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January 31, 2005

To the Honorable Members of the Board of County
Commissioners and Citizens of Escambia County, Florida

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of Escambia
County, Florida, for the fiscal year ended September 30, 2004. The report has been prepared in
accordance with generally accepted accounting principles by the highly professional and
dedicated staff of the Finance Department of the Clerk of the Circuit Court. The Clerk of the
Circuit Court is mandated by the Constitution of the State of Florida to serve as the Chief
Financial Officer of the County, and is responsible for both the accuracy of the presented data,
and the completeness and fairness of the presentation, including all disclosures. We believe the
data as presented is accurate in all material aspects; that it is presented in a manner designed to
fairly set forth the financial position and results of operations of the County as measured by the
financial activity of its various funds; and that all disclosures necessary to enable the reader to
gain a comprehensive understanding of the County’s financial activity have been included.

This report consists of management’s representations concerning the finances of Escambia
County, Florida. Consequently, to provide a reasonable basis for making these representations,
management of Escambia County is responsible for establishing and maintaining an internal
control structure designed to provide reasonable, but not absolute, assurance that the assets of
the County are protected from loss, theft or misuse; reliability of financial ecords for preparing
financial statements; and maintaining accountability for assets. The concept of reasonable
assurance recognizes that the cost of a control should not exceed the benefits likely to be
derived, and the evaluation of costs and benefits requires estimates and judgments by
management. We believe that the County’s internal accounting controls adequately safeguard
assets and provide reasonable assurance of proper recording of financial transactions.

‘ The Comprehensive Annual Financial Report is required by Florida Statute
a / 11.45 and is required to be audited by an independent firm of certified public
_= accountants. The Board of County Commissioners has selected O'Sullivan
Creel, LLP to perform this audit. The goal of the independent audit is to
7 % ~N provide reasonable assurance that the financial statements of Escambia

/ County are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in

the financial statements; assessing the accounting principles used and significant estimates
made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for

223 Palafox Place ! Pensacola, Florida 32502-5845
(850) 595-4845 1 FAX (850) 595-4798 ! www.clerk.co.escambia.fl.us



rendering an wnqualified opinion that Escambia County’s financial statements for the fiscal year
ended September 30, 2004 are fairly presented in conformity with generally accepted accounting
principles (GAAP). The independent auditor’'s report is presented as the first component of the
financial section of this report.

In addition to meeting the requirements set forth in state statutes, the audit was also designed to
meet the requirements of the Federal 1996 Single Audit Act Amendments and the 2003 related
OMB Circular A-133. The standards governing single audit engagements require the
independent auditor to report on the government’s internal controls and compliance with legal
requirements with special emphasis on the administration of federal awards. These reports are
available in a separately issued report, available on file with the Clerk to the Board.

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. Escambia County’s MD&A can be found immediately following the report of
the independent auditors.

County Organization

Escambia County, located in the northwestern part of the state, was
established July 21, 1821 as a non-charter government when the
Provisional Governor Andrew Jackson signed an ordinance making the
County one of the first two counties in Florida, the other being St. John's
County. Escambia County encompasses approximately 661 square
miles, or 420,480 acres, with an additional 64,000 acres of water area
and serves a population of 300,959. Although northwest Florida has not
experienced the rapid growth that southern and central Florida has experienced, the area has
grown significantly during the past two decades. There are two municipalities within the County,
the City of Pensacola, the County seat, and the Town of Century.

Pursuant to Florida Statutes, the legislative and policy-making powers are vested with the five-
member Board of County Commissioners who is elected by district for four-year terms. The
Chairman presides over the Board and is elected by the members annually. Separate powers for
operation of specific functions of County government are vested with the five Constitutional
Officers--Clerk of the Circuit Court, Property Appraiser, Sheriff, Supervisor of Elections and Tax
Collector. The Board of County Commissioners’ responsibilities include: passing ordinances and
resolutions, adopting the budget and levying a property tax on real and personal property,
appointing boards and committees and hiring the County Administrator and County Attorney. The
Clerk of the Circuit Court serves as the Chief Financial Officer for the Board of County
Commissioners acting as accountant, auditor, recorder, the custodian of all County funds and ex-
officio Clerk to the Board. The County Administrator is the chief administrative official of the
County responsible for carrying out the policies of the Board and overseeing the day-to-day
operations of the County. The County Attorney represents the County Commission and all other
departments, divisions, boards, and offices in legal matters affecting the County.

