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DON W. HOWARD

CLeErk OF THE CirculT CourT, OKALOOSA COUNTY, FLORIDA

March 16, 2012
To the Citizens of Okaloosa County:

The Comprehensive Annual Financial Report of Okaloosa County, Florida for the fiscal year
ended September 30, 2011, is respectfully submitted. This report was prepared by the Finance
Department under the supervision of the Clerk of the Circuit Court. Responsibility for both the
accuracy of the presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the Finance Department. This report contains four major sections: the
Introductory, the Financial, the Statistical and the Compliance Sections.

The County prepares the basic financial statements to meet the requirements of Governmental
Accounting Standards Board Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments (GASB 34) reporting model requiring
the County to report in five parts, including, Management’s Discussion and Analysis,
Government-wide Financial Statements, major Fund Financial Statements, Budgetary
Comparisons for certain funds and the Notes to the Financial Statements.

The report consists of management’s representations concerning the finances of the County.
Consequently, management assumes full responsibility for the completeness and reliability of all
of the information presented in this report. To provide a reasonable basis for making these
representations, management of the County has established a comprehensive internal control
framework that is designed both to protect the government’s assets from loss, theft, or misuse and
to compile sufficient reliable information for the preparation of the County’s financial statements
in conformity with GAAP. Because the costs of internal controls should not outweigh their
benefits, the County’s comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

The County’s financial statements have been audited by the firm of Warren Averett, LLC. The
goal of the independent audit was to provide reasonable assurance that the financial statements of
the County for the fiscal year ended September 30, 2011, are free of material misstatement. The
independent audit involved 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; and evaluating the overall financial statement presentation. The
independent auditors concluded, based upon the audit, that there was a reasonable basis for
rendering an unqualified opinion that the County’s financial statements for the fiscal year ended
September 30, 2011, are fairly presented in conformity with GAAP. The report of independent
accountants is presented as the first component of the financial section of this report.
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Okaloosa County is a non-charter county established under the Constitution and the Laws of the
State of Florida. This Comprehensive Annual Financial Report (CAFR) includes the funds of the
primary government (the Board of County Commissioners, the Clerk of the Circuit Court, the
Property Appraiser, the Sheriff, the Supervisor of Elections and the Tax Collector) and one
component unit, The Emerald Coast Bridge Authority.

This component unit was included because generally accepted accounting principles require that
organizations for which the County is financially accountable be reported with the primary
government (the County) as the reporting entity. This CAFR does not include the Okaloosa
County School District or any other independent agency of Okaloosa County.

ECONOMIC CONDITION AND OUTLOOK

Okaloosa County is one of Florida's youngest counties, created in 1915 by an act of the state
legislature. Okaloosa County is located in the Northwest Florida Panhandle and the City of
Crestview, near its geographical center, is the County seat. The April 2011 population was
181,679, concentrated most heavily near its southern boundary on the Gulf of Mexico.

Occupying a large portion of Okaloosa
County is one of the world's largest
_____ military reservations.  Established in
"""""" = 1935, Eglin Air Force Base covers over
724 square miles in Okaloosa and two
neighboring counties and contains the
919" Special Operations Wing, Duke
Field. Eglin Air Force Base, the Air
Armament Center, is responsible for
development, acquisition, testing,
e R deployment and sustainment of all United
. i States Air Force air-delivered weapons.
e ——— Based wupon Eglin's wide range of
activities, Eglin will continue its major role in the defense of the United States and in the
economy of Okaloosa County. Hurlburt Field, the headquarters of the Air Force Special
Operations Command, is also located in Okaloosa County. Hurlburt Field occupies about 6,000
acres in the County. The military presence is the major income producing source for the County.

e

The tourism industry is the leading private income producing source for the County. The effect
of the industry on the local economy is more than $1 billion income produced annually with the
employment of 18,000+ in tourism related businesses. The Tourist Development Council
Convention Visitor’s Bureau (TDC / CVB) registered hundreds of thousands of inquiries
throughout the year. Tourists may visit Okaloosa County’s Visitor Welcome Center for
information on all local activities, area information, sightseeing and all other things to do during
their visit. An estimated 1.2 million visitors come to the Emerald Coast annually.



