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INDEPENDENT AUDITOR’S REPORT

Honorable Board of County Commissioners

Honorable Mary M. Johnson, Clerk and Accountant to the
Board of County Commissioners

Santa Rosa County, Florida

We have audited the accompanying special purpose financial statements, as listed in the table of
contents, of the Board of County Commissioners of Santa Rosa County, Florida (hereinafter referred
to as “Board”), as of and for the year ended September 30, 2002. These special purpose financial
statements are the responsibility of the Board’s management. Our responsibility is to express an
opinion on these special purpose financial statements based on our audit.

Except as discussed in the following paragraph, 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 opinion.

The valuations for general fixed assets were not properly documented. The Board has not
established records showing the actual or estimated historical cost of these assets. It was not feasible
to apply alternative auditing procedures to determine the fairness of values reported.

The accompanying financial statements were prepared for the purpose of complying with state
reporting requirements as described in Note A and are intended to present the financial position and
results of operations of only that portion of the financial reporting entity of Santa Rosa County,
Florida that is attributable to the transactions of the Board of County Commissioners of Santa Rosa
County, Florida.

In our opinion, except for the effects of adjustments, if any, that might have been disclosed had the
valuations for general fixed assets been documented as described in the third paragraph of this
report, the special purpose financial statements referred to above, present fairly, in all material
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respects, the financial position of the Board of County Commissioners of Santa Rosa County,
Florida, as of September 30, 2002, and the results of its operations and cash flows of its proprietary
fund types 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 January
14, 2003 on our consideration of the Board’s internal control over financial reporting and our tests of
its compliance with certain laws, regulations, contracts and grants. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the special purpose financial
statements taken as a whole. The combining financial statements listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the special purpose
financial statements of the Board. Such information has been subjected to the auditing procedures
applied in the audit of the special purpose financial statements and, in our opinion, is fairly presented
in all material respects in relation to the special purpose financial statements taken as a whole.

I ibutlian W LLP

January 14, 2003



Santa Rosa County, Florida Board of County Commissioners
COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS
September 30, 2002

Proprietary Fiduciary
Governmental Fund Types Fund Types Fund Types Account Groups
General General Totals
Special Debt Capital Internal Fixed Long-Term (Memorandum
ASSETS AND OTHER DEBITS General Revenue Service Projects Enterprise Service Agency Assets Debt only)
Cash and cash equivalents $ 2,500,264 $ 8,973,530 $ 15,579 $ 3,532,648 $ 4,133,098 $ 1,095,046 $ 89,110 $ - $ - $ 20,339,275
Investments 6,336,721 10,109,071 9,772 1,616,826 2,235,359 1,888,142 -- -- -- 22,195,891
Restricted assets
Investments - - - - 1,796,630 - - - - 1,796,630
Receivables, net of uncollectibles
Accounts 85,187 688,381 -- -- 373,644 107 282,179 -- -- 1,429,498
Interest - -- - - 33,200 - - - - 33,200
Notes - current - - - - 39,936 - - - - 39,936
Leases - current 53,703 - - - 11,133 - - - -- 64,836
Notes - long term - - - - 1,443,921 - - - - 1,443,921
Leases - long term 12,062 -- -- -- -- -- -- -- -- 12,062
Due from other governments 1,552,975 7,736,086 - 325,051 - - 226 - - 9,614,338
Due from other funds 1,445,084 150,000 -- -- -- 100,000 399,551 -- -- 2,094,635
Advances to other funds - 137,717 - - - - - - - 137,717
Inventory 8,698 357,640 -- -- -- -- -- -- -- 366,338
Deferred charges - - - - 96,978 - - - - 96,978
Fixed assets, net of accumulated
depreciation -- -- -- -- 9,113,299 -- -- 89,268,814 -- 98,382,113
Amount to be provided for compensated
absences - - - - - - - - 2,762,482 2,762,482
Amount to be provided for retirement
of general long-term obligations - - - - - - - - 7,052,278 7,052,278
Amount available in debt service
fund -- -- -- -- -- -- -- -- 25,351 25,351
Total assets and other debits $ 11,994,694 $§ 28,152,425 $ 25351 $ 5,474,525 $ 19,277,198 $ 3,083,295 $ 771,066 $ 89,268,814 $ 9,840,111 $ 167,887,479
Continued...

