ThisisaPreliminary Official Statement, subject to amendment and completion. These Bonds may not be sold and offers to buy may not be accepted prior to the time the Official Statement is delivered
in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of these securities in any

jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER 8, 2011
T B Yol cetTam S hTIogons hemiistr byi° QLSS {8E LRSS °F

Refunding Issue - Book-Entry Only . . . . . L
15 Official Statement has been prepared by the Division of Bond Finance to provide information about the 2011B Bonds. Selected information is

presented on this cover page for the convenience of the reader. To make an informed decision, a prospective investor should read this Official Statement
in its entirety. Unless otherwise indicated, capitalized terms have the meanings given in Appendix I.

$169,945,000*
STATE OF FLORIDA
Department of Environmental Protection
Florida Forever Revenue Refunding Bonds, Series 2011B

Dated: Date of Delivery Due: July 1, as shown on the inside front cover

Bond Ratings

Tax Status

Redemption

Security

Lien Priority

Additional Bonds

Purpose

Interest Payment Dates
Record Dates

Form/Denomination

Closing/Settlement

Bond Registrar/
Paying Agent

Bond Counsel
Issuer Contact

Maturity Structure

A Fitch Ratings Al Moody’s Investors Service AA- Standard & Poor’s Ratings Services

In the opinion of Bond Counsel, interest on the 2011B Bonds is excluded from gross income for federal income
tax purposes and is not an item of tax preference for purposes of the alternative minimum tax. The 2011B Bonds
and the income therefrom are not subject to any Florida taxes, except estate taxes imposed by Chapter 198,
Florida Statutes, as amended, and net income and franchise taxes imposed by Chapter 220, Florida Statutes, as
amended. See “TAX MATTERS” herein for amore complete discussion of the tax aspects, and see Appendix G
-“Form of Opinion of Bond Counsel” for assumptions and limitations made by Bond Counsel.

The 2011B Bonds are subject to optional redemption as provided herein.

The 2011B Bonds will be secured by a pledge of certain excise taxes on documents required to be transferred
to the Land Acquisition Trust Fund and certain investment earnings thereon. The 2011B Bonds are not a
general obligation or indebtedness of the State of Florida, and the full faith and credit of the State of
Florida is not pledged to payment of the 2011B Bonds. See “SECURITY FOR THE 2011B BONDS” and
“DOCUMENTARY STAMP TAXES” herein for more information.

The lien of the 2011B Bonds on the Pledged Revenues will be on a parity with the Outstanding Bonds and any
subsequently issued Additional Parity Bonds. The aggregate principal amount of Outstanding Bonds subsequent
to the issuance of the 2011B Bonds is anticipated to be $2,029,765,000*, including the principal amount of
$180,350,000* of bonds to be refunded which may not be legally defeased. Additionally, excise taxes that fund
the Pledged Revenues also fund, on a parity basis, the payment of debt service on Everglades Bonds outstanding
in the aggregate principal amount of $214,590,000. See “SECURITY FOR THE 2011B BONDS” herein for
more information.

Additional bonds payable on a parity with the 2011B Bonds and the Outstanding Bonds may be issued if for a
preceding 12 month period, the amount of excise taxes distributable by law for the Bonds equaled 150% of the
Maximum Debt Service Requirement for all Outstanding Bonds, all Outstanding Everglades Bonds and the
proposed Additional Parity Bonds and the respective Pledged Revenues equaled 100% of the Debt Service
Requirement on the Outstanding Bonds and the Outstanding Everglades Bonds. This description of the
requirements for the issuance of Additional Parity Bonds is only a summary of the complete requirements. See
“SECURITY FOR THE 2011B BONDS - Additional Bonds” herein for more complete information.

Proceeds of the 2011B Bonds, together with other available moneys, will be used to refund a portion of the
Outstanding State of Florida Department of Environmental Protection, Florida Forever Revenue Bonds, Series
2002A and Series 2002B, and to pay costs of issuance.

January 1 and July 1, commencing January 1, 2012.

December 15 and June 15.

The 2011B Bonds will initially be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”). Individual purchases will be made in book-entry form only through
Direct Participants (defined herein) in denominations of $1,000 and integral multiples thereof. Purchasers of
the 2011B Bonds will not receive physical delivery of the 2011B Bonds.

It is anticipated that the 2011B Bonds will be available for delivery through the facilities of DTC in New York,
New York approximately three weeks from the date bids are received.

U.S. Bank Trust National Association, New York, New York.
Squire, Sanders & Dempsey (US) LLP, Tampa, Florida.
Division of Bond Finance, (850) 488-4782, bond@sbafla.com

The 2011B Bonds will mature on the dates and bear interest at the rates set forth on the inside front cover.

*Preliminary, subject to change.



MATURITY STRUCTURE

Initial Principal Interest Price or First Optional Redemption
CUSIP© Due Date Amount* Rate Yield Date and Price
July 1, 2013 $15,075,000 -
July 1, 2014 15,670,000 -
July 1, 2015 16,300,000 -
July 1, 2016 16,950,000 -
July 1, 2017 17,630,000 -
July 1, 2018 18,330,000 -
July 1, 2019 19,065,000 -
July 1, 2020 19,830,000 -
July 1, 2021 20,620,000 -
July 1, 2022 10,475,000 July 1, 2021 @ 100

BIDS FOR THE 2011B BONDS WILL BE RECEIVED
AS PROVIDED IN THE NOTICE OF BOND SALE

* Preliminary, subject to change.

© Copyright 2011 American Bankers Association. CUSIP data herein is provided by Standard & Poor's, CUSIP Service Bureau, a division of McGraw-Hill
Companies, Inc. This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Services.



The State of Florida has not authorized any dealer, broker, salesman or other person to give any
information or to make any representations, other than those contained in this Official Statement, and if
given or made, such other information or representations must not be relied on. Certain information
herein has been obtained from sources other than records of the State of Florida which are believed to be
reliable. The information and expressions of opinion herein are subject to change without notice, and
neither the delivery of this Official Statement nor any sale made hereunder will, under any circumstances,
create any implication that there has been no change in the affairs of the State of Florida since the date
hereof. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor
will there be any sale of the 2011B Bonds by any person in any jurisdiction in which it is unlawful for such
person to make such an offer, solicitation or sale.
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OFFICIAL STATEMENT
Relating to
$169,945,000*
STATE OF FLORIDA
Department of Environmental Protection
Florida Forever Revenue Refunding Bonds, Series 2011B

For definitions of capitalized terms not defined in the text hereof, see Appendix I.
INTRODUCTION

This Official Statement sets forth information relating to the sale and issuance of the $169,945,000* State of
Florida, Department of Environmental Protection, Florida Forever Revenue Refunding Bonds, Series 2011B Bonds (the
“2011B Bonds™), dated the date of delivery thereof, by the Division of Bond Finance of the State Board of
Administration of Florida (the “Division of Bond Finance”).

Proceeds of the 2011B Bonds, together with other available moneys, will be used to refund a portion of the
Outstanding State of Florida, Department of Environmental Protection, Florida Forever Revenue Bonds, Series 2002A
and Series 2002B, and to pay costs of issuance.

The 2011B Bonds will be secured by and payable from certain excise taxes on documents (the “Documentary
Stamp Taxes”) required to be transferred to the Land Acquisition Trust Fund and certain investment earnings thereon
(the “Pledged Revenues™). See “SECURITY FOR THE 2011B BONDS” and “DOCUMENTARY STAMP TAXES”
herein for more detailed information.

The lien of the 2011B Bonds on the Pledged Revenues will be on a parity with the Department of
Environmental Protection, Preservation 2000 Revenue Bonds, Series 1997B through 2001A, and the Department of
Environmental Protection, Florida Forever Revenue Bonds, Series 2002A through Series 2011A (collectively, the
“Qutstanding Bonds”), and any subsequently issued Additional Parity Bonds. The aggregate principal amount of
Outstanding Bonds subsequent to the issuance of the 2011B Bonds is anticipated to be $2,029,765,000%, including the
principal amount of $180,350,000* of bonds to be refunded which may not be legally defeased. Additionally, excise
taxes that fund the Pledged Revenues also fund, on a parity basis, the payment of debt service on the Department of
Environmental Protection, Everglades Restoration Revenue Bonds, Series 2007A-B, 2008A and 2010A&B, outstanding
in the principal amount of $214,590,000, and any additional bonds issued on a parity therewith (collectively, the
“Everglades Bonds”). See “SECURITY FOR THE 2011B BONDS” herein for more detailed information.

The 2011B Bonds are not a general obligation or indebtedness of the State of Florida, and the full faith
and credit of the State of Florida is not pledged to payment of the 2011B Bonds.

Requests for additional information may be made to:

Division of Bond Finance
Phone: (850) 488-4782
Fax: (850) 413-1315
E-mail: bond@sbafla.com
Mail: P. O. Box 13300
Tallahassee, Florida 32317-3300

This Official Statement speaks only as of its date, and the information contained herein is subject to change.
Any statements made in this Official Statement which involve opinions or estimates, whether or not expressly stated,
are set forth as such and not as representations of fact. No representation is made that any of the opinions or estimates
will be realized. To make an informed decision, a full review should be made of the entire Official Statement. The
descriptions of the 2011B Bonds and the documents authorizing and securing the same do not purport to be
comprehensive or definitive. All references to and descriptions of such documents are qualified by reference to the
actual documents. Copies of such documents may be obtained from the Division of Bond Finance.

End of Introduction

*Preliminary, subject to change.



AUTHORITY FOR THE ISSUANCE OF THE 2011B BONDS
General Legal Authority

The 2011B Bonds are being issued by the Division of Bond Finance on behalf of the Florida Department of
Environmental Protection (the “Department”) pursuant to Article V11, Section 11(e) of the Florida Constitution of 1968,
as amended (the “Constitutional Amendment”), Sections 215.618 and 201.15, Florida Statutes, the Florida Forever Act
(Chapter 99-247, Laws of Florida), Sections 215.57 through 215.83, Florida Statutes (the “State Bond Act™) (collectively,
the “Florida Forever Laws”), and other applicable provisions of law. The Constitutional Amendment provides that
revenue bonds may be issued to acquire and improve land, water areas and related property interests and resources for
the purposes of conservation, outdoor recreation, water resource development, restoration of natural systems, and historic
preservation. The Legislature has authorized the Division of Bond Finance to issue refunding bonds on behalf of any
State agency in Section 215.79, Florida Statutes.

Division of Bond Finance

The Division of Bond Finance, a public body corporate created pursuant to the State Bond Act, is authorized
to issue bonds on behalf of the State or its agencies. The Governing Board of the Division of Bond Finance (the
“Governing Board”) is composed of the Governor, as Chairman, and the Cabinet of the State of Florida, consisting of
the Attorney General, as Secretary, the Chief Financial Officer, as Treasurer, and the Commissioner of Agriculture. The
Director of the Division of Bond Finance may serve as an assistant secretary of the Governing Board.

State Board of Administration of Florida

The State Board of Administration of Florida (the “Board of Administration”) was created under Article 1V,
Section 4, of the Constitution of the State of Florida, as revised in 1968 and subsequently amended, and succeeds to all
the power, control and authority of the state board of administration established pursuant to Article IX, Section 16, of
the Constitution of the State of Florida of 1885. It will continue as a body at least for the life of Article XII, Section 9(c)
of the Florida Constitution. The Board of Administration is composed of the Governor, as Chairman, the Chief Financial
Officer and the Attorney General. Under the State Bond Act, the Board of Administration determines the fiscal
sufficiency of all bonds proposed to be issued by the State of Florida or its agencies. The Board of Administration also
acts as the fiscal agent of the Department in administering the Sinking Fund, the Rebate Account, and the Reserve
Account established pursuant to the Resolution as described below.

Department of Environmental Protection

The Department of Environmental Protection was created by a merger of the Department of Natural Resources
and the Department of Environmental Regulation. In 1993, the State Legislature abolished the Department of Natural
Resources and transferred its duties and powers to the newly created Department of Environmental Protection. The head
of the Department is the Secretary, who is appointed by the Governor.

Chapter 375, Florida Statutes, the Conservation and Recreation Act, provides for the Department to administer
the Land Acquisition Trust Fund, and, pursuant to the Florida Forever Laws, the Authorizing Resolution and applicable
laws, the Department is responsible for distributing funds to certain governmental agencies for the acquisition of lands
and water areas, in accordance with the provisions of the Florida Forever Laws.

Administrative Approval

By the Thirteenth Subsequent Resolution adopted on January 23, 2001 (the “Authorizing Resolution”), the
Governor and Cabinet, as the Governing Board of the Division of Bond Finance, authorized the issuance of not
exceeding $3,000,000,000 Department of Environmental Protection Florida Forever Revenue Bonds (the “Florida
Forever Bonds™). The Authorizing Resolution amended, restated and supplemented an original resolution adopted
February 12, 1991, which original resolution authorized the Department of Natural Resources Preservation 2000
Revenue Bonds (the “Preservation 2000 Bonds™) for similar environmental purposes. The Authorizing Resolution
restated the original resolution, including all previously adopted amendments through January 22, 2001, and made
amendments to provide for the issuance of Florida Forever Bonds as Additional Parity Bonds. The Authorizing
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Resolution was amended by the Twenty-second Subsequent Resolution adopted on February 25, 2003 to facilitate the
substitution of Reserve Products for the funds on deposit in the Composite Reserve Sub-account as described in
“SECURITY FOR THE 2011B BONDS - Debt Service Reserve Account” below and by the Twenty-eighth Subsequent
Resolution adopted on December 5, 2006 to reflect the statutory amendment to Subsection 201.15(1), Florida Statutes,
which provides that distribution of excise taxes on documents to the Land Acquisition Trust Fund for the Preservation
2000 and Florida Forever Bonds is to be on a parity with the distribution made to the Save Our Everglades Trust Fund
to pay debt service on the Everglades Restoration Revenue Bonds (collectively, the “Amending Resolutions”). The
Authorizing Resolution and the Amending Resolutions are reproduced herein as Appendices C, D and E.

The Department adopted a resolution on August 4, 2011 requesting the Division of Bond Finance to issue not
exceeding $345,000,000 Florida Forever Revenue Refunding Bonds, of which $127,920,000 has previously been sold.

The Governing Board authorized the issuance and sale of not exceeding $345,000,000 Florida Forever Revenue
Refunding Bonds, of which $127,920,000 has previously been sold, by the Thirty-seventh Subsequent Resolution
adopted on August 2, 2011, which resolution is attached as Appendix F. This resolution also amended the Authorizing
Resolution to address the additional payment provisions provided by Section 201.15(16), Florida Statutes.

The Board of Administration approved the fiscal sufficiency of the 2011B Bonds by a resolution adopted on
August 2, 2011, pursuant to Section 215.73, Florida Statutes.

DESCRIPTION OF THE 2011B BONDS

The 2011B Bonds are being issued as fully registered bonds in the denomination of $1,000 or integral multiples
thereof. The 2011B Bonds are payable from the Pledged Revenues as described herein. The 2011B Bonds will be dated
the date of delivery thereof and will mature as set forth on the inside front cover. Interest on the 2011B Bonds is payable
on January 1, 2012, for the period from the date of delivery thereof to January 1, 2012, and semiannually thereafter on
July 1 and January 1 of each year until maturity or redemption.

The 2011B Bonds will initially be issued exclusively in “book-entry” form. Ownership of one 2011B Bond
for each maturity (as set forth on the inside front cover), each in the aggregate principal amount of such maturity, will
be initially registered in the name of “Cede & Co.” as registered owner and nominee for the Depository Trust Company,
New York, New York (“DTC”), which will act as securities depository for the 2011B Bonds. Individual purchases of
the 2011B Bonds will be made in book-entry form only, and the purchasers will not receive physical delivery of the
2011B Bonds or any certificate representing their beneficial ownership interest in the 2011B Bonds. See Appendix J,
“Provisions for Book-Entry Only System or Registered Bonds” for adescription of DTC, certain responsibilitiesof DTC,
the Division of Bond Finance, the Department of Environmental Protection and the Bond Registrar/Paying Agent, and
the provisions for registration and registration for transfer of the 2011B Bonds if the book-entry only system of
registration is discontinued.

REDEMPTION PROVISIONS
Optional Redemption

The 2011B Bonds maturing prior to 2022 are not redeemable prior to their stated dates of maturity. The 2011B
Bonds maturing in 2022 are redeemable prior to their stated date of maturity, without premium, at the option of the
Division of Bond Finance, (i) in part, by lot within such maturity if less than the entire maturity is to be redeemed, or
(ii) as a whole, on July 1, 2021, or on any date thereafter, at the principal amount of the 2011B Bonds so redeemed,
together with interest accrued to the date of redemption.

Notice of Redemption

Unless waived by any Registered Owner of 2011B Bonds to be redeemed, a notice of redemption of 2011B
Bonds or portions thereof will be mailed by first class mail at least 30 days prior to the date of redemption to Registered
Owners of record as of 45 days prior to the date of redemption. Such notices of redemption will specify the serial
numbers of the 2011B Bonds to be redeemed, if less than all, the date fixed for redemption and the redemption price,
and in the case of 2011B Bonds to be redeemed in part only, the principal amount to be redeemed. In lieu of mailing,
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the Bond Registrar/Paying Agent may elect to provide such notice of redemption by electronic means to any Registered
Owner who has consented to such method of receiving notice.

Failure to give any required notice of redemption as to any particular 2011B Bonds will not affect the validity
of the call for redemption of any 2011B Bonds in respect of which no such failure has occurred. Any notice mailed as
provided in the Authorizing Resolution will be conclusively presumed to have been duly given, whether or not the
Registered Owner receives the notice.

Interest on the 2011B Bonds called for redemption will cease to accrue upon the redemption date.
THE REFUNDING PROGRAM

The proceeds derived from the sale of the 2011B Bonds, together with other legally available moneys, will be
used to refund the State of Florida, Department of Environmental Protection, Florida Forever Revenue Bonds, Series
2002A maturing in the years 2013* through 2021* in the outstanding principal amount of $86,610,000* (the “Refunded
2002A Bonds™) and Series 2002B maturing in the years 2013* through 2022* in the outstanding principal amount of
$93,740,000* (the “Refunded 2002B Bonds”), (the Refunded 2002A Bonds and the Refunded 2002B Bonds are
collectively referred to as the “Refunded Bonds”). This refunding is being effectuated to achieve debt service savings.

Simultaneously with the delivery of the 2011B Bonds, the Division of Bond Finance will cause to be deposited
a portion of the proceeds of the 2011B Bonds, together with other legally available moneys, in an irrevocable escrow
account (the “Escrow Deposit Trust Fund”), under an agreement (the “Escrow Deposit Agreement”) to be entered into
between the Division of Bond Finance and the Board of Administration (the latter, the “Escrow Agent”). The Board of
Administration will invest those proceeds in direct obligations of, or obligations the principal of and interest on which
are unconditionally guaranteed by, the United States of America (the “Federal Obligations™) or, at the discretion of the
Director of the Division of Bond Finance, will invest the proceeds in the State Treasury investment pool, or other legally
authorized investments.

If the proceeds in the Escrow Deposit Trust Fund are invested in Federal Obligations, the escrow will be funded
in an amount which, together with interest thereon, will be sufficient to pay all semi-annual interest payments through
the redemption date and meet the redemption requirement on the redemption date. In such case, the Refunded Bonds
will be considered to be legally defeased, will no longer have any claim upon the Pledged Revenues and will have a
claim only upon the Escrow Deposit Trust Fund.

If the proceeds in the Escrow Deposit Trust Fund are invested in the State Treasury investment pool, the amount
of proceeds initially deposited in escrow, together with interest thereon, is expected to be sufficient to make all payments
with respect to the Refunded Bonds. However, should the escrow be insufficient to redeem the Refunded Bonds on the
redemption date, the Department shall be required to provide sufficient funds to make up any shortfall. If this investment
alternative is selected, the Refunded Bonds will be considered as remaining outstanding and economically defeased only,
and will continue to be secured by the Pledged Revenues, as well as the Escrow Deposit Trust Fund, until they are
redeemed.

The Refunded Bonds will be called for redemption on July 1, 2012 (by separate redemption notice) at a
redemption price equal to the principal amount thereof with interest due thereon through the redemption date, plus the

required redemption premium equal to one percent of the Refunded Bonds. No funds held in the Escrow Deposit Trust
Fund will be available to pay debt service on the 2011B Bonds.

(Remainder of page intentionally left blank)

*Preliminary, subject to change.



ESTIMATED SOURCES AND USES OF FUNDS

The table below presents estimated sources and uses of funds based on certain assumptions as to interest rates,
costs of issuance and the purchase price of the 2011B Bonds which costs will be determined upon the actual pricing of
such bonds. All of the amounts are preliminary and subject to change.

Sources:
Par Amount of 2011B Bonds . ....... ... $169,945,000
Net Premium Bidt . . ..o 18,672,682
Sinking FUnd MONBYS . ... o 2,346,680
Total SOUICES ..ottt e $190,964,362
Uses:
Deposit into the Escrow Deposit TrustFund . ........... ... ... ...... $190,760,969
CoSt Of ISSUANCE . ... o e 203,393
Total USBS ..ot $190,964,362

! Estimated original issue premium net of underwriter’s discount.

See “MISCELLANEOQUS - Investment of Funds” for policies governing the investment of various funds.

(Remainder of page intentionally left blank)

*Preliminary, subject to change.



SECURITY FOR THE 2011B BONDS
Pledge of Revenues

The 2011B Bonds will be secured by 63.31% of the Documentary Stamp Taxes remaining, after deducting a
service charge® and certain costs of collection’, designated to be deposited in or credited to the Land Acquisition Trust
Fund pursuant to Section 201.15(1)(a), Florida Statutes and certain investment earnings thereon on parity with the
Outstanding Bonds, any Additional Parity Bonds, the Outstanding Everglades Bonds and any bonds subsequently issued
on a parity with the Outstanding Everglades Bonds.

The 2011B Bonds are not a general obligation or indebtedness of the State of Florida, and the full faith
and credit of the State of Florida is not pledged to the payment of the 2011B Bonds. Section 201.15(1)(b), Florida
Statutes, which distributes the Documentary Stamp Taxes for the payment of debt service on the Everglades Bonds,
provides that Documentary Stamp Taxes distributed under Section 201.15(1)(a), Florida Statutes (for the payment of debt
service on Preservation 2000 and Florida Forever Bonds) and Section 201.15(1)(b), Florida Statutes (for the payment
of debt service on Everglades Bonds) must be distributed on a pro rata basis in the event Documentary Stamp Taxes are
not sufficient to pay debt service on all outstanding Preservation 2000, Florida Forever and Everglades Bonds.

The impact of Section 201.15(1)(b), Florida Statutes, along with certain provisions in the Authorizing
Resolution requiring that debt service on the Everglades Bonds be taken into account upon the issuance of Additional
Parity Bonds, is that Everglades Bonds are effectively secured by a parity lien on the Documentary Stamp Taxes that
fund the Pledged Revenues. See “Outstanding Parity Bonds” and “SECURITY FOR THE 2011B BONDS -Additional
Bonds” herein.

The Land Acquisition Trust Fund, the trust fund into which the Pledged Revenues are to be deposited, was
created in 1963 by Section 375.041, Florida Statutes, to be held and administered by the Department. Moneys credited
to the Land Acquisition Trust Fund pursuant to Section 201.15(1)(a), Florida Statutes, are trust funds which are first
applied to meet debt service requirements of Preservation 2000 and Florida Forever Bonds. An amendment to Article
VII, Section 11(e) of the Florida Constitution, implemented by Section 215.618(6), Florida Statutes, continued and
recreated the Land Acquisition Trust Fund in 1999. The extension of the Land Acquisition Trust Fund accommodated
issuance of Florida Forever Bonds, currently authorized in an amount not exceeding $5.3 billion, under the Florida
Forever Act, Chapter 99-247, Laws of Florida. Pursuantto Section 215.618 and paragraph 201.15(1)(a), Florida Statutes,
Florida Forever Bonds may be used to refund Preservation 2000 Bonds. Pursuant to the Florida Forever Act, Florida
Forever Bonds may be issued on a parity with the Preservation 2000 Bonds, and the Land Acquisition Trust Fund is to
be continued for so long as Preservation 2000 Bonds or Florida Forever Bonds are outstanding. See “SECURITY FOR
THE 2011B BONDS - Additional Bonds” below.

The Authorizing Resolution also provides that, in addition to the Pledged Revenues described above, additional
Documentary Stamp Tax revenues are available to pay debt service in the event that Pledged Revenues are insufficient.
See “Legislation Providing for Additional Revenues” below.

The Registered Owners of the 2011B Bonds will not have a lien on the Land Acquisition Trust Fund except for
the Florida Forever/Preservation 2000 Collection Account therein, and no Registered Owner of the 2011B Bonds can
require payment of the 2011B Bonds from the Land Acquisition Trust Fund except for the Florida Forever/Preservation
2000 Collection Account. The 2011B Bonds are not secured by a lien or mortgage on the lands, water areas, or capital
improvements thereon which are financed by Florida Forever or Preservation 2000 Bonds.

! Section 201.15, Florida Statutes, provides that to the extent that the Pledged Revenues are insufficient to pay any amounts
relating to the Bonds, the service charge and the costs of the Department of Revenue will not be levied. The service charge was
increased from 7% to 8% effective July 1, 2009.



Debt Service Reserve Account

The Authorizing Resolution permits the Department to determine if Additional Parity Bonds will be secured by the
Composite Reserve Sub-Account or a separate Sub-account within the Reserve Account. If secured by a separate sub-
account within the Reserve Account, the Authorizing Resolution allows the Department to determine the Reserve
Requirement for such Series of Bonds, which may be zero. The Thirty-seventh Subsequent Resolution that authorized
the issuance of the 2011B Bonds delegates to the Director of the Division the authority to determine the Reserve
Requirement for the 2011B and the Director has determined that the 2011B Bonds will be secured by the Composite
Reserve Sub-account securing a portion of the Outstanding Bonds, including the Refunded Bonds. The 2011B Bonds
will not be secured by the 2010A&B Reserve Sub-account, which secures the 2010A&B Bonds, or the 2010C Reserve
Sub-account, which secures the 2010C Bonds.

The Composite Reserve Sub-account securing a portion of the Outstanding Bonds, including the 2011B Bonds,
is currently secured by (i) reserve insurance policies totaling $394,818,416 issued by companies in the amounts as
follows: Ambac Assurance Corporation (“Ambac™) for $100,444,862; MBIA Insurance Corporation (“MBIA”) for
$147,500,541; Financial Guaranty Insurance Company (“FGIC”) for $82,583,012; and Assured Guaranty Municipal
Corp. (“AG Muni” -formerly, Financial Security Assurance, Inc.) for $64,290,000; and (ii) cash in the amount of
$12,830,023. See “Surety Bonds” below for additional information. No additional deposit is required to the Composite
Reserve Sub-account in connection with the issuance of the 2011B Bonds.

The 2010A&B Reserve Sub-account securing the 2010A&B Bonds is funded by cash in the amount of
$24,063,091. The 2010C Reserve Sub-account securing the 2010C Bonds is funded from proceeds of the 2010C Bonds
in the amount of $9,398,601.16, which amount will be used to pay a portion of the principal of the 2010C Bonds coming
due on July 1, 2013.

See “MISCELLANEOUS - Bond Ratings” below for a discussion of potential and actual rating agency
actions with respect to various insurance companies, including Ambac, MBIA, FGIC and AG Muni.

If a deficiency occurs in a Reserve Sub-account caused by a withdrawal or resulting from the valuation of
investments therein, the Department is obligated to make up the deficiency from the first Pledged Revenues available.
If a disbursement is made from a Reserve Product, the Department is obligated to reinstate the maximum limits of such
Reserve Product immediately following such disbursement, or to replace such Reserve Product plus any amounts
required to reimburse the Reserve Product Provider for previous disbursements made, or a combination of such
alternatives, from the first Pledged Revenues available.

Surety Bonds

The Composite Reserve Requirement attributable to a portion of the Outstanding Bonds, including the 2011B
Bonds, and any Additional Parity Bonds secured by such sub-account is secured by Surety Bonds issued by Ambac
Assurance Corporation, MBIA Insurance Corporation, Financial Guaranty Insurance Company and AG Muni (formerly
FSA) (each an “Insurer”). See “Debt Service Reserve Account” above. The Surety Bonds, subject to the limits on the
amounts available to be drawn thereunder, unconditionally and irrevocably guarantee the payment by the Insurer of its
portion of the principal of and interest on the Bonds which has become due for payment, but for which there are
insufficient amounts on deposit in the Composite Reserve Sub-account. The Insurer will deposit funds (subject to the
limits on the amounts available to be drawn thereunder) with the Paying Agent sufficient to enable the Paying Agent to
make such payments due on the Bonds, and any Bonds issued on a parity therewith. See “MISCELLANEOUS - Bond
Ratings” herein for a discussion of the ratings of the Insurers.

The Surety Bond coverage for each Surety Bond shall be automatically reduced to the extent of each payment
made by the Insurer, and the Department is required to reimburse the Insurer from the Pledged Revenues for any draws
under the Surety Bond, together with interest thereon. Upon reimbursement, such Surety Bond shall be reinstated to the
extent of each principal reimbursement up to but not exceeding the maximum amount available to be drawn thereunder.
The reimbursement obligation of the Department is subordinate to the obligation to pay principal and interest on all
Outstanding Bonds. Each Surety Bond is subject to its respective terms and conditions.



Full Faith and Credit Not Pledged

The 2011B Bonds are not a general obligation or indebtedness, nor is there a pledge of the full faith and credit
of the Department, the Division of Bond Finance, the State of Florida or any agency or political subdivision thereof
within the meaning of any constitutional or legislative provision or limitation, and the Registered Owners of the 2011B
Bonds will never have the right to compel the levy of any taxes not specifically pledged or the legislative appropriation
of moneys not pledged by the State or the Department for the payment of the principal of and interest on the 2011B
Bonds or for the payment of any other amounts with respect to the 2011B Bonds.

Bondholders’ Risks

The 2011B Bonds are revenue bonds payable primarily from the Pledged Revenues which mainly consist of
a portion of the Documentary Stamp Taxes, as indicated above. Many, if not most, of the documents subject to the
Documentary Stamp Tax reflect business activities and transactions, the frequency and size of which may be greatly
influenced by economic conditions in the State of Florida. For example, a portion of the Documentary Stamp Tax
revenues is derived from a tax on deeds and other instruments relating to real property or interests in real property;
consequently, a slowdown in the building construction industry and a decline in the number of new residential or
commercial buildings sold may be one set of circumstances, among other possibilities, that could result in diminished
Documentary Stamp Tax revenues. If the Pledged Revenues become insufficient to pay the principal of, premium,
if any, or interest on the 2011B Bonds as a result of such a decline in Documentary Stamp Tax revenues, the State
of Floridais not legally obligated to increase the Documentary Stamp Tax rates, to levy other taxes or to take any
other action not specifically provided for in the Authorizing Resolution. See “DOCUMENTARY STAMP TAXES”
below. See “RECENT STATE FINANCIAL DEVELOPMENTS” below for a brief overview of recent financial impacts
on and budgetary actions of the State.

Outstanding Parity Bonds

Since 1991, multiple series of Preservation 2000 Bonds and Florida Forever Bonds have been issued, which
will be outstanding in the aggregate principal amount of $2,029,765,000%, including the 2011B Bonds and including the
principal amount of $180,350,000* of bonds to be refunded which may not be legally defeased, subsequent to the
refunding accomplished with proceeds of the 2011B Bonds. The 2011B Bonds are to be issued as Additional Parity
Bonds under the Authorizing Resolution and are to be secured equally and ratably on a parity with the Outstanding
Bonds and any Additional Parity Bonds, by a lien on the Pledged Revenues, after providing for the Rebate Amount with
respect to the Bonds.

Documentary Stamp Taxes securing the 2011B Bonds also secure, on a parity basis, debt service on the
Everglades Bonds, outstanding in the aggregate principal amount of $214,590,000. See “SECURITY FOR THE 2011B
BONDS - Pledge of Revenues” and “~ Additional Bonds — Everglades Bonds” herein. Although the Authorizing
Resolution requires debt service on Everglades Bonds be taken into account upon issuance of Additional Parity Bonds,
the Everglades Bonds are not considered Additional Parity Bonds as that term is defined in the Authorizing Resolution
and no other provision of the Authorizing Resolution pertains to the Everglades Bonds. Therefore, for example, debt
service on the Everglades Bonds is not taken into account in determining the Reserve Requirement for the Preservation
2000 Bonds and the Florida Forever Bonds. See “— Additional Bonds — Everglades Bonds” herein.

Flow of Funds

The Authorizing Resolution provides that Pledged Revenues are to be collected and deposited monthly by the
Department into the Florida Forever/Preservation 2000 Collection Account within the Land Acquisition Trust Fund.
The Pledged Revenues are then to be transferred monthly to the Board of Administration in the following priority and
in amounts sufficient to provide: (1) to the interest account in the Sinking Fund, 1/6th of the amount due for the payment
of interest on the Bonds on the next Debt Service Payment Date, plus, for deposit into a principal account in the Sinking
Fund, 1/12th of the amount due for the payment of the principal of the Bonds which will mature and become due on the
next succeeding annual maturity date, plus an amount for deposit into a bond redemption account in the Sinking Fund

*Preliminary, subject to change.



for redemption of Term Bonds, (2) the amount of Administrative Expenses and all other fees due and payable during
the month, (3) the amount of necessary deposits to the Reserve Account, amounts necessary to reinstate a Reserve
Product previously drawn upon, deficiencies caused by withdrawal from the Reserve Account, and fees, charges and
premiums for any Reserve Product not paid from Bond proceeds, and (4) the amount of necessary deposits to the Rebate
Fund.

Then in each month, after payment of any deficiencies for prior payments, to the extent feasible, any excess
moneys remaining in the Florida Forever/Preservation 2000 Collection Account are to be paid back to the fund from
which such moneys were transferred and any remaining excess moneys shall be deposited into the State’s General
Revenue Fund.

Such funds and accounts constitute trust funds for the purposes provided in the Authorizing Resolution and are
to be continuously secured in the same manner as State governmental deposits are secured. Funds in the Sinking Fund
are to be used only to pay interest on the Bonds when due, the principal of maturing Serial Bonds, the Compounded
Amounts of any Capital Appreciation Bonds, the current Sinking Fund Deposit (or the principal of and redemption
premium, if any, with respect to Term Bonds payable from the Sinking Fund Deposit), the Rebate Amount, fees and
charges of the paying agents and any other fees and charges accruing with respect to the Bonds or the administration of
funds under the Authorizing Resolution. For a complete description of the provisions relating to the application of the
Pledged Revenues, see the Authorizing Resolution, which is included as Appendix C.

See “MISCELLANEOQOUS - Investment of Funds” below for policies governing the investment of various funds.
Also see “DOCUMENTARY STAMP TAXES - Legislation Providing for Additional Revenues” for a discussion
regarding recent increases to the revenues available to pay debt service on Florida Forever Bonds.

Additional Bonds

Additional Parity Bonds. The Division of Bond Finance may issue additional Bonds and Everglades Bonds
payable from the Documentary Stamp Taxes on a parity with the Outstanding Bonds, the 2011B Bonds, and the
Outstanding Everglades Bonds, but only upon certification by authorized State officials of the following conditions:

(@) the Debt Service Requirement for all Florida Forever Bonds Outstanding and Preservation 2000
Bonds Outstanding and the Additional Parity Bonds proposed to be issued does not exceed in any
Fiscal Year the maximum amounts permitted to be transferred in each respective Fiscal Year to the
Land Acquisition Trust Fund pursuant to Section 201.15(1)(a), Florida Statutes; and

(b) for any 12 consecutive months out of the 24 month period immediately preceding the issuance
of proposed Additional Parity Bonds:

(i) theamount of excise taxes distributed pursuant to Section 201.15(1), Florida Statutes, equals
at least 150% of the Maximum Debt Service Requirement for all Florida Forever Bonds
Outstanding, Preservation 2000 Bonds Outstanding and Everglades Bonds Outstanding and the
proposed Additional Parity Bonds; and

(ii) the Pledged Revenues applicable to the Florida Forever Bonds, Preservation 2000 Bonds
and Everglades Bonds, respectively, equaled or exceeded at least 100% of the Debt Service
Requirement on the Florida Forever Bonds Outstanding, Preservation 2000 Bonds Outstanding
and Everglades Bonds Outstanding during such period; and

(c) for purposes of paragraphs (a) and (b) above, the terms Pledged Revenues, Debt Service
Requirement, Maximum Debt Service Requirement and Outstanding shall be determined with
reference to the definition of those terms (i) in the Authorizing Resolution when applying the
provisions of paragraphs (a) and (b) to Florida Forever Bonds or Preservation 2000 Bonds, and (ii)
in the Master Bond Agreement when applying the provisions of paragraphs (a) and (b) to
Everglades Bonds. Further, for purposed of clause (b)(i) above, Debt Service Requirement and



Maximum Debt Service Requirement with respect to Everglades Bonds shall be computed assuming
(y) that Variable Rate Everglades Bonds bear interest at the Maximum Rate permitted under the
Master Bond Agreement without regard to any lesser interest rate provided under the Master Bond
Agreement or Florida Law, and (z) principal is amortized at the time and in the amounts provided
for under the Master Bond Agreement, without regard to clause (a) of the Master Bond Agreement’s
definition of Debt Service Requirement (but with regard to all other provisions in such definition).
Additionally, the Debt Service Requirement for any Series of Florida Forever Bonds or Preservation
2000 Bonds does not include amounts provided from proceeds of the Bonds (such as a portion of
the July 1, 2013 maturity of the 2010C Bonds)

The certification that the above coverage requirements have been met is based upon (1) a certificate of the
State's Chief Financial Officer, or appropriate official, setting forth the amount of excise taxes distributed pursuant to
Section 201.15(1), Florida Statutes, and the amount of Pledged Revenues for the applicable period, and (2) a certificate
of the Department or the Board of Administration setting forth the Debt Service Requirement and the Maximum Debt
Service Requirement for all ensuing fiscal years after the issuance of the Additional Bonds and the Debt Service
Requirement on all Bonds Outstanding during the applicable period.

The Bonds and the Additional Bonds, regardless of the time or times of their issuance, will rank equally with
respect to their lien on the Pledged Revenues and their source of and security for payment therefrom without preference
of any Bond or Additional Bond over any other thereof.

The Authorizing Resolution provides for the termination of the pledge of and lien on the Pledged Revenues
of such bonds in the event provision for the payment of the principal, interest and redemption premium, if any, with
respect to such bonds is made. Under the conditions contained in the Authorizing Resolution for legal defeasance, Bonds
may be refunded without the application of the Additional Parity Bond tests described in (a) and (b) above.

Any obligations secured by the Pledged Revenues, other than the Bonds and Additional Parity Bonds, must
contain an express statement that such obligations are junior, inferior, and subordinate to the Bonds theretofore and
thereafter issued, as to lien on and source and security for payment from the Pledged Revenues. The Department has
also covenanted not to issue any obligations, or create, cause or permit to be created, any debt, lien, pledge, assignment,
encumbrance, or any charge upon the Pledged Revenues except as otherwise provided in the Authorizing Resolution.

Preservation 2000/Florida Forever Programs. Between 1991 and 2000, $3 billion of Preservation 2000 Bonds,
excluding refunding bonds, were authorized and issued for the costs of acquisition of lands. In 1999, the Legislature
enacted the Florida Forever Act to finance an additional $3 billion of bonds currently authorized for the cost of
acquisition and improvement of land and water areas. The Florida Forever Act includes a limitation on debt service for
the payment of Florida Forever Bonds of $30 million in the first Fiscal Year in which Bonds were issued, increasing by
$30 million in each subsequent Fiscal Year, not exceeding a total of $300 million in any Fiscal Year for all Florida
Forever Bonds issued. To date, there has been a total of approximately $2.7 billion funding to the Florida Forever
program, approximately $2 billion from bond proceeds and approximately $700 million of cash authorized by the 2003,
2004 and 2006 Legislatures. The $700 million was intended to provide funding for land acquisition in lieu of issuing
bonds. An additional $300 million will be needed to reach the total $3 billion funding for the program. Preservation
2000 Bonds, Florida Forever Bonds and Everglades Bonds are equally and ratably secured by moneys distributable to
the Land Acquisition Trust Fund. Florida Forever Bonds may be issued to refund Preservation 2000 Bonds.

In 2008, subsection 201.15(1), Florida Statutes, was amended by Chapter 2008-229, Laws of Florida, to provide
that all Florida Forever Bonds must be retired by December 31, 2040, rather than 2030, extending the program for ten
additional years. In addition, Section 215.618, Florida Statutes, was amended to increase the total amount of Florida
Forever Bonds that may be issued from $3 billion to $5.3 billion. Additionally, Chapter 2008-229 requires that the
Legislature analyze the State’s debt ratio in relation to projected revenues prior to the authorization of any Additional
Bonds and also requires that the Legislature shall complete an analysis of potential revenue sources for the Florida
Forever program.

Everglades Bonds. Chapter 2006-231, Laws of Florida, amended Section 215.619, Florida Statutes to provide
that Everglades Bonds shall be secured on a parity basis with bonds secured by moneys distributable under paragraph
201.15(1)(a), Florida Statutes, i.e. Preservation 2000 Bonds and Florida Forever Bonds. Chapter 2006-231 additionally
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amended paragraph 201.15(1)(b), Florida Statutes, to provide that taxes to be distributed for the payment of Preservation
2000 and Florida Forever Bonds pursuant to paragraph 201.15(1)(a) and taxes to be distributed for the payment of
Everglades Bonds pursuant to paragraph 201.15(1)(b) are to be collectively distributed on a pro rata basis when the
available moneys under paragraphs 201.15(1)(a) and (b) are not sufficient to cover the amounts required under both
paragraphs. The effect of the amendments and a provision in the Authorizing Resolution requiring debt service on
Everglades Bonds to be taken into account upon the issuance of Additional Parity Bonds is that Everglades Bonds have
a parity lien on the Documentary Stamp Taxes that fund the Pledged Revenues. See “SECURITY FOR THE 2011B
BONDS - Pledge of Revenues” and “— Outstanding Parity Bonds” herein. There is currently authorization under the
Master Bond Agreement for up to $500 million of Everglades Bonds, but, as of the date of this Official Statement, only
$243,615,000 of Everglades Bonds have been issued, of which $214,590,000 remain outstanding. In 2008, Section
215.619, Florida Statutes, was amended by Chapter 2008-49, Laws of Florida, to provide that Everglades Bonds may
be issued in an amount not exceeding $100 million per year through Fiscal Year 2020, rather than 2010. In addition,
the Legislature may authorize up to $50 million of Everglades Bonds per year for up to four years for the purpose of
funding the Florida Keys Area of Critical State Concern protection program. All Everglades Bonds must now be retired
by December 31, 2040, rather than 2030.

DOCUMENTARY STAMP TAXES
Documentary Stamp Tax Rates and Application
Rates - The Documentary Stamp Taxes are currently levied at the following rates:

@ Seventy cents per $100 consideration paid in connection with the conveyance or other transfer of
interests in realty located in Florida (Section 201.02, Florida Statutes);

(b) Thirty-five cents per $100 face value on bonds, debentures, and certificates of indebtedness issued in
Florida (Section 201.07, Florida Statutes); and

(© Thirty-five cents per $100 of debt evidenced by notes, mortgages, or other security agreements, as
well as assignments of wages or other compensation in payment of debts. The tax on a promissory
note, assignment of wages, and certain written obligations to pay money is capped at $2,450. For
notes, etc., secured by mortgages, trust deeds and other evidence of indebtedness, tax must still be paid
on the indebtedness secured by the mortgage, trust deed or other evidence of indebtedness.

The following table shows the summary of changes in the rates of Documentary Stamp Taxes imposed since

1963.
Summary of Changes in Documentary Stamp Tax Rates
. Tax Rate Per $100 of Value
Fiscal Year
Ended Real Estate Debt Evidenced by

June 30 Transfer Stock Issuance  Stock Transfer Bond Issuance Notes, Mortgages, etc.
1964 $0.30 $0.15 $0.15 $0.15 $0.15
1980 0.40 no change no change no change no change
1982 0.45 no change no change no change no change
1986 0.50 no change no change no change no change
1988 0.55 no change repealed no change no change
1991 0.60 0.32 - 0.32 0.32
1993 0.70 0.35 - 0.35 0.35
2002 no change* repealed’ - no change no change!

! In Chapter 2002-218, Laws of Florida, which became effective May 1, 2002, clarified that certain contracts to sell a residence
between relocating employees and their employers are not subject to the Documentary Stamp Tax (See “Exemptions” below).
Taxes had not previously been collected on such contracts. It also provided for the repeal of the Documentary Stamp Tax imposed
on the original issue of stock certificates and placed a cap of $2,450 on the amount of Documentary Stamp Tax due on certain
obligations to pay money.
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Exemptions - Pursuant to various statutes and administrative rulings, certain specified documents are excluded
from Documentary Stamp Taxes. Exempt documents include notes executed for students to receive financial aid from
federal or State educational assistance programs, from loans guaranteed by the Federal Government or the State where
federal regulations prohibit the assessment of such taxes against the borrower, or for any financial aid program
administered by State universities and community colleges; renewals of notes which do not enlarge the original
obligation; bank or trust company certificates of deposit; obligations to pay money issued by certain governmental units
in the State; any assignment, transfer, or other disposition, or any document, which arises out of a lease or lease-purchase
for real property agreement entered pursuant to Section 1013.15(4), Florida Statutes (involving the lease or lease-
purchase of an educational facility or site by a district school board, a community college board of trustees, or the Board
of Trustees for the Florida School for the Deaf and Blind); written obligations which are secured by the pledge or deposit
of collateral obligations which are themselves subject to the Documentary Stamp Tax; certain obligations executed
outside the United States or which are executed and secured by property located outside the State; any assignment,
transfer, or other disposition, or any document, which arises out of a transfer of real property from a nonprofit
organization to the Board of Trustees of the Internal Improvement Trust Fund, to any State agency, to any water
management district, or to any local government, or of a transfer of marital home real property between spouses or
former spouses pursuant to an action for dissolution of their marriage; and a contract to sell the residence of an employee
relocating at his or her employer’s direction, which contract is between the employee and the employer and a person in
the business of providing employee relocation services. Certain other statutes and special laws exempt from taxation
bonds and debt instruments of certain public bodies and political subdivisions of the State of Florida and the counties
and municipalities therein.

Documentary Stamp Tax Distribution - All revenues from the Documentary Stamp Taxes are required to be
distributed pursuant to Section 201.15, Florida Statutes. The 2011B Bonds are payable from 63.31% of Documentary
Stamp Taxes remaining after deducting an 8% service charge® and the costs® of the Department of Revenue necessary
for the collection and enforcement of the Documentary Stamp Tax.

These funds will be distributed to the Land Acquisition Trust Fund and will be used, subject to maximum
amount limitations, to pay the debt service on and fund debt service reserve funds, rebate obligations, or other amounts
with respect to Florida Forever Bonds and Preservation 2000 Bonds. The annual amount transferred to the Land
Acquisition Trust Fund must not exceed $300 million for Preservation 2000 Bonds. In Fiscal Year 2000-01, up to $30
million of the pledged Documentary Stamp Taxes was authorized to be transferred to the Land Acquisition Trust Fund
for payment of debt service on Florida Forever Bonds, plus an additional $30 million annually thereafter, not to exceed
atotal of $300 million in any fiscal year for all Florida Forever Bonds (not including those issued to refund Preservation
2000 Bonds). No individual series of such bonds, except refunding bonds, may be issued unless the debt service for the
remainder of the fiscal year in which the bonds are issued is specifically appropriated in the General Appropriations Act.

In 2006, paragraph 201.15(1)(b), Florida Statutes, providing for the distribution of Documentary Stamp Taxes
for the payment of Everglades Bonds, was amended by Chapter 2006-231, Laws of Florida, to provide that taxes
distributed for the payment of Preservation 2000 and Florida Forever Bonds pursuant to paragraph 201.15(1)(a) and taxes
distributed pursuant to paragraph 201.15(1)(b) are to be collectively distributed on a pro rata basis when the available
moneys under paragraphs 201.15(1)(a) and (b) are not sufficient to cover the amounts required under both paragraphs.
Prior to this amendment, the distribution of Documentary Stamp Taxes pursuant to paragraph 201.15(1)(a) were made
prior to the distribution of Documentary Stamp Taxes pursuant to paragraph 201.15(1)(b).

In 2008, subsection 201.15(1), Florida Statutes, was amended by Chapter 2008-114, Laws of Florida, to provide
that, beginning in Fiscal Year 2008-09, the costs incurred by the Florida Department of Revenue in collecting and
enforcing the Documentary Stamp Tax (currently approximately $10 million per year) are to be deducted from the total
Documentary Stamp Tax collections before they are distributed to the Land Acquisition Trust Fund for the payment of
debt service for Florida Forever Bonds. Chapter 2008-114 also amended paragraph 201.15(1)(a) to increase the
percentage of the remaining Documentary Stamp Taxes distributed to the Land Acquisition Trust Fund for the payment
of debt service on Florida Forever, Preservation 2000 and Everglades Bonds, from 62.63% to 63.31%.

Covenants With Respect to Pledged Revenues - The State has covenanted not to reduce the statutory percentage
of the Documentary Stamp Taxes distributable to the Land Acquisition Trust Fund for payment on debt service of the
Bonds, and not to take any action which will materially and adversely affect the rights of the bondholders so long as the
Bonds are outstanding (Section 215.618(2), Florida Statutes).

! Section 201.15, Florida Statutes, provides that to the extent that the Pledged Revenues are insufficient to pay any amounts

relating to the Bonds, the service charge and the costs of the Department of Revenue will not be levied. The service charge was
increased from 7% to 8% effective July 1, 20009.
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In the Authorizing Resolution, the Department has covenanted to punctually deposit, transfer and apply the
Pledged Revenues as required by the Authorizing Resolution as long as any of the Bonds or interest thereon are
outstanding and unpaid. The Department has also agreed to punctually make all required transfers and payments, to
diligently enforce its right to receive the Pledged Revenues, and not to take any actions which would impair or adversely
affect the pledge of the Pledged Revenues. In preparing its budgets, the Department has agreed to include, to the extent
legally required, the amount necessary to make all payments required by the Authorizing Resolution, and to make such
recommendations to the Legislature as may be necessary to provide additional security for the payments required in
connection with the Bonds. The Department has consented to be sued for enforcement of its agreements with the
Registered Owners, and Registered Owners of the 2011B Bonds may exercise all legal rights for enforcement of the
Department's obligations to the Registered Owners.

Historical Documentary Stamp Tax Revenues

Since the Documentary Stamp Taxes were originally imposed during the 1930s, there have been a number of
legislative changes which have affected the percentage of Documentary Stamp Taxes available to pay debt service on
revenue bonds, such as the Florida Forever Bonds. In the Florida Forever Laws, the State enacted a legislative covenant
with the holders of Florida Forever Bonds that it would not reduce the portion of the Documentary Stamp Taxes
distributable to the Land Acquisition Trust Fund for payment of debt service on the Florida Forever Bonds and the
Preservation 2000 Bonds. The following table shows the Documentary Stamp Tax collections and amounts available
to pay debt service on the Bonds based on the applicable distribution percentage, for the last ten years.

Historical Documentary Stamp Tax Revenues

(In Millions)
Increase or (Decrease)
Fiscal Year Total From Prior Fiscal Year Pledged Portion
Ended June 30 Tax Collections'? Percent $ Amount Statutory % $ Amount®

2001 $1,313.2 7.3% $89.7 62.63% $764.9
2002 1,5725 19.7 259.3 62.63 915.9
2003 2,001.5 27.3 429.0 62.63 1,165.8
2004 2,632.1 315 630.6 62.63 1,533.1
2005 3,365.2 27.9 733.1 62.63 1,960.1
2006 4,058.3 20.6 693.1 62.63 2,363.8
2007 3,032.8 (25.3) (1,025.5) 62.63 1,766.5
2008 1,954.9 (35.5) (1,077.9) 62.63 1,138.6
2009 1,122.9 (42.6) (832.0) 63.31 655.5
2010 1,078.5 (4.0) (44.4) 63.31 622.0
2011 1,156.5 7.2 78.0 63.31 667.4

! Source: Office of the State Chief Financial Officer. Over the period shown, the Documentary Stamp Tax rate was changed,
effective May 1, 2002. See “Documentary Stamp Tax Rates and Application” above for additional information.

See “Decline in Documentary Stamp Tax Revenues” below for a discussion of the recent decline in collections for Fiscal Years
2007 through 2010 and “Legislation Providing for Additional Revenues” below for a discussion of additional available revenues.
Figures shown for Fiscal Years 2001 through 2008 are derived by first deducting a 7% general revenue service charge and then
applying the statutory distribution percentage. Beginning with Fiscal Years 2009, figures are derived by first deducting a 7%
general revenue service charge and costs of the Department of Revenue, and then applying the statutory distribution percentage.
In Fiscal Year 2010, the general revenue service charge was increased to 8%.

2

3
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Decline in Documentary Stamp Tax Revenues

Florida Documentary Stamp Tax collections saw extraordinary growth from 2002 through 2006 due to the
State’s housing market which saw double-digit growth in home sales and price appreciation. Documentary Stamp Taxes
declined by approximately 73% from the high in Fiscal Year 2006 of $4.06 billion to approximately $1.08 billion in
Fiscal Year 2010 as the state’s construction and real-estate activity fell well below normal patterns. Collections of
Documentary Stamp Taxes stabilized and grew by 7.2% last Fiscal Year to $1,156 million. The forecast of Documentary
Stamp Tax collections for the current Fiscal Year of $1.3 billion, represents a 12.5% increase from Fiscal Year 2011;
however, the preliminary data for collections in July 2011, the first month of the Fiscal Year, is $95.7 million, which
is $12.3 million or 11.4% less than the forecast of $108 million. Monthly collections have been both under and over
monthly forecasts in the past (see “Comparison of Actual Collections to Estimates” table below). The decrease in
collections in July appears to be related to a dip in new home sales which is consistent with data from the Florida
Association of Realtors. It is too soon to tell if the decrease in new home sales and lower than expected tax collections
will continue. It is anticipated that new forecasts of Documentary Stamp Tax collections will be available in mid-
October 2011. Positive growth is expected to continue through the 2021 projection period. See “Projected Documentary
Stamp Tax Revenues” table below.

Comparison of Monthly Collections to Estimates
A comparison of monthly Documentary Stamp Tax collections to projections is provided in the following table.

Comparison of Actual Collections to Projections

(In Millions)
Monthly Difference
Month Tax Collections Estimates® Percent $ Amount
August 2010 $96.7 $102.6 (5.8%) (%$5.9)
September 87.3 84.0 3.9 3.3
October 2010 89.9 86.4 4.1 35
November 2010 91.9 94.1 (2.3) (2.2)
December 2010 91.9 87.3 5.3 4.6
January 2011 105.0 81.6 28.7 23.4
February 2011 81.0 71.8 12.8 9.2
March 2011 99.6 103.3 (3.6) (3.7)
April 2011 99.8 96.3 3.6 35
May 2011 102.8 115.5 (11.0) (12.7)
June 2011 114.6 105.2 8.9 9.4
July 2011 95.7 108.0 (11.4) (12.3)

! Source: Florida Consensus Revenue Estimating Conferences.

(Remainder of page intentionally left blank)
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Projected Documentary Stamp Tax Revenues

The following table shows the Documentary Stamp Tax projections for the next ten years. In addition to the
Pledged Revenues, significant additional Documentary Stamp Tax revenues have been made available through a recent
statutory change to pay debt service on the 2011B Bonds in the event that the Pledged Revenues are insufficient for such
purpose. See “DOCUMENTARY STAMP TAXES - Legislation Providing for Additional Revenues” for more
information.

Projected Documentary Stamp Tax Revenues®

(In Millions)
Increase or (Decrease)

Fiscal Year Total From Prior Fiscal Year Pledged
Ending June 30 Tax Collections®? Percent ~ $ Amount Portion*
2012 $1,300.8 12.5% $144.3 $751.4
2013 1,543.5 18.7 242.7 892.7
2014 1,738.8 12.7 195.3 1,006.4
2015 1,884.4 8.4 145.6 1,091.2
2016 1,997.4 6.0 113.0 1,157.1
2017 2,063.8 3.3 66.4 1,195.7
2018 2,182.2 5.7 118.4 1,264.7
2019 2,293.0 5.1 110.8 1,329.2
2020 2,360.1 2.9 67.1 1,368.3
2021 2,439.7 3.4 79.6 1,414.7

Projections of Documentary Stamp Tax collections are statements of opinion based on information available at the time
they are made. The projections are based upon current conditions and short term trends and are speculative as to long-
range collections. Documentary Stamp Tax collections are particularly sensitive to changing economic conditions and to
events which may cause the actual results to differ materially from the projections set forth herein. Investors should be
aware that there have been material differences between past projections and actual Documentary Stamp Tax collections;
no assurance can be given that there will not continue to be material differences relating to such amounts. Undue reliance
should therefore not be placed on these projections.

Source: Florida Consensus Revenue Estimating Conference, March 2011. The projected Documentary Stamp Tax collections
historically have been revised twice each year by the Florida Consensus Revenue Estimating Conference (see "STATE
FINANCIAL OPERATIONS - Budgetary Process" in Appendix A for a description of the conference and see "RECENT STATE
FINANCIAL DEVELOPMENTS" below).

See "Decline in Documentary Stamp Tax Revenues" for a discussion of the recent decline in collections for Fiscal Years 2007
through 2010 and “Legislation providing for Additional Revenues” below for a discussion of additional available revenues.
Figures are derived by first deducting an 8% general revenue service charge and costs of the Department of Revenue, and then
applying the 63.31% statutory percentage. The 8% service charge and costs of the Department of Revenue are available to pay
debt service on the Bonds, if necessary.

(Remainder of page intentionally left blank)
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Legislation Providing for Additional Revenues

Legislation which increased the revenues available to pay debt service on Florida Forever Bonds, Preservation
2000 Bonds and Everglades Bonds authorized before January 1, 2010 became effective July 1, 2009. In addition to the
percentage (63.31%) of Documentary Stamp Taxes pledged for debt service, the remaining amounts (36.69%) of the
Documentary Stamp Taxes are made available to pay debt service after the payment of debt service on certain other bond
programs (current debt service on those bond programs is approximately $20-25 million per year through 2015-16)".
The amendment also made the funds provided for the general revenue service charge and the cost of collection and
enforcement of the Documentary Stamp Tax available for payment of debt service on the Preservation 2000 Bonds,
Florida Forever Bonds and Everglades Bonds. The additional revenues made available through this legislative change
are not considered in complying with the requirements for the issuance of Additional Parity Bonds. The additional
revenues projected to be available to pay debt service as a result of this legislation are shown below. See “Historical
Debt Service Coverage” and “Projected Debt Service Coverage” below for estimates of the additional revenues available
to pay debt service and estimated increases in debt service coverage.

Historical and Projected Additional Revenues
Available for Debt Service

Fiscal Year Additional
Ending June 30 Revenues®®
Historical
2010 $423,300,000
2011 459,700,000
Projected
2012 524,500,000
2013 630,900,000
2014 712,500,000
2015 773,300,000
2016 820,400,000

! Itis not anticipated that additional bonds will be issued under the Save Our Coast and Conservation and Recreation Lands bond
programs. Section 373.59, Florida Statutes, only permits the issuance of additional Water Management District bonds for the
purpose of refunding bonds issued before July 1, 1999 where debt service is not increased. In addition, there is a contingent
obligation on 4.8475% of Documentary Stamp Tax revenues relating to debt of the Florida Affordable Housing Guarantee
Program. There is additional borrowing authority remaining under that program. To the extent that additional bonds are issued
under any of these programs, the amount of additional revenues available to pay debt service on Preservation 2000 Bonds, Florida
Forever Bonds (including the 2011B Bonds) and Everglades Bonds would be reduced.

Projections of Documentary Stamp Tax collections are statements of opinion based on information available
at the time they are made. They are based upon current conditions and short term trends, are speculative as
to long-range collections, and are particularly sensitive to changing economic conditions and to events which
may cause the actual results to differ materially. There have been material differences between past projections
and actual collections and no assurance can be given that there will not continue to be material differences.
Undue reliance should not be placed on these projections.

Based upon the projected Documentary Stamp Tax collections as provided by the Florida Consensus Revenue Estimating
Conference of March 2011. Represents the remainder of Documentary Stamp Taxes available to pay debt service. See
“Legislation Providing for Additional Revenues” for more information.

(Remainder of page intentionally left blank)
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Historical Debt Service Coverage

The following table shows the historical debt service coverage for the Outstanding Bonds and the Everglades
Bonds for the last five fiscal years.

Historical Debt Service Coverage
Outstanding Bonds and Everglades Bonds

Coverage Based on Pledged Revenues Coverage Based on Total Revenues Available
Fiscal Year Pledged Additional Revenues Total
Ending Documentary Actual Debt Service Available for Payment Revenues  Debt Service
June 30, Stamp Taxes' Debt Service?  Coverage of Debt Service® Available Coverage
2007 $1,766,500,000 $367,177,394 4.81x - - -
2008 1,138,600,000 381,109,052 2.99 - - -
2009 655,500,000 413,894,812 1.58 - - -
2010 622,000,000 423,605,733 1.47 $423,300,000 $1,045,300,000 2.47x
2011 667,400,000 434,033,212 1.54 459,700,000 1,127,100,000 2.60x

Based upon the Documentary Stamp Tax collections for each fiscal year as reported by the Chief Financial Officer and rounded
to the nearest hundred thousand dollars. Figures shown for Fiscal Years 2007 and 2008 are derived by first deducting a 7% general
revenue service charge and then applying the statutory percentage set forth in Section 201.15(1), Florida Statutes, for the
distribution of Documentary Stamp Tax collections available to pay debt service on the Bonds. Beginning with Fiscal Year 2009
are derived by first deducting a 7% general revenue service charge and costs of the Department of Revenue, and then applying
the statutory percentage set forth in Section 201.15(1), Florida Statutes, for the distribution of Documentary Stamp Tax collections
available to pay debt service on the Bonds. In Fiscal Year 2010, the general revenue service charge was increased to 8%.
Source: State Board of Administration of Florida. Includes debt service on Preservation 2000 Bonds, Florida Forever Bonds and
Everglades Bonds.

Represents the remainder of Documentary Stamp Taxes available to pay debt service. See “Legislation Providing for Additional
Revenues” for more information.

Includes accrued debt service on bonds refunded during this fiscal year through the issuance date of the applicable refunding bonds.

Projected Debt Service Coverage

The following table shows the estimated debt service coverage for the next five fiscal years based on Pledged
Revenues derived from the March 2011 Revenue Estimating Conference forecast of Documentary Stamp Taxes.

Projected Debt Service Coverage
Outstanding Bonds and Everglades Bonds

Coverage Based on Pledged Revenues Coverage Based on Total Revenues Available
Fiscal Year Projected Pledged Projected Additional Revenues Total
Ending Documentary Annual Pro-Forma  Available for Payment Revenues Pro-Forma
June 30, Stamp Taxes' Debt Service?  Coverage® of Debt Service*® Available Coverage®
2012 $751,400,000 $432,589,827 1.74x $524,500,000 $1,275,900,000 2.95x
2013 892,700,000 441,049,023° 2.02 630,900,000 1,523,600,000 3.45
2014 1,006,400,000 175,945,860 5.72 712,500,000 1,718,900,000 9.77
2015 1,091,200,000 176,110,206 6.20 773,300,000 1,864,500,000 10.59
2016 1,157,100,000 175,803,187 6.58 820,400,000 1,977,500,000 11.25

See “Projected Documentary Stamp Tax Revenues” above for assumptions.

2 See “SCHEDULE OF ESTIMATED DEBT SERVICE” for assumptions.

Pro-Forma Coverage from Pledged Documentary Stamp Taxes would total 1.70x, 1.92x, 5.02x, 5.44x and 5.77x in 2012-2016,
respectively, and Pro-Forma Coverage from Total Revenues Available would be 2.89x, 3.27x, 8.57x, 9.29x and 9.87x,
respectively, if debt service on the Refunded Bonds is included in Projected Annual Debt Service.

Based upon the projected Documentary Stamp Tax collections as provided by the Florida Consensus Revenue Estimating
Conference of March 2011. Represents the remainder of Documentary Stamp Taxes available to pay debt service. See
“Legislation Providing for Additional Revenues” for more information.

Projections of Documentary Stamp Tax collections are statements of opinion based on information available at the time
they are made. The projections are based upon current conditions and short term trends and are speculative as to long-
range collections. Documentary Stamp Tax collections are particularly sensitive to changing economic conditions and
to events which may cause the actual results to differ materially from the projections set forth herein. Investors should
be aware that there have been material differences between past projections and actual Documentary Stamp Tax
collections; no assurance can be given that there will not continue to be material differences relating to such amounts.
Undue reliance should therefore not be placed on these projections.

Approximately $9.4 million of this amount will be paid from the separate debt service reserve subaccount for the Series 2010C
Bonds, which amount was funded from proceeds of the Series 2010C Bonds and will be applied on July 1, 2013 to the payment
of a portion of the final maturity of the Series 2010C Bonds.
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SCHEDULE OF ESTIMATED DEBT SERVICE

The table below shows the debt service on the Outstanding Bonds, excluding debt service on the Refunded
Bonds, and the Outstanding Everglades Bonds, estimated debt service on the 2011B Bonds and estimated total debt
service for the Bonds and the Outstanding Everglades Bonds.

