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CHIEF FINANCIAL OFFICER
STATE OF FLORIDA

ALEX SINK

February 25, 2010

The Honorable Charlie Crist, Governor

The Honorable Jeff Atwater, President of the Senate

The Honorable Larry Cretul, Speaker of the House of Representatives
Citizens of the State of Florida

To Governor Crist, President Atwater, Speaker Cretul, and the Citizens of Florida:

I am pleased to submit the State of Florida’s Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June
30, 2009, 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.

Management assumes full responsibility for the completeness 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, 2009. 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

Florida’s constitution divides the governmental structure of the state into three independent branches. The Legislative Branch
has exclusive law-making power for the state. The Executive Branch, with the Governor as its chief, administers the laws
made by the Legislature. The Cabinet shares some executive power and responsibilities with the Governor. 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 full range of services to its citizens including education, health and
family services, transportation, law and corrections, natural resources, environmental, and other services.

The financial reporting entity of the state includes the primary government as well as component units for which the state is
either financially accountable or a relationship exists with the state such that exclusion would cause the financial statements to
be misleading or incomplete. 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 guiding principles 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.

DEPARTMENT OF FINANCIAL SERVICES
THE CAPITOL, TALLAHASSEE, FLORIDA 32399-0301 » (850) 413-2850 e TELECOPIER (850) 413-2950



The Honorable Charlie Crist, Governor

The Honorable Jeff Atwater, President of the Senate

The Honorable Larry Cretul, Speaker of the House of Representatives
Citizens of the State of Florida

February 25, 2010

Page Two

ECONOMIC CONDITION

Florida has been deeply affected by the national and global economic recessions. In a presentation dated December 22, 2009,
the Florida Legislature’s Office of Economic and Demographic Research (EDR) reported that Florida’s economic growth is
continuing to decline — albeit at a significantly slower pace than last year. EDR indicates that the state’s unemployment rate
had already reached a near historic level of 11.5 percent in December 2009, a level not anticipated until spring 2010. EDR also
indicates that employment conditions currently mirror the 1973-1975 recession, with Florida exceeding the national
unemployment rate of 10.0 percent. Negative population growth is compounding record unemployment numbers. Population
growth hovered between 2.0 percent and 2.6 percent per year from the mid-1990s to 2006, and then began a slow decline
before turning negative in 2008 for the first time since right after World War 1l. Over the forecast horizon, it is projected that
population growth will rebound slightly, averaging 1.1 percent between 2025 and 2030. EDR believes the continuing housing
market correction and still sluggish credit conditions will remain the predominant drags on Florida’s economy. EDR projects
that the economic decline in Florida is currently at its bottom and that the economy will begin a slow and protracted turning
around sometime in the third quarter of fiscal year 2009-10.

Several steps have been taken by the Florida Legislature to reduce state spending in light of constrained state revenues. In a
special session held in January 2009, which | recommended be called, the Florida Legislature reduced mid-year expenditures
for fiscal year 2008-09 to resolve a $2.3 billion deficit in the general revenue funds. Special Session A of 2009 also authorized
a transfer in the amount of $400 million from the Budget Stabilization Fund to support the state’s general revenue funds,
leaving the remaining balance of the Budget Stabilization Fund at $274 million after the transfer. Transfers in the amount of
$700 million from the Lawton Chiles Endowment Fund and $292 million from various trust funds were also authorized.
Additional actions were taken during the 2009 legislative session to further reduce expenditures and increase the funds flowing
into the state’s General Revenue Fund (a recurring impact of slightly over $1 billion in fiscal year 2009-10). Even with these
measures, the constitutionally required Long-Range Financial Outlook shows that the expected budget gap in fiscal year 2010-
11 could approach $2.6 billion.

The Long-Range Financial Outlook also identified the fiscal health 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.

Over three years, Florida expects to receive $15 billion from the Federal American Recovery and Reinvestment Act (ARRA)
of 2009. Although the federal ARRA funds will provide a short-term economic boost to Florida, state leaders must continue to
identify ways to reduce expenditures, increase efficiency, and better define a path for Florida’s long-term economic
sustainability, focused on diversification of the state’s economy.

