE $ 1,271
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City of Palatka, Florida
Summary of Independent Auditor’s Results
Year Ended September 30, 2025

Financial Statements

Type of report the auditor issued: Unmodified
Internal control over financial reporting:
o Material weakness(es) identified? Yes ~ X _No
J Significant deficiency(ies) X Yes __None reported
Noncompliance material to financial
statements noted? Yes X No
Federal Awards and State Projects
Internal control over major Federal programs or State V
projects:
o Material weakness(es) identified? no
o Significant Deficiency(s) identified \ yes _ X none reported
Type of auditor’s report issued on complian or Federal programs or State Projects:
Unmodified.

Any audit findings disclosed that are red to be reported in accordance with the CFR
200.516(a) or Chapter 10.557, R Auditor General? __yes _ X no

Identification of major Fed rograms:

CFDA Names of Federal Programs
21. Coronavirus State and Local Fiscal Recovery Funds (SLFRF)
21.027 American Rescue

Identification of major State projects:

CSDA No(s). Names of State Project
55.004 Aviation Grant Program
71.127 Police Patrol Cars
37.039 City of Palatka Wastewater Treatment Plant Digester

Improvement Project
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City of Palatka, Florida
Summary of Independent Auditor’s Results
Year Ended September 30, 2025

Dollar threshold used to distinguish
between Type A and Type B Federal programs $ 1,000,000

Dollar threshold used to distinguish

between Type A and Type B State projects $ 250,000

Auditee qualified as low-risk auditee pursuant to the Uniform Guidance =~ X Yes _ No
Section II — Financial Statement Findings

See section III below.

Section III — Federal Awards and State Projects Findings an M Costs
e M

One matter related to a State Project was identified and is descti LC-2025-05 (Grant Compliance)

on page 122.
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HCT Certified Public Accountants & Consultants, LLC .

INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH THE
REQUIREMENTS OF SECTION 218.415, FLORIDA STATUTES, REQUIRED BY
RULE 10.556(10) OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA

To the Honorable Mayor and Members of the City Commission
City of Palatka, Florida

We have examined the City of Palatka (the “City”) compliance with the requirements of Section
218.415, Florida Statutes, in accordance with Rule 10.556(10) of the Auditor General of the State
of Florida during the fiscal year ended September 30, 2025. Management is responsible for the
City’s compliance with those requirements. Our responsibility is to express an opinion on the
City’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standardSyrequite that we plan and
perform the examination to obtain reasonable assurance about T ity complied, in all
material respects, with the specified requirements referenc . examination involves
performing procedures to obtain evidence about whether the omplied with the specified
requirements. The nature, timing, and extent of the pro ted depend on our judgement,
including an assessment of the risks of material nonc &
pp

whether due to fraud or error. We
believe that the evidence we obtained is sufficientfan riate to provide a reasonable basis
for our opinion.

We are required to be independent and to ur other ethical responsibilities in accordance with
relevant ethical requirements relating t¢'the examination engagement.

Our examination does not providemlegal®determination of the City’s compliance with the specified

requirements. ‘

g1 all material respects, with the aforementioned requirements
ber 30, 2025.

In our opinion, the City

for the fiscal year ended"Sept
This report is intended !’ y to describe our testing of compliance with aforementioned sections
of the Florida statutes, anid it is not suitable for any other reasons.

HCT Certified Public Accountants & Consultants, LLC
Hollywood, Florida
June 29, 2026

West Palm Beach Miami Hollywood
Phone (561) 655-2664 Phone (305) 331-8768 Phone (954) 966-4435
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HCT Certified Public Accountants & Consultants, LLC .

MANAGEMENT LETTER IN ACCORDANCE WITH THE RULES OF THE AUDITOR
GENERAL OF THE STATE OF FLORIDA

To the Honorable Mayor and Members of the City Commission
City of Palatka, Florida

Report on the Financial Statements
We have audited the financial statements of the City of Palatka, Florida (the ‘City’), as of and for
the fiscal year ended September 30, 2025, and have issued our report thereon dated June 29, 2026.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the audit requirements of Title
2 U.S. Code of Federal Regulations Part 200, Uniform Administkative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Unifo idanee); and Chapter 10.550,
Rules of the Auditor General.

Other Reporting Requirements

We have issued our Independent Auditor’s Report Control over Financial Reporting
and on Compliance and Other Matters Based on afi Audit ofithe Financial Statements Performed
in Accordance with Government Auditing Stan s and Independent Auditor’s Report on
Compliance for the Major Federal Programfand Sgatc®Project; Report on Internal Control over
Compliance; and Report on Schedule o nditures of Federal Awards and State Financial
Assistance Required by the Uniform Gafidance Chapter 10.550, Rules of the Auditor General,;
Schedule of Findings and Questio osts; and Independent Accountant’s Report on an
examination conducted in accor AICPA Professional Standards, AT-C Section 315,
regarding compliance requireme cordance with Chapter 10.550, Rules of the Auditor
General. Disclosures in t s and schedule, which are dated June 29, 2026, should be
considered in conjunctio anagement letter.

Prior Audit Findi
Section 10.554(1)(1)175 s of the Auditor General, require that we determine whether or not
corrective actions have been taken to address the findings and recommendations made in the
preceding annual financial audit report. There were no such findings identified.

Tabulation of Uncorrected Audit
Findings
Current Year Prior Year
Findings Findings
MLC-2025-01 None
MLC-2025-02
MLC-2025-03
MLC-2025-04
MLC-2025-05
MLC-2025-06
West Palm Beach Miami Hollywood
Phone (561) 655-2664 Phone (305) 331-8768 Phone (954) 966-4435
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Official Title and Legal Authority

Section 10.554(1)(1)4., Rules of the Auditor General, require that the name or official title and
legal authority for the primary government and each component unit of the reporting entity be
disclosed in this management letter, unless disclosed in the notes to the financial statements. The
pertinent details of the City are disclosed in the notes to the financial statements.

