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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
City of Holly Hill, Florida
Firefighters’ Retirement System

We have audited the accompanying statements of plan net assets of City of Holly Hill, Florida, Firefighters’
Retirement System as of September 30, 2010 and 2009 and the related statements of changes in plan net
assets for the years then ended. These financial statements are the responsibility of City of Holly Hill, Florida
Firefighters” Retirement System’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes consideration of internal control over financial reporting 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 Plan’s internal control over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

As discussed in Note 1, the accompanying financial statements present only City of Holly Hill, Florida,
Firefighters’ Retirement System and do not purport to, and do not, present fairly the financial position of City
of Holly Hill, Florida, as of September 30, 2010 and 2009, and the changes in its financial position, or where
applicable, its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the plan net
assets of City of Holly Hill, Florida Firefighters® Retirement System as of September 30, 2010 and 20609, and
the changes in plan net assets for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

City of Holly Hill, Florida, Fitrefighters® Retirement System has not presented Management’s Discussion and
Analysis that accounting principles generally accepted in the United States of America have determined is
necessary to supplement, although not required to be part of, the basic financial statements.
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In accordance with Governmeni Auditing Standards, we have also issued a report dated April 28, 2011, on our
consideration of City of Holly Hill, Florida Firefighters® Retirement System’s internal control over financial
reporting and our tests of the compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
conirol over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government duditing Standards and should be considered in assessing the
results of our audits.

The accompanying schedules of funding progress and contributions from employer and other contributing
entities on page 25 are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted primarily of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it. :

Bret Nibliber d o, Cho

April 28, 2011
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STATEMENTS OF PLAN NET ASSETS Statement 1
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS' RETIREMENT SYSTEM

September 30,
2010 2009
Assets;
Cashand cash equivalents...........ooo i $ 168085 §$ 181.339
Receivables:
State contributions receivable. . ... e e 16,650 22,306
Interest and dividends receivable.. ... 9,705 8.963
26,355 31,269
Investments, at fair value:
O T N 1 | o O U PP 82,802 26,902
VS, Government AZeNCIBS. ... uiiiraretiiansaeae et aearreeearaee s 314,200 371,565
Corporate/municipal bonds.......cooovviiiiiii 556,730 486,520
COrpPOTAte BQUIEIES. ..\t et ettt e v 374,011 610,308
B L gDt T q Y L 1.396.353 978.060
2,724,096 2.473.355
121 I 2,918,536 2,685,963
Liabilities:
ACCOUNES PAYADIE. .. oot e e 6,408 3,431
Deferred revenue-unearmned contributions......coooeri i e iy 19,825 29.694
S 721 B e 1] AT 26,233 33,125
Net Assets:
Net assets held in trust for pension benefits..........cooooiiiiininiiin e § 2892303 § 2.652.838

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES IN PLAN NET ASSETS Statement 2
For the Fiscal Years Ended September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS' RETIREMENT SYSTEM

September 30,
2010 2009
Additions:
Contributions from:
EINIPLOYET «overivurierererenierernerermsesenssensssesessassesasassaseassssssssssnsassnssensasesssessssassarses $§ 105163 § 48,234
State insurance premium tax diStriDUION .oceevveeceiece e 45,611 89,685
State firefighters' supplemental compensation trust fund distribution .......... 16,650 59,830
Plan MEmMBETs ..ot r bbbttt sn s es s eeas 49272 34.443
Total COMTIBULIONS. ..eeereieee ettt es e 216,696 232,192
Investment income (losses):
Net realized and unrealized appreciation
(depreciation) in fair value of INVESIMENTS ...coccvvvveercriireiisiereenir s 132,552 (51,370)
Interest and dividend €arnings ......ceccveceeveveiesiesieerce e 76,904 75,717
209,456 24,347
Less: investment Management fEeS ......c..cuvrrerrrenerisesnicesonissssaesnsecenessereens {20.436) (18.894)
Total investment (10SS€S) INCOME ...voveeiriereiveiririnisereeeceseeremeieseeeseanennas 189.020 5,453
Total (deductions) additions .......ciecreeiiniiein e 405,716 237,645
Deductions:
Benefit pAVIMENtS .......ccoeciirmrinene ettt ce e e reeeee 125,744 126,596
Refunds/Withdrawals ..ottt et es et et en 16,572 -
AdMInistrative EXPENSES wouevrverierrrreeieirieenteeie e s s e sie e rme et see s esseae e s e e tene 23.935 20.826
TOtAl dEAUCTIOMS. ovveeererieeser et s eeeas et et ee e e eeeee e e e eee e e e e e eeeaeeeeneen 166.251 147.422
Net (decrease} IMCTIBASE ...vviiciereeeeeeieeeeeeeeee e eeee e eaneeeeemeeeeseransesseenntaernn: 239,465 90,223
Net assets held in trust for pension benefits:
Begintiing OF FEAT ..oieeiiie ettt s e s e 2.652.838 2.562.615
ENA OF FOAT ..eiveveriiriereieireisersta e e e tem st eme b ee e senns asns e e e sassnenanen $ 2892303 § 2.652.838

