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CITY OF HOLLY HILL
TEN SIXTY--FIVE RIDGEWOOD AVENUE
HOLLY HILL, FLORIDA 32117-2898
904/947-4120
FAX# 904/947-4148
SUN COM 380-4120

April 9, 1998

The Honorable Mayor, City Commission and
City Manager

City of Holly Hill

Holly Hill, Florida

The Comprehensive Annual Financial Report of the City of Holly Hill, Florida, (the City) for the
year ended September 30, 1997, is submitted herewith pursuant to Article I, Section 52, of the
City Charter, Florida Statutes, Chapter 11.45 and Chapter 10.500 of the Rules of the Auditor
General of the State of Florida.

Responsibility for both the accuracy of the data, and the completeness and fairness of the
presentation, including all disclosures, rests with the City. To the best of our knowledge and
belief, the enclosed data are accurate in all material respects and are reported in a manner
designed to present fairly the financial position and results of operations of the various funds and
account groups of the City. All disclosures necessary to enable the reader to gain an
understanding of the City’s financial activities have been included.

The Comprehensive Annual Financial Report is presented in five sections: introductory,
financial, statistical, single audit and other reports. The introductory section includes a list of
principal officials, this transmittal letter and the City’s organizational chart. The financial section
includes the general purpose financial statements and notes thereon and the combining and
individual fund and account group financial statements and supporting schedules, as well as the
report of independent auditors on the financial statements. The statistical section includes
selected financial and demographic information, generally presented on a multiyear basis. The
Single Audit section includes reports and schedules required for proper accounting and reporting
of grant receipts and expenditures. The other reports section includes the report on compliance
and internal control based on an audit performed in accordance with Government Auditing
Standards and the management letter and other required disclosures.

This report includes all funds and account groups of the City. The City provides a full range of
services. These services include police and fire protection; sanitation services; water and sewer
services; the construction and maintenance of highways, streets, and infrastructure; recreational
activities and cultural events. In addition to general government activities, the governing body is
financially accountable for the Police Officers’ Retirement Trust Fund and the Firefighters’
Retirement System; therefore, these activities are included in the reporting entity. Other
overlapping governments, including the County of Volusia, Volusia County School District,
Halifax Hospital District, the St. Johns Water Management District and Volusian Water Alliance,
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have not met the established criteria for inclusion in the reporting entity and, accordingly, are
excluded from the financial report for the City.

Economic Condition and Outlook

The City is located on the eastern end of the I-4 corridor, the economic zone of Central Florida
which roughly follows Interstate 4 from Tampa through Orlando to the communities along the
Atlantic coast in Volusia County.

Growth along the I-4 corridor has been exceptional and is expected to continue through the
1990’s. Growth in the City has been slowed due to the limited availability of vacant land parcels
and sluggish economic conditions. Property valuations increased during the past year by only
1%, but the City is encouraged by the number of new and expanding businesses that applied for
permits and licenses during the latter part of the year. Opportunities for additional growth exist
in an already dynamic business and industrial community. The community currently has a 4%
unemployment rate as compared to a statewide rate of 4.8%.

Growth trends and their challenge to government are expected to continue. Maintaining service
delivery to the residential and business community continues to require innovations to obtain and
manage resources.

Major Initiatives

During the course of the year, the City Commission and staff pursued several major projects and
programs. Among the most significant of those projects were:

1. North Sunrise Park Pier Project—An 8-foot wide, 340-foot long pier extending into the
Halifax River was completed early in the fiscal year. The pier includes wooden benches
along the way and an observation deck. The pier is thoroughly enjoyed by residents and
visitors who use it for walking and fishing. This project was completed with grant funds
from several sources.

2. Information Systems—A new computer system including both hardware and software was
purchased during the year. To date, the City is online with its new accounting, cash
receipts, purchasing, payroll and occupational license applications. During the next year,
additional applications for utility billing, accounts receivable, permits and work orders will
be completed.

3. 10™ Street Railroad Crossing—Paving and drainage work on 10" Street at the railroad
crossing were completed during the year. Signalization at the railroad crossing will be
completed soon and the street will be opened for vehicular traffic, relieving traffic
congestion on LPGA Boulevard.
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4. Annexations—Riviera Estates, a subdivision containing 44 parcels, voluntarily annexed
into the City during the year. Several other voluntary annexations have occurred providing
an increase in property valuations for the City and extending opportunities for increased or
enhanced services to residents and businesses in the annexed areas.

For the Future

In February of 1996, the City Commission reviewed the long-range goals that were developed
and adopted in 1995. The first four goals were adopted in 1995. Two new goals were added in
1996. These goals were expected to be underway or accomplished within five years. Three of
the goals remain on the list in 1997. A review of the progress made in 1997 toward
accomplishing the remaining goals is shown below.

1. To adopt and implement a plan to redevelop U.S. #1. U.S. #1 is the main artery through
the City and numerous areas along the road have been upgraded or redeveloped in recent
years. It is the commitment of the City to continue this positive trend.

A. Businesses in the redevelopment area have been delighted with the City’s decision to
assign additional police officers funded by a federal grant to patrol on bicycles in the
area. The police officers are meeting and talking to the people working and living in the
district. At the same time, their presence is a deterrent to crime encouraging many of
the business owners to assist with the promotion of positive trends.