Residents and tourists in Okaloosa County have a full range of natural attractions and

2 = 5 recreational opportunities. Mile
f -~ after mile of beautiful snow-

% white beaches and emerald-green
waters attract boating enthusiasts,
swimmers, skiers, surfers, skin-
divers, and scuba divers. Some
| of the largest concentrations of
fighting game fish congregate off
Destin’s coast. Party and charter
boats make daily runs to favorite
fishing reefs. Piers and bridges
on the Gulf of Mexico, inland
bays and fresh water in lakes and
streams provide excellent fishing
[ opportunities. Golfing, at
numerous magnificent courses
around the area, sailing, and
camping are other year-round activities. The hunter may try for deer, turkey, quail, dove, duck,
and wild hog in the game management areas of the northern part of the county.

The state Division of Economic
Development placed the total labor force
in Okaloosa County at 117,732 in 2011
and the 2011 unemployment rate at 7.5
percent. This compares favorably to the
state's annual average rate of 10.6 percent
and the national average of 8.9 percent.
Okaloosa County's cost of living is
consistently below the national average
and the county has, along with its sister
counties in Florida, no state income tax.

Seven industrial parks have been developed with a total of over 1,100 acres available. An
industrial park near Crestview has an 8,000-foot reinforced runway, capable of handling the
largest aircraft, and it has complete utilities and services. A municipal industrial park at Fort
Walton Beach offers complete facilities and utility services to companies supplying space-age
components to the United States Air Force.

Relative property valuation strength, although declining over the last several years, continues to
provide the County the opportunity to maintain one of the state’s lowest millage rates while
continuing to maintain a relatively high level of service to County residents. Property tax values
decreased (5.0) percent. New construction activity in 2011 increased slightly to $117 million.
Due to these and some other state declining trends, some of the capital and functional initiatives
of the County remained on hold for the year until these trends reverse.
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MAJOR FUNCTIONAL INITIATIVES

General Government Initiatives The County completed construction of the Courthouse Annex
Extension at the end of the year using the issuance of Build America Bonds to fund the
construction. The estimated $20M+ project was completed on time and under budget. The
County also acquired,
formerly leased space at
the Newman C. Brackin
Building, formerly the
First National Bank of
Crestview building using
~ loan proceeds for much
b needed general
government space during
| the year. The County
continues to plan and
develop land for future
development through the
Joint Land Use grant
project funding. Along
with this grant funding
the general government
funding for housing and
housing stabilization
from federal stimulus funding continued, although somewhat diminished as the federal funding
winds down. About $73,750,000 was spent on General Government initiatives, or approximately
31.5% of total expenditures, throughout the year.

Public Safety Initiatives The County
dedicates a great deal of financial and
personnel resources for public safety
initiatives. The County completed
construction on the joint facility at
Northwest Florida State College Emergency
Operations  Center(EOC) and training
facility. The facility is a state-of-the-art
joint use complex for EOC and education.
The facility was dedicated at the first of the
calendar year. This facility will house and
relocate emergency staff for multiple offices
from several entities of the County into this modern facility to better protect the citizenry of the
County in future disaster related events. The public safety function of the Emergency Medical
activity always stays busy providing valuable countywide service, as does the 9-1-1 operation of
the county. The Sheriff’s operations were active and involved in many of these public safety
initiatives throughout the year. The County funded approximately $57,500,000 of Public Safety
initiatives, or approximately 24.6% of total expenditures, in 2011.
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Physical Environment Initiatives Physical environment initiatives are concentrated in the areas of
water/wastewater improvements, solid waste and stormwater. The military, with its ever
increasing role in our area, is
utilizing the County
water/wastewater countywide
service to their benefit by
exploring numerous
partnerships  for  service.
With the completion of the
new sewer treatment plant,
the decommissioning and
destruction of the old plant
has now begun and will soon
be completed.  Stormwater
projects continued, as funding
allowed in 2011. Solid Waste
continues to place a high
priority on new ideas as the
County monitors and — — :
remediates their closed landfills. The County complles with State mandates for landfill activity
throughout the closed landfill facilities in the County. Grant funds enhanced physical
environment activity with the assistance from Florida Department of Environmental Protection.
Over $37,750,000 was spent, plus, as always, a great deal of capital outlay, in the area of
Physical Environment initiatives, or approximately 16.1% of total expenditures, for 2011.