Fiscal Year Outstanding  Outstanding Total
Ending Bonds Everglades Estimated 2011B Bonds Debt Service* Estimated
June 30  Debt Service'? Bonds ? Principal Interest Total Debt Service*

2012 $408,323,730 $19,394,454 $4,871,643 $4,871,643 $432,589,827
2013° 399,831,092° 19,345,132 $15,075,000 6,797,800 21,872,800 441,049,023°
2014 134,712,642 19,368,419 15,670,000 6194800 21,864,800 175,945,860
2015 134,688,392 19,553,815 16,300,000 5568,000 21,868,000 176,110,206
2016 134,691,742 19,245,446 16,950,000 4916000 21,866,000 175,803,187
2017 134,685,654 19,463,235 17,630,000 4,238,000 21,868,000 176,016,889
2018 134,694,442 19,466,410 18,330,000 3,532,800 21,862,800 176,023,651
2019 134,468,469 19,464,178 19,065,000 2799600 21,864,600 175,797,246
2020 134,219,238 19,581,524 19,830,000 2037000 21,867,000 175,667,761
2021 133,970,944 19,380,251 20,620,000 1,243,800 21,863,800 175,214,995
2022 123,236,822 19,502,039 10,475,000 419,000 10,894,000 153,632,861
2023 122,926,388 19,547,762 - - - 142,474,150
2024 100,262,381 19,558,493 - - - 119,820,874
2025 99,912,582 19,586,797 - - - 119,499,379
2026 80,668,831 11,007,828 - - - 91,676,659
2027 57,247,113 11,010,607 - ] - 68,257,720
2028 45,330,261 3,407,153 - ] - 48,737,414
2029 20,563,345 3,337,208 - - - 23,900,552

$2,534,434,066 $301220,744  $169,945000  $42618443 $212,563443 $3,048,218,254

Without consideration of the expected receipt of the federal subsidy equal to 35% of the interest payable on the Series 2010B
Florida Forever Bonds which is expected to be deposited into the Sinking Fund.

Includes accrued debt service on bonds refunded during this fiscal year through the issuance date of the applicable refunding
bonds. The amounts shown do not reflect debt service of approximately $9.4 million in 2012, $24.6 million annually in 2013-21
and $12.3 million in 2022 for the Series 2002A and 2002B Bonds that are anticipated to be refunded by the 2011B Bonds and
which will be called for redemption on July 1, 2012. The Refunded Bonds are not anticipated to be legally defeased.

This includes debt service for the Outstanding Everglades Bonds, Series 2007A and B, Series 2008A and Series 2010A&B. The
Series 2007A and B Bonds Outstanding in the principal amount of $86,760,000 bear interest at variable rates. Estimated debt
service on the Series 2007A-B Bonds (Multi-Modal) is calculated based upon an annual fixed interest rate of 3% and includes
annual remarketing agent fees, liquidity fees, tender agent fees and administrative fees; however, while the Series 2007 A-B Bonds
are in the Weekly Mode, interest on such bonds will vary on a weekly basis as determined by the applicable Remarketing Agent.
Historical weekly rates on the Series 2007A-B have ranged from 0.8% to 8.20%, with an average of approximately 0.9%. No
assurance can be given that the actual interest rate on the Series 2007A-B Bonds will be 3%. Without consideration of the
expected receipt of the federal subsidy equal to 35% of the interest payable on the 2010B Bonds which is expected to be deposited
into the Sinking Fund.

Preliminary, subject to change.

Approximately $9.4 million of this amount will be paid from the separate debt service reserve subaccount for the Series 2010C
Bonds, which amount was funded from proceeds of the Series 2010C Bonds and will be applied on July 1, 2013 to the payment
of a portion of the final maturity of the Series 2010C Bonds.

Note: Numbers may not add due to rounding. No representations are made as to the reasonableness of the interest rate
assumptions used in the preparation of this table. The interest rate assumptions are for illustrative purposes only and are
subject to change. Undue reliance should not be placed on these projections.
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PROVISIONS OF STATE LAW
Bonds Legal Investment for Fiduciaries

The State Bond Act provides that all bonds issued by the Division of Bond Finance are legal investments for
state, county, municipal or other public funds, and for banks, savings banks, insurance companies, executors,
administrators, trustees, and all other fiduciaries and also are securities eligible as collateral deposits for all state, county,
municipal, or other public funds.

Negotiability

The 2011B Bonds will have all the qualities and incidents of negotiable instruments under the Uniform
Commercial Code - Investment Securities Law of the State.

TAX MATTERS
General

In the opinion of Squire, Sanders & Dempsey (US) LLP, Bond Counsel, under existing law (i) the 2011B Bonds
and the income thereon are not subject to taxation under the laws of the State of Florida, except estate taxes imposed by
Chapter 198, Florida Statutes, as amended, and net income and franchise taxes imposed by Chapter 220, Florida Statutes,
as amended and (ii) interest on the 2011B Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”), and is not an item of tax preference for
purposes of the federal alternative minimum tax imposed on individuals and corporations. Bond Counsel will express
no opinion as to any other tax consequences regarding the 2011B Bonds.

The opinion on federal tax matters will be based on and will assume the accuracy of certain representations and
certifications, and continuing compliance with certain covenants of the Division of Bond Finance and the Department
of Environmental Protection to be contained in the transcript of proceedings and that are intended to evidence and assure
the foregoing, including that the 2011B Bonds are and will remain obligations the interest on which is excluded from
gross income for federal income tax purposes. Bond Counsel will not independently verify the accuracy of those
certifications and representations or the continuing compliance with those covenants.

The opinion of Bond Counsel is based on current legal authority and covers certain matters not directly
addressed by such authority. It represents Bond Counsel’s legal judgment as to exclusion of interest on the 2011B Bonds
from gross income for federal income tax purposes but is not a guaranty of that conclusion. The opinion is not binding
on the Internal Revenue Service (“IRS”) or any court. Bond Counsel expresses no opinion about (i) the effect of future
changes in the Code and the applicable regulations under the Code or (ii) the interpretation and the enforcement of the
Code or those regulations by the IRS.

The Code prescribes a number of qualifications and conditions for the interest on state and local government
obligations to be and to remain excluded from gross income for federal income tax purposes, some of which require
future or continued compliance after issuance of the obligations in order for the interest to be and to continue to be so
excluded from the date of issuance. Noncompliance with these requirements by the Division of Bond Finance or the
Department of Environmental Protection may cause the interest on the 2011B Bonds to be included in gross income for
federal income tax purposes and thus to be subject to federal income tax retroactively to their date of issuance. The
Division of Bond Finance and the Department of Environmental Protection have covenanted to take the actions required
of it for the interest on the 2011B Bonds to be and to remain excluded from gross income for federal income tax
purposes, and not to take any actions that would adversely affect that exclusion. After the date of issuance of the 2011B
Bonds, Bond Counsel will not undertake to determine (or to so inform any person) whether any actions taken or not
taken, or any events occurring or not occurring, or any other matters coming to Bond Counsel’s attention, may adversely
affect the exclusion from gross income for federal income tax purposes of interest on the 2011B Bonds or the market
value of the 2011B Bonds.

A portion of the interest on the 2011B Bonds earned by certain corporations may be subject to a federal
corporate alternative minimum tax. In addition, interest on the 2011B Bonds may be subject to a federal branch profits
tax imposed on certain foreign corporations doing business in the United States and to a federal tax imposed on excess
net passive income of certain S corporations. Under the Code, the exclusion of interest from gross income for federal
income tax purposes may have certain adverse federal income tax consequences on items of income, deduction or credit
for certain taxpayers, including financial institutions, certain insurance companies, recipients of Social Security and
Railroad Retirement benefits, those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt
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obligations, and individuals otherwise eligible for the earned income tax credit. The applicability and extent of these
and other tax consequences will depend upon the particular tax status or other tax items of the owner of the 2011B
Bonds. Bond Counsel will express no opinion regarding those consequences.

Payments of interest on tax-exempt obligations, including the 2011B Bonds, are generally subject to IRS Form
1099-INT information reporting requirements. 1f a 2011B Bond owner is subject to backup withholding under those
requirements, then payments of interest will also be subject to backup withholding. Those requirements do not affect
the exclusion of such interest from gross income for federal income tax purposes.

Legislation affecting tax-exempt obligations is regularly considered by the United States Congress and may also
be considered by the State legislature. Court proceedings may also be filed the outcome of which could modify the tax
treatment of obligations such as the 2011B Bonds. There can be no assurance that legislation enacted or proposed, or
actions by a court, after the date of issuance of the 2011B Bonds will not have an adverse effect on the tax status of
interest on the 2011B Bonds or the market value of the 2011B Bonds.

Prospective purchasers of the 2011B Bonds should consult their own tax advisers regarding pending or proposed
federal and state tax legislation and court proceedings, and prospective purchasers of the 2011B Bonds at other than their
original issuance at the respective prices indicated on the inside front cover should consult their own tax advisors
regarding other tax considerations such as the consequences of market discount, as to all of which Bond Counsel
expresses no opinion.

Bond Counsel’s engagement with respect to the 2011B Bonds ends with the issuance of the 2011B Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the Division of Bond Finance, the Department or
the owners of the 2011B Bonds regarding the tax status of interest thereon in the event of an audit examination by the
IRS. The IRS has a program to audit tax-exempt obligations to determine whether the interest thereon is includible in
gross income for federal income tax purposes. If the IRS does audit the 2011B Bonds, under current IRS procedures,
the IRS will treat the Department as the taxpayer and the beneficial owners of the 2011B Bonds will have only limited
rights, if any, to obtain and participate in judicial review of such audit. Any action of the IRS, including but not limited
to selection of the 2011B Bonds for audit, or the course or result of such audit, or an audit of other obligations presenting
similar tax issues, may affect the market value of the 2011B Bonds.

Original Issue Discount and Original Issue Premium

Certain of the 2011B Bonds (“2011B Discount Bonds™) may be offered and sold to the public at an original
issue discount (“OID”). OID is the excess of the stated redemption price at maturity (the principal amount) over the
“issue price” of a 2011B Discount Bond. The issue price of a 2011B Discount Bond is the initial offering price to the
public (other than to bond houses, brokers or similar persons acting in the capacity of underwriters or wholesalers) at
which a substantial amount of the 2011B Discount Bonds of the same maturity is sold pursuant to that offering. For
federal income tax purposes, OID accrues to the owner of a 2011B Discount Bond over the period to maturity based on
the constant yield method, compounded semiannually (or over a shorter permitted compounding interval selected by the
owner). The portion of OID that accrues during the period of ownership of a 2011B Discount Bond (i) is interest
excluded from the owner’s gross income for federal income tax purposes to the same extent, and subject to the same
considerations discussed above, as other interest on the 2011B Bonds, and (ii) is added to the owner’s tax basis for
purposes of determining gain or loss on the maturity, redemption, prior sale or other disposition of that 2011B Discount
Bond. A purchaser of a 2011B Discount Bond in the initial public offering at the price for that 2011B Discount Bond
stated on the cover of this Official Statement who holds that 2011B Discount Bond to maturity will realize no gain or
loss upon the retirement of that 2011B Discount Bond.

Certain of the 2011B Bonds (“2011B Premium Bonds”) may be offered and sold to the public at a price in
excess of their stated redemption price (the principal amount) at maturity. That excess constitutes bond premium. For
federal income tax purposes, bond premium is amortized over the period to maturity of a 2011B Premium Bond, based
on the yield to maturity of that 2011B Premium Bond (or, in the case of a 2011B Premium Bond callable prior to its
stated maturity, the amortization period and yield may be required to be determined on the basis of an earlier call date
that results in the lowest yield on that 2011B Premium Bond), compounded semiannually. No portion of that bond
premium is deductible by the owner of a 2011B Premium Bond. For purposes of determining the owner’s gain or loss
on the sale, redemption (including redemption at maturity) or other disposition of a 2011B Premium Bond, the owner’s
tax basis in the 2011B Premium Bond is reduced by the amount of bond premium that is amortized during the period
of ownership. As a result, an owner may realize taxable gain for federal income tax purposes from the sale or other
disposition of a 2011B Premium Bond for an amount equal to or less than the amount paid by the owner for that 2011B
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Premium Bond. A purchaser of a2011B Premium Bond in the initial public offering at the price for that 2011B Premium
Bond stated on the cover of this Official Statement who holds that 2011B Premium Bond to maturity (or, in the case of
a callable 2011B Premium Bond, to its earlier call date that results in the lowest yield on that 2011B Premium Bond)
will realize no gain or loss upon the retirement of that 2011B Premium Bond.

Owners of 2011B Discount and 2011B Premium Bonds should consult their own tax advisers as to the
determination for federal income tax purposes of the amount of OID or bond premium properly accruable or
amortizable in any period with respect to the 2011B Discount or 2011B Premium Bonds and as to other federal
tax consequences and the treatment of OID and bond premium for purposes of state and local taxes on, or based
on, income.

State Taxes

The 2011B Bonds and the income therefrom are not subject to any taxation by the State or any county,
municipality, political subdivision, agency, or instrumentality of the State, except estate taxes imposed by Chapter 198,
Florida Statutes, as amended, and net income and franchise taxes imposed by Chapter 220, Florida Statutes, asamended.

Florida laws governing the imposition of estate taxes do not provide for an exclusion of state or local bonds
from the calculation of the value of the gross estate for tax purposes. Florida’s estate tax is generally calculated on the
basis of the otherwise unused portion of the federal credit allowed for state estate taxes. Under Chapter 198, Florida
Statutes, all values for state estate tax purposes are as finally determined for federal estate tax purposes. Since state and
local bonds are included in the valuation of the gross estate for federal tax purposes, such obligations would be included
in such calculation for Florida estate tax purposes. Prospective owners of the 2011B Bonds should consult their own
attorneys and advisors for the treatment of the ownership of the 2011B Bonds for estate tax purposes.

RECENT STATE FINANCIAL DEVELOPMENTS

The State’s budget is required to be kept in balance with current revenues each State fiscal year, with the final
budget subject to adjustment during the fiscal year if necessary to ensure that no shortfall occurs. See “Appendix A -
STATE FINANCIAL OPERATIONS - Financial Control” herein for more detailed information.

Fiscal Year 2009-10

Revenues. General revenue collections for Fiscal Year 2009-10 were $21.5 billion, which was approximately
$500 million over actual collections for Fiscal Year 2008-09 of $21.0 billion.

Budget. The final budget for Fiscal Year 2009-10 totaled $67.8 billion, which included an estimated $5.5 billion
from moneys received under the Federal Stimulus Bill. Approximately $2.7 billion available under the Federal Stimulus
Bill was budgeted for education, and approximately $2.1 billion was budgeted for health and human services.

The final General Fund budget of $21.6 billion for Fiscal YYear 2009-10 was $3.2 billion or 12.9% less than that
for Fiscal Year 2008-09. However, the reduced General Fund budgeted spending was offset by approximately $1.7
billion of moneys available for health and human services under the Federal Stimulus Bill and $599.1 million in transfers
fromvarious trust funds. Also, approximately $2.0 billion in additional fees and surcharges were authorized by the State
Legislature and included in the budget: tobacco surcharges of $940 million, automobile registration and drivers license
fees of $800 million, court-related fees of $245 million and other miscellaneous fees of $30 million. Recurring revenues
expected in future years from the increased fees and surcharges total approximately $2.3 billion and are intended to
mitigate the revenue decline when funding prescribed under the Federal Stimulus Bill ends.

Reserves. The Fiscal Year 2009-10 ending balance in the General Fund was $1.6 billion. The Budget
Stabilization Fund balance of $281.3 million increased the General Fund reserves to $1.9 billion, or 8.7% of General
Fund expenditures. Total General Fund reserves of $1.9 billion were up approximately $1.0 billion from the $912.7
million balance at the end of Fiscal Year 2008-09. Additional reserve balances increased from $1.9 billion for Fiscal
Year 2008-09 to $2.2 billion at fiscal year end, including $627.0 million in the Lawton Chiles Endowment Fund and $1.6
billion in various trust fund balances. The inclusion of the trust fund reserve balances increased the total reserves to
approximately $4.0 billion, or 18.7% of general revenues at fiscal year end.
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Fiscal Year 2010-11

Revenues. Actual general revenue collections of $22.6 billion for Fiscal Year 2010-11 came in approximately
$139 million above the March 2011 REC estimate of $22.4 billion and were up approximately $1.0 billion (4.7%) over
Fiscal Year 2009-10 collections.

Budget. During the fiscal year, the budget for Fiscal Year 2010-11 was adjusted for trust fund activities,
resulting in an adjusted total budget of $70.7 billion, an increase of $2.9 billion or 4.3% over the prior fiscal year final
budget of $67.8 billion. The increase in the total budget primarily consists of increased spending for health and human
services in the amount of $1.5 billion and approximately $1.0 billion of unexpended and reauthorized education funding
fromthe Fiscal Year 2009-10 budget. The budgetincludes anestimated $2.6 billion available under the Federal Stimulus
Bill, with approximately $1.1 billion for health and human services and $1.4 billion for education.

Reserves. The General Fund budget of $24.1 billion was expected to be funded by general revenue collections,
$367 million in trust fund transfers to the General Fund and approximately $1.1 billion from reserves. Based on better
than expected year-end revenue collections, the July 2011 outlook statement increased the General Fund balance at year
end to $433.0 million, which was $139.1 million over the year end General Fund Balance reflected in the June 2011
outlook statement. Taking into account the Budget Stabilization Fund balance of $281.3 million, projected General Fund
reserves based on the revised estimates would total $714.3 million or 3.2% of general revenues at fiscal year end. At
the end of Fiscal Year 2010-11, trust fund reserve balances are estimated to total $2.4 billion, including $769 million
in the Lawton Chiles Endowment Fund and $1.6 billion in various other trust funds. The inclusion of trust fund reserve
balances increases the estimated total reserves to approximately $3.1 billion or 13.7% of general revenues at fiscal year
end.

Long-Range Plan. The Long-Range Financial Outlook for Fiscal Years 2011-12 through 2013-14, dated
September 15, 2010, was prepared pursuant to Article 111, Section 19(c)(1) of the Florida Constitution and in accordance
with Section 216.012, Florida Statutes. The report evaluates anticipated recurring and non-recurring general revenues
for the period, and subtracts the State’s base budget, critical needs, and other high priority needs projected to be funded
from general revenues. The report projected budget gaps for Fiscal Years 2011-12, 2012-13 and 2013-14 of $2.5 billion,
$2.8 billion and $1.9 billion, respectively. However, the December 2010 REC revenue estimate revisions increased the
projected budget gap for Fiscal Year 2011-12 to $3.5 billion. The budget gap for Fiscal Year 2011-12 was resolved
primarily by reducing spending, generally not replacing spending of federal stimulus funds, and requiring employee
pension contributions.

Unemployment Compensation Trust Fund. To help fund its unemployment compensation program, the State
began taking advances from the Federal Government in August 2009. Repayment of the advances will likely cause
increased taxes and/or decreased federal tax credits on Florida employers. The balance of federal advances at the end
of Fiscal Year 2009-10 was approximately $1.6 billion. The February 2011 REC estimated that the balance of federal
advances would be $1.8 billion and $1.4 billion at the end of Fiscal Years 2010-11 and 2011-12, respectively. However,
in June 2011, after considering (1) actual tax collections and benefits paid from January 2011 through May 2011, and
(2) the anticipated effects of changes to the State’s unemployment compensation laws enacted during the 2011 legislative
session, the estimated year-end balance of federal advances was decreased for fiscal years 2010-11 and 2011-12 to $1.6
billion and $0.8 billion, respectively. Total pay-off of the federal advances is projected to occur during fiscal year 2012-
13.

The Federal Government waived interest on the federal advances through December 31, 2010. The first payment
of an estimated $57.7 million in accrued interest from January 2011 through September 2011 will be due September 30,
2011. Under current law, all contributing employers will pay a proportionate share of the federal interest payment
through a special annual assessment that was to be collected by June 30, 2011. It is projected that the State will begin
replenishing its Unemployment Compensation Trust Fund during fiscal year 2012-13, with an estimated balance of
approximately $549 million in the fund at fiscal year end. For further information on the Unemployment Compensation
Trust Fund, see “Appendix A, Unemployment Compensation Trust Fund.”

Fiscal Year 2011-12
Revenues. The March 2011 REC estimated general revenue collections for Fiscal Year 2011-12 at $23.8 billion,
a decrease of $215.8 million or 0.09% below the December 2010 forecast. The adjustments to the revenue forecast

reflect the slowed pace of improvements in the housing market and employment rates and are indicative of an economy
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that is still in the early stages of an abnormally slow recovery. Legislative changes enacted after the March 2011 REC
reduced estimated revenues for Fiscal Year 2011-12 by $49.6 million; however, total estimated revenues for the year
remain at $23.8 billion.

Actual general collections of $1.74 billion for the one-month period ended July 31, 2011 came in 1.5% under
estimate at $1.76 billion. However, collections were up $47 million (2.8%) from collections during the same period of
the prior fiscal year.

Budget. In the 2011 legislative session that ended May 7, 2011, the State Legislature adopted the General
Appropriations Act (the “Budget”) for Fiscal Year 2011-12. After the Governor’s $615 million in vetoes, the Budget
totals $69.2 billion, a decrease of approximately $1.5 billion or 2.1% less than the adjusted prior fiscal year budget. The
projected budget gap for Fiscal Year 2011-12 was addressed primarily through spending reductions ($1.2 billion),
generally not replacing spending of federal stimulus funds ($0.9 billion), and requiring employee pension contributions
($1.3 billion). The General Fund budget totals $23.4 billion and will be primarily funded with general revenue
collections and $388.5 million from trust fund transfers.

Reserves. Based on the current revenue estimates, the spending levels established by the Budget would generate
an operating surplus for Fiscal Year 2011-12. Preliminary estimates would increase the General Fund balance to
approximately $1.4 billion by the end of Fiscal Year 2011-12. The Budget Stabilization Fund is estimated to increase
to $496 million, with a $214.5 million transfer to the fund authorized in the Budget. Taking the Budget Stabilization
Fund into account, projected General Fund reserves would total $1.9 billion at fiscal year end. At the end of Fiscal Year
2011-12, trust fund reserve balances are estimated to total $1.5 billion, including an estimated $795 million in the Lawton
Chiles Endowment Fund and $713 million in various other trust funds. The inclusion of trust fund reserve balances
increases the estimated total reserves to approximately $3.4 billion or 14.1% of general revenues at fiscal year end.

Estimates are based on information available at the time of the estimates. Such estimates are subject to
revision as additional information becomes available. Also, estimates are subject to risks and uncertainties which
may cause results to differ materially from those estimates set forth above. No assurance is given that actual
results will not differ materially from the estimates provided above.

MISCELLANEOUS
Variable Rate Debt and Derivatives

The Division of Bond Finance does not generally issue variable rate debt or enter into derivative contracts in
connection with its bond issues. The Division of Bond Finance has not entered into any derivative transactions on behalf
of the state or any of its agencies. The Division of Bond Finance currently has only one issue of outstanding variable
rate debt, the Department of Environmental Protection Everglades Restoration Revenue Bonds, Series 2007A-B (Multi-
Modal), outstanding in the amount of $86,760,000. The Everglades Bonds are insured by Assured Guaranty and internal
liquidity is provided through a standby bond purchase agreement with the State Treasury.

Investment of Funds
All State Funds are invested by either the Chief Financial Officer or the Board of Administration.

Investment by the Chief Financial Officer - Funds held in the State Treasury are invested by internal and
external investment managers. As of June 30, 2011, the ratio was approximately 54% internally managed funds, 32%
externally managed funds, and 14% Certificates of Deposit and Security Lending. The total portfolio market value was
$20,646,352,705.79 on June 30, 2011.

Under State law, the Treasury is charged with investing funds of each State agency and the judicial branch. As
of June 30, 2011, $11.320 billion of the investments in the Treasury consisted of accounts held by State agencies that
are required by law to maintain their investments in the Treasury. An additional $6.356 billion as of this date consisted
of moneys held by certain boards, associations, or entities created by the State Constitution or by State law that are not
required to maintain their investments with the Treasury and are permitted to withdraw these funds from the Treasury.

23



As provided by State law, the Treasury must be able to timely meet all disbursement needs of the State.
Accordingly, the Treasury allocates its investments to provide for estimated disbursements plus a cushion for liquidity
in instances of greater-than-expected disbursement demand.

To this end, a portion of Treasury's investments are managed for short-term liquidity and preservation of
principal. The remainder is managed to obtain maximum yield, given the safety parameters of State law and Treasury's
investment policies. Investments managed for short-term liquidity and preservation of principal are managed "internally"
by Treasury personnel. The majority of investments managed for a maximum return are managed by “external"
investment managers not employed by the State, although a portion (approximately $2.7 billion) of such investments
is managed internally by Treasury personnel.

The Externally Managed Investment Program provides long-term value while limiting risk appropriately and
provides a backup source of liquidity. External investment strategy focuses on medium-term and long-term fixed income
securities, rather than money market instruments, in order to take advantage of higher returns historically achieved by
such securities. Portfolio managers are hired to actively manage funds. These funds may be invested in U.S. Treasury
government agency obligations, investment grade corporate debt, municipal debt, mortgage backed securities, asset
backed securities, negotiable certificates of deposit, and U.S. dollar denominated investment-grade foreign bonds that
are registered with the Securities and Exchange Commission. The managers may also use leveraging techniques such
as forward purchase commitments, covered options, and interest rate futures.

Investment by the Board of Administration - The Board of Administration manages investment of assets on
behalf of the members of the Florida Retirement System (the “FRS™) Defined Benefit Plan. It also acts as sinking fund
trustee for most State bond issues and oversees the management of a short-term investment pool for local governments
and smaller trust accounts on behalf of third party beneficiaries.

The Board of Administration adopts specific investment policy guidelines for the management of its funds
which reflect the long-term risk, yield, and diversification requirements necessary to meet its fiduciary obligations. As
of December 31, 2010, the Board of Administration directed the investment/administration of 40 funds in over 450
portfolios.

As of December 31, 2010, the total market value of the FRS (Defined Benefit) Trust Fund was
$124,171,243,188. The Board of Administration pursues an investment strategy which allocates assets to different
investment types. The long-term objective is to meet liability needs as determined by actuarial assumptions. Asset
allocation levels are determined by the liquidity and cash flow requirements of the FRS, absolute and relative valuations
of the asset class investments, and opportunities within those asset classes. Funds are invested internally and externally
under a Defined Benefit Plan Investment Policy Statement.

The Board of Administration uses a variety of derivative products as part of its overall investment strategy.
These products are used to manage risk or to execute strategies more efficiently or more cost effectively than could be
done in the cash markets. They are not used to speculate in the expectation of earning extremely high returns. Any of
the products used must be within investment policy guidelines designed to control the overall risk of the portfolio.

The Board of Administration invests assets in 39 designated funds other than the FRS (Defined Benefit) Trust
Fund. As of December 31, 2010, the total market value of these funds equaled $28,263,332,754. Each fund is
independently managed by the Board of Administration in accordance with the applicable documents, legal requirements
and investment plan. Liquidity and preservation of capital are preeminent investment objectives for most of these funds,
so investments for these are restricted to high quality money market instruments (e.g., cash, short-term treasury
securities, certificates of deposit, banker’s acceptances, and commercial paper). The term of these investments is
generally short, but may vary depending upon the requirements of each trust and its investment plan.

Investment of bond sinking funds is controlled by the resolution authorizing issuance of a particular series of
bonds. The Board of Administration’s investment policy with respect to sinking funds is that only U.S. Treasury
securities, and repurchase agreements backed thereby, be used.

Bond Ratings

Standard & Poor’s Ratings Services, Moody’s Investors Service and Fitch Ratings (herein referred to
collectively as “Rating Agencies”), have assigned their municipal bond ratings of AA-, Al and A, respectively, to the
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2011B Bonds. Such ratings reflect only the respective views of such Rating Agencies at the time such ratings were
issued, and an explanation of the significance of such ratings may be obtained from any of the respective rating agencies.

The Division of Bond Finance and the Department furnished to such Rating Agencies certain information and
material in respect to the State and the 2011B Bonds. Generally, Rating Agencies base their ratings on such information
and materials and on investigations, studies and assumptions made by the Rating Agencies. There is no assurance that
such ratings will be maintained for any given period of time or that they may not be lowered, suspended or withdrawn
entirely by the Rating Agencies, or any of them, if in their or its judgment, circumstances warrant. Any such downward
change in, suspension of or withdrawal of such ratings may have an adverse effect on the market price of the 2011B
Bonds.

Certain companies provide either bond insurance or reserve account surety bonds on various series of
Outstanding Bonds. The Rating Agencies have evaluated (and are continuing to evaluate) the effects of the downturn
in the market for certain structured finance instruments, including collateralized debt obligations and residential mortgage
backed securities, on the claims-paying ability of financial guarantors. The results of these evaluations have included
and may include additional ratings affirmations, changes in rating outlook, reviews for downgrade, and downgrades.
To date, the Rating Agencies have downgraded the following companies as indicated: Assured Guaranty Municipal
Corp. (AG Muni - formerly, Financial Security Assurance Inc.) - S&P/AA+, Moody’s/Aa3; and MBIA Insurance
Corporation - S&P/B, Moody’s/B3. AG Muni has a negative outlook by Moody’s and a stable outlook by S&P. MBIA
has a negative outlook by S&P and Moody’s. Fitch has withdrawn its ratings for Ambac Assurance Corporation
(Ambac), Financial Guaranty Insurance Company (FGIC), MBIA, and AG Muni; Moody’s and S&P have withdrawn
their ratings for FGIC and Ambac. Potential investors are directed to the Rating Agencies for additional information
on their ongoing evaluations of the financial guaranty industry and individual financial guarantors.

Litigation

Currently there is no litigation pending, or to the knowledge of the Department or the Division of Bond Finance
threatened, which if successful would have the effect of restraining or enjoining the issuance or delivery of the 2011B
Bonds or questioning or affecting the validity of the 2011B Bonds or the proceedings and authority under which such
2011B Bonds are to be issued. The Department and the Division of Bond Finance from time to time engage in certain
routine litigation the outcome of which would not be expected to have any material adverse effect on the issuance and
delivery of the 2011B Bonds. There is currently litigation challenging the application of the Documentary Stamp Tax
as described below.

Legal Opinion and Closing Certificate

The approving legal opinion of Squire, Sanders & Dempsey (US) LLP will be provided on the date of delivery
of the 2011B Bonds. Such legal opinion expresses no opinion as to the accuracy, completeness or fairness of any
statement in this Official Statement or the appendix hereto or in any other report, financial information, offering or
disclosure document or other information pertaining to the State or the 2011B Bonds that may be prepared or made
available by the State, the Department, the Division of Bond Finance or others to the purchasers or holders of the 2011B
Bonds or other parties. Proposed form of the legal opinion is attached as Appendix G. The actual legal opinion to be
delivered may vary from the text if necessary to reflect facts and law on the date of delivery. The opinion will speak
only as of its date, and subsequent distribution of it by recirculation of the Official Statement or otherwise will create
no implication that Bond Counsel has reviewed or expresses any opinion concerning any of the matters referred to in
the opinion subsequent to its date.

A certificate, executed by appropriate State officials, to the effect that to the best of their knowledge this Official
Statement, as of its date and as of the date of delivery of the 2011B Bonds, does not contain an untrue statement of a
material fact or omit to state a material fact which should be included herein for the purpose for which this Official
Statement is intended to be used, or which is necessary to make the statements contained herein, in the light of the
circumstances under which they were made, not misleading, will also be provided at delivery.

Continuing Disclosure

The Department will undertake, for the benefit of the beneficial owners and the Registered Owners of the 2011B
Bonds to provide, or cause to be provided, certain financial information and operating data and to provide notices of
certain material events. Such financial information and operating data will be transmitted to the Municipal Securities
Rulemaking Board (the “MSRB”) using its Electronic Municipal Market Access System (“EMMA”). Any notice of
material events will also be transmitted to the MSRB using EMMA. The form of the undertaking is set forth in
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Appendix H, Form of Continuing Disclosure Agreement. This undertaking is being made in order to assist the
underwriters in complying with Rule 15¢2-12 of the Securities and Exchange Commission.

Neither the Department nor the Division of Bond Finance has failed to make any disclosures required by Rule
15c2-12.

Underwriting

(the "Underwriters") have agreed to purchase the 2011B Bonds at an aggregate purchase
price of $ (which represents the par amount of the 2011B Bonds [plus] [minus] an original issue
[premium] [discount] of $ and minus the Underwriters’ discount of $ ). The
Underwriters may offer and sell the 2011B Bonds to certain dealers (including dealers depositing bonds into investment
trusts, including trusts managed by the Underwriters) at prices lower than the initial offering prices. The offering prices
or yields on the 2011B Bonds set forth on the inside front cover may be changed after the initial offering by the
Underwriters.

Execution of Official Statement

The execution and delivery of this Official Statement have been duly authorized by the Division of Bond
Finance and the Department.

DIVISION OF BOND FINANCE of the STATE
BOARD OF ADMINISTRATION OF FLORIDA, on
behalf of the STATE OF FLORIDA DEPARTMENT
OF ENVIRONMENTAL PROTECTION

RICK SCOTT
Governar, as Chairman of the Governing Board
of the Division of Bond Finance

HERSCHEL T. VINYARD JR.
Secretary
Department of Environmental Protection

J. BEN WATKINS Il

Director
Division of Bond Finance
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APPENDIX A

STATE OF FLORIDA

STATISTICAL, DEMOGRAPHIC
AND
FINANCIAL INFORMATION



The information contained in this Appendix is intended to provide an overview of the
organization of the State’s government, as well as general economic, financial and demographic
data which might be of interest in connection with the foregoing Official Statement. All information
contained herein has been obtained from sources believed to be accurate and reliable. Estimates
of future results are statements of opinion based on the most recent information available, which
is believed to be accurate. Such estimates are subject to risks and uncertainties which may cause
actual results to differ materially from those set forth herein.

(Remainder of page intentionally left blank)
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STATE OF FLORIDA

GENERAL HISTORY AND GEOGRAPHY

Juan Ponce de Leon made the first recorded landing in Florida
in 1513, and subsequently claimed the territory for Spain. The
Spaniards founded the first permanent settlement, St. Augustine, in
1565. Florida was acquired by the United States from Spain in
1821, became a territory of the United States in 1822, and was
admitted to statehood in 1845 as the 27th state. The State capital
is the city of Tallahassee.

Florida is the 26th largest state with land area of 54,252 square
miles and a water area of 4,308 square miles, with tidal shoreline in
excess of 2,200 miles.

Florida has 67 counties and approximately 405 municipalities.

STATE GOVERNMENT

Florida’s governmental powers are divided among the
executive, legislative and judicial branches.

Executive Branch

In 1998, voters approved amendments to the State constitution
which restructured the State Cabinet. Since adoption of the
amendments, the State legislature has adopted several measures
toimplement the constitutional changes and to otherwise reorganize
the executive branch of the State government.

The supreme executive power is vested in the Governor. The
Lieutenant Governor acts as Governor upon a vacancy in the office
or incapacity of the Governor. The executive branch consists of the
Governor and Cabinet, which is comprised of the Attorney General,
the Chief Financial Officer, and the Commissioner of Agriculture,
each of whom is elected for four years. All executive functions are
allotted among not more than 25 departments under the direct
supervision of the Governor, Lt. Governor, Governor and Cabinet,
or a Cabinet Member. The State Constitution limits cabinet
members to eight consecutive years in office. A governor who has
served for more than 6 years in two consecutive terms may not be
re-elected for the succeeding term.

Legislative Branch

The legislative power of the State is vested in a bicameral
legislature, consisting of a senate and a house of representatives.
There are 40 senatorial districts and 120 representative districts
within the State. Senators are elected for four-year terms and
representatives for two-year terms. The State Constitution also
limits legislators to eight consecutive years in office.

Regular sessions of the legislature convene on the first
Tuesday after the first Monday in March of each odd-numbered year,
and on the first Tuesday after the first Monday in March, or such
other date as may be fixed by law, of each even-numbered year, and
shall not exceed 60 days. Special sessions may be called by the
Governor or by joint proclamation of the President of the Senate and
the Speaker of the House of Representatives.

Judicial Branch

The judicial power is vested in a supreme court, 5 district courts
of appeal, 20 circuit courts and 67 county courts. As a result of a
constitutional amendment adopted in 1998, as of July 1, 2004 the
legislature began funding certain costs of the judicial system
previously borne by the counties.

Services Provided by State Government

The State provides a wide range of services to its residents and
to its local government units. The education system is the most
extensive service provided by the State. On November 5, 2002,
voters approved constitutional amendments requiring class size

reductions and providing for a free, voluntary pre-kindergarten
program for 4-year-olds.

Over half of the State’s general revenue appropriations are for
education. All tax supported schools, from kindergarten through
postsecondary, constitute a single, unified system of public
education under the State Board of Education. Each of Florida’'s 67
counties comprises a single school district operating under an
elected district school board. In addition, there are 49 area
vocational-technical centers administered by the local school
boards. The State’s 28 Florida College System institutions (formerly
community colleges) and eleven State universities are operated by
local boards of trustees, under the oversight of the State Board of
Education.

Government services are generally organized along functional
or program lines into departments, which constitute the principal
administrative units within the executive branch. Listed below are
the departments and a brief summary of their respective
responsibilities.

Agency for Health Care Administration is the State’s chief health
policy and planning entity, and oversees the health care industry in
the State.

Department of Agriculture and Consumer Services inspects food
and other consumer products to assure public safety, and assists in
producing and promoting agricultural products as well as conserving
agricultural resources. Italso protects consumers against unfair and
deceptive business practices and licenses private security,
investigative and repossession services.

Department of Business and Professional Regulation ensures that
regulated industries and certain non-medical professionals meet
prescribed standards of education, competency and practice. It also
administers the State’s child and farm labor laws and oversees
workplace regulation and enforcement.

Department of Children and Family Services provides family and
health services to promote self sufficiency. The department
addresses neglect, abuse or exploitation of children and adults
unable to protect themselves, and provides services to preserve
families, prevent inappropriate institutional care and improve quality
of life for people with mental illnesses. The Agency for Persons
With Disabilities, an independent entity housed within the
department, is responsible for providing services to developmentally
disabled persons.

Department of Citrus exercises its powers to stabilize and protect
the citrus industry of the State.

Department of Corrections is responsible for the incarceration,
supervision and rehabilitation of criminal offenders. The Florida
Corrections Commission monitors the State’s correctional system
and makes correctional policy recommendations.



Department of Economic Opportunity oversees and coordinates
economic development, housing, growth management, and
community development programs, and unemployment compen-
sation. The department was created by Chapter 2011-142, L.O.F.
The departmentis required to develop a statewide five-year strategic
plan to address the promotion of business formation, expansion,
recruitment, and retention in order to create jobs for all regions of the
state. The first strategic plan is due September 1, 2011. The new
department will include the Office of Tourism, Trade, and Economic
Development as well as portions of the Department of Community
Affairs (DCA) and the Agency for Workforce Innovation (AWI), and
the Ready to Work Program from the Department of Education.
Remaining portions of DCA and AWI will be transferred to several
other existing state agencies.

Department of Education, under the direction of the State Board of
Education, implements education policy and oversees Florida’s
education system through curriculum development, student
assessment, teacher standards and certification, financial
assistance, instructional support, community services, and workforce
development and vocational rehabilitation programs. It also
participates in oversight of higher education by providing support for
the State’s Florida College System institutions (formerly community
colleges) and the State University System.

Department of Elderly Affairs (also, Elder Affairs) administers
services to assist the elderly in maintaining independence and
quality of life, and to support their families and caregivers. The
department also develops policy recommendations for long-term
care.

Department of Environmental Protection implements programs to
protect against air and water pollution, ensure domestic water
supplies, and coordinate the State’s stormwater program. This
department also oversees Florida's 160 State parks and other
outdoor recreational facilities.

Department of Financial Services, under the Chief Financial Officer,
administers the State treasury and oversees accounting and auditing
of State agencies. It also administers the State’s risk management
and fire marshal offices, regulates insurance agents and
investigates insurance fraud, and participates in administration of
the workers compensation system. The Financial Services
Commission, anindependent agency housed within the Department
but consisting of the Governor and Cabinet, regulates securities
transactions, financial institutions and insurers operating in the
State.

Department of Health oversees a State health plan, as well as a
wide range of State and community efforts to prevent diseases and
disabilities. The department monitors disease trends, provides
health care and early intervention services, gives medical direction
for child protection and sexual abuse treatment, promotes innovative
and cost effective health care delivery systems, and serves as
statewide repository of health data.

Department of Highway Safety and Motor Vehicles promotes safe
driving through law enforcement, public education, titling and
registering motor vehicles and vessels, licensing drivers, and
regulating vehicle exhaust.

Department of Juvenile Justice coordinates the State’s programs for
juvenile offenders including prevention, diversion, residential and
non-residential commitment, delinquency institutions, training,
reentry and aftercare.
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Department of Law Enforcement conducts criminal investigations,
provides criminal analysis laboratories, offers criminal justice
training, and compiles statistics and maintains records of criminal
activities.

Department of Legal Affairs represents the State in civil lawsuits and
in criminal appeals. It also issues formal advisory opinions and is
the chief enforcement agency for antitrust, consumer protection, and
civil racketeering laws.

Department of the Lottery manages Florida’s state lottery as a self-
supporting, revenue producing department designed to generate
additional funding for public education.

Department of Management Services is responsible for various
administrative functions of State government, including facilities
management, information technology, administrative hearings,
retirement, and state group insurance programs.

Department of Military Affairs implements the National Defense Act
as it applies to Florida, and administers the Florida National Guard
with the Governor as Commander in Chief.

Department of Revenue administers the collection, enforcement and
auditing of taxes, manages tax information systems, provides
taxpayer assistance, and administers the federal child support
enforcement program in the State.

Department of State oversees the elections process, corporate
records, Florida’s international relations, cultural entities, libraries
and historic preservation.

Department of Transportation is charged with providing a safe,
interconnected statewide transportation system. Its responsibilities
include planning and implementing transportation policies, designing
and constructing facilities, and administering motor carrier
compliance and toll operations.

Department of Veterans’ Affairs assists military veterans and their
dependents in securing benefits to which they are entitled under
federal or State law by virtue of their military service.

The Public Employees Relations Commission is a neutral
adjudicatory body which resolves public sector labor disputes,
career service appeals, veteran’s preference appeals, drug testing
cases, certain age discrimination cases, and whistle blower appeals.

The Public Service Commission, an arm of the legislature, regulates
the operation of electric utilities, telecommunications and telephone
companies, and water or wastewater utilities within the State.

The State is divided into five water management districts to
provide water resource planning and development.

In addition to statutorily created departments and commissions,
there are several constitutional boards responsible for governmental
functions.

A 17-member Board of Governors is responsible for managing
the State University System. The Board consists of 14 members
appointed by the governor, plus the commissioner of education, a
faculty representative and a student representative.

Fish and Wildlife Conservation Commission, comprised of seven
members appointed by the Governor, exercises the State’s
regulatory and executive powers with respect to wild animal life,
fresh water aquatic life, and marine life.



Government Efficiency Task Force, comprised of members of the
public and private sectors, develops recommendations to improve
government operations and reduce costs, beginning in 2007 and
each fourth year thereafter.

Florida Commission on Ethics enforces the State’s code of ethics
for public employees and officers not under the jurisdiction of the
Judicial Qualification Commission.

Joint Legislative Budget Commission, composed of an equal number
of members of the respective houses of the legislature,
develops the State’s long-range financial outlook and reviews certain
proposed budget amendments.

Judicial Qualification Commission investigates and makes
recommendations to the Supreme Court with respect to action
against any justice or judge whose conduct may warrant disciplinary
measures.

Parole Commission is made up of three members appointed by the
Governor. It is responsible for determining which prisoners will be
granted parole and the terms of conditional release, whether a
person has violated parole, and for reporting on persons under
consideration for clemency.

Taxation and Budget Reform Commission, established in 2007 and
each 20th year thereafter to examine the State’s budgetary process,
revenue needs and tax policy, to determine funding methods favored
by citizens, and to recommend changes.

State Board of Administration, comprised of the Governor, Attorney
General and Chief Financial Officer, is the long-term investment
body for the State. It also serves as fiscal agent or trustee with
respect to bonds issued by the State or its agencies, and manages
investment of Florida’s retirement system monies.

State Board of Education is the chief policy making and coordinating
body of public education and vocational rehabilitation in Florida. It
consists of seven members appointed by the Governor.

DEMOGRAPHIC & ECONOMIC INFORMATION

Population

Florida ranks as the fourth most populous state, with a
population of 18.80 million as of April 1, 2010. This represents a
0.61% increase from April 1, 2009.

While the State’s population has grown by 17.6% between
2000 and 2010, annual population growth has slowed considerably
in recent years. Florida's average annual population growth rate
was 2.13% from 2000 to 2007, which exceeded the nation’s average
annual population growth rate of 0.95% over the same period.
However, Florida’s population growth has slowed recently, with the
average annual growth rate decreasing to 0.64% between 2008 and
2010, compared to the relatively stable average annual growth rate
for the US of .79% for the three year period. Typically there are two
drivers of population growth — natural increases (births minus
deaths) and net migration (people moving into the state minus
people moving out of the State). Historically, Florida’s population

growth has been driven by positive net migration, but the State has
experienced record low levels of net migration in recent years,
resulting in the slowed population growth.

The age distribution of Florida’s population differs from that of
the nation because Florida has a somewhat larger elderly population
and a slightly smaller working age population than the nation.
Florida’s 2010 population aged 65 or older is 17.6% of the State’s
population and is projected to increase to 21.3% by 2020. Whereas
the nation’s population aged 65 or older is approximately 12.9% and
is expected to increase to 16.0% by 2020. Florida's working age
population (18-64) is currently 60.4% of total population and is
expected to decline to 57.6% in 2020, and by comparison, the
working age population (18-64) in the US is 62.7% of total
population currently and projected to decline to 60.0%

Population Change
Florida and U.S., 1980 - 2020
(April 1 census day figures)

Florida U.S.
Year (in thousands) % change (in thousands) % change
1980 9,747 - 226,546 -
1990 12,938 32.7% 248,710 9.8%
2000 15,983 235 281,422 13.2
2010 18,801 17.6 308,746 9.7
2020 (projected) 21,327 134 341,387 10.6

Source: Office of Economic and Demographic Research, The Florida Legislature (July, 2011), and U.S. Census Bureau.
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Florida Population Age Trends, 2000-2030

2000 2010 2020 2030

Age Population % of total Population % of total Population % of total Population % of total
0-4 945,853 5.9% 1,136,948 6.1% 1,211,567 5.7% 1,267,834 5.3%
5t0 17 2,700,597 16.9% 2,988,515 15.9% 3,276,517 15.4% 3,532,863 14.8%
18-24 1,330,636 8.3% 1,683,730 9.0% 1,719,808 8.1% 1,931,515 8.1%
25-44 4,569,515 28.6% 4,668,792 24.9% 5,095,519 24.0% 5,462,926 22.9%
45-64 3,628,573 22.7% 4,989,955 26.6% 5,416,732 25.5% 5,431,841 22.8%
65+ 2,807,650 17.6% 3,305,416 17.6% 4,526,783 21.3% 6,194,272 26.0%
Total 15,982,824 18,773,356 21,246,926 23,821,251

Source: Office of Economic and Demographic Research, The Florida Legislature. (Demographic Estimating Conference Database, August, 2010)

Florida's Gross Domestic Product

Florida’s Gross Domestic Product (“GDP”) represents the value However, Florida’'s GDP decreased 4.7% from 2006 to 2010.
of goods and services produced by the State, and serves as a broad Private industry accounted for 88% of the State’s 2010 GDP and
measure of the State’s economy. The State's GDP for 2010 is government accounted for the remaining 12%. Real estate was the
estimated at $673 billion (in chained 2005 dollars), which is slightly largest single industry, accounting for 17.3% of Florida’s 2010 GDP.

higher than 2009 GDP of $668 billion.
The following table compares the components of the State’s
GDP over the most recent five-year period available.

Florida’'s Gross Domestic Product by Major Industry
2006 and 2010

(millions of chained 2005 dollars)l

Industry 2006 % of Total 2010 % of Total
Agriculture, forestry, fishing and hunting .................. $6,295 0.9% $4,971 0.7%
MINING . ..o 967 0.1 779 0.1
UtIlItieS . .o 12,688 1.8 12,709 1.9
CONSLIUCLION . .. o 51,201 7.3 28,588 4.3
Manufacturing . . .. ... 37,702 5.3 36,102 5.4
Wholesale trade .. ....... ... .. i 46,188 6.5 48,007 7.1
Retailtrade .. ...... ... .. 57,203 8.1 53,801 8.0
Transportation and warehousing, excluding Postal Services . . . 20,830 3.0 19,477 2.9
Information . ........ ... .. 30,696 4.3 33,124 49
Finance andinsurance .................c. .. 49,388 7.0 52,265 7.8
Real estate and rental and leasing . . ..................... 119,209 16.9 116,344 17.3
Professional and technical services ...................... 49,564 7.0 44,120 6.6
Management of companies and enterprises ............... 8,170 1.2 7,709 1.1
Administrative and waste services .. ................. ... 29,931 4.2 24,748 3.7
Educational services ............ ... 5,156 0.7 5,592 0.8
Health care and social assistance ....................... 49,157 7.0 53,430 7.9
Arts, entertainment and recreation .. ..................... 11,086 1.6 11,618 1.7
Accommodation and food services ................ ..., 28,640 4.1 25,399 3.8
Other services, except government . ..................... 18,996 2.7 16,658 25
GOVEIMMENT . .o ot e 73,661 10.4 80,452 12.0
Total 2 $706,600 $673,375

Source: U.S. Department of Commerce, Bureau of Economic Analysis, (July 2011).

1 A measure of real output and prices using 2005 as the base year and applying annual - weighted indexes to allow for changes in relative prices and associated
purchasing patterns over time, as developed by the Bureau of Economic Analysis.

2 May not add, due to chaining formula and rounding.
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Tourism is not treated as a separate industry sector, but
remains an important aspect of the Florida economy. Its financial
impact is reflected in a broad range of market sectors, such as
transportation, communications, retail trade and services, and in State
tax revenues generated by business activities which cater to visitors,
such as hotels, restaurants, admissions and gift shops. According to
Visit Florida, the direct support organization for the Florida
Commission on Tourism, approximately 82.3 million people visited the
State in 2010, a 1.7% increase over the final 2009 total. Leisure and
hospitality services accounted for 12.8% of the State’s non-farm
employment in 2010. According to the Florida Department of
Business and Professional Regulation, as of July 1, 2010, 45,327
food service establishments were licensed with seating capacity of
3,636,782, and 37,273 lodging establishments were licensed with
1,523,290 total units. According to the Florida Department of
Environmental Protection, visitors to the State’'s public parks and
recreation areas totaled 20,110,021 for Fiscal Year 2009-10, a 6.3%
decrease from the prior year. In 2010, accommodation and food
services contributed 3.8% of the State’s GDP, and arts, entertainment
and recreation contributed 1.7%.

Transportation of goods and passengers is facilitated by
Florida's integrated transportation system. The State has
approximately 122,000 miles of roads, 15 freight railroads with 2,796

miles of track, and AMTRAK passenger train service. There are 29
fixed route transit systems. There are 800 aviation facilities, of which
131 are available for public use; 20 provide scheduled commercial
service and 14 provide international service. According to Federal
Aviation Administration figures, in 2010 eight Florida airports were
among the top 100 in the U.S. based on passenger boardings and six
were among the top 100 based on cargo weight. In that year, Miami
International Airport ranked 12" in North America in passenger traffic
and ranked 4" in North America in cargo volume, according to the
Airports Council International. Florida also has 14 deep water ports,
9 major shallow water ports, and 4 significant river ports, many of
which are interconnected by the State’s inland waterway system.

In 2010, agriculture, forestry and fishing constituted only about
0.7% of GDP. According to the U.S. Department of Agriculture, in
2009 Florida’s agricultural cash receipts were 13" for all crops, with
the State ranking first in oranges, and 2™ in greenhouses, tomatoes
and strawberries.

Construction activity, which constituted approximately 4.25%
of Florida's 2010 GDP, is another factor to consider in analyzing the
State’s economy. The following table shows housing starts and
construction values from 1999 through 2009.

Florida Housing Starts and Construction Value: 1999-2009

Construction Value (millions of current dollars)

Housing Starts (thous) Private Residential Public
Single Multi- Single Multi- Other

Year Family Family Family Family Private Education Highways Other Total

1999 99.1 68.0 $12,531.5 $4,377.6 $8,986.5 $1,337.8 $1,673.3 $3,361.0 $32,267.7
2000 97.6 63.1 13,917.8 4,848.6 9,605.2 1,790.0 1,873.5 3,960.9 35,995.9
2001 107.3 60.7 16,182.7 5,318.5 9,468.7 1,673.5 2,363.2 4,096.7 39,103.3
2002 122.4 63.4 19,613.8 5,585.3 8,984.9 1,933.8 2,793.7 5,331.8 44,243.4
2003 146.5 68.7 24,818.0 6,690.5 8,323.9 1,625.9 2,682.9 5,050.0 49,191.3
2004 172.3 80.2 31,581.4 8,927.0 9,888.2 1,799.8 2,727.2 4,458.8 59,382.5
2005 193.1 90.5 38,569.2 11,633.2 9,284.8 2,027.9 3,216.1 4,105.0 68,846.3
2006 132.6 85.8 32,409.0 14,044.8 10,658.7 2,294.9 3,030.1 5,007.1 67,4445
2007 63.8 57.5 16,468.1 11,040.3 13,137.2 3,168.7 3,643.8 7,013.7 54,471.8
2008 34.3 24.9 9,688.5 5,465.7 12,532.4 2,817.2 3,393.5 6,686.1 40,583.5
2009* 18.1 15.2 4,915.8 2,539.0 9,698.3 2,493.6 2,685.9 7,245.1 29,5775

Source: F.W. Dodge Statistical Service; Office of Economic and Demographic Research, The Florida Legislature, March, 2009.

Note: Private residential construction includes all residential buildings owned by the private sector. Other private construction includes all non-residential construction
owned by the private sector and is made up of manufacturing and non-manufacturing. Public construction includes all projects owned by a governmental entity.

! Forecast for 2009 is from the March 2009 Florida Economic Estimating Conference.

(Remainder of page intentionally left blank)
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Employment

The following tables provide employment information for
Florida and the U.S. As shown below, despite a slight increase in
total employment in Florida from 8.14 million in 2009-10 to 8.17
million in 2010-11, the unemployment rate increased from 11.1% in
2009-10t0 11.9% in 2010-11 because the size of the labor force also
increased. Fiscal Year 2010-11 is the third year that Florida’'s
unemployment rate has been higher than the nation’s unemployment
rate in the past ten years.

The total number of non-agricultural jobs in Florida has decreased
over the past five years by 8.0% from 7.8 million in 2005 to 7.2 million
in 2010. Total non-agricultural jobs decreased from 7.3 million in 2009
to 7.2 million in 2010. The only industries that saw an increase in the
number of jobs between 2009 and 2010 were Retail Trade, Education
and Health Services, and Leisure and Hospitality Services.

Unemployment Rate, Florida vs. U.S.
Fiscal Years 2001-2011

Total Civilian Labor Force

Fiscal (in thousands)
_Year Florida _Us.
2000-01 7,920.3 143,200.0*
2001-02 8,071.4 144,400.0*
2002-03 8,132.5 145,900.0*
2003-04 8,337.4 146,800.0*
2004-05 8,572.4 148,200.0*
2005-06 8,806.6 150,400.0*
2006-07 9,055.5 152,500.0*
2007-08 9,220.9 153,700.0*
2008-09 9,265.0 154,600.0*
2009-10 9,159.3 153,900.0*
2010-11 9,274.3 153,800.0*

Annual Average

Total Employment Unemployment Rate
(in thousands) (percent)

Florida _us. Florida U.S.
7,606.9 137,300.0* 4.0% 4.1%
7,635.9 136,400.0* 5.4 5.5
7,687.7 137,100.0* 5.5 6.0
7,924.5 138,300.0* 5.0 5.8
8,203.1 140,400.0* 4.3 5.3
8,499.6 143,100.0* 35 4.8
8,727.1 145,500.0* 3.6 4.5
8,790.2 146,100.0* 4.7 4.9
8,494.4 142,900.0* 8.3 7.6
8,144.1 138,900.0* 11.1 9.8
8,166.3 139,300.0 11.9 9.4

Source: Florida Office of Economic and Demographic Research, February, 2011 National Economic Estimating Conference and the February, 2011 Florida Economic

Estimating Conference.

* Rounded.
Composition of Nonagricultural Employment
Florida and the Nation
2005 and 2010*
(thousands)
2005 2010
Florida United States Florida United States
# of % of # of % of # of % of # of % of
Jobs Total Jobs Total Jobs Total Jobs Total
Natural Resources & Mining .. ......... 7.1 0.1 628.0 0.5 5.4 0.1 705.0 0.5
Construction . ...................... 633.2 8.1 7,336.0 55 345.6 4.8 5,526.0 4.3
Manufacturing . . .................... 415.5 5.3 14,226.0 10.6 306.9 4.3 11,524.0 8.9
Transportation & Warehousing ... ...... 223.1 2.9 4,360.9 3.3 201.8 2.8 4,183.5 3.2
Utilities . ......... ... .. L 24.2 0.3 554.0 0.4 22.6 0.3 551.9 0.4
Wholesale Trade ................... 341.4 4.4 5,764.4 4.3 307.3 4.3 5,456.0 4.2
Retail Trade ....................... 993.5 12.7 15,279.6 11.4 923.0 12.9 14,413.9 11.1
Information ............ ... ... . ..., 163.2 2.1 3,061.0 2.3 135.4 1.9 2,711.0 2.1
Financial Activities .................. 535.8 6.9 8,153.0 6.1 469.7 6.5 7,630.0 5.9
Professional & Business Services . ..... 1,138.5 14.6 16,954.0 12.7 1,035.5 14.4 16,688.0 12.9
Education & Health Services .......... 969.1 12.4 17,372.0 13.0 1,079.0 15.0 19,564.0 151
Leisure & Hospitality Services ......... 939.5 12.0 12,816.0 9.6 917.7 12.8 13,020.0 10.0
Other Services . ..............c..... 334.9 4.3 5,395.0 4.0 310.8 4.3 5,364.0 4.1
Government ... ... 1,081.2 13.9 21,804.0 16.3 1,114.5 15.5 22,482.0 17.3
Total Non-farm . ................ 7,799.9 133,703.0 7,174.9 129,818.0

Source: US Department of Labor, Bureau of Labor Statistics. (August 2011)

! Not Seasonally adjusted.
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Income

Historically, Florida's total personal income has grown at rates
similar to those of the U.S. and the other southeastern states. From
2000 to 2008, Florida's total personal income grew by 58.5% and
per capita income expanded approximately 34.3%. For the nation,
total and per capita personal income increased by 44.7% and
32.5%, respectively, over the same time period. Between 2008 and
2009, total personal income decreased in Florida (2.3%), the
Southeast (1.2%), and the nation (1.7%), and per capita personal
income decreased in Florida (3.3%), the southeast (2.0%), and the
nation (2.6%). Total personal income increased in 2010 in Florida

(2.2%), the Southeast (3.0%), and the nation (3.0%), and per capita
personal income increased in 2010 in Florida (3.9%), the Southeast
(3.9%) and the nation (3.7%). Florida per capita income remains
above the Southeast region, but below the nation.

Because Florida has an older and proportionally larger
retirement population than most states, property income (dividends,
interest, and rent) and transfer payments (social security, retirement,
disability, unemployment insurance, workers’ compensation and
veterans benefits) are major sources of income.

Total and Per Capita Personal Income
U.S., Florida and Southeast

Total Personal Income
(In_millions of Current Dollars)

Per Capita Personal Income
(In_Current Dollars)

% % % % % %
Year U.S. Change S.E. Change _Florida  Change U.S. Change S.E. Change Florida  Change
2000 8,554,866 9.7 1,879,680 9.5 466,644  10.1 30,318 8.5 27,049 8.1 29,080 8.1
2001 8,878,830 3.8 1,968,292 4.7 487,499 45 31,145 2.7 27,984 35 29,810 25
2002 9,054,702 2.0 2,025,058 2.9 508,400 4.3 31,462 1.0 28,453 17 30,479 2.2
2003 9,369,072 35 2,103,566 3.9 531,218 4.5 32,271 2.6 29,218 2.7 31,283 2.6
2004 9,928,790 6.0 2,249,054 6.9 582,766 9.7 33,881 5.0 30,804 5.4 33,540 7.2
2005 10,476,669 5.5 2,403,753 6.9 633,193 8.7 35,424 4.6 32,442 5.3 35,605 6.2
2006 11,256,516 7.4 2,580,723 7.4 690,268 9.0 37,698 6.4 34,426 6.1 38,161 7.2
2007 11,900,562 5.7 2,728,855 5.7 721,052 4.5 39,932 5.9 35,695 3.7 39,036 2.3
2008 12,380,225 4.0 2,836,634 3.9 739,403 25 40,166 0.6 36,196 14 39,064 0.1
2009 12,168,161 (1.7) 2,803,393 (1.2) 722,328 (2.3) 39,138  (2.6) 35,458 (2.0 37,780 (3.3)
2010 12,530,101 3.0 2,888,554 3.0 738,373 2.2 40,584 3.7 36,851 3.9 39,272 3.9

Source: U.S. Department of Commerce, Bureau of Economic Analysis (August, 2011).

(Remainder of page intentionally left blank)



Florida Personal Income and Earnings by Major Source: 2005 vs. 2010
(thousands of current dollars)

Earnings:
Wages and Salaries:

Farm
Non Farm

Private:

Forestry, fishing and other

Mining

Utilities

Construction

Manufacturing

Wholesale Trade

Retail Trade

Transportation & Warehousing

Information

Finance and insurance

Real estate and rental and leasing

Professional and technical services

Management of companies and enterprises

Administrative and waste services

Educational services

Health care and social assistance

Arts, entertainment and recreation

Accommodation and food services

Other services, except public administration
Total Private

Government & government enterprises

Total Wages & Salaries

Other Income:

plus: Dividends, Interest & Rent
plus: Personal current transfer receipts
plus: Adjustment for residence

Less: Contributions for social insurance
Total Other Income:

Total Personal Income

Other Earnings:

Supplements to wages and salaries
Proprietors' income:

Total Earnings:

TOTAL INCOME

Source:US Department of Commerce, Bureau of Economic Analysis (August, 2011).

2005

$2,701,312
420,630,558

1,372,488
549,382
2,399,585
37,096,584
23,989,408
23,486,555
34,853,115
13,357,378
13,116,101
28,833,169
13,277,656
34,359,685
7,028,033
27,603,798
4,615,606
43,986,961
8,104,581
17,982,564
17,692,038

—_——

353,704,687

66,925,371
423,331,370
156,369,174

98,055,222
1,635,830

(46,199,421)
209,860,805

633,192,175
69,515,129
43,473,268

112,988,397

$746,180,572
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% Total

0.4%
56.4%

0.2%
0.1%
0.3%
5.0%
3.2%
3.1%
4.7%
1.8%
1.8%
3.9%
1.8%
4.6%
0.9%
3.7%
0.6%
5.9%
1.1%
2.4%
2.4%
47.4%

9.0%

56.7%

21.0%
13.1%
0.2%

(6.2)%
28.1%

84.9%

9.3%
5.8%

15.1%

100.0%

2010

$2,040,710
441,505,560

1,468,853
669,253
2,852,570
23,884,490
22,735,357
24,956,657
34,120,995
14,141,995
13,399,366
27,587,173
9,935,132
40,802,290
8,250,526
24,071,313
6,710,746
57,490,482
9,685,370
19,790,895
18,842,305

——)

361,395,768

80,109,792

443,546,270

194,159,299
149,265,512
1,906,330

(50,504,420)
294,826,721

738,372,991

75,691,703
41,129,781

116,821,484

$855,194,475

% Total

0.2%
51.6%

0.2%
0.1%
0.3%
2.8%
2.7%
2.9%
4.0%
1.7%
1.6%
3.2%
1.2%
4.8%
1.0%
2.8%
0.8%
6.7%
1.1%
2.3%
2.2%
42.3%

9.4%

51.9%

22.7%
17.5%
0.2%

(5.9)%
34.5%

86.3%

8.9%
4.8%

13.7%

100.0%



International Trade

Florida’s location lends itself to international trade and travel.
Florida was the 4" largest exporter in the nation in 2010,
accounting for 4.3% of total U.S. exports of goods. The State’s
international merchandise trade (imports and exports) totaled
$126.2 billion in 2010, an increase of nearly 23% over 2009. The
State’s merchandise exports increased by 22.0% between 2009
and 2010, and imports increased by 23%. During the same period,
the nation’s exports increased by 19.0% and imports increased by
22.0%.

The State's top five exports for 2010 were
vehicles, aircraft, precious metals, telecommunications equipment,
and computers. The top imports were oil, vehicles, gold, refined
copper and alloys, and telecommunications equipment. Florida’s
top trading partners for 2010 were Brazil, Colombia, China, Japan
and Switzerland.

