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ORGANIZATION CHART
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CITY OF HOLLY HILL, FLORIDA

CERTIFICATE OF ACHIEVEMENT AWARDED
For the Year Ended September 30, 2004

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 of Holly Hill, Florida, for its
comprehensive annual financial report for the fiscal year ended September
30, 2004.

In order to be awarded a Certificate of Achievement, a governmental unit
must publish an easily readable and efficiently organized comprehensive
annual financial report, whose contents conform to program standards.
Such reports must satisfy both generally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We
believe our current report continues to conform to Certificate of
Achievement Program requirements, and we are submitting it to the GFOA
to determine its eligibility for another certificate.
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CERTIFICATE OF ACHIEVEMENT
For the Year Ended September 30, 2004
CITY OF HOLLY HILL, FLORIDA

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to
City of Holly Hill,
Florida

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
September 30, 2004

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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June 13, 2006

Honorable Mayor Roland Via, and
Members of the City Commission
City of Holly Hill, Florida

The comprehensive annual financial report of the City of Holly Hill, Florida for the fiscal
year ended September 30, 2005 is hereby submitted pursuant to the City Charter, Florida
Statutes, and Chapters 10.500 and 11.45, 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 is accurate in all material respects and is reported in a manner
designed to present fairly the financial position and results of operation 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 four sections: introductory,
financial, statistical, and compliance. The introductory section includes this transmittal letter,
the City's organizational chart and a list of principal officials. The financial section includes
the independent auditors’ report, management’s discussion and analysis, the basic financial
statements, required supplementary information, the combining and individual fund financial
statements and schedules and other supplementary information. The statistical section
includes selected financial and demographic information, generally presented on a multi-year
basis.

Management’s discussion and analysis, (MD&A), which immediately follows our
independent auditors’ report on the City’s basic financial statements, provides a narrative
introduction, overview, and analysis of the information and data contained in the basic
financial statements. This year’s MD&A includes comparative information on both the
current and the immediately prior fiscal year’s operations, which is helpful in reviewing the
City’s financial trends experienced over the past two years. MD&A complements this letter
of transmittal and should be read in conjunction with it.

The City is required to make the determination whether the audit of the City’s participation in
federal awards and state financial assistance projects will be conducted as a single audit in
conformity with the provisions of U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and Chapter 10.550,
Rules of the Auditor General.

vii



Honorable Mayor Roland Via, and
Members of the City Commission

City of Holly Hill, Florida

June 13, 2006

Based on the level of expenditures directly related to federal award programs and state financial
assistance projects, the City was required to have its September 30, 2005 fiscal year end audit conducted
as a single audit for federal program purposes only.

Accordingly, there are supplementary reports and a schedule of expenditures of federal awards relative to
a single audit presented in the last section of this report. Based on the level of expenditures directly
related to state financial assistance, the City was not required to have its September 30, 2005 fiscal year
end audit conducted as a Florida single audit.

This report includes all funds of the City. The City provides a full range of municipal services
contemplated by statute or character. They include law enforcement and fire protection, development
services, sanitation and solid waste control, stormwater management services, road and street facilities,
employment opportunity, industry development, health services, parks and recreation facilities,
community redevelopment, and general administrative services. This report also includes the Community
Redevelopment Authority. Since its governing body is the same as the City’s, and a separate legal entity
was not formed with its creation, their financial statements are included in the City’s basic financial
statements as a separate special revenue fund in a blended presentation.

ECONOMIC CONDITION AND OUTLOOK

The City is located on the eastern end of the Interstate-4 (1-4) corridor, the economic zone of Central
Florida that roughly follows 1-4 from Tampa through Orlando to the communities along the Atlantic coast
in Volusia County.

Growth along the 1-4 corridor has been exceptional and is expected to continue. Growth in the City
remained stable during the past year. However, plans were submitted and construction began in late 2005
on two 25-story condominium towers, each with 243 housing units, on the intracoastal Halifax River.
Construction of these first two towers is expected to be complete in mid-2007. Two additional towers
planned for this project are expected to be completed in 2010.

The opportunity for additional growth still exists in an already dynamic business and industrial
community. The City is actively encouraging new and expanded business development in core
commercial areas and promoting the upgrading of older residential areas by providing assistance
whenever possible.  Property valuations increased significantly during the past year by 15.11%. The
community currently has a 3.4% unemployment rate as compared to the statewide rate of 3.7%.

Growth trends and their challenge to government are expected to continue. Maintaining service delivery

to the residential and business community continues to require fresh approaches and examination of
established practices to obtain and manage resources to meet those challenges.

viii



Honorable Mayor Roland Via, and
Members of the City Commission

City of Holly Hill, Florida

June 13, 2006

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. Recreation Facilities — Hollyland Park contains 14.8 acres with facilities for both active and
passive recreation activities. Work was begun during the year to upgrade the bleachers at the five
lighted ball fields, replace an existing combination restroom/concession facility with a new
facility in a new location, and to construct and pave a road to provide ingress and egress on 10"
Street. Additional covered picnic facilities and benches, shade/protective covers above bleachers
and the playground are also planned. The upgrading of the park is expected to be completed in
March 2006. Volusia County approved grant funds toward this project through the Volusia
ECHO taxing authority.

In addition, the Community Development Block Grant provided funding for the Sica Hall
Community Center exterior improvements that included new roofing, painting and landscaping.
Sica Hall provides space for recreation activities, meetings, weddings, and other community or
family events.

2. Community Redevelopment — In April, the City Commission/Community Redevelopment Agency
issued a $6.3 million bond to acquire, construct and equip certain capital improvements described
in the Redevelopment Plan including a public parking facility, stormwater facilities, relocation of
utility lines, landscaping, and decorative and functional amenities along the Ridgewood Avenue
corridor. In addition, the bond includes the funding of grants to property owners within the
Redevelopment Area to assist in the financing of the costs of landscaping improvements, facade
improvements, and demolition of existing buildings.

3. Water and Sewer - In late 2002, the City Commission awarded contracts to begin a four-year
program to replace water meters throughout the city with electronic meters that provide greater
accuracy in meter readings. To date, about 66% or 4,000 water meters have been replaced. This
program is expected to increase revenues due to greater meter reading accuracy and to reduce
personnel costs.

4. Public Works — Hurricane recovery after the August and September 2004 hurricanes was the
primary focus for the Public Works Department in late 2004 and 2005. Debris removal with the
assistance of contractors and temporary workers was substantially completed by February.
Repairs to city facilities including roofs, awnings, docks, park facilities, water and sewer
facilities, and landscaping continued throughout the year. The seawall and dock along Sunrise
Park and the Halifax River were badly damaged by the hurricanes. The City launched a project to
not only repair the damage there but to improve the parks and the access to the river from the
south side by dredging the area further to restore it to its original configuration. Three grants, the
Volusia County Ponce DelLeon Port Authority, the Florida Inland Navigation District, and the
Florida Recreation Development Assistance Program have been obtained to assist with this
improvement project.



Honorable Mayor Roland Via, and
Members of the City Commission

City of Holly Hill, Florida

June 13, 2006

FINANCIAL INFORMATION

Management of the City is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the government are protected from loss, theft or misuse and to ensure
that adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived,;
and (2) the valuation of costs and benefits requires estimates and judgments by management.

Budgeting Controls In addition, the City maintains budgetary controls. The objective of these budgetary
controls is to ensure compliance with legal provisions embodied in the annual appropriated budget
approved by the City Commission. Activities of all the governmental and proprietary funds are included
in the annual appropriated budget. The level of budgetary control (that is, the level at which expenditures
cannot legally exceed the appropriated amount) is established by department or division within an
individual fund. The City also maintains an encumbrance accounting system as one technique of
accomplishing budgetary control. Any unencumbered balance of appropriations shall revert to the
General Fund and be subject to future appropriations. Open encumbrances are reported as reservations of
fund balance at year end. Budgetary control is maintained by a constant review of revenues and
expenditures by the City Manager and Finance Director. This budgetary control is communicated to the
department heads.

Cash Management The City maintains pooled cash and investment accounts for all cash and investments
under its control. Cash temporarily idle during the year was invested in demand deposit and time deposit
accounts and U.S. Treasury securities ranging from 12 to 24 months to maturity. The City’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 in accordance
with state statutes. All collateral on deposits was held either by the City, its agent or a financial
institution’s trust department in the City’s name. At September 30, 2005, unrestricted cash was invested
primarily in interest bearing demand deposits, with the State Board of Administration, and in U.S.
Treasury obligations.

Risk Management The City contracts for all known risk elements through the purchase of insurance from
outside insurance companies. In addition, various risk control techniques are in place to minimize
accident related losses. These include the establishment of safety rules and procedures, accident
prevention training, and the ongoing efforts of the safety committee, which is charged with (1) reviewing
accident reports to identify and verify their causes; (2) recommending corrective actions; (3) reviewing
employee safety suggestions; (4) hearing and investigating employee complaints; (5) investigating
hazardous conditions, material or equipment; and (6) recommending awards or penalties. All insurance
coverage is held by commercial carriers and no settlements in excess of claims have been incurred during
the past three fiscal years.

Debt Administration At September 30, 2005, the City had several debt obligations outstanding. This
debt was comprised of $12,515,000 in outstanding Water and Sewer System Refunding Revenue Bonds,
Series 2002 (rated AAA by Moody’s Investor Services, AAA by Standard and Poor’s Corporation and
insured by MBIA Insurance Corporation) and $13,921,345 in installment note obligations. During the
year, the City made loan draws of $252,694 through participation in the Florida Department of




Honorable Mayor Roland Via, and
Members of the City Commission

City of Holly Hill, Florida

June 13, 2006

Environmental Protection, State Revolving Fund Loan Program. The proceeds were used to fund the
costs related to various stormwater drainage improvement projects.

OTHER INFORMATION

Independent Audit The City Charter and State Statutes require an annual audit by independent certified
public accountants. The accounting firm of Brent Millikan & Company, P.A., was selected by the City
Commission to serve in this capacity. Their auditors' report on the basic financial statements is included
in the financial section of this report. Their reports on compliance and other matters are contained in the
Compliance section at the end of the comprehensive annual financial report.

Awards The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the government for its comprehensive annual financial report for
the fiscal year ended September 30, 2004. The Certificate of Achievement is a prestigious national
award recognizing conformance with the highest standards for preparation of state and local government
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 28 consecutive years. We believe our current report continues to meet the
Certificate of Achievement Program's requirements and we are submitting it to the GFOA to determine its
eligibility for another certificate.

In addition, the City received the GFOA’s Award for Distinguished Budget Presentation for its annual
budget for the fiscal year beginning October 1, 2004. This is the seventeenth 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.

Respectfully submitted,

MW

Brenda Gubernator
Director of Finance
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FINANCIAL SECTION

THIS SECTION IS COMPOSED OF THE FOLLOWING FIVE PARTS:

INDEPENDENT AUDITORS" REPORT
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor Roland Via,
City Commission and City Manager
City of Holly Hill, Florida

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Holly Hill, Florida, as
of and for the year ended September 30, 2005, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of City of Holly
Hill, Florida’s management. Our responsibility is to express opinions on these financial statements based on
our audit. We did not audit the financial statements of the Police Officers’ Retirement Trust Fund, which
reflect $5,137,956 of the assets and net assets held in trust for pension benefits at September 30, 2005, and
$683,910 of contributions and investment earnings for the year then ended. Those financial statements were
audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates
to the amounts included for Police Officers’ Retirement Trust Fund, is based on the report of the other
auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit 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 audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Holly Hill, Florida, as of September 30, 2005 and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 13, 2006, on
our consideration of 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 grant agreements and other matters.

205 MAGNOLIA ST. ¢ NEW SMYRNA BEACH, FL 32168-7125 e (3806) 427111333 « DAYTONA (386) 248-0240 « FAX (3806) 427-5823 o www.bmcpa.com
MEMBER: American Institute of Certified Public Accountants and AICPA Private Companies Practice Section



The Honorable Mayor Roland Via,

City Commission, and City Manager
City of Holly Hill, Florida
Page 2 of 2

The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in conjunction with this report in considering the
results of our audit.

The management’s discussion and analysis and the required supplementary information, as listed in the table
of contents, 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 principally 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Holly Hill, Florida’s basic financial statements. The combining and individual nonmajor
fund financial statements and other supplementary information listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by United States Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements of
City of Holly Hill, Florida. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

The introductory section and statistical tables listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. These sections have not been
subjected to the auditing procedures applied in our audit of the basic financial statements and, accordingly, we
express no opinion on them.

Breit Millido ¢ bo., Cho

June 13, 2006
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As financial management of the City of Holly Hill, Florida, (hereinafter referred to as the “City”), we offer the
readers of these basic financial statements this narrative overview and analysis of the City’s financial activities
for the fiscal year ended September 30, 2005. This discussion and analysis is designed to assist the reader in
focusing on the significant financial issues and activities and to identify any significant changes in financial
position. We encourage readers to consider the information presented here in conjunction with our letter of
transmittal found in the preceding introductory section, and the City’s financial statements, which follow this
information. The City presents prior year comparative financial information when applicable and meaningful.

Financial Highlights

The City’s financial position is strengthening as a result of the current year’s operations. Overall
combined assets of the City totaled $52.8 million at the close of the 2005 fiscal year compared to
$46.0 million last year. Total assets exceeded liabilities by approximately $24.8 million (combined
net assets) compared with $23.5 million one year earlier. The unrestricted component of the City’s
combined net assets totaled $4.1 million at year end. This represents the unrestricted amount
available to be used to meet the City’s ongoing obligations to its citizens and creditors.

Net assets of the City’s governmental activities totaled $15.1 million, an increase of approximately
$876,000 over last year’s $14.3 million, or 6.1%. At the same time, net assets of its business-type
activities totaled $9.7 million, an increase of approximately $462,000 over last year’s $9.2 million, or
5.0%.

During 2005, the City incurred expenses that were $81,032 less than the $6.1 million generated in
taxes and other revenues for providing its various governmental program activities and programs
(excluding interfund transfers of $795,000). This compares favorably with excess expense of
approximately $440,500 incurred in the prior year, and net revenues of approximately $7.0 million.

The City’s business-type activities produced net operating revenues of $1.1 million for 2005 based on
consumptive water/sewer/solid waste utility sales of $5.9 million. Approximately $466,000 of
additional expense was incurred in 2005 as a result of hurricane related damages incurred near the
end of the 2004 fiscal year. It is anticipated that approximately 95% of these expenses will be
recovered with FEMA disaster funds assistance. The operating margins in these funds continue to be
capable of providing direct financial support to the City’s governmental funds. Operating transfers in
2005 totaled $795,000, compared to $710,000 last year.

The total costs incurred by the City in providing its various programs remained relatively stable in
2005 and 2004, after eliminating the one-time charges for disaster related expenses incurred as a
result of hurricane related damages and cleanup costs. Operating expenses totaled $7.6 million and
$5.4 million for the City’s governmental activities and business-type activities, respectively.

Unreserved fund equity in the General Fund decreased by approximately $154,000 at the end of
2005. This decrease was anticipated with the appropriation of prior years’ surplus funds.

Resources earned and available for appropriation in the current year were slightly higher (3.8%) than
the amounts anticipated in the General Fund’s operating budget. However, General Fund
expenditures were well within the City’s spending limits and fell 8.6% below its revised
appropriations for the year.



Overview of the Financial Statements

The City’s financial statements are comprised of three parts: 1) management’s discussion and analysis, 2) the
basic financial statements (including government-wide financial statements, fund financial statements, and
notes to the financial statements), and 3) required supplementary information, including budgetary
comparisons and other selected financial and fiduciary fund data.

Management’s Discussion and Analysis (MD&A) is intended to serve as an introduction to the basic financial
statements and required supplementary information. The MD&A represents management’s examination and
analysis of the City’s financial condition and financial performance as a whole. Summary financial statement
data, key financial and operational indicators used in the strategic plan, budget, and other management tools
were used for this analysis.

The basic financial statements include two kinds of statements that present different views of the City. The
first two statements consist of entity-wide financial statements that provide both the short- and long-term
financial information about the City’s overall financial status, including its governmental activities and its
business-type activities. These statements report information about the City using full accrual accounting
methods and economic resources focus as utilized by similar business activities in the private sector.
Information concerning all of the City’s assets and liabilities, both financial and capital, and short-term and
long-term debt are included. Likewise, all revenues and expenses received during the year, regardless of
when cash is received or paid are reported. However, rate-regulated accounting principles applicable to
private sector utilities are not used by governmental utilities. The remaining statements are fund financial
statements that focus on individual parts of the City government, reporting the City’s operations in more detail
than the government-wide financial statements. The governmental fund statements tell how general
government services like public safety were financed in the short-term as well as what remains for future
spending. Proprietary fund statements offer short- and long-term financial information about the activities the
government operates like businesses, such as the City’s water and sewer utility and solid waste collection
system. Fiduciary fund statements provide information about the financial relationships in which the City
acts solely as a trustee or agent for the benefit of others (like the retirement plans for the City’s employees), to
whom the resources in question belong.

Government-Wide Financial Statements

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 basic financial statements of the City include a
statement of net assets and a statement of activities, which are described as follows:

o A statement of net assets presents information on all of the City’s assets and liabilities at the end of its
fiscal year, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the City’s financial position is
improving or deteriorating. Net assets increase when revenues exceed expenses. Increases to assets
without a corresponding increase to liabilities results in increased net assets, which indicates an
improved financial condition.

o The statement of activities presents the results of business operations over the course of the fiscal
year and information as to how the City’s net assets changed during the year. All changes in net
assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., delinquent taxes and earned but
unused personal leave).



Both of 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 services, public safety (police,
fire and building inspection), highways and streets, stormwater management, economic development, and
recreation and leisure services. The business-type activities of the City include its water and sewer utility and
solid waste utility operations.

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant funds - not
the City as a whole. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be divided
into three categories: governmental funds, proprietary funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
These funds are reported using the modified accrual accounting method, which measures cash and all other
financial assets that can be readily converted into cash. Such information is useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities. These reconciliations can be found on pages 18 and 21.

The City maintains twelve 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 Community Redevelopment Trust (special revenue) Fund,
and the Stormwater Drainage (special revenue) Fund, all of which are considered to be major funds. Data
from the nine other governmental funds are combined into a single, aggregated presentation and include the
remainder of the City’s special revenue, capital projects and debt service funds. Individual fund data for each
of these nonmajor governmental funds is provided in the form of combining statements elsewhere in this
report.

The City adopts an annual appropriations budget for each of its governmental funds in accordance with state
statutes. Budgetary comparison statements have been provided for each fund to demonstrate compliance with
these budgets.

The basic governmental fund financial statements can be found on pages 16 to 21 of this report.

Proprietary funds. The City maintains only one of two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide financial
statements. Enterprise funds are used to account for the fiscal activities of the City’s municipal water and
sewer utility fund and solid waste utility fund operations. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the City’s various departments and cost functions. The
City does not presently use any internal service funds.
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Proprietary fund financial statements, like the government-wide statements, provide both long- and short-term
financial information. The proprietary fund financial statements provide separate financial information for the
water and sewer utility and solid waste utility operations, both of which are considered to be major funds of
the City. The basic proprietary fund financial statements can be found on pages 22 to 25 of this report.

Fiduciary funds. The City is the trustee, or fiduciary, for its employees’ pension plans. Fiduciary funds are
used to account for resources held for the benefit of parties outside the government and are separately
reported in the statements of fiduciary net assets and changes in fiduciary net assets. Fiduciary funds are not
reflected in the government-wide financial statement because the resources of those funds are not available to
support the City’s own programs. Rather, the City is responsible for ensuring that the assets reported in these
funds are used for their intended purposes.

The basic fiduciary fund financial statements can be found on pages 26 to 27 of this report. Combining
statements for these funds are found in Exhibits 15 and 16.

Notes to the Financial Statements. The financial statements also include notes which provide required
disclosures and other information that are essential to a full understanding of material data provided in the
statements. The notes present information about the City’s significant accounting policies, account balances
and activities, material risks, obligations, commitments, contingencies and subsequent events, if any. The
notes to the financial statements can be found on pages 28 to 52 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s progress in funding its obligation
to provide certain pension benefits to its employees and information that further explains and supports the
information in the financial statements. This section also contains budgetary comparisons for the City’s
governmental fund activities. Required supplementary information can be found on pages 53 to 60 of this
report.

Government-Wide Financial Analysis of the City as a Whole

Net Assets. As noted previously, net assets may serve over time as a useful indicator of a government’s
financial position. This year, the City’s combined net assets increased from $23,505,768 at the end of 2004 to
$24,843,894 at the end of 2005. Looking at the net assets of the City’s governmental and business-type
activities separately, we can see that the City experienced moderate growth in the net assets of its government
activities (6.1%) and in its business-type activities (5.0%).

Net assets of the City’s governmental activities increased by $876,032 for the year and totaled $15,136,806 at
the end of the fiscal year. Of this amount, approximately 92% is either restricted as to the purposes they can
be used for or is invested in capital assets (land, buildings and equipment). Consequently, unrestricted net
assets, the part of net assets that can be used to finance day-to-day operations without constraints established
by debt covenants, enabling legislation, or other legal requirements, totaled $1,174,051 at the end of 2005.

Net assets of the City’s business-type activities increased by $462,094 for the year and totaled $9,707,088 at
the end of the fiscal year. Approximately 46% of its total net assets ($4,469,861) reflects its net investment in
capital assets, less that portion of related debt used to acquire those assets that is still outstanding. These
capital assets are used to provide water and sewer utility services and solid waste utility services to our
customers; consequently, these assets are not available for future spending. Although the City’s investment in
capital assets is reported net of related debt, it should be noted that under normal circumstances the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities. Long-term debt obligations associated with this capitalization totaled
$13,389,622 at the end of 2005. The following is a comparative summary of net assets at year end:



Net Assets
September 30, 2005 and 2004

Governmental Activities Business-type Activities Total
2005 2004 2005 2004 2005 2004
Assets:
Current and other assets........ $ 11,120,422 4,698,817 6,783,527 7,011,900 17,903,949 11,710,717
Capital assets, net................. 17,263,093 16,754532 17,663,419 17,578,757 34,926,512 34,333,289
Total assets.........cocuene.. 28,383,515 21,453,349 24,446,946 24,590,657 52,830,461 46,044,006
Liabilities:
Long-term debt outstanding.. 12,590,106 6,381,696 13,525,989 14,008,466 26,116,095 20,390,162
Other liabilities ............o....... 656,603 810,879 1,213,869 1,337,197 1,870,472 2,148,076
Total liabilities.............. 13,246,709 7,192,575 14,739,858 15,345,663 27,986,567 22,538,238
Net Assets:
Invested in capital assets,
net of related debt .............. 5,352,066 11,024,444 4,469,861 3,924,901 9,821,927 14,949,345
Restricted.........ccoceevevviiirennns 8,610,689 1,459,262 2,337,539 2,190,356 10,948,228 3,649,618
unrestricted .........cccoeveveennne 1,174,051 1,777,068 2,899,688 3,129,737 4,073,739 4,906,805
Total net assets.............. $ 15,136,806 14,260,774 9,707,088 9,244,994 24,843,894 23,505,768

At the end of the current and prior fiscal years, the City reports positive balances in all three categories of net
assets, both for the government as a whole, and for its separate governmental and business-type activities.

