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Mary M. Johnson

Clerk Circuit Court
Santa Rosa County

P.O. Box 472
Milton, Florida 32572-0472

Telephone: Service Center
(850) 983-1974 (850) 934-8187
(850) 939-1259 Pace Office

(850) 995-3752

March 28, 2011
To the Citizens of Santa Rosa County:

State law requires that every general-purpose local government publish within twelve
months of the close of each fiscal year a complete set of audited financial statements.
This report is published to fulfill that requirement for the fiscal year ended September 30,
2010.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of internal
control that it has established for this purpose. Because the cost of internal control
should not exceed anticipated benefits, the objective is to provide reasonable, rather
than absolute, assurance that the financial statements are free of any material
misstatements.

O’Sullivan Creel, LLP, Certified Public Accountants, have issued an unqualified (“clean’)
opinion on the Santa Rosa County’s financial statements for the year ended September
30, 2010. The independent auditor’s report is located at the front of the financial section
of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent
auditor’s report and provides a narrative introduction, overview, and analysis of the basic



financial statements. MD&A complement this letter of transmittal and should be read in
conjunction with it.

Profile of the Government

Santa Rosa County, established in 1842, by an act of the Florida Legis/ature, is on the
Northwest Florida Gulf Coast, bordered by Escambia County to the West, Okaloosa
County to the East, the State of Alabama to the North and the Gulf of Mexico to the
South. The City of Milton is the seat of County government as well as the largest
municipality in the County. Santa Rosa County is 1024 square miles of various
demographics and environments. Santa Rosa County is empowered to levy a property tax
on both real and personal property located within its boundaries.

Santa Rosa County is a Non-Charter County established under the Constitution and the
Laws of the State of Florida. Santa Rosa County includes the Board of County
Commissioners, the Clerk of the Courts, the Property Appraiser, the Sheriff, the
Supervisor of Elections and the Tax Collector.

The Board of County Commissioners serves as the legislative and policy setting body
of Santa Rosa County as established under Section 125 of the Florida Statutes. As such,
the Board enacts all legislation and authorizes programs and expenditures within the
County. The Board appoints a professionally trained County Administrator who is
responsible for policy and budget development and implementation.

The Board is comprised of five members elected countywide. Each member must reside
within the particular district for which seat he/she seeks election. Each year the Board
organizes itself selecting a Chair and Vice-Chair from among its members to preside
at Commission meetings.

The Clerk of Circuit Court performs a wide range of record keeping, information
management and financial management in the judicial system and county government.

The Property Appraiser is primarily responsible for identifying, locating and valuing all
property within the county for ad valorem tax purposes. He is also responsible for
administering exemptions, mapping all parcels and classifying agricultural lands.

The Sheriff provides for the public safety of the citizens of Santa Rosa County through
the enforcement of state criminal laws and county ordinances. Preventing and reducing
crime and violence through departmental and community based programs.



The Supervisor of Elections administers the election of the elected officials within the
county. She maintains the voter registration list, establishes polling places, and
educates voters.

The Tax Collector collects and distributes taxes established by city, county, state and
other local governments.

Santa Rosa County provides a full range of services including police and fire protection;
the construction and maintenance of streets and other infrastructure; water and sewer
service on Navarre Beach, solid waste disposal and recycling,; the Peter Prince Airport;
Industrial Park facilities and recreational and cultural activities.

Local Economy

Santa Rosa County has long been considered a ‘bedroom community” of the larger
Pensacola metropolitan statistical area. Knowing that residential growth does not sustain
a healthy tax base, the County has aggressively been promoting the area as a good place
to bring new and expanding businesses. The County established an Industrial Park
several years ago to provide attractive inducements to businesses willing to invest capital
and hire employees at above average wages.

In 1991, Santa Rosa County established the Economic Development Council. At the
recommendation of this Council, TEAM Santa Rosa was created one year later. In 200],
TEAM Santa Rosa re-organized and became very active in promoting Santa Rosa County
with the purpose of retaining and expanding the growth of established businesses, and
the recruiting of new businesses to the County. In 2010, several businesses moved into
the area. In addition, Santa Rosa County has prospects for growth in industrial
development and job creation.