Transportation Initiatives
Transportation needs continue to be an
area of vital importance to the citizens
of the County. Maintenance and
enhancement of existing roadways
continues to be a high priority, as funds
become available.  Many miles of
roadway were resurfaced utilizing the
“Cold Mix” and “Overlay” options that
continue to be more financially feasible
in 2011. The Local Option Gas Tax and
the Constitutional State Shared Gas Tax
were utilized to complete or begin
construction on many projects and other
maintenance, along  with  many _ \ :
Emergency Watershed Projects utilizing funds from the USDA Emergency Watershed Program.
The area of mass transit continues to be addressed with additional grant-funded projects and the
ongoing service of Okaloosa Coordinated Transportation(OCT), a nonprofit agency providing
mass transportation opportunities for citizens countywide. The Northwest Florida Regional
Airport, along with the General Aviation Airports in Destin and in Crestview at Bob Sikes,
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continue to be funded with fees for services, including Passenger Facility and Customer Facility
Fees, along with a significant portion of State and Federal funding for construction activities.
Projects abound at the airport operation, including, building and roadway renovation around the
Regional Airport and runway and building renovation at the Bob Sikes airport. About
$44,000,000, or approximately 18.8% of total spent, was spent on transportation expenditures in
2011.

Economic Environment Initiatives Significant recovery took place in the area of Tourist
Development associated with increasing tourism activities, which was greatly needed and
assisted by funds and advertising following the year of the disastrous oil spill occurring in the
Gulf of Mexico. Financial assistance to countywide citizens in the form of housing assistance
through the Community Development Corporation and assistance related to the many veterans
located in the area also are included in Economic Environmental initiatives. The 70,000 square-
foot Emerald Coast Conference Center continues to provide much needed state-of-the-art
meeting space in the County. Community Redevelopment agencies in several cities within the
County utilize portions of Ad Valorem Tax dollars to enhance economic development in those
designated areas. Over $9,250,000 or approximately 3.9% was spent in the area of economic
environment in 2011.

Human Service Initiatives The ongoing funding for human service activities by the County
included mosquito control, animal welfare, health care, Medicaid, elder services, day care
service, mental health services and court-related child protection services expenditures. These
activities, particularly state aid for Medicare and Medicaid, account for well over half of the
dollars spent in this particular functional category. A portion of the operation of the Okaloosa
County Health Department is another human service initiative in the County. Over $4,250,000
or approximately 1.8% was spent in the area of Human Service activity in 2011.

Culture/Recreation Initiatives Several
county and city parks continue to be
improved this year with MSTU park
funding. These park improvements
along with funds used to aid in the
creation of artificial reef sights for
the area fishermen were
enhancements to recreational
activities provided for all citizens and
tourists attracted to our area. Tourist
Development continues to work on
the process of renourishing critically
eroded beaches of the County. An |
additional  penny  of  Tourist
Development Tax continues to be collected to renourish all beaches within the Tourist
Development boundary area. Many national magazines proclaim the Okaloosa Island/Destin
beaches as the #1 Beach in America, the #1 Beach in the South, as well as, one of the Favorite
Family Vacation spots as they have for the past several years consecutively. The Countywide
Library Cooperative continued to provide countywide service during this year, although funding




issues during these economic times are extremely difficult. Over $7,750,000 or approximately
3.3% was spent for culture/recreational activities throughout the year.

Future Initiatives Maintaining a high level of service the citizens expect will continue to be a
major challenge for the County. The allocation of limited resources for use on enhancements
while continuing to provide the expected services for County residents will continue to stretch
somewhat limited resources significantly. Facility and space needs continue to be a high priority
for the immediate future.

Since the Annex Extension facility has been completed, the County will now turn its attention to
the renovation of the Shalimar Annex in the south end of the County, along with the renovation
of the Courthouse facility in the north end of the County. The primary focus of the renovation of
the Annex will be in preparation to alleviate the County of rents they pay to currently house
Constitutional and County offices.

The County will continue to
maintain and upgrade roads,
repair and monitor stormwater
needs consistent with the
availability of funds.  Other
; major improvements in
@ transportation will be for
ongoing and expanding airport
projects and continued
- ; _ evaluation  of  countywide
‘ |"_!!!!!llllmlj'":,i' - transportation systems.