ACKNOWLEDGEMENTS

Preparation of the CAFR requires a significant investment of time and resources of fiscal and accounting personnel throughout
the state. We appreciate all the contributions made to this effort.

Sincerely,

Wlere Lrk

Alex Sink
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AUDITOR GENERAL

STATE OF FLORIDA

G74 Claude Pepper Building
111 West Madison Street

Tallahassee, Florida 32399-1450
DAvID W. MARTIN, CPA PHONE: 850-488-5534

AUDITOR GENERAL 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

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
the State of Florida as of and for the year ended June 30, 2009, 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 37 percent and 7

percent, respectively, of the assets and revenues of the business-type activities.

¢ The Florida Turnpike System, which represents 93 percent and 84 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 26 percent and 16 percent,

respectively, of the assets and revenues of the business-type activities.

¢ The College Savings Plan, which represents 8 percent and 2 percent, respectively, of the assets and additions
of the Private Purpose Trust Fund.

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

¢ The Florida Finance Housing Corporation, the South Florida Water Management District, 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 42 percent, respectively, of the

assets and revenues of the discretely presented component units.

Financial statements for the above 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 Aunditing 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 previously
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 the State of Florida, as of June 30, 2009, 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 Government Auditing Standards, we have also issued our report, dated February 25, 2010, 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, Compliance and Internal Controls Over Financial Reporting and Federal Awards.

As discussed in Note 1 I. to the financial statements, effective July 1, 2008, the State began reporting the Lawton
Chiles Endowment Trust Fund as a part of the General Fund (governmental fund type). It had been previously
reported as a permanent fund (governmental fund type). Also, as discussed in Note 1 1., the Division of Universities
— Capital Improvement Fee Trust Fund, previously reported within the Public Education Fund, has been reclassified

as an agency fund. Note 1 L. also discloses a change in the reporting of the Florida Hurricane Catastrophe Fund.

The accompanying management discussion and analysis on pages 12 through 17 and the budgetary information,
pension trust fund information, and information on infrastructure using the modified approach on pages 132 through
143 are not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We and the other auditors have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it. As a result of the limited procedures performed, we believe that the amounts reported on page 141 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 statements. The supplementary information - introductory section on pages 6 through 8,
combining statements and individual fund statements and schedules on pages 147 through 227, and the statistical
section on pages 231 through 259, are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The combining statements and individual fund statements and schedules have been
subjected to the auditing procedures applied by us and the other auditors in the audit of the basic financial statements
and, in our opinion, based on our audit and the reports of other auditors, 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,

SLC ) A

David W. Martin, CPA
February 25, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The information contained in the Management’s Discussion 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, 2009 (fiscal year 2008-09). 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:

Government-wide Financial Statements
Government-wide financial statements 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 government-wide financial statements. 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.

Scope

Required
financial
statements

Accounting
basis and
measurement
focus

Type of
asset/liability
information

Type of
inflow/outflow
information

Table 1: Major Features of the Basic Financial Statements

Government-wide
Financial Statements

Fund Financial Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Entire state government
(except fiduciary funds) and
the state’s component units

Activities of the state that
are not proprietary or
fiduciary

Activities of the state that
are operated similar to
private businesses

Instances in which the state
is the trustee or agent for
someone else’s resources

e Statement of net assets
e Statement of activities

Balance sheet
Statement of revenues,
expenditures, and
changes in fund
balances

o Statement of net assets

o Statement of revenues,
expenses, and changes in
net assets

o Statement of cash flows

e Statement of fiduciary
net assets

e Statement of changes in
fiduciary net assets

Accrual accounting and
economic resources focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting and
economic resources focus

Accrual accounting and
economic resources focus

All assets and liabilities,
both financial and capital,
and short-term and long-
term

Only assets expected to be
used up and liabilities that
come due during the year
or soon thereafter; no
capital assets included