Long-Term Financial Planning and Relevant Financial Policies

Santa Rosa County has undergone significant growth in recent years and the prospect for
further growth is very good. The infrastructure to support that growth lags behind. To
reduce that lag in infrastructure growth the County established an impact fee. The
impact fee is to be levied against new residential and commercial construction. This fee is
restricted to the construction of new roads and other infrastructure. After seven years,
any unused funds are to be refunded. This fee was temporarily suspended to help
stimulate the local economy.



Tourism, a significant industry for the County, suffered considerable damage from the
destruction caused by hurricanes in recent years. The BP Oil Spill caused a significant
setback in rebuilding our tourist trade.

Major Initiatives

For the Year. The staff, following specific directives from the Board of County
Commissioners and the County Administrator, was involved in a variety of projects
throughout the year. These projects reflect the County’s commitment to ensuring that its
citizens are able to live and work in a desirable environment.

To meet the State’s mandate to reduce property tax rates and still provide necessary
services to the citizens of the County the County is continuing to explore options to
reduce costs.

The widening of Avalon Boulevard is currently underway. When completed this will reduce
the rush hour traffic congestion.

The County is also in the midst of a multi-year project to expand and upgrade the
Navarre Beach water and sewer system.

The construction of the Navarre Beach Fishing Pier has been completed and has opened
for business.

Recent hurricanes and changes in military personnel anticipated by the Base Realignment
Commission’s report has emphasized a severe need for housing. A Workforce Housing

Coalition has been established to better plan and provide workforce housing.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Santa Rosa
County, Florida for its comprehensive annual financial report for the fiscal year ended
September 30, 2009. In order to be awarded a Certificate of Achievement, a government
must publish an easily readable and efficiently organized comprehensive annual financial
report. This 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. We believe that our
current comprehensive annual financial 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.

A comprehensive annual financial report of this nature could not have been prepared on
a timely basis without the dedicated efforts of the Finance Department who worked many

hours on this project. | would like to thank them for their invaluable assistance in the
preparation of this report.

! would also like to thank the Board of County Commissioners and their staff, and the
other Constitutional Officers for their personal interest and dedicated support in planning

and conducting the financial operations of the County in a responsible and progressive
manner.

Mary M. johnsg

Clerk of the Courts ———,
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Santa Rosa County
Florida

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
September 30, 2009

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.

Executive Director



Santa Rosa County, Florida
COMPREHENSIVE ANNUAL FINANCIAL REPORT
Fiscal Year Ended September 30, 2010

Board of County Commissioners

Lane Lynchard Jim Melvin
Chairman Robert A. “Bob” Cole
Jim Williamson W.D. ‘Don’ Salter

Vice Chairman

Elected Constitutional Officers

Mary M. Johnson Gregory S. Brown
Clerk of the Circuit and County Court Property Appraiser
Ann Bodenstein Wendell Hall
Supervisor of Elections Sheriff
Stan Colie Nichols

Tax Collector

County Management

Hunter Walker Angela Jones
County Administrator Interim County Attorney
Joel Haniford DeVann Cook
Office of Management and Budget Director of Human Resources
Tony Gomillion Avis Whitfield
Director of Public Services Director of Public Works
Roger Blaylock
County Engineer



Residents of Santa Rosa County

Clerk of the Court . Supervisor of Board of County Property Appraiser Tax Collector
Sheriff . L
Elections Commissioners
|
Public Info;mabtmll:SOfﬁcer — County Administrator County Attorney
Joy Tsuboo Hunter Walker Angela Jones (Interim)
Office of Management & Human Resources Public Works Public Services County Engineer
Budget DeVann Cook Avis Whitfield Tony Gomillion Roger Blaylock
Joel Haniford ] ]
Planning and
Zoning Asst. County
Office of Manage- Personnel Beckie Cato Engineer
ment and Budget . s Michael Schmidt
Joel Haniford Cindy Williams Assistant Director
Stephern Furman
Inspections &
Compliance Environmental
Budget Office Risk Management Road Department Tim Tolbert Jarrel Anderson
Melissa Lloyd Jimmy White
Animal Services
Grants Dominic
Compter/GIS Coordinator B‘ulldmg Persichini Navarre Beach
Aleta Floyd Sheila Harri Maintenance Terry Wallace
era Hams Thad Allen
Emergency
L1|4Jrary Semc?es Parks Department Services
Linda Hendrix Dovle Godwi Sheryl Bracewell
Procurement Oyle fsodwin Peter Prince Airport
Orrin Smith Industrial Park
‘Whiting Aviation Park
Veterans Services
Karen Haworth