Financial Condition and Management

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

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

Section 10.554(1)(1)2., Rules of the Auditor G€neral, ‘tequires that we communicate any
recommendations to improve financial managementilfi connection with our audit, we did have six
any such recommendations (MLC-2025-01, C—y 2, MLC-2025-03, MLC-2025-04, MLC-
2025-05 and MLC-2025-06).

Property Assessed Clean Energy (P£
Section 10.554(1)(i)6.a., Rules o
program authorized pursuant to C
operate within the City’s geo8taphi€al boundaries during the fiscal year under audit. The City did
not operate a PACE Prof ‘Q i

under audit.

Programs
ditor General, requires a statement as to whether a PACE

Special District Co t Units

Sections 10.554(1)(1)5.¢7, Rules of the Auditor General, require, if appropriate, that we
communicate the failure of a special district that is a component unit of a county, municipality, or
special district, to provide the financial information necessary for proper reporting of the
component unit within in the audited financial statements of the county, municipality, or special
district in accordance with Section 218.39(3)(b), Florida Statutes. In connection with our audit,
we did not note any special district component units that failed to provide the necessary
information for proper reporting in accordance with Section 218.39(3)(b), Florida Statutes.
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Additional Matters

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

Purpose of this letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, pass-through entities, the City, members of

the City Council, and applicable and applicable management, and is not intended to be and should
not be used by anyone other than these specified parties.

HCT Certified Public Accountants & Consultants, LLC V

Hollywood, Florida

&
Q.
Q
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MLC-2025-01 Procurement Processes and Circumvention of Internal Controls - Significant
deficiency

Condition: During walkthrough procedures over cash disbursement controls, HCT noted exceptions
related to the requisition approval process. The walkthrough identified that requisitions are expected to be
reviewed and approved through a system-based workflow involving the Department Supervisor,
Accounting Group, and Finance Group. HCT examined approved requisitions and ADG approval history
and traced requisitions through the approval hierarchy (Supervisor — Accounting — Finance). However,
the sample selected did not contain evidence of approval within the system workflow.

Effect: Circumvention of established controls, lack of documented approval evidence, and inadequate
procurement oversight increase the risk of unauthorized transactions, noncompliance with applicable
procurement laws and policies, fraud, and misuse of public resources. Inadequate approval documentation
also limits management’s ability to demonstrate that transactions were properly authorized in accordance
with established procedures.

Cause: The condition appears to result from inadequate oversight, managemengovefride of controls,
inconsistent adherence to procurement and approval procedures, and in onitoring of system-
based workflow approvals.

Criteria: Effective internal control frameworks require gov al entities to maintain procurement
procedures, segregation of duties, and approval controlggufficient to%ensure compliance with applicable
laws, regulations, and organizational policies.

Recommendation: HCT recommends that m. emet(strengthen procurement and contract approval
procedures to ensure all significant transactions receive appropriate legal and financial review prior to
execution. Management should reinforce@dhesence to established internal controls and implement
safeguards to prevent management overridefof controls. Additionally, management should ensure that all
requisition approvals are consistent ed and retained within the system workflow to provide a
complete audit trail supportin sagtion authorization.

Management Response: ement concurs with this finding. This condition occurred during a period
of high turnover within theWFinamce Department, during which both the Finance Director and Finance
Specialist positions % t for more than 30 days. A new Finance Director joined the City in July
2025 and has since stabilize the department by training three team members to provide proper, redundant
coverage across the approval hierarchy. The system approval hierarchy has been fully updated within ADG
to map to these newly trained roles, including the Grant Accountant, Procurement Specialist, and Finance
Specialist II. Furthermore, the Finance Director met directly with ADG system consultants to verify that
the system-based approval workflows are clearly configured, and functioning properly.

Management will issue a department-wide directive reinforcing our commitment to internal control
integrity and strict adherence to established procurement procedures. This directive will explicitly state that
bypassing system-based approval workflows is strictly prohibited. Disciplinary consequences for
unapproved manual workarounds or unauthorized management overrides will be formally updated in our
Finance Department policies. As an immediate mitigating control, the Finance Director will perform a
retrospective review of transactions to verify that a manual signature, physical sign-off, or explicit email
approval from the Department Supervisor, Accounting, and Finance exists for any historical transaction
lacking digital system logs.

117

Page 124 of 158



MLC-2025-02 Review of Significant and Unusual Transactions - Significant deficiency

Condition: Concerns were raised regarding the accounting treatment of certain sales or land swap
transactions, specifically whether gains associated with those transactions were appropriately calculated
and supported.

Effect: Inadequate review of unusual or significant transactions may result in inaccurate accounting
treatment, material misstatements, or noncompliance with applicable accounting standards.

Cause: The condition appears related to insufficient review and analysis of complex transactions and
limited oversight of accounting calculations supporting recorded gains.

Criteria: Governmental entities are required to account for significant and unusual transactions in

accordance with generally accepted accounting principles and maintain sufficient supporting
documentation for accounting estimates and calculations.

accounting treatment to ensure compliance with applicable ac

not an established audit finding,
jssion meeting on May 28, 2026, a thorough
ture land swap transactions. Going forward,
ple®ales. This legislative action serves as our primary
COSO Control Activity, completely eli e risk of complex accounting errors inherent to
nonmonetary exchanges. To address the gémaiming scope of the concern, management will formalize review
procedures for all future significant and u al transactions including fee simple transactions directly into
the Finance Department policy. Ma ill enhance its ongoing COSO Risk Assessment process to
identify and evaluate non-roui sactions as they arise. Our updated policy will mandate an
independent management g of \all significant accounting calculations and assumptions before
transaction finalization. Fina of Palatka will ensure robust supporting documentation is retained
and communicated cl antee transparency and satisfy all GASB reporting requirements.
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MLC-2025-03 Deferred Revenue Recognition for Grant Revenues - Significant deficiency

Condition: During our audit, we noted that the City recorded deferred revenue balances related to grant
revenues where cash had not been received in advance. These balances included amounts related to both
current and prior fiscal years.