Quality of life issues will

- continue to be debated in the

area of culture and recreation.

Receipts from the tourist

development tax will continue to

provide funding for area beautification and beach maintenance, to enhance environmental

protection efforts, and to promote tourism in the area. Recreation activities will continue to

flourish with funding made available through tourist development and boating improvement

funds, pursuing additional grant funds and any other resource the County deems applicable to

this critical area of quality of life. Beach renourishment is a topic of great significance to be
addressed in the coming year.

FINANCIAL INFORMATION

Readers of this report are encouraged to read Management’s Discussion and Analysis (MD&A).
The MD&A provides basic financial information about the County and an overview of the
County’s activities. The government-wide financial statements, consisting of a statement of net
assets and a statement of activities, provide a comprehensive financial picture of the County,
split between governmental activities and business-type activities. These statements are prepared



assets and a statement of activities, provide a comprehensive financial picture of the County,
split between governmental activities and business-type activities. These statements are prepared
using the economic resources measurement focus and the accrual basis of accounting, where all
assets, liabilities, revenues, and expenses of the County are reported. The fund financial
statements provide information concerning the County’s funds and are prepared from the
County’s accounting records. The County’s accounting records for general governmental
operations are maintained on a modified accrual basis, with revenues being recorded when
available and measurable and expenditures being recorded when the services or goods are
received and the liabilities are incurred. Accounting records for the County’s proprictary funds
are maintained on the accrual basis. The County’s fiscal year is October 1 to September 30.

Section 11.45, Florida Statutes, requires an annual audit of all County agencies. The County has
directed that the annual audit be more extensive than that required by Florida Statutes by
requiring that the annual audit be a single audit covering all the funds and account groups of the
County. This requirement has been complied with, and the unqualified opinion of the auditors
has been included in this report.

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 the County for its
Comprehensive Annual Financial Report for the fiscal year ended September 30, 2010.

The Certificate of Achievement is a prestigious national award, recognizing conformance with
the highest standards for presentation of state and local government financial reports. In order to
be awarded a Certificate of Achievement, the County must publish an easily readable and
efficiently organized comprehensive annual financial report whose contents conform to program
standards, GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
Comprehensive Annual Financial Report conforms to the Certificate of Achievement Program
requirements, and it will be submitted to the GFOA to determine its eligibility for another
certificate.

A comprehensive annual financial report of this nature could not have been prepared without the
dedicated efforts of a considerable number of individuals. I want to especially thank the Clerk
and the entire staff of the Finance Department for their invaluable assistance in the preparation of
this report. 1 would also like to thank the members of the County’s independent external
auditors. I 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 manner.

Gary ataéord CPFO, CGFO

Finance Officer/Deputy Clerk
Okaloosa County Clerk
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WARREN AVERETT
O'SuLLivaN CREEL

A Business of Warren Averett, LLC | CPAs & Consultants 45 Eglin Pkwy., N.E.

Suite 301
Fort Walton Beach, FL 32548

850.244.5121
Fax: 850.664.2562

To the Honorable Chairman and Members of the
Board of County Commissioners and Other Elected Officials
Okaloosa County, Florida

www.warrenaverett.com

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of Okaloosa County, Florida, as of and
for the fiscal year ended September 30, 2011, which collectively comprise the Okaloosa County Florida’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of Okaloosa 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 examining, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of
the governmental activities, the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of Okaloosa County, Florida, as of September 30, 2011, and the respective changes in
financial position, and cash flows, where applicable, and the respective budgetary comparison for the General Fund, County
Transportation Trust and Tourist Development Special Revenue Funds 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 16, 2012, on our consideration of
Okaloosa County, Florida’s internal 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
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.