The accompanying notes are an integral part of these financial statements. -5-



LIABILITIES AND OTHER CREDITS

Accounts payable
Claims payable - current

Accrued compensation
Payable from restricted assets

Revenue bonds - current

Accrued interest

Deposits

Current portion of landfill closure costs
Deferred revenue
Due to other funds
Due to other governments
Advances from other funds
Claims payable - long term
Compensated absences
Notes payable
Special assessment notes
Landfill closure costs
Revenue bonds payable

Total liabilities

FUND EQUITY

Contributed capital
Investment in general fixed assets
Retained earnings (accumulated deficit)
Reserved
Unreserved
Fund balances
Reserved
Unreserved
Total retained earnings/ fund balances
Total fund equity
Total liabilities, other credits and
fund equity

Santa Rosa County, Florida Board of County Commissioners
COMBINED BALANCE SHEET

ALL FUND TYPES AND ACCOUNT GROUPS -- (Continued)
September 30, 2002

Proprietary Fiduciary
Governmental Fund Types Fund Types Fund Types Account Groups
General General Totals
Special Debt Capital Internal Fixed Long-Term (Memorandum
General Revenue Service Projects Enterprise Service Agency Assets Debt only)

392,201 $ 814,517 $ - $ 502,722 $ 83,982 $ 111,776 $ 226,566 $ -- $ - $ 2,131,764

- - - - - 1,810,623 - - - 1,810,623
365,839 218,018 - - 44,942 1,793 - - - 630,592

- - - - 677,500 - - - - 677,500

- - - - 30,873 - - - - 30,873
122,276 - - - 35,803 - - - - 158,079

- - - - 182,435 - - - - 182,435
412,050 - - - - - - - - 412,050
151,330 1,000,584 - - - 398,221 544,500 - - 2,094,635
21,366 - - - 33,794 - - - - 55,160

- 137,717 - - - - - - - 137,717

- - - - - 1,012,272 - - - 1,012,272

- - - - 289,693 - - - 2,762,483 3,052,176

- - - - - - - - 3,182,680 3,182,680

- - - - - - - - 654,948 654,948

- - - - 6,606,830 - - - - 6,606,830

- - - - 3,317,871 - - - 3,240,000 6,557,871
1,465,062 2,170,836 - 502,722 11,303,723 3,334,685 771,066 - 9,840,111 29,388,205
- - - - 9,478,096 - - - - 9,478,096

- - - - - - - 89,268,814 - 89,268,814

- - - - 30,282 - - - - 30,282
- - - - (1,534,903) (251,390) - - - (1,786,293)
1,178,327 8,377,684 25,351 1,975,431 - - - - - 11,556,793
9,351,305 17,603,905 - 2,996,372 - - - - - 29,951,582
10,529,632 25,981,589 25,351 4,971,803 (1,504,621) (251,390) - - - 39,752,364
10,529,632 25,981,589 25,351 4,971,803 7,973,475 (251,390) - 89,268,814 - 138,499,274
11,994,694 $ 28,152,425 $ 25,351 $ 5,474,525 $ 19,277,198 $ 3,083,295 $ 771,066 $ 89,268,814 $ 9,840,111 $ 167,887,479

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



Santa Rosa County, Florida Board of County Commissioners

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Miscellaneous

Total revenues

Expenditures

Current
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation

Capital outlay

Debt service

Total expenditures
Excess (deficiency) of revenues
over expenditures
Other financing sources (uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess (deficiency) of revenues and other
sources over expenditures and other uses

Fund balances, beginning of year
Change in reserve for inventory

Fund balances, end of year

Year ended September 30, 2002

Totals
Special Debt Capital (Memorandum
General Revenue Service Projects only)

$ 10,645,779 $ 26,495,361 $ -- - $ 37,141,140

1,597,969 - - - 1,597,969

9,315,428 5,396,337 - 325,051 15,036,816

394,888 5,497,337 - - 5,892,225

183,321 1,532,027 - -- 1,715,348

1,418,128 2,467,128 10,725 136,520 4,032,501

23,555,513 41,388,190 10,725 461,571 65,415,999

13,507,640 3,802,853 - - 17,310,493

4,110,508 23,538,442 - - 27,648,950

743,248 113,570 - - 856,818

- 12,165,208 - - 12,165,208

124,850 1,596,295 - -- 1,721,145

3,114,654 32,037 - - 3,146,691

1,815,920 - - - 1,815,920

- - - 3,419,806 3,419,806

-- -- 1,247,493 - 1,247,493

23,416,820 41,248,405 1,247,493 3,419,806 69,332,524
138,693 139,785 (1,236,768) (2,958,235) (3,916,525)