2. To develop a five year capital improvement plan. The City Commission is committed to
proceeding with a defined capital improvement plan.

A. Completed plans include stormwater drainage, street paving, and sidewalks. In process
is the development of plans for water and sewer projects, a multi-purpose recreational
facility and fleet replacement.

3. To develop an annexation plan. Unincorporated areas to the west of the City boundaries
provide opportunities for annexation by the City. These opportunities include the ability for
the City to supply uniform, high quality, cost efficient services and thereby benefit the
residents and businesses in the area.

A. In the summer of 1998, a referendum vote to annex property in the unincorporated area
west of Holly Hill will be held. This will be a major annexation of 9,000 people and
about 3.5 square miles. The annexation, if successful, will provide benefits to both
communities in the delivery of services with greater cost efficiency.
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The percentage of each functional expenditure to total expenditures is displayed in the following
graph:

, Capital Outlay
Culture and Recreation 14%

10%

Economic
Environment
1%

Debt Service

Transportation 3%
10%
General Government Public Safety
43%

19%

Expenditures for General Governmental functions amounted to $5,299,000 for the year, an
increase of $126,000 over the preceding year.

Expenditures for General Government functions increased $7,000 over the previous year and
accounted for 19% of total expenditures.

Public Safety, which includes Police, Fire and Protective Inspection Departments, accounted for
43% of the General Fund expenditures, as compared to 46% for the preceding fiscal year.

Transportation represented 10% of the General Fund expenditures, as compared to 9% for the
preceding year.

Economic Environment, a new category in the current year, is attributable to the formation of the
Redevelopment district within the City and the expenditure of funds related to a Community
Development Block Grant.
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The Culture and Recreation Department accounted for 10% of the General Fund expenditures, as
compared to 12% for the previous fiscal year.

Expenditures for capital improvements amounted to $728,000 for the fiscal year, an increase of

57% over the preceding fiscal year. Debt service requirement included principal retirement of
$135,000 and interest of $38,000.

General Fund Balance:

The fund balance of the General Fund increased by 24% during the fiscal year ended

September 30, 1997. The $193,000 increase provided the City with a fund balance that is the
equivalent of 21% of the actual expenditures for the fiscal year ended September 30, 1997. This
indication of sound financial position will ensure the availability of resources needed to continue
providing quality service to the City’s citizens without imposing an undue tax burden.

Enterprise Operations:
The following schedule presents a summary of Water and Sewer System Fund revenues for the

fiscal year ended September 30, 1997 and the increases and decreases in relation to the prior year
(in thousands).

Increase

Percent (Decrease)
Source Amount of Total over 1996
Water sales $1,550 46% $ 79
Sewer charges 1,660 49 120
Other income 102 3 56
Interest revenue 91 2 (34)
Totals $3,403 100% $221

The percentage of each component of revenue to total revenues is displayed in the graph on the
following page.
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Interest Revenue

2%

Sewer Charges

49%

The City’s Water and Sewer System Fund experienced an increase in revenues of $221,000 over

the past year.

The City records connection charges and impact fees as contributed capital. During the year,
connection charges and impact fees amounted to $58,000, an increase of $24,000 from the

previous year.

The following schedule presents a summary of Water and Sewer System Fund expenses for the
fiscal year ended September 30, 1997 and the amount of increases and decreases in relation to

prior year amounts (in thousands).

Expenses

Water service

Sewer service

Administrative charges and services
Depreciation expense

Interest expenses and miscellaneous
Totals

Increase
Percent (Decrease)
Amount of Total over 1996
$ 639 19% $(20)
724 21 (35)
409 12 12
741 22 42
877 26 (23)
$3,390 100% $(24)
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The percentage of each expense to total expenses is displayed in the following graph:

Interest Expense and
Miscellaneous
26%

Administrative Charges and

Services Water Service
12% 19%
Depreciation and Amortization
Expense Sewer Service

22% 21%

This year, the City had net income of $13,000 in the Water and Sewer System Fund.

Bonded debt coverage from the operations of the system are shown in the following tabulation
(in thousands).:

1997
Gross revenue (includes connection charges) $3,461
Income available for debt service 2,098
Annual debt service requirement 1,120

Coverage (income available for debt service divided
by annual debt service requirement) 1.87
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The Solid Waste Fund is an enterprise fund that accounts for the City’s Physical
Environment/Sanitation Services. The following schedule presents a summary of Solid Waste
Fund revenues and transfers for the fiscal year ended September 30, 1997 (in thousands).

Increase
Percent (Decrease)
Source Amount of Total over 1996
Trash sales $ 860 61% $56
Refuse sales 412 29 48
Roll-off charges 94 7 25)
Other income 10 1 1
Grant revenue 14 1 (13)
Interest revenue 26 1 11
$1,416 100% $78

The percentage of each revenue to total revenues and transfers is displayed as follows:

Refuse Sales
29%

Roll-Off Charges 7%

Other Income 1%
Interest Revenue 1%

Grant Revenue 1%

Trash Sales
61%
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The following schedule presents a summary of Solid Waste Fund expenses for the fiscal year
ended September 30, 1997 (in thousands).

