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INDEPENDENT AUDITORS' REPORT



BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees
City of Holly Hill, Florida
Municipal Firefighters’ Pension Trust Fund

We have audited the accompanying statements of plan net assets of the City of Holly Hill, Florida Municipal
Firefighters’ Pension Trust Fund as of September 30, 2002 and 2001 and the related statements of changes
in plan net assets for the years then ended. These financial statements are the responsibility of City of Holly
Hill, Florida Municipal Firefighters” Pension Trust Fund’s Board of Trustees and management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

As described more fully in Note 1, the accompanying financial statements present only the City of Holly Hill,
Florida Municipal Firefighters’ Pension Trust Fund and are not intended to present fairly the financial
position and results of operations of the City of Holly Hill, Florida in conformity with generally accepted
accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the plan net
assets of City of Holly Hill, Florida Municipal Firefighters’ Pension Trust Fund as of September 30, 2002
and 2001, and the changes therein for the years then ended in conformity with auditing standards generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated February 21, 2003
on our consideration of City of Holly Hill, Florida’s internal control over financial reporting and our tests
of compliance with certain provisions of laws, regulations, contracts and grants.

205 MAGNOLIA ST. - NEW SMYRNA BEACH, FL 32168-7125 - (386) 427-1333 - FAX (386) 427-5823 - www.bmcpa.com

MEMBER: American Institute of Certified Public Accountants and AICPA Private Companies Practice Section



The Board of Trustees

City of Holly Hill, Florida ‘
Municipal Firefighters” Pension Trust Fund
Page 2 of 2

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The
required supplementary information listed in the table of contents is presented for purposes of additional
analysis and is not a required part of the basic financial statements of City of Holly Hill, Florida Municipal
Firefighters” Pension Trust Fund. Such information has been subjected to the auditing procedures applied
in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in relation
to the financial statements taken as a whole.

This report is intended for the information of the Board of Trustees and management of the City of Holly
Hill, Florida Municipal Firefighters’ Pension Trust Fund. However, this report is a matter of public record
and its distribution is not limited.

Bt M lhs.. ¢ Co., Cho

February 21, 2003
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STATEMENTS OF PLAN NET ASSETS Statement 1
September 30, 2002 and 2001 '

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS' PENSION TRUST FUND

September 30,
2002 2001
Assets:
Cash and cash equivalents ........ccoovevuisme e g 2,340 3,605
Investiments:
Money market fUndS ..o s 60,328 51,882
U.S. government aNd AZENCY .vvuviereeieimivsiareinieiinsessssns s ressnsesmensossrasasrssnss 646,354 597,857
U.S. corporate debt obligations ... 282,571 325,659
U.S. cOrpOrate qUItIES ...ovvvreirrierrete s s nesrrss e s s e s 777,517 941,175
Accrued interest reCeiVaDIE ..o e 14,137 12,034
IOUE TrOM BEOKEIS ovvvvvreeeseeeeeeeeeestesrmeeseesasstesaassnsrss i peeaeanseeseeneebeesssdessasssiasnassarnses 1,832 5,306
Ot ASSEES oo ceteeieetsssnessrevaseameeneeseaesesnsansesresssessanssnsnsensesnernsessies 1,785,079 1,937,518
Liabilities:
ACCOUTIS PAYADIE ..cuovviiiiierce et e e 3,334 26,917
Net Assets:
Net assets reserved for employees' pension benefits ..., 3 1,781,745 1,910,601

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



STATEMENT OF CHANGES IN PLAN NET ASSETS
For the Fiscal Years Ended September 30, 2002 and 2001
CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS' PENSION TRUST FUND

Additions:
Contributions from:

BEIMPIOYET ..ottt sttt b e bbb
37 11 <SR U OO
PIAI INEMIDETS 1evverrreeeeeeeeeeieesssiirsiessiessbatrstsnnreeraaasseesateeeeemsssisnasassssssnasasnsns

Total COMTIDULIONIS . . veesseeseeerreersereereerinrreeesrersressmmtrssssassnsearesssnsennns

Investment income:
Net realized and unrealized appreciation

(depreciation) in fair value of INVESIMENTS ...vveve e
Interest and dividend €amMings .....ccovvvvrriiiirimemeis e

Less: investment management fEes .....oovvvmvrvieeien it
Total INVESIMENT ICOME .ee.vviiereeeerreie e et sssssra s s ssees

Total AAQIEIONS oo ecvveceeee e i s s ee v receeseeeeteesasessssrnssnssreessnersenen