All assets and liabilities,
both financial and capital,
and short-term and long-
term

All assets and liabilities,
both short-term and long-
term

All revenues and expenses
during the year, regardless
of when cash is received or
paid

e Revenues for which
cash is received during
or soon after the end of
the year

e Expenditures when
goods or services have
been received and
payment is due during
the year or soon
thereafter

All revenues and expenses
during the year, regardless of
when cash is received or
paid

All revenues and expenses
during the year, regardless
of when cash is received or
paid

12




2009 STATE OF FLORIDA CAFR

Condensed Government-wide Financial Statements and Overall Financial Analysis

Statement of Net Assets

Table 2 below presents the state’s Condensed Statement of Net Assets as of June 30, 2009, and 2008, 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 $47.1 billion for governmental activities and by $7.7 billion for business-type activities, for a combined total of $54.8
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 $59.5 billion as of June 30, 2009, 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 $10.3 billion as of June 30, 2009. Restricted net assets represent resources that are subject to external restrictions,
constitutional provisions, or enabling legislation on how they can be used.

Governmental activities reflect a negative or deficit unrestricted net asset balance of $15.2 billion at June 30, 2009. 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 $279 million at June 30, 2009. The decrease 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
2009 2008 2009 2008 2009 2008
Current and other assets $ 20,863 $ 26,559 $ 22,261 $ 27,225 $ 43,124 $ 53,784
Capital assets, net 57,977 55,689 7,476 6,930 65,453 62,619
Total assets 78,840 82,248 29,737 34,155 108,577 116,403
Other liabilities 8,941 10,436 6,094 9,802 15,035 20,238
Noncurrent liabilities 22,775 21,537 15,934 15,498 38,709 37,035
Total liabilities 31,716 31,973 22,028 25,300 53,744 57,273
Net assets:
Invested in capital assets,
net of related debt 54,585 51,938 4,930 4,361 59,515 56,299
Restricted 7,782 10,334 2,500 3,872 10,282 14,206
Unrestricted (15,243) (11,997) 279 622 (14,964) (11,375)
Total net assets $ 47124 $50275 $ 7,709 $ 8855 $54,833 $ 59130
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2009 STATE OF FLORIDA CAFR

Statement of Activities

Table 3 presents the state’s Condensed Statement of Activities for fiscal year 2008-09 and fiscal year 2007-08, 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 decreased during the fiscal year by $4.6 billion.
The net assets of governmental activities decreased by $3.6 billion and the net assets of business-type activities decreased by
$.98 billion (see Note 1.J. for explanation of prior period adjustments). The majority of the increase in total program expenses
for business-type activities relates to an increase in benefits paid for unemployment compensation. Refer to the Major Fund
Analysis section for information regarding the overall decline 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 Activities Government
2009 2008 2009 2008 2009 2008

Revenues
Program revenues

Charges for services $ 6191 $ 5806 $ 7946 $ 9,298 $ 14,137 $ 15,104

Operating grants and contributions 20,165 17,501 1,665 29 21,830 17,530

Capital grants and contributions 1,987 2,145 1 4 1,988 2,149
Total program revenues 28,343 25,452 9,612 9,331 37,955 34,783
General revenues and payments

Sales and use tax 17,278 19,716 ... ... 17,278 19,716

Other taxes 10,278 12,015 ... .. 10,278 12,015

Investment earnings (loss) (291) 579 2 11 (289) 590

Emergency assessments ... ... 337 357 337 357
Total general revenues and

payments 27,265 32,310 339 368 27,604 32,678
Total revenues 55,608 57,762 9,951 9,699 65,559 67,461
Program expenses