Increase
Percent (Decrease)
Expenses Amount of Total over 1996
Refuse services $ 955 80% $(33)
Administrative charges and
services 99 8 3
Depreciation and amortization
expense 131 11 (14)
Interest expense 6 1 -
$1,191 100% $(44)

The percentage of each expense to total expenses is displayed in the following graph:

Depreciation and Amortization

Administrative Charges and
Expense Services
11% 89
Interest Expense
1%

Refuse Services
80%

This year, the City has a net income of $225,000 in the Solid Waste Fund.
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Debt Administration:
At September 30, 1997, the City had no general bonded debt.

Water and sewer revenue bonds issued in 1992 are rated AAA by Moody’s Investors Services
and AAA by Standard and Poor’s Corporation and are insured by Municipal Bond Investors
Assurance Corporation. Debt service payments during the current year consisted of $255,000 in
principal maturities and $865,000 of interest.

Pension Trust Fund Operations:

Two funds have been established to account for the accumulation of resources to pay pension
benefits to retired firefighters and policemen.

The Firefighters’ Retirement System and the Police Officers’ Retirement Trust Fund are
governed by two separate Boards of Trustees appointed by the City Commission and are
responsible for the administration of each fund. The City is responsible for funding any actuarial
deficiency which may arise. At the dates of the most recent actuarial valuations the Police
Officers’ Retirement Trust had net assets held in trust for pension benefits of $4,324,000 and the
Firefighters’ Retirement System had $1,718,000. The two pension funds are included in the
financial statements of the City.

During the year, the Firefighters’ Retirement System revenues were derived from State of Florida
contributions of $20,000, employee contributions of $29,000, City contributions of $58,000,
investment income of $364,000, and other income of $1,000. For the Police Officers’ Retirement
Trust Fund, the revenues were derived from State of Florida contributions of $51,000, employee
contributions of $76,000, City contributions of $80,000 and investment income of $693,000.

General Fixed Assets:

This group of accounts represents the fixed assets of the General Government operations of the
City. These assets have been recorded on the books at cost and carrying value bears no relation to
the actual value of the assets. The total cost of general fixed assets at September 30, 1997
amounted to $11,256,000 as compared to $10,557,000 for the preceding year, an increase of 7%.
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Cash Management:

Cash temporarily idle during the year was invested in demand deposits and in time deposits
ranging from 12 to 24 months to maturity. The government’s investment policy is to minimize
credit and market risks while maintaining a competitive yield on its portfolio. Accordingly,
deposits were either insured by federal depository insurance or collateralized. All collateral on
deposits was held either by the government, its agent or a financial institution’s trust department
in the government’s name. At September 30, 1997, unrestricted cash was invested in interest
bearing demand deposits and with the State Board of Administration. Interest earned on
unrestricted funds for the past two fiscal years was as follows:

Interest Earned

Fund 1997 1996
(in thousands)
General Fund $ 74 $ 85
Special Revenue Funds 35 -
Capital Projects Fund 3 -
Water and Sewer System Fund 70 86
Solid Waste Fund 26 15
Total interest earnings for the City $208 $186

The above amounts do not reflect restricted funds or Pension Trust Funds’ idle cash or interest
and dividend earnings because these funds are not available for general City use.

Other Information
Independent Audit:

State Statutes require an annual audit by independent certified public accountants. The
accounting firm of Ernst & Young LLP was selected by the City Council. The report of
independent auditors on the general purpose financial statements is included in the financial
section of this report.
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Awards:

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City for its
comprehensive annual financial report for the fiscal year ended September 30, 1996. The
Certificate of Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of state and local government financial reports. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report whose contents conform to program
standards. Such report must satisfy both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has received a
Certificate of Achievement for the last 20 consecutive years. We believe our current report
continues to conform with the Certificate of Achievement program requirements, and we are
submitting it to the GFOA.

In addition, the City received the GFOA’s Award for Distinguished Budget Presentation for its
annual budget for the fiscal year beginning October 1, 1995. This is the ninth consecutive year
that the City has received this prestigious award. In order to qualify for the Distinguished Budget
Presentation Award, the City’s budget document was judged to be proficient in several categories
including policy documentation, financial planning and organization.

Acknowledgments:

The preparation of the Comprehensive Annual Financial Report on a timely basis was made
possible by the dedicated service of the entire staff of the Finance Department. Each member of
the department has my sincere appreciation for the contributions made in the preparation of this

report.

In closing, without the leadership and support of the governing body of the City, preparation of
this report would not have been possible.