2,966,557 1,776,497 1,262,119 3,335,377 9,340,550
(1,363,270) (4,849,002) - (1,286,580) (7,498,852)

1,603,287 (3,072,505) 1,262,119 2,048,797 1,841,698
1,741,980 (2,932,720) 25,351 (909,438) (2,074,827)

8,797,631 28,929,872 - 5,881,241 43,608,744
9,979) (15,563) - - (25,542)

$ 10,529,632 $ 25,981,589 $ 25,351 4,971,803 $ 41,508,375

The accompanying notes are an integral part of these financial statements. -7-



Revenues

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Miscellaneous

Total revenues

Expenditures

Current
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation

Capital outlay

Debt service

Total expenditures

Excess (deficiency) of revenues over expenditures
Other financing sources (uses)

Operating transfers in

Operating transfers out

Other uses

Debt proceeds

Total other financing sources (uses)

Excess (deficiency) of revenues and other
sources over expenditures and other uses

Fund balances, beginning of year
Change in reserve for inventory

Fund balances, end of year

Santa Rosa County, Florida Board of County Commissioners
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
ALL GOVERNMENTAL FUND TYPES

Year ended September 30, 2002

General Fund

Special Revenue Funds

Debt Service Fund

Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
10,104,260 $ 10,645,779 $ 541,519 $ 25,522,270 $ 26,495,361 $ 973,091 -- $ -- $ --
1,330,000 1,597,969 267,969 - -- -- -- -- --
9,481,576 9,315,428 (166,148) 5,920,764 5,396,337 (524,427) -- -- --
211,280 394,888 183,608 4,121,249 5,497,337 1,376,088 -- -- --
142,500 183,321 40,821 1,485,800 1,532,027 46,227 -- -- --
475,000 1,418,128 943,128 2,612,047 2,467,128 (144,919) -- 10,725 10,725
21,744,616 23,555,513 1,810,897 39,662,130 41,388,190 1,726,060 -- 10,725 10,725
16,612,777 13,507,640 3,105,137 3,803,470 3,802,853 617 -- -- --
4,449,282 4,110,508 338,774 23,560,033 23,538,442 21,591 -- -- --
795,370 743,248 52,122 113,698 113,570 128 -- -- --
-- - -- 15,578,319 12,165,208 3,413,111 -- - -
131,420 124,850 6,570 1,687,651 1,596,295 91,356 -- -- --
3,233,322 3,114,654 118,668 36,226 32,037 4,189 -- -- --
1,938,508 1,815,920 122,588 - -- -- -- -- --

-- - -- - -- -- 1,262,119 1,247,493 14,626
27,160,679 23,416,820 3,743,859 44,779,397 41,248,405 3,530,992 1,262,119 1,247,493 14,626
(5,416,063) 138,693 5,554,756 (5,117,267) 139,785 5,257,052 (1,262,119) (1,236,768) 25,351

2,966,557 2,966,557 -- 1,914,214 1,776,497 (137,717) 1,262,119 1,262,119 --
(1,363,270) (1,363,270) -- (4,986,719) (4,849,002) 137,717 -- - -
(2,103,406) - 2,103,406 (11,856,306) -- 11,856,306 -- --

-- - -- 530,320 -- (530,320) -- -- --

(500,119) 1,603,287 2,103,406 (14,398,491) (3,072,505) 11,325,986 1,262,119 1,262,119 --
(5,916,182) 1,741,980 7,658,162 (19,515,758) (2,932,720) 16,583,038 -- 25,351 25,351

5,916,182 8,797,631 2,881,449 19,515,758 28,929,872 9,414,114 -- -- --

-- (9,979) 9,979) - (15,563) (15,563) -- -- --

-- $ 10,529,632 $ 10,529,632 $ -- $ 25,981,589 $ 25,981,589 -- $ 25,351 $ 25,351

Continued...
The accompanying notes are an integral part of these financial statements. -8-



Revenues

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Miscellaneous

Total revenues

Expenditures

Current
General government
Public safety
Physical environment
Transportation
Economic environment
Human services
Culture and recreation