The accompanying notes are an integral part of the financial statements.
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NOTES TO FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA
FIREFIGHTERS’ RETIREMENT SYSTEM

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Firefighters’ Retirement System (the "System") of the City of Holly Hill,
Florida (the “City™) have been prepared in accordance with accounting principles generally accepted in the
United States of America as applied to governmental units. The Governmental Accounting Standards Board is
the standard setting body for governmental accounting and financial reporting,

Reporting Entity

The accompanying financial statements present only the System and are not intended to present the financial
position or results of operations of the City of Holly Hill, Florida. The System is included in the City’s
Comprehensive Annual Financial Report (CAFR) for the years ended September 30, 2010 and 2009, which
are separately issued documents. Anyone wishing further information about the City is referred to the City’s
CAFR.

The System is a single-employer defined benefit pension trust fund (fiduciary fund type) of the City
established under the provisions of Chapter 42, Article Il of the City’s Code of Ordinances and Chapter 175,
Florida Statutes. The Systemn provides retirement, disability, and survivor benefits for all City firefighters who
participate in the plan. The accounts of the System are organized as a pension trust fund, which is considered
a separate accounting entity. A pension trust fund is used to account for assets held by a governmental unit in
a trustee capacity or as an agent for individuals, private organizations, other governments, and other funds.
The fiscal operations of the System are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, net assets held in trust for employee’s pension benefits and additions to and
deductions from net assets held in trust for employees” pension benefits. Resources are allocated to, and
accounted for, based upon the purposes for which they are to be spent and the means by which spending
activities are controlled.

Basis of Accounting

The accrual basis of accounting is utilized in presenting the System’s plan net assets and changes in net plan
assets. Revenue is recognized when earned and expenses are recognized when they are incurred. Employer
confributions, and any State of Florida contributions eligible to offset employer contributions, are recognized
when due in accordance with statutory requirements (Chapter 175, Florida Statutes). Emplovee contributions
are recognized when due as deductions from pay. Benefit payments are recognized when due and payable in
accordance with the terms of the System. Contribution refunds are recognized when due and payable in
accordance with the terms of the System and the City’s procedures for employee terminations.

Cash and Short-Term Investmenis

The System’s cash and cash equivalents are considered to be cash on deposit, money market funds, and short-
term investments with original maturities of three months or less from the date of acquisition. At September
30, 2010 and 2009, the carrying amount of the System”s cash and money market funds totaled $168,085 and
$181,339, all of which is maintained in brokerage security trust accounts that are not subject to federally
insured FDIC protection.

15



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS’ RETIREMENT SYSTEM

Investments

Investments are reported at fair value and are managed by the System’s Board of Trustees and a third party
money manager. The System’s independent Custodian and money manager price each instrument that does
not have an established market at estimated fair value. Performance reporting, administrative expenses, and
the City’s asset valuation are based on quoted market prices provided by the Custodian.

Net Assets
Net assets of the System are the difference between total plan assets and total plan liabilities and are held in

trust for pension benefits.

Contributions

Contributions of funds are received from 1) the City, at actparially determined rates in accordance with
Chapter 112, Florida Statutes, 2) the State of Florida, pursuant to the provisions of Chapter 175, Florida
Statutes, which allocates premium taxes collected on certain insurance policies underwritten on property
located within the municipal boundaries of the City, and 3) active plan participants, who are required to
contribute 8% (5% prior to 2010} of their covered payroll to the plan.