(Source: Enterprise Florida, March 2011)

Florida's International Trade: 2000-2010
(millions of U.S. dollars)

Year Exports % Change
2000 $35,851 5.0
2001 34,530 (3.7)
2002 32,241 (6.6)
2003 32,404 0.5
2004 37,501 15.7
2005 44,115 17.6
2006 51,767 17.3
2007 58,915 13.8
2008 73,022 23.9
2009 59,884 (18.0)
2010 73,064 22.0

Source: Enterprise Florida. (March 2011)

Primary Sources of Sales Tax

Understanding the types of transactions and businesses
which generate most of the State’s primary tax revenue is also
relevant to an assessment of economic activity within the State. The

Imports % Change

$37,901 7.0
36,430 (3.9)
36,955 1.4
40,462 9.5
43,896 8.5
51,169 16.6
57,399 12.2
55,925 (2.6)
57,525 2.9
43,107 (25.1)
53,164 23.3

expenditure over the past ten years, and compare the top twenty-five
types of businesses generating sales tax revenues in Fiscal Year
2005 and 2010.

following tables illustrate taxable sales by category of
Florida Taxable Sales and Sales Tax Liability by Category
Fiscal Years ended June 30, 2000-2010
(Millions of current dollars)
Consumer Non-durables Consumer Durables Building Business

Recreation/Tourism Other Autos & Accessories Other Investment Investment
Year  Sales  Taxes  Sales  Taxes  Sales  Taxes  Sales  Taxes  Sales  Taxes  Sales Taxes
2000 48,675 2,910.6 73,384 4,515.3 46,466 2,778.5 20,384 1,218.9 15,490 926.2 44,372 2,599.7
2001* 51,012 3,050.3 78,816 4,853.9 48,336 2,890.3 21,243 1,270.2 16,082 961.7 45,927 2,690.8
2002 49,685 2,971.0 72,898 4,434.7 52,150 3,118.4 20,681 1,236.7 15,924 952.2 47,119 2,760.6
2003 50,100 2,995.8 70,959 4,287.3 52,410 3,133.9 20,834 1,245.8 17,541 1,048.9 48,181 2,822.9
2004 53,924 3,224.5 77,387 4,675.7 56,017 3,349.6 23,003 1,375.5 18,455 1,103.5 55,027 3,223.9
2005 58,821 3,517.3 84,393 5,099.0 60,332 3,607.6 25,735 1,538.9 22,868 1,367.4 63,723 3,733.4
2006 63,247 3,781.9 92,961 5,616.7 64,883 3,879.9 28,704 1,716.4 26,525 1,586.1 71,783 4,205.0
2007 65,019 3,887.9 97,809 5,909.6 62,511 3,737.9 27,831 1,664.2 23,745 1,419.8 72,464 4,2455
2008 65,772 3,932.9 98,075 5,925.7 54,885 3,281.9 24,363 1,456.8 20,319 1,215.0 66,612 3,902.7
2009 61,767 3,693.4 92,760 5,604.6 43,547 2,603.9 19,938 1,192.2 16,362 978.4 59,961 3,513.0
2010 60,407 3,610.5 91,404 5,515.3 43,641 2,608.7 18,299 1,094.1 14,845 888.2 55,154 3,233.9

* Beginning in October 2001, telecommunications services became taxable under Communications Services Tax (CST). Prior to the implementation of the CST,

these sales were included in the "Other Consumer Nondurables" category.
Source: Office of Economic and Demographic Research, (January 2011).



State Sales Tax Collections by Top 25 Business Types
Fiscal Years Ended June 30, 2005 vs. 2010?

Type of Business
General Miscellaneous Merchandise Stores

Automotive Dealers

Restaurants, Lunchrooms, Catering Services

Leased or Rental of Commercial Real Property

Food & Beverage Stores

Hotels/Motels Accommodations & Other Lodging Places
Lumber and Other Building Materials Dealers

Apparel & Accessory Stores

Admissions, Amusement & Recreation Services
Utilities, Electric, Gas, Water, Sewer

Radio, Television, Consumer Electronics, Computers, Music Stores

Wholesale Dealers

Manufacturing

Home Furniture, Furnishings & Equipment

Rental of Tangible Personal Property

Automobile Repair & Services

Automotive Accessories & Parts

Taxable Services (per Chapter 212, F.S.)

Store & Office Equipment, Office Supplies
Drinking Places (Alcoholic beverages served on premises)
Communications 2

Paint, Wallpaper & Hardware Dealers

Insurance, Banking Savings & Loans

Gifts, Cards, Novelty, Hobby, Crafts & Toy Stores
Household Appliances & Accessories

2005
$2,322,564,626
3,072,337,516
1,534,497,577
1,112,612,412

2010
$2,464,695,345
2,066,873,420
1,668,673,218
1,309,212,726

815,978,980 893,574,821
858,308,552 840,588,507
1,003,236,605 646,478,894
524,517,140 641,956,932
417,545,288 573,831,733
395,819,674 515,976,710
544,000,014 460,986,047
611,793,333 448,635,288
570,753,063 403,461,692
453,870,612 319,369,469
413,800,139 255,205,409
246,467,087 229,876,444
224,058,170 220,338,848
138,870,286 149,077,641
196,405,537 142,175,426
154,211,305 140,320,492
140,687,677 134,971,720
178,612,232 121,771,535
33,876,593 117,478,005
128,197,055 110,749,162
206,021,862 100,462,651

Source: Florida Department of Revenue, Office of Tax Research (September 2010).
t Arranged in descending order of collection amounts for Fiscal Year ended June 30, 2010. In that Fiscal Year, "Miscellaneous" and unspecified business

types accounted for $147,985,780 in sales tax collections.
2

Includes sales and use tax portion of Communications Service Tax.

STATE FINANCIAL OPERATIONS

Florida law requires that financial operations of the State be
maintained through the General Revenue Fund, trust funds, and the
Budget Stabilization Fund administered by the Chief Financial Officer.
The majority of State tax revenues are deposited in the General
Revenue Fund. Trust funds consist of monies which under law or
trust agreement are segregated for a specified purpose. State
monies are disbursed by the Chief Financial Officer upon warrants or
other orders pursuant to appropriations acts. The Governor and Chief
Financial Officer are responsible for insuring that sufficient revenues
are collected to meet appropriations and that no deficits occur in State
funds.

The State Constitution mandates the creation and
maintenance of a Budget Stabilization Fund, in an amount not
less than 5% nor more than 10% of the last complete fiscal year’s
net revenue collections for the General Revenue Fund. Monies
in the Budget Stabilization Fund may be transferred to the General
Revenue Fund to offset a deficit therein or to provide emergency
funding, including payment of up to $38 million with respect to certain
uninsured losses to state property. Monies in this fund are
constitutionally prohibited from being obligated or otherwise
committed for any other purpose. Any withdrawals from the Budget
Stabilization Fund must be restored from general revenues in five
equal annual installments, commencing in the third fiscal year after
the expenditure, unless the legislature establishes a different
restoration schedule.

The State budget must be kept in balance from current
revenues each State fiscal year (July 1-June 30), and the State may
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not borrow to fund governmental operations. (See "Budget
Shortfalls" below.) Revenues in the General Revenue Fund which
exceed amounts needed to fund appropriations or for transfers to
the Budget Stabilization Fund are maintained as “unallocated
general revenues.”

Budgetary Process

The State’s budgetary process is an integrated, continuous
system of planning, evaluation and controls. State law requires that,
no later than each September 15, the Joint Legislative Budget
Commission prepare a long-range State financial outlook. The
outlook includes major workloads and revenue estimates and
recommends fiscal strategies to assist the legislature in making
budget decisions. State agencies are also required to develop goals
and objectives consistent with the State long-range planning
document.

Individual State agencies prepare and submit appropriation
requests to the Office of Planning and Budgeting, Executive Office
of the Governor, generally no later than October 15 of the year
preceding legislative consideration. The Office of Planning and
Budgeting conducts a detailed evaluation of all agency requests,
after which it makes budget recommendations to the Governor.

From recommended appropriations and revenue estimates, the
Governor submits a recommended budget to the legislature. After
passage of the appropriations bill, the Governor may exercise line
item vetoes or veto the entire bill.



Revenue Estimates

State law provides for consensus estimating conferences to
develop official economic and demographic data and revenue
forecasts for use in planning and budgeting. Each conference
develops estimates within its area of expertise by unanimous consent
of the conference principals. The four principals of the estimating
conference are professional staff of the Governor’s Office, Senate,
House of Representatives and the Legislature’s Office of Economic
and Demographic Research. Once an estimating conference is
convened, an official estimate does not exist until a new consensus
is reached.

Consensus revenue estimating conferences are generally
held three times each year to estimate revenue collections for
the next fiscal year based on current tax laws and administrative
procedures. General State and national economic scenarios are
agreed upon by the conference principals. Consensus estimating
conferences are held in late summer to refresh estimates for the Long
Range Financial Outlook (Article Ill, Section 19(c)l, Florida
Constitution), the fall to establish a forecast for the Governor's budget
recommendations, and in the spring to determine the revenues
available for appropriation during the legislative session.
Conferences may reconvene at any time if it is felt that prior
recommendations are no longer valid. Conferences are also held
during legislative session to determine the fiscal impact of proposed
tax law changes, and after each legislative session to review changes
in tax legislation and to amend official conference recommendations
accordingly.

There are currently ten estimating conferences formally
identified in statute: Economic, Demographic, Revenue, Education,
Criminal Justice, Social Services, Workforce, Early Learning, Self-
Insurance, and Florida Retirement System Actuarial Assumptions.

State Revenue Limitation
Present Law

The rate of growth in State revenues in a given fiscal year
is limited to no more than the average annual growth rate in
personal income over the previous five years. Revenues have
never exceeded the limitation. Revenues collected in excess of the
limitation are to be deposited into the Budget Stabilization Fund
unless two-thirds of the members of both houses of the legislature
vote to raise the limit. The revenue limit is determined by multiplying
the average annual growth rate in personal income over the previous
five years by the maximum amount of revenue permitted under the
cap for the previous year. State revenues include taxes, licenses,
fees, and charges for services imposed by the legislature on
individuals, businesses, or agencies outside of State government as
well as proceeds from the sale of lottery tickets. State revenues
subject to the limitation do not include lottery receipts returned as
prizes; balances carried forward from prior years; proceeds from the
sale of goods (e.g. land, buildings); funds pledged for debt service on
State bonds; State funds used to match federal money for Medicaid
(partially exempt); charges imposed on the local governmental level;
receipts of the Hurricane Catastrophe Trust Fund; and revenues
required to be imposed by amendment to the Constitution after July 1,
1994. The revenue limitation may be adjusted to reflect the transfer
of responsibility for funding governmental functions between the State
and other levels of government.

Proposed Constitutional Amendment

The 2011 Florida Legislature adopted Senate Joint Resolution
958 (SJR 958), which will take effect upon approval by at least 60%
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of the electors and, if approved, will replace the current State
revenue limitation beginning with the 2014-2015 State fiscal year.
SJR 958 amends the Florida Constitution by striking the existing
revenue limitation and adding a new Section 19 to Article VII of the
Florida Constitution. Under SJR 958, the rate of growth in State
revenues in a given fiscal year is limited to no more than the
average growth rate in inflation and population changes over
the previous five years. Revenues collected in excess of the
limitation are to be deposited into the Budget Stabilization Fund,
until the balance in the Budget Stabilization Fund reaches an
amount equal to 10% of the last completed fiscal year’s net revenue
collections for the general revenue fund, and thereafter shall be
used for the support and maintenance of public schools by reducing
the minimum financial effort required from school districts for
participation in a state-funded education finance program, or, if the
minimum financial effort is no longer required, returned to taxpayers
as provided by general law. The revenue limit is determined by
multiplying (1) the maximum amount of revenue permitted under the
cap for the previous year, by (2) the adjustment for growth, which,
beginning in Fiscal Year 2018-19, is an amount equal to the average
for the previous five years of the product of (a) an amount equal to
one plus the percent change in the calendar year annual average of
the Consumer Price Index, and (b) an amount equal to one plus the
percent change in the population of the State as of April 1 compared
to April 1 of the prior year. The adjustment for growth is increased
by four one-hundredths in Fiscal Year 2014-15, by three one-
hundredths in Fiscal Year 2015-16, by two one-hundredths in Fiscal
Year 2016-17, and by one one-hundredth in Fiscal Year 2017-18.
State revenues include taxes, fees, licenses, fines, and charges for
services imposed by the legislature on individuals, businesses, or
agencies outside state government as well as proceeds from the
sale of lottery tickets. State revenues subject to the limitation do not
include revenues that are necessary to meet the requirements set
forth in documents authorizing the issuance of bonds by the state for
bonds issued before July 1, 2012; revenues that are used to provide
matching funds for the federal Medicaid program with the exception
of the revenues used to support the Public Medical Assistance Trust
Fund or its successor program and with the exception of state
matching funds used to fund optional expansions made after July 1,
1994; proceeds from the state lottery returned as prizes; receipts of
the Florida Hurricane Catastrophe Fund and Citizens Property
Insurance Corporation; receipts of public universities and colleges;
balances carried forward from prior fiscal years; taxes, fees,
licenses, fines, and charges for services imposed by local, regional,
or school district governing bodies; or revenue from taxes, fees,
licenses, fines, and charges for services authorized by any
amendment or revision to this constitution after May 6, 2011. The
revenue limitation may be adjusted to reflect the transfer of
responsibility for funding governmental functions between the State
and other levels of government occurring after May 6, 2011, or the
fiscal impact of a new federal mandate.

The State revenue limitation for any fiscal year may be
increased by a two-thirds vote of the membership of each house of
the legislature. Unless otherwise provided by the bill increasing the
revenue limitation, the increased revenue limitation enacted thereby
shall be used to determine the revenue limitation for future fiscal
years. The state revenue limitation for any one fiscal year may be
increased by a three-fifths vote of the membership of each house of
the legislature. In this circumstance, increases to the revenue
limitation enacted must be disregarded when determining the
revenue limitation in subsequent fiscal years.



Financial Control

After the appropriations bill becomes law, the Office of
Planning and Budgeting prepares monthly status reports
comparing actual revenue receipts to the estimates on which
appropriations were based. This constant cash flow monitoring
system enables the Governor and the Chief Financial Officer to insure
that revenues collected will be sufficient to meet appropriations.

All balances of General Revenue Fund appropriations for
operations in each fiscal year (except appropriations for fixed capital
outlay) expire on the last day of such fiscal year. Amounts identified
by agencies as incurred obligations which have not been disbursed
as of June 30 are carried forward, with unused amounts expiring on
September 30. Because capital projects are often funded on a multi-
year basis, with the full appropriation being made in the first year even
though payments are actually made over multiple years, unused
appropriations for fixed capital outlay revert on February 1 of the
second fiscal year (the third fiscal year if for an educational facility or
a construction project of a State university).

Budget Shortfalls

Appropriations are maximum amounts available for expenditure
in the current fiscal year and are contingent upon the collection of
sufficientrevenues. The Governor and the Chief Financial Officer are
responsible for ensuring that revenues collected will be sufficient to
meet appropriations and that no deficit occurs in any state fund. A
determination that a deficit has occurred or will occur can be made by
either the Governor or the Chief Financial Officer after consultation
with the revenue estimating conference. If the Governor fails to certify
a deficit, the Speaker of the House of Representatives and President
of the Senate may do so after consultation with the revenue
estimating conference. A determination made by the Chief Financial
Officer is reported to the Governor, the Speaker of the House and the
President of the Senate, and subsequently to the Legislative Budget
Commission for further action, if neither the Governor nor the House
Speaker and Senate President certifies the existence of a deficit
within 10 days after the report by the Chief Financial Officer. Within
30 days after determining that a budget shortfall will occur, the
Governor is required to develop a plan of action to eliminate the
budget shortfall for the executive branch and the Chief Justice of the
Supreme Court is required to develop a plan of action for the judicial
branch.

Budget shortfalls of less than 1.5% of the money appropriated
from the General Revenue Fund during a fiscal year are resolved by
the Governor for the executive branch and by the Chief Justice of the
Supreme Court for the judicial branch, with the approval of the

Legislative Budget Commission, subject to statutory guidelines and

directives contained in the appropriations act. The statutory
guidelines include a requirement that all branches of government are
generally required to accept a proportional budget reduction. The
Governor for the executive branch and the Chief Justice for the
judicial branch may reduce appropriations by placing them in
mandatory reserve, or withhold appropriations by placing them in
budget reserve, in order to prevent deficits or implement legislative
directives in the General Appropriations Act.

If the revenue estimating conference projects a shortfall in the
General Revenue Fund in excess of 1.5% of the moneys
appropriated from the General Revenue Fund during a fiscal year,
the shortfall must be resolved by the legislature. Any available State
funds may be used in eliminating shortfalls in the General Revenue
Fund. Additionally, the legislature may eliminate a shortfall by
reducing appropriations.

Evaluation, Accounting and Auditing Procedures

Florida has an integrated general ledger accounting system
which provides on-line monitoring of budget commitments by
individual agency units. This system prevents agencies from
overcommitting available funds.

Each State agency supported by any form of taxation, licenses,
fees, imposts, or exactions must file with the Chief Financial Officer
financial and other information necessary for preparation of the
State’s annual financial statements. In addition, each such agency
must prepare financial statements showing the financial position and
results of agency operations as of June 30 for internal management
purposes. The Chief Financial Officer is responsible for preparing
the State’s combined annual financial report, copies of which are
available from the Chief Financial Officer, Division of Accounting and
Auditing. The Auditor General conducts annual audits of all officers
and agencies in the executive and judicial branches. Individual
agency audits are made in accordance with generally accepted
auditing standards and governmental auditing standards as adopted
by the State Board of Accountancy. In addition to the annual
financial and compliance audits, performance audits are made to
determine the efficiency and effectiveness of agency operations.

Systems and procedures are in place to enable the State and
its component units to comply in a timely manner with Governmental
Accounting Standards Board Statements No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions.

REVENUES

Major sources of tax revenues to the General Revenue Fund
are the sales and use tax, corporate income tax, intangible personal
property tax, beverage tax, and insurance premium tax. Unlike
many other jurisdictions, the State of Florida does not levy ad
valorem taxes on real property or tangible personal property,
nor does it impose a personal income tax.

Sales and Use Tax

The largest single source of tax receipts in Florida is the
sales and use tax. It is a uniform tax upon either the sale of
tangible personal property at retail or its use irrespective of where it
may have been purchased. The sales tax is 6% of the sales price of
tangible personal property sold at retail in the State, and the use tax
is 6% of the cost price of tangible personal property used or stored
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for use in this State. In addition, local governments may (by
referendum) assess a 0.5% or 1% discretionary sales surtax within
their county.

The sales tax is also levied on the following: (1) rental of
tangible personal property; (2) rental of transient lodging and non-
residential real property; (3) admissions to places of amusement,
most sports and recreation events; (4) non-residential utilities (at a
7% rate); and (5) restaurant meals.

Exemptions include groceries, medicines, hospital rooms and
meals, fuels used to produce electricity, electrical energy used in
manufacturing, purchases by certain nonprofit institutions, most
professional, insurance, and personal service transactions,
apartments used as permanent dwellings, the trade-in value of



motor vehicles, and residential utilities. The Legislature has, from
time to time, temporarily waived collection of sales taxes on such
items as clothing under certain prices, school supplies, and
hurricane preparedness items.

Receipts of the sales and use tax, with the exception of the
tax on gasoline and special fuels, are credited to either the
General Revenue Fund, counties and cities, the Ecosystem and
Restoration Management Trust Fund, the Public Employees
Relations Commission Trust Fund, or may bedistributed for the
use of sports facilities and to make emergency distributions to
qualified counties. Legislation was enacted in 2000 which
provides that 2.25% of sales tax receipts are to be deposited in the
Revenue Sharing Trust Fund for Counties in lieu of intangible
personal property taxes which were so distributed under prior law.

Motor Fuel Tax

The second largest source of State tax receipts is the tax
on motor and diesel fuels. However, these revenues are almost
entirely dedicated trust funds for specific purposes and are not
included in the State General Revenue Fund.

Taxes on motor fuels (gasoline) and diesel fuels include
several distinct fuel taxes: (1) the State sales tax on motor and
diesel fuels, levied at 6.9 cents per gallon; (2) the State excise tax
of four cents per gallon of motor and diesel fuel, with proceeds
distributed to local governments; (3) the State Comprehensive
Enhanced Transportation System (SCETS) tax, which is levied at a
rate in each county equal to two-thirds of the sum of the county's
local option motor fuel taxes, not to exceed 4 cents per gallon, for
motor fuel and 4 cents per gallon for diesel fuel; (4) aviation fuel, at
6.9 cents per gallon; and (5) local option motor fuel taxes, which
may range between one cent to 12 cents per gallon.

Most of the proceeds of the sales tax on motor and diesel
fuels are deposited into the State Transportation Trust Fund for
road maintenance and construction. The proceeds of the State
excise tax of four cents per gallon is distributed by formula to local
governments. The first two cents (described as the Constitutional
Gas Tax) are primarily pledged for each county's debt service
requirements, with any remaining balance deposited into the
county's transportation trust fund. The remaining two cents of the
excise tax (described as the County and Municipal Gas Taxes) are
part of the State Revenue Sharing Program. Proceeds from the
SCETS tax are, to the maximum extent possible, expended on road
projects in the counties in which the revenues are derived. Local
option gas taxes of one to 11 cents per net gallon, and the so-called
"ninth cent fuel tax" of one cent per net gallon, of motor and diesel
fuel may be levied by counties, for use by local governments for
transportation expenditures. Local Option Gas Tax revenues may
be pledged for payment of bonds issued by the Division of Bond
Finance on behalf of local governments to fund transportation capital
improvements.

Alcoholic Beverage Tax

Florida's alcoholic beverage tax is an excise tax on beer,
wine, and liquor. Fifty percent of the revenues collected from the
taxes on wine produced by manufacturers in this State from
products grown in this State are deposited in the Viticulture Trust
Fund. The remainder of revenues are deposited into the General
Revenue Fund.

Corporate Income Tax

Florida collects a tax upon the net income of corporations,
organizations, associations, and other artificial entities for the
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privilege of conducting business, deriving income, or existing within
the State. This tax is currently levied at a rate 5.5% of net corporate
income, less a $5,000 exemption. Beginning January 1, 2012, the
exemption increases to $25,000. Net income is defined as that
share of adjusted federal income which is apportioned to Florida.

All business income is apportioned by weighted factors of
sales (50%), property (25%), and payroll (25%).

Florida adopted an emergency excise tax to recoup taxes lost
through reductions in adjusted federal income resulting from the
Accelerated Cost Recovery System under federal tax law. As a
result of the 1986 Tax Reform Act, this tax has been repealed on
assets placed in service after January 1, 1987.

All receipts of the corporate income tax are credited to the
General Revenue Fund.

Documentary Stamp Tax

Deeds and other documents relating to realty are taxed upon
execution or recording at 70 cents per $100 of consideration.
Bonds, certificates of indebtedness, promissory notes, wage
assignments, and retail charge accounts are taxed upon issuance
or renewal at 35 cents per $100 of face value, or actual value if
issued without face value.

At its inception, documentary stamp tax proceeds were
credited to the General Revenue Fund. However, over the years a
series of statutory amendments have dedicated portions of the
proceeds to various trust funds for specific purposes. One of the
largest portions is dedicated to the Land Acquisition Trust Fund,
which receives 9.5% (less $6.3 million, which is distributed to the
General Revenue Fund) of collections. The 2005 legislature
enacted legislation which dedicates a portion (currently $541.75
million) of documentary tax collections which otherwise would have
gone to the General Revenue Fund, for growth management. In
addition, a measure was adopted, effective July 1, 2007, which limits
the dollar amount of distributions to certain funds, subject to
adjustment, beginning July 1, 2008, if collections exceed the prior
year’s receipts.

Documentary stamp tax collections are now effectively
distributed as follows:

63.31% Regarded as the General Revenue distribution, this portion
of collections is first applied to pay debt service on
Preservation 2000 Bonds, Florida Forever Bonds, and
Everglades Restoration Bonds. The balance of this
allocation goes to the General Revenue Fund after funding:

the State Transportation Trust Fund (the lesser of 38.2%
of the remainder or $541.75 million);
* to the Grants and Donations Trust Fund (the lesser of
.23% of the remainder or $3.25 million);
« the Ecosystem Management and Restoration Trust Fund
(the lesser of 2.12% of the remainder or $30 million);
« to fund the General Inspection Trust Fund (the lesser of
.02% of the remainder or $300,000);
3.128% to the Conservation and Recreation Lands Trust Fund;

0.392% to the State Game Trust Fund

.25% to the Department of Environmental Protection Water
Quality Assurance Trust Fund;
.25% to the Department of Agriculture and Consumer Services

General Inspection Trust Fund;



the lesserof % or$  million (%/$)

7.56% /$84.9  $6.3 million to General Revenue Fund, remainder

to Land Acquisition Trust Fund

1.94% | $26 to the Land Acquisition Trust Fund,

4.2% /$60.5 to the Water Management Lands Trust Fund,;

2.28% /$34.1 to the Invasive Plant Control Trust Fund;

5% /$9.3 to the State Game Trust Fund;
4.8475% to the State Housing Trust Fund;
11.3425% to the Local Government Housing Trust Fund.

Except to the extent needed to pay debt service on bonds,
proceeds are subject to an 8% general revenue service charge and
costs of the Department of Revenue necessary to collect and
enforce the tax.

Intangible Personal Property Tax

The State formerly levied an annual, recurring tax on intangible
personal property situated in the State, such as stocks, bonds,
notes, governmental leaseholds, and interests in limited
partnerships registered with the Securities and Exchange
Commission. Obligations issued by the State or local governmental
entities in Florida, or by the federal government, were exempt from
such taxation. The Legislature abolished the annual, recurring tax
as of January 1, 2007, effectively eliminating the tax on intangible
personal property held on or after January 2, 2006.

A non-recurring 2 mill tax continues to be levied on mortgages
and other obligations secured by liens on Florida realty. The tax is
payable upon recording the instrument or within 30 days of creation
of the obligation. The tax proceeds are deposited to the General
Revenue Fund.

Insurance Premium Tax

The insurance premium tax is a tax on insurance premiums
received by insurers. The tax is paid by insurance companies at the
following rates: 1.75% on gross premiums minus reinsurance and
return premiums; 1% on annuity premiums; 1.6% on self insurers;
and 5% on surplus lines premiums and independently procured
coverage. Corporation income taxes and emergency excise taxes
paid to Florida are credited against premium tax liability, as are
certain other taxes. In addition to the premium taxes imposed, a $2
surcharge is imposed on homeowner’s policies, and a $4 surcharge
is imposed on commercial policies issued or renewed on or after
May 1, 1993.

Assessments for Police and Firefighter pension funds are
distributed to local governments. Fire Marshal assessments, filing
fees and $125,000 annually, adjusted by the lessor of 20 percent or
the growth in total retaliatory taxes, are deposited into the Insurance
Regulatory Trust Fund. The remainder of the Premium Tax is
deposited to the General Revenue Fund. Surcharge collections are
deposited to the Emergency Management, Preparedness, and
Assistance Trust Fund, administered by the Department of
Community Affairs.

Gross Receipts Tax

The gross receipts tax is imposed at a rate of 2.5% of the gross
receipts of providers of electricity, natural gas, and
telecommunications services. Telecommunications services are
subject to a unified Telecommunications Services Tax, a portion of
which is collected with the gross receipts tax at revenue-neutral
rates.

All gross receipts tax collections are credited to the Public
Education Capital Outlay and Debt Service Trust Fund. The potential
impact of electric utility deregulation on gross receipts tax collections
cannot be determined at this time.

Communications Services Tax

The communications services tax is imposed on retail sales
of communications services which originate and terminate in Florida,
or originate or terminate in Florida and are billed to a Florida
address. Communications services include all forms of
telecommunications previously taxed by the gross receipts tax plus
cable television and direct-to-home satellite service.  The
communications services tax replaced certain sales and use taxes
and gross receipts taxes, at revenue-neutral rates. Communications
services tax receipts are included in sales tax and gross receipts tax
collections, as appropriate.

Other State Taxes

To the extent not pre-empted to the federal government, the
State levies a one-time excise tax on cigarettes, at rates based on
their weight and package quantity, and on other tobacco products at
the rate of 25% of the wholesale price. The State also imposes a
tax on racing and jai-alai admissions, and on contributions to pari-
mutuel pools, or "handle.”

Tobacco Litigation Settlement

As a result of settling litigation by the State against the
tobacco industry in 1997, Florida expects to receive more than $11
billion over 25 years. Payments are subject to adjustment for
various factors, including inflation and tobacco product sales
volume. Proceeds of the settlement are expected to be used for
children’s health care coverage and other health-related services, to
reimburse the State for medical expenses, forimprovements in State
efforts to reduce sales of tobacco products to minors, and to
promote production of reduced risk tobacco products.

A portion of the tobacco settlement revenues have been
deposited in the Lawton Chiles Endowment Fund to provide a
perpetual source of funding for health and human services for
children and elders, and for biomedical research activities. As of
June 30, 2010, the market value of the endowment was $626.8
million.

Lottery

In order to provide additional funding for education, the 1987
Legislature created the Department of the Lottery to operate a State
lottery. Revenues generated by the Florida Lottery are used to pay
prizes, fund the Educational Enhancement Trust Fund, and pay the
administrative costs of operating the lottery.

FLORIDA FINANCIAL INFORMATION

The following tables present information regarding the State’s historical and projected financial resources, as well as budgets by program

area and appropriations by department.



General Revenue Receipts?

Sales and Use Tax®
Beverage Licenses and Taxes
Corporation Income Tax
Documentary Stamp Tax
Corporate Filing Fees
Tobacco Tax
Insurance Premium Tax
Indian Gaming
Pari-mutuel Fees, Licenses and Taxes
Slot Machine Licenses GR
Intangible Personal Property Tax
Estate Tax
Interest Earnings
Auto Title and Lien Fees
Oil and Gas Severance Tax
Solid Mineral Severance Tax
Drivers Licenses and Fees
Motor Vehicle and Mobile Home Licenses
Article V Fees & Transfers
Medical and Hospital Fees
Motor Vehicle Fees and Charges
Fines/Foreitures/Judgements GR
Other GR
Total GR Collections and Transfers
Plus Service Charges to GR
Less Refunds of GR
Net GR Collections and Transfers

Trust Fund Revenues?®

Major Transportation Revenues:

Auto Title and Lien Fees

Motor Fuel Tax

Motor Vehicle and Mobile Home Licenses

Motor Vehicle Fees and Charges
Subtotal

Workers Insurance Tax:

Workers' Compensation Tax

Workers' Comp. Special Disability

Unemployment Compensation Tax
Subtotal

Conservation and Recreational Lands:
Documentary Stamp Tax
Solid Mineral Severance Tax
Oil and Gas Severance Tax
Sales and Use Tax
Subtotal

Education - Tuition , Fees and Charges:
Slot Machine Tax to Education
Lottery to Education

Subtotal

Agencies’ Administrative Trust Funds:
Beverage Licenses and Taxes
Insurance Premium Tax
General Inspection Fees and Licenses
Citrus Inspection Fees and Licenses
D.F.S. and Treas Fees, Licenses & Taxes
Citrus Taxes
Hunting and Fishing Licenses
Pari-mutuel Fees, Licenses and Taxes
Professional Fees and Licenses
Drivers' Licenses and Fees
Slot Machine Licenses and Fees
Lottery to Administration

Subtotal

Five Year History of Trust Fund and General Revenues*
(millions of dollars)

2005-06 2006-07 2007-08 2008-09 2009-10
$19,367.4 $19,435.2 $18,428.9 $16,531.4 $16,014.7
590.4 637.5 609.2 582.1 585.7
2,405.4 2,4437 2,216.8 1,833.4 1,790.0
1,241.8 625.5 203.4 130.2 143.3
191.7 196.2 220.1 239.9 238.1
277.6 279.2 271.1 278.9 205.8
611.7 697.4 672.1 614.7 649.2
0.0 0.0 0.0 0.0 287.5
16.0 32.1 22.4 15.1 15.7
0.0 0.0 45 4.9 12.0
1,085.0 772.6 436.3 200.0 158.7
71.4 43.4 0.0 0.0 0.0
320.8 4731 4463 126.8 118.1
34.5 33.1 29.0 24.2 182.3
7.2 7.2 9.0 4.4 2.2
15.3 10.3 12.4 13.6 10.8
74.4 715 71.3 82.8 172.8
0.8 0.8 0.8 0.7 311.0
87.5 103.9 113.7 258.2 190.6
181.0 172.6 165.9 138.1 210.2
1.9 0.0 0.0 0.0 75.1
56.5 60.9 58.8 18.6 18.2
355.3 399.5 223.3 151.9 233.4
26,849.8 26,3305 24,2153 21,319.1 21,625.7
532.1 4405 362.6 304.7 435.2
(317.3) (366.9) (465.8) (598.2) (537.8)
27,064.5 26,404.1 241121 21,025.6 21,523.1
114.8 109.7 100.9 86.9 118.1
1,814.4 1,871.1 1,867.4 1,824.3 1,855.4
554.4 572.3 536.3 499.9 777.2
248.0 246.2 246.8 236.9 213.9
2,731.7 2,799.3 2,751.4 2,648.0 2,964.5
71.0 53.4 33.6 17.1 19.5
248.7 239.5 189.3 144.1 112.4
1,233.3 1,037.6 874.6 879.5 1,155.5
1,552.9 1,330.5 1,097.5 1,040.6 1,287.5
2,658.4 2,286.9 1,678.2 956.3 900.7
19.0 18.0 22.3 51.8 39.4
11 0.9 2.7 2.1 1.3
62.9 63.9 63.9 60.7 237
2,741.4 2,369.7 1,767.1 1,070.9 965.1
0.0 48.2 122.3 104.1 136.4
1,218.5 1,256.4 1,277.1 1,284.8 1,247.3
1,218.5 1,304.5 1,399.4 1,388.9 1,383.8
75.5 39.7 23.3 30.7 27.6
57.8 80.0 36.2 43.7 51.0
50.6 52.5 53.3 61.0 57.4
20.8 19.7 13.1 18.2 14.8
117.8 128.6 130.0 149.8 100.2
33.5 41.8 53.2 49.0 414
36.5 36.2 44.3 45.1 475
17.6 1.8 11.4 14.1 10.9
75.5 71.2 56.0 69.2 185
59.8 56.4 50.5 51.2 125.1
0.0 13.4 10.1 5.0 4.6
966.1 966.0 904.3 951.7 836.1
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(Five Year History of Trust Fund and General Revenues - continued)

Other Trust Fund Revenues for State Use: 2005-06 2006-07 2007-08 2008-09 2009-10
Tobacco Tax 167.8 163.6 161.8 157.0 1,129.1
Lottery to Prizes 2,349.3 2,461.6 2,504.0 2,260.8 2,324.7
Tobacco Fines/Forfeitures/Judgements Trust 389.7 396.4 398.4 388.8 363.7
Other Fines/Forfeitures/Judgements Trust 270.8 256.2 299.9 274.4 236.7
Article V Fees 104 (5.5) 1.2) 1.3 496.6
Interest Earnings 351.0 535.7 615.8 311.5 153.0
Miscellaneous Revenues* 162.9 169.2 187.6 176.6 157.2
Other Trust 2,136.7 2,417.8 2,305.6 1,826.2 2,335.2

Subtotal 5,838.5 6,395.1 6,471.9 5,396.6 7,196.1
Total Trust Fund Revenue for State Use 15,049.1 15,165.2 14,391.6 12,496.8 14,632.9

Revenues Shared With Local Governments
and School Districts

Sales and Use Tax 2,382.1 2,378.0 2,228.5 2,017.4 1,953.6
Beverage Licenses and Taxes 12.9 13.4 13.5 14.1 13.7
Documentary Stamp Tax 158.1 120.4 73.4 36.2 34.6
Insurance Premium Tax 146.1 168.1 175.1 156.3 156.4
Article V Fees 19.3 19.8 21.9 19.4 0.0
Motor Fuel Tax 421.7 419.4 406.4 387.7 388.4
Oil and Gas Severance Tax 1.2 1.2 1.6 1.3 0.4
Solid Mineral Severance Tax 11.7 8.3 8.5 8.0 8.4
Gross Receipts Tax® 975.8 1,067.6 1,126.0 1,126.2 1,097.7
Mtr Vehicle and Mobile Home Licenses 138.2 140.6 133.2 1194 124.7
Tobacco Taxes 11.4 11.2 10.9 11.1 8.0
Other Fees, Licenses and Taxes® 52.2 73.5 56.6 58.5 55.6
Total Local Government 4,330.7 4,401.7 4,255.4 3,955.8 3,841.5

Federal and Local Assistance

Counties and Cities 60.9 32.6 88.1 72.6 73.5
U.S. Government 17,732.0 17,393.1 17,818.3 20,483.0 28,124.9
Other Grants 108.3 94.9 105.1 147.1 232.9
Total Federal and Local Assistance 17,901.2 17,520.5 18,011.5 20,702.7 28,431.4
Summary of Trust Fund and General Revenue® 2005-06 2006-07 2007-08 2008-09 2009-10
General Revenue $26,849.8 $26,330.5 $24,215.3 $21,025.6 $21,523.1
Trust Fund 15,049.1 15,165.2 14,391.6 12,496.8 14,632.9
Revenues Shared with Local Governments 4,330.7 4,401.7 4,255.4 3,955.8 3,841.5
Donations & Fed Assistance 17,912.1 17,621.3 18,011.5 20,702.7 28,431.4
Total Direct Revenues $64,141.7 $63,518.7 $60,873.8 $58,180.9 $68,428.9

Source: Florida Office of Economic and Demographic Research, Fall 2010.

* Numbers may not add due to rounding.

The Trust Fund portion of each tax source may include an obligatory General Revenue service charge, thereby reducing the dollars available
for appropriations out of the trust fund.

Includes portion of Communications Services Tax.

Includes an unknown amount of General Revenue appropriations.

Shown before transfers of General Revenue service charges and refunds.

2
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FUNDS AVAILABLE 2008-09
Balance forward from 2007-08
Miscellaneous adjustments
Revenue collections
Transfers from trust funds
Transfer from Budget Stabilization Fund

GENERAL REVENUE FUND
FINANCIAL RETROSPECT AND OUTLOOK STATEMENTS!

Retrospect Statement
Fiscal Years 2008-09, 2009-10

(millions of dollars)

Transfer from Lawton Chiles Endowment Fund .........
Transfer from Florida Housing Finance Corporation . . ...

Repayment of storm related loans?

FCO reversions

Cancellation of warrants
Federal funds interest earnings rebate
Total 2008-09 funds available

EXPENDITURES 2008-09
Operations .............
Aid to Local Government
Fixed Capital Outlay
FCO/Aid to Local Governments
Nonoperating disbursements
Total 2008-09 expenditures

Ending Balance

Budget Stabilization Fund
Available Reserves

FUNDS AVAILABLE 2009-10
Balance forward from 2008-09
Miscellaneous adjustments
Revenue collections
Transfers from trust funds

FCO reversions

Federal funds interest earnings rebate
Total 2009-10 funds available

EXPENDITURES 2009-10
Operations .............
Aid to Local Government
Fixed Capital Outlay
FCO/Aid to Local Government
Nonoperating disbursements
Total 2009-10 expenditures

Ending Balance

Budget Stabilization Fund
Available Reserves

Recurring

Funds

$0.0
0.0
20,962.0
0.0
0.0
0.0
0.0
0.0
0.0
(0.9)
(2.7)
$20,958.4

$11,202.0

11,820.3
(134.6)

0.0

0.0

$22,887.7

($1,929.3)

$0.0

0.0
21,488.8
0.0

0.0

(0.6)
$21,488.2

$9,299.3
10,958.6
52.7

0.0

0.0
$20,310.6

$1,177.6
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Non-Recurring

Funds

$320.9
195
74.4
939.8
1,072.4
700.0
190.0
9.3

5.6

2.0

0.0
$3,333.9

$374.3
20.1
328.4
47.8
2.6
$773.2

$2,560.7

$631.4
0.1

46.7
599.1
30.8

0.0
$1,308.1

$838.4
58.5
10.0
2.9

2.6

$912.4

$395.7

Total
All

Funds

$320.9
195
21,036.4
939.8
1,072.4
700.0
190.0
9.3

5.6

11

2.7
$24,292.3

$11,576.3
11,840.4
193.8
47.8

2.6
$23,660.9

$631.4
$281.3
$912.7

$631.4
0.1
21,535.5
599.1
30.8

(0.6)
$22,796.3

$10,137.1
11,017.1
62.7

2.9

2.6
$21,223.0

$1,573.2
$276.0
$1,849.2



FINANCIAL OUTLOOK STATEMENT ®
Fiscal Years 2010-11, 2011-12, 2012-13, 2013-14
including results of the July 27, 2011 Revenue Estimating Conference (millions of dollars)

FUNDS AVAILABLE 2010-11

Balance forward from 2009-10 ......................
Estimatedrevenues ................ i ..
Transfers fromtrustfunds .........................
Federal funds interest earnings rebate . . ..............

Total 2010-11 funds available ....................

EFFECTIVE APPROPRIATIONS 2010-11

Operations . ... ...t
Aid to local government ............... ... . ... ...,
Fixed capitaloutlay . .......... ... .. i
Fixed capital outlay/aid to local government ...........
Transfer to Campaign Financing TF . .................
Indian Gaming county revenue sharing ...............
Reappropriations ............ .. .. i

Failed Contingency Appropriation (Section 73, GAA)

Restoration of appropriation (H11-A) .................
Budget Amendment (EOG# AFP5) ..................
SB2000 (2011) appropriations .. ....................
SB2000 (2011) appropriations/vetoes . ...............
SB2000 (2011) reverted appropriations . ..............
Supplemental appropriation bills (2011) . ..............

Total 2010-11 effective appropriations .............

Ending Balance®* .. ... ... ... .. ... . ..

FUNDS AVAILABLE 2011-12

Balance forward from 2010-11 ......................
Estimatedrevenues ............ ... ... ...
Transfers fromtrustfunds .........................
Unused appropriations/reversions . ..................
Additional Reversions . ........... .. ... . . i,
FCOreversions .............iiiiiiiiinnn...
Federal funds interest earningsrebate . . ..............

Total 2011-12 funds available ....................

EFFECTIVE APPROPRIATIONS 2011-12

General Appropriations Act (SB2000) ................
Transfer to Budget Stabilization Fund ................
Supplemental appropriations . ......................
Appropriations placed inreserve ....................
VeES ...

Total 2011-12 effective appropriations ..............

EndingBalance ........... .. .. ... i

FUNDS AVAILABLE 2012-13

Balance forward from 2011-12 . .....................
Estimatedrevenues .......... ... ... ... ...
Unused appropriations/reversions . ..................
FCOTeversions . ..........ouuiiiinininnan.n.
Federal funds interest earningsrebate . . ..............

Total 2012-13 funds available . ....................

FUNDS AVAILABLE 2013-14

Estimatedrevenues ................ciiiiiiin...
Unused appropriations/reversions . ..................
FCOTreversions ............iiiiiiiiinnn.
Federal funds interest earnings rebate . . ..............

Total 2013-14 funds available .....................

Source: Office of Economic and Demographic Research.

1

Recurring

Funds

$0.0
22,194.7
0.0

(4.3)
$22,190.4

$10,839.5
11,693.8
74.2

$22.618.0

($427.6)

$0.0
23,615.3

(4.3)
$23,611.

$22,819.5

(4.3)
$25,271.

$26,871.9
0.0
0.0

(4.3)
$26,867.6

Based on November 15, 2010 Retrospect and the July 27, 2011 Revenue Estimating Conference.

Hurricane related loans were made through budget amendments, which anticipate repayment from FEMA funds.

3 The Budget Stabilization Fund is available to address budget shortfalls or to provide emergency funding, as described in "STATE FINANCIAL OPERATIONS - Budget Shortfall"
in this Appendix A. Hurricane related budget amendments transferred $11 million to the Casualty Insurance Risk Management Trust Fund in Fiscal Year 2004-05 and $11.8
million in Fiscal Year 2005-06. Such transfers must be restored in five equal annual transfers from the General Revenue Fund, commencing in the third Fiscal Year following
that in which the expenditure was made. As of July 27, 2011, $2.1 million remained unpaid.
The amount of $1,072.4 million was transferred out of the Budget Stabilization Fund to the General Revenue Fund in Fiscal Year 2008-09. Section 215.32(3) F.S. stipulates
that repayments to the fund are appropriated in five equal installments beginning in the third year following the year in which the expenditure was made, unless otherwise
established by law. Per the aforementioned statute, the first repayment was appropriated for 2011-12, and four additional repayments in the amount of $214.5 million will
be required for Fiscal Year 2012-13 through Fiscal Year 2015-16.

This financial statement is based on current law as it is currently administered. It does not include the potential effect of any legal actions which might affect revenues or
appropriations. The Attorney General periodically issues an update on any such litigation. In addition, it does not recognize any deficits in any spending programs unless
specifically stated.
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Non-Recurring
Funds

$1,573.2
356.9
366.7
0.0
$2,296.8

$984.6
358.8
54
79.2

$1,436:2

$860.6

$433.0
179.8
388.5
83.6
43.9

2.0

0.0
$1,130.8

$363.2
2145
76.5
(0.5)
(68.7)
$584.9

$545.9

$1,357.5
219.3
83.6

2.0

0.0
$1,662.4

$191.7
83.6
2.0

0.0
$277.3

Total
All

Funds

$1,573.2
22,551.6
366.7

(4.3)
$24,487.2

$11,824.1
12,052.6
79.6

79.2

$24,054:2

$433.0

$433.0
23,795.1
388.5
83.6
43.9

2.0

(4.3)
$24,741.8

$23,182.7
2145
86.5

(0.5)

(98.9)
$23,384.3

$1,357.5

$1,357.5
25,495.1
83.6

2.0

(4.3)
$26,933.9

$27,063.6
83.6
2.0

(4.3)
$27,144.9



Actual and Projected General Revenues

The actual general revenue collections for Fiscal Year 2009-10 of $21,523.1 million were $497.9 million, or 2.4%, more than collections for
Fiscal Year 2008-09. Actual general revenue collections for Fiscal Years 2008-09 and 2009-10, and projections adopted at the March 18, 2011
meeting of the Revenue Estimating Conference for Fiscal Years 2010-11 through 2013-14, are shown in the following table.

General Revenues
Fiscal Years 2008-09 through 2013-14
(millions of dollars)

Act. 2008-09 Act. 2009-10 Est. 2010-11 Est. 2011-12 Est. 2012-13 Est. 2013-14
% % % % %
Actual Actual  Change' Estimate Change' Estimate Change' Estimate Change’ Estimate  Change'
SalesTax-GR ................ $16,531.4 $16,014.7 (3.1)% $16,513.3 3.1% $17,436.4 5.6% $18,816.7 7.9% $19,962.2 6.1%
Beverage Tax & Licenses ... .... 582.1 585.7 0.6 5322 (9.1) 523.0  (L.7) 509.6 (2.6) 4921 (3.4)
Corporate Income Tax .......... 1,833.4 1,790.0 (2.4) 1,908.2 6.6 2,112.4 10.7 2,139.8 13 2,204.0 3.0
Documentary Stamp Tax® ... .... 130.2 143.3 10.1 165.4 15.4 218.0 318 313.9 44.0 575.9 83.5
TObACCO TaX . . vveveeeeann .. 278.9 205.8 (26.2) 216.8 5.3 2149  (0.9) 214.2 (0.3) 214.3 -
Insurance Premium Tax . ........ 614.7 649.2 5.6 649.6 0.1 620.8 (4.4) 639.1 2.9 647.0 1.2
Pari-Mutuels Tax .............. 20.0 27.7 38.5 243  (12.3) 241  (0.8) 22.4 (7.1) 24.2 8.0
Intangibles Tax® ............... 200.0 158.7 (20.7) 174.9 10.2 204.1 16.7 237.0 16.1 275.1 16.1
Interest Earnings .............. 126.8 118.1 (6.9) 1255 6.3 117.5 (6.4) 170.5 45.1 257.7 511
Indian Gaming Revenues ....... - 287.5 - 139.7 (51.4) 145.5 4.2 221.2 52.0 226.0 2.2
Highway Safety Licenses & Fees* 124.0 746.0 501.6 977.2 31.0 1,061.0 8.6 1,098.4 35 1,123.8 2.3
Medical & Hospital Fees ........ 138.1 210.2 52.2 202.1 3.9 307.8 52.3 334.8 8.8 304.7 (9.0)
Severance Taxes .............. 18.0 13.0 (27.8) 17.2 32.3 16.4 4.7) 16.5 0.6 16.8 1.8
Corporation Filing Fees ......... 239.6 238.1 (0.6) 263.7 10.8 255.5 (3.1) 260.5 2.0 267.0 25
Service Charges ............... 304.7 435.2 42.8 456.5 4.9 487.6 6.8 502.1 3.0 511.2 1.8
Other Taxes, Licenses & Fees . . . . 4815 4375 9.1) 376.3  (14.0) 405.0 7.6 373.3 (7.8) 362.8 (2.8)
Less: Refunds ................ (598.2) (537.8)  (10.1) (330.4) (38.6) (305.3) (7.6)  (315.7) 3.4 (324.6) 238
Net General Revenue:® ......... $21,025.2 $21,523.1 2.4% $22,412.5 4.1% $23,844.7 6.4% $25,554.3 7.2% $27,140.2 6.2%

Source: Office of Economic and Demographic Research, March 18, 2011 Consensus Revenue Estimating Conference.

Represents percentage change from prior year, based on current estimates.

Florida law redirects to various trust funds Documentary Stamp Tax Collections which otherwise would go into the General Revenue Fund, an amount
which is set forth as percentages of Documentary Stamp Tax Collections with an aggregate cap of $657.3 million.

The decline in Fiscal Year 2009-10 reflects repeal of the annual recurring tax.

The substantial increase in Highway Safety Licenses and Fees in Fiscal Year 2009-10 reflect the implementation of rate increases adopted by the 2009
Legislature.

May not add due to rounding.

Noe

ENENY

o

The projections are based on the best information available when the estimates are made. Investors should be aware that there have been
material differences between past projections and actual general revenue collections; no assurance can be given that there will not continue
to be material differences relating to such amounts.
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Program

General Revenue
Education
Human Services
Criminal Justice & Corrections
Natural Resources, Environment

Growth Mngmt, & Transportation
General Government

Judicial Branch

Total General Revenue

Trust Funds

Education

Human Services

Criminal Justice & Corrections

Natural Resources, Environment
Growth Mngmt, & Transportation

General Government

Judicial Branch

Total Trust Funds

Total All Funds

Education

Human Services

Criminal Justice & Corrections

Natural Resources, Environment
Growth Mngmt, & Transportation

General Government

Judicial Branch

Total All Funds

Operating and Fixed Capital Outlay Budget By Program Area
Fiscal Years 2007-08 through 2011-12
(In Millions of Dollars)

2007-08 2008-09 2009-10 2010-11 2011-12

Operating ECO Operating ECO Operating ECO Operating ECO Operating ECO
$14,410.2 $96.9 $12,932.9 $8.8 $11,377.2 $10.9 $12,494.9 $6.4 $11,887.1 $29.3
7,632.7 29.6 7,147.6 - 5,200.6 - 6,703.4 5.4 7,012.8 14
3,578.2 202.9 3,521.6 343.9 3,487.5 455 3,420.9 744 3,269.7 74.7
413.4 146.0 256.0 21.2 168.7 0.5 158.6 24.4 166.3 63.0
1,432.7 45.3 961.9 25.8 763.4 4.9 847.7 6.7 612.4 18.4

446.8 13.6 403.7 - 1346 - 46.9 - 47.6 -
$27,914.0 $534.3 $25,223.7 $399.7 $21,132.0 $61.8 $23,672.4 $117.3 $22,995.9 $186.8
$5,215.5 $4,135.7 $5,214.0 $2,948.4 $7,947.1 $1,937.2 $7,666.6 $2,347.3 $6,214.5 $1,769.7
16,147.5 46.3 16,129.4 95.7 20,824.8 17.9 21,754.7 18.8 22,927.3 49.7

615.9 0.5 659.9 0.5 1,221.4 1.0 1,155.6 - 1,134.0 -
3,345.4 9,314.4 2,908.0 8,906.8 2,375.0 6,749.3 2,478.7 7,116.9 2,150.4 8,479.3
3,461.2 80.9 3,567.4 112.8 3,729.0 222.6 3,554.9 78.8 3,290.4 67.0
21.4 - 34.6 - 316.7 - 415.1 0.4 411.6 -
$28,806.9 $13,577.8 $28,513.3 $12,064.2 $36,414.0  $8,928.0 $37,025.6  $9,562.2 $36,128.2 $10,365.7
$19,626.0  $4,233.0 $18,147.0  $2,957.0 $19,324.0  $1,948.0 $20,162.0  $2,354.0 $18,101.6  $1,799.0
23,780.2 75.9 23,277.0 95.7 26,025.4 17.9 28,458.1 24.2 29,940.1 51.1
4,194.1 203.4 4,181.5 344.4 4,708.9 46.5 4,576.5 74.4 4,403.7 74.7
3,758.8 9,460.4 3,163.9 8,928.0 2,543.7 6,749.8 2,637.3 7,141.3 2,316.7 8,542.3
4,893.9 126.2 4,529.2 138.5 4,492.4 227.5 4,402.6 85.5 3,902.8 85.4
468.2 13.6 438.3 - 451.3 - 462.0 0.4 459.2 -
$56,721.2 $14,112.5 $53,736.9 $12,463.6 $57,545.7  $8,989.7 $60,698.5  $9,679.8 $59,124.1 $10,552.5

Source: Annual Conference Committee Report on General Appropriations Bills as passed by the Legislature, before veto messages; does not reflect appropriations made in other legislation or budget

amendments.



STATE DEBT

As a general rule, bonds of the State or its agencies are
issued by the Division of Bond Finance pursuant to the State Bond
Act, ss. 215.57-.83, Florida Statutes. During the 2001 Session the
Florida Legislature formalized in statute an annual Debt Affordability
Study to be used as a tool for measuring, monitoring and managing
the State’s debt. The State debt fiscal responsibility policy, s.
215.98, Florida Statutes, establishes debt service to revenues as the
benchmark debt ratio to estimate future debt capacity, using a target
ratio of 6% and a cap of 7%. The estimated future debt capacity is
intended to provide legislative policy makers with information to
measure the financial impact of new financing programs and to
assist them in formulating capital spending plans.

The study first looks at total State debt outstanding,
separating the debt into net tax-supported debt and self supporting
debt. Net tax-supported debt is repaid by the State from a specified
tax revenue source or general appropriation of the State. Self
supporting debt is reasonably expected to be repaid from project
revenue or loan repayments. Some but not all of State debt is
additionally secured by the full faith and credit of the State.

State Full Faith and Credit Debt

Atrticle VII, Section 11(a) of the Florida Constitution authorizes
the issuance of bonds pledging the full faith and credit of the State
to finance or refinance State capital outlay projects upon approval
by vote of the electors, provided that the outstanding principal
amount may not exceed 50% of total State tax revenues for the two
preceding fiscal years. There are currently no bonds outstanding
under this authorization.

All of Florida’s full faith and credit debt which is currently
outstanding has been issued under separate constitutional authority
which also authorizes the pledge of a dedicated tax or other revenue
source as well. Such debt includes bonds for pollution control and
abatement and solid waste disposal (operating revenues,
assessments); right-of-way acquisition and bridge construction
(motor fuel or special fuel taxes); public education capital outlay
(gross receipts taxes); roads within a county (second gas tax); and
school districts or community colleges (motor vehicle license
revenues). Although these bonds are not subject to the above-
referenced debt limitation, each program has debt service coverage
tests which must be met prior to issuance.

State Revenue Bonds

The Florida Constitution authorizes the issuance of bonds to
finance or refinance State capital outlay projects, which are payable
from funds derived directly from sources other than State tax
revenues.
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Bonds outstanding under this authorization include financings
for the State University System, individual universities, community
colleges, public schools, State owned office facilities, toll roads,
ports, and other transportation projects. The Constitution specifically
authorizes the issuance of bonds to fund student loans; to finance
housing; and to refund outstanding bonds at a lower net interest
cost. The Constitution was amended in 1998 to expressly permit the
issuance of bonds pledging a dedicated State tax source for the
purposes of conservation, outdoor recreation, water resource
development, restoration of natural systems, or historic preservation.

Bonds may also be issued, which are payable from
documentary stamp taxes deposited in the Land Acquisition Trust
Fund for conservation and recreation purposes, including Everglades
restoration.

Other Obligations

Although most debt of the State or its agencies is issued
through the Division of Bond Finance, there are other entities which
issue bonds or incur other long term obligations which are secured by
State revenues. These include the Florida Housing Finance
Corporation, the Florida Correctional Finance Corporation, the
Department of Corrections, the Department of Juvenile Justice, the
Department of Children and Families, the Florida Hurricane
Catastrophe Fund Finance Corporation and the Inland Protection
Financing Corporation. The Florida Legislature has also dedicated
2.59% of cigarette tax collections to the H. Lee Moffitt Cancer Center
and Research Institute, for 10 years, which are pledged to secure
bonds issued by the City of Tampa. The City of Tallahassee issued
bonds to finance relocation of the developmental research school of
Florida State University. The bonds are payable from lease revenues
appropriated to the University each year. The State’s Chief Financial
Officer has a consolidated equipment financing program for State
agencies and a lease purchase financing for replacement of the
State’s accounting and cash management systems, which are subject
to annual appropriation. The State's five water management districts
have authority to issue bonds secured by certain moneys from the
Water Management Lands Trust Fund.

The Florida Water Pollution Control Financing Corporation was
created to finance projects through the State’s Department of
Environmental Protection which are authorized under the federal
Clean Water Act. The corporation is authorized to issue bonds
secured through the repayment of loans to local government entities.
The principal amount of such bonds which may be issued shall not
exceed $300 million in any Fiscal Year.



State of Florida

Debt Outstanding by Type and Program

As of June 30, 2010
(In Million Dolfars)

Debt Type

Net Tax

-Supported Debt

Self-Supporting Debt

Total
Net Tax

I State Debt Outstanding
-Supported Debt

Education

Public Education Capital Outlay
Capital Outlay

Lottery

University System Improvement
Community Colleges

Total Education

Environmental

Preservation 2000 / Florida Forever
Everglades Restoration Bonds
Conservation and Recreation
Save Our Coast
Inland Protection

Total Environmental

Transportation
Right-of-Way Acquisition and Bridge Construction

Apprt

State Infrastructure Bank
P3 Obligations
Florida Ports

Total Transportation
opriated Debt / Other
Facilities
Master Lease
FLAIR Lease
Energy Saving Contracts
Prisons
DMS Aircraft Lease
Juvenile Justice
Children & Families
Affordable Housing
Sports Facility Obligations
Florida High Charter School
Lee Moffitt Cancer Center

Total Appropriated Debt / Other

Total Net Tax-Supported Debt Outstanding

Self-Supporting Debt
Education

University Auxiliary Facility Revenue Bonds

Environmental

Tran

Florida Water Pollution Control
sportation
Toll Facilities

State Infrastructure Bank Revenue Bonds

Road and Bridge
Total Transportation

Total Self-Supported Debt Outstanding

Source: State of Florida, 2010 Debt Affordability Study.

$ 11,

2,

2,

1,

1,

$ 3

Per Capita Tax Supported Debt
For Fiscal Years Ended June 30

Total Principal

Population1 Outstanding2
Year (thousands) (millions)
2000 15,882 $14,117.3
2001 16,248 14,490.5
2002 16,588 15,421.7
2003 16,969 16,186.1
2004 17,401 16,891.8
2005 17,816 17,455.3
2006 18,240 17,865.6
2007 18,602 18,339.6
2008 18,783 20,328.7
2009 18,767 22,372.9
2010 18,761 23,5657.3

230.4
6427
940.4
234.4
1058

3511
2243

10.8
952

821.4

24.4
694.3
282.7

394.0
141

397
721.7

127
1267
156.2
3739

186

31.0

,450.1

75.6
88.0

Amount
$ 23,557.3
4,610.5

$ 281678

$ 15153.7

2,687.0

3,8229

1,893.7

$ 23,5573

$ 673.3

3236

3,613.7

$ 4,610.5

Per
Capita

$889
892
930
954
971
980
979
986
1,082
1,192
1,256

* Population estimate by the Office of Economic and Demographic Research, Florida Legislature, (November, 2010).
2 State of Florida 2010 Debt Affordability Study; excludes refunded debt.
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Total State Debt Outstanding As of June 30, 2010

Self-Supporting Debt Net Tax-Supported Debt Total Existing Debt

Fiseal
Year Principal Interest Total Principal Interest Total Principal Interest Total
2011 4 170,879,034 § 215,835,707 § 386,714,741 1,143,432,982 § 1,071,961,693 § 2,215,354,675 3 1,314,312,016 § 1,287,797,400 2,602,109,416
2012 193,004,720 210,691,731 403,696,451 1,186,702,306 1,023,833,280 2,210,535,586 1,379,707,026 1,234,525,011 2,614,232,037
2013 203,978,396 201,838,087 405,816,483 1,245,336,608 966,137,726 2,211,474,334 1,449,315,003 1,167,975,814 2,617,290,817
2014 252,295,906 195,807,037 448,102,942 1,032,119,942 904,281,141 1,936,401,083 1,284,415,847 1,100,088,178 2,384,504,025
2015 255,012,226 189,235,086 444,347,312 1,190,504,321 854,845,925 2,045,350,246 1,445,516,547 1,044,081,011 2,486,597,558
2016 212,693,665 174,685,817 387,375,482 1,137,556,829 806,165,812 1,543,722,641 1,350,250,494 $80,851,629 2,331,102,123
2017 208,804,718 163,750,556 372,555,314 1,164,035,507 759,473,418 1,923,513,325 1,372,844,625 $23,224,014 2,296,068,639
2018 215,841,696 153,688,616 369,530,312 1,179,921,216 710,581,422 1,850,502,639 1,385,762,912 864,670,038 2,260,432,951
2018 222,207,320 143,200,464 365,407,784 1,149,888,489 661,610,716 1,811,459,204 1,372,085,808 804,811,180 2,176,506,989
2020 209,864,840 132,513,419 342,378,259 1,147,697,459 613,231,115 1,760,928,574 1,357,562,299 745,744,534 2,103,306,833
2021 216,040,936 122,175,330 338,216,266 1,167,366,666 565,197,422 1,732,564,088 1,383,407,602 687,372,752 2,070,780,354
2022 194,602,194 111,722,631 306,324,825 1,182,010,458 516,770,236 1,698,780,734 1,376,612,692 628,492,867 2,005,105,55%
2023 183,088,512 102,256,923 285,345,435 1,154,021,802 448,774,241 1,603,756,043 1,337,110,314 552,031,164 1,885,141,478
2024 147,199,626 93,345,421 280,545,047 1,058,417,178 400,705,035 1,459,122,213 1,245 616,804 484 050,456 1,739,667,260
3025 192,584,722 84,231,265 276,815,987 986,212,114 345,653,424 1,331,865,538 1,178,796,836 429 884 689 1,608,681,525
2026 172,155,144 74,887,827 247,043,071 822,042,150 304,125,376 1,126,167,566 884,157,334 379,013,303 1,373,210,637
2027 173,278,780 66,555,762 239,834,542 742,839,349 269,771,640 1,012,610,989 916,118,129 336,327,402 1,252,445,532
2028 139,122,000 58,386,844 197,508,844 664,764,139 253,253,588 918,017,727 803,886,139 311,640,432 1,115,526,572
2028 129,457,000 51,661,925 181,118,525 576,601,768 226,882,724 803,484,493 706,058,768 278,544,649 984,603,417
2030 118,534,000 45,316,484 164,250,484 526,960,750 205,636,582 732,597,332 645,854,750 250,953,065 856,847,816
2031 114,195,000 39,275,678 153,470,678 472,160,607 188,474,313 660,634,920 586,355,507 227,749,991 814,105,537
2032 114,335,000 33,449,101 147,784,101 459,666,362 173,506,247 633,173,109 574,001,862 206,955,348 780,957,210
2033 119,685,000 27,740,283 147,435,283 417,587,152 158,835,851 576,413,043 537,282,192 186,566,134 723,848,325
2034 111,130,000 21,761,550 132,891,590 358,662,682 141,316,668 495,579,350 465,752,682 163,078,258 632,870,940
2035 95,550,000 16,209,428 111,755,428 329,680,262 133,593,584 463,673,846 425,230,262 150,203,012 575,433,274
2036 76,145,000 11,283,920 87,428,920 304,701,311 128,261,501 432,863,211 380,846,311 139,545,821 520,392,131
2037 44,200,000 7,359,271 51,558,271 269,436,777 121,407,377 390,844,154 313,636,777 128,766,648 442,403,425
2038 33,620,000 4,936,385 38,556,385 171,859,961 115,364,166 287,224,127 205,475,961 120,300,551 325,780,512
2038 35,180,000 2,900,553 38,090,553 105,358,659 106,172,032 211,530,651 140,548,658 109,072,585 249,621,243
2040 15,410,000 770,500 16,180,500 53,388,543 117,138,060 170,526,603 68,788,543 117,208,560 186,707,103
2041 - - 42,364,050 93,962,954 136,327,004 42 364,050 93,962,954 136,327,004
3042 - - 41,401,452 97,836,135 138,227,587 41,401,452 97,826,135 139,227,587
2043 41,682,132 103,793,053 145,475,185 41,682,132 103,793,053 145,475,185
2044 26,596,299 64,851,508 91,447,807 26,596,299 64,851,508 91,447,807
2045 4,270,710 7,746,857 12,017,567 4,270,710 7,746,857 12,017,567

s 4,610,515,434 § 2,757,473,780 § 7,367,989,214 23,557,254,011 $ 13,662,933,222 $ 37,220,187,233 5 28,167,769,444 $ 16,420,407,002 $ 44,588,176,447

1 A Public/Private Partnership obligation of the Department of Transportation is included in net tax-supported debt. The Department of Transportation has assumed the full annual payment obligation; however, certain
payments are expected from non-tax sources. For the purpose of showing net-tax supported payments, the payments from other sources have not been considered.
Source: State of Florida 2010 Debt Affordability Report.



Net Tax-Supported Bonds Issued Since July 1, 2010
(chronological, by date of issuance)

State Board of Education Lottery Revenue Refunding Bonds, Series 2010D .. ... .. it
Less: Lottery Revenue Bonds refunded . ... ... ... .
State Board of Education Public Education Capital Outlay Refunding Bonds, 2010 SerieS A .. ... ... i
Less: Public Education Capital Outlay Bonds refunded . . .. ... ... ..
State Board of Education Lottery Revenue Refunding Bonds, Series 2010E .. ... . .. .
Less: Lottery Revenue Bonds refunded . ... ... ... .
State Board of Education Capital Outlay Bonds, 2010 Series A .. ...t e
Less: Capital Outlay Bonds refunded . . . ... .. ...
State Board of Education Public Education Capital Outlay Bonds, 2007 Series H . ... .. .. i
State Board of Education Lottery Revenue Refunding Bonds, Series 2010F .. ... ... .. .
Less: Lottery Revenue Bonds refunded . ... ... ... .
State Board of Education Public Education Capital Outlay Bonds, 2008 SeriesE . ... ... ... i
State Board of Education Public Education Capital Outlay Bonds, 2010 Series B . ... ... ... . i
State Board of Education Public Education Capital Outlay Refunding Bonds, 2011 SerieS A . ... .. .. i
Less: Public Education Capital Outlay Bonds refunded . ... ... ... .
State Board of Education Public Education Capital Outlay Refunding Bonds, 2011 SerieSB .. ....... ... ... ...
Less: Public Education Capital Outlay Bonds refunded . ... ... ...
Department of Transportation Right-of-Way Acquisition and Bridge Construction Refunding Bonds, Series 2011A ...........
Less: Right-of-Way Acquisition and Bridge Construction BoNdS . . . .. ... . ot
State Board of Education Public Education Capital Outlay Bonds, 2008 Series F&G .. ... ... it
Less: Public Education Capital Outlay Bonds refunded . ... ... ...
State Board of Education Public Education Capital Outlay Refunding Bonds, 2011 SerieSC .. ...t
Less: Public Education Capital Outlay Bonds refunded . ... ... ...