Sincerely,

Brenda Gubernator
Finance Director
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Report of Independent Auditors



Our audit was made for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The combining statements and supporting schedules listed in the
table of contents are presented for purposes of additional analysis and are not a required part of
the general purpose financial statements of the City of Holly Hill, Florida. Such information has
been subjected to the auditing procedures applied in our audit of the general purpose financial
statements and, in our opinion, is fairly stated in all material respects in relation to the general
purpose financial statements taken as a whole. The statistical section has not been subjected to
the auditing procedures applied in the audit of the general purpose financial statements and,
accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated April 9,
1998 on our consideration of the City of Holly Hill, Florida’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts

and grants.
ém ¥ MLLP

April 9, 1998
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General Purpose Financial Statements

(Combined Statements—Overview)



City of Holly Hill, Florida

Combined Balance Sheet All Fund Types and Account Groups

September 30, 1997

(in thousands)

Governmental Fund Types

A 100, (20, 120,190, (5D
. teo
Special
General Revenue

Capital
Projects

Assets NG

Cash and cash equivalents $ 1,271 X $ ",@,”ﬁo 808 $
Investments - -
Accounts receivable—net 2 ‘i:( 23V
Taxes receivable 84 -
Interest receivable - -
Contribution receivable -
Other receivables 30 X -
Due from other funds 37 % 50"
Due from other governments T 50 1%
Prepaid insurance ' - -

Restricted assets:

Cash and cash equivalents: :
Sinking Funds : - -
Construction Fund - -
Renewal and Replacement Fund - -
Customer deposits - -
Impact fee - -

Land - -
Buildings - -
Improvements other than buildings - -
Machinery and equipment - -
Accumulated depreciation - -
Construction in progress - -
Advance to other funds 17X -
Unamortized bond issue costs - -
Amount to be provided for retirement of general
long-term debt

28"

Total assets $ 1,448 $ 931 §

28

See accompanying notes.
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Proprietary Fiduciary

Fund Type Fund Type Account Groups
General Total
Trust General Long-Term (Memorandum Only)
Enterprise and Agency Fixed Assets Debt 1997 1996
2
$ 1,494'"s 463 $ -3 -8 4064 $ 2911
- 5,565 - - 5,565 4,703
337 23 - - - 362 272
- - - - 84 82
- 37 - - 37 -
- 22 - - 22 -
( 2 - - - 32 84
Ve 357 - - - 122 603
- - - . - 57 239
%\3{0;6\5 31 - - - 31 31
23/ - - - 23 11
38~ - - . - 38 4
122 - - - 122 349
442~ - - - 442 420
101 - - - 101 71
155" - 1,332 - 1,487 1,487
10,817+ - 1,969 - 12,786 12,753
8,486 . - 5,683 - 14,169 13,056
7,686 - 2,272 - 9,958 9,380
(8,735)~ - - - (8,735) (7,877)
#1180 1l - - - 11 567
- - - - 17 -
217 - . - 217 226
- - - 1,210 1,210 1,139
$ 21,262 $ 6,087 § 11,256 § 1,210 $ 42,222 § 40,511
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City of Holly Hill, Florida

Combined Balance Sheet All Fund Types and Account Groups (continued)
September 30, 1997

(in thousands)

Governmental Fund Types

Special Capital
General Revenue Projects
Liabilities, fund equity and other credits
Liabilities:
Accounts payable $ 213§ 34 3 8
Accrued liabilities 148 4. -
Due to other funds 1 38" -
Current portion of notes payable - - -
Other liabilities 2 - -
Deferred revenues 84 - -
Payable from restricted assets:
Accounts payable - - -
Customer deposits - - -

Arbitrage rebate liability - - -

Current portion of revenue bonds payable - - -
Advance from other funds - 17 -
Deferred compensation payable - - -
Revenue bonds payable—net - - -
Notes payable - - -
Obligation for compensated absences - - -

Total liabilities 448 93 8
Commitments and contingencies

Fund equity and other credits:
Contributed capital - ‘ - -
Investment in general fixed assets - - -
Retained earnings:
Reserved for renewal and replacement - - -

Unreserved - - -
Fund balances:

Reserved for advances 17 - -

Reserved for encumbrances 13 - -

Reserved for law enforcement trust - - .
Reserved for pensions - - -

Reserved for police education 10 - -
Reserved for stormwater drainage - 831 -
Reserved for capital projects - - 20
Unreserved: -
Undesignated 960 7 -
Total fund equity and other credits 1,000 838 20
Total liabilities, fund equity and other credits $ 1,448 S 931 § 28

See accompanying notes.
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Page 2 of 2

Proprietary Fiduciary

Fund Type Fund Type Account Groups
General Total
Trust General Long-Term (Memorandum Only)
Enterprise and Agency Fixed Assets Debt 1997 1996
$ 116 § 2 8 -3 -8 373 § 218
' 40 - - - 192 116
83- - - - 122 603
47 - - - 47 48
- - - - 2 2
- - - - 84 82
14 - - - 14 94
442 - - - 442 420
- - - - 0 13
270 - - - 270 255
- - - - 17 -
- - - - - 243
13,666 - - - 13,666 13,924
- - - 829 829 761
158 - - 381 539 597
14,836 2 - 1,210 16,597 17376
3,053 - - - 3,053 2,995
- - 11,256 - 11,256 10,557
122 - - - 122 349
3,251 - - - 3,251 2,786
- - - - 17 -
- - - - 13 -
- 10 - - 10 8
- 6,075 - - 6,075 4,958
- - - - 10 11
- - - - 831 671
- - - - 20 2
- - - - 967 798
0,426 6,085 11,256 - 25,625 23,135
$ 21,262 $ 6,087 $ 11,256 $ 1,210 § 42,222 § 40,511
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City of Holly Hill, Florida
Combined Statement of Revenues, Expenditures and
Changes in Fund Balances
All Governmental Fund Types and Similar Trust Funds