The City has historically contributed amounts equaling or exceeding the annual required contribution (ARC)
and thus has never recognized, or needed to report, a net pension benefit obligation (NPO). Amounts
contributed by the City in excess of the annual required contribution are recognized as deferred (unearned)
revenue and are held in trust to offset future required employer contributions, at which time they are
recognized as earned.

Investment Income
Realized and unrealized gains/losses are aggregated and recognized under the caption Net Realized and
Unrealized Appreciation (Depreciation) in Fair Value of Investments.

Expenses
Monthly pension and benefit payments, to members are mailed/direct deposited on, or prior, to the last

business day of the month for that month,

The System is contributory and employvee 8% (5% in prior years) contributions are 100% refundable (without
interest} if, at the date of employment termination, the employee elects to terminate his vesting rights or is not
vested in the System. Refunds and withdrawals are paid upon request following termination.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets, liabilities,
benefit obligations and changes therein, disclosure of contingent assets and liabilities, and the actuarial
present value of accumulated plan benefits at the date of the financial statements. Actual results could differ
from those estimates. '

Reclassifications

Certain reclassifications have been made to the prior year’s financial statements to conform with the current
period’s presentation.

16



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS® RETIREMENT SYSTEM

NOTE 2 — DESCRIPTION OF PLAN

The City maintains a single-employer defined benefit pension plan for all full-time firefighters, which assets
are included in the Firefighters’ Retirement System (a pension trust fund). The funding methods and the
determination of benefits payable are provided in the various acts of the Florida Legislature, which awthorized
the creation of the fund, including subsequent amendments thereto. More information relating to the funding
methods, determination of benefits, and permissible investments for the System can be found in Chapter 175,
Florida Statutes. These statutes provide, in general, that funds are to be accumulated from employee
confributions, City contributions, State appropriations and income from investments from accumulated funds.
The statutes also provide that should the accumulated funds at any time be insufficient to meet and pay the
benefits due, the City shall supplement the funds by an appropriation from current funds or from any revenues
which may be lawfully used for said purposes in an amount sufficient to make up the deficiency. The
investments of the System are administered, managed, and operated by a five-member Board of Trustees
using the services of the City staff, local financial institutions, and contracted third-party fund custodians.

The Florida Constitution requires local governments to make the actuarially determined contribution to their
defined benefit plans. The Florida Division of Retirement reviews each local government’s actuarial report
prior to its being appropriated for use for funding purposes. Additionally, the state collects a locally
authorized insurance premijum surcharge for the System on certain real and personal property insurance
policies underwritten in the corporate limits of the City which can only be distributed after the State has
ascertained that the local government has met its actuarial funding requirement for the most recently
completed fiscal year.

All full-time, uniformed firefighters are eligible (and required as a condition of employment) to participate in
the System upon employment with the City. Employees vest with 100% full benefits after 6 years of service.
Members are eligible for normal retirement after attaining age 50 with 6 years of credited service or
completion of 25 years of credited service, regardless of age. Members are eligible for early retirement after
attaining age 48 with 6 years of service. An independent actuary appointed by the Board of Trustees
actuarially determines benefits to be paid to retirees.

Membership in the System consisted of the following, as included in the most recent actuarial valuation dated
October 1, 2010:
2010 2009
Service retirees currently receiving benefits......ocvvveeveeerveciecnnns 5
Beneficiaries currently receiving death benefits....c..ocveeivcvernnn, 0
Beneficiaries currently receiving disability benefits.....o.covieeiirnenn. 0
Vested terminated employees ........cccocvvecievcereencicnrereeescnrenes 2
Employees receiving DROP benefits......coooviecveceiiieeieeeeieceenen 1
ACHVE BIMPIOYEES .o ieee et e e rae st e sraeses e e eareananens 10

Nl N OO O

Total participants..........coorvinn 1
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS’ RETIREMENT SYSTEM

On September 13,2010 (Jatest amendment date), the System amended its plan provisions with the adoption of
Ordinance No. 288(). The following is a summary of the significant provisions;

Eligibility
Contributions
Normal Retirement Date

Normal Retirement Benefit
Form of Benefit

Supplement
Early Retirement Eligibility
Early Retirement Benefit

Vesting Schedule

Vesting Benefit Amount
Disability Eligibility

Disability Benefit

Duration of Disability Benefits

Pre-retirement Death Benefits

Deferred Retirement Option Plan

All full-time firefighters.