Changes in Net Assets. While the statement of net assets shows a snapshot of the City’s financial position at
the end of the fiscal year, the statement of changes in net assets provides answers as to the nature and source
of those changes. During 2005, the City’s combined net assets increased $1.3 million while the City’s
revenues increased approximately $2.3 million. Overall, approximately 12% of the City’s total revenues
come from property taxes, while almost 34% of every dollar raised comes from some type of tax collected by
the City. Another 49% comes from fees charged for services, while the remaining 17% is a combination of
state and federal financial assistance, operating and capital grants and donations, interest and other earnings.
The following is a comparative summary of changes in net assets for the year ended September 30, 2005:

Changes in Net Assets
For the Fiscal Years Ended September 30, 2005 and 2004

Governmental Activities Business-type Activities Total
2005 2004 2005 2004 2005 2004
Revenues:

Program revenues:
Charges for services.......... $ 1,179,842 1,015,394 5,992,920 5,616,915 7,172,762 6,632,309
Operating grants/other ...... 47,815 58,959 465,949 1,479,833 513,764 1,538,792
Capital grants/other........... 336,710 536,974 98,700 118,956 435,410 655,930

General revenues:
Property taxes 1,786,769 1,593,074 - - 1,786,769 1,593,074
Other taxes 3,101,236 2,891,221 - - 3,101,236 2,891,221
Intergovernmental............. 949,055 768,078 - - 949,055 768,078
Other revenues.................. 296,612 102,981 133,501 70,093 430,113 173,074
Total revenues 7,698,039 6,966,681 6,691,070 7,285,797 14,389,109 14,252,478

Expenses:

General government................ 1,537,736 1,426,332 - - 1,537,736 1,426,332
Public safety .......cccccovevrenenne 3,556,976 3,270,335 - - 3,656,976 3,270,335
Transportation...........cc.cceeueeee. 537,269 886,017 - - 537,269 886,017
Economic environment........... 420,463 334,097 - - 420,463 334,097
Physical environment.............. 226,225 457,326 - - 226,225 457,326
Culture/recreation ................... 1,193,577 909,289 - - 1,193,577 909,289
Interest on long-term debt....... 144,761 123,804 - - 144,761 123,804
Water and sewer utilities......... - - 3,842,182 3,569,542 3,842,182 3,569,542
Solid waste utilities - - 1,591,794 2,735,571 1,591,794 2,735,571
Total expenses ..... 7,617,007 7,407,200 5,433,796 6,305,113 13,050,983 13,712,313
Transfers in (Out) ......ccccovveee. 795,000 710,000 (795,000) (710,000) - -
Increase in net assets......... $ 876,032 269,481 462,094 270,684 1,338,126 540,165




Governmental Activities

Revenues for the City’s governmental activities experienced strong growth during 2005. Overall, the City’s
governmental revenues totaled $7,698,039, which represents an increase of $731,358, or 10.4% over last
year’s reported governmental revenues totaling $6,966,681. This increase was primarily attributable to
moderately stable increases in virtually all revenue sources, with some exceptions. Recently, the City placed
more emphasis on identifying the variable costs of providing various municipal services in an effort to
explore its ability to assess charges for services in these user areas. In 2005, the City experienced an overall
16.1% increase in its charges for services, which totaled $1,179,842, compared to $1,015,394 the prior year.
While revenue growth experienced for the year was approximately 10.4% overall, revenues earned from the
assessment of ad valorem taxes increased approximately 12.1% or $193,695. Ad valorem taxes totaling
$1,786,769 were collected in 2005 compared with $1,593,074 in the prior year. The ad valorem millage rate
for operating purposes was reduced in 2003 for the third consecutive year to 4.08002 mills; approximately 9%
lower than the prior year’s millage rate (4.5 mills) and more than 25% lower than the millage rate in place a
decade ago (5.4695 mills). The following is a summary of the City’s governmental revenues by source:

Revenues by Source — Governmental Activities
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An individual comparison of the City’s functional program revenues and costs of providing program services
to its citizens is useful in identifying the programs, and the extent of which each are dependent on taxes and
other non-exchange revenues to subsidize their program operations. They are listed in the following graph:
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Expenses for the City’s governmental activities grew at the same increased pace in matching revenue growth
for the period. Combined governmental activities expenses totaled $7,617,007, which represents an increase
of $209,807 or 2.8% over last year’s expenses of $7,407,200. Expense increases were recognized in all of the
City’s departmental areas during 2005 except for transportation and physical environment. Over the last
several years, a trend has emerged with respect to a widening gap between property taxes, which are often
thought of as paying for core governmental services such as police and fire, and the actual costs of those
public safety expenses. At year end, this gap was over $2.0 million, compared to $1.8 million in the prior
year.

Expenditures by Function - Governmental Activities
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Business-type Activities

Business-type activities produced an increase in the City’s net assets of $462,094 in 2005, compared to
$270,684 during 2004. Overall, net assets from the City’s business-type activities ($9,707,088) account for
only 39.0% of the City’s combined total net assets at September 30, 2005. The major sources of operating
revenues for the City’s business-type activities include charges for services for water and sewer utilities and
solid waste utilities. Combined operating revenues from these two activities remained relatively stable in
2005 and totaled $5,992,920 compared to $5,616,915 in the prior year. Water and sewer utility revenues
increased $222,967 over last year’s revenue, while charges for solid waste removal increased by $153,038.
Investment earnings increased from $77,712 in 2004 to $137,691 in 2005 as a result of increased interest rates
experienced on a national level. Capital contributions received in the water and sewer utility fund decreased
to $98,700 in 2005, compared to $118,956 in the prior year. As a cost control measure, the City has
continued to contract its solid waste operations with an outside contractor since 1999.

A comparison of the City’s functional program revenues and costs of providing business-type services to its
customers is useful in identifying the capabilities of producing revenues sufficient to operate their programs.

Operating Expenses and Program Revenues - Business-type Activities
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Operating expenses of the business-type activities decreased in 2005 to $4,811,198, compared to $5,670,043
in 2004. Included within these costs are approximately $466,000 of debris removal expenses associated with
three hurricanes experienced in August and September, 2004. Approximately 95% of these costs have been,
or will be, recovered with FEMA Disaster Recovery assistance in the subsequent fiscal year. After removing
this component, the remaining increase in expenses, while nominal, closely paralleled inflation and growth in
the demand for services.

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, unreserved 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 the City completed the current fiscal year its governmental funds reported a combined fund balance of
$10,361,284, which was up $6,557,142, or 72.3%, above the $3,804,142 reported last year. Approximately
91.6% of this amount ($9,499,765) constitutes unreserved fund balance, which is available for spending at the
government’s discretion. The remainder of fund balance is reserved to indicate that it is not available for new
spending because it has already been committed 1) to liquidate contracts and purchase orders of the prior
period ($410,431), 2) to pay debt service ($405,081), and 3) to finance specialized law enforcement
investigations ($46,007).

The general fund is the chief operating fund of the City. As of September 30, 2005, the unreserved fund
balance in the general fund totaled $1,592,141, while total fund balance declined from $2,080,493 in 2004 to
$1,723,553 in 2005. As a measure of the general fund’s liquidity, it may be useful to compare both
unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund balance
represents approximately 22.8% of total general fund expenditures ($6,959,866), while total fund balance
represents 24.7% of that same amount. City officials have established a target threshold of 25% in unreserved
funds compared to General Fund expenditures. The current unreserved balance falls slightly below that
target.

Fund balance in the general fund decreased by $356,940 during the current fiscal year. The significant
portion of this decrease was planned at the onset of the current fiscal year at which time $1,244,600 in prior
year surplus funds were appropriated to finance these expenditures. Fund balance in the Stormwater Drainage
Fund increased $383,311 in 2005 as a result of the receipt of debt proceeds required to finance stormwater
utility system capital improvements. Fund balance in the Community Redevelopment Agency Capital
Projects fund increased $6,322,750 from receiving debt proceeds to finance expansion of the City’s
stormwater management and collection facilities. All other funds remained stable for the year.

Proprietary Funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets in the Water and Sewer Fund at the end of the current fiscal year amounted to
$1,853,816, compared to $2,281,777 one year earlier. This year’s decrease of $427,961 was composed of a
transfer to the General Fund of $426,700.

Unrestricted net assets in the Solid Waste Fund totaled $1,045,872 at the end of 2005, compared to $847,960

at the end of the prior fiscal year. Netincome for the year totaled $193,846, which is reported net of transfers
in the amount of $368,300.
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General Fund Budgetary Highlights

Over the year, the City Commission revised the General Fund operating budget to reflect known changes in
its operating activities and spending needs. Differences between the original enacted budget and the final
amended budget were not significant.

The City’s overall revenue projections were increased by $296,100, which represents a 5.3% increase in
anticipated funding. Expenditure appropriations decreased by $9,900 near the end of the fiscal year in an
effort to achieve the current year’s operating results. These appropriations were funded by a corresponding
increase in the appropriation of prior years’ surplus funds to an amount not to exceed $1,244,600 for the year.

Actual earned revenues were $223,527 more than the amounts anticipated to be received during the year,
while actual expenditures incurred were $650,734 less than anticipated for the year. Virtually all of the City’s
departments contributed to a cutback in spending to achieve the current year’s operating results.

Capital Assets and Debt Administration

Capital Assets. At September 30, 2005 and 2004, the City’s investment in capital assets for its governmental
and business type activities totaled $34,926,512 and $34,333,289, respectively. These amounts are stated net
of accumulated depreciation of $21,445,101 and $19,926,522 for 2005 and 2004, respectfully.  This
investment in capital assets, net of depreciation, for all activities is reflected in the following schedule.

Capital Assets
September 30, 2005 and 2004

Governmental Activities Business-type Activities Total
2005 2004 2005 2004 2005 2004

Land......ccooceveviienieie e $ 1,950,539 1,950,539 154,739 154,739 2,105,278 2,105,278
Construction work in progress .. 4,987,366 4,777,357 158,251 238,822 5,145,617 5,016,179
Buildings........ccooeovvrvinicinne, 3,578,101 3,441,420 5,943,292 6,164,875 9,521,393 9,606,295
Improvements other

than buildings..........c.cccveenne 1,477,584 1,335,552 8,061,297 7,860,538 9,538,881 9,196,090
Machinery and equipment ........ 1,155,668 1,257,808 3,345,840 3,159,783 4,501,508 4,417,591
Infrastructure..........cccocooevveenns 4,113,835 3,991,856 - - 4,113,835 3,991,856

Net total .......cccooveiirviiniene $_17,263,093 _16,754,532 _17,663,419 17,578,757 34,926,512 34,333,289

Additional information on the City’s capital assets can be found in Note 8 to the financial statements.

Long-term Debt. At year end, the City had $26,436,345 in bonds, notes and other long-term obligations
outstanding, all of which are secured solely by specified revenue sources. More detailed information about
the City’s long-term debt is presented in Note 9 to the financial statements.

The City has an outstanding revenue bond obligation in the amount of $12,515,000 at year end. The proceeds
of these bonds were used to finance improvements to the City’s water and sewer utility system and to refund
previously issued bonds outstanding. These bonds are payable from revenues generated from the water and
sewer system and are payable serially through 2022.

The City has two outstanding revenue note obligations totaling $6,728,886 at year end. The proceeds from
these obligations were used to finance the expansion of the City’s primary stormwater management and
collection facilities and to construct improvements to the City gymnasium and City Hall. These notes are
payable from all of the City’s general revenues with the exception of its ad valorem tax revenue, and by a
pledge on the City’s utility service tax revenues, and are due in varying amounts through 2026.
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The City has two low-interest rate revenue note obligations payable to the State of Florida, Department of
Environmental Protection State Revolving Fund Loan Program totaling $7,192,459, in aggregate, at year end.
The proceeds of the first FDEP loan (issued in 1998) were used to finance the construction of wastewater
infiltration and inflow correction facilities. The second FDEP loan is currently being used to finance
construction of needed stormwater drainage improvements. These notes are secured by the City’s water and
sewer utility and stormwater utility revenues, respectively, and are payable in varying amounts through 2023.

Economic Factors and Next Year’s Budgets and Rates

Many factors are considered each year by the City Commission in its efforts to establish an operating budget,
to evaluate its personnel needs, and to develop uniform user fees that are reasonable, and more importantly,
capable of cost recovery. Some of the major factors considered in this process are the local economy, civilian
labor force, unemployment rates, and inflation rates.

Many factors are considered each year by the City Commission in its efforts to establish an operating budget,
to evaluate its personnel needs, and to develop uniform user fees that are reasonable, and more importantly,
capable of cost recovery. Some of the major factors considered in this process are the local economy, civilian
labor force, unemployment rates, and inflation rates.

e The most recent estimates available for unemployment data in VVolusia County, Florida are compiled
by the Florida Agency for Workforce Innovation on the Florida Research and Economic Database
(FRED). This agency estimates a countywide unemployment rate of 3.4% at the end of September
2005, which is slightly lower than the 4.4% rate experienced one year earlier. These estimates
compare favorably to the state’s 3.7% and 4.1% unemployment rates at September 2005 and 2004,
respectively.

¢ Inflationary trends for Volusia County compare favorably with those trends experienced at the
state and national levels.

During the current fiscal year, unreserved fund balance in the general fund decreased from $1,746,494 to
$1,592,141. Based on current year budget estimates for 2006, the City has determined that it will be
necessary to include approximately $470,100 of prior years’ surplus funds in next year’s operating budget.
This is planned for the continuation of major improvements to the Parks and Recreation facilities, public
works security systems, new medians landscaping projects, and computer system upgrades. It has been
anticipated that all of the City’s spending requirements will be met with current financial resources along with
an approximate 14.12% increase in the ad valorem tax millage rate for the 2006 fiscal year.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to demonstrate the City’s accountability for the money it receives.
Questions concerning any of the information provided in this report, or requests for additional information
should be addressed to the Office of the Finance Director, City of Holly Hill, Florida, 1065 Ridgewood
Avenue, Holly Hill, Florida 32117-2898.
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STATEMENT OF NET ASSETS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Statement 1

Primary Government

Governmental Business-Type

Activities Activities Total
Assets:
Cash and cash equivalents............ccccooceviiieveie i, $ 10,259,279 2,332,277 12,591,556
Receivables, net of allowance for
uncollectible aCCOUNTS..........ccoovreieicirr e 360,356 551,452 911,808
Internal DAlanCeS..........cccoviieieieee e (222,078) 222,078 -
Due from other governments..........ccccocveveveiieveseese s 642,676 087,147 1,629,823
Due from fiduciary pension trust...........c.cccecevveiviveiisveccvesnan, 60,289 - 60,289
Unamortized debt iSSUANCE COSES........ovvvveieeririsieriesie e 19,900 196,064 215,964
Restricted assets:
Cash and cash equivalents...........ccccovvvieverieeie s, - 2,494,509 2,494,509
Capital assets:
Land and construction in progress.........coceveveecveseseereennnnn, 6,937,905 312,990 7,250,895
Other capital assets, net of depreciation...............c.ccevevuenen. 10,325,188 17,350,429 27,675,617
TOtAl BSSELS ..o, $ 28,383,515 24,446,946 52,830,461
Liabilities:
Accounts payable and accrued liabilities............ccccoevvvvenenne. $ 526,385 581,959 1,108,344
Deferred revenue and deposits........ccvvvevveveiieeneiecie e, 130,218 622,386 752,604
Bonds, notes, and other payables:
Due or payable within one year..........c.ccccecevivvivevecninesene, 561,761 628,682 1,190,443
Due or payable in more than one year...........ccccceeevvivevnnnne. 11,349,266 12,760,940 24,110,206
Compensated abSENCES........ccvveieieiierese e 679,079 145,891 824,970
Total l1aDIltIes ... 13,246,709 14,739,858 27,986,567
Net assets:
Invested in capital assets net of related debt ..............ccocee. 5,352,066 4,469,861 9,821,927
Restricted for:
Capital ProJECES.......ccveieiicieie e 1,328,300 - 1,328,300
Community redevelopment projects..........ccoocevvvvvevesvenenne. 6,839,224 - 6,839,224
Special law enforcement.............cccocvevevieii i, 38,084 - 38,084
Utility plant eXpansion...........ccccccvvveieeieveescse e - 2,185,420 2,185,420
DEDL SEIVICE. ...t 405,081 152,119 557,200
UNFESIIICTEA ... 1,174,051 2,899,688 4,073,739
Total NEt ASSELS ..o.veveiiieieeer e $ 15,136,806 9,707,088 24,843,894

The accompanying notes are an integral part of the financial statements.



STATEMENT OF ACTIVITIES
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Program Revenue

Charges Operating Capital
for Grants and Grants and
Expenses Services Contributions  Contributions
Primary government:
Governmental activities:
General government..........ccocceveveeeirinennne $ 1,537,736 296,630 - -
Public safety.......c.ccoeveiiiiiiieec 3,556,976 72,895 25,000 225,569
Transportation........ccoccveveverenceenesese e 537,269 54,779 - -
Economic environment...........ccceeeeevvvveeenns 420,463 - - -
Physical environment............c.ccooevcvrvennne. 226,225 674,491 - 13,145
Culture/recreation............coeeeeeevivireesiveneenn, 1,193,577 81,047 22,815 97,996
Interest on long-term debt ..........c.coeoeneeee 144,761 - - -
Total governmental activities.............. 7,617,007 1,179,842 47,815 336,710
Business-type activities:
Water and SEWEr..........ccccvvvviriinincieecen 3,842,182 4,307,737 - 98,700
SOlId WaSEE.......oveiicie e 1,591,794 1,685,183 465,949 -
Total business-type activities.............. 5,433,976 5,992,920 465,949 98,700
Total primary government...........c.ccoeevveeenenn, $ 13,050,983 7,172,762 513,764 435,410
General revenues:

Property taxes, levied for general purposes...........cccocevevevernnnn.

Property taxes, levied for tax increment district..............cc.c......

SAIES TAXES. ...t

Local Option gas taXeS.......cceververerieiesieeie e

Franchise taXes. .......cooeieieiiieiris e

PUDIIC SEIVICE tAXES.....c.veeeiieiieiiriecie e

Unrestricted State revenue sharing..........ccoceoevevereinininenennn,

Other unrestricted intergovernmental revenues.............cccce.e...

INVESTMENT BAMINGS.....ccviiirerieeiee e

Miscellaneous reVENUE...........cccerverveicieiiie e

Loss on disposal of fixed aSSets.........cccoveeerierieeieieiiere e

THANSTEIS. ..o

Total general revenues and transfers............ccocevevvnenennns

Change IN NEt ASSELS......ccveirrieeeeeee e

Net assets - DegINNING........cocveieiiriee e,

Net aSSELS = BNAING.....eieeeeieiie e,

The accompanying notes are an integral part of the financial statements.
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Statement 2

Net Revenue and Changes in Net Assets

Primary Government

Governmental Business-type
Activities Activities Total
(1,241,106) (1,241,106)
(3,233,512) (3,233,512)
(482,490) (482,490)
(420,463) (420,463)
461,411 461,411
(991,719) (991,719)
(144,761) (144,761)
(6,052,640) (6,052,640)
564,255 564,255
559,338 559,338
1,123,593 1,123,593
(6,052,640) 1,123,593 (4,929,047)
1,584,639 - 1,584,639
202,130 - 202,130
700,190 - 700,190
296,820 - 296,820
737,798 - 737,798
1,366,428 - 1,366,428
438,988 - 438,988
510,067 - 510,067
205,338 137,691 343,029
91,274 - 91,274
- (4,190) (4,190)
795,000 (795,000) -
6,928,672 (661,499) 6,267,173
876,032 462,094 1,338,126
14,260,774 9,244,994 23,505,768
$ 15,136,806 9,707,088 24,843,894
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BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Community Stormwater
General Redevelopment  Drainage
Assets:
Cash and cash equivalents...........cccccooovvieieniiieneiee e $ 1,627,111 521,608 1,125,494
Receivables, net
ACCOUNTS FECRIVADIE. ...t 254,985 - 57,803
DelinqQUENt taXeS........coveierieee e 47,568 - -
Due from other fUNAS........vveeeiieeieeeeeeee e 50,775 - -
Due from other govVernmMeNtS..........ccoceevvreeieseeiene e 595,632 - -
TOtAl @SSELS ...t $ 2,576,071 521,608 1,183,297
Liabilities and Fund Balances:
Liabilities:
Accounts payable and other current liabilities .................. $ 449,163 5,108 5,504
DETEITEA FEVENUES ...ttt ettt e e ettt e e e e 177,786 - -
Due to Other fUuNAS........c.eevviieiie e 225,569 26 -
Total Habilities ....c.oeeeiviiiee e, 852,518 5,134 5,504
Fund Balances:
Reserved for:
ENCUMDBIANCES. ... .ottt e e, 123,489 - 4,900
Law eNfOrCEMENT........vvveeeeeee ettt e e 7,923 - -
(D] o] BT VAol T - - -
Unreserved, reported in
GenEral TUNG.........oooiieeee et 1,592,141 - -
Special revenue funds .........cccoeveieiiiiiin e - 516,474 1,172,893
Total fund balanCes ........coceeeivcveiee e, 1,723,553 516,474 1,177,793
Total liabilities and fund balances ..........cccccovcveeeennee. $ 2,576,071 521,608 1,183,297

The accompanying notes are an integral part of the financial statements.
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Statement 3

Community
Redevelopment  Nonmajor Total
Capital Governmental Governmental
Projects Funds Funds
6,324,724 660,342 10,259,279
- - 312,788
- - 47,568
26 - 50,801
- 47,044 642,676
6,324,750 707,386 11,313,112
2,000 39,388 501,163
- - 177,786
- 47,284 272,879
2,000 86,672 951,828
203,262 78,780 410,431
- 38,084 46,007
- 405,081 405,081
- - 1,592,141
6,119,488 98,769 7,907,624
6,322,750 620,714 10,361,284
6,324,750 707,386 11,313,112
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Statement 3A

Fund balances - total governmental funds ..........ccoccoooviiiii i

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds..........ccccooiviviiiiiiieies

Delinquent tax revenue deferred in governmental activities are recognized
in the period in which they are earned, regardless of the date of their
aNtiCIPAted FECRIPL. ... oiveeeeee et

Negative net pension obligation reported in the Municipal Firefighters'
PenSion TruSt FUNG........coiiiiiiiceee e

Long-term liabilities, including notes payable, are not due and payable
in the current period and therefore are not reported in the funds.

These liabilities and other debt related deferred charges consist of

the following:

Notes payable.........ooi (11,911,027)

Accrued interest payable...........cooviieeiiie e,
Unamortized debt COSES.........curiiiieiiirisiiese e
Compensated abSENCES.........civeiereeeere e

$ 10,361,284

17,263,093

47,568

60,289

(12,595,428)

Net assets of governmental aCtiVILIES ..........coociiieriiiiie e

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Community Stormwater
General Redevelopment  Drainage
Revenue:
LIV G $ 3,981,480 202,130 -
Licenses and Permits .......cocvevererieie e 284,989 - -
Intergovernmental ..o, 1,427,690 462,124 -
Charges TOr SEIVICES ......ocveieiiereiieeie e 148,993 - 674,491
FINes and FOrfeItUIES ......vveeeeee ettt 36,012 - -
MISCEHANEBOUS ... 163,563 19,886 25,053
TOtAl FEVENUE ..o 6,042,727 684,140 699,544
Expenditures:
Current:
General goOVEIrNMENT ........ccooiiiieieee e 1,466,599 - -
PUDIIC SATELY .o 3,409,079 - -
TranSPOrtation .......c.cccovoeeieiereee e, 634,688 - -
ECONOMIC ENVIFONMENT ...eeeveieeieeeeeee et - 332,277 -
Physical environmMent ...........ccccooevvrienenieee e - - 259,554
CUUre/rECreation ........ceeeivveiee it 1,045,499 - -
Capital Outlay:
General goOVEIrNMENT ........ccooviiieieie e 19,875 - -
PUDIIC SATELY .o 71,823 - -
TranSPOrtation .......ccccovoeeieieriee e, 76,562 - -
Physical envVironmMent ...........cccooeiireenienieee e - - 42,031
CUUrE/rECrEatioN ........ceeeiviiiee it 60,831 - -
Debt Service:
Principal retirement ............cccoeeieiieene e 149,959 - -
Interest and fiscal charges ... 24,951 - -
Total eXPenditlres ........ccceevvriereniee e 6,959,866 332,277 301,585
Excess of revenue over (under) expenditures.......... (917,139) 351,863 397,959
Other Financing Sources (Uses):
Debt ProCEEAS ......eeveieeiiee e - - 252,694
BONd ISSUANCE COSES... vt it aae s - - -
THANSTRIS TN oottt e ettt e e e e e e areeea e 767,167 - -
TraNSTEIS OUL ....evveic et (206,968) (196,013) (267,342)
Total other financing SOUrces (USES) .....ccevveeervereeannnn. 560,199 (196,013) (14,648)
Net changes in fund balances..........c..cccoovviiiiininnnns (356,940) 155,850 383,311
Fund balances, beginning of year .........cc.ccocveieiiiiiieiiicie 2,080,493 360,624 794,482
Fund balances, end of Year ..........ccoovoieiiniiiice e $ 1,723,553 516,474 1,177,793

The accompanying notes are an integral part of the financial statements.
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Statement 4

Community
Redevelopment  Nonmajor Total
Capital Governmental Governmental
Projects Funds Funds

- - 4,183,610

- - 284,989

- 121,140 2,010,954

- 3,678 827,162

- 31,681 67,693

88,033 22,892 319,427
88,033 179,391 7,693,835

- - 1,466,599

- 24,007 3,433,086

- - 634,688

86,783 - 419,060

- - 259,554

- 53,907 1,099,406

- - 19,875

- 17,016 88,839

- - 76,562

- 149,277 191,308

- 208,561 269,392

- 252,797 402,756

- 119,810 144,761

86,783 825,375 8,505,886
1,250 (645,984) (812,051)
6,331,000 - 6,583,694
(9,500) - (9,500)

- 712,322 1,479,489
- (14,167) (684,490)
6,321,500 698,155 7,369,193
6,322,750 52,171 6,557,142

- 568,543 3,804,142

6,322,750 620,714 10,361,284




RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Statement 4A

Net change in fund balances - total governmental funds ............ccccooveeninnene,

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is depreciated
over their estimated useful lives. This is the amount by which capital
outlays exceeded depreciation expense for the current period:

Capital outlay exXpendituresS...........coeereieeieneneere e 1,161,836
General fixed assets diSPosals.........ccvovevvrirerienieee e (3,568)

Depreciation EXPENSE. ......cveiveeeiereeeeste e seesteeeeseeereenee e eeeseesneens (649,707)

Bond and loan proceeds are reported as financing sources in the
governmental funds, however, issuing debt increases long-term
liabilities in the statement of net assets. Debt proceeds issued in
the CUMTent PEIIOA .......cvoee e

Repayment of bond and note principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities
in the statement of nets assets. Principal repayment in the

(o0 =] 1 B 1= oo TSP

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the governmental
funds (increase in delinqUeNt taXes).........cveveivriereneeiere e

Increase in negative net pension obligation reported in the Municipal
Firefighters' Pension Trust FUNd..........cccccoviieiiiiii s

Under the modified accrual basis of accounting used in the
governmental funds, expenditures are not recognized for transactions
that are not normally paid with expendable available financial resources.
In the statement of activities, however, which is presented on the
accrual basis, expenses and liabilities are reported regardless of when
financial resources are available. In addition, interest on long-term

debt is not recognized under the modified accrual basis of accounting
until due, rather than as it accrues. This adjustment is for the following:

Change in compensated absences liabilities...............ccocviiiiiienns (27,471)
Change in accrued interest on bonds and notes payable ................. (369)

$ 6,557,142

508,561

(6,574,194)

402,755

4,204

5,404

(27,840)

Change in net assets of governmental activities .............ccoocvvvviieirrience s

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Statement 5

Business-Type Activities - Enterprise Funds

Water and Solid
Sewer Waste Total
Assets:
Current Assets:
Cash and cash equivalents ..........c..cccocvvveevieii e $ 2,283,157 49,120 2,332,277
ACCOUNLS FECRIVADIE ..o, 397,959 153,493 551,452
Due from other funds...........ccovivviiiiic e - 225,569 225,569
Due from other governments...........cccoceevvevevesieeneseerneenenn, - 087,147 087,147
Restricted-Cash and cash equivalents......................... 2,494,509 - 2,494,509

Total CUrTENt aSSELS ....cvvevviivieieciecie e

Property and Equipment:

Buildings and improvements..........cccccevvvvvveveseevese s
Machinery and equIpmMeNt .........cceveveeiece s,
CoNStruCtion iN ProgrESS.......ccvevveieeierieieesresessiesresraesiesreas
Less: accumulated depreciation ..........c.ccoecevvviveveieeiennnn,

Net property and equipment ..........ccccovveveeveveeiierennns

Unamortized debt iSSUANCE COSES......cciverveeeiiirrieeiiirreeessireeeesins

TOtAl ASSELS ....vvveee ittt

Liabilities:
Current Liabilities:

Current maturities of long-term debt............cccoeieiinns

Accounts payable and accrued liabilities

Due t0 Other TUNDS........coveeeeeeee et
DETEITEA FEVENUE ..ottt ettt e e e e e e e e e e enins

Total current liabilities ...........coceee.