Escambia County provides a full range of services, including the construction and maintenance of
highways, streets, and other infrastructure, sheriff and fire protection, health and social services,
emergency medical services, landfill operations, mass transportation services and cultural and
recreational programs. Certain employee services are provided through a legally separate Civil
Service Board which is financially dependent on Escambia County but does not provide services
exclusively for Escambia County and therefore is reported separately within Escambia County’s
financial statements. The Santa Rosa Island Authority (SRIA) provides management services for
Escambia County’s Beach Toll Facility and serves as the County’s leasing agent for property on
Santa Rosa Island owned by the County. The County approves the SRIA’s annual budget and
has veto power over decisions of the Authority. It too is reported separately within Escambia



County’s financial statements. The Housing Finance Authority (HFA) is also presented
separately within the County’s financial statements. Although the County appoints the members
of the HFA’s board and must approve it's budget, the HFA and the County are not substantially
the same and the HFA does not provide services almost exclusively for the County. The Law
Library is fiscally dependent on Escambia County therefore it is discretely presented in this report.
For additional information on Escambia County’s Component Units, please refer to the Notes.

Escambia County is committed to providing high levels of service to its residents, at the lowest
possible cost, in order to minimize taxpayer burden. As required by Florida Statutes, Chapter
129, on an annual basis, the County must prepare and adopt a balanced budget. The annual
budget serves as the foundation for Escambia County’s financial planning and control.

The County adopts formal budgets for virtually all funds prior to October 1 of each fiscal year.
During the year the County Administrator approves intra-departmental tudget amendments that
do not change the department total budget or change the personal services budget. The Board
must approve budget amendments affecting personal services or reserve for contingencies.
Supplemental budgets for revenues not anticipated must also receive Board approval.
Encumbrance accounting is employed as an extension of formal budgetary integration in the
General Fund, Special Revenue Funds and Capital Project Funds. Although appropriations lapse
at year end, outstanding encumbrances are generally re-appropriated as a part of the following
year's budget. The elected officials, funded as a part of the County's annual budget, maintain
their own budgetary systems consistent with the requirements of state law. As demonstrated by
the statements and schedules included in the financial section of this report, Escambia County
continues to meet its responsibility for sound financial management.

The County also prepares a Capital Improvements Program (CIP) annually. The CIP provides a
planned and programmed approach to utilizing the County's financial resources in the most
responsive and efficient manner to meet its service and facility needs. It serves as a five year
"blue print" for the future of the community's capital projects. The first year of this "blueprint”
serves as the annual capital budget for the County.

Budget-to-actual comparisons are presented in this report for each governmental fund for which
an annual budget has been adopted. The general fund and the major special revenues funds’
comparisons are included in the basic financial statement section. All other governmental funds’
budget-to-actual comparisons are included in the combining and individual statements and
schedules section of this report.

Local Economy

Hurricane Ivan struck Escambia County on September 16, 2004. Hurricane lvan damaged nearly
51,000 homes in Escambia County, a figure that represents nearly one-half on the homes in
Escambia County, with nearly 6,000 of those being complete and total losses. Despite the
destruction caused by this Category 3 hurricane, the residents and businesses of Escambia
County are rebuilding their homes and the community. Although fiscal year 2005 will not be
adversely affected, projections at this point in time indicate a possible decrease in ad valorem
revenues during fiscal year 2006 by as much as $15 million. This is mostly due to the loss of
property and reduced values on the property tax assessment rolls taken on January 1, 2005. The
County is currently exploring alternate revenue sources through the State and Federal
government financial assistance programs to replace the loss of ad valorem revenues. Sales tax
dollars are strong and have increased due to the rebuilding efforts taking place in the County.