Self Supporting Bonds Issued Since July 1, 2010
(chronological, by date of issuance)

Board of Governors Florida State University Mandatory Student Fee Revenue Bonds, Series 2010A . .....................
Board of Governors Florida State University Dormitory Revenue Bonds, Series 2010A .. .. .. ... it
Florida Water Pollution Control Financing Corporation Water Pollution Control Revenue Bonds, Series 2010A ..............
Board of Governors University of North Florida Mandatory Student Fee Revenue Bonds, Series 2010A&B . ................
Board of Governors Florida State University Parking Facility Revenue Bonds, Series 2011A . ......... . . ...

Less: Florida State University Bonds refunded . . ... ... ... e
Board of Governors University System Improvement Revenue Refunding Bonds, Series 2011A . . ......... ... ... ...

Less: University System Improvement Bonds refunded . . ... ...
Board of Governors University of Florida Clinical Translational Research Building Revenue Bonds, Series 2011 .. ...........
Department of Transportation Turnpike Revenue Bonds, Series 2011A . .. ... . i e e e

Less: Turnpike Revenue Bonds refunded . . ... ...

(Remainder of page intentionally left blank)
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$109,750,000
(126,080,000)
179,870,000
(195,180,000)
223,425,000
(244,845,000)
53,405,000
(25,470,000)
167,200,000
169,830,000
(182,250,000)
200,000,000
154,800,000
336,750,000
(360,485,000)
173,045,000
(181,715,000)
114,500,000
(121,135,000)
144,500,000
(78,510,000)
220,885,000

(233,755,000)
$498,535,000

$31,320,000
18,910,000
225,000,000
15,635,000
22,145,000
(6,775,000)
38,930,000
(42,580,000)
29,838,000
150,165,000

(47,580,000)
$435,008,000



STATEMENT OF ASSETS AND LIABILITIES

Administered by State Chief Financial Officer

Currency and Coins

Unemployment Compensation Investments Due From U.S Treasury -Unemployment TF

Deferred Compensation Assets
Bank Accounts
Consolidated Revolving Account
Total Cash, Receivables, and Other Assets

Certificates of Deposit
Securities
Total Investments
Total Assets of the Division of Treasury

General Revenue Fund
Trust Fund ©)
Budget Stabilization Fund

Total Three Funds

ASSETS
JUNE 30, 20 JUNE 30, 2010
$300,000.00 $300,000.00
@ 68,128,132.17 455,037,633.39
@ 2,628,812,977.50 2,206,219,558.43
@ 35,535,100.20 46,260,933.63
@ 353.388.20 196.830.41

$2,733,129,598.07

$703,100,000.00
—$17,640,993,579.05
$20,374,123,177.12

$2,708,014,955.86

$1,008,000,000.00
—17.181.803.060.63

—$18.180.803.060.63
$20,897,818,916.49

LIABILITIES
JUNE 30, 2011
$1,716,090,420.96
9,373,683,133.85
279,157,304.63

$11,368,930,859.44

JUNE 30, 2010
$2,398,971,129.58
9,525,487,126.94
274,915,763.40

$12,199,374,019.92

Adjustments m $12,399,399.68 $68,340,290.01
Due to Special Purpose Investment Accounts ® 6,363,626,552.30 6,423,688,217.72
Due to Deferred Compensation Participants and/or Program @ 2,628,812,977.50 2,206,219,558.43
Due to Consolidated Revolving Account Agency Participants @ 353.388.20 196.830,41

Total Liabilities of the Division of Treasury

$20,374,123,177.12 $20,897,818,916.49

Source: Annual Report of the State Chief Financial Officer for the Fiscal Year Ended June 30, 2011.

1

2

3

Unemployment Trust Fund - Represents U.C. Benefit Funds invested by the Federal Government and due from U.S. Treasury.
Includes plan assets held in the Deferred Compensation Trust Fund for the exclusive benefit of participants and their beneficiaries.
Represents the "Per Reconciled Cash Balance" of $57,839,769.85 as of June 30, 2011 with receipted items in transit of $135,750,193.06 and

disbursed items in transit of ($148,611,897.31) which nets to ($12,861,704.25). These items have cleared the bank but have not been posted to the
State ledger. The Total Bank Accounts figure does not include $11,892,235.98 held in clearing and\or revolving accounts outside the Treasury.

The amount due to agency participants in the Consolidated Revolving Account as of June 30, 2011 is $7,493,388.20. Of this, $353,388.20is in a
financial institution account and $7,140,000.00 is invested in Special Purpose Investment Accounts.
Includes Purchased Interest in the amount of $2,220,616.26.

Included in the Trust Fund Balance is $5,144,823,903.72 earning interest for the benefit of Trust Funds, Unemployment Trust Fund balance of
$68,128,132.17, and the remaining balance of $4,160,731,097.96 earning interest for General Revenue.
Represents $8,109,119.68 interest not yet receipted to State Accounts and Securities Liability Cost of $4,290,280.00 which settles July 1, 2011.

Represents Chief Financial Officer's Special Purpose Investment Accounts held in the Treasury Investment Pool and interest due to those accounts.
The Chief Financial Officer’s Special Purpose Investment Accounts are investments on behalf of state agencies with funds outside the Chief Financial
Officer's Cash Concentration System and other statutorily created entities.

Note: June 30, 2011
Total Market Value of all Securities held by the Treasury. $17,842,226,955.49

June 30, 2010
$18,439,474,089.39
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FLORIDA RETIREMENT SYSTEM

(Source: Florida Department of Management Services, Division of Retirement)

General. The Florida Retirement System (FRS) was estab-
lished by the Florida Legislature effective December 1, 1970 pursuant
to Chapter 121, Florida Statutes (the “Act”) by consolidating the state’s
existing State-administered retirement systems into one system. The
FRS provides retirement, disability and death benefits for participating
public employees. The FRS is a cost-sharing, multiple employer,
retirement plan. The FRS Defined Benefit Program (also referred to as
the FRS Pension Plan) is administered by the Division of Retirement
in the Department of Management Services. The assets of the FRS
Defined Benefit Program are held in the FRS Trust Fund and are
invested by the State Board of Administration. The FRS Investment
Plan is the defined contribution plan alternative to the FRS Pension
Plan and is administered by the State Board of Administration. In
addition to these two primary, integrated programs there are non-
integrated defined contribution plan alternatives available to targeted
employee groups in the State University System, the State Community
College System, and members of the Senior Management Service
Class.

In a defined benefit pension plan, a periodic benefit is paid to
retired employees in a fixed amount determined at the time of
retirement determined by a formula. The amount of the periodic benefit
is generally determined on the basis of service credits and salary. The
benefit is paid to the retiree for life and, if applicable, a survivor benefit
is paid to the designated beneficiary of the retiree.

In a defined contribution plan, the investment earnings on the
required contributions to the plan represent the employee’s benefits.
Instead of benefits guaranteed by formula, the contributions to the
employee account are guaranteed and investment risk is assumed by
the employee. Since the State’s obligation to make contributions to the
defined contribution plan does not extend beyond the required
contribution from current payroll, the defined contribution plan is fully
funded as long as these contributions are made.

FRS membership is compulsory for employees working in
regularly established positions for a state agency, county governmental
unit, district school board, state university, state community college or
participating city, independent special district, charter school or
metropolitan planning district. There are five classes of plan
membership: Regular Class, Special Risk Class, Special Risk
Administrative Support Class, Elected Officers' Class ("EOC"), and
Senior Management Service Class ("SMSC"). Elected officials who are
eligible to participate in the EOC may elect to withdraw from the FRS
altogether or to participate in the SMSC in lieu of the EOC. Regular
Class membership covers any position that is not designated to
participate in any other membership class.

Participation by cities, municipalities, special districts, charter
schools, and metropolitan planning districts although optional, is
generally irrevocable once the election to participate is made. As of
June 30, 2010, there were 976 participating employers, and 1,080,678
individual participants, as follows:

Retirees & Beneficiaries
Terminated Vested Participants

A-26

DROP Participants ........................ 33,577
Active Vested Participants . ................. 477,386
Active Non-vested Participants ........... 177,981
TOTAL i 1,080,678

' Excludes Teachers’ Retirement System Survivors’ Benefit ("TRS-SB"),

General Revenue payment recipients and FRS Investment Plan members
who received a distribution.

Benefits. Chapter 2011-68, Laws of Florida, became law on
July 1, 2011. Chapter 2011-68 provides for significant reforms to the
FRS, most notably by requiring that FRS members contribute to the
FRS and by establishing a “two-tier” benefit system with less
generous benefits for employees who became members of the FRS
on or after July 1, 2011 (“New Employees”), as compared to those
provided to employees who were members of the FRS prior to July 1,
2011 (“Existing Employees”). See “2011 Legislation Affecting FRS
Benefits and Funding” below for further details. FRS Pension Plan
members receive one month of service credit for each month in which
any salary is paid. Members vest after 6 years for service retirement
benefits for all membership classes for Existing Employees and 8
years of service retirement benefits for all membership classes for
New Employees. Members vest after 8 years for non-duty related
disability benefits. After they are vested, members are eligible for
normal retirement when they have met the minimum age or service
requirements for their membership class. For members of the
Regular Class, SMSC and the EOC, normal retirement is age 62, or
30 years of service regardless of age, for Existing Employees, and
age 65, or 33 years of service regardless of age, for New Employees.
For members of the Special Risk Class and the Special Risk
Administrative Support Class, normal retirement is age 55, or 25
years of service regardless of age, for Existing Employees, and age
60, or 30 years of service regardless of age, for New Employees.
Early retirement may be taken any time after vesting subject to a 5%
benefit reduction for each year prior to normal retirement age.

Summary of FRS Pension Plan Benefits

Vesting Regular Class, Special Risk
Period SMSC, EOC Classes
Existing 62 years old or 55 years old or
Employees 6 years 30 years of service 25 years of service
New 65 years old or 60 years old or
Employees 8years  33years of service 30 years of service

Retirement benefits under the FRS Pension Plan are computed
by a formula utilizing age and/or years of service at retirement,
average final compensation and total percentage based on the
accrual value by plan or membership class of service credit. Article
X, Section 14 of the State Constitution prohibits increasing
benefits without concurrently providing for funding the increase
on a sound actuarial basis.

FRS Pension Plan members who reach normal retirement may
participate in the Deferred Retirement Option Program (DROP), a
program which allows a member to effectively retire while deferring
termination and to continue employment for up to 60 months. During
DROP participation the member’s retirement benefits accumulate in



the FRS Trust Fund, earning monthly interest at an equivalent annual
rate of 6.50 percent for members with an effective DROP begin date
before July 1, 2011, and an equivalent annual rate of 1.3 percent for
members with a effective DROP begin date on or after July 1, 2011.
At termination the member's DROP accumulation may be paid out as
a lump sum, a rollover, or a combination of these two payout methods
and the member begins receiving monthly benefits determined when
DROP participation began, increased by annual cost of living
adjustments.

FRS Investment Plan members have employer contributions
submitted to the investment providers chosen from those offered under
the plan. FRS Investment Plan members receive one month of service
credit for each month in which any salary is paid and vest after one
year for service under the FRS Investment Plan. If a present value
amountis transferred from the FRS Pension Plan to the member's FRS
Investment Plan account as the opening balance, the member must
meet the FRS Pension Plan vesting requirement for any such
transferred funds and associated earnings.

FRS Investment plan members vestimmediately for in-line-of-duty
disability benefits or after eight years for non-duty related disability
benefits and may elect to surrender their account balance to the FRS
Trust Fund to receive guaranteed monthly benefits under the FRS
Pension Plan. Alternatively, FRS Investment Plan members may retain
their account balance to fund their future retirement needs in lieu of
guaranteed monthly benefits under the FRS Pension Plan. After they
are vested, and upon termination, FRS Investment Plan members may
leave their funds invested in the plan, receive a lump-sum payment of
their account balance, rollover their monies into another eligible plan
qualified under the Internal Revenue Code, or a combination of these
options.

The service retirement benefits of FRS Investment Plan members
are determined by their account balances at the time they choose to
retire. FRS Investment Plan members may leave their funds invested
in the plan, structure periodic benefit payments under their investment
contracts, rollover their funds to a different qualified plan, receive a
lump-sum payment representing their account balance in part or in
whole, or a combination of these options.

Senior Management Service Class members; State University
System faculty, Executive Service staff, and Administrative and
Professional Service staff; and State Community College System
faculty and certain administrators may elect to participate in the
existing, non-integrated optional defined contribution programs for
these targeted employee groups instead of either of the two primary
integrated programs offered under the FRS, the FRS Pension Plan and
the FRS Investment Plan.

Funding. Prior to July 1, 2011, employers paid all required
contributions. Beginning July 1, 2011, employees began contributing
3% of their salary as retirement contributions, on a pre-tax basis, with
the employer automatically deducting the employee contributions from
the employees’ salary. The contribution rates for the FRS Investment
Plan are set by statute and the FRS Pension Plan rates, which are
determined annually by the Legislature based on an actuarial valuation
and any plan changes adopted during the legislative session. (See
"Schedule of Funding Progress" below). These two rates are “blended”
to create the uniform contribution rate for the primary, integrated FRS
programs as required under Part Ill of Chapter 121, F.S. FRS
employers pay a single rate for members of the two primary, integrated
FRS plans. The portion of the required FRS Investment Plan
contribution rate destined for the member’s account is forwarded to the
FRS Investment Plan’s third party administrator and the balance is
forwarded to the FRS Pension Plan. The employer contribution rates
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for the non-integrated defined contribution plans are set by statute
and forwarded to the specified provider company under the program.

2011 Legislation Affecting FRS Benefits and Funding. Chapter
2011-68, Laws of Florida, became law on July 1, 2011 and provides
for significant reforms to the FRS, most notably by requiring that FRS
members contribute to the FRS and phasing out post-retirement cost-
of-living adjustments. The changes also effectively establish a “two-
tier” benefit system with less generous benefits for employees who
are initially enrolled in the FRS on or after July 1, 2011, as compared
to those provided to employees who were initially enrolled in the FRS
prior to July 1, 2011. Among other changes, Chapter 2011-68
provides:

Employee Contributions -

. Effective July 1, 2011, most FRS members must contribute 3%
of their salary as retirement contributions, on a pre-tax basis,
automatically deducted by the employer

. Members participating in the Deferred Retirement Option
Program (DROP) and re-employed retirees who are not allowed
to renew membership are not required to make 3% contributions

DROP -

. The annualized DROP interest rate will be 1.3% for members
whose DROP participation begins on or after July 1, 2011

. Members with an effective DROP begin date on or before
June 30, 2011 will retain an annual interest rate of 6.5%

Cost-of-Living Adjustment (COLA) -

. Members with an effective retirement date (includes DROP
participation) before August 1, 2011 will retain their 3% post-
retirement COLA

. Members with an effective retirement date or DROP begin date
on or after August 1, 2011 will have an individually calculated
COLA that is a reduction from 3% and will be calculated by
dividing the total years of service before July 1, 2011 by the
total years of service at retirement, and then multiplying the
result by 3% to get the retiree’s COLA

. Members initially enrolled on or after July 1, 2011, will not have
a post-retirement COLA

Benefit changes for members first enrolled in the FRS on or after
July 1, 2011 -

. Vesting requirement for FRS Pension Plan benefit eligibility is
increased from 6 to 8 years of creditable service

. The average final compensation used in calculating retirement
benefits is increased to the highest 8 (rather than the highest
5) fiscal years of salary

. Increased the “normal retirement date” for unreduced benefit
eligibility
. For members of the Regular Class, Senior Management

Service Class and Elected Officers Class, to

. The first day of the month the member reaches age
65 (rather than 62) and is vested, or



. The first day of the month following the month the member
completes 33 (rather than 30) years of creditable service,
regardless of age before age 65

. For members of the Special Risk Class, to

. The first day of the month the member reaches age
60 (rather than 55) and is vested, or

. The first day of the month following the month the
member completes 30 (rather than 25) years of
creditable service in the Special Risk Class,
regardless of age before age 60.

Actuarial Valuation of Assets. The Actuarial Value of Assets
measures the value of the assets available in the Florida Retirement
System Trust Fund to pay benefits. The actuarial valuation measure
reflects a five-year averaging methodology (the "Asset Smoothing
Method"), as required by Section 121.031(3)(a), Florida Statutes.
Under the Asset Smoothing Method, the expected actuarial value of
assets in the Florida Retirement System Trust Fund is determined by
crediting the rate of investment return assumed in the valuation
(7.75%) to the prior year's actuarial value of assets and net cash flow.
Then, 20% of the difference between the actual market value and the
expected actuarial value of assets is recognized. The actuarial value
of assets are also restricted by a 20% corridor around the market value
of assets. The actuarial value of assets used for the valuation is the
lesser of the actuarial value described above or 120% of market value
but not less than 80% of the market value. The Asset Smoothing
Method, which is an allowed method for determining the Actuarial
Value of Assets under GASB 25, prevents extreme fluctuations in the
actuarial value of assets, the Unfunded Actuarial Accrued Liability
(UAAL) and the funded ratio that may otherwise occur as a result of
market volatility. Asset smoothing delays recognition of gains and
losses, however, thereby providing an actuarial value of assets that
does not reflect the market value of Florida Retirement System Trust
Fund assets at the time of measurement. As a result, presenting the
actuarial value of assets using the Asset Smoothing Method might
provide a more or less favorable presentation of the current financial
position of a pension plan than would a method that recognizes
investment gains and losses annually.

The actuarial valuation of the FRS uses a variety of assumptions
to calculate the actuarial accrued liability and the actuarial value of
assets. No assurance can be given that any of the assumptions
underlying the actuarial valuations will reflect the actual results
experienced by the FRS. Variances between the assumptions and
actual results may cause an increase or decrease in the actuarial value
of assets, the actuarial accrued liability, the UAAL, or the funded ratio.
As of June 30, 2010, FRS actuarial determinations are based on the
following:

Actuarial Cost Method:
Amortization method:

Entry Age Normal
Level Percentage of Pay, Open

Equivalent Single amortization period: 30 years!
Asset valuation method: 5-year Smoothed Method
Investment rate of return: 7.75%

Projected salary increases: 5.85%?

Inflation level: 3.00%

Cost of living adjustments:  3.00%

! Used for GASB Statement #27 reporting purposes.

2 Includes individual salary growth of 4.00 percent plus an age- and service-
graded merit scale defined by gender and employment class. See Table
A-2 of the July 1, 2010 actuarial valuation report for merit scale.
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The FRS requires its actuaries to conduct an actuarial experience
study every five years. The purpose of the experience study is to
compare the actual plan experience compared to the assumptions for
the previous five-year period and determine the adequacy of the non-
economic actuarial assumptions including, for example, those relating
to mortality, retirement, disability, employment, and turnover of the
members and beneficiaries of the FRS. Based upon the results of this
review, the FRS Assumptions Conference may adopt such actuarial
assumptions as it deems appropriate for incorporation beginning with
the valuation following the experience study period.

Assumed Investment Rate of Return. The actuarial valuation
assumes an investment rate of return on the assets in the Florida
Retirement System Trust Fund. Due to the volatility of the
marketplace, however, the actual rate of return earned by the Florida
Retirement System Trust Fund on its assets may be higher or lower
than the assumed rate. Changes in the Florida Retirement System
Trust Fund 's assets as a result of market performance will lead to an
increase or decrease in the UAAL and the funded ratio. The five-year
asset smoothing method required by Florida law attenuates the impact
of sudden market fluctuations. Only a portion of these increases or
decreases will be recognized in the current year, with the remaining
gain or loss spread over the remaining four years.

Adverse market conditions resulted in negative investment returns
on the Florida Retirement System Trust Fund’s assets in Fiscal Years
2008 and 2009, resulting in a significant reduction in the Funded Ratio
and a corresponding increase in the UAAL. Although investment
returns in Fiscal Year 2010 were positive, no assurance can be given
about future market performance and its impact on the UAAL.

The assumed rate of investment return for Fiscal Year 2009-10
was 7.75 percent, with the actual return calculated on the basis of fair
value which was 14.03 percent. As of June 30, 2010, the Florida
Retirement System Trust Fund was valued at $109.34 billion (market
value), and invested in the classes and approximate percentages as
follows:

35.6% Domestic Equities
18.9% Foreign Equities
28.5% Fixed Income
2.0% High Yield
6.4% Real Estate
4.1%  Alternative Investments
4.1%  Strategic Investments
0.4% Cash

For additional information, see the Florida Retirement System
Pension Plan Annual Report under the “System Information” tab of the
“Publications” page on their website at: http://frs.myflorida.com or
contact the Division of Retirement, P.O. Box 9000, Tallahassee, Florida
32315-9000.

For a discussion of investment policies, see
“MISCELLANEOUS - Investment of Funds - Investment by the
Board of Administration” in the body of this Official Statement.

Financial statements are prepared using the accrual basis of
accounting, and reporting is done in accordance with Government
Accounting Standards Board requirements.



Annuitants and Annualized Benefit Payments Under the FRS Pension Plan
(in thousands where amounts are dollars)

Fiscal Year 2005-06" 2006-07* 2007-08 ° 2008-09* 2009-10?
Annuitants 250,496 263,198 276,252 289,602 302,978
Benefits Payments (000 omitted) $3,791,807 $4,127,517 $4,488,653 $4,878,227 $5,299,541
Average Benefits $15,137 $15,682 $16,248 $16,845 $17,492

Source: Florida Department of Management Services, Division of Retirement. Florida Retirement System Annual Reports for Fiscal Years 2005-06 through 2009-10.
! Excludes FRS Investment Plan, General Revenue, Institute of Food and Agricultural Sciences Supplemental Program and TRS-SB recipients and payments, as well
as DROP participants, payouts and accrued benefits.

2 Excludes FRS Investment Plan, General Revenue, and TRS-SB recipients and payments, as well as DROP participants, payouts and accrued benefits.

Funded Status. As of the end of Fiscal Year 2010, as
shown in the table below, the FRS had an aggregate UAAL of
approximately $30.30 billion on a market value basis and $18.72
billion on an actuarial basis (using the Asset Smoothing Method).

The respective Funded Ratios for these UAALs are 78.30% and
86.59%. The UAAL increased from $136.4 billion in Fiscal Year 2009
to $139.7 billion in Fiscal Year 2010. The following tables summarize
the current financial condition and the funding progress of the FRS.

Schedule of Funding Progress
Actuarial Value of Assets

(thousands of dollars)

Actuarial UAAL as a
Actuarial Accrued Liability Unfunded Annualized Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio (%) Payroll * Payroll
Date (@ (b) (b-a) (a/b) (©) ((b-a)lc)
July 1, 2001 95,517,948 80,993,718 (14,524,230) 117.93% 21,360,862 (68.00)%
July 1, 2002 99,405,677 86,469,774 (12,935,903) 114.96 22,195,184 (58.28)
July 1, 2003 101,906,723 89,251,331 (12,655,392) 114.18 22,270,807 (56.83)
July 1, 2004 106,707,426 95,185,433 (11,521,993) 112.10 23,115,581 (49.85)
July 1, 2005 111,539,878 103,925,498 (7,614,380) 107.33 24,185,983 (31.48)
July 1, 2006 117,159,615 110,977,831 (6,181,784) 105.57 25,327,922 (24.41)
July 1, 2007 125,584,704 118,870,513 (6,714,191) 105.65 26,385,768 (25.45)
July 1, 2008 130,720,547 124,087,214 (6,633,333) 105.35 26,891,340 (24.67)
July 1, 2009 118,764,692 136,375,597 17,610,905 87.09 26,573,196 66.27
July 1, 2010 120,929,666 139,652,377 18,722,711 86.59 25,765,362 72.67
Source: Florida Department of Management Services, Division of Retirement, Florida Retirement System Annual Reports.
*Includes DROP payroll.
Schedule of Funding Progress
Market Value of Assets
(thousands of dollars)
Actuarial Accrued Unfunded Annualized UAAL
Market Value Liability (AAL) AAL Funded Covered as a Percentage
of Assets® Entry Age? (UAAL) Ratio (%) Payroll® of Coverage Payroll
Fiscal Year (a) (b) (b-a) (a/b) (c) (b-a)/c)
2001 $98,206,820 80,993,718 (17,213,102) 121.25% 21,360,862 (80.58)%
2002 89,529,016 86,469,774 (3,059,242) 103.54 22,195,184 (13.78)
2003 90,416,381 89,251,331 (1,165,050) 101.31 22,270,807 (5.23)
2004 102,409,370 95,185,433 (7,223,937) 107.59 23,115,581 (31.25)
2005 109,875,206 103,925,498 (5,949,708) 105.72 24,185,983 (24.60)
2006 118,354,931 110,977,831 (7,377,100) 106.65 25,327,922 (29.13)
2007 136,280,545 118,870,513 (17,410,032) 114.65 26,385,768 (65.98)
2008 126,936,897 124,087,214 (2,849,683) 102.30 26,891,340 (10.60)
2009 99,579,208 136,375,597 36,796,389 73.02 26,573,196 138.47
2010 109,344,318 139,652,377 30,308,059 78.30 25,765,362 117.63

* Source: State Board of Administration of Florida. Market value is determined as of June 30 of each Fiscal Year.

2 Source: Florida Department of Management Services, Division of Retirement, Florida Retirement System Annual Reports. Actuarial Accrued Liability is determined
as of the July 1 immediately after the end of each Fiscal Year.
% Includes DROP payroll. Source: Florida Department of Management Services, Division of Retirement, Florida Retirement System Annual Reports.
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The following table shows employer contributions to the FRS Pension Fund for Fiscal Years 2001 through 2010.

Employer Contributions to the FRS Pension Fund
(thousands of dollars)

State Non-State Total Annual Required
Fiscal Year Contributions Contributions Contributions Contributions?
2001 $540,343 $1,510,668 $2,051,012 $1,869,731
2002 449,383 1,328,549 1,777,932 1,825,485
2003 372,226 1,429,785 1,802,012 1,844,203
2004 435,254 1,464,128 1,899,382 2,044,540
2005 519,531 1,669,084 2,188,615 2,141,862
2006 538,498 1,781,878 2,320,376 2,193,928
2007 671,356 2,366,330 3,037,687 2,455,255
2008 672,485 2,520,215 3,192,700 2,612,672
2009 678,777 2,556,630 3,235,407 2,535,854
20102 687,182 2,463,392 3,150,574 2,447,374

Percent
Contributed

Amount
Unfunded

109.69%
97.39
97.71
92.90

102.18

105.76

123.72

122.20

127.59

128.73

$47,553
42,191
145,158

Source: Florida Department of Management Services, Division of Retirement, Florida Retirement System Annual Reports.
*Annual Required Contributions are determined by the actuarial valuation of the FRS Pension Fund.

2Preliminary, subject to change.

RETIREE HEALTH INSURANCE SUBSIDY AND OTHER POSTEMPLOYMENT BENEFITS

(The information contained under the heading “RETIREE HEALTH INSURANCE SUBSIDY AND OTHER POSTEMPLOYMENT BENEFITS”
has been obtained from the State of Florida’s Comprehensive Annual Financial Reports except as otherwise indicated.)

Retiree Health Insurance Subsidy Program

The Retiree Health Insurance Subsidy (HIS) Program is a cost-
sharing multiple-employer defined benefit pension plan established
under Section 112.363, F.S. The benefit is a monthly payment to
assist retirees of state-administered retirement systems in paying their
health insurance costs and is administered by the Division of
Retirement within the Department of Management Services. For the
fiscal year ended June 30, 2010, eligible retirees and beneficiaries
received a monthly HIS payment equal to the number of years of
creditable service completed at the time of retirement multiplied by $5.
The payments are at least $30 but not more than $150 per month,
pursuant to Section 112.363, F.S. To be eligible to receive a HIS
benefit, a retiree under a state-administered retirement system must
provide proof of health insurance coverage, which can include

Medicare. The HIS Program is funded by required contributions from FRS
participating employers as set by the Legislature. Employer
contributions are a percentage of gross compensation for all active FRS
members. For the fiscal year ended June 30, 2010, the statutorily required
contribution rate was 1.11% of payroll pursuant to Section 112.363, F.S.
The State has contributed 100% of its statutorily required contributions for
the current and preceding two years. HIS contributions are deposited in a
separate trust fund from which HIS payments are authorized. HIS benefits
are not guaranteed and are subject to annual legislative appropriation. In
the event the legislative appropriation or available funds fail to provide full
subsidy benefits to all participants, the legislature may reduce or cancel
HIS payments.

Information relating to the statutorily required State contribution, benefits paid and the resulting trust fund assets is shown below, for Fiscal Years

ending June 30.

Retiree Health Insurance Subsidy Program Information
(in thousands where amounts are dollars)

2006 2007
Recipients 220,757 232,406
Contributions $301,748 $326,052
Benefits Paid $275,603 $290,656
Trust Fund Net Assets $192,467 $238,353

2008 2009 2010
244,390 256,452 269,999
$334,819 $341,569 $332,023
$305,682 $321,742 $338,892
$275,139 $294,547 $291,459
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Beginning with Fiscal Year 2006-07, the Department of Management Services has obtained biennial actuarial valuations of assets and liabilities
of the HIS Program, and actuarially determined Annual Required Contributions for the HIS Program.

HIS actuarial determinations are based on the following:

Valuation Date:
Actuarial Cost Method:
Amortization method:

July 1, 2010
Entry Age Normal
Level Percentage of Pay, Open

Equivalent Single amortization period: 30 years®
Asset valuation method: Market Value
Actuarial Assumptions:
Investment rate of return: 4.00%
Projected salary increases: 5.85%°
Inflation level: 3.00%
Cost of living adjustments:  0.00%

Source: Florida Department of Management Services, Division of Retirement.

! Used for GASB Statement #27 reporting purposes.

2 Includes individual salary growth of 4.00 percent plus an age- and service-graded merit scale defined by gender and employment class. See Table

A-2 of the July 1, 2010 actuarial valuation report for merit scale.

Retiree Health Insurance Subsidy Program Schedule of Funding Progress
(thousands of dollars)

Actuarial UAAL as a

Actuarial Accrued Liability Unfunded Annualized Percentage

Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll * Payroll
Date (&) (b) (b-a) (a/b) (c) ((b-a)lc)
July 1, 2006 $192,808 $4,667,058 $4,474,250 4.13% $27,712,320 16.15%
July 1, 2008 $275,139 $5,109,683 $4,834,544 5.38% $30,665,477 15.77%
July 1, 2010 $291,459 $8,464,530 2 $8,173,071 3.44% $31,717,281 25.77%

Source: State of Florida Comprehensive Annual Financial Reports and Florida Department of Management Services, Division of Retirement.

! Includes DROP and PEORP payroll.

2 The actuarially assumed investment rate of return decreased from 7.75% to 4.00%, resulting in an increase in the actuarially accrued liability.

Schedule of Employer Contributions
(thousands of dollars)

Fiscal Year Ended Annual Required

June 30 Contribution (ARC)"
2006 N/A?
2007 $363,175
2008 $391,847
2009 $395,256
2010 $409,546

Contribution as a

Actual Contribution Percentage of ARC

$301,748 N/A
$326,052 90%
$334,819 85%
$341,569 86%
$332,023 81%

Source: State of Florida Comprehensive Annual Financial Reports and Florida Department of Management Services, Division of Retirement.

' The Annual Required Contribution is the actuarially determined cost of the benefits allocated to the current year, consisting of the normal cost, that is the portion of the actuarial
present value of the benefits and expenses which is allocated to a valuation year, and a payment to amortize the unfunded actuarial accrued liability.

2 First valuation completed July 1, 2006, which determined ARC for Fiscal Year 2006-07.

Other Postemployment Benefits (OPEB)

The following is based on the actuarial valuation as of July 1, 2009 of
the State Employees’ Health Insurance Program.

Plan Description

The State implicitly subsidizes the healthcare premium rates paid
by retirees by allowing them to participate in the same group health plan
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offered to active employees. Although retirees pay 100% of the
premium amount, the premium cost to the retiree is implicitly subsidized
due to increasing health care costs with age and the commingling of the
claims experience in a single risk pool with a single premium
determination for active employees and retirees under age 65. Section
110.123, F.S., authorizes the offering of health insurance benefits to
retired state and university employees. Section 112.0801, F.S., requires



all public employers that offer benefits through a group insurance plan
to allow their retirees to continue participation in the plan. The law also
requires the claims experience of the retirees under 65 group to be
combined with the claims experience of active employees for premium
determination and the premium offered to retired employees to be no
more than the premium applicable to active employees. Retirees under
age 65 pay the same premium amounts as applicable to active
employees. Retirees over age 65 are included in the overall risk pool but
pay a lesser premium amount than is applicable to active employees
because the plan is secondary payer to Medicare Parts A and B. The
State Employees’ Group Health Insurance Program (Program) operates
as a cost-sharing multiple-employer defined benefit health plan;
however, current administration of the Program is not through a formal
trust and therefore disclosure requirements are those applicable to an
agent multiple-employer plan. The Division of State Group Insurance
within the Department of Management Services is designated by
Section 110.123, F.S., to be responsible for all aspects of the purchase
of healthcare for state and university employees and retirees under the
Program. There are eighteen participating employers including the
primary government of the state, the eleven state universities, and other
governmental entities. There was an average enrollment of 177,197
contracts including 35,588 retirees and 141,609 employees and COBRA
participants for Fiscal Year 2009-10. Employees must make an election
to participate in the plan within 31 days of the effective date of their
retirement to be eligible to continue in the plan as a retiree. Four types
of health plans are offered to eligible participants: a standard statewide
Preferred Provider Organization (PPO) Plan, a Health Investor PPO
Plan, a standard Health Maintenance Organization (HMO) Plan, and a
Health Investor HMO Plan. HMO coverage is available only to those
retirees who live or work in the HMO’s service area. The four PPO and
HMO options are considered managed-care plans and have specific
provider networks.

Funding Policy

Benefit provisions are described by Section 110.123, F.S., and
along with contributions, can be amended by the Florida Legislature.
The state has not advance-funded OPEB costs or the net OPEB
obligation. The Self-Insurance Estimating Conference develops official
information for determining the budget levels needed for the state’s
planning and budgeting process. The Governor's recommended budget
and the General Appropriations Act provide for a premium level
necessary for funding the program each year on a pay-as-you-go basis.

Monthly premiums, through May 2010 coverage, for active
employees and retirees under the age of 65 for the standard plan were
$498.68 and $1,127.74 for single and family contracts, respectively.
Retirees over the age of 65 pay premiums for a Medicare supplement.
Monthly premiums, through May 2010 coverage, for the standard
Preferred Provider Organization Plan were $264.78 for a single contract,
$529.56 for two Medicare eligible members, and $763.46 when only one
member is Medicare eligible.

(This portion intentionally left blank)

Actuarially-Determined Annual OPEB Cost and Net OPEB Obligation as of June 30, 2010 (dollars in thousands):

Annual Required Contribution (ARC)

Interest on the Net OPEB Obligation
Adjustments to the ARC

Annual OPEB Cost

Employer Contribution

Increase/Decrease in the Net OPEB Obligation
Net OPEB Obligation - July 1, 2009

Net OPEB Obligation - July 1, 2010

Percent of annual OPEB cost contributed

$254,754
5,856
(4,879)
255,731
(82,375)
173,356
146,394
$319,750

32.21%

Funded Status The funded status of the plan as of June 30, 2010, was as follows (dollars in thousands):

Actuarial valuation date

Actuarial accrued liability (AAL)*

Actuarial value of plan assets

Unfunded actuarial accrued liability (UAAL)

Actuarial value of assets as a percentage of the AAL

Covered payroll
UAAL as a percentage of covered payroll

*Forecasted for June 30, 2010 from the July 1, 2009 valuation.

July 1, 2009
$3,742,846

$3,742,846

0.00%

$4,639,396
80.68%



Other Postemployment Benefits Schedule of Funding Progress*
(thousands of dollars)

Actuarial UAAL as a

Actuarial Accrued Liability Unfunded Annualized Percentage

Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (@ (b) (b-a) (a/b) (©) ((b-a)/c)
July 1, 2007 - $3,081,834 $3,081,834 0.00% $6,542,945 47.10%
July 1, 2008 - $2,848,428 $2,848,428 0.00% $6,492,858 43.87%
July 1, 2009 - $4,831,107 $4,831,107 0.00% $7,318,965 66.01%

July 1, 2010 - $4,545,845 $4,545,845 0.00% N/A N/A

Source: State of Florida Comprehensive Annual Financial Reports and Florida Department of Management Services, Division of State Group Insurance.
* This information relates to the cost-sharing plan as a whole, of which the State of Florida is one participating employer. The State of Florida’s
participation in the actuarial accrued liability is approximately 77%.

Schedule of Employer Contributions?*
(thousands of dollars)

Fiscal Year Ended Annual Required Actual Contribution as a

June 30 Contribution (ARC)? Percentage of ARC
2008 $200,973 43.70%
2009 $186,644 54.36%
2010 $336,419 30.87%

This information relates to the cost-sharing plan as a whole, of which the State’s of Florida is one participating employer. The State of Florida’s
participation in the annual required contribution is approximately 77%.

The Annual Required Contribution is the actuarially determined cost of the benefits allocated to the current year, consisting of the normal cost, that
is the portion of the actuarial present value of the benefits and expenses which is allocated to a valuation year, and a payment to amortize the unfunded

actuarial accrued liability.

Actuarial Methods and Assumptions

Actuarial valuations involve estimates of the value of reported
amounts and assumptions about the probability of events far into the
future, and actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new
estimates are made about the future.

Actuarial calculations reflect a long-term perspective. Consistent
with that perspective, actuarial methods and assumptions used
include techniques that are designed to reduce short-term volatility in
actuarial accrued liabilities and the actuarial value of assets.

The entry age actuarial cost method was used for the actuarial
valuation as of July 1, 2009. This method allocates the value of a
member’s benefit as a level percentage of pay between entry age
and retirement age. Allocating costs as a level percentage of pay,
even though the benefits are not pay-related, helps with budgeting for
these employee benefits costs as a percentage of payroll. Actuarial
assumptions included a 3% inflation rate, a 4% return on invested
assets, and a 4% payroll growth rate. An initial healthcare cost trend
rate for the Preferred Provider Organization (PPO) Plans and the
Health Maintenance Organization (HMO) Plans of 10.32% and
10.0%, respectively, grading to 5.10% over the course of 70 years.
The unfunded actuarial accrued liability is being amortized as a level
percentage of pay - on an open basis, over a 30 year period.

UNEMPLOYMENT COMPENSATION TRUST FUND

The Federal-State Unemployment Insurance Program provides
benefits to eligible unemployed individuals. The program is funded
by employers through a tax on payrolls by both the state and federal
governments. Due to the record level of unemploymentin Florida, the
State’s Unemployment Compensation Trust Fund (the “Fund”) has
been paying out more for unemployment benefits than it has been
collecting in taxes from employers. To address this shortfall and fund
its unemployment compensation program, Florida began taking
advances from the U.S. Treasury in August 2009. The balance of
federal advances at the end of Fiscal Year 2009-10 was $1.6 billion.
The February 2011 REC estimated that the balance of federal
advances would be $1.8 billion and $1.4 billion at the end of Fiscal
Years 2010-11 and 2011-12, respectively. However, in June 2011,
after considering (1) actual tax collections and benefits paid from

January 2011 through May 2011, and (2) the anticipated effects of
changes to the State’s unemployment compensation laws enacted
during the 2011 legislative session, the estimated year-end balance
of federal advances was decreased for fiscal years 2010-11 and
2011-12 to $1.6 billion and $0.8 billion, respectively. It is projected
that the State will begin replenishing the Fund during fiscal year
2012-13, with an estimated balance of approximately $549 million in
the Fund at fiscal year end.

Foreseeing the Fund deficit, the 2009 Florida Legislature
passed a law that increased the taxable wage base from $7,000 to
$8,500 for calendar years 2010-2014. The law also increased the
positive adjustment tax rate factor (low trigger) from 3.75% to 4.0%.
With this change, when the Fund balance drops below 4.0% of the
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total taxable state payrolls as of June 30", an adjustment factor is
triggered to increase the employer contribution rates that will become
effective the following January 1*. In 2010, due to the increased
burden the 2009 legislation would place on Florida employers during
a severe recession, the Florida Legislature passed legislation that
suspends the 2009 amendments until January 1, 2012. Despite the
amendment deferral, as a result of increases in unemployment
benefits paid and increases in the number of employers at the
maximum unemployment tax rate, the minimum unemployment tax
rate increased in January 2011 from .0036 to .0103 (or from $25.20
to $72.10 per employee).

Interest on the federal advances is set once a year at the lesser
of 10% or the rate interest was paid on the state reserve balance in
the federal Unemployment Trust Fund (* UTF”) for the last quarter of
the preceding calendar year. That interest rate is equal to the
average rate of interest, paid on all interest-bearing obligations of the
United States as part of the public debt; except that where such
average rate is not a multiple of 1/8 of 1%, the rate shall be the
multiple of 1/8% next lower than such average rate. The federal
interest rate on UTF loans to states in 2009 and 2010 was 4.64% and
4.36%, respectively, and is set at 4.09% for 2011. Typically, interest
is due and payable on September 30 of the fiscal year in which the
loans were made, except states with an average total unemployment
rate of 13.5% or higher for the most recent 12-month period may
delay payment for 9 months, and states with an insured
unemployment rate of 7.5% or higher for the first six months of the
preceding calendar year may pay in four equal annual installments.
In any year that the State fails to pay interest due by the date
required, employers in the State will lose the entire federal offset
credit (5.4%) and the State will lose all grants for the cost of
administration of the program. However, the American Recovery and
Reinvestment Act waived all interest accrual on loans to states from
the federal UTF through December 31, 2010.

On January 1, 2011, Florida began accruing interest on the
outstanding balance due to the federal government, with the first
interest payment due September 30, 2011. The February 2011
Revenue Estimating Conference estimated that the September 2011
interest due will be $57.7 million. Interest payments may not be
made from the Fund or by diverting state Unemployment
Compensation taxes; rather, interest must be paid from other
sources of State money. Accordingly, the 2010 Florida Legislature
passed a law requiring an assessment of an additional rate on
contributing Florida employers for the purpose of paying interest due
on federal advances. The additional rate shall be assessed no later
than February 1 in each calendar year in which an interest payment
is due. The additional rate is based upon the formula set forth in
section 443.131(5)(b), Florida Statutes, which takes into account the
Revenue Estimating Conference’s estimate of interest due on the
following September 30. Florida employers have been assessed
accordingly for 2011.

In addition to interest, Florida must repay the principal amount
of the federal advances. This will likely result in increased taxes
and/or decreased federal tax credits on Florida employers. If a state
has had an outstanding loan balance on January 1 for two
consecutive years and does not repay the full balance by November
10 of the second year, the federal tax credit given to employers is
decreased by at least .3% for each year in which the loan is not
repaid. Therefore, because Florida had a loan balance on January 1,
2010 and January 1, 2011, the loan must be repaid by November 10,
2011 to avoid a decrease in the federal tax credit available to Florida
employers. Florida employers will most likely experience a partial
loss of the federal tax credit beginning on January 1, 2012, with
payments through the loss of the credit estimated at $154 million,
and $317 million in Fiscal Years 2011-12 and 2012-13, respectively.
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APPENDIX B

State of Florida

FINANCIAL INFORMATION

The portion of the State of Florida Comprehensive Annual Financial Report for Fiscal
Year Ended June 30, 2010 meeting the minimum requirements for general purpose financial
statement, including the Introductory Section through the Required Supplementary
Information follows herein. The remainder of the Report as indicated in the Table of
Contents, including Combining and Individual Fund Statements and Schedules - Nonmajor
Funds and Statistical and Economic Data is not provided herewith, but is available upon
request from the Office of the Chief Financial Officer, Att: Statewide Financial Reporting
Section at 200 East Gaines Street, Tallahassee, FL 32399-0354 or at
www.myfloridacfo.com/aadir/statewide_financial_reporting/index.htm.
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CHIEF FINANCIAL OFHCER
JEFF ATWATER

STATE OF FLORIDA

February 28, 2011

Citizens of the State of Florida

The Honorable Rick Scott, Governor

The Honorable Mike Haridopolos, President of the Senate

The Honorable Dean Cannon, Speaker of the House of Representatives

To the Citizens of Florida, Governor Scott, President Haridopolos, and Speaker Cannon:

I am pleased to submit the State of Florida’s Comprehensive Annual Financial Report (CAFR) for the fiscal year
ended June 30, 2010, in accordance with Section 216.102(3), Florida Statutes (F.S.). This report is prepared in
accordance with generally accepted accounting principles as prescribed by the Governmental Accounting Standards
Board.

assumes full ibility for the 1l and reliability of the information contained in this
report based upon a comprehensive framework of internal control. The objective of internal control is to provide
reasonable, rather than absolute, assurance that the financial statements are free of material misstatements. The
concept of reasonable assurance ensures that the costs do not exceed the benefits derived.

The Auditor General has issued an opinion on the state’s financial statements for the fiscal year ended June 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. The MD&A

complements this letter of transmittal and should be read in conjunction with it.

PROFILE OF THE STATE

Flonda s Constituti divides the go structure of the state into three independent branches. The
Legislative Branch has exclus ing power for the state. The Executive Branch, consisting of the Governor,
Cabinet, and their agencies, administers the laws made by the Legislature, The Governor shares executive power
and responsibility with the Cabinet, which is composed of the Attorney General, Chief Financial Officer, and
Commissioner of Agriculture. The Judicial Branch interprets the law and applies the Constitution. The
organizational chart following this letter provides an overview of the state’s structure. Florida’s

government provides a range of services to its citizens including education, health and family services,
transportation, law and corrections, natural resources and environmental protection.

The financial reporting entity of the state includes the primary government as well as component units for which the

state is either f i ora i ip exists with the state such that exclusion would cause the

financial to be or Refer to Note 1 to the financial statements for a listing of

Florida’s component units and the Financial Section of the report to obtain an overview of their financial positions.

Florida’s budget is prepared using the processes set forth in Chapter 216, F.S. The major phases of the budget
process are detailed in the Other Required Supplementary Information Section of this report. Florida law strictly
prohibits overspending and requires budgetary control to be maintained at the individual appropriation account level.

FLORIDA DEPARTMENT OF FINANCIAL SERVICES
THE CAPITOL, TALLAHASSEE, FLORIDA 32399-0301 # (850)413-2850 # Fax (850)413-2950
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ECONOMIC CONDITION

Florida was du,ply affected by the nalmnal and global Lconomlc recessions, but i is slowly turning the corner. In
recent the Florida L *s Office of E and D hic Research (EDR) has reported
that Florida is consistently showing year-over-year growth on several key measures of economic performance. In
particular, EDR notes that Florida has exhibited positive quaner]y gmwlh m personal mcome since the fourth
quarter of the 2009 calendar year and has recently shown indi; it growth. The state
also reached its sixth consecutive month of positive over-the-year _]Ol'l growlh in December 2010, after losing jobs
for three years. However, across-the-board recovery has yet to occur. Typical economic recoveries are led by
increases in lending and housing construction. Since the housing and credit markets are still sluggish, recovery will
have to come from other sectors. EDR expects that it will take years to fully regain the losses experienced in
America’s worst recession since the Great Depression.

In this regard, improvement in several vital areas will lag well behind Florida’s early phases of economic recovery.
The state’s unemployment rate is currently at a secondary peak, hitting 12 percent in both November 2010 and
December 2010. Prior to then, Florida’s highest unemployment rate occurred in March 2010 at 12.3 percent before
dropping back to 11.4 percent in June 2010. While still troublesome, EDR believes the number of unemployed is
presently buoyed by out-of-work people gradually returning to active job searches — a sure sign that confidence is
returning. EDR feels the long-lasting housing market correction, historic levels of foreclosure activity, and still
sluggish credit it will remain the drags on Florida’s economy in the near-term. All of these
factors will continue to make the recovery slow and protracted.

Many proactive steps have been taken by the Florida Legislature to reduce state spending in light of constrained
state revenues. Even with these measures, the constitutionally required Long-Range Financial Outlook shows that
the expected budget gap in fiscal year 2011-12 could approach $3.6 billion when projections are updated with the
most recent estimates.

The Long-Range Financial Outlook also identified the potential obligations of the Florida Hurricane Catastrophe
Fund and Citizens Property Insurance Corporation as a significant risk to the forecast. Refer to Note 14 to the
financial statements for additional information related to the state’s insurance enterprises.
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AUDITOR GENERAL
STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street

Tallahassee, Florida 32399-1450 PHONE: 850-488-5:
Fax: 850-488-6975

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR'S REPORT

Wie have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the State of Florida as of
and for the year ended June 30, 2010, which collectively comprise the State’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the State’s management. Our responsibility is to express opinions on

these financial statements based on our audit.
We did not audit the financial statements of:

¢ The Prepaid College Program Fund, which is a major enterprise fund and represents 34 percent and 11 percent,
respectively, of the assets and revenues of the business-type activitics.

¢ The Florida Turnpike System, which represents 94 percent and 91 percent of the assets and revenues, respectively, of the
Transportation major enterprise fund.

¢ The Hurricane Catastrophe Fund, which is a major enterprise fund and represents 29 percent and 12 percent, respectively,
of the assets and revenues of the business-type activities.

¢ The College Savings Plan and the trust funds maintained by the State Board of Administration to account for the
investments of the Florida Retirement System and the Public Employee Optional Retirement Program, which collectively
represent 83 percent of the assets and 56 percent of the revenues/additions of the aggregate remaining fund information.

¢ The Florida Legislature, which represents less than one percent of the assets and revenues of the General Fund.

#  The Florida Finance Housing Corporation, Citizens Property Insurance Corporation, component units related to the State’s
universities and community colleges, and certain other funds and entities that, in the aggregate, represent 66 percent and 43
percent, respectively, of the assets and revenues of the discretely presented component units.

Financial statements for the above funds and entities were audited by other auditors whose reports thereon have been furnished to
us, and our opinions, insofar as they relate to the amounts included for these funds and entities, are based on the reports of the other

auditors.

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 and the reports of other

auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, 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 aggregate discretely
presented component units, cach major fund, and the aggregate remaining fund information of the State of Florida, as of June 30,
2010, and the respective changes in financial position and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Gavernment Auditing Standards, we have also issued our report, dated February 28, 2011, on our consideration of
the State’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, administrative
rules, 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. That report will be included as part

of our separately issued report entitled State of Florida, Ci and Internal Controls Over Financial Reporting and Federal Awards.

As discussed in Note 1 I. to the financial the State has impl i G 1 A Standards Board

Statements No. 51, Aconnting and Financial Reporting for Intangible Assets, and No. 53, Acconnting and Financial Reporting for Derivative
Instruments. As further discussed in Note 1 I, the State began reporting certain University System Improvement and Capital
Improvement Revenue bonds as long-term liabilities of the Primary Government. These bonds were previously reported by
component unit universities. Also, as discussed in Note 1 I, the State began reporting an external investment pool for the
investments of external entities participating in the State Treasury investment pool.

Accounting principles generally accepted in the United States of America require the di and

analysis on pages 12 through 17 and the budgetary information, the funding and contribution information for pension and other
postemployment benefits, and information on infrastructure using the modified approach on pages 150 through 161 to be presented
to supplement the basic financial statements. Such information, although not a required 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 and the other auditors have applied

certain limited procedures to the required v information in with auditing standards generally accepted in the

United States of America, which consisted principally of inquiries of management about the methods of preparing the information

and comparing the for y with ’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. As a result of the limited procedures performed, we believe that the amounts reported on page 159 for the
actuarial accrued liability and the unfunded actuarial accrued liability for the Retiree Health Insurance Subsidy Program were not
measured in conformity with accounting principles generally accepted in the United States of America because the discount rate
utilized in determining the amounts reported was not appropriately matched to current and expected investment yields and the

nature and mix of related investments.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the State’s basic
financial The i

y - introductory section on pages 6 through 8, combining statements and
individual fund statements and related budgetary comparison schedules on pages 165 through 241, and the statistical section on
pages 245 through 273, are presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such infc is the of

other records used to prepare the financial The

and was derived from and relates directly to the underlying accounting and

and individual fund statements and related

budgetary comparison schedules have been subjected to the auditing procedures applied by us and the other auditors 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, based on our audit and the reports of other auditors, the combining statements and individual fund statements and related
budgetary comparison schedules are fairly stated in all material respects in relation to the basic financial statements taken as a whole.
The introductory section and the statistical section have not been subjected to the auditing procedures applied by us and the other

auditors in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

M2 4

David W. Martin, CPA
February 28, 2011

2010 STATE OF FLORIDA CAFR

MANAGEMENT’S DISCUSSION AND ANALYSIS

The information ined in the M: ’s Di: ion and Analysis (MD&A) introduces the basic financial statements
and provides an analytical overview of the State of Florida’s (the state’s) financial activities and performance for the fiscal year
ended June 30, 2010 (fiscal year 2009-10). Please read the MD&A in conjunction with the state’s financial statements that are
presented in the Financial Section of this Comprehensive Annual Financial Report (CAFR).

Financial Statements Overview

The state’s basic financial statements are comprised of the following elements:

Py

G ide financial provide both long-term and short-term information about the state's overall financial
condition. Changes in the state’s financial position may be measured over time by increases and decreases in the Statement of
Net Assets. Information on how the state’s net assets changed during the fiscal year is presented in the Statement of Activities.
Financial information for the state’s component units is also presented.

Fund Financial Statements

Fund financial statements for governmental and proprietary funds focus on individual parts of the state, reporting the state's
operations in more detail than the ide financial Fund financial statements for fiduciary funds are also
included to provide financial information related to the state’s fiduciary activities.

Notes to the Financial Statements

Notes to the financial statements provide additional information that is essential to the full understanding of the government-
wide and fund financial statements. Refer to Note 1 to the financial statements for more information on the elements of the
financial statements. Table 1 below summarizes the major features of the basic financial statements.

2010 STATE OF FLORIDA CAFR

Table 1: Major Features of the Basic Financial Statements
Government-wide Fund Financial
Financial Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire state government Activities of the state that Activities of the state that Instances in which the state
(except fiduciary funds) and  are not proprietary or are operated similar to is the trustee or agent for
the state’s component units  fiduciary private businesses someone else’s resources
Required = Statement of net assets = Balance sheet = Statement of net assets = Statement of fiduciary
financial # Statement of activities ® Statement of revenues, ~ # Statement of revenues, net assets
statements expenditures, and expenses, and changes in ~  Statement of changes in
changes in fund net assets fiduciary net assets
balances ® Statement of cash flows
Accounting ‘Accrual accounting and Modified accrual “Accrual accounting and “Accrual accounting and
basis and cconomic resources focus  accounting and current economic resources focus economic resources focus
measurement financial resources focus
focus
Type of All assets and liabilities, Only assets expected to be  All assets and liabilities, All assets and liabilities,
asset/liability both financial and capital, used up and liabilities that  both financial and capital, both short-term and long-
information and short-term and long- come due during the year  and short-term and long- term
term or soon thereafter; no term
capital assets included
Type of Allrevenues and expenses  # Revenues for which All revenues and expenses  All revenues and expenses
inflow/outflow  during the year, regardless cash is received during  during the year, regardless of  during the year, regardless
information of when cash is received or or soon after the end of  when cash is received or of when cash is received or
paid the year paid paid
* Expenditures when
goods or services have
been received and
payment is due during
the year or soon
thereafter

Cond d Gover ide Financial and Overall Financial Analysis

Statement of Net Assets

Table 2 below presents the state’s Condensed Statement of Net Assets as of June 30, 2010, and 2009, derived from the
government-wide Statement of Net Assets. The assets of the state exceeded its liabilities (net assets) at the close of the fiscal
year by $49.3 billion for governmental activities and by $8.7 billion for business-type activities, for a combined total of $58
billion for the primary government. The three components of net assets include invested in capital assets, net of related debt;
restricted; and unrestricted. The largest component, totaling $61.8 billion as of June 30, 2010, reflects investment in capital
assets, net of related debt. The state uses these capital assets to provide services to the citizens and businesses in the state;
consequently, these net assets are not available for future spending. Restricted net assets are the next largest component,
totaling $11.4 billion as of June 30, 2010. Restricted net assets represent resources that are subject to external restrictions,
i P! ions, or enabling legislation on how they can be used.

Governmental activities reflect a negative or deficit unrestricted net asset balance of $15.8 billion at June 30, 2010. This
deficit primarily results from education-related bonds for which the state is responsible for the liability while the related assets
are owned by local school districts and are therefore not included in the state’s financial statements. Refer to Note 8 to the
financial statements, Governmental Activities — Unrestricted Net Asset Deficit, for more information.

Business-type activities reflect an unrestricted net asset balance of $614 million at June 30, 2010. The increase in the
unrestricted net asset balance over that reported in prior years is explained in the Major Fund Analysis, Proprietary Funds
section that follows.

Table 2: Condensed Statement of Net Assets
As of June 30
(in millions)

Governmental Business-type Total Primary
Activities Activities Government
2010 2009 2010 2009 2010 2009
Current and other assets $ 22,152 § 20,863 $ 25142 $ 22261 S 47294 § 43,124
Capital assets, net 60,222 57.977 7.860 7476 68,082 65,453
Total assets 82,374 78,840 33,002 29,737 115,376 108,577
Other liabilities 3,688 8,041 4755 6,004 13,443 15,035
Noncurrent liabilities 24,436 22,775 19,510 15,934 43,946 38,709
Total liabilities 33,124 31,716 24,265 22,028 57,389 53,744
Net assets:
Invested in capital assets,
net of related debt 56,935 54,585 4911 4,930 61,846 59,515
Restricted 8,154 7,782 3213 2,500 11,367 10,282
Unrestricted (15.840) _ (15.243) 614 279 (15226) _ (14.964)
Total net assets $ 49250 _$ 47,124 S 8737 § 7.709 _S 57.987 _$ 54.833
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Statement of Activities

Table 3 presents the state’s Condensed Statement of Activities for fiscal year 2009-10 and fiscal year 2008-09, as derived from
the government-wide Statement of Activities. Over time, increases and decreases in net assets measure whether the state’s
financial position is improving or deteriorating. The state’s total net assets increased during the fiscal year by $3.3 billion. The
net assets of governmental activities increased by $2.3 billion and the net assets of business-type activities increased by $1.0
billion (see Note 1.J. for explanation of prior period adjustments). The majority of the increase in total program expenses for
governmental activities relates to a $3.7 billion increase in human services expenses while the increase in business-type
activities expenses is primarily due to increased benefits paid for unemployment compensation. Refer to the Major Fund
Analysis section for information regarding the overall increase in revenues from governmental activities.

Table 3: Condensed Statement of Activities
For the Fiscal Year Ended June 30

(in millions)
Governmental Business-type Total Primary
Activities Activiti Government
2010 2009 2010 2009 2010 2009
Revenues
Program revenues
Charges for services $ 7203 $ 6,191 S 9522 § 7946 S 16,785 $ 14,137
Operating grants and contributions 26,832 20,165 5.454 1,665 32,286 21,830
Capital grants and contributions 1,974 1,987 6 1 1,980 1,988
Total program revenues 36,069 28,343 14,982 9,612 51,051 37,955
General revenues and payments
Sales and use tax 17,102 17,278 17,102 17,278
Other taxes 11,422 10,278 11,422 10,278
Investment earnings (loss) 555 (291) 10 565 (289)
mergency assessments ... ... 329 337 329 337
Total general revenues and
payments 29.079 27.265 339 339 29.418 27.604
Total revenues 65,148 55,608 15,321 9.951 80,469 65,559
Program expenses
General government 6,883 6879 ... 6,883 6,879
Education 18,947 18,722 18,947 18,722
Human services 27,692 23,988 27,692 23,988
Criminal justice and corrections 4,448 4,037 4,448 4,037
Natural resources and environment 2,588 2,614 2,588 2,614
Transportation 3,177 3,851 383 402 3,560 4,253
State courts 427 e 427 427
Lottery 2,748 2,765 2,748 2,765
Hurricane Catastrophe Fund 362 677 362 677
Prepaid College Program 1,523 1,037 1,523 1,037
Unemployment Compensation 7,657 4,308 7,657 4,308
Nonmajor enterprise funds . . 265 267 265 267
Indirect interest on long-term debt 19 6 19 16
Total program expenses 64,181 60,534 12,938 9,456 77,119 69,990
Excess (deficiency) before
gain (loss) and transfers 967 (4,926) 2,383 3,350 (4,431)
Gain (loss) on sale of capital assets (60) (127 @ (62) (129)
Transfers 1,353 1,470 (1,353) (14700 o
Change in net assets 2,260 (3.583) 1,028 3,288 (4,560)
Beginning net assets 47,124 50,275 7,709 54,833 59,130
Prior period adj (134) 432 (134) 263
Ending net assets $ 49250 $47.124 S 8737 § $ 57,987 S 54,833
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Major Fund Analysis
Governmental Funds

The state’s governmental funds report combined ending fund balance of $13.7 billion at June 30, 2010, a $781 million or 6.5
percent increase from the prior year (before effects of prior period adjustments). Revenues increased by $9.5 billion or 17.1
percent, other financing sources declined by $417 million or 11.9 percent and expenditures increased by $3.9 billion or 6.2
percent. Overall increases in revenue, as well as expenditures, were attributable primarily to federal grants from the American
Recovery and Reinvestment Act. Information is provided below regarding major funds with significant variances relative to
the prior year.

General Fund — Fund balance at June 30, 2010, totaled $4.2 billion, an increase of $802 million or 23.8 percent. Revenues
and other financing sources, including $544 million transferred from other governmental funds, increased $1.7 billion or 6.8
percent predominantly due to increased investment earnings, fees and charges, and taxes. Expenditures and other financing
uses declined $2.0 billion or 7.0 percent from the prior year. Significant reductions were made in the following arcas:
education - $956 million, human services - $635 million, state courts - $232 million, and natural resources and environment -
$165 million.

Public Education — Fund balance at June 30, 2010, totaled $1.4 billion, a decrease of $212 million or 23.7 percent relative to
the prior year (before effects of prior period adjustments). Revenues increased $1.9 billion or 51.1 percent primarily due to
an increase in grants and donations of $1.8 billion or 72.8 percent. Expenditures increased $1.1 billion or 19.4 percent
primarily in current expenditures towards education. The revenue and expenditure increases were attributable primarily to
revenues related to the American Recovery and Reinvestment Act.

Health and Family Services — Fund balance at June 30, 2010, totaled $1.3 billion, an increase of $305 million or 31.0
percent. Revenues and other financing sources increased $5.3 billion or 28.5 percent primarily due to additional grants and
donations revenues for funding increased costs for health care and food stamps. Expenditures and other financing uses
increased $5.0 billion or 27.1 percent primarily due to an increase in current expenditures for human services, also resulting
from increased costs for health care and food stamps.

Proprietary Funds

The state’s proprietary funds report combined ending net assets of $8.7 billion at June 30, 2010, of which $4.9 billion is
invested in capital assets, net of related debt, and $3.2 billion is restricted for specific purposes. The remaining $614 million
was unrestricted and available for purposes of the various funds. Information is provided below regarding major funds with
significant variances relative to the prior year.

Hurricane Catastrophe Fund — Net assets at June 30, 2010, totaled $3.2 billion, an increase of approximately $1.5 billion or
84.7 percent. The increase in net assets remained consistent with the increase in prior year. See Note 14 to the financial
statements for additional information on this fund.

Prepaid College Program — Net assets at June 30, 2010, totaled $483 million, an increase of $138 million or 40.0 percent.
Revenues increased $1.0 billion or 153.8 percent primarily due to higher fixed income investment returns on the Florida
Prepaid College Plan investment portfolio, resulting in an increase of $806 million or 473.5 percent. Additionally, an
increase in total prepaid plan sales and an increase in plan prices increased revenues by $201 million or 41.4 percent.
Operating expenses increased $511 million or 50.9 percent primarily due to increases in prepaid contracts combined with a
decrease in the liability discounting factor.

Unemployment Compensation — This fund reports deficit net assets of $904 million at June 30, 2010, a decrease of $967
million. Revenues increased by $4.1 billion or 157.7 percent while expenses increased by $3.3 billion or 77.7 percent.
Revenues increased as a result of fees collected and grants and donations received during the fiscal year. The increase in
expense is due to a significant increase in benefit payments relative to the prior year. See Note 17 to the financial statements
for information regarding the deficit in net assets. See Note 18 to the financial statements for information on federal funding
provided after June 30, 2010.
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General Fund Budget Variances

Budgeted expenditures are based on revenues estimated by the Revenue Estimating Conference and other sources. Original
expenditures are budgeted for less than total expected available resources. There was a $254 million increase between the
original and final estimated revenues. Because of the higher estimated revenues, final budgeted total expenditures increased by
$138 million from the original budget. Variances between the original and final budget or between the final budgeted and
actual amounts are not expected to significantly affect future services or liquidity. For additional information on the budget
variances, refer to the Budgetary Comparison Schedule for the General Fund in the Other Required Supplementary Information
section of the CAFR.