Year ended September 30, 1997

(in thousands)
Fiduciary
Governmental Fund Types Fund Type
Capital Totals
Special Projects Expendable (Memorandum Only)
General Revenue Fund Trust 1997 1996
Revenues:
Taxes $ 2,859 $ 15 $8 - $ - $ 2,874 $2,904
Licenses and permits 220 - - - 220 215
Intergovernmental revenues 1,061 74 - - 1,135 1,143
Charges for services 594 337 - - 931 845
Fines and forfeitures 58 _ - - 9 67 58
Miscellaneous revenues 157 38 3 2 200 225
Total revenues 4,949 464 3 11 5,427 5,390
Expenditures:
Current:
General Government 1,031 - - - 1,031 1,024
Public Safety 2,252 - - 7 2,259 2,252
Transportation 444 87 - - 531 519
Economic Environment - 55 - - 55 -
Culture and Recreation 522 - - - 522 584
Capital outlay 334 157 235 2 728 651
Debt service:
Principal retirement 135 - - - 135 109
Interest 38 - - - 38 34
Total expenditures 4,756 299 235 9 5,299 . 5,173
Excess (deficiency) of
revenues over expenditures 193 165 (232) 2 128 217
Other financing sources:
Proceeds from issuance
of notes payable - - 250 - 250 -
Excess of revenues and other
sources over expenditures 193 165 18 2 378 217
Fund balances at beginning of
year 807 673 2 8 1,490 1,273
Fund balances atend of year § 1,000 $ 838 $ 20 $ 10 $ 1,868 $1,490

See accompanying notes.
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City of Holly Hill, Florida

Combined Statement of Revenues, Expenditures and
Changes in Fund Balances—Budget and Actual
All Governmental Fund Types

Year ended September 30, 1997

(in thousands)

Page 1 of 2

General Fund Special Revenue Funds

Variance Variance
(Unfavorable) (Unfavorable)
Budget  Actual Favorable Budget  Actual Favorable
Revenues:
Taxes $2,956 $2,859 $ 7 $ 15 § 15 $ -
Licenses and permits 212 220 8 - - -
Intergovernmental revenues 1,034 1,061 27 175 74 (101)
Charges for services 599 594 ) 272 337 65
Fines and forfeitures 55 58 3 - - -
Miscellaneous revenues 116 157 41 2 38 36
Total revenues 4,972 4,949 (23) 464 464 -
Expenditures:
Current:
General Government 1,073 1,031 42 - - -
Public Safety 2,327 2,252 75 - - -
Transportation 489 444 45 106 87 19
Economic Environment - - - 65 55 10
Culture and Recreation 579 522 57 3 - 3
Capital outlay 312 334 22) 452 157 295
Debt service:
Principal retirement 140 135 5 - - -
Interest 40 38 2 - - -
Total expenditures 4,960 4,756 204 626 299 327
Excess (deficiency) of revenues
over expenditures 12 193 181 (162) 165 327
Other financing sources (uses):
Proceeds from issuance of note
payable - - - - - -
Transfer (to) from other funds an - 17 17 - a7n
Appropriated fund balance 5 - 5) 145 - (145)
Excess of revenues over '
expenditures and other uses - 193 193 - 165 165
Fund balances at beginning of
year 807 807 - 673 673 -
Fund balances at end of year $ 807 $1,000 §$ 193 $ 673 § 838 § 165

See accompanying notes.
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City of Holly Hill, Florida

Page 2 of 2

Combined Statement of Revenues, Expenditures and
Changes in Fund Balances—Budget and Actual (continued)

Revenues:
Taxes
Licenses and permits
Intergovernmental revenues
Charges for services
Fines and forfeitures
Miscellaneous revenues
Total revenues

Expenditures:
Current:
General Government
Public Safety
Transportation
Economic Environment
Culture and Recreation
Capital outlay
Debt service:
Principal retirement
Interest
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources (uses):
Proceeds from issuance of note
payable
Transfer from other funds
Appropriated fund balance
Excess of revenues over
expenditures and other uses

Fund balances at beginning of
year
Fund balances at end of year

See accompanying notes.
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All Governmental Fund Types
Year ended September 30, 1997

(in thousands)

Capital Projects Fund Total (Memorandum Only)
Variance Variance

(Unfavorable) (Unfavorable) 1996
Budget  Actual Favorable Budget  Actual Favorable Actual
$ - $ - $ - $ 2971 §$ 28714 §$ (97) $ 2,904
- - - 212 220 8 215
- - - 1,209 1,135 (74) 1,143
- - - 871 931 60 845
- - - 55 58 3 50
- 3 3 118 198 80 224
- 3 3 5,441 5,416 (20) 5,381
- - - 1,073 1,031 42 1,024
- - - 2,327 2,252 75 2,241
- - - 595 531 64 519
- - - 65 55 10 -
- - - 582 522 60 584
250 235 15 1,014 726 288 630
- - - 140 135 5 109
- - - 40 38 2 34
250 235 15 5,836 5,290 546 5,141
(250) (232) 18 (400) 126 526 240
250 250 - 250 250 - -
- - - 150 - (150) -
- 18 18 - 376 376 240
2 2 - 1,482 1,482 - 1,242
$ 2 $ 20 18 $ 1,482 § 1858 $§ 376 $ 1,482