Deductions:

Benelit PAYMENS ...oc.iciicieerrsismrirne it e st iess st ans
Refunds/WItRArawals ... eevevccemnmennii s e
AdMinistrative BXPENSES vuvw e ierrsrsisiienss s s s

Total dedUCHIONS. ....veervrresrereeeneerreerere st s esesrasasss s rassesesnens

INEL INICTCASE .ovvererseeersececeerrseessrirssseantessiasssntaresnesssssssrararsyssraasssmseeseess

Net assets held in trust for pension benefits:

Begitining OF YEAL ..ccvcerereriieerneteis s rsn s s sssa s s sssess s

End of year .....c.cooeeni T etsineaseieeseeredtieieteeeatiatarent e et TR e e e n e animer bbb raes

Statement 2
September 30,

2002 2001
69,527 63,886
35,164 57,753
42,594 38,550

147,285 160,189
(160,162) (144,512)
71,110 77,708
(89,052) (66,304)
(19,243) (31,176)
(108,295) {97,980)
38,990 62,209
150,365 141,771
430 5,740
17,051 19,148
167,846 166,659
(128,856) (104,450)
1,910,601 2,015,051
1,781,745 1,910,601

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Plan

The City of Holly Hill, Florida provides a single-employer defined benefit pension plan for all firefighters, which
assets are included in the Municipal Firefighters’ Pension Trust Fund (the "Fire Plan"). The funding methods
and the determination of benefits payable are provided in the various acts of the Florida Legislature, which
created the fund, including subsequent amendments thereto. More information relating to the funding methods,
determination of benefits, and permissible investments for the Fire Plan can be found in Chapters 175, Florida
Statutes. These statutes provide, in general, that funds are to be accumulated from employee contributions, City
contributions, State appropriations and income from investments from accumulated funds. The actalso 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 Fire Plan are
administered, managed, and operated by a five-member Board of Trustees using the services of the City staff,
local financial institutions, and third-party fund custodians.

All 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 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:

Participant data as of October 1, 2001, the
date of the most recent actuarial valuation:

Retirees and beneficiaries currently receiving benefits . ... 7
Vested terminated employees ... i, 1
Active employees:
Fullyvested ... ... ... i i 1
Nomvested . ..o e e 11
Total participants . . ... .. ..o _20

Although there is no intent to do so, if the Fire Plan is terminated for any reason, the Board of Trustees shall
apportion and distribute the Fire Plan's assets in accordance with the requirements set forth in Chapter 175 of
the Florida Statutes.

Reporting Entity
The accompanying financial statements present only the Fire Plan and are not intended to represent the financial
position or results of operations of the City of Holly Hill, Florida taken as a whole.

Fund Accounting

The accounts of the Fire Plan are organized as a Pension Trust Fund, which is considered a separate accounting
entity. A pension trust fund is used to account for assets held by a governmental unit in a trustee capacity or as
an agent for individuals, private organizations, other governments, and other funds. The fiscal operations of the
fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, net assets



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (CONTINUED)

reserved for employee’s pension benefits and additions to and deductions from net assets reserved for employees’
pension benefits. Resources are allocated to, and accounted for, based upon the purposes for which they are to
be spent and the means by which spending activities are controlled.

Basis of Accounting

The accrual basis of accounting is utilized in presenting the Fire Plan’s plan net assets and changes in net plan
assets. Revenue is recognized when earned and expenditures are recognized when they are incurred. 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 Plan. 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. :

Method Used to Value Investments

Investments are reported at fair value and are managed by the Fire Plan’s Board of Trustees and a third party
money manager. 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.

NOTE 2 - CASH DEPOSITS AND INVESTMENTS

Pursuant to the applicable provisions of Chapter 280, Florida Statutes, (The Florida Security for Public Deposits
Act), the State of Florida, Department of Insurance, Bureau of Collateral Securities, and the Department of
Treasury have established specific requirements relative to 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 Treasurer
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 Treasurer to secure such deposits. Additional collateral, up
to a maximum of 125% may be required.if deemed necessary under the conditions set forth in the Act. Securities
eligible to be pledged as collateral are generally limited to obligations of the United States government and any
state thereof and are held in the name of the State Treasurer's office. Compliance with the provisions of Chapter
280, F.S., is monitored by the Department of Insurance.