Employee - 8.0% of salary.
Employer-Remaining amount required in order to pay current costs
and amortize unfunded past service cost, if any.

Earlier of age 50 and 6 years of credited service or completion of
25 years of credited service, regardless of age.

3.0% of average monthly earnings times credited service.
Ten-Year Certain and Life Annuity (options available).

Retirees receive $19.00 per month per year of credited service
payable to the date on which unreduced Social Security benefits
become payable.

Age 48 and 6 years of credited service.

Accrued benefit, actuarially reduced for each vear that early
retirement precedes normal retirement.

100% after 6 years of credited service

Member will receive the vested portion of accrued benefit
payable at the otherwise normal retirement date.

Service incurred-Covered from date of employment.
Non-service incurred-10 years of credited service.

Benefit accrued to date of disability, but not less than 42% of
average monthly earnings (service incurred).

Payable for life with ten years certain or until recovery.

Not Vested-Beneficiary shall receive 100% of member
contributions.

Vested-Monthly accrued benefit payable at the member’s normal
retirement date to designated beneficiary for 10 years, options
available.

Minimum Benefit for Spouse if Member dies in active
service and is vested-50% of salary at time of death payable
for life of the spouse.

Eligibility-Eligibility for normal retirement.

Participation-Not to exceed 60 months.

Rate of Return-6.50% per annum, credited quarterly.

Form of Distribution-Lump sum at termination of employment.

18



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS® RETIREMENT SYSTEM

The City provides contributions to the System under the authority of Chapter 175, Florida Statutes and
pursuant to City ordinances. Employees covered under the plan are required to make contributions of 8% of
their compensation (5% prior to October 1, 2009). City contributions to the System are made as needed to
fund any actuarial deficiency. If an employee leaves covered employment or dies before & years of credited
service, accumulated employee contributions, are refunded to the employee or a designated beneficiary. The
ordinances also require the City to make an annual contribution to the System at actuarially determined rates
that, expressed as percentages of annual covered payroll, are adequate to accumulate sufficient assets to pay
benefits when due. The City is obligated by law to make all required contributions to the System.

The City’s actuarial valuation dated October 1, 2010 is utilized to determine the contributions to the Plan for
the year ending September 30, 2012, Pursuant to the System’s actuarial valuation dated October 1, 2008
(which has been revised in accordance with the December 22, 2009 Actuarial Impact Statement), the City’s
fotal minimum required contribution was reported to be a fixed percentage equal to 35.1% of the covered
payroll, rather than being reported as a fixed minimum contribution amount. After adjusting the required
contribution rate for member contributions at 8% of covered payroll, the remaining percentage rate of27.1%
is required to be funded by the employer with a combination of state excise tax premium distributions and
mandatory employer contributions. A one-time adjustment is atlowed to provide the City the opportunity to
true-up, or true-down the employer’s pro-rata share of the required contribution, after consideration of the
actual state excise tax premium distribution collected during the vear.

For the year ended September 30, 2010, the actuarially determined required contribution of 35.1% of covered
payroll totaled $216,696. Actual contributions from members representing 8% of covered payroll totaled
$49,272, which produced a required minimum employer contribution representing 27.1% of payroll or
$167,424. Amounts actually contributed by the City during the year ended September 30, 2010, totaled
$167,424, which includes $9,870 of the prior year’s overpayment (amount paid in 2009 totaling $29,694 was
greater than the minimum required contribution). The cumulative amount of the overpayment (deferred
revenue) totaled $19,825 at September 30, 2010, which can be used to offset future employer contributions.

Although there is no intent to do so, if the Fire Plan is terminated for any reason, the Board of Trustees shall

apportion and distribute the System's assets in accordance with the requirements set forth in Chapter 175 of
the Florida Statutes. -
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NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS’ RETIREMENT SYSTEM

NOTE 3 - CASH DEPOSITS AND INVESTMENTS

At September 30, 2010, the System had the following investments and maturities:

Eair Investment Maturities
Investment Value Less than 1 1to5 6to 10 Over 10
U.S. Treasury....cocoevvenenennnn.. $ 82,802 - 56,130 14,987 11,685
U.S. Government Agencies..... 314,200 - 35,022 33,613 245,565
Corporate/municipal bonds..... 556,730 - 263,322 239,845 53,563
Corporate equities................ 374,011 374,011 - - -
Mutual Funds..........c..o..eee. 1,396,353 1,396,353 - - -