Capital Asset and Long-term Debt Activity

Capital Asset Activity

At June 30, 2010, the state reported $60.2 billion in net capital assets for governmental activities and $7.9 billion in net capital
assets for business-type activities. Net capital assets for governmental and business-type activities increased from fiscal year
2008-09 to fiscal year 2009-10 by approximately four percent. The increase is consistent with prior years and primarily due to
land isition and the capitalization of ion costs for i projects.  Capitalized i projects
include additions to and/or enhancements of roadways and bridges on the state’s highway system. Construction commitments
by the Florida Department of Transportation were approximately $5.7 billion. Construction commitments by other state
agencies not relating to transportation increased over $282 million due to major projects including office buildings and
correctional facilities. Refer to Note 5 to the financial statements for information on capital assets and Note 7 to the financial
statements for information on construction commitments.

Long-term Debt Activity

Total bonded debt outstanding increased by $2.4 billion, or approximately 9 percent, from the prior fiscal year to a total of
$30.2 billion at June 30, 2010. The majority of the outstanding debt serves to finance educational facilities ($16 billion), the
Florida Hurricane Catastrophe Fund ($5.7 billion) and transportation infrastructure (85 billion). New bonded debt issues for
2010 totaled $5.2 billion. Annual debt service payments on net tax-supported debt totaled $2.1 billion for 2010, an increase of
$37 million from the prior year. Annual debt service payments are projected to increase from $2.1 billion to $2.3 billion over
the next three years, based on projected bond issuance.

The state maintained its credit ratings during the past year. Moody’s Investors Services outlook was changed to stable from
negative. Standard & Poor’s rating is unchanged with a negative outlook. The Fitch Ratings have been recalibrated to AAA
from AA+ but retained the negative outlook. The State’s benchmark debt ratio of debt service to revenues available to pay
debt service has improved over the past year from 7.91 percent for fiscal year 2009 to 7.39 percent for fiscal year 2010.
Although the benchmark debt ratio improved, when considering the impact of accrued debt service on refunded debt and
annualized debt service on bonds issued during the year, the benchmark debt ratio increases to 7.86 percent, which is
comparable to the prior year and negates the apparent improvement. The projected benchmark debt ratio is expected to exceed
the 7 percent cap through 2012 based on existing borrowing plans and August 2010 revenue forecasts. The benchmark debt
ratio could increase further if revenues do not grow as anticipated or additional debt is authorized.

Section 11 of Article VII of the State Constitution authorizes the state to issue general obligation bonds or revenue bonds to
finance or refinance fixed capital outlay projects authorized by law. General obligation bonds are secured by the full faith and
credit of the state and payable from specified taxes. Revenue bonds are payable solely from specified revenues. The
responsibility to issue most state bonds rests with the Division of Bond Finance of the State Board of Administration.
However, certain quasi-governmental entities also incur debt and are reported as part of the primary government. See the State
of Florida 2010 Debt Affordability Report for more detailed information about the state’s debt position. The report can be
found at www.sbafla.com/bond or by contacting the Division of Bond Finance, 1801 Hermitage Boulevard, Suite 200,
Tallahassee, Florida 32308, (850) 488-4782. Additional information on long-term debt is also found in Notes 8, 9, and 10 to
the financial statements and the Statistical Section of this report.

Infrastructure Accounted for Using the Modified Approach

The state elected to use the modified approach to account for roadways and bridges of the State Highway System. Under this
approach, the Florida Department of Transportation (FDOT) committed to maintain these assets at levels established by FDOT
and approved by the Florida Legislature. No depreciation expense is reported for these assets, nor are amounts capitalized in
connection with improvements that lengthen the lives of such assets, unless the improvements also increase their service
potential. FDOT maintains an inventory of these assets and performs periodic assessments to establish that predetermined
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condition levels are being maintained. The condition assessments performed during fiscal year 2009-10 show that the
roadways and bridges of the State Highway System are being maintained at or near FDOT standards. These condition

were i with conditi during the last two years. In addition, FDOT makes annual
estimates of the amounts that must be expended to maintain the roadways and bridges included on the State Highway System at
the predetermined condition levels. These estimates are based on the FDOT five-year plan that is changed as projects are
added, deleted, adjusted, or postponed.

Refer to the Other Required Supplementary Information of the CAFR for information on FDOT’s established condition
standards, recent condition assessments, and other information on infrastructure reported on the modified approach.

Economic Factors

General fund tax collections for the fiscal year ended June 30, 2010, were 1.9 percent higher than the prior fiscal year. The
gain came from several sources, but notably not from sales tax revenues — the state’s primary source of general revenue
which actually contracted 2.6 percent. This was primarily due to continuing losses in employment, the still sluggish credit
market, and stubbornly persistent feedback effects from the global and national recessions.

Although Florida’s housing market adjustments largely reflect national trends, the state’s market has proven far more
vulnerable to the real estate market downturn. While statewide existing home sales grew strongly throughout the 2009-10
fiscal year (averaging 31 percent growth over the prior year), median prices fell another 10 percent, leading to the fourth year
of declines since the 2005-06 fiscal year. Total collections of documentary stamp taxes, which largely result from sales of real
estate, declined 2.4 percent compared to the prior fiscal year.

Through the end of the state fiscal year, most major sources of general fund revenues (such as corporate income taxes) were
positive in comparison to the previous fiscal year, with the exception of those mentioned above. Notable increases were
cigarette taxes which include an additional surcharge enacted by the 2009 Legislature, highway safety licenses and fees which
benefitted primarily from 2009 legislative actions to increase and redirect fees into the general fund, and service charges which
were increased by the 2009 Legislature. Total revenues for all governmental funds increased by $9.2 billion with
approximately 68 percent of the increase attributable to federal grants received under the American Recovery and
Reinvestment Act.

Through the late spring and summer of 2010, Florida began showing consistent year-over-year growth on several key measures
of economic performance. These trends continued through the end of the calendar year. In particular, Florida has exhibited
positive quarterly growth in personal income since the fourth quarter of the 2009 calendar year and has recently shown
indications of strengthening population growth. The state also reached its sixth consecutive month of positive over-the-year
job growth in December, after losing jobs for three years.

While the unemployment rate remains stubbornly high (fifty-two counties of the state’s sixty-seven had double-digit
unemployment rates in December) and the level of foreclosure activity continues to be daunting, improvements in consumer
spending and personal income are leading to a projected 4 percent growth in general revenue collections for the current year.

The most recent projections by state economists indicate that general revenue collections for the fiscal year ending June 30,
2011 will be $858.2 million higher than last year. The latest General Revenue Outlook shows that there will be nearly $250
million in unallocated general revenue remaining at the end of the fiscal year. The state’s major reserve for emergencies, the
Budget Stabilization Fund, contains $275 million at the date of this report. Repayment of the funds previously lent to the
General Revenue Fund (81.07 billion) is scheduled to begin in the 2011-12 fiscal year. Refer to Note 1K., for additional
information on the Budget Stabilization Fund.

Contact the State’s Financial Management

Questions about this report or requests for additional financial information may be addressed to:
Department of Financial Services
Bureau of Accounting
Statewide Financial Reporting Section
200 East Gaines Street
Tallahassee, Florida 32399-0354
(850) 413-5511
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STATEMENT OF NET ASSETS
JUNE 30,2010
(in thousands)

ASSETS
Cash and cash cquivalents

Pooled investments with State Treasury

Other investments

Receivables, net

Internal balances

Due from component units/primary
Inventories

Restricted cash and cash equivalents

Restricted pooled investments with State Treasury

Restricted investments
Advances to other entities
Loans and notes receivable, net
Other assets

Capital a

s, net
Total assets.

LIABILITIES

Accounts payable and accrued liabilities

Due to component units/primary
Deferred revenue

Obligations under security lending agreements

Long-term liabilities
Due within one year
Due in more than one year
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted for

J 3 and C
Public Education
Health and Family Services
Transportation
Nonmajor governmental funds
Debt service
Lottery
Prepaid College Program
Hurricane Catastrophe Fund
Unemployment Compensation
Other
Funds held for permanent endowment

Expendable
Nonexpendable
Unrestricted
Total net assets

Primary Government

2010 STATE OF FLORIDA CAFR

STAT!

i1

'T OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(in thousands)

Functions/Programs

Program Revenues

Operating
Grants and
Contributions

Charges for

Expenses Services

Capital
Grants and
Contributions

Net
(Expense)
Revenue

Governmental Business-type Component
Activities Activities Totals Units
$ 110,540 S 135498  § 246,038 S 4,985,840
11,743,152 1,296,907 13,040,059 2,825,831
1,536,807 19,138,640 20,675,447 14,133,561
4,522,154 1,130,321 5,652,475 1,986,305
395,729 (395,729)
3,718 1,745 5,463 1,081,350
56,113 6,257 62,370 62,826
. 47 47 291,137
266,815 266,815 464517
1,917,570 1,917,570 1,496,163
906,536 e 906,536
2,868,484 1,602,032 4,470,516 3,432,637
8,363 41,790 50,153 624,899
60,222,204 7.860,544 68,082,748 20,175,553
82,373,800 33,002,437 115,376,237 51,560,619
4,287,543 1,123,148 5,410,691 3,159,357
103,770 - 103,770 218,075
- 32,724 32,724 1,725,361
1,724,699 2,359,197 4,083,896 .
2,572,158 1,239,745 3,811,903 1,455,147
24,435,978 19,510,434 43,946,412 10,969,810
33,124,148 24,265,248 57,389,396 17,527,750
56,935,300 4,910,794 61,846,094 16,901,959
2,440,804 2,440,804
1,064,284 1,064,284
1,166,423 1,166,423
1,092,578 1,092,578
1,666,747 1,666,747
247,039 247,039
132,687 132,687
483,365 483,365
3,230,193 3,230,193
(903,588) (903,588)
476,495 269,844 746,339 2,118,005
1,682,032
. 3,000,184
(15,840.018) 613,894 (15,226,124) 10,256,856
$ 49,249,652 $ 8,737,189 $§ 57,986,841 S 34,032,869

The notes to the financial statements are an integral part of this statement.
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Primary government
Governmental activities:
General government
Education
Human services
Criminal justice and corrections
Natural resources and environment
Transportation
State courts
Indirect interest on long-term debt
Total governmental activities

Business-type activities:

Transportation

Lottery

Hurricane Catastrophe Fund

Prepaid College Program

Unemployment Compensation

Nonmajor enterprise funds
Total business-type activities
Total primary government

Component units

$ 6882931 S 3938356 S 1092968 S 488 S (1.851,119)
18,946,684 229,149 4,449,598 293 (14,267,644)
27,692,169 1,156,988 19,936,976 18,181 (6.580,024)

4,448,382 772,557 141,194 6,922 (3,527,709)
2,588,478 400,700 1,088,159 119,439 (980,180)
3,176,790 343,782 121,141 1,828,970 (882,897)
427319 421,501 1398 e (4420)
18,759 v . . (18,759)
64,181,512 7.263.033 26831434 1974203 (28.112.752)
383,106 700,803 5811 6,055 329,563
2,747,599 4,006,864 . 1259.265
362,320 1,524,012 1,161,692
1,523,217 1,661,241 138,024
7,656,494 1.242,684 5,448,016 (965,794)
264,580 386,372 98 121,890
12.937.316 9.521.976 5453925 6,055 2.044.640

$ 77,118,828 S 16,785,009 S 32,285,359

§ 1,980,348

§ (26,068.112)

Florida Housing Finance Corporation S 749194 S 33049 S - e S (418,698)
University of Florida 4,790,001 2,593,967 1,248,514 58,140 (889.380)
Citizens Property Insurance Corporation 1,073,860 1,711,429 . 637,569
Nonmajor component units 9.996.332 2,591,938 3,340,908 624275 (3439211)
Total component units S 16.609387 5 707830 _§ 4389422 S 682415 _§ (4.109.720)
Primary Government
Governmental _ Business-type Component
Activities Activities o Units
Net (expense) revenue S (28.112,752) 5 2,044640 5 (26068,112) § (4,109.720)
General revenues:
Taxes
Sales and use tax 17,102,054 17,102,054
Fuel taxes 2,505,193 2,505,193
Corporate income tax 1,785,291 1,785,291
Documentary stamp tax 1,077.836 1,077.836
Intangible personal property tax 158,643 158,643
Communications service tax 1,515,675 1,515,675
Beverage and tobacco taxes 1,872,646 1,872,646
Insurance premium tax 862,520 862,520
Gross receipts utilities tax 673,013 673,013
Property taxcs . . 897,
Other taxes 971,197 971,197 N
Investment earning (loss) 555,053 9,526 564,579 873,685
Gain (loss) on sale of capital assets (59.943) (2.374) (62.317) 12,893
Payments from the State of Florida . . 3,089,342
Emergency assessments 329341 329341 :
Miscellancous . . 891,335
Transfers 1,352,669 (1,352,669) .
Contributions to permanent funds v v 57.084
Total general revenues, transfers and contributions 30371.847 (1016.176) 29335671 5.822.264
Changes in net asscts 2,259,095 1,028,464 3,287,559 1,712,544
Net assets - beginning 47,124,293 7708725 54,833,018 32,060,758
Adjustments to increase (decrease) beginning net assets (133.736) e (133.736) 259,567
Net assets - ending S 4949652 S _8.737.189 5 57986841 3 34,032,869

The notes to the financial statements are an integral part of this statement,
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GOVERNMENTAL FUND FINANCIAL STATEMENTS

Major Funds

GENERAL FUND
This fund is the State’s primary operating fund. It accounts for the financial resources and transactions not
accounted for in other funds.

ENVIRONMENT, RECREATION AND CONSERVATION
This fund accounts for operations of various programs, such as air pollution control, water quality assurance,
ecosystem management, and marine resources conservation.

PUBLIC EDUCATION

This fund includes internal reporting funds administered by the Department of Education to operate
education-related programs.

HEALTH AND FAMILY SERVICES

This fund includes internal reporting funds used to operate various health and family service-related
programs, such as health care, elder affairs, and child support.

TRANSPORTATION

This fund includes the internal reporting special revenue funds used to account for the administration of the
maintenance and development of the State highway system and other transportation-related projects.

Nonmajor Funds

Nonmajor governmental funds are presented, by fund type, beginning on page 165.
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BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30,2010

(in thousands)

Environment,
Recreation Health and
General and Public Family
Fund Conservation Education Services
ASSETS
Current assets
Cash and cash equivalents s 15711 8 925 § ... $ 23,983
Pooled investments with State Treasury 4,002,325 1,472,586 1,343,297 1,501,288
Investments 853,385 621 38
Receivables, net 1,375,402 145,803 109,001 2,051,618
Due from other funds 121,669 16,617 65,500 80,162
Due from component units/primary 2203 542 135
Inventories 11,779 1,564 31,691
Other 685 e
Total current assets 6,383,159 1,638,037 1,518419 3,688,915
Noncurrent assets
Long-term investments e e
Advances to other funds 2,628 172
Advances to other entities 52,276 114,018 682,382 5,828
Other loans and notes receivable, net 5,639 1,001,158 o 22,224
Other e
Total noncurrent assets 60,543 1,115,176 682,382 28,224
Total assets S 6,443,702 S 2,753,213 2,200.2&1 $ 3,717,139
LIABILITIES AND FUND BALANCES
Current liabilities
Accounts payable and accrued liabilities $ 594,389 S 54,017 51,693 § 1,904,762
Duc to other funds 135,568 20,112 2934 25237
Due to component units/primary 8,371 65,021 17,363 7,998
Compensated absences 9,880 750 158 944
Claims payable 20,369 . -
Deposits 573 3,658 4,807
Installment purchases/capital leases 30 - -
Deferred revenues 368,500 12,056 5,646 363,131
Obligations under security lending 1,130,148 144,026 137,320 67,703
Total current liabilities 2,267,828 299,640 215,114 2,374,582
Noncurrent liabilities
Advances from other funds 600 540,503 e
Deposits 33,115
Deferred revenues 5,502 512 22,224
Total noncurrent liabilities 6,102 512 540,503 55,339
Total liabilities 2,273,930 300,152 755,617 2,429,921
Fund balances
Reserved for encumbrances 67,330 3,302 18,279
Reserved for inventories 11,779 1,564 31,691
Reserved for advances 54,904 114,018 682,382 172
Reserved for long-term receivables 137 1,000,647 ...
Reserved for capital outlay 91,868 944,700 965,012 5,236
Reserved for debt service
Reserved for Budget Stabilization Fund 274916
Other reserved 684,063 84,293 15,972
Unreserved, reported in:
General fund 2,984,775 e
Special revenue funds 304,537 (202,210) 1,215,868
Capital projects funds
Permanent funds . e
Total fund balances 4,169.772 2,453,061 1,445,184 1,287,218
Total liabilities and fund balances S 6,443,702 S 2,753,213 2,200,801 _$ 3,717,139

The notes to the financial statements are an integral part of this statement
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Nonmajor

Governmental Totals

Transportation Funds 6/30/10
$ 1790 § 41483 S 83.892
1,191,204 1,647,012 11,157,712
.. 374,678 1,228,722
357,963 408,864 4,448,651
123,079 67.819 474,846
. 2,880
55,951
2886

17,455,540

-~ 239,007 239,007
268,322 B 271,122
52,032 906,536
736,927 1,102,536 2,868,484
5477 e 5477
1,010,726 1,393,575 4.290.626

$ 2,694.613 § 3,936,698 $§ 21,746,166

$ 681,243 § 251,239 § 3,537,343

39.868 142,189 365,908
. 5017 103,770
5871 2278 19.881
e 5636 26,005
296,954 10,797 316,789
- e 30
8,710 135,626 893,669
84,693 103,388 1,667.278
1117339 656,170 6,930,673
- 625 541,728
78.400 52,032 163,547
406,296 17.875 452,409
484,696 70.532 1,157,684
1,602,035 726,702 8,088,357
37,964 130,559 257,434
9,082 1.835 55,951
268,322 e 1,119,798
330,631 1,102,536 2433951
224,728 284,518 2,516,062
. 247,039 247,039

. . 274916

5477 127475 917,280
. 2,984,775
216,374 1,294,686 2,829,255
. 19,072 19,072

2,276 2276

13,657,809
$ 21,746,166
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF NET ASSETS
JUNE 30, 2010
(in thousands)

Total fund balances for governmental funds

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in governmental activities reported in governmental funds
are not financial resources and therefore are not reported in the funds.

Land and other nondepreciable assets
Nondepreciable infrastructure
ildi i and other d
Accumulated depreciation
Construction work in progress

iable assets

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds.

Compensated absences
Installment purchases/capital leases
Claims payable

Due to other governments

Bonds payable

Certificates of participation payable
Other

Accrued interest payable on bonds that is not recognized on the fund
but is ized on the of Net Assets.

Assets (receivables) not available to provide current resources are offset
with deferred revenues (liability) in the fund statements. The reduction of the
liability and recognition of revenue increases net assets in the Statement
of Net Assets.

Internal service funds are used to report activities that provide goods and
services to other funds or agencies within the state. Therefore, the excess
of assets over liabilities of the internal service funds are included as

governmental activities on the Statement of Net Assets.

Net assets of governmental activities
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$ 13,657,809

16,701,049
33,225,425
5,811,301
(3,271,991)
6,788,270
59,254,054

(826,322)
(56,363)
(2,556,388)
(207)
(21,151,097)
(126,675)

433,994
(25,151,046)

(58,716)

1,346,078

201473

$ 49.249,652

2010 STATE OF FLORIDA CAFR

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(in thousands)

REVENUES

Taxes

Licenses and permits

Fees and charges

Grants and donations
Investment earnings

Fines, forfeits, settlements as
Other

Total revenues

EXPENDITURES
Current:
General government
Education
Human services
Criminal justice and corre
Natural resources and env

2010 STATE OF FLORIDA CAFR

Environment,
Recreation Health and

General and Public Family

Fund Conservation Education Services
$ 23,803,370 § 297,513 § 1,097,796 $ 765,539
266,192 46,761 L. 36,144
1,439,692 159,381 44,350 1,271,318
14,111 218,217 4,310,238 19,893,810
402,174 91,141 110,258 15,886
nd judgments 45,644 8,173 87,758 35,282
7,348 4,523 4,105 10,317
25,978,531 825,709 5,654,505 22,028,296
3,763,525 17,15 ... 196,443
11,158,505 ... 6895407 ...

4,374,380

ctions 3,300,085 .
ironment 281,355 1,103,961

Nonmajor
Governmental Totals
Transportation Funds 6/30/10

$ 2,210,487 $ 216,557 $ 28,391,262
8,767 1,038,241 1,396,105
446,528 1,146,492 4,507,761
1,903,824 1,962,572 28,302,772
51,272 106,171 776,902
17,262 1,037,840 1,231,959
805 27,227 54,325
4,638,945 5,535,100 64,661,086
191,071 2,662,378 6,830,572
...... 148,073 18,201,985
407,542 27,506,447

993,513 4,293,598

887,787 2,353,990

2,999,149 53 3,050,317
...... 292,611 430,980
1,757,232 226,492 2,171,050
1,082,806 1,093,865

1,017,173 1,024211

4.947.452 7,718,428 66,957,015
(308,507) (2.183,328) (2.295,929)
444444 314,765 1,705,534

.... 1,961,934 1,961,934
1,091,134 4,012,322 10,203,770
(802,841) (2,151,690) (8,841,850)
1,456 9,594

(1,961,934) (1,961,934)

Transportation 51,115
State courts 138,369 .
Capital outlay 60,898 99,039 10,125 17,264
Debt service:
Principal retirement 8,973 2,086
Interest and fiscal charges 5,891 . 1,147
Total expenditures 23,143,096 1,220,155 6,905,532 23,022,352
Excess (deficiency) of revenues
over expenditures 2,835,435 (394,446) (1,251,027) (994,056)
OTHER FINANCING SOURCES (USES)
Proceeds of bond issues 4,215 371,000 1015554 ...
Proceeds of refunding bonds L L L
Operating transfers in 1,005,472 752,079 1,516,224 1,826,539
Operating transfers out (3,051,726) (815,164) (1,492,542) (527.,887)
Proceeds of financing agreements 8,138 .
Payments to refunded bond agent ...
Total other financing sources (uses) 2,033.901) 307,915 1,039,236 1,298,652
Net change in fund balances 801,534 (86,531) (211,791) 304,596
Fund balances - beginning 3,368,238 2,539,592 894,489 982,622
Adjustments to increase (decrease) beginning
fund balances L . 762,486 ..
Fund balances - beginning, as restated 3,368,238 2,539,592 1,656,975 982,622
Fund balances - ending $ 4169772 8§ 2453061 § 1445184 $ 1287218

288,293 2,176,853 3,077,048
(20,214) (6:475) 781,119
1,112,792 3,209,992 12,107,725
...... 6,479 768,965
1,112,792 3,216,471 12,876,690

The notes to the financial statements are an integral part of this statement.
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$ 1,092,578 $ 320999 §$ 13,657,809

29




THIS PAGE INTENTIONALLY LEFT BLANK

30

2010 STATE OF FLORIDA CAFR

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(in thousands)

Net change in fund balance - total governmental funds $ 781,119

Internal service funds are used by management to charge the costs of
goods or services to other funds and agencies within the state. Therefore, the
net revenue (expense) of the internal service funds is reported with
governmental activities. 50

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities the cost of these assets is allocated over the
estimated useful lives of the assets and reported as depreciation expense.
This is the amount by which capital outlay expenditures exceeded depreciation
in the current period.

Capital outlay expenditures 2,376,432
Depreciation expense (298.056)
2,078,376
In the Statement of Activities, the gain or (loss) on the sale of assets is reported
whereas in the governmental funds only the proceeds from the sale increase
financial resources. Thus, the change in net assets differs from the change in
fund balances by the cost of the assets sold. (60.500)
In the Statement of Activities, some revenues are recognized that do not
provide current financial resources and are not recognized as revenues in the
governmental funds until available, i.e., deferred revenues. 319.526
Some expenses reported in the Statement of Activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in governmental funds.
Decrease in compensated absences 10,063
Increase in accrued interest (4.208)
Increase in claims payable (91,665)
Increase in arbitrage liability (66)
Increase in other liabilities (204,110
(289,986)
The incurrence of long-term debt (e.g., bonds and leases) provides current
financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of
funds. Neither ion has any effect on net assets. Also,
governmental funds report the effect of premiums, discounts, and deferred
amounts on refundings when debt is issued, whereas these amounts are
deferred and amortized in the Statement of Activities.
Bond proceeds (1,705,534)
Refunding bond proceeds (1,961,934)
Financing agreement proceeds (9.594)
Repayment of bonds 1,073,505
P of capital leases/i purchase contracts 20,360
Payment to refunded bond escrow agent 1,961,934
Amortization of bond premium 98,280
Amortization of deferred amount on refunding (12,954)
Accrued interest payable at refunding (33.553)
(569,490)

Change in net assets of governmental activities 5
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2010 STATE OF FLORIDA CAFR

PROPRIETARY FUND FINANCIAL STATEMENTS

Major Funds
TRANSPORTATION
This fund accounts for operations of the Florida Turnpike Enterprise which includes the Florida Turnpike
System.
LOTTERY

This fund accounts for state lottery operations, which include sale of lottery tickets, payment of lottery
prizes, and transfers to the Education Enhancement Trust Fund.

FLORIDA HURRICANE CATASTROPHE FUND
This fund, administered by the State Board of Administration, is a blended unit and was created
to help cover insurers’ losses in the event of a hurricane disaster.

PREPAID COLLEGE PROGRAM

This fund, administered by the State Board of Administration, is used to account for payments from
purchasers of the Florida Prepaid College Program, a blended component unit. This program was created to
provide a medium through which the cost of state post-secondary education may be paid in advance of
enrollment at a rate lower than the projected corresponding costs at the time of enrollment.

UNEMPLOYMENT COMPENSATION
This fund accounts for the receipt of monies for and payment of unemployment compensation benefits.

Nonmajor Funds

Nonmajor enterprise funds are presented on page 201.

Internal Service Funds

Internal service funds are presented on page 207.
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2010 STATE OF FLORIDA CAFR

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

JUNE 30,2010

(in thousands)

2010 STATE OF FLORIDA CAFR

Hurricane Nonmajor Internal
Catastrophe Prepaid College  Unemployment Enterprise Totals Service
Lotter Fund Program ¢ Funds 6/30/10 Funds
ASSETS
nt assels
Cash and cash equivalents s 12839 S 85871 S a3 s s 1,543 s 1937 135498 S 26,648
Pooled investments with State Treasury 507286 175402 .. . 352,740 261479 1296907 585,440
Investments .. .. 8,652,314 1,612,316 13,554 10,278,184 69,078
Receivables, net 4612 20049 100,994 373,672 600,925 24296 1,124,548 20368
Due from other funds 1,798 - 3454 4444 9.696 42306
Due from component units/primary . . 1745 § 1745 838
Tnventories 5236 L2 L . 6,257 162
Other 2490 1616 37 4143
Total current assets S3L771 284833 8,754,967 2019253 960,407 305,747 12856978 744,840
Noncurrent assets
Restricted cash and cash equivalents 47 - 47
Restricted pooled investments with State Treasury 252,957 13,858 266,815
Restricted investments 284375 1,633,195 o - 1917570
Long-term investments .. 992,548 7,802, 65214 8,860,456
Advances to other funds 500 . - 500
Other loans and notes receivable, net .. 1,602,032 1,602,032
Capital assets
Land and other nondepreciable assets 912544 .. .. 912,544 360
Nondepreciable infrastructure 6,110,964 6110964
Buildings, equipment, and other depreciable assets 409,977 13,494 80 52 30,698 454301 999,512
Accumulated depreciation (206,484) (12,073) (74) (&) (22.744) (241,426) (348.461)
Construction work in progress 624,161 J . 624,161 316,739
Other 15717 9336 12,594 . § 37.647 .
Total noncurrent assets 8404758 1657810 1,005,148 9404727 73,168 20545.611 968.150
Total assets 8,936,529 1.942,643 9.760.115 11.423,980 960.407 378915 33,402,589 1.712,990
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 26,176 16,208 827,852 28,639 5839 1,121,296 92,588
Acerued prize liability .. 26738 .. . 267.398
Due to other funds 65,644 59,380 106 . 6273 134,582 27,867
Compensated absences .. 873 47 44 4134 5.098 2,991
Installment purchases/capital leases - - 1531
Bonds payable .. 269485 269.485 19,550
Bonds payable from restricted assets 100525 e 100,525 .
Deposits 7,707 y 7,707 176,854
Deferred revenues . - 32724 32724
Obligations under security lending agreements 77,885 865,090 1,395,363 20859 2,359,197 57421
Certificates of participation payable E . . 32,665
Tuition and housing benefits payable 589,532 589,532
Total current liabilities 277.937 1208949 1.097.490 2013578 219761 69.829 4887544 411,467
Noneurrent liabilities
Advances from other funds 267422 267422 2,803
Accrued prize liability .. 595792 .. 595,792 E
Due to other governments .. . 1,612,500 1612500 -
Bonds payable 2,882,927 5432301 8315228 379,900
Certificates of participation payable 686,179
Installment purchases/capital leases - . 12,164
Deposits 748 31,734 32482
Compensated absences 2.804 125 142 13291 16362 11,981
Tuition and housing benefits payable 8,926,893 8,926,893
Other 4,749 90 5438 11177 7.023
Total noncurrent liabilities 3,155,846 599,586 5432426 8927035 1,644,234 18.729 19.777.856 1,100,050
Total liabilities 3433783 1,808,535 6529916 10940613 1,863,995 88,558 24,665,400 1511517
NET ASSETS
Invested in capital assets, net of related debt 4901411 1421 6 2 7.954 4910794 141974
Restricted for unemployment compensation (903,588) (903,588)
Restricted for lottery 132687 .. 132,687
Restricted for Hurricane Catastrophe Fund .. 3,230,193 . 3,230,193
Restricted for Prepaid College Program o 483,365 483.365 .
Restricted - other 260844 . - 269,844 52,205
Unrestricted 331491 § . N 282,403 613,894 7294
Total net assets s 5502746 S 134,108 S 3230199 483367 S (903.588) S 200357 § 8737189 S 201473
‘The notes to the financial statements are an integral part of this statement
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2010 STATE OF FLORIDA CAFR 2010 STATE OF FLORIDA CAFR
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(in thousands)
Hurricane Nonmajor Internal
Catastrophe Prepaid College Unemployment Enterprise Totals Service
Transportation Lottery Fund Program Compensation Funds 6/30/10 Funds
OPERATING REVENUES
Sales - nonstate S 8,523 $ 3,906,484 $ 1443942 § 681,283 s S 67,508 $ 6,107,740 § 32,602
Fees 648,609 ... L 3,769 1,234,588 233,337 2120303 L
Sales - state . eooeey 21,321 21,351 1,930,760
Rents and royalties - nonstate 3 11,000 29
Rents -state L L 104 104 122,173
Fines, forfeits, settlements and judgments 299 48,121 51,396 .
Other . . 1 1 20,078
Total operating revenues 670,865 3,907,023 685,052 1,234,588 370,395 8,311,895 2,105,642
OPERATING EXPENSES
Benefit payments 7,656,494 7,656,494
Payment of lottery winnings 2,346,162 . 2,346,162
Commissions on lottery sales 216,207 . 216,207 .
Contractual services 233,774 94,424 1,514,287 60,719 2,157,446 1,079,964
Insurance claims expense L e e 856,561
Personal services 26,923 985 805 160,290 209,200 95,209
Depreciation 494 2 2 2,457 19,826 18,796
Materials and supplies 1,285 17 31 5.855 11,517 17,286
Repairs and maintenance 1,233 1 1 1479 2,714 18,444
Basic services 4,908 176 143 31,105 36,332 8,809
Interest and fiscal charges ... ... 44 37 . 1.497 1,578 2
Total operating expenses 275,171 2,691,636 255,467 1,515,306 7,656,494 263,402 12,657,476 2,095,071
Operating income (loss) 395,694 1,215,387 1,188,505 (830,254) (6,421,906) 106,993 (4,345,581) 10,571
NONOPERATING REVENUES (EXPENSES)
Grants and donations 1mges .. 5,448,016 98 5,459,980 1
Investment earnings 30,035 99,841 80,040 976,189 8,072 10,994 1,205,171 27,191
Interest and fiscal charges (102,604) (55.963) (106,853) (6,093) . (224) (271,737) (37.371)
Property disposition gain (loss) (1,362) “4) B (1,008) (2,374) (7,377)
Grant expense and client benefits R (929) (929) .
Emergency Assessment Funds Received 329341 . L 329,341 .
Other (533) - 3) (5.334) (4.331)
Total ing revenues (67.396) 43,874 302,528 970,096 5,456,088 8,928 6,714,118 (21,887)
Income (loss) before transfers
and contributions 328.298 1,259.261 1,491,033 139,842 (965.818) 115921 2,368,537 (11,316)
Operating transfers in 12120 ... JO 15,932 21423 49,475 25,596
Operating transfers out (19.429) (1,247,332) (10,000) (1,818) (16,728) (94.745) (1,390,052) (17,505)
Capital contributions ... . 504 504 3,275
Change in net assets 320,989 11,929 1,481,033 138,024 (966,614) 43,103 1,028,464 50
Total net assets - beginning 5,181,757 122,179 1,749,166 345,343 63,026 247,254 7,708,725 201,423
Total net assets - ending $ 5502746 S 134,108 $ 3.230,199 S 483,367 S (903,588) § 290357 § 8,737,189 $ 201,473

The notes to the financial statements are an integral part of this statement.
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2010 STATE OF FLORIDA CAFR

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(in thousands)

2010 STATE OF FLORIDA CAFR

Hurricane Nonmajor Internal
Catastrophe Prepaid College Unemployment Enterprise Totals Service
Transportation _ Lottery Fund —Program _Compensation Funds 08010 Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 555,753 $ 3,933,735 $ 1,429,075 N 533,809 $ 969,246 $ 365,637 $ 7,787,255 $ 2,134,357
Cash paid to vendors (290,161) (313,518) (4,748) (365,142) . (107,621) (1,081,190) (1,104,938)
Cash paid to employees (18,290) (26,545) (1,025) (791) (156,213) (202,864) (93,652)
Cash paid for grants made (320)
Lottery prizes (2,335.361) (2.335,361)
Cash paid for insurance claims (229,711) . (20) (229,731) (856,242)
Unemployment benefits - o (7,575.068) (275) (7,575.343)
Net cash provided (used) by operating activities 247,302 1,258,311 1,193,591 167,876 (6,605,822) 101,508 (3,637,234) 79.205
‘CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Transfers in (out) 116,280 (1,271,247) (10,000) (1,818) (797) (74,517) (1,242,099) 10,629
Advances from or repayment from other funds 39028 ... (61) 38,967
Advances, grants or loans (to) from or repayment from others (5.222) - 6,555,896 (929) 6,549,745
Cash received from sale of bonds 26,962 712,603 . 739,565
Payment of bonds or loans (principal and interest) (3,777) (372,394) (376,171)
Cash received from noncapital grants or donations 517 615
Emergency assessment funds received 329, 329,909
Net cash provided (used) by noncapital
financing activities 173,788 (1.271.247) 660118 (1.818) 6,555,099 (75,409) 6,040,531 10,629
‘CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Cash res d from sale of capital assets 6 6
Cash received from the sale of bonds 792,376 792,376 201,480
Payment of bond principal (319.930) (319,930) (34,125)
Payment of principal on installment purchase/capital lease e 977)
Payment of interest on bonds/installment purchase/capital lease (134.877) . (10) (134,887) (34,016)
Purchase or construction of capital assets (383,051) (684) &) (1,841) (385.581) (168.166)
Net cash provided (used) by capital and
related financing activities (45.476) (684) ) (1,851) (48.016) (35.804)
CASH FLOWS FROM INVESTING ACTIVITIES
Security lending (11,682) 57,655 - (17.984) (22.821) 5,168 (60,843)
Proceeds from the sale or maturity of investments 1,333,457 201,688 502,648,941 6,474,951 6,341,809 517,000,846
Cash paid to grand prize winners upon maturity of
grand prize investments (201,688) .. (201,688)
Investment earnings 36,931 6,112 76,745 118,281 61,598 10,275 309,942 24,600
Purchase of investments (1387.707) ... (504,579,538) (6,729,664) (6,340.217) (519.037.126)
Net cash provided (used) by investing activities (29.001) 63,767 (1,853,852) (154.416) 61,598 (10,954) (1,922,858) (36.243)
Net increase (decrease) in cash and cash equivalents 346,613 50,147 (148) 11,642 10,875 13,294 432,423 17,787
Cash and cash equivalents - beginning 426,516 224,984 191 21,623 343,408 250,122 1,266,844 594,301
Cash and cash equivalents - ending S 773,129 $ 275131 $ 43 S 33,265 $ 354,283 S 263,416 $ 1,699,267 $ 612,088
The notes to the financial statements are an integral part of this statement.
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2010 STATE OF FLORIDA CAFR 2010 STATE OF FLORIDA CAFR
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(in thousands)
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities Hurricane Nonmajor Internal
Catastrophe Prepaid College Unemployment Enterprise Totals Service
Transportation Lottery Program Compensation Funds 6/30/10 Funds
Operating income (loss) $ 395,694 $ 1,215,387 $ 1,188,507 $ (830,254)  $  (6421,906) $ 106,993 $ (4345579) S 10,571
Adjustment to reconcile operating income (loss) to
net cash provided (used) by operating activities:
Depreciation and amortization expense 16,871 494 2 2 2,457 19,826 18,796
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (682) 26,544 (3,568) (245,032) (201,817) (10,263) (434,818) 4,948
(Increase) decrease in due from other funds (108,686) 1 . (1,090) (1.557) (111,332) 4,908
Tncrease (decrease) in allowance for uncollectibles 166 (62,433) 177 (62,444) 1
(Increase) decrease in inventories @1 (197) (218) 5
(Increase) decrease in other non-current assets (6,263) _ ) (6,270) .
Increase (decrease) in accounts payable (26,571) 4,737 1,243,287 80,024 (4,679) 1,305,467 16,456
Increase (decrease) in compensated absences (153) (20) 29 (534) (678) 336
Increase (decrease) in due to other funds (23,498) (156) 1,400 556 (21,698) 1,752
Increase (decrease) in other non-current liability (2,308) e 2,940 1,164 3,722
Increase (decrease) in deposits
Increase (decrease) in deferred revenue (3,497) . 5,779 2,282 17,710
Increase (decrease) in prize liability 17,064 17,064 e
Net cash provided (used) by operating activities S 247,302 S 1258311 $ 1,193,591 $ 167,876 $ (6,@5,822) $ 101,508 $ (3,6_37.234) $ 79,205
Noncash investing, capital, and financing activities
Change in fair value of investments (31.456) 13,146 737,630 719,320

‘The notes to the financial statements are an integral part of this statement.
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2010 STATE OF FLORIDA CAFR

FIDUCIARY FUND FINANCIAL STATEMENTS

PRIVATE-PURPOSE TRUST FUNDS
Individual fund descriptions and financial

I statements begin on page 215.

PENSION AND OTHER EMPLOYEE BENEFITS TRUST FUNDS

Individual fund descriptions and financial

INVESTMENT TRUST FUNDS
Individual fund descriptions and financial

AGENCY FUNDS

I statements begin on page 221,

| statements begin on page 227.

Individual fund descriptions and financial statements begin on page 231.
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2010 STATE OF FLORIDA CAFR

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30,2010
(in thousands) Pension and
Private-  Other Employee
purpose Benefits Investment  Agency Totals
Trust Funds _ Trust Funds _ _Trust Funds Funds 6/30/10
ASSETS
Cash and cash equivalents S 7400 S 231462 S 1360 17999 S 258221
Pooled investments with State Treasury 569.695 104,306 1,842,439 768,234 3,284,674
Total cash and cash equivalents 577,095 335768 1,843,799 786,233 3,542,805
Investments
Certificates of deposit 1,186 644944 1292084 1,938,214
UsS. & federally i 20,065 6,453,186 498,154 6.971.405
Federal agencies 19,833 7,991,779 403,346 28370 8,443,328
Commercial paper 357 3771924 1,712,157 5,484,438
Repurchase agreements 17 1,565,783 856,555 2422355
Bonds and notes 38,856 15,284,682 383,010 15,706,548
International bonds and notes 5,661 3.364,160 67,981 3,437,802
Real estate contracts 6,160,289 6,160,289
Mutual fund investments 2, 10,421,035 10,423.435
Money market and short-term investments 18,446 894,914 467,218 1,380,578
Domestic equity 98214 40,188,325 40,286,539
Limited partnerships 6.372,309 6,372,309
Equity group trust 2,083 2,083
International equit 17,068.312 17,068,922
Deferred compensation annuities 44717 717
Other investments 5615 150 5765
Total investments 205645 120.234.057  5.182.351 526,674 126,148,727
Receivables
Accounts reccivable 23,299 4361 425,550 453,210
State contributions receivable 58,581 58,581
Nonstate contributions receivable 283,711 7 283,718
Interest receivable 264,638 1,445 11,748 279,456
Dividends reccivable 120,264 120371
Pending investment sales 2,566,914 2,567,083
Forward contracts 564,629 564,629
Duc from state funds 178 1,734 58,505 60,417
Due from other governments 20,609 20,609
Total receivables 45.987 3,864,832 1.445 495,810 4.408,074
Security lending collateral 22,705 5,145.215 5,167,920
Advances to other funds 540,331 . 540,331
Loans reccivable 1,111,983 1,111,983
apital assets 3,057 14 4,525
Accumulated depreciation (2,095) (806) (2.901)
Other assets 20,394 9.435 18 29.847
Total assets 2525102 129.589.969  7.027.613 1808717  140.951401
LIABILITIES
Accounts payable and accrued liabilities 11,635 68,794 129 557,933 638,491
Duc to other funds 1,770 4256 25 52,857 58,908
DROP 2,331,168 2,331,168
Pending investment purchases 21 5,713,046 5,713,267
Short sell obligations 724,659 724,659
Forward contracts payable 562,818 562,818
Broker rebate fees 2 2
Duc to other governments 2,990 645 494,347 497,982
Duc to component units/prima 7,153 7.1
Obligations under security lending agreements 5311313 188,475 14,340 5,596,452
Claims payable 5298 17,666 22,964
Deposits payable 2516 12,949 664,421 679.886
Compensated absences 359 1,102 1461
Other liabilities 142 2686 . 2828
Total liabilities 101,960 14,738,334 189274 1,808,717 16,838,285
NET ASSETS

Held in trust for pension benefits and other purposes _$ 2,423,142 § 114.851.6_35 $ 6,838,339

$124,113,116

The notes to the financial statements are an integral part of this statement.
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2010 STATE OF FLORIDA CAFR

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(in thousands)

Pension and
Private- Other Employee
purpose Benefits Investment Totals
Trust Funds Trust Funds TrustFunds _ __ 06/3010
ADDITIONS
Contributions and other deposits
Pension fund contributions - state s s 895450 § S 895450
Pension fund contributions - nonstate 2,758,542 2,758,542
Employer/employee contributions 141,361 141,361
Purchase of time by employees . 86,520 86,520
Fees 1598 702 2,300
Grants and contributions 228,749 e 228,749
Flexible benefits contributions 224390 224,390
Fines, forfeits, settlements and judgments 572 9 581
Unclaimed property remittances 357.889 e e 357,889
Transfers in from state funds 7407 697,133 92,929 797.469
Total contributions and other deposits 596215 4,804,107 92929 5493251
Investment income
Interest income 38,864 1,880,551 69.971 1989386
Dividends 1.795 1452272 . 1,454,067
Other investment income e 36 e
Net increase (decrease) in fair market value 13318 12215123 89,600 12,318,041
Total investment income 53977 15,547,982 159,571 15.761.530
Investment activity expense ©17) (307.174) (2.874) (311,025)
Net income (loss) from investing activity 53,000 15.240.808 156,697 15,450,505
Security lending activity
Sceurity lending income 12 58,808 58,920
Security lending expense 42) (16.795) (16.837)
Net income from security lending 70 42,013 . 42,083
Total net investment income 53,070 15,282,821 156,697 15,492,588
Other additions 6989 1.927 i 8916
Total additions 656,274 20,088,855 249,626 20994755
DEDUCTIONS
Benefit payments e 7,148,823 7,148,823
Insurance claims expense 15178 L. 15,178
Supplemental insurance payments 63,004 63,004
Flexible reimbursement payments 25,183 25,183
Life insurance premium payments 36,718 36,718
Renittances to annuity companies 202,542 202,542
Interest expense 4932 1 4933
Student loan default payments 212,579 212,579
Payments to unclaimed property claimants 191,232 191,232
Distribution to State School Fund 85,533 85,533
Administrative expense 7325 40,829 48,189
Property disposition gain (loss) e 1
Transfers out to state funds 3,889 730,085 826,903
Other deductions 27915 111 e 28,026
Total deductions 548,584 8.247.386 92,964 8.888.934
Depositor vity
Deposits 20490 .. 14,681,713 14,886,613
Withdrawals (37413) (14:334,110) (14.371,523)
Excess of deposits over 167.487 e 347,603 515,000
Change in net assets 275,177 11,841,469 504,265 12,620,911
Net assets - beginning 2.147.965 103.010.166 5,656,395 110.814.526
Adjustments to increase (decrease) beginning
net assets e e 677,679 677,679
Net assets - beginning, as restated 2,147.965 103,010,166 6334.074 111,492,205
Net assets - ending $ 124,113,116

$ 2423142 S IMRSLG_ZS

$ 6.&8 339

‘The notes to the financial statements are an integral part of this statement.
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2010 STATE OF FLORIDA CAFR

COMPONENT UNIT FINANCIAL STATEMENTS

Major Component Units

FLORIDA HOUSING FINANCE CORPORATION

Pursuant to Section 420.504, Florida Statutes, this corporation was created as an entrepreneurial public
corporation organized to provide and promote public welfare by administering the governmental function of
financing or refinancing housing and related facilities in Florida.

UNIVERSITY OF FLORIDA

University of Florida is a major, public, comprehensive, land-grant, research university with a main campus
location in Gainesville, Florida.

CITIZENS PROPERTY INSURANCE CORPORATION

Pursuant to Section 627.351(6), Florida Statutes, this corporation was created to provide certain residential

property and casualty insurance coverage to qualified risks in the State of Florida under specified
circumstances.

Nonmajor Component Units

Nonmajor component units are presented beginning on page 237.

47

2010 STATE OF FLORIDA CAFR

2010 STATE OF FLORIDA CAFR

STATEMENT OF NET ASSETS
COMPONENT UNITS
JUNE 30,2010
(in thousands)
Florida Citizens
Housing University Property Nonmajor
Finance of Insurance Component
Corporation Florida Corporation Units
ASSETS
Cash and cash equivalents $ 268424 S 172,122 $ 3218519 8 1,326,775
Pooled investments with State Treasury 306,186 973,123 - 1,546,522
Other investments 2,496,615 1,967,735 5,166,749 4,502,462
Receivables, net 122,407 495,297 248,336 1,120,265
Due from component units/primary 132,038 949,312
Inventories 26,610 36,216
Restricted cash and cash equivalents 1,737 14,409 274,991
Restricted pooled investments with State Treasury 80,682 383,835
Restricted investments . 207 1,495,956
Other loans and notes receivable, net 2,978,675 38,004 332,871 83,087
Other assets 45,686 143,470 150,348 285,395
Capital assets, net 105 2,767,037 18,671 17,389,740
Total assets 6,218,098 6,798,062 9,149,903 29,394,556
LIABILITIES
Accounts payable and accrued liabilities 220,663 419,027 899,263 1,620,404
Due to component units/primary . 63,560 . 154,515
Deferred revenues 69,018 109,132 995,328 551,883
Long-term liabilities
Due within one year 268,021 88,769 798,775 299,582
Due in more than one year 3,946,465 1,522,918 2,008,999 3,491,428
Total liabilities 4,504,167 2,203,406 4,702,365 6,117,812
NET ASSETS
Invested in capital assets, net of related debt . 1,916,019 18,671 14,967,269
Restricted for
Debt service . 4,684 69,149
Other 936,661 14,409 1,166,935
Funds held for permanent endowment
Expendable e 153,431 1,528,601
Nonexpendable . 1,037,922 1,962,262
Unrestricted 1,713,931 545,939 4414458 3,582,528
Total net assets S 1,713,931 _§ 4,594,656 $ 4,447,5&% S 23,276,744

The notes to the financial statements are an integral part of this statement.
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Totals
6/30/10

$ 4985840
2,825,831
14,133,561
1.986,305
1081350
62,826
291,137
464,517
1,496,163
3,432,637
624,899
20,175,553

51,560,619

3,159,357
218,075
1,725,361

1.455,147

10,969,810

16,901,959

73,833
2,118,005

1,682,032
3,000,184
10,256,856
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STATEMENT OF ACTIVITIES

COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 2010
(in thousands)

Program Revenues

2010 STATE OF FLORIDA CAFR

Net (Expense) Revenue and Changes in Net Assets

Florida Citizens
Operating Capital Housing University Property Nonmajor
Charges for Grants and Grants and Finance of Insurance Component Totals
Functions/Programs Expenses Services Contributions Corporation Florida Corporation Units 6/30/10
Florida Housing Finance $ 749,194 § 330,496 S e § N (418,698) $ $ N $ (418,698)
Corporation
University of Florida 4,790,001 2,593,967 1,248,514 58,140 (889,380) e (889,380)
Citizens Property Insurance 1,073,860 1,711,429 P 637,569 . 637,569
Corporation
Nonmajor component units 9,996,332 2,591,938 3,340,908 624,275 (3439211) (3439211)
Total component units $ 16609387 § 7227830 § 4589422 § 682,415 (418,698) (889,380) 637,569 (3,439.211) (4,109,720)
General revenues
Property taxes o 897,925 897,925
Investment earnings (loss) 225,347 110,799 537,539 873,685
Gain (loss) on sale of capital assets 2,124 10,769 12,893
Payments from the State of Florida 593,116 2,496,226 3,089,342
Miscellaneous 168,265 179,658 266 543,146 891,335
Contributions to permanent funds 32,168 24916 57,084
Total general revenues and contributions 168,265 1,032,413 111,065 4,510,521 5822264
Change in net assets (250,433) 143,033 748,634 1,071,310 1,712,544
Net asscts - beginning 1,964,364 4,408,954 3,698,904 21,988,536 32,060,758
Adjustments to increase (decrease) beginning net assets 42,669 216,898 259,567
Net assets - ending S S 4594656 S 4447538 S 23276744 S 34,032,869
The notes to the financial statements are an integral part of this statement.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The State of Florida’s (the state’s) financial reporting entity includes the primary government (i.e., legislative agencies, the
Governor and Cabinet, departments and agencies, commissions and boards of the Executive Branch, and various offices
relating to the Judicial Branch) and its component units.

Component units, as defined in Governmental Accounting Standards Board (GASB) Codification Section 2100, Defining the
Financial Reporting Entity, and Section 2600, Reporting Entity and Comy Unit I ion and Disclosure, are legally
separate organizations for which the elected officials of the state are iall ble. In addition, units can
be other organizations for which the nature and slgnmcance of their re]allonshlp with the state are such that exclusion would
cause the state’s financial to be mi or

Blended Component Units

A component unit is reported as blended when either (1) the unit’s body is sut i the same as the
governing body of the state or (2) the component unit provides services entirely, or almost entirely, to the state or otherwise
exclusively, or almost exclusively, benefits the state even though the component unit does not provide services directly to the
state.

The state’s blended component units are:

= Citrus Commission (Department of Citrus)

#  Corrections Foundation, Inc.

= Florida Board of Governors

Florida Clerks of Court Operations Corporation
Florida Engineers Management Corporation
Florida Prepaid College Board

Florida School for the Deaf and the Blind
Florida State Board of Administration (SBA)
Florida Surplus Lines Service Office

Florida Water Pollution Control Financing Corporation
Inland Protection Financing Corporation
Scripps Florida Funding Corporation

Space Florida

= State Board of Education (SBE)

Wireless Emergency Telephone System

= Workforce Florida, Inc.

e e
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Section D of this note for more information on major fund determination and presentation. The state’s discretely presented
component units are grouped into the following categories:

State Universities and Colleges. State universities and colleges receive funding from the state. The state university system is
governed by the Florida Board of Governors. Each university is administered by a local board of trustees. The Florida college
system is governed by the State Board of Education. All state universities and Florida colleges have a June 30 year-end.
Component units included in this category are:

State Universities
Major:
= University of Florida
Nonmajor:
= Florida Agricultural and Mechanical University
Florida Atlantic University
Florida Gulf Coast University
Florida International University
Florida State University
New College of Florida
University of Central Florida
University of North Florida
University of South Florida
University of West Florida

e e

Florida Colleges
Nonmajor:

= Brevard Community College

Broward College

College of Central Florida

Chipola College

Daytona State College

Edison State College

Florida State College at Jacksonville

Florida Keys Community College

Gulf Coast Community College

Hillsborough Community College

Indian River State College

Florida Gateway College

Lake-Sumter Community College

= State College of Florida, Manatee-Sarasota

Blended component units that are considered major funds are reported in separate columns in the fund financial statements. N %"’"" Dade College
- y y . . : . - orth Florida Community College
Other blended component units that are considered nonmajor funds are reported with other funds in the appropriate columns in N
the fund financial statements. In addition, the financial data for some blended component units (i.c., State Board of +  Northwest Florida State College
Administration) are reported in more than one fund type, some of which are considered major and others that are considered *  PalmBeach State CQI]EE&_
nonmajor. Refer to Section D of this note for more information on the determination criteria for major funds and a list of major *  Pasco-Hemando Community College
funds and fund types. = Pensacola State College
= Polk State College
Discretely Presented Component Units = St. Johns River Community College
= St. Petersburg College
Component units that are not blended are di In the gover ide financial discrete = Santa Fe College
presentation entails reporting component unit financial data in a column separate from the financial data of the state. = Seminole State College of Florida
+  South Florida Community College
In addition, financial data for di ly presented units that are idered major are reported in separate columns »  Tallahassee Community College
in the basic financial statements for componenl units. Discretely presented component units that are considered nonmajor are = Valencia Community College
combined and reported in one column in the component unit financial and are by type in the
statements. The state’s financial statements are reported for the fiscal year ended June 30, 2010. The state’s component units’
financial statements are reported for the most recent fiscal year for which an audit report is available. Some component units
have a fiscal year other than June 30. Accordingly, amounts reported by the state as due from and to component units on the
statement of net assets may not agree with amounts reported by the component units as due from and to the state. Refer to
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Florida Housing Finance Corporation (Major). Pursuant to Section 420.504, Florida Statutes (F.S.), this corporation was
created as an entrepreneurial public corporation organized to provide and promote public welfare by administering the Joint Ventures

governmental function of financing or refinancing housing and related facilities in Florida. This entity has a December 31
year-end.

Water Management Districts. Pursuant to Section 373.069, F.S., these districts were created to provide for the management
and conservation of water and related land resources. In addition, the general regulatory and administrative functions of the
districts are either fully or in part financed by general appropriations. Water districts have a ber 30 year-
end. Component units included in this category are:

Nonmajor:
= Northwest Florida Water Management District
= St. Johns River Water Management District

= South Florida Water Management District

= Southwest Florida Water Management District
= Suwannee River Water Management District

Citizens Property Insurance Corporation (Major). Pursuant to Section 627.351(6), F.S., this corporation was created to
provide certain residential property and casualty insurance coverage to qualified risks in the state under specified
circumstances. This entity has a December 31 year-end. For additional information, refer to Note 14B.

Other.  Additional discretely presented component units of the state include various foundations and not-for-profit
organizations. The fiscal year-ends of these component units may vary. Component units included in this category are:
Nonmajor:
= Commission for Florida Law Enforcement Accreditation, Inc.*
= Enterprise Florida, Inc.
= Florida Agricultural Museum*
Florida Agriculture Center and Horse Park Authority*
Florida Agriculture in the Classroom Program*
Florida Birth-Related ical Injury Cq ion Plan
Florida Black Business Investment Board, Inc.*
Florida Board of Governors Foundation, Inc.*
= Florida Comprehensive Health Association
= Florida Education Foundation, Inc.*
= Florida Education Fund, Inc.
= Florida Fund for Minority Teachers, Inc.*
= Florida Healthy Kids Corporation

Florida Mobile Home Relocation Corporation*®
Florida Patient’s Compensation Fund
Florida Sports Foundation, Inc.*
= Florida State Fair Authority
Florida Telecommunications Relay, Inc.*
Florida Tourism Industry Marketing Corporation, Inc.
= Forestry Arson Alert Association, Inc.*
Friends of Florida State Forests, Inc.*
Higher Educational Facilities Financing Authority*
= Prison Rehabilitative Industries and Diversified Enterprises, Inc. (PRIDE)
South Florida Regional Transportation Authority (formerly Tri-County Commuter Railroad Authority)
Technological Research and Development Authority*
The Florida Endowment Foundation for Vocational Rehabilitation, Inc.
Wildlife Alert Reward Association®
= Wildlife Foundation of Florida, Inc.*

*The state’s financial statements do not include amounts relating to several component units. The assets and revenues relating
to these component units totaled $61 million and $101 million, respectively. These amounts represent less than one percent of
total aggregate component unit assets and revenues.

A joint venture is an organization that results from a contractual arrangement and that is owned, operated, or governed by two
or more participants as a separate and specific activity subject to joint control, in which the participants retain (1) an ongoing
financial interest or (2) an ongoing financial responsibility. Financial data for the state’s joint ventures are not included in its
statements. The state’s joint ventures include the following:

Apalachicola-Chattahoochee-Flint River Basin (ACFRB) Commission. Section 373.69, F.S., provided for the creation of an
interstate administrative agency to promote interstate comity, remove causes of present and future controversies, equitably
apportion the surface waters of the ACFRB, and engage in water planning. Operational funding required by the Commission is
equally shared among the party states.

Board of Control for Southern Regional Education. Scction 1000.32, F.S., promotes the development and maintenance of
regional education services and facilities in the southern states to provide greater educational advantages and facilities for the
citizens in the region. The states established a joint agency called the Board of Control for Southern Regional Education to
submit plans and recommendauons to the slales l‘rom time to time for lhelr approval and adopllon by appropriate legislative
action for the operation, and of facilities in the region.

Regional Planning Councils. Sections 186.501 through 186.513, F.S., the “Florida Regional Planning Council Act,” provide
for the creation of reglonal plannmg agencies to assist local governments in resolving their common problems. The regional
planning councils are d d as the primary or to address problems and plan solutions that are of greater-than-
local concern or scope. Participants in these councils are required by statutes to contribute to the support of these programs.

Southern States Energy Compact. Section 377.711, F.S., enacted this compact into law joining the State of Florida and other
states to recognize that proper employment and conservation of energy and employment of energy-related facilities, materials,
and products can assist substantially in the industrialization of the South and the development of a balanced economy in the
region. The State of Florida appropriates funds to support Florida’s participation in the compact.

Related Organizations

Organizations for which the state is accountable because the state appoints a voting majority of the board, but for which the
state is not financially ble, are related organizati The state’s related organizations include certain transportation
authorities, hospital dlslncls port authorities, and aviation authorities. Since the state is not financially accountable for any of
these organizations, applicable financial data is not included in the state’s financial statements.

Contact

Financial statements of the component units that issue separate statements and other financial statement-related information
may be obtained from:

Department of Financial Services
Bureau of Accounting

Statewide Financial Reporting Section

200 East Gaines Street

Tallahassee, Florida 32399-0354

Telephone: (850) 413-5511

Department Website: http://www.myfloridacfo.com

Joint ventures may be contacted directly for their financial statements.
B. Basic Financial Statements
The state’s financial statements have been prepared in accordance with generally accepted accounting principles as prescribed

by GASB. The basic financial statements of the state, including its component units, are presented in the required format
discussed below.
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Government-wide Financial Statements

The gover de financial (i.e., the statement of net assets and the statement of activities) report information
on all of the nonfiduciary activities of the primary government and its component units. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support. Likewise, the primary government is reported separately from its
discretely presented component units.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by program
revenues. Direct expenses are those that are clearly identifiable to a specific function. Some functions may include
administrative overhead that is essentially indirect expenses of other functions. The state currently does not allocate those
indirect expenses to other functions. Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; (2) grants and contributions that are restricted
to meeting the operational requirements of a particular function; and (3) grants and contributions that are restricted to meeting
the capital requirements of a particular function. Taxes and other items not included in program revenues are reported in
general revenues.

Fund Financial Statements

Separate fund financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though
the latter are excluded from the gover ide financial

C. Basis of Accounting

The gover ide financial are reported using the economic resources measurement focus and the accrual basis
of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.

G 1 fund ﬁnzmclal are reporled usmg the current financial resources measurement focus and the modified
accrual basis of Revenues are d as they become susceptible to accrual, generally when they are both
measurable and available. Revenues collected within 60 days of the end of the current fiscal year are considered available,
with the exception of certain tax revenues, which are considered available when collected within 30 days of year-end. For
governmental funds, certain long-term liabilities, such as compensated absences, due within 60 days of the end of the current
fiscal year are expected to be liquidated with expendable financial resources and are recognized within the applicable
governmental fund. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
expenditures for insurance and similar services extending over more than one fiscal year generally are accounted for as
expenditures of the fiscal year of acquisition. Further, principal and interest on general long-term debt are recognized when
due.

Under GASB Codification Section P80, Proprietary Fund Accounting and Financial Reporting, the state, for business-type
activities and enterprise funds, has the option to elect to apply all pronouncements of the Financial Accounting Standards
Board (FASB) issued after November 30, 1989, unless those pronouncements conflict with GASB pronouncements. The state
has elected not to apply FASB pronouncements issued after the applicable date.

D. Basis of Presentation
Major Funds

GASB Codification Section 2200, Comprehensive Annual Financial Report, sets forth minimum criteria (percentage of the
assets, liabilities, revenues, or expenditures/expenses for either fund category or the governmental and enterprise funds
combined) for the determination of major funds. GASB Codification Section 2200 further requires that the reporting
government’s main operating fund (the General Fund) always be reported as a major fund. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements. The nonmajor
funds are combined in a column in the fund financial statements and detailed in the combining statements. The state reports
the following major funds:

Major Governmental Funds

General Fund - accounts for the financial resources of the state, except those required to be accounted for in another fund.
This is the state’s primary operating fund.
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Environment, Recreation and Conservation — a special revenue fund, accounts for the operations of various programs such as
air pollution control, water quality assurance, ccosystem management, and marine resources conservation.

Public Education — a special revenue fund, includes funds used to operate education-related programs.

Health and Family Services — a special revenue fund, includes funds used to operate various health and family service-related
programs such as health care, elder affairs, and child support.

Transportation — a special revenue fund, accounts for the maintenance and development of the state highway system and other
transportation-related projects.

Major Business-type Funds
Transportation — an enterprise fund, primarily accounts for operations of the Florida Turnpike.

Lottery — an enterprise fund, accounts for state lottery operations, which include sale of lottery tickets, payment of lottery
prizes, and transfers to the Educational Enhancement Trust Fund.

Florida Hurricane Catastrophe Fund — an enterprise fund, accounts for investments for the Florida Hurricane Catastrophe
Fund, which was created to help cover insurers” losses in the event of a hurricane disaster.

Prepaid College Program — an enterprise fund, accounts for payments from purchasers of the Florida Prepaid College
Program. This program was created to provide a medium through which the cost of state post-secondary education may be
paid in advance of enrollment at a rate lower than the projected corresponding costs at the time of enrollment.

U C ion — an enterprise fund, accounts for contributions, benefit payments, grants, loans, and
investments for the Unemployment Compensation Fund, which was created to pay unemployment benefits to eligible
individuals.

Fund Types
Additionally, the state reports the following fund types:
Internal Service Funds

These proprictary-type funds are primarily used to report activities that provide goods or services to other funds or agencies
within the state, rather than to the general public. Internal service funds are classified into the following categories:

*  Employee Health and Disability — includes funds that account for state employees” health and disability plans.

= Data Centers - accounts for services provided by data processing centers operated by various agencies.

= Communications and Facilities - primarily accounts for services provided by the Department of Management
Services such as those related to the construction, operation, and maintenance of public facilities, and management
and operation of the SUNCOM (state communication) Network.

®  Other - accounts for services provided to other state agencies such as legal services, records management, and
community services (inmate work squads).

Fiduciary Fund Tvpes

Fiduciary funds are used to report assets held in a trustee or agency capacity for others and, therefore, cannot be used to support
the state’s own programs.

Private-Purpose Trust Funds - used to report trust arrangements under which principal and income benefit individuals, private
organizations, or other governments including funds accounting for unclaimed property; federally guaranteed, higher education

loans; contributions to a college savings plan; and various others.

Pension and Other Employee Benefits Trust Funds - used to report resources that are required to be held in trust for the
members and beneficiaries of the state’s pension plans and other employee benefit plans.
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Agency Funds - used to report resources held by the state in a purely custodial capacity. For example, these funds account for
asset and liability balances related to retiree health care, taxes collected and held by the Department of Revenue for other
entities, and student funds held by the School for Deaf and Blind.

Investment Trust Funds - used to report the external portion of investment pools reported by the state.

E. Assets, Liabilities, and Net Assets or Fund Balance

Cash and Cash Equivalents

The state’s cash includes cash on hand and on deposit in banks, including demand deposits, certificates of deposit, and time
deposits. Most deposits are held by financial institutions qualified as public depositories under Florida law. Cash equivalents
are short-term, highly liquid investments. For the purposes of GASB Codification Section 2450, Cash Flow Statements,
pooled investments with the State Treasury are considered cash equivalents. Details of deposits are included in Note 2.

Investments

Florida Statutes authorize the state to invest in various instruments. The state records investments in accordance with GASB
No. 31, 4 ing and Financial Reporting for Certain and for External Investment Pools.

Investments with the State Treasury are reported at fair value which is obtained from independent pricing service providers.
Independent pricing service providers use quoted market prices when available and employ various, sometimes proprietary,
multifactor models for determining a security’s fair value if it is not available from quoted market prices. Some securities
including U.S. government, municipal bonds, and mortgage-backed and asset-backed securities are priced using evaluated bid
prices. Evaluated bid prices are determined by taking bid prices and adjusting them by an evaluated adjustment factor derived
from the independent pricing service’s multifactor model. If values are not available using the above methods, secondary
methods such as non-evaluated mid price and bid price are used. If no source of values is available, cost or last available price
from any source is used, or other pricing methodology as directed by the State Treasury.