Capital outlay

Debt service

Total expenditures

Excess (deficiency) of revenues over expenditures
Other financing sources (uses)

Operating transfers in

Operating transfers out

Other uses

Note proceeds

Total other financing sources (uses)

Excess (deficiency) of revenues and other
sources over expenditures and other uses

Fund balances, beginning of year
Change in reserve for inventory

Fund balances, end of year

Santa Rosa County, Florida Board of County Commissioners
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -- (Continued)
ALL GOVERNMENTAL FUND TYPES
Year ended September 30, 2002

Capital Projects Funds Totals (Memorandum Only)

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)

$ - $ -- $ - 35,626,530 $ 37,141,140 $ 1,514,610
- -- -- 1,330,000 1,597,969 267,969
362,998 325,051 (37,947) 15,765,338 15,036,816 (728,522)

- -- -- 4,332,529 5,892,225 1,559,696

-- -- -- 1,628,300 1,715,348 87,048
15,500 136,520 121,020 3,102,547 4,032,501 929,954
378,498 461,571 83,073 61,785,244 65,415,999 3,630,755

-- -- -- 20,416,247 17,310,493 3,105,754

-- -- -- 28,009,315 27,648,950 360,365

- -- -- 909,068 856,818 52,250

-- -- -- 15,578,319 12,165,208 3,413,111

-- -- -- 1,819,071 1,721,145 97,926

-- -- -- 3,269,548 3,146,691 122,857
1,385 -- 1,385 1,939,893 1,815,920 123,973
5,826,858 3,419,806 2,407,052 5,826,858 3,419,806 2,407,052
- - - 1,262,119 1,247,493 14,626
5,828,243 3,419,806 2,408,437 79,030,438 69,332,524 9,697,914
(5,449,745) (2,958,235) 2,491,510 (17,245,194) (3,916,525) 13,328,669
3,335,377 3,335,377 - 9,478,267 9,340,550 (137,717)
(1,286,580) (1,286,580) -- (7,636,569) (7,498,852) 137,717
(2,480,340) - 2,480,340 (16,440,052) - 16,440,052
-- -- -- 530,320 - (530,320)
(431,543) 2,048,797 2,480,340 (14,068,034) 1,841,698 15,909,732
(5,881,288) (909,438) 4,971,850 (31,313,228) (2,074,827) 29,238,401
5,881,288 5,881,241 (47) 31,313,228 43,608,744 12,295,516
-- -- -- -- (25,542) (25,542)

$ - $ 4,971,803 $ 4,971,803 $ -- $ 41,508,375 $ 41,508,375

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

9.



CHANGES IN RETAINED EARNINGS
PROPRIETARY FUND TYPES
Year ended September 30, 2002

Santa Rosa County, Florida Board of County Commissioners
COMBINED STATEMENT OF REVENUES, EXPENSES, AND

Internal
Enterprise Service
Funds Fund
Operating revenues
Licenses and permits $ 1,155 -
Charges for services 3,329,308 --
Leases 421,119 -
Premiums received -- 1,366,487
Insurance proceeds -- 150,785
Miscellaneous 135,992 4,775
Total operating revenues 3,887,574 1,522,047
Operating expenses
Personal services 1,126,008 --
Contract services 394,019 67,963
Supplies 127,438 1,952
Repairs and maintenance 457,782 --
Utilities 255,134 --
Depreciation 891,285 --
Travel and per diem 11,785 -
Insurance 21,500 410,718
Communications 27,538 1,317
Advertising 758 --
Fuel and oil 74,939 -
Rentals 7,991 --
Landfill closure and maintenance 301,911 --
Claims -- 2,061,641
State assessment - 76,271
Miscellaneous 8,063 1,152
Total operating expenses 3,706,151 2,621,014
Operating income (loss) 181,423 (1,098,967)
Non-operating revenues (expenses)
Sale of land 224,355 --
Interest income 289,502 45,678
Interest expense (199,523) --
State grants 8,162 --
Aid to private organizations (30,000) --
Amortization & other bond costs (48,671) -
Total non-operating revenues (expenses) 243,825 45,678
Income (loss) betore operating transters 425,248 (1,053,289)
Operating transters in (out) (2,578,698) 737,000
Net loss (2,153,450) (316,289)
Retained earnings, beginning of year 648,829 421,623
Prior period adjustment - (356,724)
Retained earnings (accumulated deficit),
beginning of year (restated) 648,829 64,899
Accumulated deficit, end of year $ (1,504,621) (251,390)