$ 2724096 _1.770.364 354474 288.445 310.813

Credit Risk. The System’s investment policies are governed by state statutes (Chapter 175, F.S.) and by an
investment policy adopted by ifs Board of Trustees. The basic allowable investment instruments include
obligations of, or obligations the principal and interest of which are guaranteed by, the U.S. Government; time
deposits or savings accounts of a national bank, a state bank insured by the Federal Deposit Insurance
Corpoeration, or a savings, building and loan association insured the Federal Savings and Loan Insurance
Corporation; money market accounts that invest in U.S. Government obligations; bonds issued by the State of
Israel; and bonds, stocks or other evidence of indebtedness issued or guaranteed by a corporation organized
under the laws of the U.S., any state or organized territory of the U.S., or the District of Columbia.

Interest Rate Risk. The System monitors the effective duration of its fixed income portfolio as part of its
program to manage interest rate risk. [n recent vears, the System has invested approximately 65% of its net
assets in domestic corporate equities and mutual funds, which fair value varies in conjunction with changes in
the NYSE and NASDAQ stock index prices. Investments in U.S Treasury obligations, which represent
approximately 3% of the System’s investments, typically include discounted, fixed-price notes and bonds that
mature within fifteen to thirty vears. The fair values of these investments are less sensitive to interest rate
increases since they are held to maturity. Investments in mortgage backed securities, which represents
approximately 12% of the System’s investments, typically include long-term, fixed-rate collateralized
mortgage obligations with maturities ranging from one to twenty years. Their fair values are particularly
sensitive to prepayments by mortgagees, which may result from a decline in interest rates, and inversely
sensitive to changes in interest rates. Investments in fixed rate domestic corporate bonds, which represent
approximately 20% of the System’s investments, are generally made to guaranty the production of cash flows
necessary to fund the plan’s required payments and operating expenses. These fixed rate investments earn
slightly higher rates of return, which are necessary to support the plan’s blended interest rate assumptions.
Their fair values are inversely sensitive to changes in interest rates.

Custodial Credit Risk-Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
System’s deposits may not be returned to it. Pursuant to the applicable provisions of Chapter 280, Florida
Statutes, The Florida Security for Public Deposits Act (“the Act™), the State of Florida, Department of
Financial Services, Division of Treasury, Bureau of Collateral Management have established specific
requirements relative to the security and collateralization for public deposits. Accordingly, banks qualifying
as a public depository in the State of Florida must adopt the necessary procedures outlined in these statutes

20



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 2009

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS® RETIREMENT SYSTEM

and meet all of the requirements in this chapter to be designated by the State Chief Financial Officer as
eligible to receive deposits from municipal depositors. Collateral having a market value equal to 50% of the
average daily balance for each month of all public deposits in excess of any applicable depository insurance is
required to be pledged or deposited with the State Chief Financial Officer to secure such deposits. Additional
collateral, up to a maximum of 125% may be required if deemed necessary under the conditions set forth in
the Act. Securities eligible to be pledged as collateral are generally limited to obligations of the United States
government and any state thereof and are held in the name of the State Chief Financial Officer’s office.
Compliance with the provisions of Chapter 280, Florida Statutes, is monitored by a Qualified Public
Depository Oversight Board with members appointed by the State Chief Financial Officer. At September 30,
2010 and 2009, The System had no deposits with Qualified Public Depositories.

Custodial Credit Risk— Investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the System will not be able to recover the vatue of its investments or collateral securities that are
in the possession of an outside party. As of September 30, 2010 and 2009, the System has custodial credit risk
exposure of $2,724,096 and $2,473,454, respectively, for investments, and $168,085 and $181,339,
respectively, for cash and cash equivalents held by the System’s trustees, all of which are uninsured,
unregistered and held by the System’s brokerage firms, who are also the counterparties for these particular
securities.

Concentrations of Credit Risk — Pursuant to the provisions of the System’s investment policy (Chapter 42,
Article I1I, Section 42-87(f}(2)(e)(3) of the City’s Code of Ordinances), the System is prohibited from
investing more than five percent of its assets in the common stock, capital stock, or convertible securities of
any one issuing company. At September 30, 2010 and 2009, the System had no investments in any one
organization that represented 5 percent or more of the System’s plan net assets.