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 2 - CASH DEPOSITS AND INVESTMENTS - (CONTINUED})

Depasits

At September 30, 2002, the carrying amount and the bank balance of the Fire Plan’s deposits, including money
market funds with financial institutions, was $62,668 and $62,668, respectively. The deposits were held in two
separate financial institutions at September 30, 2002 as follows:

Carrying Bank
Amount Balance
Insured (FDIC) ...ttt es s $ 2,340 $ 2,340
Uninsured:
Uncollateralized ... ... ..ottt iiaiennnnnn 60,328 60,328
Total deposits .. vveriiie i $_62.668 $ 62 668
Investments

The Fire Plan’s investment policies are governed by state statutes (Chapter 175, F.S.) and by an investment policy
adopted by its 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.

The following schedule categorizes the level of risk assurned by the Fire Plan relating to investments held:

» Category 1 includes investments that are insured, registered, or for which the securities are held by the
Fire Plan or its agent in the Fire Plan's name.

+ Category 2 includes uninsured and unregistered investments for which the securities are held by the banks’
trust departments or agents in the Fire Plan's name.

+ Category 3 includes uninsured and unregistered investments for which the securities are held by the banks,
or by their trust departments or agents but not in the Fire Plan’s name.

All of the Fire Plan’s investments are classified as Category 3 investments at September 30, 2002 and 2001.



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

The following presents the fair value of investments held by the Fire Plan at September 30:

2002 2001
U.S. government and agencies ...........oovreeennaennn $ 646,354 597,857
U.S. corporate obligations ..............coiiiiiiiennnnn 282,571 325,659
U.S.corporate eqUities . ... ... .coiiiieniiiinnnenanns 777,517 941,175
] 7Y $ 1,706442 1916573

During 2002 and 2001, the Fire Plan's cash and investments (including cash and investments bought, sold, as well
as held during the year) depreciated in fair value by $160,162 and $144,512, respectively, as follows:

Net
Appreciation
{Depreciation)
in Fair
Value Value
During End
the Year  of Year

September 30, 2002:
Cashdeposit «..ovvnnrn it i $ - 2,340
Money marketaccount ... ... ... . i i - 60,328
U.S. government and agencies . ........ ... vt 48,497 646,354
U.S. corporate obligations ............... ... ... ... .. (43,088) 282,571
U.S. corporate €qUItIES . .. .. vvvuener i (165.571) 717,517
Total ....... P $ _(160.162) 1,769,110

September 30, 2001:
Cashdeposit .....coviiii i i 3 - 3,605
Money marketaccount .. ... .. i i - 51,882
U.S. government and 8geNcies . .....oovvviiiiarienann 30,053 597,857
U.S. corporate obligations ............. ... .. . ... 27,262 325,659
U.S. corporate equities ... ... .. ...t (201.827) 941.175
Total .ot e $ _(144512) _1.920.178

At September 30, 2002, the Plan had four investments in U.S. government securities which totaled $471,583.
No other investments in an individual entity exceeded 5% of plan net assets at September 30, 2002.



NOTES TO THE FINANCIAL STATEMENTS - (Continued)
September 30, 2002 and 2061

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 3 - CONTRIBUTIONS

The City of Holly Hill, Florida provides contributions to the Fire Plan under the authority of Chapter 175, Florida
Statutes and pursuant to City ordinances. Employees covered under the plan are required to make contributions
of 10% of their compensation. City contributions to the Fire Plan (currently 24.2%) are made as needed to fund
any actuarial deficiency. If an employee leaves covered employment or dies before 10 years of credited service,
accumulated employee contributions, plus interest, are refunded to the employee or a designated beneficiary.
The ordinances also require the City to make an annual contribution to the Fire Plan at actuarially determined
rates that, expressed as percentages of annual covered payroll, are adequate to accumulate sufficient assets to pay
benefits when due. The City is obligated by law to make all required contributions to the Fire Plan.