The accompanying notes are an integral part of these financial statements.
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Santa Rosa County, Florida Board of County Commissioners

COMBINED STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPES
Year ended September 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities

Depreciation

Gain on disposal of assets

Change in assets and liabilities

(Increase) decrease in:
Accounts receivable
Leases receivable
Due from othe funds
Due from other governments
(Decrease) increase in:

Accounts payable
Accrued compensation
Annual and sick leave
Landfill closure costs payable
Claims payable
Deferred revenue
Deposits
Due from other funds
Due to other governments

Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating transfers in (out)
State grants
Aid to private organizations

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition & construction of capital assets
Proceeds from sale of land
Proceeds from note receivable
Interest paid
Payments on bonds and leases

Net cash used by capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Net sale (purchase) of investments - State Investment Pool
Interest income
Net cash provided (used) by investing activities
NET INCREASE (DECREASE) IN CASH

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

Internal
Enterprise Service
$ 181,423 $ (1,098,967)
891,285 --
17,108 --
9,999 107)
66,709 --
-- (100,000)
287,396 3,887
(88,824) 15,356
14,745 (1,107)
9,321 --
301,911 --
- 345,564
(66,592) --
4,719 --
- 398,221
12,733 --
1,641,933 (437,153)
(2,578,698) 737,000
8,162 --
(30,000) --
(2,600,536) 737,000
(75,878) -
225,810 --
40,554 --
(204,809) --
(667,500) -
(681,823) --
4,909,862 679,323
289,502 45,678
5,199,364 725,001
3,558,938 1,024,848
574,160 70,198
$ 4,133,098 $ 1,095,046

The accompanying notes are an integral part of these financial statements.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES

A summary of the significant accounting policies applied consistently in the preparation of the
financial statements follows:

1. Reporting Entity

The Governmental Accounting Standards Board (GASB) in its Statement No. 14, “The Financial
Reporting Entity”, established standards for defining the financial reporting entity. In developing
these standards, the GASB assumed that all governmental organizations are responsible to elected
officials at the federal, state, or local level. Financial reporting by a state or local government
should report the elected officials’ accountability for those organizations. As concluded by the
GASB, the financial reporting entity consists of (a) the primary government, (b) organizations for
which the primary government is financially accountable, and (c) other organizations for which
the nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

The Board of County Commissioners of Santa Rosa County is the principal legislative and
governing body of the County, as provided by the Florida Constitution, Article 8, Section 1(e),
and Chapter 125, Florida Statutes. The Board consists of five Commissioners elected by the
voters of the County for terms of four years each.

The Board of County Commissioners is considered part of Santa Rosa County, Florida’s primary
government for purposes of GASB No. 14. These special purpose financial statements of the
Board of County Commissioners are issued separately to comply with Section 10.557(3), Rules
of the Auditor General for Local Governmental Entity Audits, pursuant to Section 11.45(8),
Florida Statutes and do not include the Property Appraiser, Tax Collector, Clerk of the Circuit
Court, Sheriff, Supervisor of Elections (collectively known as County officers), or other
independent authorities and boards. The Board’s financial statements do not purport to reflect the
financial position or the results of operations of Santa Rosa County taken as a whole.

Dependent Special Districts
Blackwater Soil & Water Conservation District - The activities of the Blackwater Soil & Water
Conservation District are included in these financial statements as a department of the Board of

County Commissioners within the General Fund. A separately issued report is presently not
prepared.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

1. Reporting Entity -- (Continued)

Pace Property Finance Authority - The Pace Property Finance Authority (Authority) was created
in 1990 by County Resolution No. 90-12 pursuant to Chapter 617 of the Florida Statutes. In
accordance with Florida Statutes Section 189.403, the Authority qualifies as a dependent special
district. Additionally, based on the criteria of GASB Statement No. 14 outlined above, the
Authority is a component unit of Santa Rosa County. However, the Authority meets the criteria
for inclusion in more than one reporting entity - Pace Water System as well as Santa Rosa
County. GASB Statement No. 14 indicates that in these cases, judgment must be exercised by
management of the reporting entities as to which reporting entity the organization should be
included. The Authority has the same elected governing body as the Pace Water System.
Additionally, both the Authority and Pace Water System own portions of a single water/sewer
system; thus, their fixed assets are part of an interconnected system. Finally, the Authority’s debt
was issued solely to finance the Pace water/sewer system improvements. Based on these facts,
management has decided to include the Authority in the combined financial statements of Pace
Water System rather than as a component unit of Santa Rosa County.

