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INDEPENDENT AUDITORS’ REPORT

To the Governing Board,
City of Holly Hill Community Redevelopment Agency:

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities and each major fund of the City
of Holly Hill Community Redevelopment Agency (the CRA), as of and for the year ended September 30,
2022, and the related notes to the financial statements, which collectively comptise the CRA’s basic
financial statements as listed in the table of contents,

In our opimion, the accompanying financial statements present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the CRA, as of
September 30, 2022, and the respective changes in financial position and, where applicable, cash flows
thereof, for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Basis for Opinions

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. Our responsibilities under those standards are
further described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of the CRA and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Managementt for the Financial Statements

The CRA’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud or
eiror.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the CRA’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 6, 2023,
on our consideration of the CRA’s infernal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the CRA’s internal control over financial
reporting and compliance.

e el b
Daytoné Beach, Florida .

March 6, 2023



Government-wide Financial Analysis

Statement of Net Position

The following is a summary of the CRA’s governmental activities net position for each of the past two
years:
Governmenial Activities

2022 2021

ASSETS

Current and other assets $ 6,836,872 $ 6,259,829
Total assets $ 6,836,872 $ 6,259,829
LIABILITIES

Current Labilities $ 770,049 3 69,524

Noncurrent habilities 3,230,000 3,995,000
Total Habilities $ 4,000,049 $ 4,064,524
NET POSITION

Restricted $ 2,836,823 $  2,195.305
Total net position $ 2,836,823 $  2,195305

Statement of Activities

The following is a summary of the changes in the CRA’s governmental activities net position for each of

the past two years:
Governmental Activities

2022 2021

REVENUES

Property taxes $ 1,289,675 $ 1,253,952

Intergovernmental 3,671,956 1,367,409

Other revenues 406,130 25,353
Total revenues 5,367,761 2,646,714
EXPENSES

General Government 108,546 53,716

Public safety 161,454 181,447

Fconomic environment 535,276 348,483

Culture and recreation 134,099 138,295

Capital improvements 3,692,081 -

Interest on long-term debt 86,207 101,893
Total expenses 4,717,663 823,834
Net income before transfers 650,098 1,822,880
Transfers to primary government {8,580) -
Change in net position 641,518 1,822,880
Net position, beginning of year 2,195,305 372,425
Net position, end of year $ 2,836,823 $ 2,195,305




CITY OF HOLLY HILL COMMUNITY REDEVELOPMENT AGENCY
BALANCE SHEET / STATEMENT OF NET POSITION

SEPTEMBER 30, 2022
Statement of
Balance Sheet Net Position
CRA Governmental
Fund Adjustments Activities
ASSETS
Cash and cash equivalents $ 6,377,663 $ - $ 6,377,663
Receivables, net 468 - 468
Due from other governments 458,741 - 458,741
Total assets $ 6,836,872 % - $ 6,836,872
LIABILITIES
Accounts payable and accrued Habiiities $ 735164 % - § 735164
Accrued interest - 34,885 34,885
Noncurrent liabilities:
Due within one year:
Bonds and notes payable - 780,000 780,000
Due in more than one yeax:

Bonds and notes payable - 2,450,000 2,450,000
Total liabilities 735,164 3,264,885 4,000,049
FUND BALANCE / NET POSITION

Fund Balance:
Restricted for:
Community redevelopment 5,744,401 (5,744,401) -
Debt service 357,307 (357,307) -
Restricted for:

Community redevelopment - 2,514,401 2,514,401

Debt service - 322,422 322,422
Total fund balance / net position 6,101,708 (3,264,885) 2,836,823
Total liabilities and fund balance / net position ~ $ 6,836,872 $ - $ 6,836,872

The accompanying notes to financial statements are an integral part of this statement.
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CITY OF HOLLY HILL COMMUNITY REDEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS ‘
SEPTEMBER 30, 2022

(1) Summary of Significant Accounting Policies:

The financial statements of the City of Holly Hill Community Redevelopment Agency (the CRA), have
been prepared in conformance with accounting principles generally accepted in the United States of
America as applicable to governmental units. The Governmental Accounting Standards Board (GASB) is
the accepted body for promulgating governmental accounting and financial reporting principles and the
CRA has adopted the GASB Codification. The following is a summary of the CRA’s significant
accounting policies:

(a) Reporting entity—The City of Holly Fill Community Redevelopment Agency was created on
May 28, 1996, by Ordinance No. 2426 of the City of Holly Hill, Florida (the City), pursuant to
Florida Statute 163.387, to account for the receipt and expenditure of propesty tax revenues from the
tax increment financing district to support redevelopment in the designated community
redevelopment area. Since the City is financially accountable for the activities of the CRA, its
governing board is the same, and its relationship to the CRA is significant, the CRA is considered to
be a blended component unit in the City’s financial statements, where it is also reported as a major
special revenue fund.