During the year ended September 30, 2002, the actuarially determined minimum deposit was $137,884. Amounts
actually contributed by the City and covered Fire Plan employees totaled $104,691 and $42,594, respectively,
a total of $147,285 for the fiscal year ended September 30, 2002.
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REQUIRED SUPPLEMENTARY INFORMATION
September 30, 2002 :
CITY OF HOLLY HILL, FLORIDA
MUNICIPAL FIREFIGHTERS' PENSION TRUST FUND

SCHEDULE OF FUNDING PROGRESS

Schedule 1

Unfunded
(Assets in
Actuarial Excess of)
Accrued Unfunded AALasa
Actuarial Liability {Assets in Percentage
Actuarial Value of (AAL) Excess of) Funded Covered of Covered
Valuation Assets Entry Age AAL Ratio Payroll Payroll
Date (a) (b} (b-a) (a/b} (c) {(b - a)/c)
10/01/1994 $1,080,566 $1,080,566 30 100.00% $305,913 0.00%
10/01/1996 $1,399,697 $1,399,697 50 100.00% $266,576 0.00%
10/01/1997 $1,719,631 $1,719,631 50 100.00% $306,325 0.00%
10/01/1998 $1,831,190 $1,831,190 50 100.00% $326,669 0.00%
10/01/1999 51,964,236 $1,964,236 30 100.00% $381,325 0.00%
10/01/2000 $2,044,098 $2,044,098 30 100.00% $339.489 0.00%
10/01/2001 $2,089,520 $2,089,520 30 100.00% $402,803 0.00%

SCHEDULE OF CONTRIBUTIONS FROM EMPLOYER
AND OTHER CONTRIBUTING ENTITIES

Year Annual
Ended Required Employer State Percentage
September 30 Contribution  Contributions  Contributions Contributed
1995 $99,442 $85,580 318,124 104.29%
1996 $95,129 $73,256 $22,790 100.96%
1997 $80,281 $59,009 321,272 100.00%
1998 $87.,446 $89,109 337,878 145.22%
1999 $83,017 $55,985 328,077 * 101.26%
2000 $70,054 $41,977 $28,077 * 100.00%
2001 370,960 360,875 328,077 * 125.36%

* "Frozen" per Chapter 175, Florida Statutes, as amended

Source: Foster & Foster, Inc., Actuaries
Valuation dated 10/01/2001

10



NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The information presented in the required supplementary schedules was determined as part of the actuarial
valuations at the dates indicated. Additional information as of the latest actuarial valuation is as follows:

Contribution rates as of 09/30/2001:

01 g 24.2%
PlanMembers ........ .ot irerneeeeenn. 10.0%
Valuationdate ... oot e October 1, 2001
Actuarial costmethod . ........ ... ... ..., Aggregate Actuarial Cost @
Amortizationmethod ............... .. ... ... N/A®
Remaining amortizationperiod . . .............. N/A®
Asset Valuation Method ....... e e Investments Return Over

Last Four Years
Actuarial assumptions:

Investment rate of return® .. ... ... ... ... 7.5%, net of investment expenses
Projected salary increases @ ................ 5.0%
® includes inflationat ................... 2.5%

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

o The Aggregate Actuarial Cost method does not identify or separately amortize unfunded
“actuarial liabilities.
@ The amortization method and period are not applicable for this plan since the Aggregate
Actuarial Cost method is being used.

Three Year Trend Information is as follows:

Annual Percentage Net

Pension of APC Pension
Fiscal Year Ending’ Cost (APC) _Contributed Obligation
09/30/01 . ..ot e $42,883 125% 5 (56,682)
00/30/00 . .. s $41,977 100% $(39,318)
00/30/99 . . i e e $54,940 101% $ (39,956)

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 VI, Chapter 112, Florida Statutes) in 1980. Accordingly,
the City has funded the actuarially determined required contributions for all years from October 1, 1987, throu gh
the transition date, October 1, 1997. Thus, the Net Pension Obligation on October 1, 1997 was $-0-.

il



NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - (Continued)
September 30, 2002 and 2001

CITY OF HOLLY HILL, FLORIDA

MUNICIPAL FIREFIGHTERS’ PENSION TRUST FUND

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
The development of the Net Pension Obligation (NPO) in the Fire Plan through October 1, 2001 is as follows:

09/30/99 09/30/00 09/30/01

Actuarially determined contribution .. ......... 3 54,940 41,977 42 883
Imtereston NPO .. ..., (2,966) (2,997) (2,949)
Adjustment ... 3.597 3,635 3.577
Annual Pension Cost ..o .o vvven vy 55,571 42,615 43,511
Contributionsmade . ............. ... 55,986 41.977 60,875
Increase inNPO .............ooviiiininn.. (415) 638 (17,364)
NPO - beginning of year .................... (39.541) (39.956) (39.318)
NPO-endofyear ....oooveiinieenannunen.. $ _ (39,956 (39.318) (56,682)

12
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

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

The Board of Trustees
City of Holly Hill, Florida
Municipal Firefighters’ Pension Trust Fund

We have audited the accompanying financial statements of the City of Holly Hill, Florida Municipal Firefighters’
Pension Trust Fund as of and for the year ended September 30, 2002, and have issued our report thereon dated
February 21, 2003. We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Compliance
As part of obtaining reasonable assurance about whether City of Holly Hill, Florida Municipal Firefighters’

Pension Trust Fund’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, 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 that are required to
be reported under Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered City of Holly Hill, Florida Municipal Firefighters’ Pension
Trust Fund’s internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance 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 over financial reporting that might be material weaknesses.
A material weakness is a 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 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.