City of Holly Hill, Florida

Combined Statement of Revenues, Expenses and
Changes in Retained Earnings
All Proprietary Fund Types

Year ended September 30, 1997

Operating revenues:
Charges for services
Total operating revenues

Operating expenses:
Personal services
Contractual services
Materials and supplies
Other charges and services
Depreciation and amortization
Miscellaneous expenses

Total operating expenses

Operating income

Nonoperating revenues (expenses):
Interest income
Grant revenue
Other income
Interest expense
Total nonoperating revenues (expenses)

Net Income (loss)
Retained earnings at beginning of year

Retained earnings at end of year

See accompanying notes.

1997 1996
$4,626 $4,344
4,626 3.34%
1,258 1,256
669 674
385 469
508 493
872 844
6 7
3,698 3,743
928 601
117 140
14 27
62 2
(883) (906)
(690) 737)
238 (136)
3,135 3,271
53,373 33,135
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City of Holly Hill, Florida

Combined Statement of Cash Flows
Proprietary Fund Type

Year ended September 30, 1997
(in thousands)

1997 1996

Operating activities
Operating income $ 928 $ 601
Adjustments to reconcile operating income to net cash

provided by operating activities:

Depreciation and amortization 872 844
Nonoperating income ’ 76 29
Accounts receivable, net (82) 54
Other receivables 4 “4)
Due from other funds (6) 166
Accounts payable 47) 41
Accrued liabilities Q) 23
‘Due to other funds 5 (113)
Customer deposits 22 8
Obligation for compensated absences (14) 12
Net cash provided by operating activities 1,753 1,661
Capital and related financing activities
Acquisition and construction of capital assets (483) (1,216)
Principal paid on bond maturities (255) (245)
Principal paid on note payable (48) (48)
Interest paid on note payable 6) (6)
Interest paid on bonds (856) (878)
Capital contributions from customers 58 34
Net cash used in capital and related financing activities (1,590) (2,359)
Investing activities
Interest on investments 117 140
Net cash provided by investing activities 117 140
Net increase (decrease) in cash and cash equivalents 280 (558)
Cash and cash equivalents at beginning of year 1,940 2,498
Cash and cash equivalents at end of year $2,220 $1,940

See accompanying notes.

38



o

City of Holly Hill, Florida
Combined Statement of Changes in Plan Net Assets

All Pension Trust Funds
For the year ended September 30, 1997
(In Thousands)

Additions
Contributions:

Employer

State

Plan members

Total contributions

Investment income:

Net appreciation in fair value of investments (realized and unrealized)
Interest and dividends

Less investment expenses:
Investment management fees
Net investment income

Other income
Total additions

Deductions

Benefits
Administrative expense
Total deductions

Net increase
Net assets held in trust for pension benefits

Beginning of year
End of year

$ 155
71
109

335

891
221

1,112

51

1,061

1,397

242
38
280

1,117

4,958

$6,075
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City of Holly Hill, Florida
Notes to Financial Statements

September 30, 1997

1. Accounting Policies

The City of Holly Hill, Florida is a municipal corporation created by the Laws of Florida,
Chapter 67-1274, located in Volusia County. The legislative branch of the City is composed of a
five (5) member Commission consisting of the mayor and four commissioners. The City
Commission is governed by the City Charter and by state and local laws and regulations. The
City Commission is responsible for the establishment and adoption of policy. The execution of
such policy is the responsibility of the Commission appointed City Manager.

The accounting policies of the City of Holly Hill, Florida conform to generally accepted

accounting principles as applicable to governments. The following is a summary of the more
significant policies.

Reporting Entity

The accompanying financial statements present the financial position, results of operations and

cash flows of the applicable fund types and account groups governed by the City Commission of
the City of Holly Hill, Florida.

There are no potential component units which would require inclusion in the City’s financial

statements under the requirements of Government Accounting Standards Board Statement
No. 14.

Fund Accounting

The accounts of the City are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues
and expenditures, or expenses, as appropriate. Government resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlled. The purpose of the City’s various funds and
account groups are as follows:

Governmental Fund Types:

General Fund—The General Fund is the general operating fund of the City. It is used to account
for all financial resources, except those required to be accounted for in another fund.
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

1. Accounting Policies (continued)

Special Revenue Funds—Special Revenue Funds are used to account for the proceeds of specific

revenue sources (other than major capital projects) that are legally restricted to expenditures for
specified purposes.

Capital Projects Fund—The Capital Projects Fund is used to account for financial resources to be
used for construction of major capital facilities (other than those financed by proprietary funds).

Proprietary Fund Type: :

Enterprise Funds—The Enterprise 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 governing
body is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges.
These include water and sewer and solid waste.

Fiduciary Fund Types:
Trust and Agency Funds—Trust and Agency Funds are used to account for assets held by a

governmental unit in a trustee capacity. These include Pension Trust, Expendable Trust and
Agency Funds.