The CRA has determined there are no component units that meet criteria for inclusion in the CRA’s
financial statements.

(b) Government-wide and fund financial statements—The government-wide financial
statements (i.e., the statement of net position and the statement of activities) report information on
all of the activities of the CRA. The CRA only has governmental activities and does not engage in
any business-type activity. Direct expenses are those that are clearly identifiable with a specific
function or segment. General revenues include ad valoremn taxes and interest income. Fund financial
statements are presented for the CRA’s General Fund. The General Fund, which accounts for all
financial operations of the CRA, is considered to be a major fund and is the only fund of the CRA.

(c) Measurement focus, basis of accounting, and financial statement presenfation—The
government-wide financial statements are reported using the economic resources measurement
Jocus and the acerual basis of accounting. Revenues are recorded when earmed, and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and
similar items are recognized as revenue when all eligibility requirements imposed by the grantor
have been met.

Govertunental fund financial statements are reported using the cwrrenmt financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the CRA considers property revenues to be available if they are collected within 60
days of the end of the current period. Grants, other intergovernmental revenues, charges for services,
licenses 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. Expenditures generally
are recorded when a liability is incurred. However, expenditures related to long-term agreements are
recorded only when payment is due.



(D

CITY OF HOLLY HILL COMMUNITY REDEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022

Summary of Significant Accounting Policies: (Continued)

(k) Yund equity—In the fund financial statements, governmental funds report fund balance
classifications that comprise a hierarchy based primarily on the extent to which the CRA is bound to
honor constraints on the specific purpeses for which amounts in those funds can be spent. Those
classifications are as follows:

Nonspendable — amounts not available io be spent or not in spendable form, such as inventory
and prepaid items.

Restricted — amounts constrained to specific purposes by their providers (such as grantors and
higher levels of government), through constitutional provisions or by enabling legislation.

Commitfed — amounts constrained to specific purposes based on actions taken by the CRA
governing board through ordinance.

Assigned — amounts the CRA intends to use for a specific purpose. Intent can be expressed by
the CRA governing board or by an official or body which the Board delegates authority.

Unassigned — amounts that are available for any purpose.

When an expenditure is incurred for purposes for which both restricted and unrestricted resources
are available; the CRA considers restricted funds to have been spent first. When expenditure is
incwred for which commiited, assigned, or unassigned fund balances are available, the CRA
considers amounts to have been spent first out of committed funds, then assigned funds and finally,
unassigned funds, as needed.

() Deferred outflows/inflows of resources—In addition fo assets, the statement of financial
position will sometimes report a separate section for deferred outflows of resources. This separate
financial statement element represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure) until then.
The CRA has no items that meet this reporting criteria.

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element represents an acquisition
of net position that applies to a future period and will not be recognized as an inflow of resources
(revenue) until that time. The CRA has no items that meet this reporting criteria.

(m) Net position flow assumption—Sometimes the CRA will fund outlays for a particular
purpose from both restricted and unrestricted resources. In order to determine amounts reported as
restricted and unrestricted net position, it is the CRA’s policy to consider restricted net position to
have been used before unrestricted net position is applied.

(n) 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.
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CITY OF HOLLY HILL COMMUNITY REDEVELOPMENT AGENCY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2022
(4) Long-Term Liabilifies:

Long-term liability activity for the year ended September 30, 2022, was as follows:

Beginning Ending Due Within
Balance Additions Deletions Balance One Year
Governmentzl activities:
Bonds and notes payable $ 3,995,000 % - % (765,000) $ 3,230,000 % 780,000

Bonds and notes payable in the CRA’s governmental activities at September 30, 2022, were comptised of
the following obligations:

Redevelopment Revenue Note, Series 2012, dated April 25, 2012 for principal of $4,835,000. The
interest rate of 2.48%, with principal and interest payments due semi-annually through 2026, and
secured by tax increment revenues, The outstanding balance at September 30, 2022, was $1,525,000.