This report is intended solely for the information and use of the Board of Trustees, management, and specific
legislative or regulatory bodies and is not intended to be and should not be used by anyone other than these
specified parties.

Bk Milldd o, Ct>

February 21, 2003

13
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BRENT MILLIKAN & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

MANAGEMENT LETTER

The Board of Trustees
City of Holly Hill, Florida
Municipal Firefighters’ Pension Trust Fund

We have audited the financial statements of the City of Holly Hill, Florida, Municipal Firefighters’ Pension Trust
Fund, as of and for the fiscal year ended September 30, 2002, and have issued our report thereon dated February
21, 2003.

We conducted our audit in accordance with United States generally accepted auditing standards; 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 Auditor's Report on Compliance and Internal Control over
Financial Reporting Disclosures in that report, which is dated February 21, 2003, 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)(g)1.a.) require that we address in the management letter, if not already addressed in
the auditor's reports on compliance and internal controls, whether or not inaccuracies, shortages, defalcations,
fraud, and/or violations of laws, rules, regulations, and contractual provisions reported in the preceding annual
financial audit report have been corrected. There were no inaccuracies, irregularities, shortages, defalcations,
and/or violations of laws, rules, regulations, and contractual provisions disclosed in the preceding annual report
that required correction.

The Rules of the Auditor General (Section 10.554(1)(g)1.b.), require that we address in the management letter,
if not already addressed in the auditor's reports on compliance and internal controls, whether or not
recommendations made in the preceding annual financial audit report have been followed. There were no
recommendations made in the preceding annual financial audit report that required correction.

As required by the Rules of the Auditor General (Section 10.554(1)(g)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 the City of Holly Hill, Florida, Municipal Firefighters’ Pension
Trust Fund, complied with Section 218.415, Florida Statutes.

14
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The Board of Trustees

City of Holly Hill, Florida

Municipal Firefighters’ Pension Trust Fund
Page 2

The Rules of Auditor General (Section 10.554(1)(g)4.) require disclosure in the management letter of the
following matters if not already addressed in the auditor's reports on compliance and internal controls: (1)
violations of laws, rules, regulations, and contractual provisions that have occurred, or are 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. Our audit disclosed no matters required to be reported.

The Rules of the Auditor General (Section 10.554(1)(g)(5).) also require that the name or official title and legal
authority for the governmental entity be disclosed in the management letter, unless disclosed in the notes to the
financial staternents. The City of Holly Hill, Florida Municipal Firefighters’ Pension Trust Fund was formed
under various acts of the Florida Legislature, including subsequent amendments thereto. More information relating
to the funding methods, determination of benefits, and permissible investments for the City of Holly Hill, Florida
Municipal Firefighters” Pension Trust Fund can be found in Chapters 175, Florida Statutes.

As required by the Rules of the Auditor General (Section 10.554(1)(g)(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 the City of Holly Hill, Florida Municipal Firefighters’ Pension
Trust Fund 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)(g)}(6).b.), we determined that the annual
financial report for the City of Holly Hill, Florida Municipal Firefighters’ Pension Trust Fund for the fiscal year
ended September 30, 2002, filed with the Division of Retirement pursuant to Section 175.261, Florida Statutes,
is in agreement with the annual financial audit report for the fiscal year ended September 30, 2002.

As required by the Rules of the Auditor General (Section 10.554(g)(6).c. and 10.556), we applied financial
condition assessment procedures as of the fiscal year ended September 30, 2002, Itis the trustees’ responsibility
to monitor the plan’s financial condition, and our financial condition assessment was based in part on
representations made by the trustees’ and the review of financial information provided by same. As a result of
these procedures we determined that the plan’s financial condition is not deteriorating.

This report is intended solely for the information and use of the Board of Trustees, management, and specific

legisiative or regulatory bodies and is not intended to be and should not be used by anyone other than these
specified parties.

Bred Milld 3 bs, Pl

February 21, 2003
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