NOTE 4 —PRIOR PERIOD ADJUSTMENT

During the year ended September 30, 2009, the City’s (employer) contribution to the System included an
excess overpayment in the amount of $29,694. Subsequent to the end of the fiscal year, it was determined by
the System’s actuaries that the excess amount contributed in 2009 could be used to offset and/or reduce the
employer’s future actuarially required contributions. Accordingly, the excess contribution of $29,694 for the
year ended September 30, 2009 was reclassified to recognize a reduction of the employer’s required
contributions in the amount of $29,694, and a corresponding increase in deferred (unearned) revenue in the
amount of $29,694 at year end. As a result, the following reported amounts were reclassified to reflect this
adjustment and change:

Before
Retroactive As

Change Restated
Employer contribUtions ... 3 77,928 48,234
Total CONtrIBUIONS. ...ovicviicies i eesrer e et s e s 261,886 232,192
Net increase (decrease) In Net 88518 vrcrrerircrerensrin e 119,917 90,223
Deferred revenue-unearned cORTIDULIONS ..ocvevveeveevreverienenreeeenns 0 29,694
Net assets held in trust for pension benefits .......ccccocvenrneceiennen. 2,682,532 2,652,838



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2010 and 20609

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS® RETIREMENT SYSTEM

NOTE 5 —-RISKS AND UNCERTAINTIES

The System invests in various investment securities, Investment securities are exposed to various risks such as
interest rate, market, and credit risks. Due to the leve] of risk associated with certain investment securities, it
is at least reasonably possible that changes in the values of investment securities will occur in the near term
and that such changes could materially affect the amounts reported in the statement of net assets available for
benefits.

Plan contributions are made and the actuarial present value of accumulated plan benefits are reported based on
certain assumptions pertaining to interest rates, inflation rates and employee demographics, all of which are
subject to change. Due to uncertainties inherent in the estimations and assumptions process, it is at least
reasonably possible that changes in these estimates and assumptions in the near term would be material to the
financial statements.

NOTE 6 — SUBSEQUENT EVENTS

In preparing these financial statements, the System has evaluated events and transactions for potential
recognition or disclosure through April 28,2011, the date the financial statements were available to be issued.
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REQUIRED SUPPLEMENTARY INFORMATION Schedule 1
September 30, 2010
CITY OF HOLLY HILL, FLORIDA
FIREFIGHTERS' RETIREMENT SYSTEM
SCHEDULE OF FUNDING PROGRESS
Unfunded
{Assels in
Actuarial Excess of)
Accrued Unfunded AAl.asa
Actuarial Liability (Assets in Percentage
Actuarial Value of (AAL) Excess of) Funded Covered of Covered
Valuation Assets Entry Age AAL Ratio Payroll Payroll
Date {(a) {b) (b-a) (a/b) (c) ((b - a)/c)
10/01/2010  § 3,114,518 3 4,340,101 §1,225,583 71.76%  $ 513,599 238.63%
10/01/2009  § 3,067,387 S 4317,679 $1,250,292 71.04% $ 630,037 198.45%
10/01/2008  $ 2,954,229 S 4,396,537 $1,442,308 67.19% $ 628,094 229.63%
10/01/2007  $ 2,811,291 S 4,449,389 $1,638,098 63.18% § 748437 218.87%
10/01/2006  $ 2,540,064 S 4,206,459 $1,666,395 60.38% § 765,112 217.80%
10/01/2005  § 2,312,599 $ 3,845,060 $1,532,461 60.14%  § 734,633 208.60%

SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Year Annual
Ended Required Employer State Percentage
September 30 Confribution ~ Contributions Contributions  Contributed
2010 $ 167,424 $ 105,163 § 62,261 100.00%
2009 $ 197,016 $ 47502 $ 149,514 100.00%
2008 § 223,749 $ 223,749 $ - 100.00%
2007 $ 225,601 $ 155,785 $ 123,907 123.98%
2006 . $ 135,419 $ 99,546 $ 35873 * - - 100.00%
2005 b 158,624 $ 122,751 $ 35873 * 100.00%

* "Frozen" per Chapter 175, Florida Statutes, as amended
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REQUIRED SUPPLEMENTARY INFORMATION — (Continued)
September 30, 2010

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS’ RETIREMENT SYSTEM

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
The information presented in the required supplementary schedules was determined as part of the actuarial
valuations at the dates indicated. Additional information as of the most recent available actuarial valuation is

as follows:

Contribution rates as of 09/30/2010:

Y e e re e crtcsesressresre e va e rarn e res s smn e e 16.9%
Plan Members ....ccovvverrerariernssnesimercsmecsercranneneens 8.0%
Actuarially determined contribution ........ooccocceecicies $105,163
Contributions made.......vcerveeerenrveriarenesseesienerceenes $105,163
Valtuation date ......covcvvievneesrinersarrenesraeesssmresnmeeenes October 1, 2008
Actuarial cost method ..o Entry Age Normal
Amortization method ... Level Percent of Pay, Closed
Remaining amortization perfod.........ooooioinnnnnn. 30 Years (as of 10/01/08)
Asset Valuation Method ..o 4 Year Smoothed Market
Actuarial assumptions:
Investment rate of return ..o 7.5%, net of investment expenses
Projected salary increases ., 6.0%
O includes inflation at .....occooevevieiir e, 3.0%

Post-retirement cost of living increases (COLA).. 0.0%

THREE YEAR TREND INFORMATION

Actuarially Percentage Net

Determined of ADC Pension
Fiscal Year Ending Contribution  Contributed _ Obligation
0973072010 i eeereeersrrnrre e e e s eseee s nennes $105,163 100%  $(67.,142)
009730/2009 ... iescire e rr e ee e sese s e nnennes $47,502 100%  §(77,034)
00730/2008 ....riiiriiiniieeeeeeeirsiri e e e e e s s e e e s ssnennes $223,749 109%  §(74,865)

This municipal Defined Benefit Plan has been subject to the minimum funding standards since the adoption of
the “Florida Protection of Public Employee Retirement Benefits Act” (part V1L, Chapter 112, Florida Statutes)
in 1980. Accordingly, the sponsor has funded the actuarially determined required contributions for all years
from October 1, 1987, through the transition date, October 1, 1997. Thus, the Net Pension Obligation on
October 1, 1997 was $-0-.

27



REQUIRED SUPPLEMENTARY INFORMATION — (Continued)
September 30, 2010

CITY OF HOLLY HILL, FLORIDA

FIREFIGHTERS® RETIREMENT SYSTEM

The development of the Net Pension Obligation (NPO) in the Fire Plan is as follows:

9/30/2008  9/30/2009  9/30/2010
Actuarially determined contribution.........cooceeueenn. $ 223,746 47,502 105,163
Interest oL NPO ...t {5,457) (5,615) (5,778)
ADJUSIINENE e eree e s e 3.349 3.446 15,670
Annual Pension Cost. . e 221,641 45,333 115,055
Contributions made........cccooeeeviiierieeccne s 223,749 47.502 105.163
Increase i NPO ..o (2,108) (2,169) 5,892
NPO - beginning of VEar.......cccevvececrveiiresieeieneeas (72.757) {74.865) (77.034)
NPO - end of year.....oovevveeireieccecceevcntenrieceenns $ (74.865) {(77.034) {67.142)
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

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

To the Board of Trustees
City of Holly Hill, Florida
Firefighters® Retirement System

We have audited the financial statements of City of Holly Hill, Florida, Firefighters’ Retirement System as
of and for the year ended September 30, 2010, and have issued our report thereon dated April 28, 2011. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Holly Hill, Florida, Firefighters’ Retirement
System’s internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of City of Holly Hill, Florida, Firefighters’ Retirement System’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of City of Holly Hill,
Florida, Firefighters® Retirement System’s internal control over financial reporting.

A control deficiency 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 significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects City of Holly Hill, Florida, Firefighters® Retirement System’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting principles
such that there is more than a remote likelihood that a misstatement of City of Holly Hill, Florida,
Firefighters’ Retirement System’s financial statements that is more than inconsequential will not be prevented
or detected by City of Holly Hill, Florida, Firefighters” Retirement System’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by City of Holly Hill, Florida, Firefighters® Retirement System’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.
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To the Board of Trustees

City of Holly Hill, Florida
Firefighters’ Retirement System
Page 2'

Compliance and Other Matters

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

This report is intended solely for the information and use of management, Board of Trustees, Plan Members,
and other governmental agencies and is not intended to be and shouid not be used by anyone other than these
specified parties.

Breit Millidor $ Co., O

April 28, 2011
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