Efforts toward creating a positive business environment are paying off. The strong vitality of the
area is the result of collaborative efforts taking place among local governments, other public
organizations and the private sector.



Although the property tax millage remained at 8.756 during fiscal year 2004, an increase in
assessed property values allowed the County to realize an increase in ad valorem revenue from
the previous fiscal year. The County continues to update capital improvement plans to
adequately forecast long-term needs. A firm commitment to planning, together with enhanced
economic development efforts and strong civic leadership should result in sufficient revenue
growth to sustain the quality of life enjoyed by our residents and propel the area’s economy to
new heights.

The County population is projected to be 317,262 in the year 2010. Nearly 63% of the population
is in the prime working age group of 18-64. The unemployment rate is at 3.5% and the estimated
median household income for 2004 was $41,059.

The building industry remains strong in Escambia County. This past year, 7,918 residential
building permits were issued with a value over $278 million.

Escambia County is somewhat insulated against a volatile marketplace through factors such as
low unemployment and the high percentage of military personnel and retirees.

Goals and Objectives

Management’s goals and objectives are to continue to provide infrastructure for future growth and

sound fiscal management of County resources while maintaining the quality of life we enjoy here
in Escambia County. Some examples of these goals and objectives are as follows:
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Increased efforts designed to encourage business development in the area

Increased efforts designed to promote tourism to the area

Road paving and improved drainage throughout the County

Improve delivery of Neighborhood and Public Services to the highest level possible
Efforts to capitalize on alternative revenue generation without increasing the tax burden
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Cash Management

At the end of fiscal year 2004 the County's investment portfolio
consisted primarily of federal instrumentalities discount notes,
certificates of deposit, securities held by the Florida State Board of

L ; ' Administration Local Government Pool, a bank repurchase agreement,
and interest earnmg bank deposits. The Florida Statutes and the County's investment policy sets
forth all criteria for approved investments; limits the percent of the total portfolio that can be in one
category of investment; limits the percent of total portfolio that can be placed with only one
institution; and the internal control procedures such as "delivery versus payment" and "custodial
arrangements”. This policy also requires monthly reporting of portfolio activity to the Board of
County Commissioners by the Clerk of the Circuit Court and it provides for oversight by an
investment advisory committee comprising volunteer citizens, a County Commissioner, the
County Administrator, and the Clerk of the Circuit Court. The investments made by the Cerk of
Court’s Finance Department earned an average yield of 1.41% and generated over $2.3 million in
investment earnings for the fiscal year ending September 30, 2004.

Risk Management

Escambia County has established a risk management program to retain
some risk of certain claims against the Board of County Commissioners,
the Constitutional Officers, Civil Service Board, and the Santa Rosa Island
Authority, including workers compensation and casualty and property. The
County is protected by sovereign immunity for all liability claims in excess




of $100,000. Umbrella coverage is purchased for property claims in excess of $100,000 and
worker's compensation claims in excess of $350,000. Additional information on Escambia
County’s risk management activity can be found in the notes to the financial statements.

Pension Benefits

Escambia County provides pension benefits for its employees through a multiple employer, cost
sharing defined benefit pension plan managed by the Florida State Board of Administration.
Participating employer contributions are based on statewide rates developed through actuarial
analysis. Escambia County has no obligation in connection with employee benefits offered
through this plan beyond its annual contractual payment based on the actuarial estimates.

Additional information on Escambia County’s pension arrangements can be found in the notes to
the financial statements.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded
Escambia County the Certificate of Achievement for Excellence in
Financial Reporting for 22 of the past 23 years (did not apply in 1994). In
order to be awarded a Certificate of Achievement, Escambia County
must publish an easily readable and efficiently organized comprehensive
annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
comprehensive annual financial report meets the Certificate of Achievement Program's standards
and it will be submitted to the GFOA for consideration for the award.

In addition, Escambia County also received the GFOA'’s Distinguished Budget Presentation
Award for its Annual Budget for fiscal year ended 2003. This is the ninth consecutive year that
Escambia County has received this award. In order to qualify for this award, Escambia County’s
budget document was judged to be proficient in several categories, including a policy document,
a financial plan, an operations guide, and a communications device.