Effect: As a result, deferred revenue balances related to grants were overstated, and related revenues were
not recognized in the appropriate fiscal period within the Statement of Activities.

Cause: We understand that the deferred revenue balances were recorded as part of the City’s historical
practice for tracking grant-related funding and reimbursements, including situations where cash receipts
were pending at year-end, without consistently distinguishing between advance payments and
reimbursement-based grants where eligibility requirements had already been met.

Criteria: Under applicable governmental accounting standards, grant reve
all eligibility requirements have been met and the revenue is measurab
should generally only be recorded when cash is received in advance of 1
incurring allowable expenditures.

es should be recognized when

deferred revenue is recorded only when cash is receive d f meeting eligibility requirements or
incurring qualifying expenditures. For reimbursemen d grants where eligibility requirements have

Recommendation: We recommend that the City refine itsNgranfyrevenue recognition process to ensure
a e
been satisfied and expenditures incurred, revenueghould b&recognized in the appropriate period.

Management Response: Management co this finding, taking accountability for past practices
and committing to competence by ensurifg staff are fully trained in current Government Finance Officers

Association and applicable governmental“@Ccounting standards. We have identified the risk of material
misstatements stemming from misc i imbursement-based grants. We will specify exact revenue

recognition objectives going fomward. are refining our grant tracking policies and procedures. Controls
will now strictly require thatdeferred réyenue is recorded only when cash is received in advance of meeting
eligibility requirements. Qur figancial systems and accounting personnel will consistently generate quality
data to distinguish be e payments and reimbursement-based grants. Management will conduct

ongoing evaluations a % isory reviews to ensure revenue is recognized in the appropriate period and
that these controls are co ously functioning.
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MLC-2025-04 Interfund Transfers - Significant deficiency

Condition: During review of detailed general ledger activity within the CRA fund, we identified
interfund transfer transactions recorded between the CRA fund and another project fund that were
subsequently reversed during the fiscal year with descriptions including “transfer not justified” and
“reverse transfer not justified.” Although the transactions did not result in a year-end balance impact, the
activity indicates that unsupported transfers were initially processed within the accounting records.

Effect: The processing of unsupported or insufficiently documented interfund transfers increases the risk

of:

- inaccurate interim financial reporting,

- unauthorized movement of restricted funds,

- management override of established controls,

- and noncompliance with applicable fund restrictions or City policies.

Additionally, transactions that are later reversed may not be readily identifiab gh standard trial
balance review procedures, increasing the risk that inappropriate activit undetected without

detailed transaction-level monitoring.
Cause: The condition appears to have resulted from insufficient reyiew and authorization controls over
interfund transfer activity, including inadequate documentation rting the purpose and approval of
transfers prior to processing.

Criteria: Effective internal controls require t terf&i transfers be:
- properly authorized,

- supported by sufficient documentatio
- reviewed by appropriate personne
- and monitored to ensure co e with applicable fund restrictions and City policies.

Recommendation: We rec management strengthen controls over interfund transfers by:
- requiring docume stification and supervisory approval prior to recording transfers,
- implementinggperiodi nitoring of transfer activity,

- and enhancin ;% procedures to identify unsupported or unusual transactions timely,

including transactiefts subsequently reversed within the accounting records.
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Management Response: Management acknowledges that documentation could be strengthened. Although,
the activity netted to zero and left a clear trail. City’s current internal controls actively mitigate risks through
robust governance, continuous information flow, and timely monitoring activities. The existing control
environment establishes clear lines of authority and a strict "tone at the top." Management and the governing
body actively review financials for outliers and inconsistencies. The ability of the system to identify these
transfers, reverse them, and correctly label them as “transfer not justified” demonstrates that management
is effectively exercising oversight responsibilities. Relevant, quality information must be generated and
communicated to support internal controls. The general ledger's detailed recording and clear transaction
descriptions prove that the information system successfully communicated issues, allowing visibility into
transactions that were initially misaligned with Finance Department practices. Full documentation to
support the reversals and the final year-end totals was openly provided to the auditor. Ongoing and separate
evaluations to ascertain whether components of internal control are functioning are critical. The fact that
these unsupported transfers were identified, corrected, and documented during the fiscal year proves that
the City's monitoring controls are operating as intended. In conclusion, because these transfers were
identified, corrected, and did not result in a net balance impact and because thg reversal descriptions provide
a clear audit trail the existing controls are functioning to maintain ing and compliance.
However, management is always open to continuous improvement. T engthen operations, the
Finance Department has already updated its journal entry proceduresy TheSe updated procedures explicitly
require sufficient backup documentation, review by appropri , and enhanced monitoring to

ensure ongoing compliance. \

Y4
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MLC-2025-05 Grant Compliance - Significant deficiency

Condition: During our review of grant-funded project activity, we noted a significant change order that
increased the original contract amount by approximately 120%. Although the change order was approved
by the appropriate parties, including project oversight personnel, the modification reportedly exceeded the
amount eligible for reimbursement under the applicable grant terms.

As a result, the City may be responsible for costs incurred in excess of allowable grant funding and is
pursuing recovery efforts related to the matter.

Effect: Insufficient monitoring of grant requirements and contract modifications increases the risk of:
- noncompliance with grant provisions,
- reimbursable or questioned costs,
- financial loss to the City,
- and ineffective oversight of grant-funded projects.

Additionally, reliance on external consultants or project personnel wit de verification of grant
compliance may result in approvals that are inconsistent with grantJlimi d funding restrictions.

Cause: The condition appears to have resulted from inadequat
surrounding grant-funded projects, including insufficient teview o
change orders and project cost increases.