Long-term Debt:

Revenue bonds payable (Net)..........ccccevvvevevviieveseeien,
Notes payable (Net)........cccvveveiieiiieiiirecce e

Total long-term debt...........cccocovveviiiiiicce e,

Total HabilitieS.....cvveeiieveee e

Net Assets:

Invested In capital assets, net of related debt ....................

Restricted TOr deDt SEIVICE. ....cov e,
Restricted for utility plant expansion..........
UNIESEHICIEA. ..ovveeeeee et

Total NEt ASSELS ....vvvveeeeeeiieeeeeieeee e

5,175,625 1,415,329 6,590,954

154,739 - 154,739
23,582,834 54,651 23,637,485
6,859,576 644,662 7,504,238
158,251 - 158,251
30,755,400 699,313 31,454,713
(13,118,460) (672,834) _ (13,791,294)

17,636,940 26,479 17,663,419
196,064 - 196,064

$ 23,008,629 1,441,808 24,450,437

$ 628,682 - 628,682
361,884 365,966 727,850

- 3,491 3,491

622,386 - 622,386
1,612,952 369,457 1,982,409
10,849,304 - 10,849,304
1,911,636 - 1,911,636
12,760,940 - _ 12,760,940
14,373,892 369,457 _ 14,743,349
4,443,382 26,479 4,469,861
152,119 - 152,119
2,185,420 2,185,420

1,853,816 1,045,872 2,899,688

$ 8,634,737 1,072,351 9,707,088

The accompanying notes are an integral part of the financial statements.

22



STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS Statement 6
PROPRIETARY FUNDS
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA
Business-Type Activities - Enterprise Funds

Water and Solid
Sewer Waste Total
Operating Revenue:
Charges for Services:
WaALEF SAIES........cveviriieieieiieiee e $ 1,992,142 - 1,992,142
Sewer treatment Charges........coovevvvvieeveseere s 2,058,726 - 2,058,726
Waste disposal fEES.........covvevieriiieiie e, - 1,684,928 1,684,928
Connections, service and cut-off charges...........cccccevvenen. 59,026 - 59,026
OFher FEVENUES.......c.vevieiiciisii st 197,843 255 198,098
Total operating reVENUE..........cccccvevueriverieseeiese e 4,307,737 1,685,183 5,992,920
Operating Expenses:
Personal SEIVICES .......cccoviiieririiieisie e 1,092,952 - 1,092,952
Depreciation and amortization ...........ccccceeevvivvevenvccieceennn, 1,071,466 4,066 1,075,532
UBHTITIES oo 287,892 128 288,020
Materials and SUPPHES .....covevvveieiiiieie e 280,925 856 281,781
Contractual SEIVICES ........covviiiriiiieieeee s 307,663 1,544,835 1,852,498
Maintenance and rePairs ........ccceveveiieeveseee e 142,366 1,271 143,637
Other Charges .......cocvcviieieceee s 17,873 3,299 21,172
Bad debt eXPENSE.......coiviieieirce e 18,267 37,339 55,606
Total operating EXPENSES .......covevrveeerreieerierreseeseeseeans 3,219,404 1,591,794 4,811,198
Operating iINCOME........oviiiiieie e 1,088,333 93,389 1,181,722
Nonoperating Revenue (Expenses):
INEErESt €ANINGS ..o.vvevieie e, 134,883 2,808 137,691
Loss on disposal of property and equipment ............ccccoeve.ee. (4,190) - (4,190)
Federal and state grants..........c.ccoeeveeeevesecce s - 465,949 465,949
Interest and debt eXPeNSE........cccvevveiiiie i, (622,778) - (622,778)
Net nonoperating revenue (EXPENSES).......ccvvvevverveae. (492,085) 468,757 (23,328)
Income before transfers..........cocovvvvincnenencen 596,248 562,146 1,158,394
Transfer (out) to General FUNd..........cccccevviviie v, (426,700) (303,000) (729,700)
Transfer (out) to Water and Sewer Fund...........ccccovevevvvvennnn. - (65,300) (65,300)
NEtINCOME. .. .euie v e 169,548 193,846 363,394
Capital contributions...........ccccviieiiiice e 98,700 - 98,700
Net increase IN Net aSSEtS........ovvvvirererererierieeeenns 268,248 193,846 462,094
Net assets, beginning of Year ..........cccoceveviiii i 8,366,489 878,505 9,244,994
Net assets, end of Yar ........ccccvvvvevivece e $ 8,634,737 1,072,351 9,707,088

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Fiscal Year Ended September 30, 2005
CITY OF NEW HOLLY HILL, FLORIDA

Statement 7

Business-type Activities - Enterprise Funds

Water
and Solid
Sewer Waste Total
Cash Flows From Operating Activities:
Cash received from CUSLOMENS........ccooevieiniirinenesiereeeesins $ 4,241,229 1,903,156 6,144,385
Cash paid for personal SErViCeS.........cccccevveiereiiieresesie e (1,075,930) - (1,075,930)
Cash paid to SUPPIIETS........cccveveeriieriieceee e, (963,042) (2,119,099) (3,082,141)
Net cash provided by (used in) operating activities.... 2,202,257 (215,943) 1,986,314
Cash Flows From Noncapital and Related
Financing Activities:
Federal and state grantS...........c.cooovviiiiiicie e e, - 465,949 465,949
Operating transfers (OUL) .......cccccvevereve e, (426,700) (368,300) (795,000)
Net cash provided by (used in) noncapital
and related financing activities ...........cccoeevvevvvvennene. (426,700) 97,649 (329,051)
Cash Flows From Capital and Related
Financing Activities:
Capital contributions..........cccceveveieeie s 98,700 - 98,700
Acquisition and construction of capital assets .............c........ (1,014,001) - (1,014,001)
Debt reduction outlays..........ccceeveveiiiie v, (610,683) - (610,683)
Interest paid on capital debt obligations.............ccccccevvvvennne. (622,778) - (622,778)
Net cash provided by (used in) capital
and related financing activities ...........cccoevvvevvvveinene. (2,148,762) - (2,148,762)
Cash Flows From Investing Activities:
INtErest reCeIVEM ........coovviiiiiiic e, 134,883 2,808 137,691
Net increase (decrease) in cash and
cash equIValeNts ..o i (238,322) (115,486) (353,808)
Cash and cash equivalents, beginning of year .............ccccoco..... 5,015,988 164,606 5,180,594
Cash and cash equivalents, end of year ..........c.ccceeevvivevennnnne. 4,777,666 49,120 4,826,786
Cash and Cash Equivalents:
CUITENT BSSBES.....eeeiitiiie sttt 2,283,157 49,120 2,332,277
RESTIICIEA ASSELS.....cveeeieieeiieierie e 2,494,509 - 2,494,509
Total cash and cash equivalents.............cccccevveverienen. 4,777,666 49,120 4,826,786

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF CASH FLOWS Statement 7
PROPRIETARY FUNDS - (Continued)
For the Fiscal Year Ended September 30, 2005
CITY OF NEW HOLLY HILL, FLORIDA
Business-type Activities - Enterprise Funds

Water
and Solid
Sewer Waste Total

Reconciliation of operating income to net cash
provided by operating activities:
Operating iNCoOMe (10SS) .....ccvevveiveeieie e $ 1,088,333 93,389 1,181,722
Adjustments to reconcile net operating
income to net cash provided by
operating activities:

Depreciation and amortization............cc.cceecevvivernenenn, 1,071,466 4,066 1,075,532

Provision for bad debts...........coceveiiiiiini 18,267 37,339 55,606

Changes in assets and liabilities: -
Accounts receivable ..., (58,843) (49,143) (107,986)
Due from other funds ..........ccccovevevniieveceee e, 6,180 (225,569) (219,389)
Due from other governments .........cccccceevevevviieevnene - 492,686 492,686
Accounts Payable .........ccccveveieeene e, 69,267 (201,950) (132,683)
Accrued Habilities. ..., 17,022 - 17,022
Due to other funds ........c.cccovvveviviiieiecece e (1,770) (366,761) (368,531)
Customer dePOSILS ......ccevvveieriecieie e, (7,665) - (7,665)
Net cash provided by operating activities................... $ 2,202,257 (215,943) 1,986,314

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Statement 8

Assets:

Cash and cash eqUIVAIENES ..........ccooiiiiieiieee e

Accounts receivable:

[0 4T 01 (0] =] TR
From emMPIOYET. ..o e
L (0] 1] - L (=T
Yoo (0 1=T0 T ] (=T =) P

Total aCCOUNTS rECERIVADIE. ..ot

Investments, at fair value

Money Market TUNAS ........ooviiee e
U.S. TIEASUIIES. ...ttt
U.S. gOVEINMENT AQENCIES ...vveveeeeeierieeiiesieeieeseeseee e steseeeseeseeeneeseesneeeeseenns
U.S. corporate debt obligations ...........cccoooieiiiiii i,
U.S. corporate equity SECUILIES .......ovveieiiieeieee e
International equity SECUITIES .......ccccveiiiiiieie e

TOtal INVESTMENTS .ottt e e r e e e e e e e e aeees

LIS] U TXT=) TR

Liabilities:

ACCOUNLES PAYADIE. ...

Net assets:

Held in trust for pension DENefits...........ccvveviiiiii i

345,202
987,387
468,899
1,308,939
3,958,881
347,204

The accompanying notes are an integral part of the financial statements.
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57,793

7,416,512

7,475,973

11,325

$ 7,464,648



STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS Statement 9
FIDUCIARY FUNDS

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Additions:
Contributions from:
EMPIOYET ..o $ 218,801
] =1 (SRR 123,121
Plan MEMEIS ....veeiieeie et are e 184,302
Total CONIIDULIONS. ...ttt e e e e e 526,224

Investment income:
Net realized and unrealized appreciation

(depreciation) in fair value of INVESIMENTS..........cooeviviieiiiiieeceee 429,824
Interest and dividend €arNINGS .......cccovoveiereiiere e e 222,013
651,837
Less: investment management TEES ........covvivieere v, (79,865)
Total INVEStMENt INCOME ......ocviiiiiieeee e, 571,972
L] r= - 1o (o [ (o] o LT TRRRTTR 1,098,196
Deductions:
Benefit payments and refunds ...........cooeriiieneneie e, 492,812
AdMINISIratiVe BXPENSES ....veeueeiieeieeierieeeerteseee et see et ereeneeseeeneeseeenens 54,250
Total dedUCTIONS. .....c..oviieiiiee e 547,062
L T 0] (T K U 551,134

Net assets held in trust for pension benefits:

Beginning Of YEAI ........coi i e, 6,913,514
EN OF YBAT ... $ 7,464,648

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of City of Holly Hill, Florida (the “City”), have been prepared in conformance with
accounting principals generally accepted in the United States of America as applicable to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
promulgating governmental accounting and financial reporting principles. The following isa summary of the
City’s significant accounting policies:

A. Reporting Entity

The City is a municipal corporation created by the Laws of Florida, Chapter 67-1274, located in Volusia
County. The City was originally incorporated under the general laws of Florida on July 1, 1901 (Records of
Incorporations, Volusia County, Vol. I, p. 101). This incorporation was validated in 1903 by Laws of Florida,
Chapter 5346 (1903). The legislative branch of the City is composed of an elected five-member City
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 accompanying financial statements present the financial position, results of operations and cash flows of
the applicable funds controlled by or dependent upon the City (the primary government). In evaluating the
City as a reporting entity, management has addressed all potential component units for which the entity may
or may not be financially accountable and, as such, be included within the City’s financial statements.

Blended Component Unit. The City of Holly Hill Community Redevelopment Fund was created by
Ordinance 2426 to account for the receipt and expenditure of property tax revenues from the tax increment
financing district to support City redevelopment. Although legally separate, the same elected City
Commission members serve as the governing board of the Community Redevelopment Fund. Since the City is
financially accountable for the activities of the Fund, its governing board is the same, and its relationship to
the City is significant, its financial activities are reported on a blended basis as if it were part of the primary
government as a special revenue fund.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements, comprised of the Statement of Net Assets and the Statement of
Activities, report aggregated information for the overall government for all of the activities of the primary
government and the discretely presented component units. The primary government is reported in two
columns to separately report governmental activities from business-type activities. These statements do not
report fiduciary funds or fiduciary component units such as retirement trust funds. Those activities are
reported only in fund financial statements. The effect of interfund activity has been removed from these
statements as is further disclosed below under the heading Interfund Activity Eliminations and
Reclassifications.

Governmental activities, which normally are supported by taxes, intergovernmental revenues, and other

nonexchange revenues, are reported separately from business-type activities, which are financed wholly or
partially by fees charged to external parties for goods or services and are reported in enterprise funds.
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The Statement of Net Assets presents the overall government’s financial position at year-end. The Statement
of Activities presents direct expenses of a given function or segment offset by program revenues for the fiscal
reporting period. The resulting net expense or revenue is then totaled and offset by general revenues
producing the aggregate change in net assets for the period. Program revenues include (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
a given function or segment of the government, and (2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment. Taxes and other nonexchange
revenues not properly included among program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual business-type funds are reported in separate columns in the fund
financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
as soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 120 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Taxes, intergovernmental revenue, licenses and permits, charges for services, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the government.

Revenues, expenses, gains, losses, assets, and liabilities resulting from nonexchange transactions are
recognized in accordance with the requirements of Governmental Accounting Standards Board Statement No.
33, Accounting and Financial Reporting for Nonexchange Transactions. Nonexchange transactions are
grouped into four classes, based on their principal characteristics. The accounting treatment for each type of
transaction is as follows:

Derived Tax Revenue, defined as assessments imposed on exchange transactions. Examples include:
sales taxes, franchise tax, utility taxes, etc. Assets from derived tax revenue are recognized in the period
when the exchange transaction on which the tax is imposed or when resources are received, whichever
occurs first. Revenues are recognized, net of estimated uncollectible amounts, in the same period that
the assets are recognized. Resources received in advance are recorded as deferred revenue until the
period of the exchange.
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Imposed Nonexchange Revenue, result from assessments on nongovernmental entities, other than
assessments on exchange transactions. Examples include: ad valorem (property) taxes, fines and
penalties, and property forfeitures. Assets from imposed nonexchange revenues are recognized in the
period when an enforceable legal claim to the assets arises or when the resources are received,
whichever occurs first. Property taxes are recognized in the period for which the taxes are levied. All
other imposed nonexchange revenues are recognized in the same period that the assets are recognized.

Government-mandated Nonexchange Transactions, frequently establish eligibility requirements before
a transaction can occur. Examples include federal awards and state financial assistance. Until the
requirements are met, the recipient does not have a receivable and the recognition of revenue received
in advance is deferred. The providers (usually federal, state, and county governments) often offer
resources on a reimbursement (“expenditure-driven”) basis at the time the recipient has incurred
allowable costs under the applicable program.

Voluntary Nonexchange Transactions, result from legislative or contractual agreements other than
exchanges, entered into willingly by two or more parties. Examples include certain grants, entitlements,
and donations by nongovernmental entities. Principal characteristics of these types of transactions are
(1) they are not imposed on the provider or recipient, and (2) fulfillment of eligibility requirements is
essential for a transaction to occur. Assets and revenues are recognized when all applicable eligibility
requirements, including time requirements, are met. Resources received in advance are reported as
deferred revenue.

Proprietary fund and pension trust fund financial statements are reported using the accrual basis of
accounting. Under this method, revenue is recorded when earned and expenses are recorded at the time
liabilities are incurred. Based on the accounting and reporting standards set forth in Government Accounting
Standards Board Statement No. 20, “Accounting and Financial Reporting for Proprietary Funds and other
Governmental Entities that use Proprietary Fund Accounting” the City has opted to apply only those
accounting and reporting pronouncements issued by the GASB subsequent to November 30, 1989, as it
pertains to the accounting for proprietary fund activity.

The City’s accounts are organized on the basis of funds 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 focus of the
governmental and proprietary fund financial statements is on major funds, as defined and determined based on
criteria established under Governmental Accounting Standards Boards Statement No. 34.

The City reports the following major governmental funds:

General Fund - The General Fund is the principal fund of the City which accounts for all financial
transactions not accounted for in other funds. The majority of current operating expenditures of the City
other than proprietary fund activities are financed through revenues received by the General Fund.

Community Redevelopment Trust Fund - The Community Redevelopment Trust Fund is a special
revenue fund established by the City for the economic development of designated areas of the City that
receives special incremental ad-valorem tax levies to pay for rehabilitation and redevelopment of the
specified area in need of improvement to sustain the tax base.
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Stormwater Drainage Fund - The Stormwater Drainage Fund is a special revenue fund used to account
for user charges assessed to citizens for the operation, maintenance and improvement of the City’s
stormwater drainage systems. Federal awards and state financial assistance are also a major source of
revenue to assist with the financing of capital improvements to these facilities.

The City reports the following major proprietary funds:

Water and Sewer System - The Water and Sewer System Fund accounts for the costs and recovery of
costs in the form of user charges related to the production, treatment and distribution of potable water,
along with the collection, treatment and disposal of sewage waste with the City. The maintenance and
improvement of utility plant required to provide these goods and services are financed primarily from
user charges. Physical plant expansion is financed primarily from revenue bond obligations and other
long-term debt borrowings.

Solid Waste Fund - The Solid Waste Fund provides the community with refuse and recycling services
provided by third-party contracted vendors, the costs of which are primarily recovered by user charges.

Additionally, the City reports the following non-major fund types:

Special Revenue Funds - These funds are used to account for the proceeds of specific revenue sources
(other than special assessments, or capital projects) which are legally restricted to finance particular
functions or activities of the City. These funds include the Law Enforcement Trust Fund, Holly Hill
Police Explorers Fund, Recreation Activity Fund, Community Development Block Grant Fund, and the
Local Law Enforcement Block Grant Fund.

Debt Service Funds - Debt service funds are used to account for the accumulation of resources for, and
the payment of, general long-term debt principal, interest, and related costs. This fund type is used to
provide for the debt servicing of the City’s outstanding State Revolving Fund Loan commitments, dated
January 30, 2001, September 10, 2001, July 24, 2002, and June 24, 2003.

Capital Projects Funds - Capital projects funds are used to account for the financial resources to be
used for the acquisition or construction of major capital facilities (other than those financed by
proprietary and trust funds).

Pension Trust Funds - Pension trust funds (Municipal Police Officers' Retirement Fund and the
Municipal Firefighters' Pension Trust Fund) are accounted for by the City to provide data on the
accumulation of financial resources to pay pension benefits to qualified participants in the City’s Police
and Fire pension trust funds.

Amounts reported in the funds as interfund receivables and payables have been eliminated in the
governmental and business-type activities columns, except for the net residual amounts due between
governmental and business-type activities, which are presented as internal balances due to and due from these
different types of activities within the primary government.

The City reports as program revenues: (1) charges to customers or applicants for goods, services, or privileges
provided, (2) operating grants and contributions, and (3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.
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Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
the proprietary fund’s principal ongoing activities. For the City, operating revenues come from water and
sewer service fees and related charges and refuse and recycling collection fees for sanitation services, which
are the principal ongoing operations of the City’s water/sewer utility and solid waste operations. Operating
expenses include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

D. Assets, Liabilities, and Net Assets or Equity
1. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

The City's investment policies are governed by state statutes and local resolution. These policies authorize the
City to invest in bonds, notes, certificates of indebtedness, treasury bills, or other securities which are
guaranteed by the full faith and credit of the United States of America, interest bearing savings accounts,
interest bearing certificates of deposit and interest bearing time deposits. All of the City’s investments are
reported at fair value, with the exception of investments in the 2a7-like pools (State Board of Administration
Local Government Surplus Trust Fund Pool) which are stated at cost, or amortized cost, and are the same as
the fair value of pool shares. All fiduciary (police and fire pension) fund investments are stated at fair value.

2. Receivables and payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of the
fiscal year is referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as “due to/from other funds.” Any residual balances outstanding between
the governmental activities and business-type activities are reported in the government-wide financial
statements as “internal balances,” when applicable.

All trade and property tax receivables are reported net of an allowance for uncollectible accounts, which is
based upon management's analysis of historical trends. Utility operating sales are generally recognized on the
basis of cycle billings rendered quarterly. Unbilled accounts receivable are accrued by the City at September
30th, to recognize the sales revenues earned between the last meter reading date made in mid-September
through the end of the fiscal year.

3. Inventories and Prepaid Items

When determined material, the cost of inventory is accounted for on the consumption basis wherein
inventories are charged as expenditures when used, rather than when purchased. All inventories are valued at
cost, which approximates market, by using the first-in, first-out valuation method. The effect of this method
is to flow the costs of the materials and supplies in the order in which they are purchased and to assign a
balance sheet inventory valuation more nearly at current replacement value.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and fund financial statements.
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4. Restricted Assets

Certain proceeds of the City’s revenue note obligations, as well as certain resources set aside for their
repayment, are classified as restricted assets in the government-wide financial statements because their use is
limited by applicable legal indentures imposed by applicable bond covenants and other legal indentures. The
restricted assets are used to report resources set aside to 1) provide a reserve for debt service, 2) provide a
reserve for maintenance and replacement costs, and 3) acquire capital assets.

5. Capital Assets

Capital assets include property, plant, equipment and infrastructure assets. The terms general capital assets
and general infrastructure assets relate only to the assets associated with governmental activities, whereas the
terms capital assets and infrastructure assets relate to all such assets belonging to the City. To ease
implementation efforts, GASB Statement No. 34, provides the City with an extended transition period for
reporting existing general infrastructure assets. However, the City has elected to report all known
infrastructure assets and related depreciation expense on these assets, for those assets acquired up to, and
including, the year of implementation of the pronouncement in the entity-wide statement of net assets and
statement of activities.

Capital assets are defined by the City as assets with an initial individual cost of $1,000 or more and an
estimated useful life of more than one-year. The capitalization policy for building and improvements other
than buildings require assets with an initial cost to be $5,000 or more before it is capitalized. For all
infrastructure assets, costs must exceed $5,000 before the assets are capitalized. Such assets are recorded at
historical cost or estimated historical cost, if purchased or constructed. Contributed assets are recorded at fair
market value on the date received. Additions, improvements and other capital outlays that significantly extend
the useful life of an asset are capitalized if they meet the dollar threshold above for capitalization.

Proprietary fund capital assets that are constructed include construction period interest that is capitalized net
of interest earned on unexpended construction funds in accordance with the applicable provisions of Financial
Accounting Standard No. 62, and depreciated over the remaining useful life of the related asset.