Account Groups:

General Fixed Assets—The General Fixed Assets Account Group is used to account for all fixed
assets of the City, except fixed assets of the proprietary funds.

General Long-Term Debt—The General Long-Term Debt Account Group is used to account for

outstanding principal balances on any long-term liabilities not accounted for in the proprietary
funds. :

Measurement Focus

Governmental Fund Types—The General, Special Revenue and Capital Projects Funds are
accounted for using a current financial resources measurement focus. This means that only
current assets and current liabilities are generally included on the balance sheets. Accordingly,
the reported undesignated fund balance (net current assets) is considered a measure of available,
spendable or appropriable resources. The operating statement of this fund presents increases
(revenues and other financing sources) and decreases (expenditures and other financing uses) in
net current assets.
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

1. Accounting Policies (continued)

than buildings, including roads, bridges, curbs and gutters, streets and sidewalks, drainage
systems, and lighting systems, are also capitalized along with other general fixed assets. Donated
fixed assets are recorded in the General Fixed Assets Account Group at their fair market value at
the time received. No depreciation has been provided on general fixed assets.

The fixed assets of the Enterprise Funds are capitalized at cost when purchased. Donated fixed
assets are recorded at their estimated fair market value at time received and classified as
contributions. Depreciation is computed using the straight-line method over the assets’ estimated
useful lives. The estimated useful lives of the various classes of depreciable assets are as follows:

Assets Years
Buildings 50
Improvements other than buildings 10-50
Machinery and equipment 3-30

Capitalization of Interest

Net interest cost relating to construction has been capitalized during the current fiscal year.

Bond Discounts and Issuance Costs

Bond discounts and bond issuance costs for the Proprietary Fund Types are amortized using the
straight-line method, which approximates the effective interest method, over the life of the
bonds. Bond discounts are presented as a reduction of the face amount of bonds payable and
issuance costs are recorded as deferred charges.

Vacation and Sick Leave

It is the City’s policy to grant employees vacation leave based upon the number of years of
employment with the City. Vacation leave can be used as time off and/or accrued up to a
maximum of 90 days, after which time the employee will be reimbursed for the time in excess of
90 days. Upon termination, the employee receives a cash benefit equal to the number of days
accrued based on the employee’s current wage rate.
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

1. Accounting Policies (continued)

Sick leave is accumulated at a rate of one day per month per employee and can be accrued uptoa
maximum of 90 days. Upon retirement or death, employees are paid 100 percent of their
accumulated sick leave. Upon resignation, employees with 15 years of service are paid 50
percent of their accumulated sick leave.

The City records compensated absences in the Governmental Fund Types as an expenditure for the
amount accrued during the year that would normally be liquidated with expendable available
financial resources. The remainder of the liability is reported in the General Long-Term Debt
Account Group. The Proprietary Fund Type accrues compensated absences in the period they are
earned. The amount recorded in both Fund Types is based on the employee’s current rate of pay,
plus certain salary-related fringe benefits.

Reserves

Reserves indicate that portion of fund balance/retained earnings that is not available for
appropriation or which is legally segregated for a specific future use. The description of each
reserve indicates the purpose for which each was intended.

Encumbrances

Encumbrances outstanding at year-end represent the estimated amount of the expenditures
ultimately to result, if unperformed contracts in process at year-end are completed.
Encumbrances outstanding at year-end do not constitute expenditures or liabilities, but rather
reservations of fund balance for subsequent years’ appropriation. Encumbrances are reported in
Governmental Fund types.

Contributed Capital

Proprietary Fund contributed capital represents contributions from other funds, governmental
entities or individuals. The contributions were collected to finance fixed asset additions or other
specific expenses.

Long-Term Debt

Debt recorded in the General Long-Term Debt Account Group is paid from Governmental Fund
Type assets.
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

1. Accounting Policies (continued)

Debt recorded in the Enterprise Funds is paid from the Enterprise Funds’ assets.
Combined Statements “Memorandum Only” Total Columns

Total columns on the Combined Statements—All Fund Types and Account Groups are noted
“Memorandum Only” to indicate that they are presented only to facilitate financial analysis. Data
in these columns do not present financial position, results of operations, or changes in cash flows
in conformity with generally accepted accounting principles. Interfund eliminations have not
been made in the summarization of these data.

Reclassifications

Certain September 30, 1996 account balances have been reclassified in this report to conform
with the financial statement presentation used in 1997.

2. Cash and Investments

The City maintains a cash and investment pool that is available for use by all funds, except the
Pension Trust Funds. Each Fund Type’s portion of this pool is included on the combined balance
sheet in “Cash and Cash Equivalents.” Earnings on pooled cash and investments are allocated to
participating funds on a monthly basis based on each fund’s portion of the pool. In addition,
investments are separately held by several of the City’s funds. The deposits and investments of
the Pension Trust Funds are held separately from those of other City funds.

Deposits

The carrying amount of the City’s deposits, including money market funds with financial
institutions, was $481,000 and the bank balance was $500,000. The bank balance was secured by
the bank through participation in the Florida Security for Public Deposits Act. The City also had
$1,000 of petty cash on hand as of September 30, 1997.