Santa Rosa County Health Facilities Authority - The Santa Rosa County Health Facilities
Authority (Authority) was created in 1982 by County Ordinance No. 82-02 pursuant to Section
154, Florida Statutes. In accordance with Florida Statutes Section 189.403, the Authority
qualifies as a dependent special district. Additionally, based on the criteria of GASB Statement
No. 14 outlined above, the Authority is a component unit of Santa Rosa County. The Board of
County Commissioners (Board) appoints the five (5) members of the Authority. Additionally, the
Board may abolish the Authority at any time by ordinance or resolution as long as all bonded
indebtedness incurred by the Authority has been paid. The Authority exists solely to assist health
facilities within Santa Rosa County with the acquisition, construction, financing, and refinancing
of projects. The Authority issued approximately $15.8 million in bonds in 1983, lending the
proceeds of the bonds to Gulf Breeze Hospital. These bonds were subsequently defeased in 1988
when the Authority issued approximately $17.3 million in new bonds. The 1988 bonds were
defeased in 1993 when the Authority issued approximately $18.6 million in new bonds. The debt
outstanding is a limited obligation of the Authority and not a general obligation of the Authority
or Santa Rosa County. The Authority is not obligated to pay the principal and interest on the
bonds except from the revenues of the Authority pursuant to its loan agreement with Gulf Breeze
Hospital. The Authority has no financial activity and the bonds issued under the Authority’s
name are recorded in the books of the hospital.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

1. Reporting Entity -- (Continued)

Santa Rosa County Housing Finance Authority - The Santa Rosa County Housing Finance
Authority (Authority) was created in 1984 by County Resolution No. 84-18 pursuant to Chapter
78-89, Laws of Florida codified as Chapter 159, Part IV, Section 159.601 through 159.623. In
accordance with Florida Statutes Section 189.403, the Authority qualifies as a dependent special
district. Additionally, based on the criteria of GASB Statement No. 14 outlined above, the
Authority is a component unit of Santa Rosa County. The Santa Rosa County Board of County
Commissioners, through various resolutions and interlocal agreements with the Escambia County
Housing Finance Authority (ECHFA), has authorized ECHFA to allow qualified residents of
Santa Rosa County to apply for and obtain preferential mortgages from proceeds generated by
bonds issued by ECHFA. Accordingly, there is no financial activity related to the Santa Rosa
County Housing Finance Authority to be reflected in these financial statements.

2. Fund Accounting

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

The funds types and account groups used by the Board of County Commissioners are as follows:

Governmental Funds

These funds utilize a modified accrual basis of accounting. The measurement focus is based
upon determination of financial position and changes in financial position (sources, uses and
balances of financial resources rather than upon net income determination). The governmental
funds utilized are:

General Fund is used to account for all financial resources not required to be accounted for in
another fund.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

2. Fund Accounting -- (Continued)

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other
than major capital projects) that are legally restricted to expenditures for specific purposes.

Debt Service Fund accounts for the accumulation of resources for, and the payment of,
principal, interest and related costs of general long-term debt.

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

Proprietary Funds

The two types of proprietary funds are enterprise funds and internal service funds.

Enterprise Funds are used to account for operations that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is that the costs
of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges.

Internal Service Fund is used to account for the financing of goods and services provided by
one department to other departments or agencies of the Board or to other governmental units
on a cost-reimbursement basis. The Board has established the self-insurance fund to account
for monies provided to cover current costs and future reserve requirements for the County’s
self-insurance programs.

Fiduciary Funds

The two types of fiduciary funds are trust and agency funds.

Trust and Agency Funds are used to account for assets held by the Board in a trustee capacity
or as an agent for individuals, private organizations, other governments and/or other funds.
Agency Funds are custodial in nature (assets equal liabilities) and do not involve measurement
of results of operations.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

2. Fund Accounting -- (Continued)

Account Groups

Account groups are used to establish accountability for the Board’s general fixed assets and
long-term debt. These self-balancing account groups are not funds and do not reflect available
financial resources and related liabilities.