Maintenance and repairs of property and replacements and renewals of items determined to be less than units
of property, are charged to operating expenses.

Depreciation is reported for the primary government using the straight-line method (half-year convention in
year of acquisition) calculated on a service-life basis to amortize the cost of the asset over their estimated
economic useful lives, which are as follows:

Assets Years
2 T0 ] o 1o PSP 20-50 years
Improvements other than buildings ...........cccoocvi i, 10-50 years
EQUIPIMENT ...t st e e re e reenne e 3-30 years
INFraSEIUCTUIE ... veeeie et e e 20-50 years
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6. Compensated Absences

The portion of payroll costs paid subsequent to year-end attributable to services performed prior to year-end,
including accumulated unpaid vacation and sick-leave, is recorded and recognized as a current liability. The
portion of the liability for compensated absences attributable to periods beyond the current year is recognized
as a long-term liability.

Employee vacation leave is based upon the number of years of employment with the City and a portion must
be used as time off annually and the remainder can be used as time off or accrued. The maximum amount
accrued varies with the general and fire personnel and the police personnel, 90 days and 93.5 days,
respectively. Upon termination, the employee receives a cash benefit equal to the number of days accrued
based on the employee's current wage rate.

Sick leave is granted to all full time employees. General and fire personnel can accumulate, at a rate of one
day per month, up to a maximum of 90 days. Upon retirement or death, employees are paid 100% of their
accumulated unpaid sick leave. Upon resignation, only those employees with 15 years of service are paid
50% of their accumulated unpaid sick leave. Police personnel are granted extended leave to be used for
ilinesses involving absences of three or more days. The extended leave accrues at a rate of four hours per
month. There is no maximum accumulated amount; however payment is based on the number of years of
service with a maximum of 825 hours.

7. Deferred Revenue

Deferred revenues are reported when potential revenue does not meet both the "measurable™ and "available”
criteria for recognition in the current period. Deferred revenues also arise when resources are received by the
City before it has a legal claim to them, as when grant monies are received prior to the incurrence of
qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the
City has a legal claim to the resources, the liability for deferred revenue is removed and revenue is
recognized.

8. Long-term Obligations

In the government-wide financial statements and proprietary fund financial statements, long-term debt
obligations are reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond discounts and debt issuance costs are deferred and
amortized over the term of the bonds using the bond outstanding method which approximates the effective
interest method. Unamortized bond discounts are presented in aggregate on the financial statements as a
reduction of the carrying cost of the related long-term debt. Unamortized debt issuance costs are presented as
other assets. Inthe fund financial statements, governmental fund types recognize premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

9. Fund Equity
In the fund financial statements, governmental funds report reservations of fund balance for amounts that are

not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.
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10. Use of Estimates

Management uses estimates and assumptions in preparing financial statements in accordance with generally
accepted accounting principles. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenue and expenses. Actual
results could vary from the estimates assumed in preparing the financial statements.

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets:

Following the governmental fund balance sheet is a reconciliation between fund balance - total governmental
funds and net assets - governmental activities as reported in the government-wide statement of net assets. A
detailed explanation of these differences is provided in this reconciliation.

B. Explanation of certain differences between the governmental fund statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities:

Following the governmental fund statement of revenues, expenditures, and changes in fund balances, there is
areconciliation between net changes in fund balances - total governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. A detailed explanation of
these differences is provided in this reconciliation.

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information

Annual budgets for all governmental and proprietary funds were adopted in compliance with Florida law.
The basis on which the budgets are prepared is consistent with the basis of accounting utilized by the various
fund types. The governmental funds' budgets are prepared on the modified accrual basis of accounting. The
proprietary funds' budgets are prepared on a full accrual basis of accounting. The City uses the following
procedures in establishing the budgetary data reflected in the accompanying financial statements:

e On or about July 1st, the City Manager submits a preliminary budget to the City
Commission for the ensuing fiscal year.

» Budget workshop sessions are scheduled by the City Commission, as needed.

« A summary of the budget and notice of public hearing is published in a local newspaper.

 Prior to October 1st, the budget is legally enacted through passage of an ordinance.

» The City Commission, by ordinance, may make supplemental appropriations in excess of
those estimated for the year up to the amount of available revenue in accordance with
Sections 54 to 57 of the City Charter. Prior to the end of the fiscal year, supplemental

appropriations are made for unanticipated spending requirements by the Commission.
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» The City Commission must approve all inter-departmental budget amendments and/or
appropriations transfers.

e The City Manager may transfer funds between line-item appropriations within a
department at the request of a department head in accordance with Article I, Section 30-27
of the City’s Code of Ordinances.

» Budgetary control is exercised at the department level.
» Every appropriation lapses at the close of the fiscal year.

B.  Excess of Expenditures over Appropriations
For the year ended September 30, 2005, total fund expenditures exceeded budgetary appropriations in the
nonmajor Community Development Block Grant Fund by $855. The over-expenditures in this fund were
funded in their entirety by transfers from the General Fund greater than amounts anticipated.
NOTE 4 - PROPERTY TAX CALENDAR
Under Florida law, the assessment of all properties and the collection of all county, municipal and school
district property taxes are consolidated in the offices of the County Property Appraiser and County Finance
Director. The laws of the state regulating tax assessment are also designed to assure a consistent property
valuation method statewide. State Statutes permit municipalities to levy property taxes at a rate of up to 10
mills. The millage rate assessed by the City was 4.08002 mills for the year ended September 30, 2005.
The property tax calendar is as follows:

Valuation Date January 1

Property Appraiser prepares the assessment roll with values as of

January 1, submits preliminary roll for approval by the State

and notifies each taxing authority of their respective valuations. July 1

Within 35 days of certification of value, the City must advise the

Property Appraiser of the prior year millage rate, current year

proposed millage rate, current year rolled-back rate and the date,

time and meeting place of the tentative budget hearing. August 4

City Commission holds two required public hearings and adopts a
budget and ad valorem tax millage rate for the coming fiscal year. September 18

Property Appraiser certified the assessment roll and all real and
tangible personal property taxes are due and payable (Levy date). November 1
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A Notice of Taxes is mailed to each property owner on the
assessment roll. Taxes are paid November 2003 through

March 2004, with the following applicable discounts: November through March
Month Paid Discount Percent
November 4
December 3
January 2
February 1
March 0

All unpaid taxes on real and tangible personal property become
delinquent. April 1

A list of unpaid tangible personal property taxes and a list of unpaid
real property taxes are advertised. April/May

Tax certificates are sold on all real estate parcels with unpaid real
property taxes (Lien date). June 1

A court order is obtained authorizing the seizure and sale of

personal property if the taxpayer fails to pay the delinquent taxes August 28
NOTE 5 - DEPOSITS AND INVESTMENTS
At September 30, 2005, the City had the following investments and maturities.

Investment Maturities (Years)

Fair Less From From Over
Investment Type Value Than 1 1-5 6-10 10
Repurchase agreements ...........ccccceevvenee. $ 720,000 720,000 - - -
Local government surplus funds
trust fund.......coeeeeeeeieeee e 14,522,718 14,522,718 - - -
Money market funds.........cccccevrvrernnne. 345,202 345,202 - - -
U.S. TTeasuries ......ccocvverveerierenerieenieeas 987,387 299,250 368,431 227,686 92,020
U.S. @QENCIES ...coovverveerrieieieriee e iee e 468,900 - 313,999 97,706 57,195
Domestic corporate bonds ...................... 1,308,938 - 771,028 257,712 280,198
Domestic corporate equities ................... 4,306,085 _ 4,306,085 - - -
TOtalS . .cvieeeiceeee e $22,659,230 20,193,255 _ 1,453,458 583,104 429,413

Interest Rate Risk. Generally, the City limits its exposure to fair value losses arising from increases in interest
rates by limiting the investment of its operating funds in investments with maturities of less than one year.
Substantially all of the City’s surplus funds are invested in the City’s pooled cash accounts, which are included
in overnight repurchase agreements, or in the Local Government Surplus Funds Trust Fund. Investments held
in the City’s Police and Fire pension trust funds are generally held to maturity to provide a stable investment
interest rate platform which is vital to the projection of actuarial pension costs in the future. While potential
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current period fair value losses can occur with these investments in any given year, the ultimate realization of
fair value losses is mitigated by the holding of these investments to maturity. Investments in U.S. Treasuries
typically include discounted, fixed-price notes and bonds that mature within one to five years. The fair value
of these short-term investments is less sensitive to interest rate increases since they are held to maturity.
Investments in U.S. agencies typically include long-term, fixed-rate collateralized mortgage obligations with
maturities of greater than ten 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 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.

Credit Risk. The provisions of Section 218.415, Florida Statutes, require that the investment activity of the
City be conducted in accordance with a written investment plan adopted by the governing body. Under that
plan, the City’s basic allowable investment instruments include: Local Government Surplus Funds Trust Fund
(a 2a-7 like 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 U.S. Government obligations; obligations of 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.

Investments in the City’s pension trust funds are limited by state statutes (Chapters 175 and 185, Florida
Statutes) and by an investment policy adopted by the funds’ 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 Corporation, 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.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the City’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 and meet all of the requirements of this
chapter to be designated by the State’s 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’s 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
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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, 2005, the carrying amount of the City’s deposits in the Local Government Surplus Funds
Trust Fund was $14,522,718, all of which was covered by collateral securities in accordance with the Act. The
carrying amount of the City’s $2,000,000 investment in repurchase agreements was collateralized with
securities held by the Trust Department of the City’s depository bank in their name. All remaining deposits of
the City were adequately covered by federal depository insurance. All investments held by the City’s police
and fire pension trust funds were uninsured, unregistered and held by the Plans’ brokerage firms, who are also
the counterparty for these particular securities.

NOTE 6 — RECEIVABLES (NET)

The City’s accounts receivable at September 30, 2005, consist of the following:

Governmental Activities:
General Fund:

Delinquent taxes receivable ..o $ 47,567
Accounts receivable-franchise/utility service payments......... 215,443
Lien collections receivable .........oovveoeeeieieeeeeeee e 47 556
Employees purchase program ...........ccoceoevnenenenencneineenns 7,846
Other miscellaneous receivables..........ccooceevevviiicvceeee s, 21,108
339,520
Less allowance for doubtful accounts..........ccccoevvviiviennnnne. (36,967)
Total General Fund accounts receivable, net.........cccccccveeevnnnns 302,553

Special Revenue Fund:
Stormwater Drainage Fund:

ACCOUNTS FECRIVADIE ...t 66,743

Less allowance for doubtful accounts............cccceevrvninnne. (8,940)
Total special revenue fund accounts receivable, net ................. 57,803
Total governmental activities accounts receivable, net............. $ 360,356

Business-Type Activities:
Water and Sewer Fund:

Billed accounts receivable .........cceovvveiiiiiiiie e $ 367,662
Unbilled accounts receivable ...........ocovevveeieie i, 103,175
Solid Waste Fund:
Billed accounts receivable .........ccccocvveiciiiiiee e 158,571
Unbilled accounts receivable ...........ccovvvvvevciei e, 47,944
677,352
Less allowance for doubtful accounts..........c.ccccoevvvvevvivennne. (125,900)
Total business-type activities accounts receivable, net........... $ 551,452
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NOTE 7 - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The outstanding balances between funds result mainly from the time lag between the dates reimbursable
expenditures occur, when transactions are recorded in the accounting system, and when payments between
funds are made.

Individual fund short-term interfund receivables and payables expected to be repaid within the next fiscal year
at September 30, 2005, are as follows:

Due Due
Fund From To
Governmental Activities:
General Fund:
Law Enforcement TruSt........ccccovvveercevieinicie e $ 240 -
Community Development Block Grant.............cccccceueeee. 47,044 -
SOOI WASLE ... 3,491 225,569
Community Redevelopment Fund:
CRA Capital Projects ........ccoovevvieiieieniee e - 26
Law Enforcement Trust:
General FUNd ..o - 240
Community Development Block Grant:
General FUN ......ovviieie e - 47,044
CRA Capital Projects:
Community Redevelopment Fund.............cccooovninincnnne. 26 -
Business-Type Activities:
Solid Waste:
General FUNd ... 225,569 3,491
TOLAIS .. $ 276,370 276,370

Transfers occur to move revenues from various funds to debt service funds as debt service principal and
interest payments become due and to move funds to finance various programs, provide grant matching funds,
or to subsidize operations that the City must account for in other funds in accordance with budgetary
authorizations.

Interfund transfers between the City’s governmental and business-type funds during the fiscal year ended
September 30, 2005, are as follows:
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Transfer Transfer
Fund To From
Governmental Activities:
General Fund:
Local Law Enforcement Block Grant...........cc..c....... $ 1,942 -
Law Enforcement TruSt.........coovveevieeiiie i 3,768 1,023
Holly Hill Police EXplOrers..........cccocvvvveveiecvcinennnnn, 1,258 -
Capital Projects.......cccoveiiiiiieiiceeie e se e 200,000
Community Development Block Grant..................... - 13,145
Water and SEWET .......coovviiiiiieiieecee et - 450,000
o] Lo A ) (S - 303,000
Community Redevelopment Trust Fund:
CRA DEDBEt SEIVICE ....uvviiviiiiie e, 196,013 -
Local Law Enforcement Block Grant:
General FUN .......coooovveiiie e - 1,942
Law Enforcement Trust:
General FuNd .......cccooooveeiiiic e 1,023 3,768
Holly Hill Police Explorers:
General FUNd .......cccoooveiiiii e - 1,258
CRA Debt Service:
Community Redevelopment Trust Fund .................. - 196,013
Community Development Block Grant:
General FUN .......cccooovee i 13,145 -
Stormwater Drainage:
DEDt SEIVICE ..ot 267,342 -
Debt Service:
Water and SEWET ......coovvvvieiiiiiee e - 42,000
Stormwater Drainage..........cccoovveveveenieseeiese e - 267,342
Capital Projects:
GENEIAl ..o - 200,000
Totals - governmental activities ...........cccccevvevennenn. $ 684,491 1,479,491
Business-type Activities:
Water and Sewer:
GBNEIAL ..ot $ 450,000 -
DEDL SEIVICE ...t 42,000 -
SONA WAASEE ...ttt - 65,300
Solid Waste:
GENETAL .o 303,000 -
Water and SEWET ......cceeivveieeiirieee e 65,300 -
Totals - business-type activities ..........cccvevrerenne. 860,300 65,300
Totals - all aCtiVItIES .....cvveeeiviiiee e $1,544,791 1,544,791
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NOTE 8 - CAPITAL ASSETS

A summary of the capital assets activity for the year ended September 30, 2005, is as follows:

Balance Balance
09/30/04 Addition Deletions 09/30/05
Governmental activities:
Capital assets not being depreciated:
Land...cooieieececece e $ 1,950,539 - - 1,950,539
Construction work in progress.................... 4,777,357 354,715 (144,706) _ 4,987,366
Total capital assets not being depreciated .. _ 6,727,896 354,715 (144,706) _ 6,937,905
Capital assets being depreciated:
BUIlAINGS.....coieieiieeeee e 4,257,030 222,829 - 4,479,859
Improvements other than buildings............ 2,065,279 220,462 - 2,285,741
Machinery and equipment ............c.cccceuenee. 3,027,050 149,247 (53,664) 3,122,633
INFrastruCture ......ccccovveveee e 7,731,473 359,289 - 8,090,762
Total capital assets being depreciated......... 17,080,832 951,827 (53,664) 17,978,995
Less accumulated depreciation for:
BUIlAINGS.....coiiieiiieeeee e (815,610) (86,148) - (901,758)
Improvements other than buildings............ (729,727) (78,430) - (808,157)
Machinery and equipment ............cccccceenne. (1,769,242)  (247,819) 50,096  (1,966,965)
INFrastruCture ......ccovvvvveee e (3,739,617) (237,310) - (3,976,927)
Total accumulated depreciation.................. (7,054,196) (649,707) 50,096 _(7,653,807)
Total capital assets being depreciated, net.. 10,026,636 302,120 (3,568) 10,325,188
Governmental activities capital assets, net. $16,754,532 656,835 (148,274) 17,263,093
Business-type activities:
Capital assets not being depreciated:
LaNd. .o $ 154,739 - - 154,739
Construction work in progress...........cceevee.. 238,822 1,014,002 (1,094,573) 158,251
Total capital assets not being depreciated .. 393,561 1,014,002 (1,094,573) 312,990
Capital assets being depreciated:
BUIIAINGS....ooeiiieieeeeee e 10,899,747 - - 10,899,747
Improvements other than buildings............ 12,125,720 622,389 (10,371) 12,737,738
Machinery and equipment ..........c.c.ccceeueenee. 7,032,055 472,183 - 7,504,238
Total capital assets being depreciated......... 30,057,522 1,094,572 (10,371) 31,141,723
Less accumulated depreciation for:
BUIIAINGS....ooveieieieceeeee e (4,734,872) (221,583) - (4,956,455)
Improvements other than buildings............ (4,265,182) (417,440) 6,181 (4,676,441)
Machinery and equipment ..........c.c.ccceeueenee. (3,872,272) (286,126) - _(4,158,398)
Total accumulated depreciation.................. (12,872,326) (925,149) 6,181 (13,791,294)
Total capital assets being depreciated, net.. 17,185,196 169,423 (4,190) 17,350,429
Business-type capital assets, net................. $17,578,757 1,183,425 (1,098,763) 17,663,419
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Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General gOVEINMENT ........cccvviieiieie e $ 62,655
PUDBIIC SAfELY ..o 131,571
TranSPOrtation ........ccccveieeiiieeieere e s see e 182,910
ECONOMIC ENVIFONMENT.....cciieiiieeieieete et 1,381
Physical environment ..........ccccoovvvie i 128,313
CUUIe/rECrEatioN. ........vveee et 142,877
Total depreciation expense - governmental activities .......... $ 649,707
Business-type activities:
Water and SEWET FUNG .....oveeeeeeeeeee et $ 921,083
Solid Waste FUNG .......coeeeeiiieiec et 4,066
Total depreciation expense - business-type activities........... $ 925,149

NOTE 9 - LONG-TERM DEBT
Governmental Activities

The City has entered into several long-term debt obligations where it pledges specific income streams or
income derived from the acquired or constructed assets to pay debt service. During the current year, proceeds
of $6,331,000 were received to finance construction projects to expand the City’s primary stormwater
management and collection facilities under loans from the Florida Department of Environmental Protection
State Revolving Fund loan program.

The City’s revenue obligations outstanding at September 30, 2005 are summarized as follows:
Revenue Notes Payable:

Promissory notes payable to the State of Florida, Department of
Environmental Protection-Clean Water State Revolving Fund
Loan Agreement - 3.27% construction loan ($353,840) dated
January 30, 2001; 3.16% loan ($884,371) dated September 10,
2001; 2.12% loan ($1,459,241) dated July 24, 2002; 1.99%
loan ($2,601,357) dated June 24, 2003, in the aggregate amount
of $5,298,810 for local stormwater pollution control and
drainage improvements, with combined total payments of
$176,808, due semi-annually, on January 15 and July 15,
commencing on January 15, 2005 through 2023; secured with
stormwater management service charges ($235,396
currently payable) ... $5,182,141
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Promissory notes payable to Sun Trust Bank of Volusia County:
4.35% Community Redevelopment Agency (CRA)
Redevelopment Revenue Note, Series 2005 dated
May 2, 2005; $235,234 due semi-annually through 2026;
unsecured ($185,239 currently payable) .........ccccccvevevevennane. $ 6,331,000
4.84% Utility Service Tax Revenue Note, Series 1998A, dated
April 14, 1998; $58,775 due semi-annually through 2008;
secured by utility service tax revenues ($117,550 currently

PAYADIE) ... 397,886
Total revenue notes payable........ccccccevevvviiiieiie v, 11,911,027
Less: CUIrent MAtUFITIES ....vvcveecie e (561,761)
Governmental activities long-term revenue note debt.......... 11,349,266

Long-term portion of obligation for compensated absences
payable by the City’s General Fund (net of $85,168 in
amounts currently payable) ..o 679,079

Total governmental activities long-term debt....................... $ 12,028,345

A summary of changes in the City’s governmental activities long-term debt for the year is as follows:

Balances Balances
09/30/04 Additions Deletions 09/30/05

Notes payable:
Florida Department of Environmental
Protection-Clean Water State

Revolving Fund Loans .........cccceeevveenee. $5,182,243 252,694 252,797 5,182,140
Sun Bank of Volusia County:
5.30% promissory Note.........cccovevverevenen. 32,408 - 32,408 -
4.84% Utility Service Tax Revenue
Note, Series 1998A .........ccevviireennn 515,437 - 117,550 397,887

4.53% CRA Redevelopment Revenue

Note, Series 2005.........cccoorvvriervrernene - 6,331,000 - 6,331,000
Compensated abSENCeS.........cccevverivrrvesireeieeennn 651,608 363,775 336,304 679,079
TOtalS oo $6,381,696 _ 6,947,469 739,059 12,590,106
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Aggregate debt service requirements to maturity on governmental activities long-term debt obligations are as
follows:

Fiscal FDEP SunTrust SunTrust

Year SRF Loan 4.53% 4.84% Total
September 30, 2006 .........ccecveveerinnnn $ 353,616 469,161 157,373 980,150
September 30, 2007 .....c.ccccvvvvevievnenn 353,616 470,469 157,372 981,457
September 30, 2008 .........cccocevevievinenne 353,616 470,469 110,513 934,598
September 30, 2009 ........cceevevievinenn 353,616 470,469 - 824,085
September 30, 2010 .......ccceevvevieinnnnn 353,616 470,469 - 824,085
September 20, 2011-2015.................... 1,768,082 2,352,343 - 4,120,425
September 30, 2016-2020..................... 1,768,082 2,352,343 - 4,120,425
September 30, 2021-2025..................... 1,060,849 2,352,343 - 3,413,192
September 30, 2026-2030.................... - 470,469 - 470,469
Total v 6,365,093 9,878,535 425,258 16,668,886
LesS: INtEresSt .....ovvvveeeviieiec e (1,182,952) (3,547,535) (27,372) (4,757,859)
Net amouUNt.........ccceeeeveieee e $5,182,141 6,331,000 397,886 11,911,027

Under the terms of its revenue note obligations, the City has agreed to maintain certain restricted funds and to
comply with the covenants contained in such agreements which require specific actions to be taken by the City.
The resolution also provides that monies on deposit in the various accounts may be invested in permitted
investments, the definition of which includes various securities backed by the full faith and credit of the U.S.
Government or its agencies, depository accounts fully insured by the Federal Deposit Insurance Corporation or
the Federal Savings and Loan Insurance Corporation, commercial paper, money market funds, and bankers’
acceptances meeting requirements defined in the bond resolution, units of participation in the Local
Government Surplus Funds Trust Fund, and any other investments allowed by Florida law.

Business-Type Activities

The City’s business-type activities (Water and Sewer Utility Fund) long-term debt consists of the following as
of September 30, 2005:

Water and Sewer System Refunding Revenue Bond, Series 2002-

2.00% to 5.00%, due serially t0 2022 ...........cccevervevenieiieereseeieniens $ 12,515,000
Less: CUrrent MAtUFILIES .....ccecvrierieieeie e (530,000)
Long-term revenue bonds payable............ccooviiniiinineiees 11,985,000
Plus: unamortized debt premium ... 3,596
Less: deferred amount on advance refunding ...........cc.ccoeveneieinenns (1,139,292)
Net long-term bonded debt ...........ccoveieiiiiiis 10,849,304
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State of Florida, Department of Environmental Protection-Clean
Water State Revolving Fund Loan Agreement-3.11% construction
loan for wastewater infiltration and inflow correction project,
dated July 28, 1998, in the amount of $2,647,500, due semi-

annually beginning June 2001 through December 2020................... $ 2,010,318
Less: current MatUrities ........cccoveevieiieeiee e e s (98,682)
Net long-term note payable.........ccccccvviiieiic e, 1,911,636
Total long-term bonded debt and note payable-net ............ccccceeneee. 12,760,940

Long-term portion of obligation for compensated absences
payable by the City’s Water and Sewer Fund (net of $18,945 in

amounts currently payable) ... 145,891
Total business-type activities long-term debt .........c..cccocvvevieiinnnns $12,906,831

A summary of changes in the City’s business-type activities long-term debt for the year is as follows:

Balances Balances
09/30/04 Additions Deletions  09/30/05

Water and Sewer System Refunding

Revenue Bond, Series 2002.................. $ 13,030,000 - 515,000 12,515,000
Note Payable - Florida Department of

Environmental Protection-Clean Water

State Revolving Fund Loan ................. 2,106,001 - 95,683 2,010,318
Obligation for compensated absences ........ 136,367 81,774 72,250 145,891
TOtalS oo $15,272,368 81,774 682,933 14,671,209

The annual debt service and mandatory term bond amortization requirements to maturity are as follows:

Fiscal Year Bond Note Total
September 30, 2006 ........c.ccceeveiieviieee e $ 1,074,606 160,442 1,235,048
September 30, 2007 ......ccoovviieiieiece e 1,078,706 160,442 1,239,148
September 30, 2008 ..........ccccoveiieiiieee e 1,076,656 160,442 1,237,098
September 30, 2009 ........cccceviiieiee e 1,076,882 160,442 1,237,324
September 30, 2010 ......cccovviveiieiee e 1,075,821 160,442 1,236,263
September 30, 2011-2015......ccccceivivieieciece e, 5,387,421 802,209 6,189,630
September 30, 2016-2020 .........ccccoveveveeienieeeerenen, 5,376,382 802,209 6,178,591
September 30, 2021-2025.........cccccvvveveieeie e 2,156,500 160,442 2,316,942
Total requIreMents .......cccvecveveere e 18,302,974 2,567,070 20,870,044
LESS: INEEIESE ..eeeeieeeee ettt (5,787,974) (556,752) (6,344,726)
NEE AMOUNT.....eee ittt e e $12.515,000 2,010,318 14,525,318
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The authorization for the Water and Sewer System Refunding Revenue Bonds, Series 2002 (the “Series 2002
bonds”) provides that the City will not issue additional obligations unless they are payable on a parity with the
Series 2002 bonds and only upon the conditions and within the limitations of the authorizing resolution. The
bonds are payable from and secured by a first lien upon and pledge of the net revenues derived from the
operation of the City’s water and sewer system. The bonds do not constitute general indebtedness of the City,
and the City is not obligated to levy any taxes for the payment thereof.