FINANCIAL SECTION



W O
Vo o VAN CREEL Lr

316 South Baylen Street - Suite 200 - Pensacola, FL 32502

REPORT OF INDEPENDENT AUDITORS

Honorable Board of County Commissioners
Santa Rosa County, 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 Santa
Rosa County, Florida, as of and for the year ended September 30, 2010, which collectively
comprise the County’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of Santa Rosa County, Florida’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

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 consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Santa Rosa County’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, 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 Santa Rosa County, Florida, as of
September 30, 2010, 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 March
28, 2011 on our consideration of Santa Rosa County, Florida’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, 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


StapletonJ
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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 assessing the results of our audit.

The management’s discussion and analysis on pages 12 through 18, the budgetary comparison
information on pages 59 through 61, and the schedule of funding progress on page 62 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 Santa Rosa County, Florida’s basic financial statements. The introductory
section, combining individual fund statements and schedules, and statistical section are presented
for purposes of additional analysis and are not a required part of the basic financial statements.
The combining individual fund statements and schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical section have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

I utbisan Giand) LLP

March 28, 2011
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Santa Rosa County, Florida
MANAGEMENT DISCUSSION AND ANALYSIS
September 30, 2010

Management’s discussion and analysis provides an objective and easily readable analysis of Santa Rosa
County’s (County) financial activities. The analysis provides summary financial information for the County and
should be read in conjunction with the County’s financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

The County’s basic financial statements comprise three components; 1) Government-wide financial statements,
2) Fund financial statements, and 3) Notes to the financial statements. The Government-wide financial
statements present an overall picture of the County’s financial position and results of operations. The Fund
financial statements present financial information for the County’s major funds and non-major funds in the
aggregate. The Nofes to the financial statements provide additional information essential to a full understanding
of the data provided in the Government-wide and Fund financial statements. This report also contains other
supplementary information in addition to the basic financial statements.

The Government-wide financial statements are the statement of net assets and the statement of activities.
These statements use accounting methods similar to those used by private-sector companies. Emphasis is
placed on the net assets of governmental activities and business-type activities and the change in net assets.
Governmental Activities are primarily supported by property taxes, sales taxes, federal and state grants, and
state shared revenues. Business-type Activities are supported by charges to the users of those activities, such as
water and sewer service charges.

The statement of net assets presents information on all assets and liabilities of the County, with the difference
between assets and liabilities reported as net assets. Net assets are reported in three categories: 1) invested in
capital assets, net of related debt, 2) restricted, and 3) unrestricted. Assets, liabilities, and net assets are reported
for all Governmental Activities separate from the assets, liabilities and net assets of Business-type Activities.

The statement of activities presents information on all revenues and expenses of the County and the change in
net assets. Expenses are reported by major function and program revenues relating to those functions are
reported, providing the net cost of all functions provided by the County. To assist in understanding the
County’s operations, expenses have been reported as governmental activities or business-type activities.
Governmental Activities financed by the County include public safety, physical environment, transportation,
economic environment, human services, culture and recreation, and general government services. Business-
type Activities financed by user charges include water and sewer services, solid waste disposal, and hangar
leases.

Fund financial statements present financial information for governmental funds and proprietary funds. These
statements provide financial information for the major funds of the County. Governmental fund financial
statements provide information on the current assets and liabilities of the funds, changes in current financial
resources (revenues and expenditures), and current available resources. The proprietary funds financial
statements provide information on all assets and liabilities of the funds, changes in the economic resources
(revenues and expenses), and total economic resources.

Fund financial statements include a balance sheet and a statement of revenues, expenditures, and changes
in fund balances for all governmental funds. A statement of revenues, expenditures, and changes in fund
balances - budget and actual, is provided for the County’s General Fund and major governmental funds as
required supplemental information. For the proprietary funds, which include an internal service fund in addition
to business-type activities, a statement of net assets; a statement of revenues, expenses, and changes in fund
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Santa Rosa County, Florida
MANAGEMENT DISCUSSION AND ANALYSIS
September 30, 2010

net assets; and a statement of cash flows are presented. Fund financial statements provide more detailed
information about the County’s activities. Individual funds are established by the County to track revenues that
are restricted to certain uses, comply with legal requirements, or account for the use of state and federal grants.