This report is a product of the hard work and dedication of the Finance Department of the Clerk of
the Circuit Court of Escambia County as Auditor and Accountant of the Board of County
Commissioners. We would like to express our appreciation to all members of the department
who assisted and contributed to the preparation of this report. We appreciate the support and
cooperation of the Board of County Commissioners and the departments that serve under them
and thank the auditing firm of O'Sullivan Creel, LLP for their guidance.

Respectfully submitted,
Frnde Lee ﬂ;jaﬁa Wanda :7[20 JZZﬁrear@

Ernie Lee Magaha Wanda M. McBrearty, CPA, CGFO
Clerk of the Circuit Court Deputy Finance Director
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REPORT OF INDEPENDENT AUDITORS

Honorable Board of County Commissioners
Escambia County, Florida

We 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 Escambia County, Florida, as of and for the
year ended September 30, 2004, which collectively comprise the County’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
Escambia County, Florida’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
following component units, as of and for the year ended September 30, 2004, which statements
reflect total assets and total revenues as displayed below:

Total Total Type of
Assets Revenues Component Unit

Escambia County Housing
Finance Authority $ 6,373,876 § 963,560 Business Type Activities-Discrete
Santa Rosa Istand Authority  $35,201,751  § 5,588,206 Business Type Activities-Discrete

Those financial statements were audited by other auditors whose reports have been furnished to
us, and our opinion, insofar as it relates to the amounts included for the component units in the
business-type activities component unit column, is based solely 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 misstaternent. 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 beheve that
our andit and the reports of other auditors provide a reasonable basis for our opinions.

RSM McGladrey Network
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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, each major fund, and the aggregate remaining fund information of Escambia
County, Florida, as of September 30, 2004, and the respective changes in financial position and
cash flows, where applicable, thereof and the respective budgetary comparison for the general,
disaster recovery, and transportation and drainage funds for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
January 28, 2005 on our consideration of Escambia County, Florida’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 3 through 18 is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did pot audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Escambia County, Florida's basic financial statements. The accompanying
introductory section, combining and individual fund financial statements, statistical section, and
continuing disclosure section are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individual fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The introductory section, statistical section, and
continuing disclosure section have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and, accordingly, we express no opinion on them.

Iy ﬁwﬁ LLP

January 28, 2005



The main factor for the increase in governmental-type liabilities is the increased activity across all funds
due to Hurricane lvan. At September 30, 2004, there were a number of invoices being processed for
payment for which checks were not cut until October 2004.

The County continues, however, to maintain healthy ratios as noted above which indicates more than
adequate cash flows of Escambia County.
Escambia County, Florida
Changes In Net Assets
Year Ended September 30, 2004