The City may have also experienced operational challenge§ related to turnover in key personnel
responsible for grant administration and project rsigy

nd monitoring controls
rant limitations applicable to contract

Criteria: Effective internal controls and s@
- monitor compliance with grant

md grantadministration practices require management to:
ipéents,

- ensure contract modifications, remain,within allowable funding parameters,
- and verify that significant prgj anges are reviewed for compliance with grant terms prior to

approval and executi

Recommendation: Wefc€on d the City strengthen controls over grant-funded projects by:
- implementing @ eview procedures for contract modifications and change orders,
Tto

- requiring docu ed verification of grant compliance prior to approval of significant project
cost increases,

- enhancing oversight of external consultants and project managers,

- and ensuring personnel responsible for grant administration possess adequate knowledge of
applicable grant requirements and funding limitations.

Management should also continue evaluating the financial impact of reimbursable costs and monitor the
status of any related recovery efforts or litigation.
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Management Response: The City agrees with the audit finding. The funding source for this initiative is
the Drinking Water State Revolving Fund (DWSRF) Program, which provides low-interest loans to eligible
entities for planning, designing, and constructing public water facilities under Chapter 62-552, F.A.C.. The
change order was processed in January 2025, during a period of operational challenges when the City was
short-staffed. To date, the City has resolved these capacity issues and is currently fully staffed with a
dedicated, full-time Grant Administrator/Grant Writer. Additionally, the City will be seeking alternative
funding sources in place of the State Revolving Loan. The City acknowledges that prior staffing turnover
created a vulnerability. With the newly hired, full-time Grant Administrator, the City is actively restoring
a strong tone at the top and reinforcing organizational commitment to robust grant oversight. The Grant
Administrator/Grant Writer will review the underlying grant agreement to ensure compliance is fully met
for any grant related change order prior to approval. The City recognizes that large scope modifications
(such as the 120% contract increase) carry inherent compliance risks. We have re-assessed our operations
and are committed to identifying and mitigating risks of noncompliance, questioned costs, and financial
loss before authorizing project modifications. We will ensure all personnel responsible for grant

administration, including external project managers, possess a thorough Wf applicable funding
luations

limitations. Moving forward, management will conduct independent grant-funded project
activity to monitor compliance, track project costs, and evaluate the st% ecovery efforts.
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MLC-2025-06 Inadequate Journal Entry Supports - Significant deficiency

Condition: During journal entry testing for both the City and CRA funds, we identified multiple
instances where journal entries were not supported by adequate underlying documentation. In several
cases, support provided consisted primarily of informal calculations, spreadsheets, or summarized figures
without sufficient source documentation to substantiate the nature, purpose, accuracy, or validity of the
recorded entries. Additionally, we noted instances where the same individual appeared to both prepare
and review journal entries within the financial system, limiting the effectiveness of independent review
controls. As a result, certain journal entries could not be readily traced to complete and appropriate
supporting documentation.

Effect: Inadequate journal entry documentation and insufficient segregation of duties increase the risk of:
- material misstatements in the financial records,
- unauthorized or unsupported journal entries,
- management override of controls,
- undetected errors or irregularities,
- and incomplete audit trails supporting financial reporting agtivi

The lack of independently verifiable support may also impai t’s ability to demonstrate the
accuracy and propriety of financial transactions.

Cause: The condition appears to result from inadequate p@licies and procedures governing:
ents,

- journal entry preparation and documentation requi
- retention of supporting documentatios,
- and independent review and appro¥al of journal entries.

Additionally, insufficient segregation o i¢S within the financial reporting process may have
contributed to the control weakness

s require that:
complete and appropriate documentation,

Criteria: Effective internal
- journal entries be s

- supporting recefdste ined in a manner sufficient to substantiate recorded transactions,

- and journal ¢ @ ndependently reviewed and approved by personnel separate from the
preparer.

Adequate documentation and review controls are necessary to ensure the accuracy, validity, and

transparency of financial reporting activity.

Recommendation: We recommend management strengthen controls over journal entry processing by:
- establishing formal documentation standards for all journal entries,
- requiring supporting documentation sufficient to substantiate the purpose and accuracy of
recorded entries,
- implementing independent review and approval procedures,
- and enhancing segregation of duties within the journal entry process where feasible.

Management should also consider periodic supervisory review of journal entries and supporting
documentation to ensure compliance with established policies and internal control expectations.
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Management Response: Management’s assessment is that this finding is not indicative of a broader
pattern. However, to ensure a proactive and robust internal control environment, the Finance Director met
with key staff immediately following the audit notification. The journal entry processing workflow has
been updated to require a mandatory journal entry form that explicitly lists a separate preparer and approver.
To ensure immediate compliance, the Grant Accountant, Finance Specialist, and Financial Services
Supervisor have signed a formal acknowledgment demonstrating their understanding and adoption of these
new workflow changes. The workflow changes demonstrate a strong “tone at the top” by treating this gap
proactively, despite believing it to be an isolated event. The signed employee acknowledgments enforce
clear authority, responsibility, and strict accountability for financial reporting. By moving swiftly to
implement changes, management has actively identified and mitigated risks associated with material
misstatements, management override, and unauthorized or unsupported financial transactions. The
implementation of a standardized journal entry form establishes a mandatory preventive control. Requiring
separate signatures for the preparer and approver enforces a strict segregation of duties within the financial
reporting process. The new workflow establishes rigorous documentation and retention standards. This
ensures that relevant, high-quality, and independently verifiable support is m@intained to provide a complete
and transparent audit trail. Management's immediate intervention lays the mdwork for ongoing
compliance monitoring. The signed forms provide an auditable baseline » , management to perform

routine supervisory reviews and verify that the control remains effe?ve ver time.
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HCT

THE CITY OF PALATKA, FLORIDA

Audited Financial Statements Presentation
For the Year Ended September 30, 2025
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Introduction

To the Honorable Mayor, Vice Mayor and Members of the City Commission of
City of Palatka, Florida

We are pleased to have the opportunity to meet with you on June 29, 2026, to discuss the results of our
audit of the financial statements of the City of Palatka, Florida (the “City”’) as of and for the year ended

September 30, 2025. Our audit was conducted in accordance with the terms established in the audit
engagement letter dated February 2, 2026

We are providing this document to enable you to consider the results of our audit to enhance the quality

of our discussions. We will be pleased to elaborate on the matters covered in this document when we
meet.