The Florida Security for Public Deposits Act established guidelines for qualification and
participation by banks and savings associations, procedures for the administration of the
collateral requirements and characteristics of eligible collateral. Under the Act, the qualified
public depository must pledge at least 50% of the average daily balance for each month of all
public deposits in excess of any applicable deposit insurance. Additional collateral, up to a
maximum of 125%, may be required, if deemed necessary under the conditions set forth in the
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

2. Cash and Investments (continued)

Act. Obligations pledged to secure deposits must be delivered to the State Treasurer or, with the
approval of the State Treasurer, to a bank, savings association, or trust company provided a
power of attorney is delivered to the Treasurer. Under the Act, the pool may assess participating
financial institutions on a pro rata basis to fund any shortfall in the event of the failure of a
member institution.

Investments

The City’s investment policies are governed by state statutes and local ordinances. The basic
allowable investment instruments include the Local Government Surplus Funds Trust Fund;
negotiable direct obligations of, or obligations the principal and interest of which are
unconditionally guaranteed by the U.S. Government; interest-bearing time deposits or savings
accounts in banks organized under the laws of this state, in national banks organized under the
laws of the United States and doing business and situated in this state, in savings and loan
associations which are under state supervision or in federal savings and loan associations located
in this state and organized under federal law and federal supervision; money market accounts that
invest in United States government obligations; obligations of the Federal Farm Credit Banks,
the Federal Home Loan Mortgage Corporation, including Federal Home Loan Mortgage
Corporation participation certificates; or the Federal Home Loan Bank or its district banks or
obligations guaranteed by the Government National Mortgage Association; obligations of the
Federal National Mortgage Association including Federal National Mortgage Association
participation certificates and mortgage pass-through certificates guaranteed by the Federal
National Mortgage Association.

The following schedule categorizes the level of risk assumed by the City relating to investments
held at September 30, 1997:

Category 1
Category 1 includes investments that are insured or registered or for which the securities
are held by the City or its agent in the City’s name.

Category 2

Category 2 includes uninsured and unregistered investments for which the securities are
held by the counterparties’ trust department or agent in the City’s name.
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

2. Cash and Investments (continued)
Category 3
Category 3 includes uninsured and unregistered investments for which the securities are
held by the broker or dealer, or by its safekeeping department or agent but not in the City’s
name.

Following is a summary of investments held by the City at September 30, 1997 (in thousands):

Carrying Amount Market Value

Pension Trust Fund Investments (excluding money

market) (category 3):
Common stock $2,113 $2,927
U.S. government and agency obligations 1,813 1,831
Corporate bonds 754 752
City investments:
Repurchase agreement (category 2) 107 107
4,787 5,617
Money market—Pension Trust Funds 55 55
State Board of Administration—Local Government
Surplus Funds Investment Pool 4,201 4,201
Total investments $9,043 $9,873

3. Accounts Receivable—Net

The accounts receivable—net at September 30, 1997 consists of the following:

Governmental Funds Enterprise Funds
General Stormwater Water and Solid
Fund Fund Sewer Waste
(in thousands)
Accounts receivable $2 $26 $248 $136
Less: Allowance for doubtful accounts - 3 26 21
Accounts receivable—net $2 $23 $222 $115
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City of Holly Hill, Florida

Notes to Financial Statements (continued)

4. Changes in General Fixed Assets

A summary of changes in general fixed assets follows:

Balance Balance
September 30, September 30,
1996 Additions Deletions 1997
(in thousands)
Land $ 1,332 $ - $ - $ 1,332
Buildings 1,936 33 - 1,969
Improvements other than buildings 5,346 337 - 5,683
Machinery and equipment 1,943 393 64 2,272

Total general fixed assets $10,557 $763 $64 $11,256

5. Changes in General Long-Term Debt Account Group

A summary of changes in general long-term debt follows:

Balance Notes Net Decrease Balance
October 1, Payable in Compensated  September 30,
1996 Issued Retired Absences 1997
(in thousands)
Notes payable:
Volusia County—800 MHZ
radio system $ 104 $ - $ 10 $ - $ 94
Sun Bank of Volusia County:
Fire truck 49 - 25 - 24
Fire station and City Hall 561 - 77 - 484
Computer System - 250 23 - 227
714 250 135 - 829
Obligation for compensated
absences 425 - - 44 381
Total general long-term debt $1,139 $250 $135 $44 $1,210

6. Legal Debt Margin

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

Notes to Financial Statements (continued)

7. Notes Payable

In March 1993, the City executed two utility service tax revenue notes with a local banking
institution in the amounts of approximately $359,000 and $808,000. Proceeds from the $359,000
note were used for the purchase of sanitation trucks and a fire truck. The liability for the fire
truck is recorded in the General Long-Term Debt Account Group and for the sanitation trucks in
the Solid Waste Enterprise Fund. The agreement provides for annual principal payments of
approximately $72,000 plus interest at 4.80% through October 10, 1998. Proceeds from the
$808,000 note were used for fire station and City Hall construction. The agreement provides for
semi-annual payments of approximately $50,000 principal and interest through September 30,
1997 and a balloon payment of the remaining principal balance and accrued interest of
approximately $485,000 on March 31, 1998. Utility service tax revenues are pledged for
repa