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis
on pages 3 through 15 and the Post-Employment Benefits Plans Schedule of Funding Progress on page 90 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Board of County Commissioners and Other Elected Officials
Independent Auditor’s Report
Page two

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Okaloosa
County, Florida’s financial statements as a whole. The introductory section, combining and individual nonmajor fund financial
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 accompanying schedule of expenditures of federal awards and state financial assistance is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and Chapter 10.550, Rules of the Auditor General, Local
Governmental Entity Audits, and is also not a required part of the basic financial statements of Okaloosa County, Florida. The
accompanying schedule of passenger facility charges is presented for purposes of additional analysis as specified in the Passenger
Facility Charge Audit Guide for Public Agencies, issued by the Federal Aviation Administration, and is not a required part of the
basic financial statements of Okaloosa County, Florida. The combining and individual nonmajor fund financial statements and
schedules, the schedule of expenditures of federal awards and state financial assistance and the schedule of expenditures of
passenger facility charges were derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of the basic financial
statements, and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated in all material respects in relation to the financial statements as a whole. The introductory and
statistical sections have not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on it.

Wavun Cveedt L4C

March 16, 2012



Okaloosa County, Florida
Management Discussion and Analysis

This discussion and analysis of Okaloosa County’s (the County) financial statements is
designed to introduce the basic financial statements and provide an analytical overview of
the County’s financial activities for the fiscal year ended September 30, 2011. This
analysis, in conjunction with additional information provided in our letter of transmittal,
should assist readers in identifying significant financial issues and changes in the County’s
financial position. In this Management Discussion and Analysis (MD&A), all amounts,
unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlights

e At the close of fiscal year 2011 the County’s assets exceeded its liabilities,
resulting in net assets of $420,284. Governmental and business-type assets
exceeded its liabilities by $173,024 and $247,260, respectively.

e The County’s total net assets increased $23,255, or 5.9 percent, in comparison to
the prior year.

e The County had $27,232 of unrestricted net assets at the close of this year
compared to $22,071 last year that can be used to meet the County’s obligations.

e Total revenues increased $13,908, or 7.3 percent, from $190,391 to $204,299.
e Total expenses decreased ($3,918), or (2.1) percent, from $186,178 to $182,260.

e The County’s governmental activities reported total net assets of $173,024, which
is an increase of $2,535, or 1.5 percent, in comparison to prior year. 1.1 percent of
the total is unrestricted.

e The County’s business-type activities reported total net assets of $247,261, which
is an increase of $20,720, or 9.1 percent, in comparison to prior year.
Approximately 10.3 percent of the total, or $25,367, is unrestricted, and thus
available for spending at the County’s discretion.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Okaloosa
County’s basic financial statements. The County basic financial statements are comprised
of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements, as illustrated on the following page.
This report also contains other supplementary information in addition to the basic financial
statements themselves.
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Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad
overview of Okaloosa County’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the County’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator of whether the financial position of the County is
improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the County
include general government, public safety, physical environment, transportation, economic
environment, human services, culture/recreation and court-related activity.

The business-type activities of the County include water/sewer services, airport services, solid
waste collection/disposal, building inspection services, emergency medical service and
conference center activities.

The government-wide financial statements include not only Okaloosa County itself (known as
the primary government), but also a legally separate bridge authority for which Okaloosa
County is financially accountable. Financial information for this component unit is reported
discretely from the financial information presented for the primary government itself.

The government-wide financial statements can be found on Exhibit I, I1-A and 1I-B of this
report.
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Fund Financial Statements

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

The County’s funds are presented in separate fund financial statements. These funds are
presented on governmental fund financial statements, proprietary fund financial statements and
a fiduciary fund financial statement. The County’s major funds are presented in separate
columns on the fund financial statements. The definition of a major fund is one that meets
certain criteria set-forth in GASB 34. The funds that do not meet the criteria of a major fund
are considered non-major funds and are combined into a single column on the fund financial
statements.

Governmental Fund Financial Statements

Governmental fund financial statements are prepared on the modified accrual basis using
current financial resources measurement focus. Under the modified accrual basis, revenues are
recognized when they become measurable and available as net current assets. Although the
activity of the internal service funds is reported with the governmental activities on the
government-wide financial statements they are not combined on the government fund financial
statements.

Four of the County’s governmental funds, the General Fund, County Transportation Trust
Fund, Tourist Development Trust Fund and Capital Outlay Construction Trust Fund, are
classified as major funds. All other governmental funds are combined into a single column on
the governmental fund financial statements. Individual fund data for the non-major funds is
found in combining statements presented as supplemental financial data.