Under the terms of its bond resolution and revenue note obligations, the City has agreed to maintain certain
restricted funds and to comply with the covenants contained in such agreements which require specific actions
to be taken by the City. The resolution also provides that monies on deposit in the various bond accounts may
be invested in permitted investments, the definition of which includes various securities backed by the full
faith and credit of the U.S. Government or its agencies, depository accounts fully insured by the Federal
Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation, commercial paper,
money market funds, and bankers’ acceptances meeting requirements defined in the bond resolution, units of
participation in the Local Government Surplus Funds Trust Fund, and any other investments allowed by
Florida law.

The note payable to the State of Florida, Department of Environmental Protection, State Revolving Fund Loan
is secured by pledged revenues of the City; however, the lien on the pledged revenues is subordinate to the
right of payment and security to the Series 2002 bonds.

NOTE 10 - PENSION PLANS
General Employees - Defined Benefit Pension Plan

Plan Description. (Pre-01/01/96 general employees) The City contributes to the Florida Retirement System
(the “FRS”) of the State of Florida, a cost-sharing, multiple-employer public employee retirement system
created in December, 1970, that acts as a common investment and administrative agent for municipalities and
other qualifying political subdivisions in the State of Florida. The pension plan, which is administered by the
State of Florida, Department of Administration, Division of Retirement, provides retirement and disability
benefits and death benefits to plan members and beneficiaries. All retirement legislation must comply with
Avrticle X, Section 14 of the State Constitution and with Part V11, Chapter 121, F.S. Both of these provisions
require that any increase in retirement benefits must be funded concurrently on an actuarially sound basis. The
Florida Retirement System issues a publicly available financial report that includes financial statements and
required supplementary information for the plan. That report may be obtained by writing to Florida
Retirement System, Department of Administration, Division of Retirement, Cedars Executive Center, Building
C, 2639 North Monroe Street, Tallahassee, FL 32399-1560, or calling 850-488-5706.

Funding Policy. The FRS funding policy provides for required monthly employer contributions at actuarially
determined rates that, expressed as percentages of annual covered payroll are adequate to accumulate sufficient
assets to pay benefits when due. Level percentage of payroll employer contribution rates, established by state
law, are determined using the entry-age actuarial funding method. If an unfunded actuarial liability reemerges,
future plan benefit changes, assumption changes, and methodology changes are amortized within 30 years,
using level dollar amounts. Except for gains reserved for rate stabilization, it is anticipated future actuarial
gains and losses are amortized on a rolling 10% basis, as a level dollar amount.
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The City funded all required contributions to the plan for the fiscal years ended September 30, 2005, 2004, and
2003, which were $86,625, $90,677, and $70,284, respectively. There were no employee contributions made
during these years. The following is a summary of employer contribution percentages for qualifying
compensation paid to general participants/DROP participants in effect during each of the past three fiscal years
ended September 30, 2005, 2004, and 2003 by retirement plan periods:

Regular DROP
Employees Employees

From July 1, 2002 to June 30, 2003..........cccccevvvenenne. 5.76% 9.11%
From July 1, 2003 to June 30, 2004..........c.ccoevvennnne. 7.39% 9.11%
From July 1, 2004 to June 30, 2005.........cccccevvvennenne. 7.39% 9.11%
From July 1, 2005 to September 30, 2005.................. 7.83% 9.33%

General Employees - Defined Contribution Plan

The City contributes to the Florida Municipal Pension Trust Fund, a defined contribution plan which is
administered by Florida League of Cities, Inc., P. O. Box 1757, Tallahassee, FL 32302-1757. Under
Resolution No. 61 and Ordinance No. 2417, as amended, the City established this plan for all full time
employees hired on or after January 1, 1996 by revoking its participation in the Florida Retirement System
pursuant to Chapter 95-338, Laws of Florida with respect to such employees.

The City, as the sponsoring employer, is responsible for amending pension provisions and contribution
requirements for the plan. The plan was amended during the year to include recent income tax law provisions
applicable to employee benefit plans that were applicable to the plan. The City has the power to amend plan
provisions at any time.

All gqualified employees at least 18 years of age become eligible to participate in the plan on the first date of the
month following the date of employment. Employees voluntarily contribute to the plan. If employees
contribute 2% or more to the plan, the city contributes 10% to the plan. To accommodate both employer and
employee contributions the City utilizes a Section 457(b) deferred compensation plan to receive employee
contributions and a Section 401(a) plan to receive employer contributions.

Employees immediately vest in the elective deferral contributions made to the Plan. For bargaining unit
employees, a graded vesting schedule for employer contributions provides for 100% vesting after 10 years of
service. Non-bargaining unit employees are 100% vested after one completed year of service to the City. The
vested portions of the accounts or contributions to the plan are available to the participants immediately upon
termination of service. Normal retirement benefits are available upon attaining age 60. The plan does not
provide for an early retirement date prior to the normal retirement date of age 60.

The required employer contributions to the Plan for the fiscal years ended September 30, 2005, 2004, and 2003
were $104,551, $79,974, and $45,362, respectively. Employee contributions to the Plan for the fiscal years
ended September 30, 2005, 2004, and 2003 were $91,589, $81,431, and $58,514, respectively.

As a part of the plan, account forfeitures are accumulated to offset the cost of future City contribution
requirements. For the year ended September 30, 2005, accumulated plan forfeitures totaling $38,697 were
used to offset current year funding requirements. At September 30, 2005, cumulative plan forfeitures totaled
$5,473, all of which may be used to reduce the City’s portion of its subsequent years’ contribution
requirements.
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Police Officers and Firefighters - Defined Benefit Pension Plans:

Plan Description. The City maintains and administers separate single-employer pension plans for all eligible
police officers and firefighters, which assets are included in the Municipal Police Officers' Retirement Trust
Fund (the "Police Plan") and Municipal Firefighters’ Pension Trust Fund (the "Fire Plan"). Both Plans issue
publicly available stand-alone financial reports that include financial statements and required supplementary
information for the plans. The Police Plan report may be obtained by writing to City of Holly Hill, Florida
Police Officers’ Retirement Trust Fund, Post Office Box 251485, Holly Hill, FL 32125 or calling (386) 248-
9475. The Fire Plan report may be obtained by writing to City of Holly Hill, Florida Firefighters’ Retirement
System Pension Trust Fund, 1065 Ridgewood Avenue, Holly Hill, FL 32117-2898 or calling (386) 248-9473.

All certified police officers and firefighters are eligible to participate in the respective systems after
employment. Benefits vest with eligible employees after ten years of participation. The funding methods and
the determination of benefits payable are provided in the various acts of the Florida Legislature, which created
the funds, including subsequent amendments thereto. More information relating to the funding methods,
determination of benefits, and permissible investments for the Police Plan and the Fire Plan can be found in
Chapters 185 and 175, Florida Statutes, respectively. These statues provide, in general, that funds are to be
accumulated from employee contributions, City contributions, State appropriations and income from
investments from accumulated funds. The act also provides 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 two funds are administered, managed, and operated by their
respective boards of trustees using the services of the City staff, local financial institutions, and third-party
fund custodians.

Full-time, uniformed police officers are eligible to participate in the Police Plan upon employment by the City.

Full-time, uniformed firefighters are eligible to participate in the Fire Plan upon employment with the City.
Employees vest with full benefits after 10 years of service. Normal retirement occurs for police officers at the
earlier of age 55 and 10 years of credited service or 20 years of credited service regardless of age but no earlier
than age 55 for vested terminations. Normal retirement for firefighters occurs at age 50. An independent
actuary appointed by the Board of Trustees actuarially determines benefits to be paid to retirees.

Current membership in the pension plans is composed of the following:

Police Fire
Plan _Plan
Participant data as of October 1, 2004, the
date of the most recent actuarial valuation:
Retirees and beneficiaries currently
receiving benefits.......c.ccovvvivciiiiicnecnnn, 11 6
Vested terminated employees ...........cccue...... 0 1
Active employees:
Fully vested... ....cocooevviieiir e, 8 0
NONVESLEd ..... ceveevviiiciee e, 14 14
Total participants .........cccceveveiveveieee e 33 21
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Summary of Significant Accounting Policies of the Plans. The accrual basis of accounting is utilized in
presenting the pension trust funds combining balance sheet and combining statement of revenue, expenses and
changes in fund balance. Plan receivables are short term and consist of contributions due from the City, State
and/or from plan members. Plan liabilities would generally include benefits due to plan members and
beneficiaries and accrued investment and administrative expenses and are recognized when due and payable in
accordance with the terms of the Plans. The difference between total plan assets and total plan liabilities at the
reporting date are captioned net assets held in trust for pension benefits reserved for employees’ pension
benefits and represent the net assets held in trust for pension benefits.

Investments are reported at fair value and are managed by third party money managers. Investments that do
not have an established market are reported at estimated fair value. Performance reporting, administrative
expenses and the City’s asset valuation are based on the custodians’ determination of value.

Contribution Requirements and Contributions Made. The City provides contributions to the Police Plan and
Fire Plan under the authority of Chapters 185 and 175, Florida Statutes, respectively and pursuant to City
ordinances. Employees covered under the plans are required to make contributions of 11.2% [Police Plan] and
10.0% [Fire Plan] of their compensation. The City is required to contribute the remaining amounts necessary
to fund the Plans based on the funding amounts determined by the Plans’ actuaries.

The City has adopted GASB Statement No. 27 on pension accounting and reporting. This statement requires
the computation of a net pension obligation (NPO) or asset which would result if the City’s contributions to the
pension funds did not equal the annual pension cost as computed by the plan actuaries. During the current
year, the City evaluated both plans to determine the net pension obligation or assets at the end of 2004.
The City’s annual pension cost and net pension obligations to the Police and Fire Plans were as follows:

Municipal Police Officers' Retirement Trust Fund

Actuarial ~ Percentage Net
Determined of ADC Pension
Fiscal Year Ending .........ccoceeevevvenenne Contribution Contributed Obligation
09/30/2004........cocvieiieeeiieeie e $ 125,473 100.0% $ 0
09/30/2003........cociieiiieeiie e 14,537 100.0% 0
09/30/2002........coceieiiieiiie e 25,404 100.0% 0

The actuarially determined contribution is reduced by funds received from the State of Florida that are required
to be deposited directly into the Plan as stipulated by Ch. 185, F.S. For the past three years the City has not
had to contribute to the Municipal Police Officers’ Retirement Trust Fund above the amount covered by the
State of Florida Casualty Insurance Premium Tax monies.

Municipal Firefighters' Pension Trust Fund

Actuarial Percentage Net
Determined of ADC Pension
Fiscal Year Ending .........ccoceeevvvveeenne Contribution  Contributed Obligation
09/30/2004........cocovieiiieciie e $ 89,132 109% $ (60,289)
09/30/2003........cocvieiriieciie e 74,407 100% (54,885)
09/30/2002........cocvieiriieiiie i 69,527 100% (55,776)
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The Fire Plan has been subject to the minimum funding standards since the adoption of the “Florida Protection
of Public Employee Retirement Benefits Act” (part V11, Chapter 112, Florida Statutes) in 1980. Accordingly,
the City 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 is $-0-.

The development of the Net Pension Obligation (NPO) in the Fire Plan through October 1, 2004 is as follows:

09/30/02 09/30/03 09/30/04

Actuarially determined contribution. $ 69,527 74,407 89,132
Interest on NPO ........ccocvvivvivciieins (4,251) (4,183) (4,116)
Adjustment .........ccccoeeviiiiieiec, 5,157 5,074 6,508
Annual Pension CoSt...........coceeuvvvee. 70,433 75,298 91,524
Contributions made ..........ccoveeeenneen. 69,527 74,407 96,928
Increase in NPO........ccccevveiveieennnne 906 891 (5,404)
NPO - beginning of year .................. (56,682) (55,776) (54,885)
NPO - end of year........cccoceeevvenennnne $ (55,776) (54,885) (60,289)

The above negative pension obligation has been included in the accrual-based government-wide statements of
net assets and activities, as required.

The actuarial valuations for both plans were prepared in accordance with GASB Statements No. 25 and 27.
Significant actuarial assumptions used in the valuations for each plan are as follows:

Police Fire
Plan Plan
Contribution rates as of 09/30/04:
City (employer) ......ccccovevviviviveiierecieeniene 5.4% 15.6%
City for Members.......ccccoveveveveeveeiininnns 8.0% 0.0%
Plan Members.........cccooevvevieiiineneeneeninens 11.2% 10.0%
Annual pension COSt .........c.cceevvevvrereireirerennas $125,473 $91,524
Contributions Made ......ccvevveeeeeeeeeeeeeee e, $151,516 $96,928
Actuarial valuation dates..........c.cccceevevvnenen. 10/01/02 10/01/02
Actuarial cost method..........c..ccccoivviiinnnnne, Entry Age Normal Aggregate
Amortization method..........cccocceveeevivecivveeenenn, Level Percent of Pay, Closed N/A
Remaining amortization period ..................... 30 Years (as of 10/1/02) N/A
Asset valuation method ............ccccceveiinnnnene 4yr. Smoothed 4yr. Smoothed
Market Market
Actuarial assumptions:
Investment rate of return..........c.ccccceeenee. 8.0% 7.5%
Projected salary increases *.........c.c.ccoeueune 6.0% 5.0%
*Includes inflation at............c.cccceeevevnenen. 3.0% 2.5%
Cost of living adjustments..........cccccceenee 0.0% 0.0%

N/A - The amortization method and period are not applicable for this plan since the Aggregate
Actuarial Cost Method does not identify or separately amortize unfunded actuarial liabilities.
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Related Party Transactions. The City held no securities which were included in the assets of the Police Plan or
Fire Plan.

Required Supplementary Information. The required supplementary information pursuant to GASB No. 25 is
contained in Schedules 1 and 2 presented immediately following these notes to the financial statements.

NOTE 11 - DEFERRED EMPLOYEE BENEFITS

The City offers its City Manager participation in a Money Purchase Plan and Trust, created in accordance with
Section 401(a) of the Internal Revenue Code. The assets of this plan are administered by the International City
Managers Association Retirement Corporation. Upon separation from service for reasons of death, disability
or attainment of age 59'% (normal retirement age) the participant may elect to commence receiving benefits
which equal accumulated employers' contributions plus earnings thereon. All benefits vest with the employee
at the date of contribution. The City contributes 14.26% of the participant’s salary to the Plan. For the year
ended September 30, 2005, the City’s covered payroll was $92,386 and contributions were $17,067.

The City also offers an alternative Section 457 plan to accommodate supplemental employee elective deferrals
for employees covered in the City’s defined benefit plans. The assets of this plan are also administered by the
International City Managers Association Retirement Corporation. Supplemental employee contributions to the
Plan for the fiscal year ended September 30, 2005 totaled $58,202.

NOTE 12 - LEGAL MATTERS

The City is engaged in routine litigation incidental to the conduct of their respective business and municipal
affairs. In the opinion of their Counsel, no legal proceedings are pending against them, not covered by
insurance, which would inhibit their ability to perform their operations or materially affect their financial
condition.

NOTE 13 - COMMITMENTS

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,
principally the federal and state governments. Any disallowed claims, including amounts already collected,
may constitute a liability of the applicable fund(s). The amount, if any, of expenditures from current or prior
years which may be disallowed by the grantor cannot be determined at this time although the City expects such
amounts, if any, to be immaterial.

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters, all of which is satisfactorily insured by general
liability insurance. Commercial insurance policies are also obtained for all other risks of loss, including
workers’ compensation and employee health and accident insurance. Settled claims resulting from these risks
have not exceeded commercial insurance coverage in any of the past three years.
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REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Schedule 1

Actual
Original Final Amounts Variance
Revenue:
Taxes:
General property taxes:
Current ad valorem taxes .........cceeeeeveuveen. 1,533,300 1,563,400 1,563,389 (1)
Delinquent ad valorem taxes ................... 20,000 8,000 17,045 9,045
Local option gas tax .......cccceeveevervrennierenne 155,000 168,000 172,482 4,482
2nd Local option gas taX .......cc.cceveveeerennens 120,000 122,000 124,338 2,338
Franchise taxes .......ocoveveivvieie i 671,200 671,200 737,798 66,598
Utility service taxes .......cccocceovevereeieennnennn. 1,368,500 1,373,000 1,366,428 (6,572)
Total taXeS .vvvveivveieeiceee e 3,868,000 3,905,600 3,981,480 75,880
Licenses and permits:
BUSINESS ..., 175,000 175,000 174,461 (539)
NONDUSINESS .....evveeeiitiiee et 93,500 187,900 110,528 (77,372)
Total licenses and permits .................. 268,500 362,900 284,989 (77,911)
Intergovernmental Revenue:
Federal Grants:
Department of Justice .........cc.ccoecvrvennne, 15,000 15,000 15,000 -
Department of Homeland Security........... - 14,600 225,569 210,969
Department of Environmental
Protection.......coovovieii i, - 75,000 - (75,000)
State Shared Revenues:
State revenue sharing proceeds ............... 339,700 390,000 438,989 48,989
Mobile home licenses ........cccoeevvvveveeinnnn, 17,000 17,000 17,095 95
Alcoholic beverage licenses .................... 7,000 7,000 7,631 631
Local government half-cent sales tax ...... 662,300 662,300 700,190 37,890
Motor fuel tax rebate ........ccoeevevvcvireinnnn, 300 300 415 115
Firefighters' supplemental revenue ......... 1,000 1,000 813 (187)
Other Shared Revenues:
Other local grants..........ccoceeeevcviveiennneen - 7,000 3,690 (3,310)
County shared revenues ..............ccoceeuee. 13,000 14,800 18,298 3,498
Total intergovernmental revenue ....... 1,055,300 1,204,000 1,427,690 223,690
Charges for services:
General government .........cccccoveveeeneinennnne 9,400 10,400 11,642 1,242
Public safety ......ccooveeiiieeieee 5,500 5,500 3,535 (1,965)
TransSportation ..........cccceeeevveieereseeienennes 51,400 58,000 54,779 (3,221)
Culture/recreation ...........cceeveveevvvireeviiinenn, 82,000 82,000 79,037 (2,963)
Total charges for services .................. 148,300 155,900 148,993 (6,907)
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BUDGETARY COMPARISON SCHEDULE

GENERAL FUND - (Continued)

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Actual
Original Final Amounts Variance
Fines and forfeitures:
COUIt CASES ....vveeeevereii et $ 63,500 39,000 34,912 (4,088)
Local ordinance violations ............ccc.couee... 2,500 1,300 1,100 (200)
Total fines and forfeitures .................. 66,000 40,300 36,012 (4,288)
Miscellaneous Revenues:
Interest €arnings .......ccoocveverereeiene e 50,000 53,000 62,277 9,277
Sale of fixed aSSets ......ccovvevvvviee i, 20,500 49,000 35,593 (13,407)
Contributions and donations ............cc........ 4,500 12,000 13,714 1,714
Miscellaneous revenuES .........ccceeeevevvereenne. 42,000 36,500 51,979 15,479
Total miscellaneous revenue .............. 117,000 150,500 163,563 13,063
Total reVENUE ......cevveeeeeieeee e, 5,523,100 5,819,200 6,042,727 223,527
Expenditures:
General Government:
Legislative:
Personal SErviCes .......cccoocvveeevviiieeiiiieeens 38,700 40,000 38,582 1,418
Operating expenditures ...........cccoceeeeeneene. 57,100 57,200 55,038 2,162
95,800 97,200 93,620 3,580
Executive:
Personal SErVICES ......vevvveveeiieiciiieeeeeiine 390,800 396,900 381,701 15,199
Operating expenditures ...........cccoceeeennene. 52,000 45,900 38,236 7,664
442,800 442,800 419,937 22,863
Financial and Administrative:
Personal SErviCes ........ccovcvvveeivveieeiiiieeens 500,500 498,100 470,871 27,229
Operating expenditures ...........cccoceeeennene. 335,700 350,800 274,123 76,677
836,200 848,900 744,994 103,906
Other General Government:
Personal SErviCes ........ccoocvveeeivveieeiiiieeens 28,500 27,500 26,047 1,453
Operating expenditures ..........cccoceeevennene. 67,500 61,100 157,093 (95,993)
Capital outlay .......cccoovvveiiiiiiireeee 34,300 20,300 19,875 425
Grants and aids ......cccceoveveeeeiviiee e 149,100 140,100 24,909 115,191
279,400 249,000 227,924 21,076
Total general government .................. 1,654,200 1,637,900 1,486,475 151,425
Public Safety:
Law Enforcement:
Personal SErVIiCES ......ccvvvvveveeiiieciieiieeeeeiine 1,656,400 1,653,200 1,586,687 66,513
Operating expenditures ...........cccoceeeveneene. 291,100 318,700 310,875 7,825
Capital outlay .......ccooovvveiiiiieicceeee 50,900 54,300 54,276 24
1,998,400 2,026,200 1,951,838 74,362
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For the Fiscal Year Ended September 30, 2005
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Actual
Original Final Amounts Variance
Fire Protection:
Personal SErVICES .....cvvvvveveeiieeciiiieeeeeiine $ 1,063,900 1,085,500 1,066,395 19,105
Operating expenditures ..........cccoceeveneene. 155,000 139,600 126,844 12,756
Capital outlay .......cccoovvveiiiiiiiieeee 18,300 14,800 14,773 27
1,237,200 1,239,900 1,208,012 31,888
Building Inspection:
Personal SErVICES ......ccvvvvvvveeiieeciiiieeeeeiine 242,100 229,800 223,818 5,982
Operating expenditures ...........cccoceeeeneene. 117,400 103,200 94,459 8,741
Capital outlay .......cccoovveveiiiiii e 3,200 2,800 2,774 26
362,700 335,800 321,051 14,749
Total public safety ........ccccoecvveveennne. 3,598,300 3,601,900 3,480,901 120,999
Transportation:
Road and Street Facilities:
Personal SErviCesS .......cccovcveeeevvviieeiiiieees 387,100 341,100 353,034 (11,934)
Operating expenditures ...........cccoceeeeeneene. 342,000 382,500 281,654 100,846
Capital outlay .......cccoovvveiiiiic e 201,900 201,900 76,562 125,338
Total transportation .............ccccceeuene.. 931,000 925,500 711,250 214,250
Culture/Recreation:
Parks:
Personal SErVICES .....cvvvvveveeiieeciieieeeeeiine 409,600 405,800 388,485 17,315
Operating expenditures ...........cccoceeeeneene. 201,300 319,400 293,789 25,611
Capital outlay .......ccooovvveiiiiii e 160,400 107,400 53,143 54,257
771,300 832,600 735,417 97,183
Recreation:
Personal SErVICES .....ccvvvvveveeiiieciiieeeeeiine 277,600 255,300 245,529 9,771
Operating expenditures ...........cccoceeveneene. 172,900 142,200 117,696 24,504
Capital outlay .......cccoovveveiiiiii e 10,400 10,400 7,688 2,712
460,900 407,900 370,913 36,987
Total culture/recreation ...........ccveee... 1,232,200 1,240,500 1,106,330 134,170
Debt Service:
Principal retirement:
General government ...........ccccecevvrrennnne 134,500 133,500 117,550 15,950
Public safety........ccoooevviiveiiieeeee, 44,400 44,400 32,409 11,991
178,900 177,900 149,959 27,941
Interest and fiscal charges:
General government ...........ccccocevvvnennnne 22,900 23,900 23,832 68
Public safety........ccoooevviieiiiieeee, 3,000 3,000 1,119 1,881
25,900 26,900 24,951 1,949
Total debt SEervice ......coccccevevveeeivcveeeenne 204,800 204,800 174,910 29,890