General Fixed Assets Account Group - accounts for all fixed assets of the Board, except those
accounted for in the proprietary funds.

General Long-Term Debt Account Group - accounts for all long-term obligations of the Board,
except those accounted for in the proprietary funds.

3. Measurement Focus

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities are
generally included on the balance sheet. Operating statements of these funds present increases
(revenues and other financing sources) and decreases (expenditures and other financing uses) in
net current assets.

All proprietary funds are accounted for on a flow of economic resources measurement focus.
With this measurement focus, all assets and all liabilities associated with the operation of these
funds are included on the balance sheet. Fund equity (net total assets) is segregated into
contributed capital and retained earnings components. Proprietary fund-type operating
statements present increases (revenues) and decreases (expenses) in net total assets. Pursuant to
the election option made available by GASB Statement No. 20, pronouncements of the Financial
Accounting Standards Board (FASB) issued after November 30, 1989, are not applied in the
preparation of the financial statements of the proprietary fund types.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

4. Basis of Accounting

The modified accrual basis of accounting is used by all governmental fund types and agency
funds. Under the modified accrual basis of accounting, revenues are recognized when susceptible
to accrual (when they become both measurable and available). "Measurable" means the amount
of the transaction can be determined and "available" means collectible within the current period
or soon enough thereafter to be used to pay liabilities of the current period. Expenditures are
recorded when the related fund liability is incurred. Principal and interest on general long-term
obligations are recorded as fund liabilities when due or when amounts have been accumulated in
the debt service fund for payments to be made early in the following year.

The revenues susceptible to accrual are charges for services, licenses, interest revenue, and excess
fees of constitutional officers. Sales taxes and other taxes collected and held by an intermediary
at year-end on behalf of the Board are also recognized as revenue.

The accrual basis of accounting is utilized by proprietary fund types. Under this method, revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred.

The Board reports deferred revenue on its combined balance sheet. Deferred revenues arise when
a 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 Board
before it has a legal claim to them, as when grant monies are received prior to the incurrence of
qualifying expenditures. In the subsequent period when both revenue recognition criteria are
met, or when the Board has a legal claim to the resources, the liability for deferred revenue is
removed from the balance sheet and the revenue is recognized.

5. Budgets and Budgetary Accounting

Florida Statutes Chapters 129 and 200 govern the preparation, adoption, and administration of the
County’s annual budget. The budget must be balanced, i.e., the estimated revenues plus
beginning fund balance brought forward must equal appropriations and be prepared on a basis
consistent with accounting principles generally accepted in the United States of America (GAAP)
as applicable to governmental units. The Board may, at any time within a fiscal year, amend a
budget for that year as follows:
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

5. Budgets and Budgetary Accounting -- (Continued)

Appropriations for expenditures in any fund may be decreased and other appropriations in the
same fund correspondingly increased by motion recorded in the minutes, provided that the total
of the appropriations of the fund not be changed. The Board may establish procedures by which
the budget officer may authorize certain interdepartmental budget amendments, provided that the
total appropriation of the department is not changed. All annual appropriations lapse at fiscal
year-end.

6. Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting - under which purchase orders, contracts and other commitments for
the expenditure of resources are recorded to reserve that portion of the applicable appropriation -
is utilized in the governmental funds. Appropriations lapse at the end of the year and any
outstanding encumbrances are canceled and reissued in the subsequent year.

7. Cash and Cash Equivalents

For purposes of the statements of cash flows, all highly liquid investments (including restricted
assets) with a maturity of three months or less when purchased are considered to be cash
equivalents.

8. Investments
Investments in bank certificates of deposit, U.S. Treasury bills, government backed securities and
the Florida Local Government Investment Trust Fund are recorded at fair value. Investments in

the Local Government Surplus Funds Trust Fund are recorded at the Board’s equity position in
the fund’s share price.
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Santa Rosa County, Florida Board of County Commissioners
NOTES TO FINANCIAL STATEMENTS
September 30, 2002

NOTE A - SUMMARY OF ACCOUNTING POLICIES -- (Continued)

9. Inventory

Inventory consists of gas, oil, automotive parts, road signs, culverts, and various other items used
by the road department and insecticides used by mosq