General government 6,879 7493 ... L 6,879 7,493

Education 18,722 20,460 ... .. 18,722 20,460

Human services 23,988 21,71 ... L 23,988 21,715

Criminal justice and corrections 4,037 4296 ... 4,037 4,296

Natural resources and environment 2,614 2,750 . L 2,614 2,750

Transportation 3,851 4,098 402 446 4,253 4,544

State courts 427 464 . L 427 464

Lottery L . 2,765 2,987 2,765 2,987

Hurricane Catastrophe Fund ... ... 677 1,045 677 1,045

Prepaid College Program ... .. 1,037 1,302 1,037 1,302

Unemployment Compensation ... ... 4,308 1,442 4,308 1,442

Nonmajor enterprise funds ... .. 267 212 267 212

Indirect interest on long-term debt 16 2 L 16 12
Total program expenses 60,534 61,288 9,456 7,434 69,990 68,722

Excess (deficiency) before

gain (loss) and transfers (4,926) (3,526) 495 2,265 (4,431) (1,261)
Gain (loss) on sale of capital assets (127) (108) 2 (6) (129) (114)
Transfers 1,470 1,378 (1,470) (,37¢) ... ..
Change in net assets (3,583) (2,256) (977) 881 (4,560) (1,375)
Beginning net assets 50,275 52,506 8,855 7,976 59,130 60,482
Prior period adjustments 432 25 (169) (2) 263 23
Ending net assets $ 47,124 $ 50275 $ 7,709 $ 8,855 $ 54,833 $ 59,130
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Major Fund Analysis
Governmental Funds

The state’s governmental funds report combined ending fund balance of $12.1 billion at June 30, 2009, a $4.4 billion or 27.2
percent decrease from the prior year (before effects of prior period adjustments). Revenues declined by $2.4 billion or 4.2
percent, other financing sources declined by $477 million or 12.0 percent and expenditures declined by $2 billion or 3.0
percent. Declines in revenue and other financing sources were primarily a result of the effects of the national and global
economic recessions. Expenditure decreases resulted from spending cuts passed by the state legislature to offset expected
revenue declines. Revenue declines exceeded forecast so funding of planned expenditures caused a decline in combined total
assets of $5.8 billion or 21.9 percent. The most notable was a $4.4 billion or 28.4 percent decline in cash and short term
investments pooled with the state treasury. Information is provided below regarding major funds with significant variances
relative to the prior year.

General Fund — Fund balance at June 30, 2009, totaled $3.4 billion, a decrease of $2.9 billion or 71.8 percent (before effects
of prior period adjustments — see Note 1.J. for explanation). Revenues decreased $4.5 billion or 15.7 percent predominantly
due to reduced tax collections. Tax revenue sources with the most significant declines were sales and use tax, corporate
income taxes, and documentary stamp taxes. Conditions surrounding declines in tax revenues are described in the Economic
Factors section that follows. Expenditures declined $4 billion or 13.6 percent from the prior year. Significant reductions
were made in the following areas: general government - $1.1 billion, education - $1.6 billion, and human services - $1.2
billion. See the Economic Factors section for more information regarding actions relating to maintenance of the fund
balance for this fund.

Public Education — Fund balance at June 30, 2009, totaled $894 million, a decrease of $567 million or 39.0 percent (before
the effects of prior period adjustments — see Note 1.J. for explanation). Expenditures exceeding revenues by $2.04 billion,
offset by other financing sources of $1.47 billion, resulted in the consumption of $567 million of the beginning fund balance.

Environment, Recreation and Conservation — Fund balance at June 30, 2009, totaled $2.5 billion, a decrease of $364 million
or 12.5 percent. Approximately one-third of the decrease ($118.8 million) resulted from transfers to the State’s General
Revenue Fund. The remainder of the decrease resulted from the use of beginning fund balance to cover an excess of
expenditures over revenues ($560 million).

Transportation — Fund balance at June 30, 2009, totaled $1.1 billion, a decrease of $618 million or 39.6 percent (before the

effects of prior period adjustments — see Note 1.J for explanation). Expenditures exceeding revenues by $886 million, offset
by other financing sources of $268 million, resulted in the $618 million decrease in ending fund balance.