55
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BUDGETARY COMPARISON SCHEDULE
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Schedule 1

Actual
Original Final Amounts Variance
Total expenditures ..........cccceeveverennnne. $ 7,620,500 7,610,600 6,959,866 650,734
Excess of revenue over (under)
EXPENAITUIES ..o (2,097,400) (1,791,400) (917,139) 874,261
Other Financing Sources (Uses):
Opertaing transfers in...................c.oo.eee. 1,045,000 753,800 767,167 13,367
Opertaing transfers (out)........................ - (207,000) (206,968) 32
Appropriated fund balance.............cccccceoeene.e. 1,052,400 1,244,600 - (1,244,600)
Total financing sources (USeS) ............ 2,097,400 1,791,400 560,199 (1,231,201)
Net change in fund balance................. - - (356,940) (356,940)
Fund balance, beginning of year .................... 2,080,493 2,080,493 2,080,493 -
Fund balance, end of year ..........ccccceovvvieennene. $ 2,080,493 2,080,493 1,723,553 (356,940)
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BUDGETARY COMPARISON SCHEDULE
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For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Schedule 2

Actual
Original Final Amounts Variance
Revenue:
Taxes:
General property taxes:
Current ad valorem taxes ...........ccccceeveee. $ 198,700 202,000 202,130 130
Intergovernmental Revenue:
Shared revenues from other
local UNnits.......coovvieiiii 430,300 462,100 462,124 24
Miscellaneous Revenue:
Miscellaneous. ......covvvvve i - 10,000 400 (9,600)
Interest earnings .......ccoocveeerereerene e 3,000 6,000 19,486 13,486
Total revenue.........ccocoeevvieicciin, 632,000 680,100 684,140 4,040
Expenditures:
Economic Environment:
Personal SErviCes ........cccevvevevvcieieciviiieee e, 184,000 185,000 176,050 8,950
Operating expenditures ...........ccccceveveeennene 455,700 299,000 57,534 241,466
Capital outlay .......ccccevviiiiiiie e - - 98,693 (98,693)
Total economic environment ............. 639,700 484,000 332,277 151,723
Excess of revenue over (under)
EXPENTITUIES ..o (7,700) 196,100 351,863 155,763
Other Financing Sources (Uses):
Operating transfer (out)..............cccoeeen.. - (196,100) (196,013) 87
Appropriated fund balance.............c..ccocoeenee. 7,700 - - -
Total other financing sources
(USES) ..t e 7,700 (196,100) (196,013) 87
Net change in fund balance................. - - 155,850 155,850
Fund balance, beginning of year .................... 360,624 360,624 360,624 -
Fund balance, end of year ..........ccccceoevvreennene $ 360,624 360,624 516,474 155,850
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Schedule 3

Actual
Original Final Amounts Variance
Charges for Services:
Physical Environment:
Stormwater management fees ................. 671,300 676,000 674,491 (1,509)
Miscellaneous Revenue:
Interest earnings .......ccocceeevveeeeenesieerenenn 12,000 7,000 25,053 18,053
Total revenue..........cccooeevviiiiicnnn 683,300 683,000 699,544 16,544
Expenditures:
Physical Environment:
Personal SErVICeS ........oovevvveeeiiiiiieeeeeeen, 167,900 199,800 158,841 40,959
Operating expenditures ...........ccccceevereenee. 142,600 114,900 100,713 14,187
Capital outlay .........cccoovviiiiiiiiees 122,000 332,400 42,031 290,369
Total transportation .............ccccceee.... 432,500 647,100 301,585 345,515
Excess of revenue over (under)
EXPENItUIES. .....cveivriiiieec 250,800 35,900 397,959 362,059
Other Financing Sources (Uses):
Proceeds of long-term debt.............ccccoce.... - 252,700 252,694 (6)
Operating transfers in.......................... 140,800 - - -
Operating transfers (out)....................... (391,600) (330,600) (267,342) 63,258
Total other financing sources............ (250,800) (77,900) (14,648) 63,252
Net change in fund balance............... - (42,000) 383,311 425,311
Fund balance, beginning of year .................... 794,482 794,482 794,482 -
Fund balance, end of year ..........ccccceovvvreennnne 794,482 752,482 1,177,793 425311
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BUDGETARY COMPARISON SCHEDULE
COMMUNITY REDEVELOPMENT
AGENCY CAPITAL PROJECTS FUND
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Miscellaneous:
Interest arnings.........ccvcevveerveereeereeiesienenns $ - - 88,033 88,033
Total revenue.........ccoceeveveicicininn, - - 88,033 88,033
Expenditures:
Current:
Economic Environment:
Capital outlay..........cocoovvireiiiiicien - 192,000 86,783 105,217
Total expenditures........cc.ccoocevveeerennee. - 192,000 86,783 105,217
Excess of revenue over (under)
expenditures .........coeveeveeeeeneseeee - (192,000) 1,250 193,250
Other Financing Sources (Uses):
Proceeds from long-term debt.................. - 6,331,000 6,331,000 -
Bond iSSUe COSES. ... vvnieeie e - (8,000) (9,500) (1,500)
Reserve for contingency..............c.oeee. ... - (6,131,000) - 6,131,000
Total other financing sources.............. - 192,000 6,321,500 6,129,500
Net change in fund balance................. - - 6,322,750 6,322,750
Fund balances, beginning of year ................... - - - -
Fund balances, end of year ..........ccccccocveieirnens $ - - 6,322,750 6,322,750
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SCHEDULES OF FUNDING PROGRESS

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Schedule 5

Unfunded

(Assets in

Actuarial Excess of)

Accrued Unfunded AAL as a

Actuarial Liability (Assets in Percentage

Actuarial Value of (AAL) Excess of) Funded Covered of Covered
Valuation Assets Entry Age AAL Ratio Payroll Payroll
Date (@) (b) (b-a) (a/b) (©) ((b-a)lc)

Municipal Firefighters' Pension Trust Fund
10/01/2004  $ 2,154,101 $ 2,954,838 $ 800,737 72.90% $ 590,000 135.72%
10/02/2003 $ 2,120,170 $ 2,120,170 $ - 100.00% $ 466,503 0.00%
10/02/2002 $ 2,100,744 $ 2,100,744  $ - 100.00% $ 467,323 0.00%
10/02/2001  $ 2,089,520 $ 2,089,520 $ - 100.00% $ 402,803 0.00%
10/01/2000 $ 2,044,098 $ 2,044,098 $ - 100.00% $ 339,489 0.00%
10/01/1999  $ 1,964,236 $ 1,964,236 $ - 100.00% $ 381,325 0.00%
Municipal Police Officers' Retirement Trust Fund

10/01/2004  $ 5,164,093 $ 6,175,838 $ 1,011,745 83.62% $ 938,089 107.85%
10/02/2003  $ 5,267,378 $ 5805326 $ 537,948 90.73% $ 894,861 60.12%
10/02/2002  $ 4,997,881 $ 5922253 $ 924,372 84.39% $ 918,337 100.66%
10/02/2001 $ 4,610,473 $ 4,610473  $ - 100.00% $ 871,152 0.00%
10/01/2000 $ 5,500,526 ~ $ 6,064,771 $ 564,245 90.70% $ 744,912 75.75%
10/01/1999  $ 4,911,757 $ 5,060,316 $ 148,559 97.06% $ 870,214 17.07%

Source: Foster & Foster, Inc., Actuaries
Valuations dated 10/01/2004
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SCHEDULES OF CONTRIBUTIONS OF EMPLOYER AND OTHER

CONTRIBUTING ENTITIES

September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Schedule 6

Fiscal Annual

Year Required Employer State Total Percentage

Ended Contribution Contributions Contributions Contributions Contributed

Municipal Firefighters' Pension Trust Fund
09/30/2004 $ 125,005 $ 96,928 $ 35,873 * $ 132,801 106.24%
09/30/2003 $ 102,484 $ 74,407 $ 28,077 * $ 102,484 100.00%
09/30/2002 $ 97,604 $ 69,527 $ 28,077 * $ 97,604 100.00%
09/30/2001 $ 70,960 $ 60,875 $ 28,077 * $ 88,952 125.36%
09/30/2000 $ 70,054 $ 41,977 $ 28,077 * $ 70,054 100.00%
09/30/1999 $ 83,017 $ 55,985 $ 28,077 * $ 84,062 101.26%
* "Frozen" per Chapter 175, Florida Statutes, as amended
Municipal Police Officers' Retirement Trust Fund

09/30/2004 $ 197,098 $ 151,516 $ 71,625 $ 223,141 113.21%
09/30/2003 $ 75,278 $ 14,537 $ 60,741 $ 75,278 100.00%
09/30/2002 $ 71,017 $ 25,404 $ 51,038 $ 76,442 100.00%
09/30/2001 $ 5,651 $ - $ 45,613 $ 45,613 100.00%
09/30/2000 $ 26,549 $ - $ 45,177 $ 45,177 100.00%
09/30/1999 $ 12,003 $ - $ 48,760 $ 48,760 100.00%
Source: Foster & Foster, Inc., Actuaries

Valuations dated 10/01/2004
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COMBINING AND INDIVIDUAL FUND INFORMATION
AND
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NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds - are used to account for revenues derived from specific taxes or
other earmarked revenue sources that are legally restricted to expenditures for particular
purposes.

Law Enforcement Trust Fund - to account for the restricted revenues
received from the sale of confiscated property and for the expenditure of
the funds for restricted law enforcement purposes.

Holly Hill Police Explorers Fund - to account for the revenues and
expenditures of the police explorers youth activities.

Recreation Activity Fund - to account for the receipt and expenditure of
program funds authorized by the Youth Center Advisory Board.

Community Development Block Grant Fund - to account for the receipt
and expenditure of program funds from the Community Development Block
Grant program.

Local Law Enforcement Block Grant Fund - to account for the receipt
and expenditure of program funds from the Local Law Enforcement Block
Grant program.

Debt Service Fund - is created and used to account for the accumulation of resources for,
and the payment of, general long-term debt principal, interest, and related costs.

Community Redevelopment Agency Debt Service Fund - to account for the
accumulation of resources for, and the payment of, long-term debt principal,
interest, and related costs on the Community Redevelopment Agency’s Revenue
Development Bond, Series 2005.

Capital Projects Fund - is created to account for the financial resources to be used for the
acquisition or construction of major capital facilities by the City of Holly Hill except those
financed by proprietary funds.



COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Nonmajor Special Revenue Funds

Community  Local Law
Law Holly Hill Development Enforcement
Enforcement Police Recreation Block Block
Trust Explorers Activity Grant Grant
Assets:
Cash and cash equivalents ............... $ 38,324 2,077 24,965 - -
Due from other funds..........ccooe....... - - - - -
Due from other governments ........... - - - 47,044 -
Total assets ......ccovevveevrcrneenn, 38,324 2,077 24,965 47,044 -
Liabilities and Fund Balances:
Liabilities:
Accounts payable ...........c.cceevennee. - - - - -
Due to other funds.......ccccccvevvvrennee, 240 - - 47,044 -
Total liabilities ..........ocovveeennns 240 - - 47,044 -
Fund Balances:
Reserved for:
Encumbrances ........cccoeevvvevinnnn, - - - - 2,634
Law enforcement .........ccoeveenee 38,084 - - - -
Debt Service ......ccccovevevevviiiieennns - - - - -
UNreserved ......ocoeveeveveeeeeeieeeeeenne - 2,077 24,965 - (2,634)
Total fund balances ............... 38,084 2,077 24,965 - -
Total liabilities and
fund balances .........ccccoeveene... $ 38,324 2,077 24,965 47,044 -
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Exhibit 1

Nonmajor
Capital
Projects
Nonmajor Debt Service Funds Fund Total
Total Total
Nonmajor Nonmajor All
Special Debt CRA Debt Debt Capital Nonmajor
Revenue Service Service Service Projects Governmental
Funds Fund Fund Funds Fund Funds

65,366 208,211 196,870 405,081 189,895 660,342
47,044 - - - - 47,044
112,410 208,211 196,870 405,081 189,895 707,386
- - - - 39,388 39,388
47,284 - - - - 47,284
47,284 - - - 39,388 86,672
2,634 - - - 76,146 78,780
38,084 - - - - 38,084
- 208,211 196,870 405,081 - 405,081
24,408 - - - 74,361 98,769
65,126 208,211 196,870 405,081 150,507 620,714
112,410 208,211 196,870 405,081 189,895 707,386
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COMBINING STATEMENT OF REVENUE, EXPENDITURES AND

CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Nonmajor Special Revenue Funds

Community  Local Law
Law Holly Hill Development Enforcement
Enforcement Police Recreation Block Block
Trust Explorers Activity Grant Grant
Revenue:
Charges for services..........cocvevvennne. $ - 1,668 2,010 - -
Intergovernmental ..............cccceevennene - - - 104,800 10,000
Fines and forfeitures ..........cc.ccoeueee. 31,681 - - - -
Miscellaneous ...........ccocvvvereierienne, 175 5,213 7,190 - 54
Total revenue .........c.ccocevnee. 31,856 6,881 9,200 104,800 10,054
Expenditures:
Current:
Public safety .......cccocevveviveieicinennn, 5,949 6,062 - - 11,996
Culture/recreation...........c.cccceeveneee. - - 7,407 - -
Capital Outlay:
Public safety .......cccccovveviveiiieinennn, 17,016 - - - -
Culture/recreation...........c.ccccervenee. - - - 91,655 -
Economic environment................. - - - - -
Physical environment.................... - - - - -
Debt Service:
Principal retirements...................... - - - - -
Interest payments..........ccoeeevveenee. - - - - -
Total expenditures ................. 22,965 6,062 7,407 91,655 11,996
Excess of revenue over
(under) expenditures ............. 8,891 819 1,793 13,145 (1,942)
Other Financing Sources (Uses):
Debt proceeds........cccccevvvviveveivinennn. - - - - -
Bond issuance COStS..........coceeveeenene - - - - -
Operating transfers in ............c.......... 3,767 1,258 - - 1,942
Operating transfers (out)................... (1,022) - - (13,145) -
Total other financing
SOUrCES (USES)...ccvververrrarrerrennes 2,745 1,258 - (13,145) 1,942
Net changes in
fund balances..........c.ccocevenee. 11,636 2,077 1,793 - -
Fund balances:
Beginning of year .........c.ccccoevevenen. 26,448 - 23,172 - -
Endof year ........cccceevvveeveiiieecene, $ 38,084 2,077 24,965 - -
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Exhibit 2

Nonmajor
Capital
Projects
Nonmajor Debt Service Funds Fund Total
Total Total
Nonmajor Nonmajor All
Special Debt CRA Debt Debt Capital Nonmajor
Revenue Service Service Service Projects Governmental
Funds Fund Fund Funds Fund Funds

3,678 - - - - 3,678

114,800 - - - 6,340 121,140

31,681 - - - - 31,681

12,632 6,247 857 7,104 3,156 22,892

162,791 6,247 857 7,104 9,496 179,391

24,007 - - - - 24,007

7,407 - - - 46,500 53,907

17,016 - - - - 17,016

91,655 - - - 116,906 208,561

- - - - 149,277 149,277

- 252,797 - 252,797 - 252,797

- 119,810 - 119,810 - 119,810

140,085 372,607 - 372,607 312,683 825,375
22,706  (366,360) 857 (365,503)  (303,187) (645,984)

6,967 309,342 196,013 505,355 200,000 712,322
(14,167) - - - - (14,167)

(7,200) _ 309,342 196,013 505,355 200,000 698,155

15,506 (57,018) 196,870 139,852  (103,187) 52,171

49,620 265,229 - 265,229 253,694 568,543

65,126 208,211 196,870 405,081 150,507 620,714
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR LAW ENFORCEMENT TRUST FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Exhibit 3

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Fines and Forfeitures:
Confiscated property .......cccceeeveveverernenns - 30,000 31,681 1,681
Miscellaneous:
Interest earniNgs........ccovvevereneerene e - 100 175 75
Total revenue .........ccoccevevvveieieeeenn, - 30,100 31,856 1,756
Expenditures:
Current:
Public Safety:
Operating expenditures..........cccccoeeevennene. - 13,000 5,949 7,051
Capital outlay..........c.coerviiiiiniiiee - 17,100 17,016 84
Total expenditures........cc.ccoocevveeerennee. - 30,100 22,965 7,135
Excess of revenue over (under)
expenditures .........coeveeveeeeeneseeee - - 8,891 8,891
Other Financing Sources (Uses):
Operating transfers in..........cccccoceeevcvnieeiennnns - - 3,767 3,767
Operating transfers (OUL)........ccccceevvcveieinnnene - - (1,022) (1,022)
Total other financing sources (uses)... - - 2,745 2,745
Net change in fund balance................. - - 11,636 11,636
Fund balances, beginning of year ................... 26,448 26,448 26,448 -
Fund balances, end of year ..........ccccccooveiennnnnns 26,448 26,448 38,084 11,636
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR HOLLY HILL POLICE EXPLORERS FUND

For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Exhibit 4

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Charges for services:
Program activity fees 1,700 1,668 (32)
Miscellaneous:
ContributioNS.......ccoovveeeiiciee e 1,400 1,910 510
Miscellaneous revenues.............ccccocvvennne 3,500 3,303 (197)
Total reVeNUE .....ovvveeeeeeeeeeeeeeeee e, 6,600 6,881 281
Expenditures:
Current:
Culture/recreation:
Operating expenditures.........cccccoceevennene. 7,900 6,062 1,838
Excess of revenue over (under)
expenditures .........coeveeveeeeeneseeee (1,300) 819 2,119
Other Financing Sources (Uses):
Operating transfers in..........cccccoceeeeiovnieeiennns 1,300 1,258 (42)
Net change in fund balance................. - 2,077 2,077
Fund balances, beginning of year ................... - - -
Fund balances, end of year ..........ccccccocveieinnnens - 2,077 2,077
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BUDGETARY COMPARISON SCHEDULE Exhibit 5
NONMAJOR RECREATION ACTIVITY FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Charges for services:
Special events.........cooooviiiiii i $ - - 2,010 2,010
Miscellaneous:
Miscellaneous revenuEeS. ........ccccevvveecvveeene.. 4,800 6,900 7,190 290
ContributioNS........coovveeeiiiiiee e - 1,200 - (1,200)
Total reVeNUE .....ovvveeeeeeeeeeeeeeeee e, 4,800 8,100 9,200 1,100
Expenditures:
Current:
Culture/recreation:
Operating expenditures.........ccccccoeeevennene. 4,800 8,100 7,407 693
Net change in fund balance................. - - 1,793 1,793
Fund balances, beginning of year ................... 23,172 23,172 23,172 -
Fund balances, end of year ..........ccccccooveienrnnns $ 23,172 23,172 24,965 1,793
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BUDGETARY COMPARISON SCHEDULE Exhibit 6
NONMAJOR COMMUNITY DEVELOPMENT BLOCK GRANT FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Intergovernmental Revenue:
Federal Grants:
Department of Housing and Urban
Development..........ccooeveiiiinineieienns $ 101,800 105,900 104,800 (1,100)
Expenditures:
Current:
Culture/recreation:
Capital outlay..........ccoovevviriiiiniiccn 101,800 91,900 91,655 245
Excess of revenue over (under)
expenditures .........ccocveeeveeeeenesee e - 14,000 13,145 (855)
Other Financing Sources (Uses):
Operating transfers in..........c.cccoceveicvnieeiennnns - (14,000) (13,145) 855

Net change in fund balance................. - - - -

Fund balances, beginning of year ................... - - - -

Fund balances, end of year ..........ccccccooveienrnnns $ - - - -
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BUDGETARY COMPARISON SCHEDULE Exhibit 7
NONMAJOR LOCAL LAW ENFORCEMENT BLOCK GRANT FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Intergovernmental Revenue:
Federal Grants:
Department of JUSEICE...........ccoveerieeriennns $ - 10,000 10,000 -
Miscellaneous:
Interest earniNgs........ccovveeereneerene e - - 54 54
Total revenue ........ccccoeveieiccici, - 10,000 10,054 54
Expenditures:
Current:
Public Safety:
Capital outlay........cccoovveveiiiiie e - 12,000 11,996 4
Total expenditures........cc.ccoocevveeerennee. - 12,000 11,996 4
Excess of revenue over (under)
expenditures .........coeveeveeeeeneseeee - (2,000) (1,942) 58
Other Financing Sources (Uses):
Operating transfers in..........c.cccocevevcvnieeiennnne - 2,000 1,942 (58)

Net change in fund balance................. - - - -

Fund balances, beginning of year ................... - - - -

Fund balances, end of year ..........ccccccocveieirnens $ - - - -
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR DEBT SERVICE FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Exhibit 8

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Miscellaneous:
Interest €arniNgs........ccovveeerereeieneeee e - - 6,247 6,247
Expenditures:
Debt Service:
Principal retirement...............ccocceiovrennne. 42,000 252,800 252,797 3
Interest payments........ccocvevvvvrieeveneennneens 349,600 119,800 119,810 (10)
Total expenditures...........cccocvvveeennnns 391,600 372,600 372,607 (N
Excess of revenue over (under)
EXPENITUIES .....oveveiciiiiiee (391,600) (372,600) (366,360) 6,240
Other Financing Sources (Uses):
Operating transfers in........................... 391,600 372,600 309,342 (63,258)
Net change in fund balance............... - - (57,018) (57,018)
Fund balances, beginning of year ................... 265,229 265,229 265,229 -
Fund balances, end of year ..........ccccccooveienrnnns 265,229 265,229 208,211 (57,018)
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BUDGETARY COMPARISON SCHEDULE

NONMAJOR COMMUNITY REDEVELOPMENT
AGENCY DEBT SERVICE FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Exhibit 9

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Miscellaneous:
Interest arnings.........ccoeevveerveerveereeiesienenns $ - - 857 857
Expenditures - - - -
Excess of revenue over (under)
expenditures .........ccocveeveeeeenesee e - - 857 857
Other Financing Sources (Uses):
Operating transfers in...................c.ooeee. - 196,100 196,013 (87)
Net change in fund balance................. - 196,100 196,870 770
Fund balances, beginning of year ................... - - - -
Fund balances, end of year ..........ccccccooveiennnnnns $ - 196,100 196,870 770
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BUDGETARY COMPARISON SCHEDULE Exhibit 10
NONMAJOR CAPITAL PROJECTS FUND

For the Fiscal Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Budgeted Amounts Actual
Original Final Amounts Variance
Revenue:
Intergovernmental:
State grant:
Florida Department of Environmental
ProteCction.........cceovvvvinineieeeecees $ 693,300 600,000 6,340 (593,660)
Local grant:
County of Volusia..............cccoeveennnns 145,000 118,700 - (118,700)
Miscellaneous:
Interest earniNgs........ccovvvverereerene e - 3,000 3,156 156
Total revenue.........ccocoeeveveicciiiin, 838,300 721,700 9,496 (712,204)
Expenditures:
Current:
Transportation:
Capital outlay..........cccoevviiiiiniiiice 630,000 764,200 149,277 614,923
Culture/recreation:
Operating expenditures..................... - - 46,500 (46,500)
Capital outlay..........ccocoeiviiiininiicee, 556,800 384,400 116,906 267,494
Total expenditures...........ccooevvrervennn. 1,186,800 1,148,600 312,683 835,917
Excess of revenue over (under)
EXPENAITUIES ..o (348,500) (426,900) (303,187) 123,713
Other Financing Sources (Uses):
Operating transfers in .........c.cccoceeveveviieecennnns - 200,000 200,000 -
Appropriated fund balance..............c.cccooee. 348,500 226,900 - (226,900)
Total other financing sources.............. 348,500 426,900 200,000 (226,900)
Net change in fund balance................. - - (103,187) (103,187)
Fund balances, beginning of year ................... 253,694 253,694 253,694 -
Fund balances, end of year ..........ccccccooveienrnnnns $ 253,694 253,694 150,507 (103,187)
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OTHER SUPPLEMENTARY INFORMATION

Financial schedules are presented to provide greater detailed information
than reported in the preceding financial statements. This information, in
many cases, has been spread throughout the report and is brought together
here for greater clarity. Financial schedules are not necessary for fair
presentation in conformity with generally accepted accounting principles.
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CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
COMPARATIVE SCHEDULES BY SOURCE

September 30, 2005 and 2004

CITY OF HOLLY HILL, FLORIDA

Exhibit 11

2005 2004
Governmental Funds Capital Assets:
LANA e $ 1,950,539 1,950,539
BUITAINGS .o 4,479,859 4,257,028
Improvements other than buildings ..., 2,285,741 2,065,279
Machinery and eqUIPIMENT .........coiiiiieieeere e 3,122,633 3,027,050
INTTASTIUCTUIE .ottt ettt e e e e e e ettt e e e e e e ettt e e e s s sas et eeeeeenes 8,090,762 7,731,473
Construction WOrK iN Progress ........ccceieeererererieeeisesese e 4,987,366 4,777,357
Total governmental funds capital assets ...........cccooveveniiiieneicenie e, $ 24,916,900 23,808,726
Investments in Governmental Funds Capital Assets by Source:
GENETAl FUN ... $ 12,628,110 11,729,945
Special REVENUE FUNAS ........coiiieie e 7,866,774 7,809,644
Capital Projects FUNG ........ooo i 4,422,016 4,269,137
Total investments in governmental funds capital assets ..................... $ 24,916,900 23,808,726
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CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
SCHEDULE BY FUNCTION