Investments managed by the State Board of Administration (SBA) are rcporlcd in various funds. Investments of the Debt
Service Escrowed Fund, which meet the i of a legal or are reported at cost. Investments
of the Local Government Surplus Funds Trust Fund (LGIP) are reported based on amortized cost and disclosed in Note 2 at fair
value. Other investments managed by the SBA, including those related to the state’s defined benefit and defined contribution
pension plans, are reported at fair value at the reporting date.

For SBA-managed investments, fair values are obtained or estimated in accordance with the Global Pricing Guidelines
established with the SBA’s custodian, BNY Mellon Bank. BNY Mellon Bank uses a variety of independent pricing vendors
and designates certain vendors as the primary source based on asset type, class or issue. BNY Mellon Bank monitors prices
supplied by primary sources and may use a supplemental price source or change the primary price source if any of the
following occurs:

= The price of a security is not received from the primary price source.

= The primary price source no longer prices a particular asset type, class or issue.

= The SBA or its portfolio investment manager challenges a price and BNY Mellon Bank reviews the price with the
vendor, who agrees that the price provided by that vendor may not be appropriate.

= The price from the primary source exceeds BNY Mellon Bank’s price tolerance checkpoints and results in a vendor
comparison review where another source is deemed to be more appropriate by the BNY Mellon Bank.

When a portfolio includes securities or instruments for which BNY Mellon Bank does not receive a price from its vendor price
sources, BNY Mellon Bank uses a “non-vendor price source.” Examples include, but are not limited to, limited partnerships or
similar private investment vehicles that do not actively trade through established exchange mechanisms; other private
placements where there is no or limited information in the market place; and unique fixed income and equity instruments. In
such cases where the securities or instruments are in the portfolio of an investment manager, BNY Mellon Bank will obtain the
non-vendor price by either contacting the manager of the investment vehicle where the security is a private vehicle, e.g., the
“General Partner” of a Limited Partnership, or by contacting the investment manager which directed the purchase of the
security or other instrument to obtain direction as to a price. The SBA does not provide direction regarding the substitution of
prices in such instances where securities or instruments are in the portfolio of an investment manager appointed by the SBA.
In such cases where the SBA directed the purchase of such securities or instruments, BNY Mellon Bank may obtain the non-
vendor price by contacting the SBA only if it is not commercially reasonable to directly obtain the non-vendor price from the
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broker of record, as identified by the SBA. BNY Mellon Bank performs a limited reasonableness review of non-vendor prices
by comparing the current month-end price to the prior month-end price.

Investments that do not have an established market are reported at their estimated fair value. Real estate investments are based
on independent appraisals or more recent appraisals provided by real estate investment advisors, adjusted by subsequent cash
flows (i.c. contributions and withdrawals). Investments in are valued on the basis of expected future principal and
interest payments and are discounted at prevailing interest rates for similar instruments. For the few mortgaged-backed
securities that BNY Mellon Bank is unable to obtain a price source, SBA obtains broker prices for each of the underlying
mortgage collateral holdings and calculates a total market value, then divides the total market value by the total current
outstanding face of the investment security to get a price per unit. SBA’s total units held, multiplied by the unit price, is used as
the estimated fair value. If no current price source can be found for a security, the last known price from any source is used.
Because of the inherent uncertainty of the valuation using pricing methodologies other than the quoted prices, the estimated
fair values may differ from the values that would have been used had a ready market existed.

Investment detail is included in Note 2.

Inventories

Inventories primarily consist of supplies. Inventories are recorded to the method as
expenditures when consumed. At the end of the fiscal year, inventory is reported as an asset and a fund balance reservation.
The method used to determine the cost of inventories varies by agency responsible for the inventories.

Capital Assets

Capital assets are real, personal, and intangible property that have a cost equal to or greater than an established capitalization
threshold and have an estimated useful life extending beyond one year. For additional information, refer to Note 5.

Long-term Liabilities

Refer to Note 8 for information on bonds payable and certificates of participation, Note 9 for information on installment
purchase contracts and capital leases, and Note 10 for changes in long-term liabilities.

Compensated Absences Liability

Employees eam the right to be compensated during absences for vacation and illness as well as for unused special
compensatory leave eamed for hours worked on legal holidays and other specifically authorized overtime. Compensated
absences for annual leave are recorded as a liability when the benefits are earned. Compensated absences for sick leave are
calculated based on the vesting method. Within the limits established by law or rule, the value of unused leave benefits will be
paid to employees upon separation from state service. The amounts reported for compensated absences are based on current
year-end salary rates and include employer Social Security and Medicare tax and pension contributions at current rates.

Net Assets

The government-wide statement of net assets classifies net assets into the following categories: (1) invested in capital assets,
net of related debt, (2) restricted, and (3) unrestricted. The “invested in capital assets, net of related debt” component of net
assets consists of capital assets, including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, construction,
or improvement of those assets. Net assets are reported as “restricted” when constraints placed on net asset use are cither (a)
externally imposed by creditors, grantors, contributors, or laws or regulations of other governments, or (b) imposed by law
through constitutional provisions or enabling legislation. “Unrestricted” net assets consist of net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related debt.” When both restricted and unrestricted resources are
to be used for the same purpose, the agency responsible for administering the resources determines the flow assumption used to
identify the portion of expenses paid from restricted resources. At June 30, 2010, the government-wide statement of net assets
report $11.4 billion of restricted net assets, of which $7.6 billion is restricted by enabling legislation.
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Reserves of Fund Balance

In the fund financial statements, governmental funds report reserves of fund balance for amounts that are not available for
appropriation or are legally reserved by outside parties for use for a specific purpose. The state has the following types of
reserves of fund balance:

Reserve for

purchase orders, contracts, and other commitments.

Reserves for inventories, advances, and long-term receivables represent fund assets that are not expendable financial
resources.

Reserve for capital outlay represents funds reserved for capital projects.
Reserve for debt service represents fund assets reserved for payment of debt service.

Reserve for permanent trust represents trust fund assets for which the corpus and the residual net earnings are non-expendable
and the net eamings are reserved for endowment-approved programs.

Reserve for Budget Stabilization Fund represents funds available to cover revenue shortfalls in the General Revenue Fund and
for emergencies defined by law.

Other reserves represent fund assets reserved for various reasons, including donor-imposed restrictions and statutory
guidelines.

F. Interfund Activity and Balances

The effect of interfund activities, except those between funds reponed as governmental activities and funds reported as
business-type activities, has been eliminated from the In the fund financial statements, transfers
represent flows of assets without equivalent flows of assets in return or a requirement for repayment. Transfers are recorded
when a fund receiving revenue provides it to the fund which expends the resources. Transfers between funds are made to
accomplish various provisions of law.

Interfund receivables and payables have been eliminated from the statement of net assets, except for the residual amounts due
between governmental and business-type activities.

For additional information, refer to Note 11.
G. Nonmonetary Transactions

The state participates in various activities that are, in part, represented by nonmonetary transactions. Examples include
nonmonetary assistance in the form of Federal grants, such as vaccines, Electronic Benefit Transfer (EBT) cards for food
assistance, and donated food commodities. The slate also acts as an agent for the United States Department of Agriculture in
the distribution of donated food ditics to ing organizations outside the state’s reporting entity. The fair value of
these items is reported in the governmental fund financial statements.

State Attorneys and Public Defenders of the State of Florida are furnished certain office space and other services by counties
under the provisions of Chapter 29, F.S. Some counties also provide certain facilities and services to other officers and staff of
the judicial branch. The value of the facilities and services provided by the counties is not reported as revenue.

H. Operating and Nonoperating Revenues

Proprietary funds distinguish operating and ing revenues. Operating revenues typically derive from providing goods
or scrvm.; and 1mludc all (mnsacuons involved in delivering those goods or services. These revenues are a direct result of
d with the principal activity of the fund. Cash flow resulting from capital and related
ﬁnancmg, noncapllal financing and investment activities are considered nonoperating for reporting purposes.
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I. Accounting and Reporting Changes
Accounting Changes

The state impl d GASB No. 51, ing and Financial Reporting for Intangible Assets, which establishes
accounting and financial reporting standards for intangible assets. This statement improves the consistency of financial
reporting by identifying intangible assets, subject to the provisions under this statement, to be classified as capital assets,
thereby enhancing the comparability of the accounting and financial reporting of such assets among state and local
governments. It also identifies the approach to recognizing intangible assets that are internally generated, including internally
generated computer software, as well as the amortization of such intangible assets. The state’s intangible assets consist
predominantly of easements and software and are immaterial in relation to total capital assets. Refer to Note 5 for additional
information. Easements are reported within Land and other nondepreciable assets under the heading Capital assets, not being
depreciated and software is reported within Other under the heading Capital assets, being depreciated.

The state i d GASB No. 53, 4 ing and Financial Reporting for Derivative Instruments. This
statement improves the quality of financial reporting by ing the it and di of
information regarding derivative instruments entered into by state and local governments. The guidance in this statement
improves financial reporting by requiring to measure derivative with the ion of synthetic
guaranteed investment contracts, at fair value. In addition, state and local governments are required to provide disclosures that
summarize the government’s derivative instrument activity and the information necessary to assess the government’s
objectives for derivative instruments, their significant terms, and the risks associated with the derivative instruments. Refer to
Note 2 for additional information.

Reporting Changes

In prior fiscal years, state universities reported bonds and revenue certificates payable related to Capital Improvement Revenue
Bonds issued by the Florida Board of Governors on behalf of those universities. The Florida Board of Governors loaned the
bond proceeds to those universities for stated capital imp; projects. d from the d facilities
were pledged by the universities to repay the debt. Additionally, in prior fiscal years, the liability for University System
Improvement Bonds was allocated among and reported as bonds payable by the state universities. These liabilities have now
been determined to be collateralized borrowings of the primary government. Accordingly, the universities formerly reporting
Capital Improvement Revenue Bonds payable now report capital improvement debt payable and the primary government
reports a corresponding receivable from the universities, and bonds payable for the University System Improvement Bonds.
These changes affect comparability of amounts reported as bonds and revenue certificates payable and capital improvement
debt payable on the university ﬁnancxal statements and on the statement of net assets for the primary government. Refer to the
Section J. below for additiy ion on prior period adj related to these reporting changes.

In prior fiscal years, component unit deposits with the State Treasury and the SBA were reported in the Agency Funds. A
determination was made that these component unit deposits should not be reported in the Agency Funds as they are not held for
an entity outside the state’s reporting entity. Accordingly, for this report, component unit deposits with the State Treasury and
the SBA are no longer reported in the Agency Funds.

In prior fiscal years, deposits of external participants in the State Treasurer’s Investment Pool were reponed as part of the
Agency Funds. Additionally, in prior fiscal years, net asset balances of external i were id in
relation to total net assets of the Investment Pool so a portion of GASB Codification Section 150, Investments, pertaining to
External Investment Pools, was not applied. Because of growth in the net asset balances of external participants, the balances
are now considered material in relation to total net assets of the Investment Pool and are reported in the Investment Trust
Funds. Refer to Section J. below for additional information on the prior period adjustment related to this reporting change.

fiscal year, the Agency Fund’s Combining Statement of Fiduciary Net Assets and Statement of Changes in Assets
es, Tax Distribution and Administration fund reported $491 million as a Forward contracts payable rather than
amounts owed to custodial parents relating to child support enforcement activities. To correct the error, the prior fiscal year
ending balance as of June 30, 2009, for Accounts payable and accrued liabilities within the Tax Distribution and
Administration fund reported in the Statement of Changes in Assets and Liabilities was increased by $491 million and
Forward contracts payable was removed.
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J. Prior Period Adjustments
Fund balances and net assets at July 1, 2009, have been increased (decreased) as follows in relation to the activities of prior years (in thousands):

GOVERNMENTAL ACTIVITIES
Governmental Funds
Public Education
To increase beginning fund balance related to a receivable and capital improvement fees
from the State Universities. S 762486
Total Public Education 762,486
Nonmajor Governmental Funds
Debt Service Fund
To increase beginning fund balance due to addition of assets for debt service for the
Florida Board of Governors. 6479
Total Nonmajor Governmental Funds 6479
Total Governmental Funds 768.965
Government-wide Reconciling Items
Florida Board of Governors
To decrease beginning net assets due to addition of bonds payable previously reported

by the State Universities. (902,701)
Total Government-wide Reconciling Items (902,701)
TOTAL GOVERNMENTAL ACTIVITIES $ (133,736)

COMPONENT UNIT:!

Major Component Units
University of Florida
To increase beginning net assets due to removal of bonds payble. s a0
To recognize an expense and payable not reported previously (32
Total Major Component Units 42,669

Nonmajor Component Units
Other State Universities
‘To increase beginning net asscts due to removal of bonds payable. 201,129
South Florida Regional Transportation Authority
To increase beginning fund balance due to changes in depreciation expense from final
audited financial statements. 15,769
Total Nonmajor Component Units 216.898
TOTALCOMPONENT UNITS 259567

FIDUCIARY FUNDS
Investment Trust Funds
External Treasury Pool Participants
“To increase beginning net assets du to the addition of the external portion of the
Treasury Investment Pool 677,679
TOTALFIDUCIARY FUNDS 5 671679
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K. Budget Stabilization Fund

In prior fiscal years, the Florida Legislature authorized the transfer of funds from the Budget Stabilization Fund to the General
Revenue Fund. These transfers are required to be repaid in accordance with Section 215.32, F.S*. The Budget Stabilization
Fund had $275 million in cash at June 30, 2010. The planned repayment schedule is presented below. Both of these funds are
included within the General Fund, therefore, pursuant to generally accepted governmental accounting principles, the Advances
to other funds and Advances from other funds were eliminated.

Date Authorit Borrowed Repay ment
9/11/2008 GAA 2008-2009 Section 77 $ 672407249 S ..
2/20/2009 Senate Bill 2-A Section 51 400,000,000 ...

7/1/11-6/30/12 214,481,450
7/1/12-6/30/13 214,481,450
7/1/13-6/30/14 214,481,450
7/1/14-6/30/15 214,481,450
7/1/15-6/30/16 . 214.481.450

Total _$ 1,072.407.249 1,072.407.250

*Repayment should be in 5 equal installments beginning in the third fiscal year after the loan was
made.
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NOTE 2 - DEPOSITS AND INVESTMENTS

A. Deposits

At June 30, 2010, the state’s deposits in financial institutions totaled approximately $1.7 billion for primary government and $5
billion for discretely presented component units.

1. Custodial Credit Risk

The custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, the state will
not be able to recover deposits or will not be able to recover collateral securities that are in the possession of an outside party.
The state mitigates custodial credit risk by generally requiring public funds to be deposited in a bank or savings association that
is designated by the Chief Financial Officer (CFO) as authorized to receive deposits in the state and meets the collateral
requirements as set forth in Chapter 280, Florida Statutes (F.S.).

The CFO determines the collateral requirements and collateral pledging level for each Qualified Public Depository (QPD)
following guidelines outlined in Section 280.04, F.S., and Chapter 69C-2, Florida Administrative Code. Collateral pledging levels
include 25, 50, 125, and 200 percent of a QPD’s average daily deposit balance, or, if needed, an amount as prescribed by the CFO.
Section 280.13, F.S., outlines eligible types of collateral including direct obligations of the United States (U.S.) Government,
federal agency obligations fully guaranteed by the U.S. Government, certain federal agency obligations, state and local
government obligations, corporate bonds, and letters of credit issued by a Federal Home Loan Bank. Also, with the CFO’s
permission, eligible collateral includes collateralized mortgage obligations, real estate mortgage investment conduits and securities

or other interests in any open-end company regi under the Company Act of 1940.
However, the portfolio of the investment company must be limited to direct obligations of the U.S. Government and to repurchase
full, ized by such direct obligations of the U.S. Government, and the investment company must take delivery

of such collateral either directly or through an authorized custodian.

In accordance with Section 280.08, F.S., if a QPD defaults, losses to public depositors are first satisfied with any applicable
depository insurance, followed by demands of payment under any letters of credit or sale of the defaulting QPD’s collateral. If
necessary, any remaining losses are to be satisfied by assessments against the other participating QPDs according to a statutory
based ratio.

At June 30, 2010, the following deposits were not secured pursuant to Chapter 280, F.S., and were exposed to custodial credit
risk because they were unil and ( i i with securities held by the pledging financial
institution, or (3) collateralized with securities held by the pledging financial institution’s trust department or agent but not in
the state’s name (in thousands).

Custodial Credit Risk

As of June 30, 2010
Bank Statement Balance (in U.S. $)

Custodial Credit Risk Primary Government __Component Units
6 S 257245 § 165,697
2) 75,330 293,872
G 26,129

Total deposits subject to
custodial credit risk s 332575 S 485,698
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2. Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of a deposit. Under Section

21547, F.S., and subject to the i i and of the State C itution or of the trust relating to a trust
fund, moneys available for investments by the State Board of Administration (SBA) may be invested in fixed income obligations
or stocks denominated in foreign currency. The SBA has ped a total fund plan for the i of assets in

the Florida Retirement System (FRS) Pension Trust Fund and the Lawton Chiles Endowment Fund (LCEF) that sets ranges on
investments by asset class. In the FRS Trust Fund, total assets held in the foreign equities asset class (all non-U.S. investments)
were limited to a range of 11-25% of total investments with a target of 20% for most of the fiscal year. On June 8, 2010, a new
investment policy was adopted for the FRS Trust Fund that combines domestic and foreign equities into one global equity asset
class; therefore, the policy limiting investments in foreign equities to a range of 11-25% is no longer in effect. For the LCEF, total
assets held in the foreign equities asset class are limited to a range of 6-18% of total investments with a target of 12%, other asset
classes may hold non-U.S. securities as well, depending on portfolio guidelines. In both cases, Florida law limits the exposure to
foreign securities to 25% of the total fund. The FRS and LCEF investment plans were adopted June 8, 2010, and March 24, 2009;
respectively, and may be modified in the future if the SBA adopts changes. This investment activity in foreign investments
resulted in deposits in foreign currency as of June 30, 2010, as illustrated in the following schedule (in thousands):

Foreign Currency Deposits Held
As of June 30, 2010

Bank Statement Balance (in U.S. $)
FRS Pension

Currenc: Trust Fund LCEF Total
Australian dollar B 2.837 [ B 2.837
Brazilian real 5512 142 5,654
British pound sterling 5,064 1 5,165
Canadian dollar 3,194 5 3,199
Croatian kuna 253 253
Czech koruna 278 300
Danish krone 832 . 832
Euro currency unit 9,097 23 9,120
Hong Kong dollar 7,001 2 7.003
Indian rupee 176 176
Isracli shekel 546 2 548
Japanese yen 44,286 122 44,408
Kenyan shilling 628 628
Malaysian ringgit 314 24 338
Mexican new peso 2,181 2 2,183
Moroccan ditham 131 131
Norwegian krone 1,190 7 1,197
Singapore dollar 24 64 88
South African rand 144 48 192
South Korean won 569 26 595
Swedish krona 495 32 527
Swiss franc 1,445 20 1,465
Taiwan new dollar 12,684 2 12,686
Thailand baht 2,043 11 2,054
Turkish new lira 1.285 28 1313
Other 342 8 350

Total deposits subject to

foreign currency risk S 102651 S 591§ 103.242
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B.  Investments

At June 30, 2010, the state’s investments in governmental and business-type activities and fiduciary funds totaled $170.5
billion, consisting of pooled investments with the State Treasury in the amount of $16.6 billion and other investments in the
amount of $153.9 billion. The State Treasury also had holdings at June 30, 2010, of $3.5 billion for discretely presented
component units in total. These investments are not reported as part of the primary government and may be different from the
amounts reported by some component units due to different reporting periods. Other investments for discretely presented
component units totaled $15.6 billion.

Pooled Investments with the State Treasury

Unless specifically exempted by statute, all cash of the state must be deposited in the State Treasury. The State Treasury, in
turn, keeps the funds fully invested to maximize earnings. In addition, the State Treasury may invest funds of any board,
association, or entity created by the State Constitution or by law. As a result, pooled investments with the State Treasury
contains deposits from funds and component units of the reporting entity (internal portion) as well as deposits from certain
legally separate organizations outside the reporting entity (external portion). The external portion of pooled investments with
the State Treasury is reported in a governmental external investment pool.

Pooled investments with the State Treasury are not registered with the Securities and Exchange Commission. Oversight of the
pooled investments with State Treasury is provided by the Treasury Investment Committee per Section 17.575, F.S. The
authorized investment types are set forth in Section 17.57, F.S.

Redemptions are on a dollar in/dollar out basis adjusted for distributed income. The fair value of the pooled investments with
State Treasury is determined at fiscal year end for financial reporting purposes.

The State Treasury does not contract with an outside insurer in order to guarantee the value of the portfolio or the price of
shares redeemed.

Per Section 17.61(1), F.S., the State Treasury shall invest all general revenue funds, trust funds and all agency funds of each
state agency, and of the judicial branch. As a result, state agencies and the judicial branch are considered involuntary
participants in pooled investments with the State Treasury. The total involuntary participation as of June 30, 2010, was $13.4
billion or 73.4% of the pool.

At year end, the financial for the Pool maintai by the State Treasury were as follows
(dollars in thousands):
Condensed Statement of Fiduciary Net Assets
June 30,2010

ASSETS
Current and Other Assets s 21,542,298
Total Assets 21,542,298
LIABILITIES
Other Liabilities 3,557.262
Total Liabilities S
NET ASSETS
Net assets held for Internal Pool Participants 16,331,071
Net assets held for Extemnal Pool Participants 653.964
B 17,985,035
Statement of Changes in Fiduciary Net Assets
June 30,2010
ADDITIONS
Net income (loss) from investing activity s 936.469
DEDUCTIONS
Distributions paid and payable (936.469)
Depositor activity
Deposits 123,648,504
Withdrawals (120.057.349)
Excess ) of deposits over 3.591.155
Change in net assets 3591,155
Net assets, beginning 14,393,880

Net assets, ending
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The following table provides a summary of the fair value, the number of shares or the principal amount, ranges of interest rates,
and maturity dates of each major investment classification (dollars in thousands):

Summary of Investment Holdings

Range of InterestRange of Maturity

Par Fair Value Rates * Dates
Commercial Paper $ 1,004,485 § 1,004,397 0.07% - 0.65% 7/1/10 - 9/8/10
U.S. Guaranteed Obligations 4,729,746 4,841,093 0.63%-30.98%  7/1/10 - 4/16/41
Federal Agencics 8,061,933 8,022,286 025%-17.99%  7/2/10-4/1/56
Domestic Bonds & Notes 5,141,701 2,951,405 0% - 12.00% 7/1/10 - 8/1/97
International Bonds & Notes 387,463 408,049 0.30%-9.86%  8/1/10- 12/31/49
Mutual Funds 877317 877,317 0.21% N/A
Certificates of Deposit 135,865 135041 0.01%-0.84%  8/3/10-4/12/12
Repurchase Agreements 1,713,927 1,713,927 0.50% - 5.90% 7/1/10 - 7/3/10
Unemployment compensation funds pooled with
USS. Treasury 455,038 455,038 N/A N/A

Totals $ 22,507,475 S 20,409,453

* The coupon rate in effect at June 30, 2010, is reported. Ifa sccurity is discounted, the purchase yield is reported.

The State Treasury records, as an investment, funds credited to the state’s account in the Federal Unemployment Compensation
Trust Fund pursuant to Section 903 of the Social Security Act. The fund is drawn upon primarily to pay unemployment
compensation benefits. This money is pooled with deposits from other states and is managed by the Federal Government. No
disclosures can be made of specific securities owned.
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The schedule below discloses the detail of the State Treasury holdings and the fair value of each type of investment at June 30,
2010 (including security lending collateral i as well as iliation to the basic financial statements (in
thousands):

Schedule of Pooled Investments with State Treasury

As of June 30, 2010

Investment type Fair Value
Commercial paper $ 936,117
U.S. guaranteed obligations 4,841,003
Federal agencies 7,972,307
Domestic bonds & notes 2,466,835
International bonds & notes 359,973
Mutual funds 875,046
Repurchase agreements 403,146
Certificates of deposit s
Unemployment compensation funds pooled with U. S. Treasury 455,038
Total investments excluding security lending collateral 18,309,555
Lending collateral investments:

Repurchase agreements 1,310,781

Commercial paper 68,280

Domestic bonds & notes 484,570

International bonds & notes 48,076

Certificates of deposit 135,941

Federal agencies 49,979

Mutual funds 2271
Total lending collateral investments 2,099,898
Total investments 20,409,453
Cash on hand 300
Cash on deposit 1,132,545
Total State Treasury holdings 21,542,298
Adjustments:

Outstanding warrants (1,006,077)
Unsettled securities liability (447,467)
Reconciled balance, June 30, 2010 20,088,754

Reconciliation to the basic financial statements (in thousands):

Pooled investments with State Treasury

Governmental activities $ 11,743,152
Business-type activities 1,296,907
Fiduciary funds 3,284,674
Component units 3,290,348
Component units timing difference 206,858
Total pooled investments with State Treasury 19,821,939
Restricted pooled investments with State Treasury (Business-type activitics) 266,815

Total pooled investments with State Treasury
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Other Investments

Other investments in various funds of the state are primarily managed by the SBA. The largest of these funds managed by the
SBA is the FRS Pension Trust Fund (Defined Benefit Pension Fund), whose total investments represented 76% of total other
investments at June 30, 2010. Investments of the Florida Hurricane Catastrophe Fund and the Florida Prepaid College Trust
Fund represented another 6.2% and 6.1%, respectively, of total other investments. Section 215.47, F.S., allows the SBA to
invest funds in a range of instruments, including security lending and reverse 1

The schedule below discloses other investments at fair value and their total carrying value at June 30, 2010, as well as
reconciliation to the basic financial statements (in thousands):

Schedule of Other Investments

As of June 30, 2010
Fair value
Other funds
FRS Pension Managed Not managed

Investment type Trust Fund by SBA by SBA Total
Certificates of deposit E 584932 S 3173535 § 2,799 3,761,266
Commercial paper 3,656,140 3,709,574 7,365,714
Bankers' acceptances . 4972 . 4972
Money market funds 4,652 2,667,669 10,470 2,682,791
Repurchase agreements 1,565,763 2,748,630 4314393
U.S. guaranteed obligations 6,448,166 8,152,885 31,160 14,632.211
Federal agencies 7,969,768 4,007,153 6876 11,983,797
Domestic bonds & notes 14,289,373 2,085,429 964,256 17,339,058
Domestic bonds & notes commingled funds 177,152 1,754,736 - 1,931,888
International bonds & notes 3,354,160 423,105 154 3,777.419
Domestic stocks 40,179.374 948,431 19,387 41,147,192
Domestic equity group trust 2,083 — 2,083
Domestic equity commingled funds e 1,702,661 1,702,661
International stocks 17,066,866 78,348 2,191 17,147,405
International equity commingled funds 4958217 817,390 5,775,607
Limited partnerships 5.859.263 o 5,859,263
Limited partnerships - international 513,046 513,046
Option contracts 5615 5,989
Swap contracts (debt related) (10.981) (10.981)
Real estate investments 6,160,289 6,160,289
Mutual funds e e 1,122,201 1,122,201
Deferred compensation annuities 44,717 44,717

Total investments excluding lending collateral 112,783,878 32274518 2,204,585 147,262,981
Lending collateral investments:

Certificates of deposit 600,243 600,243

Commercial paper . 236,331 236,331

Money market funds 3876 3876

Short-term security lending collateral pool 3,992 3,992

Repurchase agreements 4,255,464 636,380 4,891,844

Domestic bonds & notes 673,046 559,372 1232418

International bonds & notes 212,829 79.238 292,067

Total lending collateral investments 5.145.215 2,115,556 7.260.771

Total investments for all types - fair value $ 117929093 S 34390074 § 2204585 § 154,523.752
Total investments for all types - carrying value $ 117929093 S 34.363.048 § 2204455 § 154,496,596

% of total other investments 76% 22% 2%
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Reconciliation of carrying value to the basic financial statements (in thousands):

Governmental ~ Business-type Fiduciary Component
activities activities funds Units' Total
Other investments S 1336807 S 19138640 § 586932 5 21262379
Restricted investments e 1.917.570 1.917.570
Long-term investments 126,148,727 126,148,727
Sccurity lending collateral 5.167.920 5.167.920
Total other investments S 1536807 S 21056210 S 131316647 § 586932 5 154496596

"The column for Component Units presents other investments managed by SBA for Component Units. For presentation of all other investments for
Component Units, see the Schedule of Other Investments For Discretely Presented Component Units below.

The FRS Pension Trust Fund also held short positions in investments at June 30, 2010. Short investment positions are reported
as liabilities on the Statement of Fiduciary Net Assets. The schedule below presents the short investment positions at fair value
at June 30, 2010 (in thousands):

FRS Pension Trust Fund
Short Investment Positions
As of June 30,2010

Investment Type Fair Value
U.S. guaranteed obligations S (16,321)
Federal agencies (73.536)
Domestic stocks (474,631)
International stocks (160,171)
Option contracts (8.757)
Total S (733,416)

The SBA issued a separate report (financial statements and notes) pertaining to the Local Government Surplus Funds
Investment Pool within the state’s Investment Trust Fund for the period ended June 30, 2010. This report may be obtained
from the Senior Operating Officer, Accounting and Administrative Services, State Board of Administration of Florida, 1801
Hermitage Boulevard, Suite 101, Tallahassee, Florida 32308, (850) 488-4406.
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Component Units

The schedule below discloses other investments reported at fair value and total carrying value, as of June 30, 2010, for
discretely presented units and a il to the basic financial (in th ds). Those
held with the State Treasury as of June 30, 2010, are excluded.

Schedule of Other Investments
For Discretely Presented Component Units

As of June 30, 2010

Investment type Fair value
Certificates of deposit S 137,116
Commercial paper 16,093
Repurchase agreements 99,206
Money market funds 835,938
U.S. guaranteed obligations 2,461,055
Federal agencies 4,502,992
Domestic bonds & notes 2,567,686
International bonds & notes 14,941
Domestic stocks 726,892
International stocks 226,638
Real estate investments 70,574
Mutual funds 1,649,354
Investment agreements 2,285,179

Total other investments for all types - fair value S 15,593,664

Total other investments for all types - carrying value

Reconciliation of carrying value to the basic financial statements:

Other investments $ 14,133,561
Restricted investments 1,496,163
Total other investments for component units. 15,629,724

At June 30, 2010, 61.62% of total other i for discretely presented units belonged to the following major
component units: Florida Housing Finance Corporation, University of Florida, and Citizens Property Insurance Corporation.
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1. Credit Risk and Concentration of Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. Concentration of
credit risk is the risk of loss attributed to the magnitude of the state’s investment in a single issuer.

Pooled Investments with the State Treasury

The State Treasury follows the investment guidelines set forth in Section 17.57, F.S., for reducing exposure to investment
credit risk. The State Treasury’s rated debt investments as of June 30, 2010, were rated by the Nationally Recognized
Statistical Rating Organizations (NRSRO) Standard and Poor’s (S&P) and Moody’s, and the ratings are presented below using

the applicable rating scale (in tt ds):
State Treasury
Credit Quality Ratings
As of June 30, 2010
International
Commercial Federal Domestic bonds bonds & Certificates
paper agencies & notes notes of deposit Total* S&P rating** _ Moody's rating**
$ - $ 93,225 S 647,351 $ 3185 $ S 772432 AAA
..... 477,180 108,716 70,137 656,033 AA
. L1711 1,260,277 100,664 11,814 1,373,926 A
1,004,397 e 1,596 25,000 1,030,993 A-l
e 443,207 136,813 580,020 BBB
8375 8375 BB
e 2,336 2,336 B
..... 1,752 1,752 Below B
26,728 80,899 107,627 AAA
1,681 3257 4938 AA
..... 9,288 9,288 A
..... 5,034 . 5,034 Below B
.. 7,899,481 10,853 30,000 7,969,324 Not rated
$1,004397 § 8022286 S 2951405 S 408049 S 135941 12,522,078
U.S. guaranteed obligations 4,841,003 Not rated
Mutual funds 877,317 Not rated
Repurchase agreements 1,713,927 Not rated

$ 19,954,415

*The remaining $134,339 (in thousands) reported for Pooled Investments with State Treasury is comprised primarily of investments with the U.S.
‘Treasury Unemployment Compensation Funds Pool, unsettled securities liability, cash on hand and deposit, and outstanding warrants as presented
in the Schedule of Pooled Investments with State Treasury.

** Long-term ratings are presentcd except for "A-1," which is a short-term rating for S&P.

The State Treasury’s investment policies allow for unlimited investments in U.S. obligations and certain Federal Agency

bligations. For other i . the i policies address concentration of credit risk by placing limits on amounts
invested per issuer (taking into account the maturity date of the investment). In addition, the policies also address limits on
certain investments by credit ratings. Limits on amounts invested are expressed in dollar amounts per issuer and also in total
amounts per i type as a p of the i pool’s market value. As of June 30, 2010, more than five
percent of the State Treasury’s investment pool is invested in the Federal Home Loan Bank System (FHLB), the Federal
National Mortgage Association (FNMA), the Federal Home Loan Mortgage Corporation (FHLMC), and the Federal Farm
Credit Banks (FFCB). These investments are approximately 13 percent, 12 percent, 6 percent and 7 percent of the State
Treasury’s investments pool, respectively.
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Other Investments

The SBA, in compliance with Section 215.47, F.S., has adopted certain investment policies with regard to credit risk of debt
securities. Investment policies vary by fund or portfolio. Below are the investment policies and credit risk disclosures for the
FRS Pension Trust Fund, which constitute the primary portion of other investments.

FRS Pension Trust Fund — are generally managed through individual portfolios within various asset classes, as listed
below. Some of the individual portfolios have slightly different restrictions on credit quality.

Short-term portfolios — Securities must be investment grade at the time of purchase. For Short-term investment ratings, this is
defined as the highest applicable rating from one of the three NRSRO — S&P A-1, Moody’s P-1, Fitch F1. For long-term
investment ratings, this is defined as a minimum mid-single A rating from one of the three NRSROs — S&P A, Moody’s A2,
Fitch A. Securities of a single issuer should not represent more than 5% of portfolio amortized cost (excluding U.S. Treasuries
and Agencies).

Mortgage portfolios — Securities are generally limited to those issued by the Government National Mortgage Association
(GNMA), Federal National Mortgage Association (FNMA), and Federal Home Loan Mortgage Corporation (FHLMC). No
specific credit rating criteria are listed. The state may own notes secured by first mortgages on Florida real property, insured or
guaranteed by the Federal Housing ini ion or the U.S. Dy of Veterans Affairs, but exposure is limited to 10%
of portfolio market value. All collateralized mortgage obligations (CMOs) should have publicly traded GNMA, FNMA, or
FHLMC securities as underlying collateral. Exposure is limited to 10% of the portfolio. U.S. Treasury and Agency debentures
are allowed but are limited to 10% of portfolio market value.

Government/Corporate portfolios — Securities should be rated investment grade by at least one of the three NRSROs at the
time of purchase. Minimum ratings include S&P BBB-, Moody’s Baa3, and Fitch BBB-. Securities of a single issuer are
generally limited to 5% of the market value of the portfolio (excluding U.S. Treasuries and Agencies).

Core portfolios — Securities should be rated investment grade by one of the three NRSROs at the time of purchase. Minimum
ratings include S&P BBB-, Moody’s Baa3, and Fitch BBB-. Securities of a single issuer are generally limited to 5% of the
market value of the portfolio (excluding U.S. Treasuries and Agencies).

Core Plus portfolios — The strategic portion of the portfolio is invested in investment grade securities with a tactical weighting
to the *plus’ sectors such as high yield, emerging markets, foreign governments, and preferred stock. Non-dollar obligations
issued by foreign governments, foreign agencies, or ionals must be rated i grade by at least one NRSRO.
The policies dictate no limitations on concentration of credit risk on investments for a single issuer.

High Yield portfolios — All securities should be rated at least single B or double B by one of the NRSROs at the time of
purchase. If a security is no longer rated at least the equivalent of single B- by any of the NRSROs, the portfolio manager must
provide written notification and justify retaining such investment beyond 90 days. Also, no more than 5% of market value
shall be invested in investment grade securities (BBB- or higher). Securities of a single issuer should not exceed 5% of
portfolio market value. No more than 35% of market value may be in any one industry.

Lending portfolios — Short-term rating requirements are similar to short-term portfolio rating requirements. Repos should be
fully collateralized. The FRS Pension Trust Fund may hold up to the greater of $5 million or 5% of its assets in securities by a
single issuer and its affiliates (excluding U.S. Government guaranteed investments, its agencies or instrumentalities). For all
lending programs, up to an additional 5% of the book value of the portfolio may be invested in the obligations of any single
issuer, guarantor, or repo counterparty that will mature on the next business day, that are redeemable upon demand, or that
contain an unconditional put feature.
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The FRS Pension Trust Fund did not hold any investments with a single issuer representing 5% or more of the fund’s fair market
value at June 30, 2010. The schedule below discloses credit quality ratings on investments held in the FRS Pension Trust Fund at
June 30,2010 (in thousands).

FRS Pension Trust Fund
Credit Quality Ratings
As of June 30, 2010

Money market
Certificates~~ Commercial & short-term Federal Domestic International S&p Moody's
of deposit paper bond funds agencies bonds & notes’ __bonds & notes Total* rating’ rating’
$ $ N 8528 § 939,472 § 3,028431  § 761342 § 4,737,773 AAA/AAAm
. 7.936 986,290 530,572 1,524,798
74,502 3.960.146 795,614 4830262 A
2,934,748 645,405 3,580,153 BBB
1,078,153 121,069 1199222 BB
1,423,197 160,150 1,583,347 B
337,503 5,730 343233 cce
79,376 .. 79.376 cc
5835 5835 D
12495 433,163 5233 450,891 Aaa
: 5214 20,489 25,703 Aa
85473 33,127 118,600 A
26421 25,136 51,557 Baa
8,026 2,051 10,077 Ba
11,605 10374 21,979 B
27916 4,044 31,960 Caa
211250 211250 Ca
3,656,140 . . 3,656,140 Al
584,932 B} e 6935363 708,074 235,403 8463772 Notrated  Not rated
§ 584932 S 3656140 S 8528 S 7969768 S 15139571 S 3.566.989 30,925,928
Repurchase agreements 5821227  Notrated  Notrated
U.S. guaranteed obligations 6448166 Not rated Not rated
Domestic stocks 40179374 Notrated  Notrated
Domestic equity group trust 2083 Notrated  Notrated
International stocks 17.066866  Notraed  Not rated
International equity commingled funds Notrated  Not rated
Limited partnerships Notrated  Not rated
Limited partnerships-international Notrated  Not rated
Option conracts purchased Notrated’  Not rated”
Swap contracts Not rated” Not rated”
Real estate investments Notrated  Not rated

Total investments

"The column for Domestic bonds & notes includes domestic commingled funds totaling $177,151,978 with a S&P credit rating of "B".

ZAIL FRS investments are included in this schedule, including security lending collateral investments.

*S&P ratings were primarily used. If S&P did not rate a security, then Moody's ratings were used. If neither rating agency issued a rating, the
security was listed as "Not rated". Long-term ratings are presented except for "AAAm", "A-1". The "AAAm" rating is the top S&P rating for
‘money market funds. The "A-1" rating s a short-term rating for S&P.

* Although option contracts and swap contracts do not have specific credit quality ratings, counterparty credit ratings are available and are disclosed
in separate schedules below.
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Counterparty credit ratings for option positions (purchased and sold) at June 30, 2010, in the FRS Pension Trust Fund are listed
below (in thousands).

FRS Pension Trust Fund
Option Counterparty Credit Ratings
As of June 30, 2010

S&P Moody's Fitch
Counterparty Counterparty Counterparty
Credit Rating Credit Rating Credit Rating
Fair Value __(Long/Short)' (Long/Short)" (Long/Short)!
B 1,304 Exch traded  Exch traded  Exch traded
4311 A/A-1 A/P-1 NR/FI
$ 5.615_Total options purchased
$  (2.188) Exch traded I traded  Exch traded
(3.791) A/A-1 A/P-1 NR/FI
@.778) NR/NR NR/P-1 NR/NR

(8.757) Total options sold?

' If no rating exists, "NR" is reported.

* Options sold are reported as liabilities in the Statement of Fiduciary Net Assets.

Counterparty credit rating for swaps held in the FRS Pension Trust Fund at June 30, 2010, are listed below (in thousands)

FRS Pension Trust Fund
Swap Counterparty Credit Ratings
As of June 30,2010

S&P Moody's Fitch
Co C C
Credit Rating Credit Rating Credit Rating
Fair Value ___(Long/Short)" (Long/Short)! (Long/Short)!
$ (17,576) AA/A-1 Aa/P-1 NR/F1
2,463 A/A-1 Aa/P-1 NR/F1
2,889 A/A-1 A/P-1 NR/F1
1,492 NR/A-1 NR/P-1 NR/NR
249, NR/NR NR/P-1 NR/NR

(10981) Total swaps

" If no rating exists, "NR" is reported.
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Counterparty credit ratings for forward currency exchange contracts held in the FRS Pension Trust Fund at June 30, 2010, are
listed below (in thousands).

FRS Pension Trust Fund
Forward Foreign Currency Exchange Contract Counterparty Credit Ratings
As of June 30, 2010

S&P Moody Fitch
[¢ [@ Cor arty
Receivable  Payable Fair  Net Unrealized Credit Rating ~ Credit Rating  Credit Rating
Fair Value Value Gain/(Loss) (Long/Short)' _(Long/Short)' _(Long/Short)!
$ 33433 S (33,503) $ (70) AA/A-1 Aaa/P-1 NR/F1
11,449 (11,656) (207) AA/A-1 Aa/P-1 NR/F1
897 (901) @) AA/A-1 Aa/P-1 NR/NR
9,204 (9.019) 185 AA/A-1 A/P-1 NR/F1
195,721 (195,660) 61 A/A-1 Aa/P-1 NR/F1
52,010 (52,045) @35) A/A-1 A/P-1 NR/F1
24,401 (24,430) 9 A/A-1 NR/P-1 NR/F1
151,763 (150,320 1,443 A/A-1 NR/P-1 NR/NR
23,600 (23.877) @77 NR/A-1 NR/P-1 NR/F1
57,259 (56,516) 743 NR/NR NR/P-1 NR/NR
4,025 (4,028) 3) NR/NR NR/NR NR/F1
867 (863) 4 NR/NR NR/NR NR/NR

$ 564,629 S (562,818) § 1811

' If no rating exists, "NR" is reported.
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The schedule below discloses credit quality ratings on investments held in all funds managed by the SBA (except the FRS Pension
Trust Fund) at June 30, 2010 (in thousands).

Al SBA Managed Funds (except FRS Pension Trust Fund)
Credit Quality Ratings

As of June 30,2010
Domestic bonds
Commercial ~ Money market & notes
Certficates  paperbankers’ & Short-term  Federal Domestic commingled  Tnternational s&p Moody's
of deposit___acceptances __bond funds agencies __ bonds & notes funds bonds & notes Total' rating” rating”
s e S S LT3R S 19SS 46107 S e S 6680 S 431975 AAAAAAmM
20,605 s " 241316 107,169 82,157 457247 AA
e 31,203 1,034,647 - 86,755 1,152,605 A
330,404 48,384 378,788 BBB
6701 6701 B
" 31532 » 31,532 cce
e » 29,186 47,147 e 76333 Ana
73,769 6,651 11411 91,831 Aa
20973 - - - 94,526 . 124499 A
s 3931006 - - e e 3,931,006 Al
3.649.431 19871 883848 1973619 359.770 . 196956 7083495 Notrated  Notrated
S 3773778 S 3950877 S 2667669 S 4007153 S 2644801 S 107169 5 502343

Repurchase agreements

Security lending collateral pool

U.S. guaranteed obligations

Domestic bonds & notes commingled funds
Domestic stocks

Domestic equity commingled funds
International stocks

International equity commingled funds

Notrated  Not rated
Not rated Not rated
Notrated  Not rated
Not rated Not rated
Notrated  Notrated
Notrated  Not rated
Notrated ~ Not rated
Not rated Not rated
Total investments

!
'Allinvestments are included in this schedule, including security lending collateral investments.

*S&P ratings were primarily used. If S&P did not rate a security, then Moody's ratings were used. If neither rating agency issucd a rating, the security was listed
a5 "Not rated."  Long-term ratings are presented except for "AAAM', "A-1". The "AAAm" rating is the top S&P rating for money market funds. The "A-1"
rating is a short-term rating for S&P.

The LGIP held investments with Bank of America (11.1%), Morgan Stanley (7.9%), and Federal Home Loan Banks (8.1%) in
excess of 5% of the LGIP’s fair value.
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Component Units

Investment policies with regard to credit risk of debt securities vary from component unit to component unit. In addition,
investment policies vary among Universities’ direct support organizations. Investment policies may be obtained separately from
component units. Presented below are reported credit quality ratings for debt securities of major component units (in thousands).
Amounts shown below represent only that portion of debt investments required to be disclosed by component units reporting
under the GASB reporting model.

Major Component Units

Credit Quality Ratings
As of June 30, 2010

Certificates ~ Federal Money
Component Unit of deposit____agencies _ Bonds & notes_Mutual funds _ market funds ___Total S&P rating
Florida Housing Finance Corporation * D s s .S .5 ~
FHEC (continued) - - 269,570 . - 269570 AAA-BB+
FHEC (continued) - 12,981 28491 . - 41472 AAA
FHFC (continued) 55714 - 55714 Notrated
University of Florida (UF) 39 25916 2782 WIT AAA
UF (continued) e 421 635 24,595 1319 26973 AA
UF (continued) e 2543 9.123 315 11,981 A
UF (continued) 17 84 41,739 47840 Not rated

5 S (0.075 5 327239 S 84239 5 1634 5 482287

Certficates  Federal
Component Unit of deposit___agencies _ Bonds & notes_Mutual funds ___ Other Total Moody's
Cltizens Property Insurance Corporation (CPIC) S 799 § B .5 79% ]
CPIC (continued) .. 3,526,605 . 3526605 Am
CPIC (continued) - 1390242 - . 1390242 Aaa/P-l
CPIC (continued) 193.779 193,779 Not rated

S 7995 5 3526605 S 1390242 S S 193779 S 5118620

* Florida Housing Finance Corporation (FHEC) reported total investments with a fair value in the amount of $1.075 million subject to concentration
of credit risk. These investments and amounts were issued by Trinity Funding ($284 million) and FannieMae ($791 million).

2. Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a transaction, the state will not
be able to recover the value of investment or collateral securities that are in the possession of an outside party.

Pooled Investments with the State Treasury

The State Treasury does not have an overall policy addressing custodial credit risk. However, as required by negotiated trust
and custody contracts, many of the state’s investments were held in the state’s name by the Treasury’s custodial financial
institutions at June 30, 2010. that were uni and istered, with securities held by the counterparty, or by
its trust department, included the following (in thousands):

State Treasury
Custodial Credit Risk

As of June 30,2010
Fair value
Invested security lending collateral:
Repurchase agreements s 1,310,781
Commercial paper 68,280
Domestic bonds & notes 484,570
Federal agencies 49979
International bonds & notes 48,076
Certificates of deposit 135,941
Total s 2,097,627
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Other Investments

The SBA’s custodial credit policy states that custodial credit risk will be minimized through the use of trust accounts maintained
by top tier third party custodian banks. To the extent possible, negotiated trust and custody contracts shall require that all deposits,
investments, and collateral be held in accounts in the SBA’s name, separate and apart from the assets of the custodian banks. This
policy applies to investments evidenced by cash or securities, and does not apply to i i by

agreements such as private equity or real estate investments. As required by negotiated trust and custody contracts, many of the
state’s investments were held in the state’s name by the SBA’s custodial financial institutions at June 30, 2010. Investments that
were uninsured and unregistered, with securities held by the counterparty, or by its trust department, included the following (in
thousands):

Other Investments
Custodial Credit Risk
As of June 30,2010

FRS Pension

Trust Fund Other funds
Repurchase agreements S S 2
Invested security lending collateral:
Certificates of deposit - 600,243
Commercial paper e 236,331
Repurchase agreements 1,780,000 605,000
Domestic bonds & notes 469,565 559,372
International bonds & notes 196,402 79,238
Total S 2445967 S 2,080,206

Component Units

Component units manage their exposure to custodial credit risk through various investment policies. These policies may be
obtained separately from component units. Presented below is the applicable custodial credit risk information for a major
component unit (in thousands):

Major Component Unit
Custodial Credit Risk
As of June 30,2010

Component unit / Investment type Fair value
University of Florida
Bonds & notes
Mutual funds
Total
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3. Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of debt investments.
Pooled Investments with the State Treasury

Through its investment policy, the State Treasury manages its exposure to interest rate risk by limiting either the maturities or
durations of the various investment strategies used for the investment pool. The maximum effective weighted duration allowed,
per externally managed portfolio with various investments, is six years. In addition, the security lending portfolios manage
exposure to interest rate risk by limiting the weighted average maturity. The maximum weighted average maturity for security
lending portfolios is 120 days.

Presented below is the interest rate risk table for the debt investments with the State Treasury (in thousands). Investment types
related to debt portfolios are presented using effective weighted duration. Investment types related to security lending collateral
portfolios are presented using weighted average maturity.

Debt Investments
As of June 30,2010

Effective Weighted
weighted average
duration See Lending maturity

Investment type Fair value (in years) Market Value __(in days)

Commercial paper s 936,117 oo1|[[s 68,280 s6

Repurchase agreements 403,146 NA 1.310,781 1

U.S. guaranteed obligations

U.S. Treasury bonds & notes 2,510,786 435
U.S. Treasury strips 18,062 11.85
U.S. Treasury bills 2,058,694 0.31
GNM A mortgage-backed pass-through 127,959 2.00
GNMA TBA pass-thru 102,521 2.05
GNM A collateralized mortgage obligations (CM O's) 15,583 1.00
GNMA CMO's - interest only NA
GNMA CMOs - principal only NA
7.488 021
4.507.274 0.30
Unsecured bonds & notes. 1,967,842 123
Mortgage-backed pass-through 1,048,552 225
TBA mortgage-backed pass-thru 320470 224
Mortgage-backed CMO's 105,946 033
Mortgage-backed CMO's - principal only 36 2.06
Mortgage-backed CMO's - interest only 13,187 0.47
Agency bonds & notes . NA 49,979 26
Domestic bonds & notes
Corporate 1,623,207 495 484,570 25
Non-government backed CMO's & CMBS* 592,530 287
Non-government backed CM O's & CM BS* - principal only. NA
Non-government backed CM O's & CM BS® - interest only 13,978 2.31
Municipal/provincial 20,966 12.71
Corporate asset-backed 216,154 0.72
International bonds & notes:
Agency bonds & notes 4,154 11.28
Corporate 350,380 5.61 48,076 83
Corporate asset-backed 5.439 NA

Money market mutual funds. 875,046 0.08 2271 1

Certificates of deposit NA 135,941 39

Total portfolio weighted effective duration/average maturity 1.81 16

Total debt investments s 17 s 199,898

* Commercial M ortgage-Backed Securiti
Note: The remaining $134,339 (in thou
with the U.S. Treasury Unemployment Compensat
Schedule of Pooled Investments with State Treasury

(©mBS)
nds) reported
o

for Pooled Investme:

stments

with State Treasury

comprised primarily of i
nds Pool, cash on hand and deposit, and outstanding warrants as preser

ed in the
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Presented below is effective weighted duration for derivative investments in the State Treasury at June 30, 2010.

Derivative Investments
As of June 30, 2010

Fair value Effective weighted
Investment type (Duration) duration (in years)
Futures . 11.86
GNMA commitments to purchase 102,521 2.05
FHLMC, FNMA commitments to purchase 329.470 224
Total derivative investments s 431,991
Other Investments

The SBA manages its exposure to interest rate risk through various investment policies. Policies and interest rate risk disclosures
for debt investments within the FRS Pension Trust Fund are presented below.

Investments authorized by Section 215.47, F.S., are managed through individual portfolios within various asset classes. The
individual portfolios may have different policies regarding interest rate risk. Major types of debt portfolios are listed below.

Short-term portfolios — Weighted average maturity to final maturity date (WAL) is limited to 120 days in the internally
managed FRS Short-term Investment Pool (STIPFRS) portfolio and weighted average time to coupon reset (WAM) is limited
to 60 days. In the STIPFRS, no individual security shall have a final maturity date longer than one year except for U.S.
Treasury and Agency securities, which shall not exceed five years. For securities without a fixed interest rate, the next coupon
reset date is used as the maturity date for the WAM calculation. The Cash and Central Custody portfolio is a participant in
STIPFRS.

Mortgage portfolios — Portfolio duration should be similar to the duration of the mortgage-related fixed income market and
should remain within plus or minus 1 year of index duration. The index is the Barclays Capital U.S. MBS Index component of
the Barclays Capital U.S. Aggregate Bond Index.

Government/Corporate portfolios — Portfolio duration should remain within plus or minus 0.25 years of the Barclays Capital
U.S. Aggregate Bond Index less the MBS index component.

Core portfolios — Portfolio duration should remain within plus or minus 0.50 — 1.0 year of the Barclays Capital U.S. Aggregate
Bond Index duration.

Core Plus portfolios — Portfolio duration should remain within plus or minus 1.0 year of the Barclays Capital U.S. Aggregate
Bond Index duration.

High Yield porifolios — Portfolio duration should remain within 2.5 years of the Barclays Capital Ba/B 2% Issuer Cap index
duration,

Security Lending portfolios — Maximum WAM for a portfolio is 60 to 90 days, depending on the lending program.
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Presented in the following schedule is the interest rate risk table for the FRS Pension Trust Fund (in thousands). Investment types
related to debt portfolios are presented using effective weighted duration. Investment types related to short-term and security
lending collateral portfolios are presented using weighted average maturity.

FRS Pension Trust Fund
Debt Investments
As of June 30, 2010

2010 STATE OF FLORIDA CAFR

Effective Weighted
weighted average
Fair value duration Fair value maturity
Investment type (duration) (in years) (WAM) (in days)
Certificates of deposit B X NA [ 584,932 30
Commercial paper . NA 3,656,140 24
Money market funds NA 8,528 1
Repurchase agreements NA 5,821,227 1
U.S. guaranteed obligations:
U.S. Treasury bonds & notes 4,233,740 6.82 NA
U.S. Treasury strips 127,937 11.88 NA
Index linked government bonds 539.667 4.66 NA
U.S. government guaranteed 495,510 257 NA
GNMA mortgage-backed 525,737 2.19] NA
GNMA commitments to purchase (TBAs) 503,429 1.98 NA
GNMA collateralized mortgage obligations (CMO's) 20,559 251 NA
GNMA interest-only CMO's 1,138 -51.14] NA
GNMA interest-only inverse floating CMO's 449 -1.46] NA
Federal agencies:
Discount notes 7.824 0.15 NA
Unsecured bonds & notes 1,035,915 423 NA
Agency strips 18,920 7.96} NA
Mortgage-backed 4,082,564 221 NA
Mortgage-backed commitments to purchase (TBAs) 2,713,922 2.39]
Mortgage-backed CMO's 47,580 1.34] NA
Interest-only CMO's 14,305 -16.87 NA
Interest-only inverse floating CMO's 26,221 345 NA
Inverse floating CMO's 4343 3.62 NA
Principal-only CMO's 18,174 5.97 NA
Domestic bonds & notes:
Corporate 9,578,122 4.74] 24,609 16
N backed & backed 1,256,599 2,97 402,317 25
Non-government backed CMO's & CMBS 3311919 2.90| 246,120 19
Non-government backed interest-only CMO's 11,848 122 NA
Municipal/provincial 111,940 7.01 NA
Real estate mortgage loans 18,945 631 NA
Domestic bonds & notes commingled funds 177,152 2.92 NA
International bonds & notes:
Government & regional 521372 4.61 NA
Government agency 82,076 3.10] NA
Corporate 2,668,612 371 e NA
N, backed & backed 82,100 -0.01 29,183 46
Non-government backed CMO's & CMBS NA 183,646 36
Futures contracts - long* . 4.52 . NA
Futures contracts - short* . 227 NA
Option contracts purchased 5.615 -334.29) NA
Swap contracts (debt related)* (10.981) 1.09] NA
Total debt investments S 32.233.253 S 10,956,702

* The futures and swap contracts' weighted duration was calculated using notional rather than fair values. For foreign futures, local notional
value was converted to a U.S. dollar value based on foreign exchange rates at June 30, 201
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Interest rate risk information for debt investments sold short is presented below (in thousands).

FRS Pension Trust Fund
Short Debt Investment Positions
As of June 30, 2010

Fair value Effective weighted
Investment type duration (in years
GNMA commitments to sell (TBAs) s (16:321) 101
FNMA, FHLMC commitments to sell (TBAs) (73.536) 185
Options sold (8.757) -177.54

Total short positions in debt investments'

98,614

! Investments sold short are reported as liabilitics on the Statement of Fiduciary Net Assets.

Presented below are interest rate risk schedules for all debt-related investments managed by the SBA (excluding the FRS Pension
Trust Fund), as of June 30, 2010 (in thousands). Certain investment types may be presented using two or more interest rate risk
methods, if the investment types are managed using different techniques. For example, if investments are purchased to match
scheduled debt payments, to coincide with Lottery prize payouts, or are entirely client directed investments, the investments are
presented using the time distribution method. If i are in a portfolio that contains weighted average maturity
restrictions, the investments are presented using this method. If investments are subject to certain restrictions on duration, then
that method is used. Individual investments are only included in one of the following three methods scheduled below.
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Debt Investments Managed by SBA (except FRS Pension Trust Fund)
That Use Segmented Time Distribution Method
As of June 30,2010

Investment maturities (in years)

Total fair Less than or

Investment type value equal to 1 >11t03 >3105 >5t010 >10t0o15 >151t020 >20
US. guaranteed obligations:
U.S. Treasury bills S 135618 § 135618 § e 8 e $ P T T
U.S. Treasury bonds,
notes, & SLGS* 944,197 790,815 117,315 35,039 821 207 -
U.S. Treasury strips 971,497 204,944 335,144 191,432 132986 52935 47871
Index linked government
bonds 10,154 10,154
Federal agencies:
Unsecured bonds & notes 138,687 45,904 45,280 39,998 7,505
Agency strips 55734 16,079 28,008 11,647 .
Inverse floating rate CMO's 282

Total debt investments $2256,169 $1,193,360 § 525747 § 288270 S 141,312 § 53,424 $ 47871

* Special U.S. Treasury securities for State and Local Governments.

Debt Investments Managed by SBA (except FRS Pension Trust Fund)
That Use Weighted Average Maturity Method or Duration Method
As of June 30,2010

Effective Weighted
weighted average
Fair valuc duration Fair valuc maturity
Investment type (duration) (in years) (WAM) (in days)
Certificates of deposit B 6,153 1s6|[s 3767625 36
Commercial paper 350 0.13 3,945,555 28
Bankers' acceptances e NA 4972 63
Money market funds 883,847 0.06 1,783,822 1
Security lending collateral pools . NA 3,992 236
Repurchase agreements NA 3,385,010 1
U.S. guaranteed obligations:
U.S. Treasury bills 11,992 035 NA
U.S. Treasury bonds & notes 417,127 6.14 888,701 6
U.S. Treasury strips 4,203,430 11.49 . NA
Index linked government bonds 307,844 371 . NA
U.S. government guaranteed 136,348 197, 105415 7
GNMA mortgage-backed 16,454 1.70) . NA
GNMA collateralized mortgage obligations (CMO's) 4,108 8.10 NA
Federal agencies:
Discount notes 1499 023 1,163,062 77
Unsecured bonds & notes 170,457 9.15 1,726,639 120
Agency strips 377,780 11.02 NA
Mortgage-backed 197,384 240 NA
Mortgage-backed CMO's 175,629 464 NA
Domestic bonds & notes:
Corporate 752,068 7.58 900,098 87
Non-government asset-backed & mortgage-backed 354,099 8.05 363,536 19
Non-government backed CMO's & CMBS 264,806 4.59 9.444 17
Municipal/provincial e NA| 750 7
Domestic bonds & notes commingled funds 1,754,736 405 e NA
International bonds & notes:
Government & regional 57 5.54 NA
Government agency 20323 4.03 . NA
Corporate 180,775 632 244,831 17
N backed & backed - NA 13,405 71
Non-government backed CMO's & CMBS NA 42,952 28
Total debt investments
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Component Units

Component units manage their exposure to interest rate risk through various investment policies. These policies may be obtained
separately from component units. Presented below is the applicable interest rate risk i ion for major units (in
thousands). Amounts shown below represent only that portion of debt investments required to be disclosed by component units
reporting under the GASB reporting model.

Major Component Units
Debt Investments
That Use Segmented Time Distribution Method
As of June 30,2010

Investment maturities (in years)

Total fair Less than
Component unit / Investment type value or equal to | >lt0s >61t010 > 10
Tniversity of Florida
U.S. guaranteed obligations s 21814 S 5825 S 13139 5 2849 § -
Federal agencies 480 424 7 e 49
Bonds & notes 29,179 1,521 22294 1,404 3,960
Mutual funds 85.559 1319 84.240
Total debt investments S 137.032 S 9089 S 119680 § 4253 §  4.009
Major Component Units
Debt Investments
That Use Duration or Weighted Average Maturity Method
As of June 30,2010
Weighted
Modified Average
Fair value duration Fair value maturity
Component unit / Investment type (duration) (in years) (WAM) (in years)
Florida Housing Finance Corporation
Certificates of deposit 5 NA (]S e NA
U.S. guaranteed obligations 15.482 236 NA|
Federal agencies 68,694 121 o NA
Bonds & notes 298,061 151 NA|
Citizens Property Insurance Corporation
U.S. guaranteed obligations NA 357,784 NA
Federal agencies e NA 3,168,821 6.70)
Bonds & notes NA 1592016 111
Total debt investments s 382237 S 5118621

4. Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment.

Pooled Investments with the State Treasury

The State Treasury does not have any investments in foreign currency. State law and investment policy do not authorize
investments in foreign currency related to State Treasury investment operations.

Other Investments

The FRS Pension Trust Fund and the Lawton Chiles Endowment Fund had exposure to foreign currency risk at June 30, 2010.
These funds are managed primarily by the use of “asset classes.”

The FRS Pension Trust Fund’s foreign equities asset class range limits, as adopted in the SBA’s Investment Policy Statement for
most of the fiscal year, were 11-25% of total fund assets, with a target of 20%. On June 8, 2010, a new Investment Policy
Statement was adopted that merged domestic and foreign equities together, thus eliminating this policy range for foreign equities.
Other asset classes may hold non-U.S. securities as well, depending on portfolio guidelines. The Lawton Chiles Endowment
Fund’s foreign equities asset class range limits, as adopted in the fund’s investment plan, are 6-18% of total fund assets, with a
target of 12%. A limited amount of exposure occurs in certain Fixed Income portfolios. In all cases, Florida law limits the total
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exposure to foreign securities to 35% of the total fund. There is no requirement that this exposure to foreign currency be hedged
through forward currency contracts, although the managers use them in many cases.

Presented below in U.S. dollars are the FRS Pension Trust Fund and Lawton Chiles Endowment Fund investments exposed to
foreign currency risk as of June 30, 2010, listed in total, by currency (in thousands).

FRS Pension Trust Fund and Lawton Chiles Endowment Fund (LCEF)
Investments Exposed to Foreign Currency Risk
As of June 30,2010

LCEF
Investment type

Timited _ Short-Sells
Currency Bonds Equity Partnerships' Equity” Equity
Australian dollar s S 623,990 S S (1699) S g 3,720
Brazilian real 266,868 1234
British pound sterling 2462332 (18.236) 5,100
Canadian dollar 23526 757.571 as.n 3,147
Czech koruna 45195
Danish krone 153317 (3.132)
Egyptian pound 36,711
Euro currency unit 3,035 3437071 154,928 (33.035) 18,454
Hong Kong dollar 1132921 (955) 4933
Hungarian forint 17,920 176
Indian rupee 299,262
Indonesian rupian 54,406
Isracli shekel 47.878 300
Japanese yen 2444831 (9.817) 15117
Malaysian ringgit 74,603 2806
Mexican peso 26,127 120,660 1,607
Norwegian krone 85,787 (523) 624
Phillippines peso 23,827 202
Polish zloty 46,757 813
Singapore dollar 309,628 a3 2228
South African rand 229,100 659
South Korean won 385,599 5,740
Swedish krona 279.415 (696) 1156
Swiss franc 1,086,930 (1.380) 1326
Taivan new dollar 387.517 2829
Thailand baht 147,429 147,429 776
Turkish lira 166.667 166,667 557
Other 101,097 101,097 300
Equity linked notes (various currencies)* 10,327 10,327
International equity commingled funds' 4958217 4,958,217
International private equity limited partnerships' 358,118 358,118

Total investments subject to foreign currency risk S 52688 $20.193833 S 513046 § (127721) $20631846 5 74349

! International equity commingled funds and international private equity limited partnerships are commingled investments where the FRS Pension Trust Fund
owns only a portion of the overall investment. The overall investment is reported in U.S. dollars, but the underlying investments are exposed to forcign
currency risk in various currer If the private cquity limited partnership provided financial statements in Euro currency units, it was reported as having
forcign currency risk in Euro currency units.

* Equity secur
currency risk.

sold short are reported as liabi

s on the Statement of Fiduciary Net Assets. They are included here since they do have exposure to forcign

* Equity linked notes are participatory notes that allow the holder to participate in certain foreign equity markets where direct participation is not possible duc
to local government regulations, tax policies, or other reasons. The notes themselves may be valued in U.S. dollars, but the underlying assets are subject to
foreign currency risk.
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In addition to the investments presented above, the FRS Pension Trust Fund holds positions in futures contracts that are subject to
foreign currency risk. A futures contract is an agreement between two parties, a buyer and a seller, to exchange a particular good
for a particular price at a particular date in the future, all of which are specified in a contract common to all participants in a market
on an organized futures exchange. Upon entering into a futures contract, collateral is deposited with the broker, in the SBA’s
name, in accordance with the initial margin requirements of the broker. Futures contracts are marked to market daily by the board
of trade or exchange on which they are traded. The resulting gain/loss is received/paid the following day until the contract expires.
The frequency of cash flows depends upon specified collateral and margin limits mutually agreed upon by the SBA and the third-
party broker. The margin payments are exposed to foreign currency risk. The FRS Pension Trust Fund’s futures contract
positions at June 30, 2010, that have exposure to foreign currency risk are presented below (in thousands).