Redevelopment Revenue Note, Series 2013, dated April 24, 2013 for principal of $5,000,000. The
interest rate is a fixed rate of 2.33%, with principal and interest payments due semi-annually through
2026, and secured by tax increment revenues. The outstanding balance at September 30, 2022, was
$1,705,000.

Annual debt service requirements to maturity for the CRA’s governmental activities bonds and notes payable
are as follows:

Year Ending Governmental Activities

September 30, Principal Interest Total
2023 3 780,000 § 72,855 $ 852,855
2024 800,000 54,012 854,012
2025 815,000 34,750 849,750
2026 835,000 15,003 850,003
Total $ 3,230,000 § 176620 § 3,406,620

(5) Commitments and Contingencies:

The CRA is engaged in various liability claims incidental to the conduct of its general government
operations at September 30, 2022. The cutcomes of established claims are included in these financial
statements. In the opinion of the CRA and the primary government’s legal counsel, no legal proceedings
are pending or threatened against the CRA which are not covered by applicable insurance which would
inhibit its ability to perform its operations or materially affect its financial condition.

The CRA 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
limited risk, high deductible commercial general liability insurance. Commercial insurance policies are
also obtained for other risks of loss, including 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
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Goverrﬁng Board,
City of Holly Hill Community Redevelopment Agency:

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial andits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the City of Holly Hill Community Redevelopment Agency (the CRA),
as of and for the year ended September 30, 2022, and the related notes to the financial statements, which
collectively comprise the CRA’s basic financial statements and have issued our report thereon dated
March 6, 2023,

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City’s internal conirol.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misslatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control that
might be material weaknesses ot significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that have not been identified. We identified certain deficiencies in internal control
described below that we consider to be material weaknesses.

2022-001 Accrual of Capital Expenditures: Significant account balances and transactions should
be properly recorded in compliance with generally accepted accounting principles in the United
States of America. An adjustment was necessary to accrue expenditures totaling $706,500 related to
building phase two of Pictona at Holly Hill at September 30, 2022. We recommend the City review
all capital expenditures to ensure they are properly accrued at year end.
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INDEPENDENT AUDITORS’ MANAGEMENT LETTER REQUIRED
BY CHAPTER 10.550, RULES OF THE STATE OF FLORIDA
OFFICE OF THE AUDITOR GENERAL

To the Governing Board,
City of Holly Hill Community Redevelopment Agency:

Report on the Financial Statements

We have audited the financial statements of the City of Holly Hill Community Redevelopment Agency
(the CRA), as of and for the fiscal year ended September 30, 2022, and have issued our report thereon
dated March 6, 2023,

Auditors’ Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Complroller General of the United States, and Chapter 10.550, Rules of the Florida Auditor
General.

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards; and Independent Accountants’ Report on an examination conducted in
accordance with AICPA Professional Standards, AT-C Section 315, regarding compliance requirements
in accordance with Chapter 10.550, Rules of the Auditor General. Disclosures in those reports, which are
dated March 6, 2023, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(D)1., Rules of the Auditor General, requires that we determine whether or not corrective
actions have been taken to address findings and recommendations made in the preceding annual financial
audit report. Corrective actions have been taken by the CRA related fo prior year finding 2021-001
Donated Capiial Assets.

Official Title and Legal Authority

Section 10.554(1)(1)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The legal authority for the
CRA is disclosed in Note 1 of the basic financial statements.
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Additional Matters

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

Purpose of this Letter
Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and Florida House of Representatives, the Florida Auditor

General, Federal and other granting agencies, the CRA’s governing board and applicable management,
and is not intended to be and should not be used by anyone other than these specified parties.

/
Daytona Beach, Florida 61‘“ MW 7 b. / P‘ k.
March 6, 2023 .
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HOLLY HILL

MEMOC TO: The Honorable Mayor and City Commission

The State Auditor General
THRU: Joseph Forte, City Manager
FROM: Susan A. Lincoln, Finance Director%a'\
DATE: March 9, 2023

SUBJECT: Reply to the Independent Auditor's Report on Internal Confrol and Management
Letter Comments for Fiscal Year Ended September 30, 2022

FINANCIAL STATEMENT FINDINGS

2022-001: Accrnal of Capital Expenditures
Management concurs with this comment and recommendation. Management will review all capital

expenditure transactions monthly to ensure proper recording in compliance with generally accepted
accounting principles.

2022-002: Unauthorized User Access to Accounting System Functions
Management concurs with this comment and recommendation. Management will complete a

comprehensive review of user's access rights ensuring administrative access is limited to IT depariment
persennel only,
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