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Improvements

Other

Than

Function Land Buildings Buildings

General GOVEIMMENT ...vveeeee ettt ee et e e e e e e iere e e e e e e na $ 217,023 928,946 129,286
PUBIC SAfEtY......cciiiiiiecee e, 50,000 435,320 44,749
PUBHC WOTKS ... 13,536 217,963 368,210
Physical ENVIFONMENT ........ccocoiiiiiee e 555,167 50,136 41,789
ECONOMIC ENVIFONMENT ...ooeeiiiieeeeee ettt e e - - 13,820
CUIUre/RECIEALION ... 1,114,813 2,847,494 1,687,887
Total governmental funds capital assets...................... $ 1,950,539 4,479,859 2,285,741
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Exhibit 12

Machinery Construction
and Work in
Equipment  Infrastructure Progress Total
588,388 - - 1,863,643
1,383,604 - - 1,913,673
451,938 4,438,605 135,679 5,625,931
329,734 3,486,569 4,789,332 9,252,727
- - - 13,820
368,969 165,588 62,355 6,247,106
3,122,633 8,090,762 4,987,366 24,916,900
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CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS

SCHEDULE OF CHANGES BY FUNCTION

For the Fiscal

Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Exhibit 13

Governmental Governmental
Funds Capital Funds Capital
Assets Assets
Function 10/1/2004 Additions Deletions 9/30/2005

General GOVErNMENt ......vvvvveeeiieeeieeee e $ 1,843,768 19,875 - 1,863,643
Public Safety ..., 1,838,599 100,836 25,762 1,913,673
PUBIIC WOIKS .o 5,293,815 360,018 27,902 5,625,931
Physical Environment ............ccccovoveveniviiennnen, 8,896,139 356,588 - 9,252,727
Economic EnNVIironment ........cccovveeevveeeeeeeeesenn, 13,820 - - 13,820
Culture/Recreation .........cccoeceeeevvveeeesviiee e, 5,922,587 469,225 144,706 6,247,106
Totaleeoo e, $ 23,808,728 1,306,542 198,370 24,916,900
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COMBINING STATEMENTS OF PLAN NET ASSETS Exhibit 14
FIDUCIARY FUNDS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA
Police Municipal
Officers' Firefighters'
Retirement Pension Total-
Trust Trust Fiduciary
Fund Fund Funds
Assets:
Cash and cash equivalents ..........cccccooevoieieniiienciece e - 1,668 1,668
Investments:
Money market funds .........cccooveriiiiie i 235,389 109,813 345,202
O ST I =T ] =TT 596,117 391,270 987,387
U.S. B0ENCIES ..ot 313,998 154,901 468,899
U.S. corporate debt obligations ...........ccccoovvvnieiiiriennne 891,734 417,205 1,308,939
U.S. corporate eqUILIES ........ccceveeeerereeie e, 2,725,689 1,233,192 3,958,881
International equities..........c.coovii i 347,204 - 347,204
Accrued interest receivable .........oovveiviieee e 29,351 8,946 38,297
DUE From BIOKEIS ...ttt 6,592 - 6,592
Due from City of Holly Hill, Florida ..........c.cccoooviiiiinen, - 2,624 2,624
Due from State of Florida .........ocoeeviiiiiieieiee e - 10,280 10,280
TOtAl @SSELS ....evvieec et 5,146,074 2,329,899 7,475,973
Liabilities:
ACCOUNTS PAYADIE ..., 8,118 3,207 11,325
Net Assets:
Net assets reserved for employees' pension
DENETILS . 5,137,956 2,326,692 7,464,648
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COMBINING STATEMENT OF CHANGES IN PLAN NET ASSETS

FIDUCIARY FUNDS
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Exhibit 15

Police Municipal
Officers' Firefighters'
Retirement Pension Total-
Trust Trust Fiduciary
Fund Fund Funds
Additions:
Contributions from:
EMPIOYET .o $ 96,050 122,751 218,801
SEALE e 74,699 48,422 123,121
Plan MembBErS .......ccooeeiiieeee e 115,716 68,586 184,302
Total contributions............cocoeiiiiiiiie e, 286,465 239,759 526,224
Investment income:
Net realized and unrealized appreciation
(depreciation) in fair value of investments ..................... 317,496 112,328 429,824
Interest and dividend arnings ..........ccoocvveveveienieneneenns 137,377 84,636 222,013
454,873 196,964 651,837
Less: investment management fees ........ccccovcvveveirinnen. (57,428) (22,437) (79,865)
Total investment iINCOME .........ccooveveiiiie e 397,445 174,527 571,972
Total additions .........ccccoveieiiic e 683,910 414,286 1,098,196
Deductions:
Benefit payments and refunds ...........ccooeeovviieienieniienenee 339,403 153,409 492,812
AdMINIStrative eXPENSES ......cocvieerereeere e seeseeeie e 20,516 33,734 54,250
Total deduCtions...........cooeivereieieire e 359,919 187,143 547,062
NEE INCIBASE ...ttt e e e e 323,991 227,143 551,134
Net assets held in trust for pension benefits:
Beginning of Year ... 4,813,965 2,099,549 6,913,514
ENG OF VAN ..o $ 5,137,956 2,326,692 7,464,648
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STATISTICAL SECTION

Statistical tables differ from financial statements because they usually
cover more than one fiscal year and may present non-accounting data.
These tables reflect social and economic data, financial trends and the
fiscal capacity of the City of Holly Hill, Florida.
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GENERAL FUND REVENUES - BY SOURCE
LAST TEN FISCAL YEARS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA
(Amounts in $)

Table 1

Licenses Charges Fines

Fiscal and Intergovern- for and

Year Total Taxes Permits mental Services (1) Forfeits ~ Miscellaneous
1996 5,100,361 2,903,615 215,032 1,145,089 568,051 49,605 218,969
1997 4,949,140 2,859,618 219,428 1,060,025 595,622 57,484 156,963
1998 4,633,584 3,159,746 197,426 921,033 113,272 81,317 160,790
1999 4,934,157 3,202,707 245,185 1,135,902 116,708 77,588 156,067
2000 5,042,210 3,279,961 179,580 1,170,485 137,894 73,361 200,929
2001 5,911,489 4,032,557 241,509 1,115,166 140,734 96,481 285,042
2002 5,259,121 3,597,639 247,330 1,071,285 133,964 77,199 131,704
2003 5,318,086 3,643,684 264,819 1,071,666 139,344 46,180 152,393
2004 5,451,815 3,703,531 277,733 1,169,217 149,903 46,294 105,137
2005 6,042,727 3,981,480 284,989 1,427,690 148,993 36,012 163,563

(1) Includes sanitation revenues through 1997.
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GENERAL FUND EXPENDITURES - BY FUNCTION
LAST TEN FISCAL YEARS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA
(Amounts in $)

Table 2

Fiscal General Public Culture/ Capital Debt
Year Total Government Safety  Transportation Recreation Outlay Service
1996 4,890,722 1,134,574 2,352,963 517,567 885,618 - -
1997 4,758,054 1,187,115 2,350,099 642,129 578,711 - -
1998 5,328,393 1,127,297 2,401,183 583,501 546,508 - 669,904
1999 4,861,917 1,170,422 2,279,242 553,042 631,882 - 227,329
2000 4,986,324 1,026,223 2,443,962 584,862 701,394 - 229,883
2001 5,733,307 1,327,157 2,726,312 690,707 725,538 - 263,593
2002 6,155,154 1,644,990 2,633,784 835,439 772,047 - 268,894
2003 6,238,718 1,225,562 2,975,450 1,020,172 801,294 - 216,240
2004 6,763,658 1,428,653 3,280,112 991,204 853,109 - 210,580
2005 6,959,866 1,466,599 3,409,079 634,688 1,045,499 229,091 174,910
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ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY: Table 3
PROPERTY TAX LEVIES AND COLLECTIONS (1)

LAST TEN FISCAL YEARS

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

($ in thousands)

Percent  Outstanding  Percent

Estimated Total Current of Delinquent of
Fiscal  Assessed Actual Tax Tax Levy Taxes Levy
Year  Value (1) Value (2) Levy Collections Collected Receivable Outstanding
1996 368,068 383,404 96% 1,438 1,343 93.4% 82 5.7%
1997 374,322 381,961 98% 1,474 1,378 93.5% 84 5.7%
1998 379,373 387,115 98% 1,505 1,405 93.4% 85 5.6%
1999 398,980 403,010 99% 1,498 1,419 94.7% 65 4.3%
2000 416,963 416,963  100% 1,517 1,430 94.3% 66 4.4%
2001 456,695 456,695  100% 1,675 1,618 96.6% 30 1.8%
2002 473,096 477,875 99% 1,631 1,568 96.1% 44 2.7%
2003 504,672 509,770 99% 1,615 1,550 96.0% 49 3.0%
2004 565,120 576,653 98% 1,655 1,592 96.2% 43 2.6%
2005 642,563 649,054 99% 1,841 1,766 95.9% 48 2.6%

(1) Obtained from the County of Volusia, Florida, Finance Department.

(2) Computed based on level of assessment percentage obtained from Florida Department of Revenue.
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PROPERTY TAX RATES AND TAX LEVIES Table 4
DIRECT AND ALL OVERLAPPING GOVERNMENTS
LAST TEN FISCAL YEARS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Volusia Southeast ~ Ponce St. Johns Florida Endangered

County Volusia Inletand Water Inland and
Fiscal Holly  School Volusia Mosquito Port Halifax Management Navigation Recreation
Year Hill District County Control  Authority Hospital  District District Lands

TAX RATES (2)
(per $1,000 of assessed value)
1996  5.55375 10.88700 5.98900 0.26200 0.09400 2.25500  0.48200 0.04000  0.18300
1997  5.53591 10.82100 6.03600 0.23800 0.09300 2.23100  0.48200 0.03800  0.18100
1998  5.51831 10.48700 6.20100 0.23800 0.09000 2.18900  0.48200 0.05000  0.17700
1999  5.25000 10.37600 6.20400 0.23800 0.09000 2.15200  0.48200 0.04800  0.17400
2000  5.09007 9.91700 6.37300 0.23800 0.09000 2.15174  0.48200 0.04400  0.16900
2001  5.09007 9.15800 6.36700 0.23800  0.09000 2.50000  0.47200 0.04100  0.16300
2002  4.75000 9.01500 6.60400 0.23800 0.09000 2.50000  0.46200 0.03850  0.11040
2003 450000 8.89900 6.60400 0.23800 0.09000 2.38000  0.46200 0.03850  0.00000
2004  4.08002 8.51700 6.60400 0.23800 0.09000 3.00000  0.46200 0.03850  0.00000
2005 4.08002 8.25900 6.29400 0.23800 0.09000 3.00000  0.46200 0.03850  0.00000
TAXLEVIES (1)
($ in thousands)
1996 $ 1,466 2,875 1,581 69 25 595 127 11 48
1997 $ 1,434 2,803 1,563 62 24 578 125 10 47
1998 $ 1,495 2,841 1,680 64 24 593 130 14 48
1999 $ 1,491 2,946 1,762 68 26 611 137 13 49
2000 $ 15514 2,724 1,894 71 27 744 140 12 48
2001 $ 1,672 3,008 2,091 78 30 821 155 13 54
2002 $ 1,560 2,961 2,169 78 30 821 151 12 36
2003 $ 1,541 3,047 2,261 81 31 815 158 13 0
2004 $ 1,592 3,323 2,421 93 35 1,170 180 15 0
2005 $ 1,836 3,716 2,832 107 40 1,350 208 17 0
(1) Obtained from County of Volusia, Florida, Finance Department and includes Tax Roll data from the
immediately preceding fiscal year (fiscal year collections include levy from the prior year).

(2) Obtained from Volusia County Property Appraiser's Office.
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DEBT SERVICE REQUIREMENTS TO MATURITY Table 5
WATER AND SEWER SYSTEM REFUNDING REVENUE BONDS, SERIES 2002

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Payment Coupon
Date Principal Rate Interest Total

10/01/2004 $ 505,000 2.000% $ 283,791 $ 788,791
4/1/2005 278,741 278,741
10/1/2005 515,000 2.500% 278,741 793,741
4/1/2006 272,303 272,303
10/1/2006 530,000 3.000% 272,303 802,303
4/1/2007 264,353 264,353
10/1/2007 550,000 3.100% 264,353 814,353
4/1/2008 255,828 255,828
10/1/2008 565,000 3.500% 255,828 820,828
4/1/2009 245,941 245,941
10/1/2009 585,000 3.600% 245,941 830,941
4/1/2010 235,411 235,411
10/1/2010 605,000 3.800% 235,411 840,411
4/1/2011 223,916 223,916
10/1/2011 625,000 3.875% 223,916 848,916
4/1/2012 211,806 211,806
10/1/2012 655,000 4.000% 211,806 866,806
4/1/2013 198,706 198,706
10/1/2013 680,000 4.100% 198,706 878,706
4/1/2014 184,766 184,766
10/1/2014 710,000 5.000% 184,766 894,766
4/1/2015 167,016 167,016
10/1/2015 745,000 5.000% 167,016 912,016
4/1/2016 148,391 148,391
10/1/2016 780,000 4.400% 148,391 928,391
4/1/2017 131,231 131,231
10/1/2017 810,000 4.375% 131,231 941,231
4/1/2018 113,006 113,006
10/1/2018 850,000 4.625% 113,006 963,006
4/1/2019 93,350 93,350
10/1/2019 890,000 4.750% 93,350 983,350
4/1/2020 72,213 72,213
10/1/2020 930,000 4.750% 72,213 1,002,213
4/1/2021 50,125 50,125
10/1/2021 980,000 5.000% 50,125 1,030,125
4/1/2022 25,625 25,625
10/1/2022 1,025,000 5.000% 25,625 1,050,625
$ 13,535,000 $ 6,629,247 $ 20,164,247
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COMPUTATION OF OVERLAPPING DEBT Table 6
END OF FISCAL YEAR

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

($ in thousands)

Confirmed by individual taxing district
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Net Percent City of
General Applicable Holly
Obligation to the Hill
Debt Governmental Share
Name of Governmental Unit Outstanding Unit of Debt
Volusia County School District................... $19,423 1.81% $352




SCHEDULE OF INSURANCE IN FORCE Table 7
September 30, 2005
CITY OF HOLLY HILL, FLORIDA
Type of Coverage Annual
Name of Company and Policy Period Details of Liability Premium
Policy Number From - To Coverage Limits (Gross)
Preferred Governmental Insurance Trust (PGIT,
Policy #PK FL1 0642004 04-03
General Liability 10/01/04 - 10/01/05 General Liability $1,000,000 Per Occurrence $100,027
EMT / Paramedic Deductible $10,000 $2,000,000 General Aggregate Limit
Law Enforcement Law Enforcement Liability $1,000,000 Per Occurrence
Deductible $15,000 $1,000,000 Aggregate Limit
Public Officials Liability Wrongful Acts/Professional Liab.  $1,000,000 each loss and in aggregate
Deductible $25,000
Auto Coverage 10/01/04 - 10/01/05 Automobile Liability $1,000,000 Liability
$1,000 deductible $10,000 Personal Injury Protection $60,690
$5,000 Medical Payments
Uninsured Motorists Rejected
Property, 10/01/04 - 10/01/05 $5,000 deductible $24,463,867 blanket for building and $97,051
Boiler & Machinery $5,000 deductible per contents - Includes mechanical
occurrence for breakdowns breakdowns
$20,000 deductible per
occurrence for flood
Inland Marine 10/01/04 - 10/01/05 Off-road equipment / mobile $896,523 listed property $4,358
Contractor's equipment equipment / emergency service
portable equipment / rented /
borrowed / leased equipment
$5,000 deductible
Fine arts / valuable papers $200,000 listed property
$5,000 deductible
Computer equipment & medig $550,000 listed property
$5,000 deductible
Crime/Employee 10/01/04 - 10/01/05 Honesty Blanket Bond $100,000 per loss $1,000
Dishonesty Theft, Disappearance &
Destruction $10,000 Inside & Outside Premises
Forgery or Alteration $50,000
Computer Fraud $100,000
$1,000 deductible
Hunt Insurance Group 04/15/03 - 04/15/07 Accidental death in line of duty $259,000 each incident $5,063
Policy # SRG9045349 Plus intentional death and
Police & Firefighters dismemberment $259,000 each incident
Accidental Death & Total principal sum $259,000 in aggregate
Dismemberment
Preferred Governmental 10/01/04 - 10/01/05 Statutory Statutory, employers' liability $191,681
Insurance Trust (PGIT) $1,000,000
Policy #001000000005104
Workers' Compensation
Commerce & Industry 06/25/05 - 06/25/06 Fuel Storage Tank $1,000,000 Each Incident $2,501
Petroleum Liability Insurance $10,000 deductible $1,000,000 Each Aggregate
Policy #FPL7510482
Environmental Protection
McKinley Financial Services 01/01/05 - 01/01/06 Holly Hill Police Athletic League  $1,000,000 Per Occurrence $2,392

PAL Program Accident &

Liability Insurance

$2,500 Accidental death
and dismemberment benefi
$100 deductible
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REVENUE BOND COVERAGE Table 8
WATER AND SEWER SYSTEM FUND

LAST TEN FISCAL YEARS

September 30, 2005

CITY OF HOLLY HILL, FLORIDA

($ in thousands)

Debt
Gross Operating Service

Fiscal Revenue  Expenses Net Debt Service Requirements Coverage
Year @ (@) Revenues  Principal Interest Total (Times)
1996 3,216 1,418 1,798 245 876 1,121 2 1.60
1997 3,461 1,363 2,098 255 865 1,120 2 1.87
1998 3,553 1,350 2,203 270 853 1,123 2 1.96
1999 3,712 1,513 2,199 280 841 1,121 2 1.96
2000 4,039 1,448 2,591 295 827 1,122 2 2.31
2001 4,130 1,506 2,624 310 812 1,122 2 2.34
2002 4,492 1,677 2,815 330 551 881 (2)(5) 3.20
2003 4,245 1,778 2,467 - 578 578 3 4.27
2004 4,263 1,874 2,389 505 568 1,073 3 2.23
2005 4,537 2,148 2,389 515 557 1,072 3 2.23

(1) Included in gross revenue for debt service coverage are water and sewer utility fees,

connection charges and interest earnings from the Water and Sewer Utility.

(2) Debt service expenditures for Series 1992 Bonds.

(3) Debt service expenditures for Series 2002 Bonds (first year principal amortization in 2004).

(4) Operating expenses for debt service coverage exclude depreciation, amortization, and

City administrative charges.
(5) Debt service expenditures for fiscal year 2002 included principal and interest payments

of $736,632 on the Series 1992 Bonds and $144,370 of accrued interest on the
Series 2002 Bonds.
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DEMOGRAPHIC STATISTICS

LAST TEN FISCAL YEARS
September 30, 2005

CITY OF HOLLY HILL, FLORIDA

Table 9

)
(2)
©)
(4)
()
(6)

School Unemployment

Fiscal Population Enrollment Rate
Year (1) (2) 3)

1996 (5) 11,370 1,887 (6) 4.2%
1997 (5) 11,310 1,872 (6) 4.0%
1998 (5) 11,325 2,066 (6) 3.4%
1999 (5) 11,383 1,888 (6) 3.0%
2000 (4) 12,119 1,813 (6) 2.9%
2001 (5) 12,180 1,992 (6) 4.0%
2002 (5) 12,503 1,689 (6) 5.0%
2003 (5) 12,504 1,681 (6) 5.1%
2004 (5) 12,612 1,574 (6) 5.0%
2005 (5) 12,620 1,330 (6) 3.6%

County of Volusia, Florida, Planning Department

Volusia County School District

Florida Department of Labor

U. S. Bureau of Census

Bureau of Economic and Business Research

Dept of Economic Development - VVolusia County
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PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS
LAST TEN FISCAL YEARS

September 30, 2005
CITY OF HOLLY HILL, FLORIDA

(All amounts in thousands)

Table 10

(@) ©)

Commercial Residential 2 Real Property
Fiscal Construction Construction Bank Taxable Values
Year Units Value Units Value Deposits Commercial Residential
1996 16 $ 1,735 55 $ 1582 $ 118,817 $ 2,581,370 $ 8,279,475
1997 16 $ 3,777 41 $ 739 % 117,928 $ 2,591,135 $ 8,641,481
1998 40 $ 4,657 84 $ 1322 % 125,678 $ 2,695,780 $ 9,038,351
1999 50 $ 2,997 96 $ 1,031 $ 115,258 $ 2,815,170 $ 9,417,447
2000 58 $ 4,137 86 $ 1,119 $ 116,162 $ 2,950,481 $ 9,908,884
2001 69 $ 5,133 107 $ 9,025 $ 116,752 $ 3,231,614 $ 10,716,106
2002 87 $ 5,563 102 $ 1,779 $ 115,179 $ 3,839,917 $ 12,391,231
2003 59 $ 2,261 124 $ 4280 $ 137,269 $ 4,308,395 $ 14,129,561
2004 56 $ 9,789 95 $ 3,122 % 133,100 $ 4,272,892 $ 16,783,641
2005 52 $ 2,178 131 $ 6,379 $ 146,144 $ 4,972,235 $ 20,509,334
(1) City of Holly Hill, Building and Inspection Department

)
@)

Florida Bankers Association

County of Volusia, Property Appraiser (represents county-wide values)
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SALARIES AND SURETY BONDS OF PRINCIPAL OFFICIALS

September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Table 11

Amount
Years of

Annual of Surety

Title of City Official Salary Service Bond
Mayor $ 12,000 11 years, 9 months $100,000 blanket
amount on all
City Commissioners (4) $ 8,000 3 years, 2 months to -
16 years, 8 months

City Attorney (retainer) $ 7,500 29 years -
City Manager $ 76,482 6 years, 2 months -
City Clerk $ 44,881 11 months -
Finance Director $ 67,225 14 years, 7 months --
Human Resources Director $ 51,461 8 years, 5 months --
Director of Emergency Services $ 73,459 4 years, 5 months -
Public Services Director $ 73,459 10 years, 9 months --
Building Official $ 57,489 25 years --
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SCHEDULE OF MAJOR TAXPAYERS
September 30, 2005
CITY OF HOLLY HILL, FLORIDA

($ in thousands)

Table 12

Percent
of
Assessed Assessed
Rank Taxpayer Name Type of Business Values Value
1 Holly Hill Associates, Ltd. Condominium Development $ 13,337 2.07%
2 Holly Hill RHF Housing, Inc. Bishops Glen Retirement Center 12,498 1.94%
3 Sun Communities, operating

Holly Forest Mobile Home Park Mobile Home Park 7,285 1.13%
4 Charleston Place Ltd., Partnership Apartment Complex 7,230 1.12%
5 Florida Power & Light Electric power utility 6,914 1.08%
6 HK New Plan Exec Prop % Property Tax Dept 124 6,142 0.96%
7 Highlander Corporation R.W. Contractors, Inc. 5,960 0.93%
8 Holly Hill (E&A) LLC Publix Shopping Center 5,043 0.87%
9 Bellsouth Telecommunications Communications Utility 4,099 0.64%
10 Metra Electronics Corporation Mfg. Electronic Components 3,803 0.60%
Totals $ 72311 10.90%

Source:

Volusia County Property Appraiser
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MISCELLANEOUS STATISTICAL DATA

September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Table 13

Date of Incorporation: July 1, 1901
Date First Charter Adopted: 1901
Date Present Charter Adopted: 1941

Form of Government:

Population: 12,620
Area - Square Miles: 5.0
Miles of Streets and Sidewalks:
Paved Streets 61.0
Unpaved Streets 05
Sidewalks 33.0
Miles of Storm Sewers:
Storm sewers 42.0
Sanitary sewers 75.5
Fire Protection:
Number of stations: 1
Number of Firefighters 12
Number of fire hydrants 298
Police Protection:
Number of stations: 1
Number of Police officers 26
Number of Reserve officers 6
Animal Control officers 1
Recreation:
Parks (total 81.5 acres): 10
Dog Park Facility (2.7 acres) 1
Playgrounds 4
Recreation buildings 5
Tennis courts 2
Racquetball courts 2
Shuffleboard courts 9
Baseball/softball fields 5
Community centers 2
Public fishing piers 3
Boat ramp 1
Wooden pier overlook 3
Municipal gymnasium 1
Concrete bike paths (miles) 15
Swimming pools 1
Multi-purpose field 1

miles
miles
miles

miles
miles

Commission/Manager

Employees as of September 30, 2005

Civil service 129
Exempt 1
Education: Volusia County School District
Elementary schools 1
Secondary schools 1
Students:
Kindergarten to grade 5 655
Grades 6 to 8 675
Total 1,330
Education personnel:
Instructional 118
Noninstructional 72
Administrative 6
Street Lights:
High pressure Sodium Vapor:
6,300 lumen 673
9,500 lumen 86
16,000 lumen 35
22,000 lumen 139
50,000 lumen 24
White Way underground 1,000 lumen 6
Water Treatment Plant:
Design capacity 2.3 MGD
Current production rate 1.262 MGD
Users 5,955
Water Pollution Control Plant:
Design capacity 2.4 MGD
Current production rate 1.542 MGD
Users 4,967
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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

The Honorable Mayor, City Commission
and City Manager
City of Holly Hill, Florida

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of City of Holly Hill, Florida, as of and for the year
ended September 30, 2005, which collectively comprise the City of Holly Hill, Florida’s basic financial
statements and have issued our report thereon dated June 13, 2006. 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’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which
the design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

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

205 MAGNOLIA ST. ¢ NEW SMYRNA BEACH, FL 32168-7125 e (3806) 493333 « DAYTONA (386) 248-0240 « FAX (3806) 427-5823 o www.bmcpa.com
MEMBER: American Institute of Certified Public Accountants and AICPA Private Companies Practice Section



The Honorable Mayor, City Commission
and City Manager

City of Holly Hill, Florida

Page 2 of 2

This report is intended solely for the information and use of the City Commission and management, the
Auditor General of the State of Florida, and federal and state awarding agencies, and is not intended to be and
should not be used by anyone other than these specified parties.