FRS Pension Trust Fund
Futures Positions Exposed to Foreign Currency Risk
As of June 30, 2010

In Local Currenc;

Notional Notional Unrealized
Number of  Traded Market Unrealized Gain/(Loss)
Currenc; Contracts' Exposure. Exposure. Gain/(Loss)” (in U.S. $)
Bond Futures:
UK Long Gilt British pounds sterling 26 S 3,093 § 3147 8§ 54 s 81
Euro BOBL Euro currency unit 490 58,888 59.246 358 438
Euro Bund Ewro currency unit (46) (5.951) (5.952) ) )
Japan 10 Year Bond Japanese yen (75) (10,544,250)  (10,624,500) (80,250) (907)
Stock Index Futures:
GBP FTSE 100 Index British pound sterling 130 s 6741 § 6345 § (396) S (593)
Canada S&P/TSE 60 Index ~ Canadian dollar 45 6.136 5,933 (203) 91y
DJ Euro STOXX 50 Euro currency unit 465 12,436 11,941 (495) (606)
TOPIX Index Future Japanese yen 86 740,156 721,110 (19,046) @15)

! Long positions are positive and short positions are negative.
* Margin receipts or payments are settled periodically in the respective local currency and are subject to foreign currency risk.

In addition, the FRS Pension Trust Fund holds positions in several interest rate swap agreements that are subject to foreign
currency risk. The FRS Pension Trust Fund either receives or pays a fixed interest rate and also pays or receives a variable three-
or six-month LIBOR (London Inter-Bank Offered Rate) in each currency. A summary of interest rate swaps with currency
exposure is presented below (in thousands).

FRS Pension Trust Fund
Interest Rate Swaps with Foreign Currency Exposure

As of June 30,2010

Notional
Amount Fair Value ~ Fair Value
(local inLocal  inUS.
Currency currency) Receive' Pay' Maturity Dates  Currency Dollars
Euro currency unit 11,510  EURIBOR 6 month 3.94% - 4.055% 5/12/40 - 5/14/40 (526) $  (644)
Euro currency unit 131,730 4.085%- 4.36% EURIBOR 6 month  4/23/20 - 4/23/40 448 549
British pound sterling 220,640 GBP 6 month LIBOR 3.41%- 4.44% 8/4/15-8/16/25  (12,412)  (18,570)
British pound sterling 201210 4.1331%-4.1926%  GBP 6 month LIBOR  §/4/20 - 8/16/20 12,693 18,990
South Korean won 112,867,158 3.262%-3.9%  KWCDC 3 Month LIBOR 6/12/11 - 7/8/11 _ 683,023 559
683226 $ 884

" If a range of interest rates are presented, they represent the lowest to highest fixed rates received or paid. The EURIBOR (Euro
Interbank Offered Rate) is the rate at which euro wholesale money market (or interbank market) term deposits within the euro zone
are offered by one prime bank to another prime bank. The "KWCDC 3 Month LIBOR" is the South Korean Won 3 month LIBOR
rate.
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The FRS Pension Trust Fund also holds credit default swaps where it either buys or sells protection against default of an
underlying debt security or basket of debt securities. If protection is purchased and the underlying debt security(s) goes into
default, the FRS Pension Trust Fund would be made whole. If protection is sold and the underlying debt security(s) goes into
default, the FRS Pension Trust Fund would be required to make the purchaser whole. The premiums are paid or received in
foreign currency and are thus subject to foreign currency risk. A summary of credit default swaps with currency exposure are
presented below (in thousands).

FRS Pension Trust Fund
Credit Default Swaps with Foreign Currency Exposure
As of June 30,2010

Local
Currency  Buying or Annual Fair Value in
Notional Selling Payment  Premium  Maturity Local Fair Value in
Currency Amount Protection  Frequency Rate' Dates Currency U.S. Dollars
Euro currency units 38000 Buying  Quarterly  1.00% 672012015 507 S 621

! The FRS Pension Trust Fund pays an annual 1% premium on 38,000,000 euro currency units notional value. Premiums are paid
quarterly and are subject to foreign currency risk.

The FRS Pension Trust Fund also enters into forward foreign currency exchange contracts. Forward foreign currency
exchange contracts are agreements to exchange the currency of one country for the currency of another country at an agreed-
upon price and settlement date. The contracts are subject to foreign currency risk. The contracts are reported as receivables
and payables on the Statement of Fiduciary Net Assets. A schedule of the FRS Pension Trust Fund’s forward foreign currency
exchange contracts outstanding at June 30, 2010, is presented below, by currency (in thousands).
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FRS Pension Trust Fund
Forward Foreign Currency Exchange Contracts
As of June 30,2010

Net
Amount to Receivable Fair Unrealized
Buy Amount to Sell Value Payable Fair Value  Gain/(Loss)
Currency to Buy (Local) __ Currency to Sell (Local) (in U.S. $) (nUS $) (nUS $)
Australian dollar 8,257 Swiss franc (7.700) 56,914 (87,150) (8236)
Australian dollar 7.680 U.S. dollar (6.669) 6.442 (6.669) (227)
Brazilian real 1,227 U.S. dollar (685) 681 (685) )
British pound sterling 4,771 Euro currency unit (5.784) 7.137 (7.088) 49
British pound sterling 7,482 U.S. dollar (11,224) 11,194 (11,224) 30)
Canadian dollar 7.295 Euro currency unit (5.745) 6,861 (7,040) (179)
Canadian dollar 41,695 U.S. dollar (39.824) 39.232 (39.824) (592)
Egyptian pound 1 U.S. dollar . . .
Euro currency unit 2,908 Australian dollar 4.317) (3.614) [€1})
Euro currency unit 2,875 British pound sterling (2,349) (3.515) B
Euro currency unit 2,875 Canadian dollar (3.607) (3.392) 131
Euro currency unit 2,908 Japanese yen (319,927) (3,620) (56)
Euro currency unit 8,524 Norwegian krone (68,106) (10,433) 12
Euro currency unit 5.630 Swedish krona (54,034) (6.943) (44)
Euro currency unit 5.670  Swiss franc (7.656) (7.110) (162)
Euro currency unit 58,084 U.S. dollar (72,071) (72,071) (908)
Hong Kong dollar 17,605 U.S. dollar (2,262) (2,262) )
Indonesian rupian 9,330,686 U.S. dollar (1,028) (1,028) 1
Israeli shekel 181 U.S. dollar A7) “7)
Japanese yen 318,052 Euro currency unit (2.868) (3.514) 85
Japanese yen 771785 U.S. dollar (8.685) (8.685) 41
Kenyan shilling 3,769 U.S. dollar “7) “7) )
New Zealand dollar 12,916 U.S. dollar (8.873) (8.873) (40)
Nigerian naira 23,875 U.S. dollar (160) (160) S5}
Norwegian krone 57,201 Euro currency unit (7.213) (8.839) (76)
Norwegian krone 22,972 Japanese yen (316.529) (3.581) (62)
Norwegian krone 2,335 U.S. dollar (360) (360) )
S. African rand 2,049 U.S. dollar (268) (268) )
Singapore dollar 605 U.S. dollar (434) (434) (1
South Korean won 29 U.S. dollar R e
Swedish krona 24,556 Euro currency unit (2.577) (3.158) @)
Swedish krona 86,785 U.S. dollar A1,114) 11,152 (a1,114) 38
Swiss franc 3,992 Australian dollar (4.173) 3.707 (3.494) 213
Swiss franc 14,553 Euro currency unit (10,418) 13,513 (12,767) 746
Swiss franc 4,973 U.S. dollar (4.603) 4.611 (4.603) B
Turkish new lira 1,621 U.S. dollar (1,024) 1,024 (1,024)
UAE dirham 74 U.S. dollar (20) 20 20) .
U.S. dollar 15,308 Australian dollar (18.401) 15,308 (15.418) (110)
U.S. dollar 931 British pound sterling (618) 931 (925) 6
U.S. dollar 54,135 Canadian dollar (56.569) 54,135 (53.232) 903
U.S. dollar 3 Croatian kuna a7 3 3
U.S. dollar 1,102 Danish krone (6.730) 1102 (1.107) )
U.S. dollar 135,260 Euro currency unit (107,290) 135,260 (131,453) 3,807
U.S. dollar 2,048 Hong Kong dollar (15,950) 2,049 (2,048) 1
U.S. dollar 667 Indian rupee (31,280) 667 (673) ©)
U.S. dollar 2,682 Indonesian rupian (24,407,934) 2,682 (2,692) (10)
U.S. dollar 515 Isracli shekel (1,944) 515 (s01) 14
U.S. dollar 66,763 Japanese yen (6,009,396) 66,763 (67,944) (1,181)
U.S. dollar 1,100 Mexican new peso (14,139) 1.100 (1.097) 3
U.S. dollar 3,475 New Zealand dollar (4.937) 3,475 (3.376) 99
U.S. dollar 72 Singapore dollar aorny 72 a2
U.S. dollar 621 South Korean won (770.158) 621 (630) ©)
U.S. dollar 12,442 Swedish krona (99,523) 12,442 (12,789) (347)
U.S. dollar 1,729 Swiss franc (1.867) 1.729 (1.731) @)
U.S. dollar 2,462 Thailand baht (80,045) 2,462 2471 ©
Total 11.169.811 (32,619.300) $564.629 ($562.818) $1.811
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Component Units

‘Component unit information regarding foreign currency risk was not readily available.

5. Security Lending

Pooled Investments with the State Treasury

Section 17.61(1), F.S. authorizes the State Treasury to participate in a security lending program. Agents of the State Treasury loan
securities, including U.S. government and federally guaranteed obligations, bonds, and notes to broker/dealers for collateral with a
simultaneous agreement to return the collateral for the same securities in the future. Collateral for loaned securities cannot be less
than 100% of the fair value of the underlying security plus accrued interest. Such collateral may consist of cash; government
securities; unconditional, irrevocable standby letters of credit; or other assets specifically agreed to in writing. Cash collateral is
invested by the agent in investments authorized by Section 17.57, F.S. Maturities of investments made with cash collateral
generally are not matched to maturities of the securities loaned because security loan agreements are generally open-ended with no
fixed expiration date. Since the collateral under security lending agreements (including accrued interest) exceeded the fair value
of the securities underlying those agreements (including accrued interest), the Treasury had no credit risk exposure at June 30,
2010. If a situation occurs where an agent does not receive collateral sufficient to offset the fair value of any securities lent, or the
borrowers fail to return the securities or fail to pay the State Treasury for income distributions by the securities’ issuers while the
securities are on loan, the agent is required to indemnify the State Treasury for any losses that might occur. The State Treasury
received $2,103,718,906 cash collateral for securities loaned to others. Since the State Treasury does not have the ability to pledge
or sell non-cash collateral securities, any non-cash portion of the collateral is not reported on the balance sheet. Securities held
with others under security lending agreements with cash collateral totaled $2,060,798,309. There were no securities held with
others under security lending agreements with non-cash collateral. Security lending asset and liability balances are allocated at
fiscal year end and reported among all participating funds of the primary government. The securities held with others under
security lending agreements as of June 30, 2010, are as follows (fair value equals carrying value of investment on loan): Domestic
bonds and notes of $138,637,138, Federal agencies of $258,056,596, International bonds and notes of $44,437,858 and U.S.
guaranteed obligations of $1,619,666,717.

Other Investments

Through the SBA, various funds, including the FRS Pension Trust Fund, the Florida Lottery Trust Fund, the Lawton Chiles
Endowment Fund, and the Florida Prepaid College Trust Fund participate in security lending programs. Initial collateral
requirements for securities on loan primarily must be 102% or greater. The SBA had received and invested $7,576,630,601 in
cash and $21,386,728 in U.S. government securities as collateral for the lending programs as of June 30, 2010. At June 30, 2010,
the collateral held for the security lending transactions exceeded the fair value of the securities underlying the agreements
(including accrued interest). The SBA does not have the ability to pledge or sell the non-cash collateral securities, so the non-cash
portion is not reported on the balance sheet or the Statement of (Fiduciary) Net Assets. All security lending programs have
indemnity clauses requiring the lending agent to assume borrower’s risk from default. Maturities of investments made with cash
collateral generally are not matched to maturities of the securities loaned, because security loan agreements are generally open-
ended with no fixed expiration date. As such, investments made with cash collateral are primarily in short-term investments.
However, investments purchased for some security lending programs included investments with final maturities of six months or
more a range of i 0% to 44% of total collateral invested. There are no restrictions on the amount of
securities that can be loaned at one time to one borrower for most funds.

In July, 2009, following a third party study of current practices in securities lending, the SBA began transitioning the FRS Pension
Trust Fund security lending program from a general i program to an intrinsic/repo only lending model.
The latter model recognizes and monetizes only the demand driven lending value of securities held in the portfolio and avoids the
credit and liquidity risk of a credit oriented re-investment portfolio. Existing re-investment portfolios contained legacy non-repo
securities which would be supported by lending until they are either sold without loss or matured. All new lending would be done
using one day repurchase agreements of U.S. Government securities as re-i . The ion was that both
lending revenue and utilization would drop substantially, resulting in the need to reduce the number of lending agents in the
program. One agent lender’s program was transitioned to the FRS custodian, leaving two third party agents. At June 30, 2010,
approximately 82% of the lending program was intrinsic, with full implementation expected by June 30, 2011.
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The schedule below discloses the fair value and carrying value of investments on loan at June 30, 2010 (in thousands):

Schedule of Other Investments on Loan Under Security Lending Agreements
As of June 30,2010

Fair valuc’
Other funds
Securities on Loan for Cash Collateral, FRS Pension Managed by
by Investment type Trust Fund SBA Total
U.S. guaranteed obligations B 788956 S 1978963 S 2767919
Federal agencies 239,701 16.851 256,552
Domestic bonds & notes 538,976 157,661 696.637
International bonds & notes 146,134 146,134
Domestic stocks 2228136 68,895 2297031
International stocks LI78.119 3.565 1181.684
Total securitics on loan for cash collateral § 5120022 § 2225935 S 7345957
Sccurities on Loan for Non-Cash Collateral,
by Investment Type
U.S. guaranteed obligations s e S 3540 S 3.540
Domestic stocks 17,010 17,010
Total securities on loan for non-cash collateral 17,010 3,540 20,550
Total securities on loan § 5137032 § 2229475 S 7366507

"The fair value equals the carrying value of investments on loan. Fair value includes accrued interest on debt securities.

6. Derivatives

Pooled Investments with the State Treasury

Pursuant to the State Treasury’s ished i policy guidelines, interest rate futures are used as part of the investment
strategy related to interest rate risk, duration adjustments, and yield curve strategies. Although put and call options on any
security permitted under the State Treasury’s investment guidelines are authorized interest rate futures were the only type of
derivative utilized. The State Treasury did not utilize derivatives for hedging activities during the fiscal year ending June 30,
2010. As of June 30, 2010, all of the State Treasury investment derivatives were reported at fair value in the accompanying
financial statements as of June 30, 2010.

A summary of investment derivatives traded in the State Treasury is presented below (in thousands).

Changes in Fair Value Fair Value at June 30, 2010 Notional
Classifica Amount Classific: Amount (in US$)
State Treasury
Investment derivative instruments:
Futures Investment Income S 13714 Investments S 2133 S 128800
GNMA commitments to
purchase Investment Income 6,093 Investments 102,521 96,466
FNMA, FHLMC
commitments to purchase Investment Income 13206 Investments 329.470 311,561

This schedule includes both long and short positions.

See section 1E of Note 1 to these financial statements regarding State Treasury’s securities pricing policies and independent
pricing services methodologies related to securities not available on quoted market pricing exchanges.
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Other Investments

Effective July 1, 2009, the SBA adopted GASB Statement No. 53 (GASB 53), Accounting and Financial Reporting for
Derivative Instruments, which was issued in June 2008. GASB 53 establishes accounting and reporting requirements for
derivative instruments. Per GASB 53, a derivative instrument is defined as a financial instrument or other contract that has all
of the following characteristics:

Settlement factors. It has (1) one or more reference rates and (2) one or more notional amounts or payment provisions or

both. Those terms determine the amount of the settlement or settlements and, in some cases, whether or not a settlement is

required.

b. Leverage. It requires no initial net inves or an initial net i that is smaller than would be required for other
types of contracts that would be expected to have a similar response to changes in market factors.

c. Net settlement. Its terms require or permit net settlement, it can readily be settled net by a means outside the contract, or it

provides for delivery of an asset that puts the recipient in a position not substantially different from net settlement.

The implementation of GASB 53 had no impact on the financial statements for the fiscal year ended June 30, 2010, as the
change in the fair value of derivative instruments was recorded in the ing financial The derivative
instruments were recorded at fair value in the accompanying financial statements as of June 30, 2010. Derivative instruments
consisted of futures, options, mortgage TBAs, forward currency contracts, and swaps.

The SBA has bli policy guid: for each i portfolio. Pursuant to these guidelines, derivative
investment instruments are authorized to be used as tools for risk or i strategies more efficiently
than could otherwise be done in cash markets. Derivative instruments shall only be used as part of a prudent investment
process. Various derivative investment instruments are used as part of the investment strategy to hedge against interest rate
risk, currency risk in foreign markets, default risk, and mor backed security risk, as well as to cost
effectively manage exposure to domestic and international equities and bond and real estate markets.

A futures contract is an agreement between two parties, a buyer and a seller, to exchange a particular good for a particular price
at a particular date in the future, all of which are specified in a contract common to all participants in a market on an organized
futures exchange.

An option gives the buyer a stipulated privilege of buying or selling a stated property, security, or commodity at a given price
(strike price) within a specified time (for an American-style option, at any time prior to or on the expiration date). A securities
option is a negotiable contract in which the seller (writer), for a certain sum of money called the option premium, gives the
buyer the right to demand within a specified time the purchase (call) from or sale (put) to the option seller of a specified
number of bonds, currency units, index units, or shares of stock, at a fixed price or rate, called the strike price or rate.

A forward contract is a contractual obligation, typically over-the-counter, traded between two parties to exchange a particular
good or instrument at a set price on a future date. The buyer of the forward agrees to pay the price and take delivery of the good
or instrument and is said to be “long” the forward, while the seller of the forward, or “short”, agrees to deliver the good or
instrument at the agreed price on the agreed date.

A swap is a contractual agreement to exchange a stream of periodic payments with a counterparty. Swaps are available in and
between all active financial markets, including, but not limited to, interest rate swaps and credit default swaps. A credit default
swap is an agreement that allows one party to “buy” protection from another party for losses that might be incurred as a result
of default by a specified reference credit (or credits). The “buyer” of protection pays a premium for the protection, and the
“seller” of protection agrees to make a payment to compensate the buyer for losses incurred if a defined credit even oceurs.
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A summary of investment derivatives traded in the Lawton Chiles Endowment Fund and the FRS Pension Trust Fund is presented
below (in thousands). As of June 30, 2010, all of the SBA investment derivatives were reported at fair value.

Changes in Fair Value Fair Value at June 30, 2010 Notional

Classification Amount Classification Amount (in USS)

Governmental activities (Lawton Chiles Endowment Fund)

Investment derivative instruments:

Futures Investment Income $ 1 Investment EI— $ 902
Forward currency exchange
contracts. Investment Income (99)  Not applicable®

Fiduciary funds (FRS Pension Trust Fund)

Investment derivative instruments:

Receivable/
Futures' Investment Income $ 204,635  Payable $ S 236,776
Options Investment Income 3,486 Investment/Liability” (3,142) (1,226,880)
Forward currency exchange Receivable/
contracts Investment Income (11,108)  Payable’ 1811 1811
GNMA commitments to
purchase/sell TBAs Investment Income 35,044  Investment/Liability’ 487,109 457,455
FNMA, FHLMC commitments
to purchase/sell TBAs Investment Income 152,200 Investment/Liability> 2,640,385 2,496,939
Interest rate swaps Investment Income (11,577)  Investment/Liability (6.853) 1,024,840
Credit default swaps Investment Income 41,954 Investment/Liability (8.286) 386,636
Total return swaps Investment Income 37.555  Investment/Liability 4,157 377,665
Equity index swaps Investment Income 515,033 Not applicable*

! The total unrealized loss for open futures contracts in the FRS Pension Trust Fund at June 30, 2010, was $29,335,153. However,
the majority of this loss has been settled with cash payments totaling $26,881,788 sent to the futures clearing broker on or before
June 30,2010, Outstanding remaining net futures trade equity at June 30, 2010, totaled ($2.453,365). The total notional values on
long and short futures positions were $5,512,165,847 and ($5,275,389,880), respectively.

* Purchased options and mortgage TBAs are reported as investments. Sold options and mortgage TBAs are reported as liabilities.
This schedule nets purchase and sell commitments.

? The total Receivable and Payable notional and fair values (in U.S. $) for forward currency exchange contracts in the FRS Pension
Trust Fund were $564,628,863 and ($562,818,119) as of June 30, 2010. These amounts are reported as "Forward contracts"
receivable and "Forward contracts payable” on the Statement of Fiduciary Net Assets.

* The forward currency exchange contracts in the Lawton Chiles Endowment Fund and the equity index swaps in the FRS Pension
Trust Fund were closed prior to the end of the fiscal year.

The FRS Pension Trust Fund also held units in the SSGA Daily Active Emerging Markets Fund, BlackRock Small Cap Plus, and
BlackRock Index Plus Funds. The Funds use equity return swaps and equity futures to gain exposure to certain international
equity markets. The FRS Pension Trust Fund does not directly hold positions in these derivatives; it only holds units of the
commingled funds.

7. Reverse Repurchase Agreements

Section 17.57, F.S., authorizes the State Treasury to enter into reverse repurchase agreements. ~ As of June 30, 2010, the State
Treasury was not entered into any Reverse Repurchase Agreements.
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8. Commitments

At June 30, 2010, the FRS Pension Trust Fund had total unfunded capital commitments of $6.6 billion that is not recorded on the
FRS Pension Trust Fund Statement of Fiduciary Net Assets. The following table depicts the unfunded commitments by asset
class (in thousands).

FRS Pension Trust Fund
Unfunded Commitments
As of June 30,2010

Unfunded
Commitments
Asset Class (in U.S. $)
Private Equity' $ 4,242,412
Strategic Investments 2,126,964
Real Estate 276.661

Total

! Includes $3,894,293,719 in U.S. dollars and 284,201,694 in Euro
currency units with a June 30, 2010 U.S. dollar value of
$348.118,657.

9. Local Government Investment Pool — Pending Matters Closed

On March 3, 2010, the SEC completed its investigation relating to the purchase and sale of secured notes issued by KKR
Atlantic, KKR Pacific, Ottimo, and Axon (among others) to the SBA on behalf of the LGIP and other funds by various broker-
dealers and did not recommend any enforcement action by the Commission.
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NOTE 3 - RECEIVABLES AND PAYABLES

“Receivables, net” and “Other loans and notes receivables, net,” as presented on the Government-wide Statement of Net Assets
and the applicable balance sheets and statements of net assets in the fund financial statements, consist of the following (in
thousands):

GOVERNMENTAL ACTIVITIES

Environment, Health and
General Recreation and Public Family
Fund Conservation Education Services Transportation
Accounts receivable S 303436 S 26593 S s 266,661 S 61249
Due from Federal government 982 21,468 49,282 1,678,187 50,209
Due from other governmental units 364 1061 e 6257 52,822
Interest & dividends receivable 6396 3.150 3,180 305 5533
Loans & notes receivable 27,526 94,022 2,520
Fees Receivable 102,873 95 e 127,672
Taxes receivable 2.263.691 21,150 56473 . 188,663
Allowance for uncollectibles (1,329.866) (21.736) (2.455) (27.464) (513)
Receivables, net S 1375402 145.803 S 109001 S 2051618 S 357,963
Loans & notes receivable
from other governments $ $ 1,001,158 $ $ N 744,269
Long-term interest receivable . .. 1138
Other loans & notes receivable 5.809 E e 195,554 1.401
Allowance for uncollectibles 170 - (173.330) ©.881)
Other loans & notes receivable, net s 5639 8 1,001,158 S s 22224 S 736,927
(Continued below)
Nonmajor Total Internal Government-wide Total
Governmental  Governmental Service Reconciling Governmental
Funds Funds Funds Balances Activities
Accounts receivable S 285549 S 943,489 $ 15720 § 53135 S 1,012,344
Due from Federal government 87.279 1,887,407 . 1,887,407
Due from other governmental units 33459 93,963 3431 97,394
Interest & dividends receivable 5393 23,957 1264 25221
Loans & notes receivable 127,491 251,559 . 251,559
Fees Receivable 232 230,872 230,872
Taxes receivable 5,449 2,535,426 2,535,426
Allowance for uncollectibles (135,988) (1,518,022) “n - (1,518,069)
Receivables, net S 408,864 4,448,651 S 20,368 _$ 53,135 4,522,154
Loans & notes receivable
from other governments 870,860 2,616,287 2,616,287
Long-term interest receivable - 1,138 1,138
Other loans & notes receivable 397,582 600,346 E 600,346
Allowance for uncollectibles (165,906) (349.287) (349.287)
Other loans & notes receivable, net S 1,102,536 S 2,868,484 S S S 2,868,484
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BUSINESS-TYPE ACTIVITIES
Hurricane R ) ;
Catastrophe Prepaid College  Unemployment “Accounts payable and accrued llabllmes.‘i as presented on }he Govemmenl-WI‘de Statement of Nel_ Assets and the applicable
Iransportation Lottery Fund Program Compensation balance sheets and statements of net assets in the fund financial statements, consist of the following (in thousands):
Accounts receivable S 3,008 20921 99417 S 10921 s 174,674 General Recreation and Public Family
Duc from Federal government - e . ; 204,671 Fund Conservation Services Transportation
Due from other governmental units 175 - . 3,580
Interest & dividends receivable 1429 70 3 96,565 Accounts payable S 403482 S 42,588 S 51,029 S 1871444 $ 193,676
Loans & notes receivable 339414 Acerued salaries & wages 45,133 1,200 43 18,903 7588
Fees Receivable 250 Claims payable . —
Taxes receivable 345,694 Construction contracts 468,016
Allowance for uncollectibles (1.632) § (@) (216.562) ;“"cf“ _"c‘"f‘idl interest .
Receivables, net 5 46128 200498 100,994 $ 373,672 8 600,925 eposits payable
Duc to Federal government . . 8,327
(Continued below) Due to other governmental units 135,364 9,895 6,076
Nonmajor Total Government-wide Total Otherpayables .
Enterprise Enterprise Reconciling Business-type Vouchers payable 10,250 8
Funds Funds Balances Accounts payable and
Accounts receivable B 25298 S 334239 S 5773 8 340,012 accrued liab $ 594389 § 54,017 _§ 51,693 § 1,904,762 $ 681,243
Due from Federal government - 204,671 . 204,671 P,
Due from other governmental units 31 3,786 3,786 (Continued below)
Interest & dividends receivable 480 114252 114,252 Nonmajor Total Internal  Government-wide Total
Loans & notes receivable 339,314 339,314 Governmental  Governmental Service Reconciling  Governmental
Fees Receivable 28 2,331 2,331 Funds Funds Funds Balances Activities
Taxes receivable e 345,694 345,694 Accounts payable s 197457 ' § 2,759,676 S 23614 S 657,612 § 3,440,902
Allowance for uncollectibles (1.541) (219,739) . (219.739) Accrued salaries & wages 7369 80,236 1572 81,808
Receivables, net 5 24296 S 1124548 5 5773 8 1130321 Claims payable 61.149 61149
Construction contracts 471,715 471,715
MPONENT UNIT Current accrued interest .. 6231 6,231
COMPO UNITS Deposits payable 1164 6.216 6,216
Due to Federal government 1222 9,549 9,549
Accounts receivable $ 1,452,289 Due to other governmental units 32,083 191,448 2 191,470
Contracts & grants receivable 209,102 Other payables 8.170 8.170 8.170
Due from Federal government 13,213 Vouchers payable 75 10,333 10,333
Due from other governmental units 482,486 Accounts payable and
Interest & dividends reccivable 93,543 acerued liabi s 251239 § 35373438 92588 S 657.612 § 4,287,543
Loans & notes receivable 97305
Allowance for uncollectibles (361,633)
Receivables, net s 1,986,305
Other loans & notes receivable s 3,662,825
Allowance for uncollectibles
Other loans & notes receivable, net
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BUSINESS-TYPE ACTIVITIES NOTE 4 - TAXES
Hurricane ) Florida levies neither a personal income tax nor an ad valorem tax on real or tangible personal property. Taxes are, however,
Catastrophe Prepaid College  Unemployment one of the principal sources of financing state operations. A schedule of tax revenues by major tax type for each applicable
T Lottery Fund Program C major governmental fund, and for nonmajor governmental funds in the aggregate, is presented below (in thousands):
Accounts payable s 166§ 13708 § 786,566 $ 28639 § 201187
Accrued interest payable - P 41,286 . . Environment,
Accrued salaries & wages 50 . . . Recreation Health and Nonmajor
Construction contracts 25810 .. - - - General and Public Family Governmental
Deposits payable 200 2450 Fund Conservation _Education Services _ Transportation Funds Total
Due to other govemmental urits = o o 15395 Sales and use tax § 16969252 S ... S $ $ e S e § 16,969,252
Accounts payable and Fuel taxes:
accrued liabilities s 26,176_S 16,208 § 827852 § 28639 5 216,582 ';\; [‘“e:' » 2158.080 2158.080
otor fuel tax 158, 158,
(Continued below) Pollutant tax 235274 e 235274
Nonmajor Total Government-wide Aviation fuel tax e 52,407 52,407
Enterprise Enterprise Reconciling Solid minerals severance tax - 55,108 . 55,108
Funds Funds Balances Oil and gas production tax 4,324 ) 4324
.. ) ,505
Accounts payable s 4280 S 1,034,546 S 1850 § 1,036,396 . Total fuel taxes 4'3(24 20,382 2,210,487 2,305,193
Accrued salarics & wages 1513 1,563 o 1,563 Corporate income tax 1,785,291 1,785,291
Construction contracts y 25,810 . 25,810 Documentary stamp tax 1,077,836 1,077,836
Deposits payable 46 2,69 e 2,69 Intangible personal property tax 158,643 e 158,643
Due to other governmental units 15,395 15,395 Communications service tax 1,083,761 e 431914 L e 1,515,675
Accounts payable and Estate tax 3444 3444
acerued liabilii S 589 8 L1212% § L850 § 1,123,146 Gross receipts utiities tax - 7,131 665,882 - . 673,013
Beverage and tobacco taxes:
Alcoholic beverage tax 552,156 - - 11,800 563,956
Cigarette tax 1,283,085 1,283,085
Smokeless tobacco tax 25.605 25.605
Total beverage and
COMPONENT UNITS
tobacco taxes 1,860,846 e e 11,800 1,872,646
Other taxes:
Accounts payabl s 1,160,880
e o oavable 10013 Insurance premium tax 854,748 7,772 862,520
ot pay 10 Hospital public assistance tax . 765,539 765,539
Accrued salaries & wages 161,922 Citrus excise tax 41504 41,204
Claims payable 1,554,684 Pari-mutuel wagering tax 5225 X X s . 155,781 161,006
Construction contracts 82,277 Total other taxes 859,973 . . 765,539 . 204,757 1,830,269
Deposits payable 83,175 Total $ 23803370 $ 297.513 § 1.097.796 $ 765539 § 2210487 § 216,557 § 28391262
Due to Federal government 2,822
Due to other governmental units 1,198
Other payables —_— 12186 A reconciliation of balances in governmental fund to government-wide financial follows (in tt ds):
Accounts payable and
accrued liab
Sales and
Use Tax
Governmental fund statements S 16,969,252
Government-wide accruals 132,802
Government-wide statements $ 17,102,054
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NOTE 5 - CAPITAL ASSETS

Capital assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. The costs of normal maintenance and repairs that do not add to
the value of the assets or materially extend the assets’ lives are not capitalized.

For financial statement purposes, the state reports capital assets under the following categories and has established a reporting
capitalization threshold for each category. Applicable capital assets are depreciated over the appropriate estimated useful lives
using the straight-line method.

Financial Statement Estimated Useful
Capital Asset Category Capitalizing Threshold Life (in Years)
Land and other nondepreciable assets Capitalize all Not depreciable
Nondepreciable infrastructure Capitalize all Not depreciable
Construction work in progress $100,000 when work is completed Not depreciable
Buildings, equipment, and other depreciable assets
1 and building imp s $100,000 5-50
Infrastructure and infrastructure improvements  $100,000 3-50
(depreciable)
Leasehold improvements $100,000 2-15
Intangible assets $4,000,000 2-30
Property under capital lease Threshold correlates to asset category 2-20
Furniture and equipment $1,000 and $250 for non-circulated 2-25
books
Works of art and historical treasures Items capitalized as of June 30, 1999, 5-50

remain capitalized; capitalize unless

considered a collection
Library resources $25 5-50
Other capital assets $1,000 3-20

The state has elected to use the modified approach for accounting for its bridges and roadways included in the State Highway
System. Under this approach, the Department of Transportation has made the commitment to preserve and maintain these
assets at levels established by the Department of Transportation and approved by the Florida Legislature. No depreciation
expense is reported for such assets, nor are amounts capitalized in ion with imp that lengthen the lives of
such assets, unless the improvements also increase their service potential. The Department of Transportation maintains an
inventory of these assets and performs periodic condition assessments to establish that the predetermined condition level is
being maintained. In addition, the Department of Transportation makes annual estimates of the amounts that must be expended
to preserve and maintain these assets at the predetermined condition levels. Refer to the Required Supplementary Information
for additional information on infrastructure using the modified approach.

Not included in the reported capital assets are the irreplaceable collections at various historic sites and museums throughout the
state. For example, the Museum of Florida History, located in Tallahassee, currently has artifacts illustrating the history of
Florida since the arrival of human beings on the peninsula. It also has access to collections that include Florida upland and
underwater archaeology, Florida archives, and Florida and Spanish colonial numismatics.

Depreciation expense charged to functions of governmental activities for the year ended June 30, 2010, is as follows (in
thousands):

General Government s 62,490
Education 5,804
Human Services 37,660
Criminal Justice & Correction 93,553
Natural Resources & Environment 62,267
Transportation 51,229
State Courts 3,849

Total depreciation expense (zovernmental activities)

16,
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Primary government capital asset activities for the fiscal year ended June 30, 2010, are as follows (in thousands):

GOVERNMENTAL ACTIVITIES

Balance Balance
7/1/2009 Increases Decreases 6/30/2010
Capital assets, not being depreciated:
Land and other nondepreciable assets $ 16,230,555 495418 24,565 S 16,701,408
Infrastructure and infrastructure
improvements - nondepreciable 31,381,879 1,843,546 . 33,225,425
Construction work in progress 7,124918 1,908,880 1,928,790 7,105,008
Total capital assets, not being depreciated 54,737,352 4,247,844 1,953,355 57,031,841
Capital assets, being depreciated:
Buildings and building improvements 3,836,907 416,063 65,788 4,187,182
Infrastructure and infrastructure improvements 546,904 17,389 1,101 563,192
Leasehold improvements 268 346 614
Property under capital lease 420,057 8,530 246,722 181,865
Furniture and equipment 1,781,128 174,341 176,059 1,779,410
‘Works of art and historical treasures 1,457 1,457
Library resources 29,999 9,702 9,241 30,460
Other 57,572 9,736 676 66,632
Total capital assets, being depreciated 6,674,292 636,107 499,587 6,810,812
Less accumulated depreciation for:
Buildings and building improvements 1,829,177 127,277 451 1,956,003
Infrastructure and infrastructure improvements 255,038 23,209 465 277,782
Leasehold improvements 125 35 160
Property under capital lease 51,889 3,104 16,819 38,174
Furniture and equipment 1,248,084 153,146 111,024 1,290,206
‘Works of art and historical treasures 612 30 21 621
Library resources 12,397 2913 2,032 13,278
Other 37,464 7,138 377 44,225
Total accumulated depreciation 3,434,786 316,852 131,189 3,620,449
Total capital assets, being depreciated, net 3,239,506 319,255 368,398 3,190,363
Governmental activities capital assets, net S 57,076,858 S _ 4,567,099 _$ 2,321,753 _$ 60,222,204
BUSINESS-TYPE ACTIVITIES
Balance Balance
7/1/2009 Increases Decreases 6/30/2010
Capital assets, not being depreciated:
Land and other nondepreciable assets $ 881,194 S 35,957 4,607 S$ 912,544
Infrastructure and infrastructure
improvements - nondepreciable 5,542,756 573,907 5,699 6,110,964
Construction work in progress 845,547 358,254 579,640 624,161
Total capital assets, not being depreciated 7,269,497 968,118 589,946 7,647,669
Capital assets, being depreciated:
Buildings and building improvements 257,562 17,822 2,544 272,840
and i imp 60 591 651
Furniture and equipment 169,258 13,684 11,718 171,224
Library resources 2 . 2
Other 8,544 1,042 e 9,586
Total capital assets, being depreciated 435,426 33,139 14,264 454,301
Less accumulated depreciation for:
Buildings and building improvements 108,635 8,499 1,422 115,712
and i imp 40 14 54
Furniture and equipment 111,656 11,368 5,940 117,084
Other 8,215 361 8,576
Total accumulated depreciation 228,546 20,242 7,362 241,426
Total capital assets, being depreciated, net 206,880 12,897 6,902 212,875
Business-type activities capital assets, net S 7476377 S 981,015 $ 596,848 $ 7,860,544
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‘Component units’ capital asset activities for the fiscal year ended June 30, 2010, are as follows (in thousands):

COMPONENT UNITS

Balance Balance
7/1/2009 Increases Decreases 6/30/2010
Capital assets, not being depreciated:
Land and other non-depreciable assets N 5714928 § 128085 8 81,390 $ 5,761,623
Construction work in progress 2,051,028 951,108 1,409,265 1,592,871
Total capital assets, not being depreciated 7,765,956 1,079,193 1,490,655 7,354,494
Capital assets, being depreciated:
1dings and building imp: 12,616,217 1,632,558 280,823 13,967,952
Infrastructure and infrastructure improvements 1,972,187 97,148 6,632 2,062,703
Leasehold improvements 240,949 44,937 5,740 280,146
Property under capital lease 137,814 2,079 19,247 120,646
Furniture and equipment 3,366,283 354,864 207,110 3,514,037
Works of art and historical treasures 2,885 190 136 2,939
Library resources 814,527 43,265 16,926 840,866
Other 197,415 21,862 4,225 215,052
Total capital assets, being depreciated 19,348,277 2,196,903 540,839 21,004,341
Less accumulated depreciation for:
Buildings and building imp 3,952,962 367,522 106,900 4,213,584
Infrastructure and infrastructure improvements 622,661 66,655 2,361 686,955
Leasehold improvements 64,329 12,390 5,536 71,183
Property under capital lease 53,021 6,952 3,632 56,341
Furniture and equipment 2,276,831 268,436 172,817 2,372,450
‘Works of art and historical treasures 904 203 98 1,009
Library resources 584,759 42,531 13,812 613,478
Other 150,659 20,466 2,843 168,282
Total accumulated depreciation 7,706,126 785,155 307,999 8,183,282
Total capital assets, being depreciated, net 11,642,151 1,411,748 232,840 12,821,059
Component units capital assets, net $ 19,408,107 § 2,490,941 $ 1,723,495 § 20,175,553
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NOTE 6 - PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS
A. Pensions
1. The Florida Retirement System

The Florida Retirement System (FRS) was created in Chapter 121, F. S., effective December 1, 1970, by consolidating and
closing these existing plans to new members: the Teachers’ Retirement System (Chapter 238, Florida Statutes [F.S.]), the State
and County Officers and Employees’ Retirement System (Chapter 122, F.S.), and the Highway Patrol Pension Trust Fund
(Chapter 321, F.S.). In 1972, the Judicial Retirement System (Section 121.046, F.S.) was closed and consolidated into the
FRS. The FRS was created to provide a defined benefit pension plan for participating public employees. The FRS was
amended in 1998 to add the Deferred Retirement Option Program under the defined benefit plan and amended in 2000 to
provide a defined contribution plan alternative to the defined benefit plan for FRS members effective July 1, 2002. This
integrated defined contribution plan is the Public Employee Optional Retirement Program (PEORP), also referred to as the
FRS Investment Plan. Effective July 1, 2007, the Institute of Food and Agricultural Sciences (IFAS) Supplemental Retirement
Program, established under Section 121.40, F.S., was consolidated under the Florida Retirement System defined benefit plan as
a closed retirement plan. Partici| in the IFAS Retirement Program does not constitute membership in the
FRS.

Chapter 121, F.S., also provides for nonintegrated, optional retirement programs in lieu of the FRS to certain members of the
Senior Management Service Class (SMSC) employed by the state, state elected officials who chose SMSC membership in lieu
of Elected Officers’ Class membership, and faculty and specified employees in the state university system and state community
colleges. Provisions relating to the FRS are also contained in Chapter 112, F.S.

FRS ip is y for all employees filling a regularly established position in a state agency, county agency, state
university, state community college, or district school board. Participation by cities, municipalities, special districts, charter
schools, and metropolitan planning organizations, although optional, is generally irrevocable after clection to participate is

made. Members hired into certain positions may be eligible to withdraw from the FRS altogether or elect to participate in the
non-integrated optional retirement programs in lieu of the FRS except faculty of a medical college in a state university who
must participate in the State University System Optional Retirement Program.

There are five general classes of membership, as follows:
*  Regular Class - Members of the FRS who do not qualify for membership in the other classes.

*  Senior Management Service Class (SMSC) - Members in senior management level positions in state and local
governments as well as assistant state attoreys, assistant statewide prosecutors, assistant public defenders, assistant
attorneys general, deputy court administrators, and assistant capital collateral representatives. Members of the Elected
Officers” Class may elect to withdraw from the FRS or participate in the Senior Management Service Class in lieu of
the Elected Officers’ Class.

= Special Risk Class - Members who are emp! as law officers, fi h trainers, fire
p ion officers, state fixed-wing pilots for aerial firefighting surveillance, correctional officers, emergency
medical icians, paramedics, ity-based correctional probation officers, youth custody officers, certain

health-care related positions within state forensic or correctional facilities, or specified forensic employees of a
medical examiner’s officer or a law enforcement agency, and meet the criteria to qualify for this class.

«  Special Risk Administrative Support Class - Former Special Risk Class members who are transferred or reassigned to
pecial risk law fi ing, emergency medical care, or correctional administrative support
positions within an FRS special risk-employing agency.

= Elected Officers’ Class (EOC) - Members who are elected state and county officers and the elected officers of cities
and special districts that choose to place their elected officials in this class.

The FRS defined benefit plan (the FRS Pension Plan) provides vesting of benefits after six years of service for all membership
classes. Members are eligible for normal retirement when they have met the requirements listed below. Early retirement may
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be taken any time after vesting within 20 years of normal retirement age; however, there is a 5% benefit reduction for each year
prior to the normal retirement age.

*  Regular Class, Senior Management Service Class, and Elected Officers' Class Members - Six or more years of
creditable service and age 62, or the age after completing six years of creditable service if after age 62. 30 years of
creditable service regardless of age before age 62.

= Special Risk Class and Special Risk Administrative Support Class Members - Six or more years of Special Risk Class
service and age 55, or the age after completing six years of Special Risk Class service if after age 55. 25 years of
special risk service regardless of age before age 55. A total of 25 years of service including special risk service and up
to four years of active duty wartime service and age 52. Without six years of Special Risk Class service, members of
the Special Risk Administrative Support Class must meet the requirements of the Regular Class.

Note: Any member not employed in a regularly established position on July 1, 2001, becomes vested upon completion of one
year of creditable service afier July 1, 2001.

Benefits under the FRS Pension Plan are computed on the basis of age, average final compensation, creditable years of service,
and accrual value by membership class. Members are also eligible for in-line-of-duty or regular disability and survivors’
benefits. Pension benefits of retirees and annuitants are increased each July 1 by a 3% cost-of-living adjustment.

The Deferred Retirement Option Program (DROP) became effective July 1, 1998, subject to provisions of Section 121.091(13),
F.S. Defined benefit plan members who reach normal retirement are cligible to defer receipt of monthly benefit payments
while continuing employment with an FRS employer. An employee may participate in the DROP for a maximum of 60
months. Authorized i ional 1 may i in the DROP for up to 36 additional months beyond their initial
60-month participation period. Monthly retirement benefits remain in the FRS Trust Fund during DROP participation and
accrue interest. As of June 30, 2010, the FRS Trust Fund projected $2,331,167,940 in accumulated benefits and interest for
33,577 current and prior participants in the DROP.

The FRS is a cost-sharing multiple-employer public-employee retirement system with two primary plans. The Department of
Management Services, Division of Retirement administers the FRS Pension Plan. The State Board of Administration invests
the assets of the Pension Plan held in the FRS Trust Fund. Costs of administering the FRS Pension Plan are funded through
carnings on investments of the FRS Trust Fund. Reporting of the FRS is on the accrual basis of accounting. Revenues are
recognized when eamed and expenses are recognized when the obligation is incurred.

The State Board of Administration administers the defined contribution plan officially titled the Public Employee Optional
Retirement Program (FRS Investment Plan). Service retirement benefits are based upon the value of the member’s account
upon retirement. The FRS Investment Plan provides vesting after one year of service for Investment Plan contributions

of ip class. If an benefit igation for service credit originally earned under the FRS
Pension Plan is transferred to the FRS Investment Plan, six years of service (including the service credit represented by the
transferred funds) is required to be vested for these funds and the eamings on the funds. The employer pays a contribution as a
percentage of salary that is deposited into the individual member’s account. The Investment Plan member directs the
investment from the options offered under the plan. Costs of administering the plan, including the FRS Financial Guidance
Program, are funded through an employer contribution of 0.05% of payroll and by forfeited benefits of plan members. After
termination and applying to receive benefits, the member may rollover vested funds to another qualified plan, structure a
periodic payment under the Investment Plan, receive a lump-sum distribution, or leave the funds invested for future
distribution. Disability coverage is provided; the member may either transfer the account balance to the FRS Pension Plan
when approved for disability retirement to receive guaranteed lifetime monthly benefits under the FRS Pension Plan or remain
in the FRS Investment Plan and rely upon that account balance for retirement income.

All participating employers must comply with statutory contribution requirements. Section 121.031(3), F.S., requires an
annual actuarial valuation of the FRS Pension Plan, which is provided to the Legislature as guidance for funding decisions.
Employer contribution rates are established in Section 121.71, F.S. Employer contribution rates under the uniform rate
structure (a blending of both the FRS Pension Plan and Investment Plan rates) are recommended by the actuary but set by the
Legislature. Except in those instances where employees have elected to remain in pre-existing plans, employees make no
required contributions. Statutes require that any unfunded actuarial liability (UAL) be amortized within 30 plan years.
Pursuant to Section 121.031(3)(f), F.S., any surplus amounts available to offset total retirement system costs are to be
amortized over a 10-year rolling period on a level-dollar basis. The balance of legally required reserves for all defined benefit
pension plans at June 30, 2010, was $107,245,391,462. These funds were reserved to provide for total current and future
benefits, refunds, and administration of the FRS Pension Plan.
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FRS Retirement Contribution Rates:

Fiscal Year Rates*
Membership Class 2009-2010* (Ch.121,F.S)
Regular 9.57% 8.69%
Senior Management Service 12.93% 11.96%
Special Risk 21.99% 19.76%
Special Risk Administrative Support 12.04% 11.39%
Elected Officers - Judges 20.57% 18.40%
Elected Officers - Legislators/Attorneys/Cabinet 14.83% 13.32%
Elected Officers - County 17.27% 15.37%
Deferred Retirement Option
Program - applicable to
members from all of the
above classes or plans 11.14% 9.80%

* Rates indicated are uniform rates for all FRS members created by blending the FRS Investment Plan and FRS Pension Plan
rates and do not include a 0.05% contribution for the FRS Investment Plan administration and educational program fee. The
FRS Pension Plan rates for 2009-10 used in the statutory rates are offset (reduced) using surplus actuarial assets.

FRS Participating Employers:

State Agencies
County Agencies
District School Boards
Community Colleges
Cities

Special Districts
Hospitals

Other

Total Participating Employers

* These totals include the 26 cities, 5 independent hospitals, and 12 independent special districts that are closed to
new FRS members as of January 1, 1996.

FRS Membership:

Regular Special  Special Risk
Member Types Class SMSC Risk  _Admin Supp _EOC Total

Active:

Non-vested 153,183 1430 22,964 1 403 177,981

Vested 417,015 6318 52,102 70 1881 477,386
DROP Participants 29,678 575 3,053 6 265 33,577
Current Retirees

and Beneficiaries 273,766 2267 25295 165 2,059 303,552
Vested Terminated 82,209 934 5,263 17 333 88,756

Total Members 955,851 11,524 108,677 259 4941 1,081,252

The above counts for “Current Retirees and Beneficiaries” do not reflect the FRS Investment Plan members who retired.
Additional information about the FRS Pension Plan can be obtained from the Research and Education Section, Division of

Retirement by mail at P.O. Box 9000, Tallahassee, Florida 32315-9000; by telephone toll free at (877) 377-1737 or
(850) 488-5706; by email at rep@dms.myflorida.com; or at the Division’s website (http:/frs.myflorida.com).
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FRS Participation by the State of Florida

The State of Florida contributes to the FRS as a participating employer. State participation for the following disclosure
includes the employees of state agencies and the State University System that elect to participate in the FRS. The state
contributes to both the defined benefit and defined contribution plans within the FRS. For the fiscal year ended June 30, 2010,
the state’s total covered payroll for its 140,198 active members and 8,672 DROP participants is $5,816,142,537 with
contributions totaling $686,993,414, or 11.81% of payroll. Contributions for the fiscal years ending June 30, 2008, and June
30, 2009, were $672,250,883 and $678,565,996, respectively. These amounts were equal to the required contributions for each
year. Covered payroll refers to FRS-eligible compensation paid by the state to active FRS-participating employees on which
contributions are owed. The state’s contributions represented 21.87% of the total contributions required of all participating
employers.

Employee eligibility, benefits, and contributions by class are as previously described. Employees not filling regular established
positions and working under the other personal services (OPS) status are not covered by the FRS.

2. Retiree Health Insurance Subsidy Program

The Retiree Health Insurance Subsidy (HIS) Program is a cost-sharing multiple-employer defined benefit pension plan
established under Section 112.363, F.S. The benefit is a monthly payment to assist retirees of state-administered retirement
systems in paying their health insurance costs and is administered by the Division of Retirement within the Department of
Management Services. For the fiscal year ended June 30, 2010, eligible retirees and beneficiaries received a monthly HIS
payment equal to the number of years of creditable service completed at the time of reti iplied by $5. The p

are at least $30 but not more than $150 per month, pursuant to Section 112.363, F.S. To be eligible to receive a HIS benefit, a
retiree under a state-administered retirement system must provide proof of health insurance coverage, which can include
Medicare.

The HIS Program is funded by required contributions from FRS as set by the L Employer
contributions are a percentage of gross compensation for all active FRS employees. For the fiscal year ended June 30, 2010,
the contribution rate was 1.11% of payroll pursuant to Section 112.363, F.S. The state contributed 100% of its statutorily
required contributions for the current and preceding two years. HIS contributions are deposited in a separate trust fund from
which HIS payments are authorized. HIS benefits are not guaranteed and are subject to annual legislative appropriation. In the
event the legislative appropriation or available funds fail to provide full subsidy benefits to all participants, the legislature may
reduce or cancel HIS payments.

The Other Required Supplementary Information section of this report includes actuarial and other information regarding this
HIS Program. The HIS Program disclosures are also included in the FRS Annual Report prepared by the Division of
Retirement. For a copy of that report or other information regarding this benefit, please contact the Division of Retirement by
mail at P.O. Box 9000, Tallahassee, Florida 32315-9000; by telephone toll free at (877) 377-1737 or (850) 488-5706; or by
email at rep@dms.myflorida.com. The table below provides additional information for the HIS as of June 30 (in thousands
where amounts are dollars):

2008 2009 2010
Recipients 244,390 256,452 269,999
Contributions $334,819 $341,569 $332,023
Benefits paid $305,682 $321,742 $338,892
Trust Fund net assets $275,139 $294,547 $291,459
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3. Funded Status for Defined Benefit Pension Plans

The following table provides funding information for the most recent actuarial valuation dates (amounts expressed in
thousands):

Actuarial Actuarial Accrued  Unfunded Annualized UAALasa
Actuarial Value of Liability (AAL) AAL Funded Covered Percentage of
Pension Valuation Assets Entry Age (UAAL) Ratio Payroll Covered Payroll
Plan Date (4) (B) (B-4) (4/B) © ((B-4)/C)
FRS  July1,2009 $ 118,764,692 $ 136375597 § 17610905  87.09% 26,573,196 " 66.27%

HIS July 1,2008  § 275,139 § 5,109,683 S 4,834,544 538% 30,665,477 15.77%

Additional information as of the latest actuarial valuation follows:

FRS HIS
Valuation date July 1,2009 July 1, 2008
Actuarial cost method Entry Age Normal Entry Age Normal
Amortization method Level Percentage of Level Percentage of
Pay, Open Pay, Open
Equivalent single amortization period 30 Years,” Open 30 Years,” Open
Asset valuation method 5-Year Smoothed Method Market Value
Actuarial assumptions:
Investment rate of return 7.75% 7.75% 9
Projected salary increases 5.85% 49 6.25% 49
Cost-of-living adjustments 3.00% 0.00%

" Includes Deferred Retirement Option Program (DROP) payroll.

@ Tncludes Deferred Retirement Option Program (DROP) and Public Employee Optional Retirement Program (PEORP)
payroll.

@ Used for GASB Statement No. 27 reporting purposes.

“ Includes inflation at 3.00%.

© Tncludes individual salary growth of 4.00% plus an age- and service-graded merit scale defined by gender
and employment class.

The FRS schedule of funding progress, presented as required supplementary information (RSI) following the notes to the
financial statements, presents multiyear trend information about whether the actuarial values of plan assets are increasing or
decreasing over time relative to actuarial accrued liability for benefits. The Retiree HIS schedule of funding progress presents
information about the actuarial value of plan assets relative to the actuarial accrued liability for benefits as of July 1, 2008, the
most recent actuarial valuation available.
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4. Other Defined Contribution Programs (Optional Retirement Programs)
State University System Optional Retirement Program (SUSORP)

Section 121.35, F.S., created the SUSORP for eligible State University System faculty, administrators, and administrative and
professional staff. This program is designed to aid universities in recruiting employees who may not remain in the FRS long
enough to vest. The SUSORP is a defined contribution plan that provides full and immediate vesting of all contributions paid
on behalf of the ici| to the icij provider ies to invest as directed by the participant to provide
retirement and death benefits. Employees in eligible positions are compulsory participants in the SUSORP unless they elect
FRS membership. Faculty in a college of medicine with a faculty practice plan are mandatory SUSORP participants and cannot
elect FRS membership.

The employing universities were statutorily required to contribute 10.43% of the participants’ gross monthly compensation
from July 2009 through June 2010. When applicable, a portion of the total contribution is transferred to the FRS Trust Fund to
help amortize any unfunded actuarial liability (UAL). There was no UAL payment required for fiscal year 2009-10. In
accordance with Chapter 60U-2, Florida Administrative Code, 0.01% of the employer contribution rate was used for the
administration of the SUSORP program and 10.42% was distributed to the provider companies designated by the participant.
A participant may contribute by salary reduction an amount not to exceed the percentage contributed by the university.
‘Additional information pertaining to the SUSORP is as follows:

Members 16,322

Payroll $ 1,311,788,724

Contributions:

Employee $ 63,097,250 4.81% of payroll

Employer $ 139,387,909 10.63% of payroll

Senior Management Service Optional Annuity Program (SMSOAP)

Section 121.055, F.S., created the SMSOAP as an optional retirement program for state members of the Senior Management
Service Class. The SMSOAP is a defined contribution plan that provides full and immediate vesting of all contributions paid
on behalf of the participants to the participating provider companies to invest as directed to provide retirement and death
benefits. Employees in eligible state positions may make an irrevocable election to participate in the SMSOAP in lieu of the
Senior Management Service Class. Employers were required to contribute 12.49% of covered payroll from July 2009 through
June 2010. When applicable, a portion of the total contribution is transferred to the FRS Trust Fund to help amortize the
unfunded actuarial liability (UAL). There was no UAL payment required for fiscal year 2009-10. The employers’
contributions were paid to the provider i i by the ici A ici may contribute by salary
reduction an amount not to exceed the percentage contributed by the employer. Additional information pertaining to the
SMSOAP is as follows:

Members 43
Payroll S 4230968

Contributions:

Employee s 7,077 0.17% of payroll
Employer s 558,682 13.20% of payroll

B. Other Postemployment Benefits (OPEB)
The following is based on the actuarial valuation as of July 1, 2009 of the State Employees’ Health Insurance Program.

Plan Description

The state implicitly subsidizes the healthcare premium rates paid by retirees by allowing them to participate in the same group
health plan offered to active employees. Although retirees pay 100% of the premium amount, the premium cost to the retiree is
implicitly subsidized due to increasing health care costs with age and the ingling of the claims experience in a single risk
pool with a single premium determination for active employees and retirees under age 65. Section 110.123, F.S., authorizes
the offering of health insurance benefits to retired state and university employees. Section 112.0801, F.S., requires all public
employers that offer benefits through a group insurance plan to allow their retirees to continue participation in the plan. The
law also requires the claims experience of the retirees under 65 group to be combined with the claims experience of active
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employees for premium determination and the premium offered to retired employees to be no more than the premium
applicable to active employees. Retirces under age 65 pay the same premium amounts as applicable to active employees.
Retirees over age 65 are included in the overall risk pool but pay a lesser premium amount than is applicable to active
employees because the plan is secondary payer to Medicare Parts A and B. The State Employees’ Group Health Insurance
Program (Program) operates as a cost-sharing multiple-employer defined benefit health plan; however, current administration
of the Program is not through a formal trust and therefore discl i are those applicable to an agency multiple-
employer plan. The Division of State Group Insurance within the D of Services is designated by
Section 110.123, F.S., to be responsible for all aspects of the purchase of healthcare for state and university employees and
retirees under the Program.

There are eighteen participating employers including the primary government of the state, the eleven state universities, and
other governmental entities. There was an average enrollment of 177,197 contracts including 35,588 retirees and 141,609
employees and COBRA participants for fiscal year 2009-10. Employees must make an election to participate in the plan
within 31 days of the effective date of their retirement to be eligible to continue in the plan as a retiree. Four types of health
plans are offered to cligible participants: a standard statewide Preferred Provider Organization (PPO) Plan, a Health Investor
PPO Plan, a standard Health Maintenance Organization (HMO) Plan, and a Health Investor HMO Plan. HMO coverage is
available only to those retirees who live or work in the HMO’s service area. The four PPO and HMO options are considered
managed-care plans and have specific provider networks.

The asset and liability balances relating to retiree participation in the state group health insurance program are reported in an
Agency Fund on the accrual basis of accounting. Premium payments from retirees are recognized as revenue in the period in
which the payments are due. Costs for providing benefits, which include premiums and direct healthcare services, are
recognized as an expense when incurred.

Funding Policy

Benefit provisions are described by Section 110.123, F.S., and along with contributions, can be amended by the Florida
Legislature. The state has not advance-funded OPEB costs or the net OPEB obligation. The Self-Insurance Estimating
Conference develops official information for determining the budget levels needed for the state’s planning and budgeting
process. The Governor’s recommended budget and the General Appropriations Act provide for a premium level necessary for
funding the program each year on a pay-as-you-go basis. Monthly premiums, through May 2010 coverage, for active
employees and retirees under the age of 65 for the standard plan were $498.68 and $1,127.74 for single and family contracts,
respectively. Retirees over the age of 65 pay premiums for a Medicare Monthly premiums, through May 2010
coverage, for the standard Preferred Provider Organization Plan were $264.78 for a single contract, $529.56 for two Medicare
cligible members, and $763.46 when only one member is Medicare eligible.

Actuarially-Determined Annual OPEB Cost and Net OPEB Obligation as of June 30, 2010 (dollars in thousands):

Annual required contribution (ARC) $254,754
Interest on the net OPEB obligation 5,856
Adjustments to the ARC 4.879
Annual OPEB Cost 255,731
Employer contribution (82,375
Increase/Decrease in net OPEB obligation 173,356
Net OPEB obligation - July 1, 2009 146,394
Net OPEB obligation - June 30, 2010 $319,750
Percent of annual OPEB cost contributed 3221%
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Funded Status

The funded status of the plan as of June 30, 2010, was as follows (dollars in thousands):

Actuarial valuation date July 1, 2009
Actuarial accrued liability (AAL)* N 3,742,846
Actuarial value of plan assets -
Unfunded actuarial accrued liability (UAAL) 846
Actuarial value of assets as a percentage of the AAL 0.00%
Covered payroll S 463939
UAAL as a percentage of covered payroll 80.68%

*Forecasted for June 30, 2010 from the July 1, 2009 valuation

Actuarial Methods and Assumptions

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events far into
the future, and actuarially determined amounts are subject to continual revision as actual results are compared to past
expectations and new estimates are made about the future. The schedule of funding progress, immediately following the notes
to the financial statements, presents information about the actuarial value of plan assets relative to the actuarial accrued liability
for benefits.

Calculations are based on the types of benefits provided under the terms of the substantive plan at the time of each valuation
and on the patter of sharing costs between the employer and plan members to that point. The projection of benefits for
financial reporting purposes does not explicitly incorporate the potential effects of legal or contractual funding limitations on
the pattern of cost sharing between the employer and plan members in the future. Actuarial calculations reflect a long-term
perspective. Consistent with that perspective, actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets.

The entry age actuarial cost method was used for the actuarial valuation as of July 1, 2009. This method allocates the value of
a member’s benefit as a level percentage of pay between entry age and retirement age. Allocating costs as a level percentage of
pay, even though the benefits are not pay-related, helps with budgeting for these employee benefits costs as a percentage of
payroll. Actuarial assumptions included a 3% inflation rate, a 4% return on invested assets, and a 4% payroll growth rate. An
initial healthcare cost trend rate for the Preferred Provider Organization (PPO) Plans and the Health Maintenance Organization
(HMO) Plans of 10.32% and 10.0%, respectively, grading to 5.10% over the course of 70 years. The unfunded actuarial
accrued liability is being amortized as a level percentage of pay - on an open basis, over a 30 year period.

112

2010 STATE OF FLORIDA CAFR

NOTE 7 - COMMITM!

S AND OPERATING LEASES
A. Construction Commitments

Road and bridge construction projects, supervised by the Department of Transportation, are included in the Department of
Transportation work program, which is updated during each budget cycle. As of June 30, 2010, the Department had available
approximately $5.7 billion in budget authority committed on executed contracts arising from both current and prior year
projects. Other major construction commitments of the State of Florida at June 30, 2010, totaled $780 million. Additional
disclosures on construction in progress are included in the capital assets note (Note 5). Construction commitments for
component units totaled $9.5 billion.

B. Florida Ports Financing Commission Revenue Bonds

The state has enacted legislation obligating it to remit annually $25 million to a designated trustee for the purpose of repaying
the debt on certain Florida Ports Financing Commission revenue bonds. The Florida Ports Financing Commission is not part of
the state’s reporting entity. These revenue bonds do not create or constitute a legal obligation or debt of the state. Funding for
the annual remittance comes from the State of Florida, Department of Transportation’s portion of motor vehicle registration
fees, which was $455,481,483 for the fiscal year ended June 30, 2010. Florida Ports Financing Commission revenue bonds
outstanding as of June 30, 2010, amounted to $282,685,000 including Series 1996 bonds payable of $161,380,000 and Series
1999 bonds payable of $121,305,000.

C. Operating Leases

Operating leases are not recorded on the balance sheets or statements of net assets; however, operating lease payments are
recorded as expenditures/expenses when incurred. Total operating lease payments for the state’s governmental activities,
business-type activities, and component units were $150 million, $11.6 million, and $65.5 million, respectively, for the year
ended June 30, 2010. The following is a schedule of future non-cancelable operating lease payments for the primary
government and component units at June 30, 2010 (in thousands):

Primary Government

YearEnding  Governmental  Business-type  Component
June 30 Activities Activities Units
2011 S 139370 § 9947 $ 56945
2012 136,914 9.160 35,686
2013 127,474 8,158 29,021
2014 115,564 7396 17.873
2015 107,760 7.031 13,403
2016-2020 261,901 28419 35,659
2021-2025 19,019 11,691 18,127
20262030 3.270 11,691 10,957
2031-2035 897 11,691 3,007
2036-2040 928 11,691 1,757
2041-2045 1,427
2046-2050 1,427
2051-2055 827
2056-2060 85
Total S 913,097 116875 _§ 226,201
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NOTE 8 - BONDS PAYABLE AND CERTIFICATES OF PARTICIPATION
A. Bonds Payable
1. Outstanding Bonds

Bonds payable at June 30, 2010, are as follows (in thousands):

Original Amount Interest Annual
Bond Type Amount Outstanding Rates Maturity To
Governmental Activities:
Road and Bridge Bonds N 2,185775 § 1,909,440  3.000%-6.375% 2039
SBE Capital Outlay Bonds 852,625 642,660  3.000%-5.375% 2029
Lottery Education Bonds 3,561,165 2,940,420 2.000%-6.584% 2029
Public Education Bonds 14,139,752 11,230,384 2.000%-9.125% 2039
State University System Bonds 325,625 234,435 2033
University Auxiliary Bonds 869,037 682,382 2039
Inland Protection Bonds 96,730 95,185 2024
Conservation and Recreation Lands Bonds 32,670 5,670 5.375%-5.375% 2012
Save Our Coast Bonds 74,575 10,770 3.250%-5.000% 2012
Preservation 2000 Bonds 587,855 197,875 4.000%-6.000% 2013
Florida Forever Bonds 2,751,505 2,153,210 2.000%-7.045% 2029
Water Pollution Control Bonds 389,775 323,565 2029
Florida Facilities Pool Bonds 493,755 394,000 2039
State Infrastructure Bank Bonds 123,615 100,040 2027
Everglades Restoration Bonds 242,105 224,295 2029
26,726,564 21,144,331
Unamortized premiums (discounts) on bonds payable 557,278
Less amount deferred on refunding (151,060)
Total Bonds Payable $ 21,550,549
Business-type Activities:
Toll Facilities Bonds N 3,521,135 § 2,949,750 2.000%-6.800% 2040
Florida Hurricane Catastrophe Fund Bonds 6,150,945 5,649,860 1.130%-5.250% 2017
9,672,080 8,599,610
Unamortized premiums (discounts) on bonds payable 126,729
Less amount deferred on refunding 41,101

Total Bonds Payable

$ 8,685,238
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2. Types of Bonds
Road and Bridge (serial and term) Bonds are secured by a pledge of a portion of the state-assessed motor fuel tax revenues,
discretionary sales tax levied by the City of Jacksonville, and by a pledge of the full faith and credit of the state.