Our audit is complete, and we issued an unmodified or “clean” opinion on the financial statements as of
September 30, 2025, of the City of Palatka, Florida, on June 29, 2026
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Audit results, required communications, and other matters summary

Scope of audit Our audit of the financial statements of City of Palatka, Florida as of and for the year ended September 30,
2024, was performed 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; Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards; and Chapter
10.550, Rules of the Auditor General.

Changes to our planned risk There were no changes to our planned risk assessment and planned audit strategy.
assessment and planned
audit strategy

Auditor’s report We have issued an unmodified opinion on the financial statements of City of Palatka, Florida and other
reports as follows:

* Independent Auditor’s Report - Complete

* |Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and Other
Matters based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards - Complete

* |Independent Auditors’ Report on Compliance for Each Major Program and on Internal Control Over
Compliance Required by Chapter 10.550 - Complete

* Schedule of Findings and Questioned Costs — Complete

* |Independent Auditor’s Report on Compliance with the Requirements of Section 218.415, Florida Statutes,
Required by Rule 10.556(10) of the Auditor General of the Sate of Florida - Complete

* Management Letter in Accordance with the Rules of the Auditor General of the State of Florida —

Complete
Outstanding matters None
Significant accounting Significant accounting policies and practices are detailed in Note 1 of the financial statements .

polices
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Audit results, required communications, and other matters summary
(continued)

Significant accounting The following significant accounting estimates are as follows:
estimates

* Allowance for doubtful accounts

* Annual depreciation expense

* Fair value of investments

Significant risk and other Significant risks and other significant audit matters relate to:
significant audit matters
* Management override of controls (relevant for all entities)
* Revenue recognition (relevant for all entities)
* Cash (relevant for all entities)

New accounting Management has reviewed all new pronouncements and have determined that none had an impact
pronouncements for FY 2025.
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Audit results, required communications, and other matters summary
(continued)

Uncorrected No matters to report
misstatements

Corrected misstatements Various adjusting journal entries were needed during the audit. All entries were made, and any
misstatements noted during the audit were corrected.

Financial presentation and No matters to report
disclosure omissions
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Audit results, required communications, and other matters summary

(continued)

Control deficiencies

Related parties

Other information in documents
containing audited financial
statements

HCT reported internal control deficiencies in 2025. See pages 16- 21 of this presentation.

No significant findings or issues were detected.

Our responsibility with respect to information in a document does not extend beyond the financial
information identified in our report, and we have no obligation to perform and procedures to
corroborate other information contained in a document. However, we do have a responsibility to
read the other information and consider whether such information, or the manner of its
presentation, is materially inconsistent with information, or the manner of its presentation,
appearing in the financial statements.
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Audit results, required communications, and other matters summary
(continued)

Communication Response Communication Response
Topic Topic
lllegal acts or fraud No actual or suspected instances of Significant No matters to report
fraud involving management, difficulties
employees with significant roles in encountered during
internal control, or instances where the audit
fraud results in a material
misstatement in the financial Disagreements with  No matters to report
statement were identified during the management
audit.

Significant findings  Internal control deficiencies

Noncompliance No matters to report i .
with laws and or issues d.lscussed, (pages 16 -21)
regulations or the subject of

correspondence,
Going No matters to report with management
Concern

Management’s No matters to report
Non-GAAP No matters to report consultation with

other accountants

Subsequent events No matters to report . .
Material written Engagement letter and management

communications representation letter

Other findings or No matters to report
issues

Page 140 of 158



Audit results, required communications, and other matters summary

Independence In our professional judgment, we are independent with respect to The City, as that term is defined by the
professional standards.
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Supplemental Slides
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Areas of audit emphasis

> Financial statements:

— Financial Reporting
— Revenues

— EXxpenses

— Capital Assets

— Long Term Debt
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Areas of Audit emphasis - Financial statements

Financial Reporting * Obtained an understanding of the Financial Reporting Process
* Reviewed the Financial Statements for conformity with GAAP
* Reviewed disclosures notes ensuring applicable disclosures were included in accordance with related
accounting standards.

Revenues * Revenues totaled $35.6M for the fiscal year ended September 30, 2025, compared to $37.7M for the
fiscal year 2024.

* Decrease in revenue is primarily due to decrease in Capital Grant and Contributions in fiscal year 2025.

* We selected a sample of significant transactions for various revenue streams and tested the existence,
completeness, accuracy and presentation of the revenue recorded.

Expenses *Totaled $34.3M for fiscal year 2025 compared to $28.3M for fiscal year 2024.
*Increase in expenses mainly due to increases in Public Safety; Water and Airport expenses

* We selected a sample of significant expenditure items and tested them for completeness, occurrence,
accuracy and presentation assertions.
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Areas of Audit emphasis - Financial statements (continued)

Capital Assets * Final balance of $105.1M at September 30, 2025 compared to $96.0M at September 30, 2024.

* The increase is a result of infrastructure improvements made during the year.

Long Term Debt * Balance of $22.6M at September 30, 2025, compared to $22.9M at September 30, 2024.

* Balances were confirmed by third party entities.

Page 145 of 158



Internal controls related matters

HCT responsibilities:

»  The purpose of our audit was to express an opinion on the financial statements.

»  Our audit included consideration of internal controls over financial reporting in order to design audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the City’s internal controls.

»  We are not expressing an opinion on the effectiveness of the City’s internal controls.