Governmental Business-type
Activities Activities Totals
2004 2003 2004 2003 2004 2003
Revenues:
Program Revenues:
Charges for Services $48,231,562 $43,451,052 $28,137,451 $24,237,909 $76,369,013 $67,688,961
Operating Grants and
Contributions 14,699,665 12,472,683 408 21,097 14,700,073 12,493,780
Capital Grants and
Contributions 16,878,811 7,470,179 2,980,413 1,380,745 19,859,224 8,850,924
General Revenues:
Property Taxes 85,558,122 80,315,156 0 0 85,558,122 80,315,156
Other Taxes 68,252,393 65,557,769 0 1,426,110 68,252,393 66,983,879
Other 22,589,675 14,412,889 1,445,901 1,096,190 24,035,576 15,509,079
Total Revenues 256,210,228 223,679,728 32,564,173 28,162,051 288,774,401 251,841,779
Expenses:
General Government 30,841,180 32,475,261 0 0 30,841,180 32,475,261
Public Safety 129,147,683 105,844,911 0 0 129,147,683 105,844,911
Physical Environment 1,081,449 11,608,537 0 0 1,081,449 11,608,537
Transportation 48,510,758 74,160,788 0 0 48,510,758 74,160,788
Economic Environment 12,049,668 11,194,640 0 0 12,049,668 11,194,640
Human Services 4,706,530 4,340,688 0 0 4,706,530 4,340,688
Culture/Recreation 4,179,058 4,187,822 0 0 4,179,058 4,187,822
Interest on Long-Term Debt 7,517,482 8,584,343 0 0 7,517,482 8,584,343
Landfill Operations 0 0 8,411,321 6,702,610 8,411,321 6,702,610
Building Inspections 0 0 3,306,029 3,217,414 3,306,029 3,217,414
Ambulance Service 0 0 11,760,637 11,076,762 11,760,637 11,076,762
Civic Center 0 0 5,244,904 5,046,735 5,244,904 5,046,735
Industrial Parks 0 0 780,684 507,575 780,684 507,575
Total Expenses 238,033,808 252,396,990 29,503,575 26,551,096 267,537,383 278,948,086
Landfill Closure Estimate 0 0 0 10,367,898 0 10,367,898
Increase (Decrease) in Net Assets
before Transfers 18,176,420 (28,717,262) 3,060,598 11,978,853 21,237,018 (16,738,409)
Transfers 1,310,394  (5,589,390) (1,310,394) 5,589,390 0 0
Increase (Decrease) in Net Assets 19,486,814 (34,306,652) 1,750,204 17,568,243 21,237,018 (16,738,409)
Net Assets, beginning 333,155,967 367,462,619 48,940,900 31,372,657 382,096,867 398,835,276
Net Assets, ending $352,642,781 $333,155,967 $50,691,104 $48,940,900 $403,333,885 $382,096,867




The Ambulance Fund experienced a modest 8% increase in their operating revenue during fiscal year
2004. Excluding an increase in depreciation, and a slight increase in personal services, the Ambulance
Fund was able to generate a net operating income of $45,667 this fiscal year.

Operating Income (Loss)

2004 2003
Solid Waste Fund $845,310  $2,461,898
Civic Center Fund (1,851,680)  (1,825,877)
Economic Development and Industrial Fund 2,330,006 1,002,548
Inspection Fund 540,355 (510,552)
Ambulance Fund 45,667 (229,013)
Total $1,909,658 $899,004

Major enterprise funds are shown in the Financial Statements Section and the Non-Major enterprise
funds are shown in the “Combining Statements” section of the annual report.

Other factors concerning the finances of these funds have been addressed in the discussion of the
County’s business-type activities.

Internal Service Fund. The Internal Service Fund is designed to recover the internal costs of general
services provided to the other fund groups. Although total net assets decreased this fiscal year by
$3,033,784, it was actually a smaller decrease than last year by 21.9%. Losses were once again posted
for the Internal Service Fund. Increased costs in the County’s insurance programs accounted for most of
the change and were a result of continuously increasing workers compensation claims filed and additional
funding for insurance claims incurred but not reported. The net asset total for the internal service fund is
($5,415,459) and ($2,381,675) for the fiscal years 2004 and 2003, respectively.

General Fund Budgetary Highlights

Operating a government the size of Escambia County is a dynamic business and budget amendments
are approved throughout the year. When comparing the original revenue budget to the final revenue
budget, minor budget adjustments occurred in intergovernmental charges for services, and miscellaneous
income. The changes are related to amounts received by other governmental agencies in the form of
grants, court-related services, recreational park fees and various reimbursements.

Although the ad valorem taxes collected in fiscal year 2004 were 6% greater than in fiscal year 2003, a
comparison of final budget to actual general fund revenues show a difference for taxes that is attributable
to lower than anticipated ad valorem collections. The difference in intergovernmental reflects an increase
in the County’s pro-rata share of State revenues. The increase in charges for services reflects new court-
related charges mandated by the State, effective July 1, 2004 that will be used to fund court-related
technology costs. The unfavorable variance in investment income is due to the low interest rates that
prevailed in the market during the entire fiscal year.