State Board of Education (SBE) Capital Outlay Bonds are issued to finance capital outlay projects of school districts and
community colleges. The bonds mature serially and are secured by a pledge of a portion of the state-assessed motor vehicle
license tax and by a pledge of the full faith and credit of the state.

Lottery Education Bonds are issued to finance all or a portion of the costs of various local school district educational facilities.
The bonds mature serially and are secured by a pledge of a portion of the lottery revenues transferred to the Educational
Enhancement Trust Fund.

Public Education Bonds arc issucd to finance capital outlay projects of local school districts, community colleges, vocational
technical schools, and state universities. The bonds, serial and term, are secured by a pledge of the state's gross receipts tax
revenues and by a pledge of the full faith and credit of the state.

State University System Bonds are issued to construct university student life facilities. The bonds mature serially and are
secured by a system pledge of Capital Improvement Fee and net Student Building Fee revenues.

University Auxiliary Bonds arc issued to construct university facilities, including parking and housing. The bonds mature
serially and are sccured by university pledges of certain housing system revenues, parking system revenues, and student fee
assessments.

Conservation and Recreation Lands Bonds are issued to acquire lands, water areas, and related resources. The bonds mature
serially and are primarily secured by a pledge of the documentary stamp tax and a portion of the phosphate severance tax.

Save Our Coast Bonds are used to finance the purchase of environmentally significant coastal property. The bonds mature
serially and are secured by a pledge of State Land isition Trust Fund collections (primarily di 'y stamp taxes).

Preservation 2000 Bonds arc issued to pay the cost of acquiring lands and related resources in furtherance of outdoor recreation
and natural resources conservation. The bonds mature serially and are secured by a pledge of a portion of the documentary stamp
tax.

Florida Forever Bonds are issued to finance the cost of acquisition and improvements of lands, water areas, and related property
interests and resources in the State of Florida for the purposes of restoration, conservation, recreation, water resource
development, or historical preservation. The bonds mature serially and are secured by a pledge of a portion of the documentary
stamp tax.

‘Water Pollution Control Bonds are issued by the Water Pollution Control Financing Corporation (a blended component unit) to
fund loans to local governments to finance or refinance the cost of wastewater treatment and storm water management projects.
The bonds mature serially and are secured by a pledge of the loan payments from local governments.

Inland Protection Bonds are issued by the Inland Protection Financing Corporation (a blended component unit) for the purpose
of financing the ilitation of i sites. The bonds mature serially and are secured by a pledge of moneys
derived from a wholesale excise tax primarily on petroleum products.

State Infrastructure Bank Bonds arc issued primarily to finance loans made for the purpose of financing qualified
transportation projects. The bonds mature serially and are secured by a pledge of repayments on pledged loans and moneys and
investments held in reserve accounts.

Florida Facilities Pool Bonds are issued to provide funds for the acquisition and construction of facilities to be leased to state

agencies. The bonds, serial and term, are secured by a pledge of the revenues derived from the leasing and operations of these
facilities.
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Everglades Restoration Bonds are revenue bonds issued to finance or refinance the costs of acquisition and improvement of
lands, water areas, and related property interests and resources for the purpose of implementing the Comprehensive Everglades
Restoration Plan. The bonds mature serially and are secured by a pledge of a portion of the documentary stamp tax.

Toll Facilities Bonds are issued to provide construction funds for roads and bridges. Toll bonds, serial and term, are secured by a
pledge of toll facility revenues.

Florida Hurricane Catastrophe Fund Bonds are issued by the Florida Hurricane Catastrophe Fund Finance Corporation to
make payments to participating insurers for losses resulting from 2005 covered events (hurricanes). The bonds mature serially
and are secured by emergency and rei premi Pre-event notes are also issued to provide a source of
funds to reimburse participating insurers for losses relating to future covered events and are secured by reimbursement premiums.
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3. Pledged Revenues (in thousands):

Less Net Available

Operating for Debt Debt Service Coverage  Final Remaining Revenue
Bond Type Revenue’ Expenses Service Principal Interest’ Ratio  Maturity _ Debt Service Ratio

Florida Tumpike (Toll Facility) $ 611596 § 172422 § 439174 § 91405 § 132816 1.96 203912040 § 4845440 71.81%
Save Our Coast' 85,749 . 85,749 9430 97 826 20112012 1380 872%
Florida Fomwn'l’l()oﬂ"ﬁverglude;’ 622,282 - 622,282 275925 127,008 1.54 20282029 3,501,387 63.31%
Conservation and Recreation Land"* 44599 . 44,599 2,580 443 1475 201112012 6,132 3.12%
Lottery Education" 1,247,150 - 1,247,150 156,660 145,787 4.12 20282029 4.154927  Not Available
Alligator Alley (Toll Facility) 19948 6360 13588 1460 1,988 39420262027 SBET 68.12%
State Infrastructure Bank 48924 48,924 7075 5,296 3.95 2026/2027 129317 Not Available
Florida Hurricane Catastrophe 1,798,380 15,467 1,782,913 256,655 115,739 479 20152016 6,113,679 99.14%

" Operating Expenses are not lsted for the Lottery Program and the Environmental Programs .. Save Our Coast, Forida Forever/Preservation 2000 and Conservtion
Re for debt service, or, n the case of the Lottery, include expenses
unrelated to the operation of the program, such as payment of lottery prizes. Instead, for these p the t available to pay debt service
2 Phosphate Severance Tax and Documentary Stamp Tax Revenue pledged to the bonds are combined in caleulating revenue. The Phosphate Severence Tax is a fixed amount of
$10,000,000 per year. Revenues are reduced by amounts transferred to State Game Trust Fund pursuant to Section 201.15.(5), Florida Statutes.
* Source Department of Lottery, Audited Financial Statements.
* Refer to Note 8A.2. for information on the sources of pledged revenues.
Debt is shown net of y payments received from the for Build America Bonds.

fon Land Programs. For cither

4. State Debt Limitations

Section 215.98, F S., ishes the ratio of tax-supy debt service to tax-supported revenues as the benchmark debt ratio for
purposes of setting the state’s legal debt margin. Under the policy, if the ratio exceeds 6%, additional tax-supported debt may be
authorized only if the legislature determines the additional debt is in the best interest of the state. If the ratio exceeds 7%,
additional tax-supported debt may be authorized only if the legislature determines it is necessary to address a critical state
emergency. During fiscal years 2008-09 and 2009-10, the ratio exceeded 7%, primarily because of the reductions in tax revenues.
Section 57, Chapter 2009-82, Laws of Florida, provided the legislature’s determination that the authorization and issuance of debt
for the 2009-10 fiscal year was in the best interest of the state and necessary to address a critical state emergency.
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5. Debt Service Requirements
‘Annual debt service requirements to amortize bonds at June 30, 2010, are as follows (in thousands):

Primary Government
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Year Ending G Activities Business-type Activities
June 30 Principal Interest Total Principal Interest Total
2011 $ 1,114,590 $ 1036120 $ 2,150,710 $ 370010 § 271,853 $ 641863
2012 1,173,897 983,321 2,157218 387.710 266.898 654,608
2013 1,228,592 925,096 2,153,688 3,906,900 218,734 4,125,634
2014 986,974 863,397 1,850,371 415,455 186,911 602,366
2015 1,006,579 814,607 1,821,186 443,985 166,356 610,341
2016-2020 5,306,529 3,308,714 8,615,243 1,348,510 565,948 1,914,458
2021-2025 5,036,191 2,023,420 7,059,611 631,170 370,395 1,001,565
2026-2030 2,880,709 997,858 3,878,567 484,270 228,492 712,762
2031-2035 1,777,840 409,465 2,187,305 415,535 116,589 532,124
2036-2040 632,430 65,736 698,166 196,065 25,970 222,035
Bonds Payable and Interest 21,144,331 11,427,734 32,572,065 8,599,610 2,418,146 11,017,756
Unamortized premiums (discounts) 557,278 557,278 126,729 126,729
Less amount deferred or refunded (151,060) . (151,060) (41,101) (41,101)
Total bonds payable and interest $ 21.550.549 $ 11427734 $32978283 § 8685238 §2418.146 $ 11.103.384
Year Ending Component Units
June 30 Principal Interest Total

2011 $ 1045691 § 359941 S 1405632

2012 469,288 320,555 789,843

2013 356,009 302,056 658,065

2014 250,367 288,559 538,926

2015 417,577 272,712 690,289

2016-2020 1,871,975 1,163,887 3,035,862

2021-2025 717,892 751,443 1,469,335

2026-2030 899.395 562,209 1,461,604

2031-2035 1,242,658 315,688 1,558,346

2036-2040 770,680 103,309 873,989

2041-2045 233,140 25,524 258,664

2046-2050 69,181 1,486 70,667

Bonds payable and interest 8,343,853 4,467,369 12,811,222

Unamortized premiums (discounts) (50.814) (50,814)

Less amount deferred or refunded (1.269) (1,269)

Total bonds payable and interest $ 8291770 S 4467369 12,759,139

Annual debt service requirements for university capital improvement debt payable at June 30, 2010, are as follows (in thousands):

Year Ending Universities
June 30 Principal Interest Total
2011 $ 30,639 § 27,504 58,143
2012 32,300 27,106 59,406
2013 33,932 25951 59,883
2014 35,380 24,717 60,097
2015 35,396 23,388 58,784
2016-2020 175,582 95,768 271,350
2021-2025 159,717 60,210 219,927
2026-2030 115,710 30,149 145,859
2031-2035 50,973 9,844 60,817
2036-2040 8,482 1,281 9,763

Total capital improvement debt payable and interest ~_$ 678,111 8 325918 _$ 1,004,029
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6. Advance Refundings and Current Refundings

During the fiscal year ended June 30, 2010, the state took advantage of favorable conditions and issued bonds for the purpose of
refunding previously issued bonds. The refundings of these bond series were made in order to obtain lower interest rates and the
resulting savings in debt service payments over the life of the bonds. The economic gains obtained by these refundings are the
differences between the present value of old debt service and new debt service requirements.

The proceeds of the current refundings are used to call the refunded bonds within 90 days of issuance of the refunding bonds.
The proceeds of the advance di are deposited into i ble trusts and, if a legal defeasance invested in direct
obligations of the Federal and/or obligati d by the Federal . The funds deposited along with
the interest to be earned will be sufficient to meet the future principal and interest paymenls on the refunded bonds as they
become due.

Bonds legally defeased through the ion of refunding tr: ions are not included in Florida’s outstanding debt.
Irrevocable escrow accounts held by the State Board of Administration to service the refunded bonds are reported as agency
funds. The following refundings occurred during the fiscal year.

Current Refundings
Governmental Activities

State of Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 2009 Series
A in the amount of $146,790,000 along with additional funds of $1,937,867 were used to refund $161,340,000 of the State of
Florida, Full Faith and Credit, State Board of Education Public Education, Capital Outlay Refunding Bonds, 1998 Series C
maturing in the years 2010 through 2022. The refunding resulted in debt savings of $18,794,601, an economic gain of
$15,251,679, and no deferred loss on refunding.

State of Florida, Full Faith and Credit, State Board of Education, Capital Outlay Bonds, 2009 Series A in the amount of
$52,915,000 were used in part to refund $42,050,000 of the State of Florida, Full Faith and Credit, State Board of Education,
Capital Outlay Bonds, 1999 Series A maturing in the years 2010 through 2019. The refunding resulted in debt savings of
$3,597,256, an economic gain of $3,123,943, and a deferred loss on refunding of $420,527.

State of Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 2009 Series
B in the amount of $165,760,000 along with additional funds of $2,889,193 were used to refund $183,305,000 of the State of
Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 1998 Series D
maturing in the years 2010 through 2024. The refunding resulted in debt savings of $18,173,445, an economic gain of
$13,994,886, and no deferred loss on refunding.

State of Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 2009 Series
C in the amount of $156,380,000 along with additional funds of $2,737,907 were used to refund $172,245,000 of the State of
Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 1999 Series A
maturing in the years 2010 through 2023. The refunding resulted in debt savings of $17,728,974, an economic gain of
$14,091.,475, and a deferred loss on refunding of $1,722,494.

State of Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 2009 Series
D in the amount of $300,775,000 along with additional funds of $6,109,875 were used to refund $105,080,000 of the State of
Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Bonds, 1996 Series B maturing in the
years 2010 through 2023, $119,835,000 of the State of Florida, Full Faith and Credit, State Board of Education, Public Education
Capital Outlay Bonds, 1997 Series B maturing in the years 2010 through 2023, and $115,560,000 of the State of Florida, Full
Faith and Credit, State Board of Education, Public Education Capital Outlay Refunding Bonds, 1999 Series B maturing in the
years 2010 through 2024. The refunding resulted in debt savings of $44,152,178, an economic gain of $34,944,421, and a
deferred loss on refunding of $1,155,689.

State of Florida, Full Faith and Credit, Department of Transportation, Right-of-Way Acquisition and Bridge Construction
Refunding Bonds, Series 2009B in the amount of $206,695,000 along with additional funds of $8,360,062 were used to refund
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$227,420,000 of the State of Florida, Full Faith and Credit, Department of Transportation, Right-of-Way Acquisition and Bridge
Construction Bonds, Series 1999A maturing in the years 2010 through 2028. The refunding resulted in debt savings of
$23,366,745, an economic gain of $16,519,639, and a deferred loss on refunding of $2,274,318.

State of Florida, D of Envi P ion, Florida Forever Revenue Bonds, consisting of, in part, Series 2010C
Tax-Exempt Refunding Bonds in the amount of $87,910,000 along with additional funds of $16,408,333 were used to refund
$100,000,000 of the State of Florida, Department of Environmental Protection, Preservation 2000 Revenue Bonds, Series 1998B
maturing in the years 2010 through 2013. The refunding resulted in debt savings of $6,966,550, an economic gain of $6,594,182,
and no deferred loss on refunding.

State of Florida, Full Faith and Credit, State Board of Education, Public Education Capital Outlay Bonds, 2008 Series C in the
amount of $252,080,000 along with additional funds of $4,711,102 were used in part, to refund $246,040,000 of the State of
Florida, Full Faith and Credit, State Board of ion Public i Capital Outlay R ding Bonds, 1999 Series D
maturing in the years 2011 through 2022. The refunding resulted in debt savings of $56,013,743, an economic gain of
$44,503,068, and a deferred loss on refunding of $2,460,400.

State of Florida, Department of Environmental Protection, Florida Forever Revenue Refunding Bonds, Series 2010D in the
amount of $227,160,000 along with additional funds of $4,263,929 were used to refund $75,795,000 of the State of Florida,
Department of Environmental Protection, Preservation 2000 Rcvcnuc Bonds Scncs 1997A maturing in the years 2011 through
2013, $79,660,000 of the State of Florida, D of Ex Preservation 2000 Revenue Bonds, Series
1999A maturing in the years 2011 through 2013, and 586 860,000 of the State of Florida, Department of Environmental
Protection, Preservation 2000 Revenue Bonds, Series 2000A maturing in the years 2011 through 2013. The refunding resulted in
debt savings of $19,855,930, an economic gain of $19,378,163, and a deferred loss on refunding of $868,533.

State of Florida, Board of Governors, Florida Agricultural and Mechanical University Dormitory Revenue Refunding Bonds,
Series 2010B in the amount of $12,960,000 were used to refund $4,845,000 of the State of Florida, Board of Regents, Florida
Agricultural and Mechanical University Student Apartment Facility Revenue Bonds, Series 1992 maturing in the years 2011
through 2023, and $8,020,000 of the State of Florida, Board of Regents, Florida Agricultural and Mechanical University, Student
Apartment Facility Revenue Bonds, Series 1996 maturing in the years 2011 through 2025. The refunding resulted in debt savings
0f $1,596,667, an economic gain of $1,060,377, and no loss on refunding.

Business-type Activities

State of Florida, Department of Transportation, Turnpike Revenue Bonds, Series 2010A in the amount of $211,255,000 were used
in part to refund $125,100,000 of the State of Florida, Department of Transportation, Turnpike Revenue Bonds, Series 1998A
maturing in the years 2011 through 2023, $58,670,000 of the State of Florida, Department of Transportation, Turnpike Revenue
Bonds, Series 1999A maturing in the years 2011 through 2024, and $43,295,000 of the State of Florida, Department of
Transportation, Turnpike Revenue Bonds, Series 2000B maturing in the years 2011 through 2030. The refunding resulted in debt
savings of $24,414,702, an economic gain of $18,729,425, and a deferred loss on refunding of $8,758,243.

Advance Refunding
Governmental Activities

State of Florida, State Board of Education, Lottery Revenue Bonds, consisting of, in part, Series 2010C Refunding Bonds in the
amount of $243,560,000 along with additional funds of $6,951,740 were used to refund $64,975,000 of the State of Florida, State
Board of Education, Lottery Revenue Bonds, Series 1998A maturing in the years 2010 through 2018, $103,870,000 of the State
of Florida, State Board of Education, Lottery Revenue Bonds, Series1998B maturing in the years 2011 through 2018, and to
advance refund $71,980,000 of the State of Florida, State Board of Education, Lottery Revenue Bonds, Series 2000A maturing in
the years 2011 through 2019. The refunding resulted in debt savings of $23,455,571, an economic gain of $20,610,944, and a
deferred loss on refunding of $719,790.
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7. Prior-year Defeased Bonds

In prior years, the state has deposited with escrow agents in irrevocable trusts amounts sufficient to meet the debt service
requirements of certain bonds. These defeased bonds are not reported as debt. I ible trusts established with the
State Board of Administration are reported in an agency fund. Debt considered defeased conslsls of the following (in thousands):

Principal at
6/30/2010
Governmental Activities
Road and Bridge Bonds $ 11,750
Public Education Capital Outlay Bonds 7515
Florida Facilities Pool Bonds 11,810
University Auxiliary Bonds 1,994
Total 3 33,069
Business-type Activities
Toll Facilities S 100,400

8. Arbitrage Regulations

The State of Florida complies with Federal arbitrage regulations.
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9. Direct Interest

The state's bonds are issued for the creation or continuing existence of various programs. Interest is reported in the following
governmental activities as direct expenses on the Statement of Activities (in thousands):

Governmental Activities Interest
Education:
SBE Capital Outlay Bonds S 28,287
Lottery Education Bonds 139,320
Public Education Bonds 520,151
State University System Bonds 12,107
University Auxiliary Bonds 30,704
Total Education 730,569

Natural Resources and Environment:

Inland Protection Bonds 1,947
Conservation and Recreation Lands Bonds 443
Everglades Restoration 5255
Water Pollution Control Bonds 13,302
Save Our Coast Bonds 915
Florida Forever Bonds 82,914
Preservation 2000 Bonds 34,122

Total Natural Resources and Environment 138,898

Transportation:

Road and Bridge Bonds (Right of Way) 85,769
State Infrastructure Bonds 4478

Total Transportation
Total Direct Interest

10. Governmental Activities — Unrestricted Net Asset Deficit

Governmental activities reflect a negative unrestricted net asset balance of $15.8 billion at June 30, 2010. This deficit is primarily
the result of education-related bonds in which the state is responsible for the debt while the state colleges, state universities, or
local school districts own the capital assets. Because the state does not own these capital assets, the bonded debt is not netted on
the line item “Invested in capital assets, net of related debt.” Instead, this bonded debt is netted with unrestricted net assets.
Education-related bonds include SBE Capital Outlay Bonds; PECO Bonds; State University System Improvement Bonds; and
Lottery Education Bonds; which have a total ending balance at June 30, 2010, of $15.3 billion. The state has an additional $2.0
billion in bonded debt in which the state does not own the related capital assets, including some Road and Bridge Bonds, and
Preservation 2000/Florida Forever Bonds. The resources related to the payment of this debt will be provided from future revenue
sources. If these bonds were removed, the adjusted unrestricted net assets for governmental activities would be $1.5 billion.
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B. Certificates of Participation

The state has issued certificates of participation (original amount of $945,800,000) to finance privately operated detention and
mental health facilities. The certificates of participation’s interest rates range from 1.250% - 6.825% and the last maturity is
during the fiscal year ending August I, 2030. The following is a schedule of future minimum principal and interest payments for
certificates of participation for governmental activities at June 30, 2010 (in thousands):

Year Ending
June 30 Principal Interest Total
2011 $ 38190 § 42,469 § 80,659
2012 39,575 41,034 80,609
2013 41,395 39,233 80,628
2014 43,450 37,162 80,612
2015 44,585 35,022 79,607
2016-2020 205,710 140,921 346,631
2021-2025 220,060 91,409 311,469
2026-2030 200,075 29.136 229.211
Total 833,040 456,386 1,289,426
Unamortized premiums (discounts) 11979 .. 11,979
Amount deferred upon refunding 500 500

Total certificates of participation payable ~_$ 845,519 $ 456,386 $ 1,301,905

Component units (universities and a water management district) have issued certificates of participation (original amount of
$1,219,570,000) primarily to finance academic and student facilities and construction projects for Everglades restoration. The
certificates of participation’s interest rates range from 2.550% to 6.000% and the last maturity is during the fiscal year ending July
1, 2037. The following is a schedule of future minimum principal and interest payments for certificates of participation for
component units at June 30, 2010 (in thousands):

Year Ending
June 30 Principal Interest Total
2011 S 2295 § 5305 $§ 75978
2012 23935 52,164 76,099
2013 24,860 51,141 76,001
2014 26,025 50,056 76,081
2015 27,175 48,941 76,116
2016-2020 158,900 224955 383,855
2021-2025 193,170 184,814 377,984
2026-2030 243,125 135,131 378,256
2031-2035 306,605 72,230 378,835
2036-2037 149.465 9.49% 158,961
Total 1,176,185 881,981 2,058,166
27911

Unamortized premiums (discounts) 27911

(Amount deferred upon refunding)

Total certificates of participation payable _$ 1204096 S 881981 § 2086077
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NOTE 9 - INSTALLMENT PURCHASES AND CAPITAL LEASES

A. Installment Purchases

The state has a number of installment purchase contracts providing for the acquisition of buildings, furniture, and equipment.
At June 30, 2010, installment purchase contracts for g activities and units were primarily for furniture
and equipment. The following is a schedule of future minimum installment purchase contract payments for the primary
government and component units at June 30, 2010 (in thousands):

Primary
Government
Year Ending Government Component
June 30 Activities Units
2011 $ 8,118 $ 3,808
2012 3.850 2,355
2013 2,306 686
2014 1.485 289
2015 1212 146
2016-2020 5210 235
2021-2025 1,670
Total 23,851 7,519
Less: Interest 3,100 298
Present value of future
minimum payments $ 20751 § 7221

B. Capital Leases

The state has a number of capital leases providing for the acquisition of land, buildings, and furniture and equipment. At June
30, 2010, 57% of the state’s capital leases for governmental activities were for buildings, and the remaining 43% for furniture
and equipment. Capital leases for component units consisted of 52% for buildings, 42% for furniture and equipment, and 6%
for land. The following is a schedule of future minimum capital lease payments for the primary government and component
units at June 30, 2010 (in thousands):

Primary
Government
Year Ending Governmental Component
June 30 Activities Units

2011 $ 9,678 $ 13362
2012 9,483 11,785
2013 9,160 8,288
2014 8,605 5412
2015 6,520 5,961
2016-2020 12,669 15,776
2021-2025 2,957 10,471
2026-2030 598 4918
Total 59,670 75973
Less: Interest 10,334 (16,940

Present value of future
minimum payments $ 49,336 $ 59,033
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NOTE 10 - CHANGES IN LONG-TERM LIABILITIES

Changes in long-term liabilities for governmental activities during the fiscal year ended June 30, 2010, are as follows (in
thousands):

Due Within
Balance Balance One Year
7/1/2009 Additions Deletions 6/30/2010 (Current)
‘Governmental Activities
Bonds payable:
Road and Bridge Bonds $ 1,792,920 § 406,695 $ 290,175 § 1,909,440 § 58,335
SBE Capital Outlay Bonds 694,515 52,915 104,770 642,660 65,560
Lottery Education Bonds 2,933,305 404,600 397,485 2,940,420 171,697
Public Education Bonds 10,929,265 1,782,729 1,481,610 11,230,384 400,894
State University System Bonds B 249,960 15,525 234,435 16,270
University Auxiliary Bonds 724,197 41,815 682,382 30,839
Inland Protection Bonds 96,730 1,545 95,185 5,080
Conservation and Recreation -
Lands Bonds 8,250 2,580 5,670 2,745
Save Our Coast Bonds 20,220 9,450 10,770 5,985
Preservation 2000 Bonds 672,105 . 474,230 197,875 62,225
Florida Forever Bonds 1,712,420 577,025 136,235 2,153.210 236,155
‘Water Pollution Control Bonds 341,310 o 17,745 323,565 21,285
State Infrastructure Bank Bonds 107,115 . 7,075 100,040 8,265
Everglades Restoration Bonds 188,455 43,615 7,775 224,295 9,705
Florida Facilities Pool Bonds 412,045 e 18,045 394,000 19,550
T9.811,925 1,338,466 3,006,060 21,144,331 T.114,590
Unamortized bond premiums
(discounts) 422,844 234,026 99,592 557,78
Amounts deferred on refunding (150.441) (14364) (13.745) (151,060) .
Total bonds payable 20,084,328 4,558,128 3,091,907 21,550,549 1,114,590
Certificates of participation payable 394,753 467,186 16,420 845,519 38,190
Deposits 691,556 545,853 580,220 657,189 493,642
Compensated absences 868,947 354,029 361,800 861,176 233,667
Claims payable 2,498,215 694,496 610,318 2,582,393 677,251
Installment purchases/capital leases 206,674 16,041 152,628 70,087 14,818
Due to other governments:
Federal arbitrage liability 141 66 e 207
Other liabilities 233,183 212,943 5,110 441,016

Total Governmental Activi

S 24,977,797 $ 6,848,742 S 4818403 $§ 27,008,136 S 2,572,158

Long-term liabilities for governmental activities are generally liquidated by the applicable governmental funds and/or internal
service funds. Specifically, the special revenue funds, capital projects funds, and/or internal service funds will liquidate the
certificates of participation payable, installment purchase contracts, and capital lease obligations. The applicable special
revenue funds and internal service funds will reduce deposits when such monies are earned. The governmental and internal
services funds that account for employees’ salaries and wages will liquidate the compensated absences liabilities. The General
Fund and the non-major special revenue fund will generally liquidate claims payable. The applicable special revenue funds
and internal service funds, as well as the debt service fund, will liquidate obligations to other governments. The nonmajor
special revenue funds will generally liquidate other liabilities. The other liabilities reported above include $303 million for
Other Postemployment Benefits (OPEB) related to all governmental funds. The state does not currently fund the OPEB
liability so it is non-liquidating. Refer to Note 6 for additional information on OPEB.
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Changes in long-term liabilities for b

as follows (in thousands):

Business-type Activities
Bonds payable:
Toll Facility Bonds
Florida Hurricane Catastrophe Fund
Bonds

Unamortized bond premiums
(discounts)
Amounts deferred on refunding

Total Bonds Payable
Accrued prize liability
Deposits
Compensated absences
Tuition and housing benefits payable
Advances from Federal Government
Other liabilities

Total Business-type Activities

Component Units

Bonds payable

Deposits

Compensated absences

Installment purchases/capital leases
Claims payable

Certificates of participation payable
Due to other governments/primary
Other liabilities

Total Component Units

type activities and

units during the fiscal year ended June 30, 2010, are

Due Within
Balance Balance One Year
7/1/2009 Additions Deletions 6/30/2010 (Current)
$ 2483900 $ 785,780 § 319930 § 2,949,750 § 100,525
5,230,595 675,920 256,655 5,649,860 269,485
7,714,495 1,461,700 576,585 8,599,610 370,010
71,620 75,950 20,841 126,729
(38,389) (8,758) (6,046) (41,101)

7,747,726 1,528,892 591,380 8,685,238 370,010
991.490 3,089,872 3.218,172 863,190 267,398
480,811 10,784 451,406 40,189 7,707

22,104 8,896 9,540 21,460 5,098
8,279,687 1,590,244 353,506 9,516,425 589,532
1,612,500 1,612,500

10,033 3.472 2,328 11,177
$§ 17,531,851 § 7,844,660 § 4,626,332 § 20,750,179 $ 1,239,745
$ 9462827 $ 2125396 § 3296453 $ 8291770 $ 1,045,691
18,732 3,636 6,375 15,993 15,638
616,617 91,340 69,123 638,834 64,919
144,656 11,976 90,378 66,254 14,587
130,190 34,905 31,329 133,766 21,091
1,249,155 2 45,061 1,204,096 22,925
3,664 738,117 41,805 699,976 30,639
986.672 649.813 262217 1,374,268 239,657

§ 12,612,513 § 3,655,185 $ 3,842,741 § 12,424,957

$ 1,455,147
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NOTE 11 - INTERFUND BALANCES AND TRANSFERS

At June 30, 2010, amounts to be received or paid with current available resources are reported as due from or due to other
funds, whereas the noncurrent portion is reported as advances to or advances from other funds. Interfund balances at June
30, 2010, consist of the following (in thousands):

Due from Other Funds (in thousands

Governmental Activities

Environment, Health and
General Recreation and Public Family
Due to Other Funds (in thousands) Fund Conservation Education Services Transportation
Governmental Activities
General Fund N e $ 5516 S 78 69.879 § 5,445
Environment, Recreation and Conservation 7,182 . . 947 10,974
Public Education 134
Health and Family Services 4381 § 8,177
Transportation 5,715 2,237 140
Nonmajor 59,278 8,855 5,149
Internal Service Funds 2,032 4 570
Business-type Activities
Transportation 144
Lottery 20
Hurricane Catastrophe Fund 6
Prepaid College Program
Unemployment Compensation 376 5
Nonmajor 4,156
Fiduciary Funds
Private-purpose Trust Funds 20 1442 7

Pension and Other Employee

Benefits Trust Funds 4
Agency Funds 38,221 1,718 3,399 6,463
Investment Trust Funds

Total $ 121,669 $ 16,617 _$ 65,500 S 80,162 § 123,079
(Continued Below)
Due from Other Funds (in thousands)
Governmental Activities
Internal
Service
Due to Other Funds (in thousands) Nonmajor Funds
Governmental Activities
General Fund $ 20,924 $ 6,892
Environment, Recreation and Conservation 642 158
Public Education 2,507 93
Health and Family Services 4,457 7,059
Transportation 20,287 2334
Nonmajor 13,859 24,958
Internal Service Funds 1 641
Business-type Activities
Transportation
Lottery 9
Hurricane Catastrophe Fund
Prepaid College Program
Unemployment Compensation 1,222
Nonmajor 1.871
Fiduciary Funds
Private-purpose Trust Funds 300 1
Pension and Other Employee

Benefits Trust Funds 29
Agency Funds 1,531
Investment Trust Funds

Total 67819 § 42,306
(Continued next page)
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Due from Other Funds (in thousands)
Business-type Activities

Unemployment

Due to Other Funds (in thousands) Transportation Compensation Nonmajor

Governmental Activities
General Fund $ e $ 1772 § 15
Environment, Recreation and Conservation 84 125
Public Education 17 5
Health and Family Services 864 30
Transportation 76
Nonmajor 498 11
Internal Service Funds 32

Business-type Activities
Transportation
Lottery
Hurricane Catastrophe Fund
Prepaid College Program
Unemployment Compensation
Nonmajor

Fiduciary Funds
Private-purpose Trust Funds
Pension and Other Employee

Benefits Trust Funds 4 4219
Agency Funds 1,490 35
Investment Trust Funds e 25
Total s 1,798 34548 4444
(Continued below)
Duc from Other Funds (in thousands)
Fiduciary Funds
Pension and Other
Private-purpose  Employee Benefits Agency
Due to Other Funds (in thousands) Trust Funds Trust Funds Funds Total
Governmental Activities
General Fund $ e $ 10 $ 25,108 § 135,568
Environment, Recreation and Conservation 20,112
Public Education 2,934
Health and Family Services 28 25,237
Transportation 8,855 39,868
Nonmajor 142,189
Internal Service Funds 1,704 22,662 27,867
Business-type Activities
Transportation 276 65,644
Lottery 59,380
Hurricane Catastrophe Fund 106
Prepaid College Program
Unemployment Compensation 1576 3,179
Nonmajor - 6273
Fiduciary Funds
Private-purpose Trust Funds .. 1,770
Pension and Other Employee
Benefits Trust Funds 4,256
Agency Funds 52,857
Investment Trust Funds . 25
Total 3 178_s 1734 S 58505 5 587,265
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Advances to Other Funds (in thousands)
Business-type
Governmental Activities Activities
Health &
General Family

Advances from Other Funds (in thousands) Fund T i Services T

Governmental Activities
General Fund N . 8
Public Education
Nonmajor 625
Internal Service Funds 2,003

Business-type Act
Transportation 267422

Fiduciary Funds
Agency Funds

Total s 2,628 S 268322_S 172_% 500
(Continued below)

Advances to Other Funds

thousands;

Private-purpose
Advances from Other Funds (in thousands) Trust Funds Total

Governmental Activities

General Fund $ e S 600
Public Education 540,331 540,503
Nonmajor § 625

Internal Service Funds
Business-type Activities
Transportation e 267,422
Fiduciary Funds
Agency Funds
Total
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During the course of operations, there are numerous transactions between funds within the State. Interfund transfers during
the year are as follows (in thousands):

Transfers from Other Funds (in thousands)
Governmental Activitics

Environment, Health and
General Recreation and Public Family
Transfers to Other Funds (in thousands Fund Conservation Education Services Transportation
‘Governmental Activities
General Fund $ e § 629,378 § 664 $ 1,734,782 § 94,425
Environment, Recreation and Conservation 335,134 . 3,947 500
Public Education 983 . S 203
Health and Family Services 36,676 . 147 46,896
Transportation 225,784 27,289 1,286 -
Nonmajor 319,512 94,908 267,159 80,930 929.411
Internal Service Funds 7,029 504 . 26 473

Business-type Activities
Transportation
Lottery 331
Hurricane Catastrophe Fund ..
Prepaid College Program
Unemployment Compensation e
Nonmajor 71,570

S 19,429
1,246,794

Fiduciary Funds
Private-purpose Trust Funds 9 e 1,460 342
Pension and Other Employee
Benefits Trust Funds 2444
Investment Trust Funds e . .
Total S 10054725 752079 5 1516224 5 1826539 5 1091134

(Continued below)

Transfers from Other Funds (in thousands,

Governmental Activities

Internal
Service
Transfers to Other Funds (in thousands; Nonmajor Funds
‘Governmental Activities
General Fund $ 580,986 § 362
Environment, Recreation and Conservation 474,902
Public Education 1,485,648
Health and Family Services 437,078
Transportation 540,092 .
‘Nonmajor 444,741 7,338
Internal Service Funds 7,890

Business-type Activities
Transportation o
Lottery 175

Hurricane Catastrophe Fund 10,000
Prepaid College Program e
Unemployment Compensation 16,728 o
Nonmajor e ..
Fiduciary Funds
Private-purpose Trust Funds 2,069
Pension and Other Employee
Benefits Trust Funds 111 17,896
Investment Trust Funds
Total S 4012322 s 25,596
(Continued next page)
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Transfers from Other Funds (in thousands)
Business-type Activities

Unemployment

Transfers to Other Funds (in thousands) Transportation __Compensation Nonmajor
Governmental Activities
General Fund $ 1449 § 8359 S 1321
Environment, Recreation and Conservation 84 597 e
Public Education 119
Health and Family Services 3,612
Transportation 342
Nonmajor 2,539 2415 2,737
Internal Service Funds 182 1
Business-type Activities
Transportation
Lottery 32

Hurricane Catastrophe Fund
Prepaid College Program
Unemployment Compensation

Nonmajor
Fiduciary Funds
Private-purpose Trust Funds 9
Pension and Other Employee
Benefits Trust Funds S 15 13,886
Investment Trust Funds 5
Total S 12,120 S 15,& $ 21,423
(Continued below)
Transfers from Other Funds (in thousands
Fiduciary Funds
Pension and Other
Private-purpose  Employee Benefits. Investment
Transfers to Other Funds (in thousands; Trust Funds Trust Funds Trust Funds Total
Governmental Activities
General Fund $ e § N B $ 3,051,726
Environment, Recreation and Conservation . 815,164
Public Education 5,589 1,492,542
Health and Family Services 527,887
Transportation 802,841
Nonmajor 2,151,690
Internal Service Funds 17,505
Business-type Activities
Transportation 19,429
Lottery . . . 1,247,332
Hurricane Catastrophe Fund 10,000
Prepaid College Program 1,818 1,818
Unemployment Compensation . - 16,728
Nonmajor - - 94,745
Fiduciary Funds
Private-purpose Trust Funds 3,889
Pension and Other Employee
Benefits Trust Funds - 695,733 e 730,085
Investment Trust Funds 5 . 92,929 92,929
Total B 7.407_S 697,133_S 92,929 S 11,076,310
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NOTE 12 - RISK MANAGEMENT
A. State Risk Management Trust Fund

The State Risk Management Trust Fund provides property insurance coverage for state buildings and contents against loss
from fire, lightning, sinkholes, flood, and other hazards customarily insured by extended coverage and loss from the removal of
personal property from such properties when endangered by covered perils. The property insurance program self-insures the
first $2 million per occurrence for all perils except named windstorm and flood. The property insurance program self-insures
the first $2 million per occurrence with an annual aggregate of $40 million for named windstorm and flood. Commercial
excess insurance is purchased for losses over the self-insured retention up to $58.75 million per occurrence for named
windstorm, $58.75 million per occurrence for flood losses, and $200 million per occurrence for fire, lightning, and sinkhole
losses.

The Fund’s estimated liability for unpaid property insurance claims at the fiscal year-end is determined by an actuarial method
and includes an amount for losses incurred but not yet reported. The amount of claims paid for property claims did not exceed
insurance coverage for each of the last three years. Changes in the Fund’s property insurance claims liability amount for the
fiscal years ended June 30, 2009, and June 30, 2010, were as follows (in thousands):

Current Year

Beginning of  Claims and Balance at
Fiscal Year Fiscal Year Changes in Claim Fiscal
Ended Liability Estimate Payments Year-end
June 30,2009 $ 485 $ 395 $ @31 s 649
June 30,2010 $ 649§ 85 $ [CTZ 257

The State Risk Management Trust Fund also provides casualty insurance coverage for the risks of loss related to Federal civil
rights and employment actions, workers' compensation, court-awarded attorney fees, automobile liability, and general liability.
The state is self-insured for all claims associated with liability risks and workers' compensation coverage.

The estimated liability for unpaid casualty insurance claims at June 30, 2010, was $1,084.7 million. This amount was
determined through an actuarial method based on historical paid and incurred losses and includes an amount for losses incurred
but not yet reported. In addition, this amount includes the present value of workers' compensation indemnity reserves
discounted using a 4% annual percentage rate. The undiscounted carrying amount of the workers’ compensation indemnity
reserves is $370.9 million.

Changes in the Fund’s casualty insurance claims liability for the fiscal years ended June 30, 2009, and June 30, 2010, were as
follows (in thousands):

Current Year

Beginning of Claims and Balance at
Fiscal Year Fiscal Year Changes in Claim Fiscal
Ended Liability Estimate Payments Year-end

June 30,2009  § 892319 § 293,691 $(139,146) $ 1,046,864

June 30,2010 $ 1,046,864  § 183,860  §(145,985) $ 1,084,739
The above current year claims and changes in estimate include an adjustment for the amount discounted for workers”
compensation indemnity reserves. Actual current year claims and changes in estimate for casualty lines of coverage for the

fiscal year ended June 30, 2010, decreased by $109.8 million. Future payments for legal fees will be classified as operating
expenditures beginning July 1, 2010, and are not included in the accrued liability.
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B. Employee and Retiree Health Insurance Funds

Employees and retirees may obtain health care services through participation in the state’s group health insurance plan or
through membership in a health mai organization plan under contract with the state. The state’s risk financing
activities associated with state group health insurance, such as the risks of loss related to medical and prescription drug claims,
are administered through the State Employees Group Health Insurance Trust Fund, an intemal service fund. It is the practice of
the state not to purchase commercial coverage for the risks of losses covered by this program.

The program’s estimated fiscal year-end liability includes an amount for claims that have been incurred but not reported, which
is based on analyses of historical data performed by both the state and its contractors. Changes in claims liability amounts for
the fiscal years ended June 30, 2009, and June 30, 2010, were as follows (in thousands):

Current Year

Beginning of Claims and Balance at
Fiscal Year Fiscal Year Changes in Claim Fiscal
Ended Liabilit; Estimate Payments Year-end
June 30,2009  § 61,563 $ 794589 S (793,519) S 62,633

June 30,2010 $ 62,633 $ 856,242 S (840,060) S 78815

During the year, for program operations, both employee and retiree participation in the state group health insurance program
are accounted for in the State Employees Group Health Insurance Trust Fund. Retiree participation in the program is

idered an Other P ipl Benefit (OPEB) for purposes of this report. See Note 6, Section B regarding OPEB for
additional information. Asset and liability balances related to retiree participation in the program as of June 30, 2010 were
transferred from the State Employees Group Health Insurance Trust Fund and reported in Other Agency Funds in accordance
with the requirements of Governmental Accounting Standards Board Codification Section Po50, Postemployment Benefit Plans
Other Than Pension Plans — Defined Benefit.
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NOTE 13 - FLORIDA PREPAID COLLEGE PROGRAM

The Stanley G. Tate Florida Prepaid College Program was created in 1987 to provide a medium through which the costs of
tuition, tuition differential fee, local fees, and dormitory residence may be paid in advance of enrollment in a state
postsecondary institution at a rate lower than the projected corresponding cost at the time of actual enrollment. The Program is
administered by the Florida Prepaid College Board and the State of Florida guarantees the obligations of the Board to qualified
beneficiaries if moneys in the Program are insufficient. The Program is accounted for in an enterprise fund. An actuarial study
is performed to determine the Program’s funding status. Additional information as of June 30, 2010, is as follows:

Actuarial present value of future

contract benefits and expenses

payable $  9,516,424,983
Net assets available $ 9,999,051,564
Net assets as a percentage of

future contract benefits and expenses

obligation 105.1%
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NOTE 14 -INSURANCE ENTERPRISES

The State of Florida has established multiple enterprises that provide insurance, reinsurance, and services. The
primary risk exposures to the state relate to catastrophic hurricane losses, access to liquidity from credit markets, and
ultimate dependence on public assessments.

A.  FLORIDA HURRICANE CATASTROPHE FUND

The Florida Hurricane Catastrophe Fund (FHCF) was created in 1993 by the Florida Legislature, as a state fund
administered by the State Board of Administration (SBA) to provide a source of reinsurance to most residential property
insurers for catastrophic hurricane losses, thereby creating additional insurance capacity. Most admitted residential property
insurers writing FHCF covered policies are required to purchase mandatory reinsurance coverage with the FHCF. Chapter 2007-
1, Laws of Florida, was enacted in 2007 amending statutes to require the FHCF provide optional additional coverage with the
Temporary Emergency Options for Additional Coverage (TEACO layer) and the Temporary Increase in Coverage Limit Options
(TICL layer) and the $10 million coverage for certain statutorily designated companies .

The mandatory layer covers a portion of hurricane losses in excess of the industry wide retention, up to the lesser of either the
statutory limit or the actual claims-paying capacity of the FHCF. For the contract year ending May 31, 2010, the industry wide
retention was $7.223 billion per hurricane for the first two hurricanes and $2.408 billion for each subsequent hurricane in the
contract year. The aggregate coverage capacity for the contract year (in excess of retention) was $17.2 billion. The statute
requires that an actuarially indicated formula developed by an independent actuary be used to calculate the reimbursement
premiums collected for the mandatory layer.

The optional TEACO layer provides coverage for a portion of the losses underneath the mandatory layer with industry wide
retentions ranging as low as $3 billion. The statutory authority for TEACO sunset effective May 31, 2010.

The optional TICL layer covers a portion of hurricane losses in excess of the mandatory layer, up to the lesser of either $12
billion or the actual claims-paying capacity of the FHCF. In 2009, statutes were amended to phase out the entire $12 billion in
TICL coverage at a rate of $2 billion per year for 6 years, to completely phase out TICL coverage by 2014, The TICL coverage
capacity for the contract year ending May 31, 2010, was $10 billion.

The maximum reimbursable claims for the optional coverages (no TEACO option was selected) and mandatory layers (in the
contract year ending May 31, 2010) was $27.175 billion.

The SBA contracts with each insurer writing covered policies in the state to reimburse the insurer for a percentage of losses
incurred from covered events. The obligation of the SBA with respect to all contracts covering a particular contract year shall
not exceed the actual claims-paying capacity (as determined by the FHCF’s bond underwriters and financial adviser). The
FHCF has a fiscal year end of June 30 and its reimbursement contracts expire on May 31. As of June 30, 2010, the FHCF had
net assets of $3.2 billion, including net assets of the FHCF Finance Corporation.

If available resources and pre-catastrophe debenture financing are not adequate to satisfy reimbursement claims, the FHCF
Finance Corporation may issue revenue bonds secured by emergency assessments. The SBA has the sole authority to direct the
Florida Office of Insurance Regulation (OIR) and the Florida Surplus Lines Service Office to levy assessments on most
property and casualty insurance policy premiums on behalf of the FHCF. Aggregate assessments may not exceed 10% and
assessments in relation to losses in one contract year may not exceed 6%. As of June 30, 2010, the FHCF is levying
assessments of 1%. This assessment authority is neither related to nor restricted by the assessments levied by cither Citizens
Property Insurance Corporation (Citizens), a discretely presented component unit, or the Florida Insurance Guarantee
Association (FIGA).

To build up cash resources and reduce the reliance on post-event bonding, legislation was passed in 2009 that allows for a
““cash build up” factor of 5% to be included in rates for coverage in the mandatory layer. This factor increases each year by 5%
until it ultimately reaches 25% in year five and thereafter. This provision was designed to address the liquidity needs of the
FHCF over the long run by allowing it to accelerate the build-up of its cash balance for paying claims.
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The State of Florida was not hit by any hurricanes during the 2009 season. There were no hurricane losses incurred for the
year ended June 30, 2010. In May, 2010 the Corporation issued post-event Series 2010A Revenue Bonds in the amount of
$675.9 million. These bond proceeds and their investment earnings will enhance the Fund’s ability to make payments to
participating insurers for losses resulting from the 2005 hurricane season. The funding for these bonds will come from
emergency assessments on the direct written premium for all property and casualty lines of business in Florida including
property and casualty business of surplus lines insurers, but not including workers® comp or medical mal
premiums. An Order was issued by OIR concurrently with the issuance of the 2010A Bonds to supersede the existing 1%
emergency assessment with a 1.3% emergency assessment. The increased assessment is effective on all policies issued or
renewed on or after January 1, 2011. These bonds are stated to mature, without prior right of redemption, on July 1 of the
following years and bear inferest at rates ranging from 3.5% to 5.0% as follows (in thousands):

2015 $15,775 3.5%

2015 5,765 4.0

2015 320915 5.0

2016 17,990 3.75

2016 315475 5.0
$675.920

B. CITIZENS PROPERTY INSURANCE CORPORATION

Citizens Property Insurance Corporation (Cllucns) was, cslabllshcd on Augusl 1, 2002, pursuant to Section 627.351(6), Florida
Statutes (the Act), to provide certain res and dential property coverage to qualified risks in the State
of Florida under circumstances specified in the Act. The original intent of the legislation was that property insurance be
provided through Citizens to applicants who are in good faith entitled to procure insurance through the voluntary market but
are unable to do so. Citizens results from a combination of the Florida Residential Property and Casualty Joint Underwriting
Association (the FRPCJUA) and the Florida Windstorm Underwriting Association (the FWUA). The FRPCJUA was renamed
Citizens and the FWUA’s rights, obligations, assets, liabilities and all insurance policies were transferred to Citizens. Unlike
private insurers offering coverage through the admitted market, Citizens is not required to obtain or to hold a certificate of
authority issued by the Florida Office of Insurance Regulation (the Office). For purposes of its tax-exempt status, Citizens is
considered a political subdivision and an integral part of the State of Florida. As such, Citizens” operations may be affected by
the legislative process. In 2007, the Act was amended to recognize Citizens’ status as a governmental entity and the necessity
of Citizens to provide insurance that was affordable.

Citizens operates pursuant to a Plan of Operation (the Plan) approved by the Financial Services Commission (the Commission)
of the State of Florida. The Commission is composed of the Governor, the Chief Financial Officer, the Attorney General and
the Commissioner of Agriculture of the State. Prior to October 1, 2006, the Plan was subject to the approval of the Office.

Pursuant to the Act, all revenues, expenses, assets and liabilities of Citizens shall remain divided into three separate accounts:
the Personal Lines Account, the Commercial Lines Account and the High-Risk Account. A brief history of each account
follows:

Personal Lines Account history - The FRPCJUA began operations on January 21, 1993, after Hurricane Andrew, pursuant
to Section 627.351(6), Florida Statutes, to provide certain residential property insurance coverage to qualified risks in the
State of Florida (on a statewide basis) to applicants who were in good faith entitled to procure insurance through the
private market but were unable to do so. Resldenual property coverage consists of the types of coverage provided to

., mobile , tenants, unit owners, and similar policies. The policies provide coverage
for all perils covered under a standard residential policy, subject to certain underwriting requirements. Such policies
exclude windstorm coverage on property within cligible areas. This portion of the FRPCJUA's activities became the
Personal Lines Account under Citizens.

Commercial Lines Account history — The Florida Property and Casualty Joint Underwriting Association (FPCJUA) was
activated in early 1994 to provide commercial residential coverage, i.c., coverage for condominium associations,
apartment buildings and homeowner associations, to organizations unable to obtain such coverage from a private insurer.
During 1995, legislation was enacted to transfer all obligations, rights, assets, and liabilities related to commercial
residential coverage from the FPCJUA to the FRPCJUA. The legislation required that the premiums, losses, assets and
liabilities be accounted for separately from the FRPCJUA's personal residential business. These policies excluded

136

2010 STATE OF FLORIDA CAFR

windstorm coverage on properties within eligible areas. This portion of the FRPCJUA's activities became the Commercial
Lines Account under Citizens. In 2006, the FPCJUA was re-activated to provide commercial non-residential wind only
coverage. In 2007, legislation was enacted which resulted in the transfer and assumption of the FPCJUA’s commercial
non-residential policies by Citizens. These policies were added to the Commercial Lines Account.

High-Risk Account history — The FWUA, which was a residual market mechanism for windstorm and hail coverage in
selected areas of the State, was created by an act of the Florida Legislature in 1970 pursuant to Section 627.351(2), Florida
Statutes. FWUA was a Florida unincorporated association, the members of which were all property insurance companies
holding a certificate of authority to provide property insurance coverage in the State. FWUA provided policies of
windstorm insurance for property owners within the eligible areas who were unable to obiain such coverage from private
insurers. Insured properties include personal residential | residential and idential properties.

This portion of the FWUA’s activities became the High Risk Account under Citizens. In 2007, Citizens received authority
to issue multi-peril policies in the High-Risk Account.

Section 627.351(6)(n), Florida Statutes, requires Citizens to charge actuarially sound rates; however, legislation in 2007 and
2008 froze Citizens rates to amounts established in 2006 with no rate increases to be made until January 1, 2010 at the earliest.
Citizens” enabling | and Plan of blished a process by which Citizens may levy assessments to recover
any deficits incurred in a given year. Citizens’ determination of the amount of assessment is subject to the verification of the
‘mathematical calculation by the Office of Insurance Regulation. Citizens’ ability to assess provides some assurance of its
financial stability.

ASSESSMENTS

Citizens® enabling legislation and the Plan establish a process by which Citizens is required to levy assessments to recover
deficits incurred in a given plan year for any of its three accounts. Deficits are calculated separately, and are
accordingly levied separately, for each of the three accounts. The Plan provides for deficits to be determined in accordance
with accounting principles generally accepted in the United States adjusted for certain items.

In the event of a Plan Year Deficit in an Account, Citizens must first levy an assessment against the premium of each Citizens
policyholder (the "Citizens Policyholder Surcharge") in each of Citizens' Accounts, as a uniform percentage of the premium of
the policy of up to 15% of such premium. Citizens Policyholder Surcharges are not subject to commissions, fees, or premium
laxes however, failure to paya Citizens Policyholder Surcharge will be treated as failure to pay premiums. If the Citizens

is ient to eliminate the deficit in an Account, Citizens would then levy a Regular Assessment on
A::cndblc Insurers and Assessable Insureds, each as defined herein. The Regular Assessment is applied as a uniform
percentage of the premium of the policy up to 6% of such premium per account.

bl

Regular are levied on Insurers, as defined in Section 627.351(6), Florida Statutes, based upon each
Assessable Insurer's share of direct written premium for the subject lines of business in the State of Florida for the calendar
year preceding the year in which the deficit occurred. Regular Assessments on Assessable Insureds, collectively, are based on
the ratio of the amount being assessed for an Account to the aggregate statewide direct written premiums for the subject lines
of business for the preceding year.

If the deficit in any year in any Account is greater than the amount that may be recovered through Citizens’ Policyholder
Surcharges and Regular Assessments, Citizens is required to levy any remaining Plan Year Deficit as an Emergency
Assessment. An Emergency Assessment is to be collected by all Assessable Insurers, Surplus Lines Agents and Citizens from
policyholders upon the issuance or renewal of policies for Subject Lines of Business for as many years as necessary to cover
the Plan Year Deficit in the Account. The primary difference between the assessment base for Regular Assessments and
Emergency Assessments is the inclusion of Citizens' direct written premium in the assessment base for Emergency
Assessments.

For purposes of Regular Assessments and Emergency Assessments, the "Subject Lines of Business" are all lines of property
and casualty insurance, including automobile lines, but excluding accident and health, workers' compensation, and medical
malpractice insurance, and also excluding insurance under the National Flood and Federal Crop insurance programs. The
Regular Assessment base excludes Citizens policies (while the Emergency Assessment base includes Citizens policies). Prior
to the enactment of the 2007 Legisl the Regular base for each Account was only the property lines of
business.
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C. FLORIDA INSURANCE GUARANTY ASSOCIATION, INC.

The Florida Insurance Guaranty Association, Inc. (the Association), a not-for-profit corporation, was established by the Florida
Legislature through the Florida Insurance Guaranty Act of 1970 (the Act). The Association was created to provide a
mechanism for the payment of covered claims of insolvent insurers and to assist in the detection and prevention of insurers’
insolvencies. The Association operates under the supervision and approval of a board of directors, comprised of eight persons,
recommended by member insurers pursuant to Chapter 631.56, Florida Statutes, and subsequently appointed by the Florida
Department of Financial Services.

The members of the Association are all insurers that provide property and casualty coverages in the State of Florida.

The funding of the Association’s activities is provided by distributions from the estates of insolvent insurers and assessments of
members. The are 1 and, as necessary, levied against member insurers on the basis of net
direct written premiums in the state of Florida in the classes protected by the Act. The Association obtains the amount of the
net direct written premiums, by company and by class of protection, fo use as the basis for assessment calculations. The
maximum regular assessment rate is 2%. In addition to the regular assessment, during 2006, the Florida Legislature granted
the Association the authority to levy an emergency assessment up to an additional 2% of net direct written premiums for the
account specified in Section 631.55(2)(b). Also in 2006, the Association was granted the authority to work with an affected
municipality, county, or financing conduit organization under Chapter 163, Florida Statutes, to issue tax-exempt bonds should
the funding need arise for the account specified in Section 631.55(2)(b). As of December 31, 2010, the Association has not
needed to utilize this bonding authority and no tax-exempt bonds have been issued.
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NOTE 15 - CONTINGENCIES
A. Federal Family Education Loans Program

The Florida Department of Education (FDOE) administers the Federal Family Education Loans Program (FFELP), under
which the FDOE guarantees loans made to eligible students and their parents by financial institutions. At June 30, 2010,
approximately $3.9 billion of loans were outstanding under this Program. The United States Department of Education
participates in the Program as a reinsurer and reimburses the FDOE for defaulted loans at various rates based on the incidence
of default. For loans made prior to October 1, 1993, the reimbursement rate for defaulted loans can be 80, 90, or 100%. For
loans made on or after October 1, 1993, the reimbursement rate for defaulted loans can be 78, 88, or 98%. For loans made on
or after October 1, 1998, the reimbursement rate for defaulted loans can be 75, 85, and 95%. During the 2009-2010 fiscal year,
the actual rates were 95, 98, and 100%. A potential liability exists for loans defaulted in excess of the federal reimbursement.
The specific amount of this potential liability is indeterminable.

B. Federally Assisted Grant Programs

Florida participates in a number of federally assisted grant programs. These programs are subject to audits by the grantors or
their representatives. Any disallowance as a result of these audits may become a liability of the state. Any foreseeable
disallowances will not have a material adverse effect on the State of Florida’s financial position.

Component units - The United States Department of Health and Human Services, Office of Inspector General is auditing and
reviewing the University of Florida’s practices relating to Federal awards finances and accounting; at this early time in the
process, university management is unable to make a determination of the outcome or estimate costs that the University may
incur as a result of this audit.

C. Peak Oil Superfund Site Remediation

The U.S. Environmental Protection Agency identified the Florida Department of Transportation (FDOT) as a Potentially
Responsible Party for past and future response costs at the Peak Oil Superfund Site. The FDOT made payments under a
consent decree in 1998, as entered in the case of United States of America v. Bill Currie Ford, et al., Case No. 8:97-cv-01566-
RAL, United States District Court, Middle District of Florida, Tampa Division. Implementation of remedial design is in
process and the evaluation of the need for remedy in wetlands and deep aquifer is ongoing. Based on the remediation
performed to date pursuant to the consent decree, FDOT has determined that its share of the potential future cost of
remediation is not expected to exceed $25 million.
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NOTE 16 - LITIGATION

Due to its size and broad range of activities, the state is involved in various, though sometimes routine, legal actions. The
following are the signi loss contingenci iated with legal p i

A. Welch v. Theodorides-Bustle, et al., Case No. 4:09¢v00302-RH/WCS (U.S. District Court, N.D. of Florida,
Tallahassee Division)

A Florida driver brought punitive class action against officials of the Florida Department of Highway Safety and Motor
Vehicles, alleging violations of the Federal Driver Privacy Protection Act (DPPA) for disclosure of information to a private
corporation and another entity. The Defendants filed a motion to dismiss that was denied on January 5, 2010. Both parties
filed motions for summary judgment which were both denied on July 1, 2010. Trial is set for February 28, 2011. Should
the plaintiff prevail in this case, the potential outcome could be in excess of $25 million.

B. DirecTV and EchoStar Satellite LLC n/k/a Dish Network, LLC v. Department of Revenue, Case No. 05-CA-1037
(2" Cir.) and Ogborn v. Department of Revenue, Case No. 05-CA-1354 (2" Cir.) (Now Consolidated Case No. 05-
CA-1037)

These lidated cases chall the statutory distinction made in the appl of the C i Services Tax of

Chapter 202, Florida Statutes, to cable and satellite TV providers. DirecTV challenges the statute as a provider, while

Ogborn challenges on behalf of a class of subscribers. The Plaintiffs argue that applying a different statutory rate of tax on

the sale of these competing services violates the Commerce Clause and the Equal Protection Clause. The amount of tax

refund at issue is $40 million annually. These two cases were consolidated on September 30, 2008. The Florida Cable

Telecommunications Association (FCTA) filed a motion to intervene in the consolidated cases, which was heard and

granted on January 6, 2009. DirecTV filed an amended complaint on October 31, 2008. The Department filed a motion to

strike allegations in the amended complaint and a motion to dismiss on January 9, 2009. The Ogborns then filed a second
amended class action complaint on March 27, 2009, and the Department filed a motion to dismiss the second amended
complaint on April 27, 2009. The FCTA also filed a motion to dismiss DirecTV’s amended complaint. DirecTV deposed
corporate of Comcast Ci on May 13, 2009, and of Bright House Networks on May 14, 2009. On

July 6, 2009, DirecTV and the Ogborns filed a motion for entry of a confidentiality order, which was granted on August

14, 2009. DirecTV responded to the Ogborns' request for admissions on July 15, 2009. The Department served DirecTV

and EchoStar Satellite a second request to produce on October 28, 2009. The motions to dismiss were heard on October 14,

2009. On April 6, 2010, the Judge issued an order converting the Department's and FCTA's motions to dismiss to motions

for summary judgment and allowing parties to take discovery to develop a full factual record. Discovery is ongoing.

C. General Motors Corporation v. Florida Department of Revenue, Case No. 04-CA-2739 (2™ Cir.)

General Motors repairs vehicles that fall outside the contractual terms of new or extended vehicle warranties under
programs known as Special Policy or Goodwill Policy Adjustments. General Motors alleges the State illegally imposed a
use tax on the tangible personal property that is incorporated into repairs made under these programs. The total tax,
penalty, and interest at stake in this case exceeds $30 million. In 2009, General Motors entered, and subsequently exited,
bankruptcy. General Motors has since agreed that the sales tax assessment survived the emergence from bankruptcy, and
the parties have agreed, and an order entered, to substitute General Motors LLC as the party plaintiff in the action.
Discovery is ongoing.

D. Home Depot USA, Inc. v. Florida Department of Revenue, Case No. 07-CA-4335 (13" Cir.)

Home Depot is challenging four sales tax refund denials. Customers purchased merchandise at Home Depot using private
label credit cards. These private label credit cards were issued by a separate entity bank that reimbursed Home Depot for
the sales price, including sales tax, less a discount. The issue in this case is whether the “discount” (the difference between
the sales price, plus tax charged to a customer and the amount reimbursed by the separate entity to Home Depot), is an
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unpaid balance due on worthless accounts for the purposes of Section 212.17(3), Florida Statutes, thus authorizing Home
Depot certain tax credits.

The Department filed its answer and affirmative defenses on April 30, 2007. Home Depot filed a reply to the Department’s.
affirmative defenses and filed a motion to strike the Department’s second affirmative defense on May 14, 2007. Discovery
is ongoing. The potential refund to Home Depot is approximately $17.5 million and there could be a substantial recurring
financial impact, exceeding $25 million annually.

E. Bank of America, N.A. v. Florida Department of Revenue, Case No. 05-CA-7427 (13" Cir.)

In an action for refund pursuant to Chapter 86, Florida Statutes, Plaintiff challenges whether certain notes secured by
mortgages are exempt from Documentary Stamp Tax (DST) pursuant to Sections 201.08 and 201.09, Florida Statutes, as a
renewal, and from Nonrecurring Intangible Personal Property Tax (IPPT) pursuant to Sections 199.133 and 199.145(4),
Florida Statutes, as a refinancing, when they replace prior notes and mortgages between the same lender and borrowers
and a satisfaction of the prior note and mortgage was recorded. The parties settled the matter and the case has been closed.

F. Robert C. Bruner, et al v. Hartsfield, et al., Case No. 07-003247/1D08 5524 (2’"1 Cir./1* DCA); Jerome K. Lanning
et. al. v. Pilcher, et. al., Case No. 07-582/D07-6564/SC09-1796 (2™ Cir./1* DCA); Deluccio, et. al. v. Havill, et. al.,
Case No. 08-001412/1D08-5529 (2™ Cir./1st DCA)

These three cases are separate class action refund cases against various Defendants including the Florida Department of
Revenue concerning a constitutional challenge to the Save Our Homes (SOH) provisions in Article VII, section 4(c) of the
Florida Constitution, and as implemented by Section 193.155, Florida Statutes. The essence of these claims is that the
SOH provisions violate equal protection under the Florida and U. S. Constitutions by discriminating against new
homeowners by creating an ad valorem tax system that favored long-term homeowners thus infringing upon homeowners’
constitutional right to travel.

In Bruner, the trial court ruled the SOH taxation system did not violate either the State or Federal constitutions, but found
it had jurisdiction to hear the matter. Both sides appealed the ruling to the 1% DCA, which affirmed both holdings. In
Lanning, the Plaintiffs had the entirety of their claim dismissed by the trial court, which ruling the Plaintiffs appealed to
the 1" DCA. The 1¥ DCA affirmed and the Plaintiffs sought also to invoke discretionary review by the Florida Supreme
Court. In both Bruner and Pilcher, the Florida Supreme Court and the United States Supreme Court denied review of the
cases. Both these cases are concluded. In Deluccio, the trial court dismissed all of the Plaintiff’s claims on three separate
grounds. The Plaintiffs appealed to the 1" DCA, which remanded the case to the trial court as that court had erroneously
ruled it lacked jurisdiction to hear the claim as one of the grounds for dismissal. Both sides moved the 1* DCA for either a
rehearing or clarification of its opinion, which the 1" DCA denied, and remanded the case to trial court with instructions to
render a rulin