The County adopts an annual budget for all governmental funds. A budgetary comparison has
been presented for all the governmental funds, which compares not only actual results to
budget but also the original adopted budget to final budget. These budgetary comparisons for
the major governmental funds are presented as part of the basic financial statements. Non-
major governmental fund budget comparisons are presented as supplemental financial data.

Proprietary Fund Financial Statements

Proprietary fund financial statements, like government-wide financial statements, are prepared
on the full accrual basis. Proprietary funds record both operating and non-operating revenues
and expenses. Operating revenues are those that are obtained from the operations of the
proprietary fund.

The County reports the Water and Sewer, Airport, Solid Waste and Conference Center as
major funds in the proprietary fund financial statements. These enterprise funds are used to
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present the same functions that are presented in the government-wide financial statements. The
other enterprise funds are grouped together and reported in a separate column entitled, “Other
Enterprise Funds”. The internal service funds are combined into a single column on the
proprietary fund financial statements. Individual fund data is presented in combining
statements as supplemental financial data.

The internal service funds are used to account for risk management, health, including other
post employment benefits for retirees, dental and liability insurance, fleet management services
and funding of short-term compensated absence liability on a cost reimbursement basis.

Fiduciary Fund Financial Statement

Data shown on the fiduciary fund financial statement is not included in the government-wide
financial statements because the resources of those funds are not available to support the
County’s programs. The only type of fiduciary funds the County maintains, agency funds, are
used to account for assets held by the County as an agent for individuals or other governments.

Notes to the financial statements

The notes to the financial statements provide additional information that is useful for a
more complete understanding of the data provided in the government-wide and fund
financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning Okaloosa County’s
funding progress related to post employment benefits.

This report also presents combining statements for the non-major governmental and
proprietary funds and agency funds, as well as individual fund budget and actual
comparison schedules for non-major governmental funds.

Government-wide Financial Analysis

Over time, net assets may serve as the most useful indicator of a government’s financial
position. At September 30, 2011, the County’s total net assets or total assets less liabilities,
was $420,285. A significant portion of the County’s net assets, 79.7 percent, is identified
as an investment in capital assets (such as land, buildings, equipment, infrastructure), less
related debt outstanding that was used to acquire those assets. Since the County uses
capital assets to provide services to its residents, the net assets represented by “investment
in capital assets, net of related debt” are not available for future spending. In fact, the
payment of maintenance and debt service costs on those capital assets will themselves
require governmental resources. The invested in capital assets, net of related debt balance
of $335,088 increased $17,071 or 5.37 percent, in comparison to the prior year.
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Another portion of the County’s net assets is restricted net assets which represent assets
that are subject to constraints such as by debt covenants, grantors, laws or regulations. The
restricted net asset balance of $57,964 (13.8 percent of total net assets) increased $1,021 or
1.8 percent, in comparison to prior year, mainly due to reduced debt service and increased
economic restrictions for Tourist Development, as restated.

Unrestricted net assets are net assets that are available to meet the County’s ongoing
obligations to residents, creditors, and enterprise fund customers. The unrestricted net asset
balance of $27,232 (6.5 percent of total net assets), as restated, increased $5,161, or 23.4
percent, in comparison to prior year for the first year since adoption of GASB 34 reporting,
due primarily to the restatement of certain restricted balances and the increase in business
type activity unrestricted balances.

As shown on the following chart, the County reported increased balances at September 30,
2011. The components of total Net Assets changed due to the further identification of
restrictions, especially Grants, Capital Projects, Transportation, Economic Environment
and Culture/Recreation, as modified by splitting out Other Restricted Purposes and the
updated GASB 54 standard.

The following is a condensed summary of net assets for the primary government for fiscal
years 2011 and 2010.
Okaloosa County, Florida
Summary of Net Assets
September 30, 2011 and 2010

Governmental Business-type Total
2010 2010
2011 (Restated) 2011 2010 2011 (Restated)

Current and Other Assets $ 69,189 $ 78,633 $ 61,706 $ 60,633 $ 130,895 $ 139,266
Captial Assets 161,255 145,711 313,928 306,442 475,183 452,153

Total Assets 230,444 224,344 375,634 367,075 606,078 591,419
Current and Other Liabilities 16,495 15,188 18,726 19,981 35,221 35,169
Long-term Liabilities 40,925 38,666 109,647 120,554 150,572 159,220