Bret Mllido $ Co., Cho

June 13, 2006
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Mayor, City Commission
and City Manager
City of Holly Hill, Florida

Compliance
We have audited the compliance of City of Holly Hill, Florida with the types of compliance requirements

described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major federal programs for the year ended September 30, 2005. The City of
Holly Hill, Florida’s major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of City
of Holly Hill, Florida’s management. Our responsibility is to express an opinion on City of Holly Hill,
Florida’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about City of Holly Hill, Florida’s
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of City of Holly Hill, Florida’s compliance with those requirements.

In our opinion, City of Holly Hill, Florida complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended September 30, 2005.
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The Honorable Mayor, City Commission
and City Manager

City of Holly Hill, Florida

Page 2 of 2

Internal Control Over Compliance

The management of City of Holly Hill, Florida is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable
to federal programs. In planning and performing our audit, we considered City of Holly Hill, Florida’s
internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on the internal control over compliance in accordance with OMB Circular
A-133. Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts,
and grants caused by error or fraud that would be material in relation to a major federal program or state
project being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the City Commission and management, the
Auditor General of the State of Florida, and federal and state awarding agencies, and is not intended to be and
should not be used by anyone other than these specified parties.

Bret Mlhdor $ o, C

June 13, 2006
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Federal Agency
Pass-through Entity CFDA
Federal Program No.

Contract
Grant No.

Expenditures

U.S. Department of Housing and Urban Development
Indirect Programs:
Passed through County of Volusia, Florida
Subrecipient CDBG-Sica Hall renovations...................... 14.218

Total U.S. Department of Housing and Urban Development.....
U.S. Department of Justice

Direct Programs:
Confiscated ProPerty.......cccocveerereenese e 16.000

N/A $

N/A

Local Law Enforcement Block Grant .........cccocvveveeiviienee. 16.592 2005-LEBG-VOLU-4-L4

Total U.S. Department of JUSEICE. ........ccceveerereeeveceeeeee

U.S. Department of Environmental Protection
Indirect Programs:
Passed through Florida Department of
Environmental Protection

State Revolving Loan Fund ............ccocoeieieiciniinnn, 66.458 *

Total U.S. Department of Environmental Protection .................

U.S. Department of Homeland Security:
Federal Emergency Management Administration:
Indirect Programs:
Passed through Florida Department of
Community Affairs

Public ASSIStANCE Grants.......ccveevvveeiiieeiiieee e e ereenneens 97.036 *

Total U.S. Department of Homeland Security.............cc.ccoevvenne.

Total Expenditures of Federal Awards ...........ccocovviveieieeeennnn,

* Denotes a major program
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127-31350-00

104,800

104,800

31,692

10,000

41,692

252,694

252,694

656,683
656,683

1,055,869



NOTES TO THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS

For the Year Ended September 30, 2005

CITY OF HOLLY HILL, FLORIDA

1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of City of
Holly Hill, Florida, and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of the U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the basic financial
statements.

2. Loans Outstanding
The City of Holly Hill, Florida, had the following loan balances outstanding at September 30, 2005. The

expenditures incurred during the year ended September 30, 2005 are included in the expenditures of federal
awards presented in the schedule.

Federal Outstanding
CFDA Expenditures Loan
Program Title Number Incurred Amount
U.S. Department of Environmental Protection:
Passed-through - Florida Department of
Environmental Protection:
Statewide Surface Water Restoration and
Wastewater Projects (#CS12070906P) 66.458 $ 252,694 $ 5,207,363

3. Subrecipients

No subrecipient payments were made by the City of Holly Hill, Florida during the year ended September 30,
2005.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

A.

1.

Summary of Auditor’s Results

The auditor’s report expresses an unqualified opinion on the basic financial statements of the City of
Holly Hill, Florida.

No reportable conditions were disclosed during the audit of the financial statements or reported in the
Independent Auditors’ Report on Internal Controls over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards.

No instances of noncompliance material to the financial statements of the City of Holly Hill, Florida,
were disclosed during the audit.

There are no reportable conditions disclosed relating to the audit of the major federal programs
reported in the Independent Auditors’ Report on Compliance with Requirements Applicable to Each
Major Federal Program and Internal Control over Compliance in Accordance with OMB Circular A-
133.

The auditors’ report on compliance for the major federal programs and for the City of Holly Hill,
Florida, expresses an unqualified opinion.

The audit disclosed no audit findings which are required to be reported.

The programs tested as major programs included the following:

Federal Program: Federal CFDA No.
U.S. Department of Environmental Protection:
Capitalization Grants for State Revolving Funds 66.458

U.S. Department of Homeland Security:
Public Assistance Grants 97.036

The threshold for distinguishing Type A and Type B programs was $300,000 for major federal
programs.

The City of Holly Hill, Florida was determined to be a low-risk auditee pursuant to OMB Circular A-
133.

Findings - Financial Statements -

OMB Circular A-133, Subpart E, Section 505(d)(2): None
Findings and Questioned Costs - Major Federal Programs -

OMB Circular A-133, Subpart E, Section 505(d)(3): None
Other Issues None
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

MANAGEMENT LETTER

The Honorable Mayor, and
Members of the City Commission
City of Holly Hill, Florida

We have audited the financial statements of City of Holly Hill, Florida, as of and for the fiscal year ended
September 30, 2005, and have issued our report thereon dated June 13, 2006.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. We have issued our independent auditors’ report on internal control over
financial reporting and on compliance and other matters, independent auditors’ report on compliance with
requirements applicable to each major federal program, and schedule of findings and questioned costs.
Disclosures in those reports and schedule, which are dated June 13, 2006, should be considered in conjunction
with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the Auditor General.
Those rules (Section 10.554(1)(h)1.) require that we address in the management letter, if not already
addressed in the auditors’ reports on compliance and internal controls or schedule of findings and questioned
costs, whether or not corrective actions have been taken to address significant findings and recommendations
reported in the preceding annual financial audit report have been corrected. The recommendations made in
the preceding annual financial audit report have been corrected except for those reported below under the
heading Prior Year Findings and Recommendations.

As required by the Rules of the Auditor General (Section 10.554(1)(h)2.), the scope of our audit included a
review of the provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In
connection with our audit, we determined that City of Holly Hill, Florida, complied with Section 218.415,
Florida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(h)3.), recommendations to improve
financial management, accounting procedures, and internal control are reported in Exhibit A under the
heading Current Year Findings and Recommendations.
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The Honorable Mayor, and
Members of the City Commission

City of Holly Hill, Florida

Page 2 of 2

The Rules of Auditor General (Section 10.554(1)(h)4.) require disclosure in the management letter of the
following matters if not already addressed in the auditors’ reports on compliance and internal controls or
schedule of findings and questioned costs: (1) violations of laws, rules, regulations, and contractual provisions
or abuse that have occurred, or were likely to have occurred; (2) improper or illegal expenditures; (3)
improper or inadequate accounting procedures (e. g., the omission of required disclosures from the financial
statements); (4) failures to properly record financial transactions; and (5) other inaccuracies, shortages,
defalcations, and instances of fraud discovered by, or that come to the attention of, the auditor. These matters
are reported in Exhibit A under the heading Current Year Findings and Recommendations.

The Rules of the Auditor General (Section 10.554(1)(h)5.) also 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 the
management letter, unless disclosed in the notes to the financial statements. The City of Holly Hill, Florida
was originally incorporated under the general laws of Florida on July 1, 1901 (Records of Incorporations,
Volusia County, Vol. I, p. 101). This incorporation was validated in 1903 by Laws of Florida, Chapter 5346
(1903). The City of Holly Hill Community Redevelopment Authority was created by Ordinance No. 2426.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.a.), the scope of our audit included a
review of the provisions of Section 218.503(1), Florida Statutes, regarding financial emergencies. In
connection with our audit, we determined that City of Holly Hill, Florida, is not in a state of financial
emergency as a consequence of the conditions described in Section 218.503(1), Florida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(h)6.b.), we determined that the annual
financial report for City of Holly Hill, Florida for the fiscal year ended September 30, 2005, filed with the
Department of Banking Finance pursuant to Section 218.32, Florida Statutes, is in agreement with the annual
financial audit report for the fiscal year ended September 30, 2005.

As required by the Rules of the Auditor General (Sections 10.554(h)(6)c. and 10.556(8)), we applied financial
condition assessment procedures. It is management’s responsibility to monitor the entity’s financial condition,
and our financial condition assessment was based in part on representations made by management and the
review of financial information provided by same.

This management letter is intended solely for the information and use of the City Commission and

management, the Auditor General of the State of Florida, and federal and state awarding agencies, and is not
intended to be and should not be used by anyone other than these specified parties.

Bueit Mllido ¢ lo., Cho

June 13, 2006
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MANAGEMENT LETTER COMMENTS Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

As required by Section 10.554(1)(h), Rules of the Auditor General of the State of Florida, we make the
following disclosures:

Prior Year Findings and Recommendations

A. Violations of Laws, Rules, and Requlations - None
B. lllegal or Improper Expenditures -None
C. Improper or Inadequate Accounting Procedures

Employee Personal Computer Financing Assistance Program

Under recently revised generally accepted auditing standards, we are required to conduct a series of
interviews with various members of management and employees of the City to inquire about the
susceptibility your financial statements to material misstatements that may occur as the result of
fraudulent and/or abusive activities. These discussions typically include an open exchange of ideas
(that is, brainstorming) and include direct inquiries of your management’s and employees’
knowledge of the existence of any potential fraudulent activities that may have occurred during the
audit period being examined. During these inquiries, we were informed that the City experienced one
isolated instance where an employee intentionally misrepresented the purchase of a personal
computer to obtain unauthorized personal access to the financing proceeds associated with its cost
under the City’s Employee Personal Computer Financing Assistance Program. We were also
informed that after continued and persistent inquiries by the City’s Finance personnel to obtain the
adequate supporting documentation of the purchase (to corroborate the advancing of the financing
proceeds to the employee) without success; this unresolved matter was subsequently turned over to
the City’s Police Department for investigation. As a direct result of that formal internal Police
Department investigation, it was subsequently discovered that the supporting documentation
originally supplied by the employee could not be adequately corroborated. After the employee was
confronted with the results of the formal investigation, the employee tendered a resignation from
employment with the City, which was accepted. Subsequent to the employee’s resignation, all funds
advanced were fully recovered.

We were impressed with both management’s prompt and sincere willingness to disclose this matter to
our auditors, and with its immediate secondary follow-up response to fully investigate and
appropriately resolve this matter. Furthermore, the actions taken subsequent to the resolution of the
investigation were exemplary.

To avoid similar instances in the future, we recommend that serious consideration should be given to
requiring that all employee computer purchases associated with this program be conducted through
the City’s current procurement program to ensure that adequate documentation of such purchases are
obtained in advance, and that no employee advances for these purchases from outside vendors are
permitted.
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MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Current Year Status: - Although the employee computer purchases associated with this program are
not conducted through the City’s purchasing program, they are now tightly monitored so as to ensure
that only legitimate expenditures are reimbursed.

D. Other Matters
Employee Cell Phone Usage and Payment Arrangements

During our testing of the City’s compliance with its existing procurement policies and procedures, we
noted several instances where employee shared cell phone minutes incurred for certain billing periods
substantially exceeded the maximum minutes allowed under the respective contractual arrangements.
As aresult, substantial additional payments (some in excess of 50% of the original contract amount)
resulted from this usage. After reviewing this matter in more detail, we observed that one member of
management’s use often exceeded the minimum of the entire pool of shared minutes, which was not
adequate for the number of individuals included in the shared pool. While some of these instances
were attributed to the periods of time associated with the City’s hurricane response actions taken in
August and September of 2004, we noted that these actions occurred throughout the fiscal year.

We recommend that steps should be considered to re-evaluate the cell phone usage requirements of
all individuals sharing pooled minutes to determine if separate, more economical, billing
arrangements should be made for those who have substantially greater needs than others to reduce
these costs to the City.

Current Year Status — This matter was corrected in the current year.

Destruction/Disposal of Confidential Information

We noted that the City does not have any internal procedures in place associated with the destruction
or disposal of office materials and papers generated throughout the conduct of its business affairs.
We recommend that steps should be considered to contract with an outside waste disposal agency for
the destruction and/or shredding of its waste documentation to avoid the accidental dissemination of
certain personnel and other private and confidential information through the normal solid waste
disposal process. Additionally, most contractors offer the ability to redirect this waste to paper
recycling facilities which have the ability to conserve these resources for future use.

Current Year Status — This comment is still applicable

Information Systems Technology Architecture and Control Environment

During the audit, our Firm’s Information Systems Analyst performed a comprehensive review of the
City’s computerized information systems technology and architecture. Our staff met with several
members of management and the City’s IT Manager to discuss the inherent capabilities and
constraints associated with the City’s various current information and financial systems. We noted
that at the present time, there is no employed backup individual in place to share or to independently
diversify the responsibilities assumed exclusively by the IT Manager position. We also noted that
one member of the Finance Department currently fills in for the IT Manager when he is out by
ensuring that the scheduled tape backups occur and that the tapes have been moved offsite to the
Recreation Center. However, we did note that the IT Manager is currently conducting interviews for
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MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

a qualified assistant to provide for the diversification of these exclusive control and maintenance
duties.

In the current situation, the City’s IT Manager has exclusive authority and control over all of the
City’s IT systems. Inthis role, he has complete access and exclusive control over the City’s financial
accounting systems, and he exclusively manages all user passwords and server authentication
requirements and has complete access and control over all employees’ incoming/outgoing email
activity.

We strongly recommend that you should seriously consider the formal development of a standby
alternative action plan that requires the complete development of written documentation which
adequately supports and documents all IT activity of the City. We suggest that this documentation
should include complete written systems documentation of all current and existing system
applications, controls and oversight responsibilities. It should also contain documentary summaries
of all current oversight authorizations assumed by the IT Manager that would mitigate the impact of
the loss, or impairment of the sole individual who is designated with this exclusive oversight
responsibility in the event of any unforeseen or anticipated circumstances. Potentially, we believe
that the City needs to be fully prepared for a situation in which they may have to lock down the
virtual private network connection, exchange server, and extranets, to reconfigure the existing
internet firewall and to modify all existing passwords, while maintaining the current network
configuration and IT infrastructure in order to keep the City’s business up and running in the event of
the temporary or permanent loss of these individuals.

We also strongly recommend that the City should consider hiring an assistant to the IT Manager
position. Additionally, we recommend that the City should be prepared to contract with an outside
network advisor that could assist with securing the city's data and information infrastructure should
the need arise in the future.

Current Year Status — This matter was corrected in the current year.

Muncipal Governance
Monitoring for fraud

In June 2003 the Comptroller General of the United States issued the 2003 revision of Government
Auditing Standards, which incorporated the American Institute of Certified Public Accountants’
promulgation Statements on Auditing Standards, No. 99 (SAS 99), Consideration of Fraud in a
Financial Statement Audit. SAS 99 includes a document titled “Management Antifraud Programs
and Controls: Guidance to Help Prevent, Deter, and Detect Fraud,” which spells out specific
recommendations to help the City Commission, audit committee, management and others to prevent
and detect fraud - from unproductive behavior and employee theft to misappropriation of assets and
fraudulent financial reporting. This document identifies the measures an organization should
consider taking to prevent, deter, and detect fraud. It maintains that the City should establish three
fundamental practices:

e A culture of honesty and high ethics
e Anti-fraud processes and controls
e An appropriate oversight process
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MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Management is responsible for overseeing the activities carried out by employees and for
implementing and monitoring anti-fraud processes and controls. However, it is possible that senior
management may initiate or participate in the concealment of a fraudulent act, because fraud can
occur when management overrides internal controls. For that reason, an audit committee or
appointed members of the Commission should supervise the activities of senior management. SAS 99
makes it clear that while management designs and implements anti-fraud systems and procedures,
strong oversight by the Commission, or audit committee, is absolutely crucial.

Accordingly, we recommend that the Commission discuss these matters with management and adopt
an active oversight process to evaluate management’s identification of fraud risks, implementation of
anti-fraud measures and maintenance of the appropriate supervision of the activities of senior
management, in addition to the activities involving all of the City’s personnel.

In addition, we recommend that management read the excerpt titled “Management Anti-fraud
Programs and Controls: Guidance to Help Prevent, Deter, and Detect Fraud” to better understand the
new requirements of this standard and for assistance in developing ways to enhance the City’s
internal controls to specifically address fraud risk factors, identify anti-fraud processes and controls,
monitor such processes and controls and to provide a means for reporting any wrongdoing.

Best Practices for Municipalities

In addition, the Sarbanes-Oxley Act of 2002, although not specifically applicable to local
governments, sets out some best practices for corporate governance, which have been adopted or are
being considered by other public sector entities, including municipalities. Because the City should
continually improve its financial reporting and also has a need to be responsive and proactive with
debt rating agencies, we believe it is important that the Council and senior management carefully
consider the following best practices arising from the Act and determine what related actions make
the most sense for the City at the present time:

e Senior financial managers should adopt a code of ethics and consider methods to ensure
compliance with this code.

e A confidential complaint (whistle-blower) mechanism should be made available to
employees to communicate concerns about accounting, auditing, or internal control
processes.

e Consideration should be given to implementing Section 302 of the Act. Section 302 requires
the CEO and CFO to assert that the financial statements have no material misstatements or
omissions and that they have evaluated disclosure controls and procedures.

e Section 404 of the Act addresses internal controls which are fundamental to sound financial
reporting and safeguarding of assets. A recommended practice is to document and evaluate
internal controls over a planned period of time.

Current Year Status — This comment is still applicable.
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MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Current Year Findings and Recommendations

A. Violations of Laws, Rules, and Reqgulations - None
B. lllegal or Improper Expenditures -None
C. Improper or Inadequate Accounting Procedures

Reconcile Bank Accounts on a Timely Basis

Monthly bank account reconciliations are the primary internal control procedure relating to the City’s
cash accounts. During the fiscal year, bank account reconciliations were prepared, however, the
General Fund’s primary pooled cash account was not completely reconciled. As of August 2005,
there was an unreconciled amount of approximately $1,200 in the checking account.

Although this amount may appear not to be material to the overall financial position of the City, it
may obscure significant but offsetting items (such as bank errors or improperly recorded transactions)
that would be a cause for investigation if the items were apparent. Unreconciled amounts should be
investigated and not be allowed to carry over from month to month. Also, it is generally easier and
less time-consuming to reconcile accounts while transactions are fresh in mind. We recommend that
all bank accounts be reconciled each month and that accounting management review and initial the
reconciliations to ensure propriety and completeness.

Reconcile Detail Property Records Monthly

During our testing of property and equipment, we found differences between the recorded balances of
fixed assets and the amounts listed in the detail schedules maintained by the accounting department.
Although the amounts of the differences were not significant, and correcting entries were made at
year end, the time spent by accounting personnel in reconciling such items for the entire year was
significant due to the large volume of property (asset) additions and dispositions and the number of
differences.

We recommend that such reconciliations be performed each month when any discrepancies can be
more easily and quickly researched and resolved. This includes verifying correct beginning balances
within the reconciling spreadsheets, recalculating prior year and current year amounts to ensure
formulas are working properly, footing and cross-footing data columns, and ensuring that all
supporting subsidiary ledgers and detail schedules properly tie to each other. In addition, the
reconciliations should be reviewed by a responsible person.

Accounts Receivable Reconciliation for FEMA

During the audit, we noted the following reconciliations were not being prepared on a timely basis
for transactions pertaining to FEMA:

e Sales to cash receipts and accounts receivable.

e Accounts receivable cash receipts detail to the general ledger.
e Accounts receivable detail to the general ledger.
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MANAGEMENT LETTER COMMENTS - (Continued) Exhibit A
Year Ended September 30, 2005
CITY OF HOLLY HILL, FLORIDA

Although correcting entries were made at year end, the time spent by City personnel in reconciling
such items for the entire year was significant due to the volume of transactions and number of
discrepancies.

In order to ensure proper valuation of the above accounts, we recommend that these reconciliations be
performed periodically and that reconciling items be resolved promptly. In addition, we recommend
that accounting management review and initial the reconciliations to ensure propriety and
completeness.

D. Other Matters
Conditions Causing Financial Condition Deterioration

As part of our audit we are required under the Rules of the Auditor General to assess the financial
condition of the City using procedures developed by the Auditor General for the purpose of
identifying deteriorating financial conditions that could result in a financial emergency. Based on our
assessment, the overall rating of the financial indicators used to determine whether the City’s
financial condition is deteriorating is inconclusive. Overall, the majority of the financial indicators
were unfavorable; however, the City shows a favorable trend in improving its ability to meet its
current needs.

Using the methodology recommended by the Florida Auditor General there are not enough
unfavorable trends and benchmark ratings to warrant a comment that the City’s financial condition is
deteriorating. However, we noted that the City’s amount of unreserved fund balance compared to
other cities in Florida, in its relative size based on population and property values, was lower than the
average for the others in the group. It is our understanding that the City continues to address these
concerns and is striving to increase current revenues, find new revenue sources, and continues to
control expenditures.

The applied procedures do not indicate a deteriorating financial condition, and we do not believe the
City is in a state of financial emergency as defined by Sec. 218.503, F.S. Nevertheless, the majority
of the financial indicators suggest a continued downward trend in the City’s ability to provide
services at the same level and quality that citizens have been accustomed to in prior years.

We recommend that you develop short-term and long-term financial plans that include steps to
strengthen the City’s financial condition. The financial plans should include: (1) a review of
spending needs; (2) a system for monitoring revenues and expenditures; (3) budget reserves to
provide for future capital needs and unexpected costs; (4) target fund equity levels; and (5) projected
revenues sufficient to cover projected costs.

107



Building,

Zoning,
Licensing &
Inspections
386-248-9442

Fax 386-248-9498

City

Clerk
386-248-9441

Fax 386-248-9448

City

Manager
386-248-9425

Fax 386-248-9448

Economic
Development
386-248-9424

Fax 386-248-9448

Finance
386-248-9427
Fax 386-248-9448

Human
Resources
386-248-9440

Fax 386-248-9448

Information
Technology
386-248-9449

Fax 386-248-9448

Public

Works
386-248-9463

Fax 386-248-9448

Recreation
386-248-9460
Fax 386-248-9499

Utility

Billing
386-248-9432

Fax 386-248-9448

CITY OF HOLLY HILL

The City with a Heart
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July 28, 2006

To the Honorable Mayor, City Commission
And City Manager

RESPONSE TO MANAGEMENT COMMENTS FYE 9/30/05

Prior Year Findings and Recommendations

Destruction/Disposal of Confidential Information

Some information on companies who may provide this service has been
received. A request for contract pricing information will be explored.

Monitoring for Fraud

The Finance Director and City Manager will work with the City Commission
and Department Heads to address the recommendations made by the
Auditors.

Current Year Findings and Recommendations

Reconcile Bank Accounts on a Timely Basis

The Finance Director and staff are aware of the need to reconcile bank
statements monthly and are incorporating into its procedures the accounting
management review as recommended.

Reconcile Detail Property Records Monthly

The Finance Department is working on reconciling property records monthly
and the reconciliations will be reviewed as recommended.

Accounts Receivable Reconciliation for FEMA

The Finance Director is aware of the need for reconciling on a timely basis
and will institute the procedures necessary to accomplish the
recommendations to perform a periodic review.
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RESPONSE TO MANAGEMENT COMMENTS FYE 9/30/05
July 28, 2006

Other Matters

Conditions Causing Financial Condition Deterioration

The City will review the recommendations to develop short-term and long-term
financial plans that include the necessary steps to strengthen the City’s financial
condition.

Prcade, iidicsnatse)

Brenda Gubernator
Finance Director
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