»  Our consideration of internal controls was not designed to identify all deficiencies in internal controls that might be
material weaknesses or significant deficiencies, and therefore, material weaknesses or significant deficiencies may
exist that were not identified.
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Internal controls related matters (continued)

Definitions

Deficiency

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
deficiency in design exist when (a) a control necessary to meet the control objective is missing or (b) an existing control is
not properly designed so that, even if the control operates as designed, the control objective would not be met. A deficiency
in operation exist when a properly designed control does not operate as designed, or when that person performing the
control does not possess the necessary authority or competence to perform the control effectively.

Significant deficiency
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over financial reporting (ICFR) that
is less severe than a material weakness yet important enough to merit attention by those charged with governance.

Material weakness

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, Or
detected and corrected, on a timely basis. A reasonable possibility exists when the like hood of an event occurring is either
reasonably possible or probable. Reasonably possible is defined as the chance of the future event or events occurring is
either reasonably possible or probable. Reasonably possible is defined as the chance of the future event or events occurring
is more than remote but less than likely. Probable is defined as the further event or events are likely to occurring.
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2025 Internal Controls Findings
MLC-2025-01 - Procurement Processes and Circumvention of Internal Controls Significant deficiency
Significant deficiency

Condition: During walkthrough procedures over cash disbursement controls, HCT noted exceptions related to the requisition approval
process. The walkthrough identified that requisitions are expected to be reviewed and approved through a system-based workflow
involving the Department Supervisor, Accounting Group, and Finance Group. HCT examined approved requisitions and ADG approval
history and traced requisitions through the approval hierarchy (Supervisor - Accounting - Finance). However, the sample selected
did not contain evidence of approval within the system workflow.

Recommendation: HCT recommends that management strengthen procurement and contract approval procedures to ensure all
significant transactions receive appropriate legal and financial review prior to execution. Management should reinforce adherence to
established internal controls and implement safeguards to prevent management override of controls. Additionally, management
should ensure that all requisition approvals are consistently documented and retained within the system workflow to provide a
complete audit trail supporting transaction authorization.

Management Response: Management concurs with this finding. This condition occurred during a period of high turnover within the
Finance Department, during which both the Finance Director and Finance Specialist positions were vacant for more than 30 days. A
new Finance Director joined the City in July 2025 and has since stabilized the department by training three team members to provide
proper, redundant coverage across the approval hierarchy. The system approval hierarchy has been fully updated within ADG to map
to these newly trained roles, including the Grant Accountant, Procurement Specialist, and Finance Specialist Il. Furthermore, the
Finance Director met directly with ADG system consultants to verify that the system-based approval workflows are clearly configured,
and functioning properly. Management will issue a department-wide directive reinforcing our commitment to internal control
integrity and strict adherence to established procurement procedures. This directive will explicitly state that bypassing system-based
approval workflows is strictly prohibited. Disciplinary consequences for unapproved manual workarounds or unauthorized
management overrides will be formally updated in our Finance Department policies. As an immediate mitigating control, the Finance
Director will perform a retrospective review of transactions to verify that a manual signature, physical sign-off, or explicit email
approval from the Department Supervisor, Accounting, and Finance exists for any historical transaction lacking digital system logs.
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2025 Internal Controls Findings

MLC-2025-02 - Review of Significant and Unusual Transactions
Significant deficiency

Condition: Concerns were raised regarding the accounting treatment of certain sales or land swap transactions, specifically
whether gains associated with those transactions were appropriately calculated and supported.

Recommendation: HCT recommends that management implement formal review procedures for significant or unusual
transactions, including independent review of calculations, assumptions, and accounting treatment to ensure compliance
with applicable accounting standards.

Management Response: Although this is a concern raised and not an established audit finding, management is proactive.
At the City of Palatka Commission meeting on May 28, 2026, a thorough discussion resulted in a ratifying motion to
completely ban future land swap transactions. Going forward, city land transactions are strictly limited to fee simple sales.
This legislative action serves as our primary COSO Control Activity, completely eliminating the risk of complex accounting
errors inherent to nonmonetary exchanges. To address the remaining scope of the concern, management will formalize
review procedures for all future significant and unusual transactions including fee simple transactions directly into the
Finance Department policy. Management will enhance its ongoing COSO Risk Assessment process to identify and evaluate
non-routine transactions as they arise. Our updated policy will mandate an independent management review of all
significant accounting calculations and assumptions before transaction finalization. Finally, the City of Palatka will ensure
robust supporting documentation is retained and communicated clearly to guarantee transparency and satisfy all GASB
reporting requirements.
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2025 Internal Controls Findings

MLC-2025-03 - Deferred Revenue Recognition for Grant Revenues

Significant deficiency

Condition: During our audit, we noted that the City recorded deferred revenue balances related to grant revenues where
cash had not been received in advance. These balances included amounts related to both current and prior fiscal years.

Recommendation: We recommend that the City refine its grant revenue recognition process to ensure deferred revenue is
recorded only when cash is received in advance of meeting eligibility requirements or incurring qualifying expenditures.
For reimbursement-based grants where eligibility requirements have been satisfied and expenditures incurred, revenue
should be recognized in the appropriate period.

Management Response: Management concurs with this finding, taking accountability for past practices and committing to
competence by ensuring staff are fully trained in current Government Finance Officers Association and applicable
governmental accounting standards. We have identified the risk of material misstatements stemming from misclassifying
reimbursement-based grants. We will specify exact revenue recognition objectives going forward. We are refining our
grant tracking policies and procedures. Controls will now strictly require that deferred revenue is recorded only when cash
is received in advance of meeting eligibility requirements. Our financial systems and accounting personnel will consistently
generate quality data to distinguish between advance payments and reimbursement-based grants. Management will
conduct ongoing evaluations and supervisory reviews to ensure revenue is recognized in the appropriate period and that
these controls are continuously functioning.
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2025 Internal Controls Findings

MLC-2025-04 — Interfund Transfers
Significant deficiency

Condition: During review of detailed general ledger activity within the CRA fund, we identified interfund transfer transactions
recorded between the CRA fund and another project fund that were subsequently reversed during the fiscal year with descriptions
including “transfer not justified” and “reverse transfer not justified.” Although the transactions did not result in a year-end balance
impact, the activity indicates that unsupported transfers were initially processed within the accounting records

Recommendation: We recommend management strengthen controls over interfund transfers by: (a) requiring documented
justification and supervisory approval prior to recording transfers, (b) implementing periodic monitoring of transfer activity, [c} and
enhancing review procedures to identify unsupported or unusual transactions timely, including transactions subsequently reversed
within the accounting records.