The government-wide financial statements and the fund financial statements provide different pictures of the
County. The government-wide financial statements provide an overall picture of the County’s financial
standing, split between Governmental Activities and Business-type Activities. These statements are comparable
to private-sector companies and give a good understanding of the County’s overall financial health and how the
County paid for the various activities, or functions, provided by the County. All assets of the County, including
buildings, tangible property, land, roads, bridges, and similar infrastructure are reported in the statement of net
assets. All liabilities, including principal outstanding on bonds, capital leases, and future employee benefits
obligated but not paid by the County, are included. The statement of activities includes depreciation on all
long lived assets of the County. The fund financial statements provide a picture of the major funds of the
County and a column for all non-major funds. In the case of governmental activities, outlays for long lived
assets are reported as expenditures and long-term liabilities are not included in the fund financial statements.
Reconciliations are provided from the fund financial statements to the government-wide financial statements to
facilitate a comparison between governmental funds and governmental activities. Notes to the financial
statements provide additional detail concerning the financial activities and financial balances of the County.
Additional information about the accounting practices of the County, investments of the County, long-term
debt, and pension plans are some of the items included in the notes fo the financial statements.

ANALYSIS OF FINANCIAL POSITION AND RESULTS OF OPERATIONS

Government-Wide Financial Analysis

Net assets may serve over time as a useful indicator of government’s financial position. In the case of the
County, assets exceeded liabilities by $199 million as of September 30, 2010.

The largest portion of the County’s net assets (72%) reflects its investments in capital assets (e.g., land,
buildings, equipment, improvements, construction in progress and infrastructure), less any debt used to acquire
those assets that is still outstanding. The County uses these capital assets to provide services to citizens;
consequently these assets are not available for future spending. Although the County’s investment in its capital
assets is reported net of related debt, it should be noted that 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.

At the end of the current fiscal year, the County is able to report positive balances in all three categories of net
assets for the County as a whole, as well as for its governmental activities. The business-type activities ended
the year again with a deficit unrestricted net asset balance due mainly to depreciation, interest on debt and
landfill closure costs.

There was an increase in net assets from governmental activities of $10 million. This consisted of a decrease of
$10.4 million to invested in capital assets net of related debt, an increase of $20 million to unrestricted net
assets and an increase of $515,000 to restricted net assets. The primary reason for this relatively small net
increase was the decrease in both revenues and expenditures due to the downturn in the economy and the
decrease in property tax revenues mandated by the state legislature. There was an increase in net assets from
business-type activities of $189,000. This consisted of a decrease of $409,000 to net assets invested in capital
assets net of related debt, an increase of $409,000 in unrestricted net assets and an increase of $189,000 to
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Santa Rosa County, Florida
MANAGEMENT DISCUSSION AND ANALYSIS
September 30, 2010

restricted net assets. The primary reason for this net decrease was the depreciation on equipment, interest on
debt and landfill closure costs.

Following is a comparative statement of net assets (amounts expressed in thousands):

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
Current and other assets $ 74,380 $ 68,301 $ 10,825 $ 10,350 § 85,205 § 78,651
Capital assets 146,830 145,047 17,696 18,695 164,526 163,742
Total assets 221,210 213,348 28,521 29,045 249,731 242,393
Long-term liabilities
outstanding 27,872 28,787 16,250 16,932 44,122 45,719
Other liabilities 6,095 7,378 308 339 6,403 7,717
Total liabilities 33,967 36,165 16,558 17,271 50,525 53,436
Net Assets:
Invested in capital assets,
net of related debt 132,777 143,184 11,027 11,436 143,804 154,620
Restricted 12,873 12,358 3,807 3,618 16,680 15,976
Unrestricted 41,593 21,641 (2,871) (3,280) 38,722 18,361
Total net assets $ 187,243 $ 177,183 $ 11,963 $ 11,774 $ 199,206 $ 188,957

Financial Analysis of Governmental Funds

The County uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The focus of the County’s governmental funds is to provide information on near-term inf