Differences between the original budgeted expenditures and the final amended hudget were relatively
minor with an increase of $1,606,291 in appropriations, and can be briefly summarized as follows:
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Increase in general government activities of $560,120
Increase in public safety activities of $1,109,618
Increase in transportation of $85,000

Decrease in human services of $234,967

Decrease in culture and recreation of $16,520
Increase in debt service of $70,000
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The favorable difference between the final amended budget for total expenditures and the actual total
expenditures is chiefly due to the reserves of $9,156,631 that are budgeted as part of the general
government category.

Although revenues fell short of budgetary estimates, expenditures were less than budgetary estimates as
well, thereby eliminating the need to draw upon either these reserves or upon existing fund balance.

Capital Asset and Debt Administration

Capital Assets. The financial statements present capital assets in two groups: those assets subject to
depreciation, such as equipment or operational facilities and those assets not subject to depreciation
such as land and construction-in-progress.

Escambia County’s investment in capital assets for both governmental and business-type activities, net of
accumulated depreciation totaled $474,232,727 and $454,838,364 for fiscal years 2004 and 2003,
respectively. This investment in capital assets, both purchased and donated, includes land, buildings,
improvements, machinery and equipment, parks, roads, bridges and other major infrastructure. The total
increase in Escambia County’s investment in capital assets for the current fiscal year was 4.3% (a 3.8%
increase for governmental activities and an 8.6% increase for business-type activities).

Major capital asset events during the current fiscal year include the following:

X Donated general government assets consist of developer funded road and drainage infrastructure
and sidewalks in new planned developments and subdivisions. Donated infrastructure in fiscal
year 2004 amounted to $5,568,730 as compared to $1,666,741 last fiscal year.

X Construction continued on many of the County’s capital projects including road reconstruction,
dirt road paving, and various drainage projects amounting to a $13 million increase in
infrastructure capital assets.

<> The Public Safety Department purchased two new pumper trucks and two brush trucks at a cost
of $1.1 million.

<> Continued construction of the Sheriff's Administration Building and a re-roofing project at the
Central Booking and Detention Center amounted to $4.2 million.

<> The Road Department purchased significant pieces of new heavy equipment such as road

sweepers, tractors, and dump trucks at a cost of over $2.5 million.

Continued construction on the new Public Safety Building amounted to $6 million.

Construction of the new Southwest Branch of the Public Library was $1.2 million.

Construction began on a new Work Release Facility that amounted to $680,000 and renovations
were completed at the Juvenile Justice Center for $313,000.
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X The Master Courthouse Complex was started, which will be a two to three year project. The
amount spent in fiscal year 2004 was a little over $2 million.
<> The County’s Information Resources Department purchased two new servers at a cost of

$179,930 and the Emergency Management Department put in a new 911 Communication system
at a cost of $263,100.
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Governmental Activities
Escambia County, Florida
Capital Assets
(net of depreciation)

Construction in Progress Land
Equipment

6%

5% 5%

Buildingsand Improvements

21%

Infrastructure
63%

Business-type Activites
Escambia County, Florida
Capital Assets
(net of accumulated depreciation)

Equipment Land
12% 15%

Infrastructure
39%

Sources of donated assets each year stem from new subdivisions in the County. New subdivisions are
required to meet the County’s comprehensive planning requirements and, in doing so, provide additions
to the County’s infrastructure for roads, sidewalks, stormwater drainage, and in some cases parks and
recreational facilities.

Buildings and Improvements
34%

Additional information on Escambia County’s capital assets can be found in the Notes of this report.

Long-Term Debt. At the end of the fiscal year 2004, the County had total bonded debt of $132,640,000,
or $441 per capita, which is secured solely by specified revenue sources (e.g., toll bridge revenues,
tourist development taxes, and haltcent sales taxes). The County has no general obligation debt.
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The County’s outstanding notes, leases, and bonded debt decreased by $5,093,904 during fiscal year
2004. While additional notes and leases were entered into of about $5.9 million, retirements on debt was
46% greater than the new debt added.