Management Response: Management acknowledges that documentation could be strengthened. Although, the activity netted to
zero and left a clear trail. City’s current internal controls actively mitigate risks through robust governance, continuous information
flow, and timely monitoring activities. The existing control environment establishes clear lines of authority and a strict "tone at the
top." Management and the governing body actively review financials for outliers and inconsistencies. The ability of the system to
identify these transfers, reverse them, and correctly label them as “transfer not justified” demonstrates that management is
effectively exercising oversight responsibilities. Relevant, quality information must be generated and communicated to support
internal controls. The general ledger's detailed recording and clear transaction descriptions prove that the information system
successfully communicated issues, allowing visibility into transactions that were initially misaligned with Finance Department
practices. Full documentation to support the reversals and the final year-end totals was openly provided to the auditor. Ongoing and
separate evaluations to ascertain whether components of internal control are functioning are critical. The fact that these
unsupported transfers were identified, corrected, and documented during the fiscal year proves that the City's monitoring controls
are operating as intended. In conclusion, because these transfers were identified, corrected, and did not result in a net balance
impact and because the reversal descriptions provide a clear audit trail the existing controls are functioning to maintain accurate
reporting and compliance. However, management is always open to continuous improvement. To further strengthen operations, the
Finance Department has already updated its journal entry procedures. These updated procedures explicitly require sufficient backup
documentation, review by appropriate personnel, and enhanced monitoring to ensure ongoing compliance.
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2025 Internal Controls Findings

MLC-2025-05 — Grant Compliance
Significant deficiency

Condition: During our review of grant-funded project activity, we noted a significant change order that increased the original contract
amount by approximately 120%. Although the change order was approved by the appropriate parties, including project oversight
personnel, the modification reportedly exceeded the amount eligible for reimbursement under the applicable grant terms. As a result,
the City may be responsible for costs incurred in excess of allowable grant funding and is pursuing recovery efforts related to the
matter.

Recommendation: We recommend the City strengthen controls over grant-funded projects by: (a) implementing formal review
procedures for contract modifications and change orders, (b) requiring documented verification of grant compliance prior to approval
of significant project cost increases, (c) enhancing oversight of external consultants and project managers, (d) and ensuring personnel
responsible for grant administration possess adequate knowledge of applicable grant requirements and funding limitations.

Management Response: The City agrees with the audit finding. The funding source for this initiative is the Drinking Water State
Revolving Fund (DWSRF) Program, which provides low-interest loans to eligible entities for planning, designing, and constructing
public water facilities under Chapter 62-552, F.A.C.. The change order was processed in January 2025, during a period of operational
challenges when the City was short-staffed. To date, the City has resolved these capacity issues and is currently fully staffed with a
dedicated, full-time Grant Administrator/Grant Writer. Additionally, the City will be seeking alternative funding sources in place of the
State Revolving Loan. The City acknowledges that prior staffing turnover created a vulnerability. With the newly hired, full-time Grant
Administrator, the City is actively restoring a strong tone at the top and reinforcing organizational commitment to robust grant
oversight. The Grant Administrator/Grant Writer will review the underlying grant agreement to ensure compliance is fully met for any
grant related change order prior to approval. The City recognizes that large scope modifications (such as the 120% contract increase)
carry inherent compliance risks. We have re-assessed our operations and are committed to identifying and mitigating risks of
noncompliance, questioned costs, and financial loss before authorizing project modifications. We will ensure all personnel responsible
for grant administration, including external project managers, possess a thorough knowledge of applicable funding limitations.
Moving forward, management will conduct independent evaluations of grant-funded project activity to monitor compliance, track
project costs, and evaluate the status of any recovery efforts.
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2025 Internal Controls Findings

MLC-2025-06 — Inadequate Journal Entry Supports
Significant deficiency

Condition: During journal entry testing for both the City and CRA funds, we identified multiple instances where journal entries were
not supported by adequate underlying documentation. In several cases, support provided consisted primarily of informal calculations,
spreadsheets, or summarized figures without sufficient source documentation to substantiate the nature, purpose, accuracy, or
validity of the recorded entries. Additionally, we noted instances where the same individual appeared to both prepare and review
journal entries within the financial system, limiting the effectiveness of independent review controls. As a result, certain journal
entries could not be readily traced to complete and appropriate supporting documentation.

Recommendation: We recommend management strengthen controls over journal entry processing by: (a) establishing formal
documentation standards for all journal entries, (b) requiring supporting documentation sufficient to substantiate the purpose and
accuracy of recorded entries, (c) implementing independent review and approval procedures, - and enhancing segregation of duties
within the journal entry process where feasible. Management should also consider periodic supervisory review of journal entries and
supporting documentation to ensure compliance with established policies and internal control expectations.