Total Liabilities 57,420 53,854 128,373 140,535 185,793 194,389
Net Asset:
Investment in Capital

Assets, Net of Related Debt 131,864 133,206 203,224 184,811 335,088 318,017
Restricted for

Debt Service 431 1,174 7,579 13,654 8,010 14,828

Grants 1,244 203 - - 1,244 203

Capital Projects 1,008 2,167 - - 1,008 2,167

Public Safety 1,679 2,130 - - 1,679 2,130

Transportation 10,745 9,978 7,054 6,293 17,799 16,271

Eco Environment 16,945 10,147 4,036 3,956 20,981 14,103

Culture Recreation 4,413 4,547 - - 4,413 4,547

Court-Related 2,830 2,694 - - 2,830 2,694
Unrestricted 1,865 4,244 25,367 17,827 27,232 22,071

Total Net Assets $ 173,024 $ 170,490 $ 247,260 $ 226,541 $ 420,284 $ 397,031
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The following schedule compares the revenues and expenses for the primary government
for the current and previous fiscal years:

Okaloosa County, Florida
Summary of Revenues and Expenses
As September 30, 2011 and 2010

Governmental Business-type
Activities Activities Total
2011 2010 2011 2010 2011 2010
Revenues:
Program Revenues:
Charges for Services $ 26754 $ 22775 $ 53428 $ 50,194 $ 80,182 $ 72,969
Operating Grants and
Contributions 7,675 9,867 548 797 8,223 10,664
Capital Grants and
Contributions 2,611 4,287 18,035 9,027 20,646 13,314
General Revenues: - -
Taxes 61,192 64,567 6,810 4,830 68,002 69,397
State Shared Revenue 16,880 15,801 - - 16,880 15,801
Grant and Contributions not
Restricted Specific Programs 6,622 1,725 - - 6,622 1,725
Other 2,968 4,647 776 1,873 3,744 6,520
Total Revenues 124,702 123,669 79,597 66,721 204,299 190,390
Expenses:
Program Activities:
General Government 31,726 32,146 - - 31,726 32,146
Public Safety 45335 47,995 - - 45335 47,995
Physical Environment 2,148 2,594 - - 2,148 2,594
Transportation 17,728 18,922 - - 17,728 18,922
Economic Environment 9,290 8,980 - - 9,290 8,980
Human Services 4,454 4,672 - - 4,454 4,672
Culture and Recreation 4,007 5,031 - - 4,007 5,031
Court-Related 7,118 7,390 - - 7118 7,390
Interest and Fiscal Charges 1,531 1,138 - - 1,531 1,138
Business-type Activities:
Water and Sewer - - 27,124 25,753 27,124 25,753
Airport - - 12,527 10,575 12,527 10,575
Solid Waste - - 6,874 7,758 6,874 7,758
Inspections - - 1,149 1,245 1,149 1,245
Emergency Medical - - 7,495 7,555 7,495 7,555
Conference Center - - 3,754 4,424 3,754 4,424
Total Expenses 123,337 128,868 58,923 57,310 182,260 186,178
Inc in Net Assets Before Trf 1,365 (5,199) 20,674 9411 22,039 4212
Special Item - - 1,216 - 1,216 -
Transfers 1,169 1,087 (1,169) (1,087) - -
Inc/(Dec) in Net Assets 2,534 (4,112) 20,721 8,324 23,255 4,212
Net Assets October 1 170,490 174,602 226,540 218,216 397,030 392,818
Net Assets September 30 $ 173024 $ 170490 $ 247261 $ 226540 $ 420285 $ 397,030

Revenues increased by $1,033 or 0.83 percent in Governmental activities, due primarily to BP
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recovery proceeds and increased tourism development taxes offset by decline in ad valorem
taxes, operating and capital grants. Revenues in Business-type activity increased by $12,876
or 19.3 percent from the prior year, mainly due to increased charges for services in Water &
Sewer and Airports and increased capital grant funding, primarily in Airports. EXxpenses
decreased by ($5,531) or (4.3) percent in Governmental activities, due to decreases in almost
all program activities, except in the area of Economic Environment functional expenses.
Expenses in Business type expenses increased slightly $1,613 or 2.8 percent due mainly to
increased c