Escambia County, Florida
Long-Term Debt

Governmental Business-type
Activities Activities Total
2004 2003 2004 2003 2004 2003
Revenue Bonds:
Sales tax revenue bonds $89,730,000 $89,730,000 $0 $0 $89,730,000 $89,730,000
Road improvement bonds 5,160,000 6,055,000 0 0 5,160,000 6,055,000
Tourist development bonds 15,860,000 16,700,000 0 0 15,860,000 16,700,000
Capital improvement bonds 21,890,000 22,305,000 0 0 21,890,000 22,305,000
Total revenue bonds 132,640,000 134,790,000 0 0 132,640,000 134,790,000
Notes and loans:
Capital improvement notes 37,383,000 41,747,000 0 0 37,383,000 41,747,000
State of Florida Toll Fac. Note 385,834 469,167 0 0 385,834 469,167
Line of Credit 0 0 789,575 1,184,362 789,575 1,184,362
Capital Leases 8,286,825 6,388,609 0 0 8,286,825 6,388,609
Total notes/loans/leases 46,055,659 48,604,776 789,575 1,184,362 46,845,234 49,789,138
Total Long-Term Debt $178,695,659 $183,394,776  $789,575  $1,184,362 $179,485,234 $184,579,138

Escambia County currently holds a bond rating from Standard & Poor’'s of AAA with a stable rating. The
stable rating indicates that a rating is not likely to change. The County has met and complied with all
technical and financial covenants in the bond contracts.

No legal debt limit is set by the Constitution of the State of Florida or Escambia County. Additional
information on Escambia County’s long-term debt can be found in the Notes of this report.

Economic Factors and Year 2005 Budgets and Rates

As mentioned several places throughout this MD&A, Hurricane Ivan struck Escambia County on
September 16, 2004. Ivan was the most destructive hurricane to affect this area in more than 100 years.
This was a major Category 3 hurricane with maximum sustained winds of 130 mph when it struck land.
Along with the wind came a storm surge of 20 — 40 feet. The storm surge penetrated well up into the
County along the multitude of bays and rivers. A large portion of both Pensacola Beach and Perdido Key
was destroyed, thereby injuring the local tourism trade for the near future. The majority of homes in the
County received damage of some kind, while some homes were totally destroyed. The US Army Corps of
Engineers installed nearly 30,000 blue tarpaulins on Escambia County homes. Debris cleanup costs are
estimated to be about $200 million. The County will be reimbursed 90% of the cost by the Federal
Emergency Management Agency and 5% by the State of Florida, leaving the County responsible for 5%
of the cleanup costs. In addition, the County is still assessing the damage to the infrastructure and
working to estimate the costs associated with rebuilding. The community is continuing its rebuilding
efforts and this rebuilding effort will help the area’s economy through increased sales tax due to increased
purchases of building supplies and increased building permits revenue.
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Factors considered in preparing Escambia County’s budget for the 2005 fiscal year included:
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New challenges face the County following the effect of Hurricane Ivan on September 16, 2004.
Reductions are now projected in major revenue streams such as ad valorem taxes, Fire and
Santa Rosa Island MSBU assessments, tourist development taxes and Bob Sikes Toll revenue.

Less significant revenue impacts are expected in the Electric Franchise Fee and
Telecommunications Tax.

The County will rely on reserves to overcome potential shortfalls in the pledged revenues for
bond payments.

Residential building permit activity decreased 1.6% during fiscal year 2004 but will increase
dramatically in fiscal year 2005 due to the active rebuilding of the community following Hurricane
Ivan.

Interest rates for earnings are beginning to rise, but remain conservatively budgeted for revenue
purposes.

During the current fiscal year, unreserved fund balance in the general fund increased to $19,067,230. An
amount of $442,988 has been appropriated for spending in the 2005 fiscal year budget. Our healthy fund
balance did not indicate the need for an increase in the ad valorem tax rates in Escambia County
Government for fiscal year 2005.

Escambia County continues to review various service fees and charges to meet the ongoing needs of
infrastructure and services for County residents.

Requests for Information. This financial report is designed to provide a general overview of Escambia
County Government’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information may be addressed to the Clerk of the Circuit Court, Finance
Department, 223 Palafox Place, Pensacola, Florida 32502. The Clerk’'s office may also be contacted
through the Website address: www.clerk.co.escambia.fl.us.
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