Management Response: Management’s assessment is that this finding is not indicative of a broader pattern. However, to ensure a
proactive and robust internal control environment, the Finance Director met with key staff immediately following the audit
notification. The journal entry processing workflow has been updated to require a mandatory journal entry form that explicitly lists a
separate preparer and approver. To ensure immediate compliance, the Grant Accountant, Finance Specialist, and Financial Services
Supervisor have signed a formal acknowledgment demonstrating their understanding and adoption of these new workflow changes.
The workflow changes demonstrate a strong “tone at the top” by treating this gap proactively, despite believing it to be an isolated
event. The signed employee acknowledgments enforce clear authority, responsibility, and strict accountability for financial reporting.
By moving swiftly to implement changes, management has actively identified and mitigated risks associated with material
misstatements, management override, and unauthorized or unsupported financial transactions. The implementation of a
standardized journal entry form establishes a mandatory preventive control. Requiring separate signatures for the preparer and
approver enforces a strict segregation of duties within the financial reporting process. The new workflow establishes rigorous
documentation and retention standards. This ensures that relevant, high-quality, and independently verifiable support is maintained
to provide a complete and transparent audit trail. Management's immediate intervention lays the groundwork for ongoing
compliance monitoring. The signed forms provide an auditable baseline that allows management to perform routine supervisory
reviews and verify that the control remains effective over time.
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Responsibilities

Management * Fairly presenting the financial statements, including disclosures in conformity with U.S. GAAP.
responsibilities - Financial * Adjusting the financial statements to correct material misstatements and affirming in the
statements representation letter that the effects of any uncorrected misstatements aggregated by the auditor

are immaterial, both individually and the aggregated, to the financial statements taken as a whole.

Management * Design, implementation, and maintenance of internal control relevant to the preparation and fair
responsibilities - ICFR presentation of financial statements that are free from material misstatements, whether due to
fraud or error.

Management * To provide the auditor with:

responsibilities - Other 1. Access to all information of which management is aware is relevant to the preparation and fair
presentation of the consolidated financial statements, such as records, documentation, and
other matters;

2. Additional information that the auditor may request from management for the purpose of the
audit; and

3. Unrestricted access to persons within the entity from whom the auditor determines it
necessary to obtain audit evidence.

* Identifying and ensuring that the entity complied with laws and regulations applicable to its
activities, and for informing the auditor of any known material violations of such laws and
regulations.

* Providing the auditor with a letter confirming certain representations made during the audit,
that includes but is not limited to managements

1. disclosure of all significant deficiencies, including material weaknesses in the design or
operation of internal controls that could adversely affect the Company’s financial reporting

2. acknowledgement of their responsibilities for the design, implementation, and maintenance of
internal controls to prevent and detect fraud.

City Commission * Oversight of the financial reporting process and internal control over financial reporting (ICFR)
responsibilities * Oversight of the establishment and maintained by management of programs and controls

designed to prevent, deter, and detect fraud.
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Responsibilities (continued)

Management and the City
Commission responsibilities

Setting the proper tone and creating and maintaining a culture of honesty and high ethical standards
Ensuring that the entity's operations are conducted within the provisions of law and regulations, including

compliance with the provisions of laws and regulations that determine the reported amounts and

HCT - Audit objectives

HCT responsibilities - Audit

HCT responsibilities -
Other information in
documents containing
financial statements

disclosures in the entity’s financial statements

Forming and expressing an opinion about whether the financial statements that have been prepared by

management with the oversight of the City Commission are prepared, in all material respects, in accordance
with U.S. GAAP.

Performing the audit in accordance with U.S. GAAS and that the audit is designed to obtain reasonable, rather

than absolute, assurance about whether the financial statements as a whole are free from material
misstatement.

Performing an audit of financial statements including consideration of ICFR as a basis for designing audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s ICFR.

The auditor’s report on the financial statements does not extend to the other information in documents
containing audited consolidated financial statements, excluding required supplementary information.

The auditor's responsibility is to make appropriate arrangements with management or the City Commission
to obtain information prior to the report release date and to read the other information to identify material
inconsistencies with the audited financial statements or misstatements of facts.

Any material inconsistencies or misstatements of facts that are not resolved prior to the report release date,
and that require revision of the other information, may result in HCT modifying or withholding the auditors
repost or withdrawing form the engagements

Communicate any procedures performed relating to the other information and the results of those
procedures.
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Responsibilities (continued)

HCT responsibilities - Communicating significant matters related to the financial statement audit that are in our professional
Communications judgment, relevant to the responsibilities of the City Commission in overseeing the financial process.
U.S. GAAS does not require us to design procedures for the purpose of identifying matter to
communicate to the City Commission.

Communicating if we suspect or identify non compliance with laws and regulations exist, unless
matters are clearly inconsequential.

Communicating to management and the City Commission in writing all significant deficiencies and
material weaknesses in internal control identified during the audit , including those that were
remediated during the judgment, are of sufficient importance to merit managements attention. The
objective of our audit consolidated financial statements is to report on the Company's internal
control.

Conducting the audit in accordance with professional standards and complying with the rules and
responsibility of the Code of Professional Conduct of the American Institute of Certified Public
Accountants and the official standards of relevant CPA Societies, and relevant state boards of
accountancy.

Communicating to the City Commission circumstances, if any, that affect the form and content of the
auditors’ report.

Communicating if we plan to withdraw from the engagement and the reasons for the withdrawal
Communicating to the City Commission if we conclude no reasonable justification for a change of the
terms of the audit engagement exists and we are not permitted by management to continue the
original audit engagement.

When applicable, we are also responsible for communicating particular matters required by law or
regulation, by agreement with the entity, or by additional requirements applicable to the engagement
Communicating if we have identified or suspect fraud involving: (a) management, (b) employees who
have significant roles in internal control, (c) others, when the fraud results in a material misstatement
in the judgment, relevant to the responsibilities of the City Commission .

Communicating significant finding and issues arising during the audit in connection with the entity's
professional parties.

Communicating conditions and events, considered in the aggregate, that raise substantial doubt
about an entity’s ability to continue as a going concern for a reasonable period of time.
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Questions
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HC'T

The information contained herein is a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No one should act upon such information without appropriate professional advice after a thorough
examination of the particular situation.

The HCT name and logo are registered trademarks or trademarks of HCT, LLC.
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