Proprietary Funds

The state’s proprietary funds report combined ending net assets of $7.7 billion at June 30, 2009, of which $4.9 billion is
invested in capital assets, net of related debt, and $2.5 billion is restricted for specific purposes. The remaining $279 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, 2009, totaled $1.7 billion, an increase of approximately $892 million
or 95.4 percent (before effects of prior period adjustments — see Note 1.J. for explanation). 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, 2009, totaled $345 million, a decrease of $382 million or 52.5 percent.
Revenues decreased $534 million or 44.9 percent primarily due to a $458 million or 72.9 percent decrease in interest income.
Expenses decreased $265 million or 20.4 percent due to decreases in interest and fiscal charges of $121 million and in
contractual services of $145 million.

Unemployment Compensation — Net assets at June 30, 2009, totaled $63 million, a decrease of $1.7 billion or 87.6 percent
(before effects of prior period adjustments — see Note 1.J. for explanation). Expenses increased by $2.9 billion or 199.0
percent while revenues increased by only $1.4 billion or 126.0 percent. The increase in expense is due to a significant
increase in benefit payments relative to the prior year. Revenues increased due to receipt of additional federal funds up from
$28 million in the prior year to $1.7 billion. See the Economic Factors section for information on the state’s unemployment
rate and the economic situation surrounding the increase in unemployment benefits paid. See Note 18 to the financial
statements for information on federal funding provided after June 30, 2009.
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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 $3.6 billion decrease between the
original and final estimated tax revenues associated with the overall economic decline experienced in the current year. Because
of the lower estimated revenues, final budgeted total expenditures decreased by $3.8 billion 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, 2009, the state reported $58.0 billion in net capital assets for governmental activities and $7.5 billion in net capital
assets for business-type activities. Net capital assets for governmental and business-type activities increased from fiscal year
2007-08 to fiscal year 2008-09 by approximately four percent. The increase is consistent with prior years and primarily due to
land acquisition and the capitalization of construction costs for infrastructure projects. Capitalized infrastructure 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 $5.9 billion. Construction commitments by other state
agencies not relating to transportation increased over $101 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 decreased by $1.6 billion, or approximately five percent, from the prior fiscal year to a total of
$27.8 billion at June 30, 2009. The majority of the outstanding debt serves to finance educational facilities ($14.6 billion), the
Florida Hurricane Catastrophe Fund ($5.2 billion) and transportation infrastructure ($4.4 billion). New bonded debt issues for
20009 totaled $2.6 billion. Annual debt service payments on net tax-supported debt totaled $2.0 billion for 2009, an increase of
$160 million from the prior year. Annual debt service payments are projected to increase by 20 percent from $2.0 billion to
$2.4 billion over the next four years.

The state maintained its credit ratings during the past year. However, there were several rating actions taken during the year,
both positive and negative. Moody’s Investors Services placed the state’s rating on the Watchlist for possible downgrade, then
removed the state from the Watchlist following the prudent actions taken by the Legislature in developing the 2010 budget.
Standard & Poor’s changed its rating outlook from stable to negative. The Fitch rating has not changed but the outlook was
revised to negative from stable. The benchmark debt ratio of debt service to revenues available to pay debt service now exceeds
a 7 percent target limit established by the Legislature. The increase of this ratio from 6.38 percent at June 30, 2008, to 7.91
percent at June 30, 2009, is due to the unprecedented reduction in revenue collections in Fiscal Year 2009. The benchmark
ratio is projected to exceed a 7 percent cap through 2013 based on current revenue projections and existing borrowing plans.
The expected ratios are dependent upon realization of revenue growth projections.

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 2009 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.
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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
condition levels are being maintained. The condition assessments performed during fiscal year 2008-09 show that the
roadways and bridges of the State Highway System are being maintained at or near FDOT standards. These condition
assessments were consistent with condition assessments conducted 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 revenues for the fiscal year ended June 30, 2009, were 14.0 percent lower than the prior fiscal year. Sales tax
revenues, the state’s primary source of general revenue, contracted 10.8 percent. This is primarily due to downward trends in
consumer confidence, losses in employment, the credit market freeze, and feedback effects from the global and national
recessions. Although Florida’s housing market adjustments reflect national trends, the market has proven more vulnerable to
the real estate market downturn due to the decrease in demand for second homes and the drop in speculative investment
activity from the heightened levels of the “boom” years. Total collections of documentary stamp taxes, which largely result
from sales of real estate, declined significantly (a decrease of 42.6 percent) compared to the prior fiscal year. Through the end
of the state fiscal year, all major sources of general fund revenues (such as corporate income taxes) were negative in
comparison to the previous fiscal year with the notable exceptions of Tobacco-related taxes and highway safety licenses &
fees, which were nearly flat. Article V fees showed significant positive gains, but they were attributable to the enactment of
Chapter 2008-111, Laws of Florida, which provided for an increase in many existing fees and the establishment of some new
fees.

Population growth, the historical driver of Florida’s economy, has been stunted by net migration falling below zero. State
demographers do not expect net migration to turn positive again until fiscal year 2010-11. As of December 2009, the state’s
unemployment rate was 11.5 percent versus a national unemployment rate of 10.0 percent. Personal income growth was
negative over the fiscal year, and the median price for existing single family homes fell 26.1 percent.

The most recent projections by state economists indicate that general revenue collections for the fiscal year ending June 30,
2010 will be virtually flat to last year, ending three years of declining receipts. The latest General Revenue Outlook shows that
there will be $1.05 billion in unallocated general revenue at the end of the fiscal year. The remaining balance in the Budget
Stabilization Fund is $274 million at the date of this report. Repayment of the funds previously lent to the General Revenue
Fund ($1.07 billion) is scheduled to begin in FY 2011-12.

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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2009 STATE OF FLORIDA CAFR

STATEMENT OF NET ASSETS
JUNE 30, 2009
(in thousands)

Primary Government

Governmental Business-type Component
Activities Activities Totals Units
ASSETS
Cash and cash equivalents $ 165971 % 35014 $ 200985 $ 5,975,351
Pooled investments with State Treasury 11,656,168 1,181,226 12,837,394 2,362,070
Other investments 1,544,621 16,982,953 18,527,574 12,165,443
Receivables, net 3,979,276 876,435 4,855,711 2,138,311
Internal balances 403,441 (403,441 .
Due from component units/primary 3,530 1,165 4,695 1,576,717
Inventories 78,756 6,057 84,813 42,770
Restricted cash and cash equivalents .. 14 14 333,872
Restricted pooled investments with State Treasury ... 50,590 50,590 362,220
Restricted investments . 2,106,685 2,106,685 1,353,333
Advances to other entities 252577 Ll 252,577 ..l
Loans and notes receivable, net 2,769,580 1,384,903 4,154,483 3,616,595
Other assets 9,708 38,634 48,342 634,645
Capital assets, net 57,976,861 7,476,375 65,453,236 19,408,107
Total assets 78,840,489 29,736,610 108,577,099 49,969,434
LIABILITIES
Accounts payable and accrued liabilities 3,609,078 1,126,712 4,735,790 3,083,599
Due to component units/primary 46,487 15 46,502 234,685
Deferred revenue L e 1,977,879
Obligations under security lending agreements 2,273,082 3,319,020 5,592,102 ...
Obligations under reverse repurchase agreements 809,752 50,287 860,039 ...
Long-term liabilities
Due within one year 2,202,989 1,598,225 3,801,214 2,238,097
Due in more than one year 22,774,808 15,933,626 38,708,434 10,374,416
Total liabilities 31,716,196 22,027,885 53,744,081 17,908,676
NET ASSETS
Invested in capital assets, net of related debt 54,585,016 4,929,637 59,514,653 15,991,594
Restricted for
Environment, Recreation and Conservation 2563254 L. 2563254 L.
Public Education 1,223,164 .. 1,223,164 ...
Health and Family Services 835026 ... 835026 ...
Transportation 1,131641 L. 1,131641 L.
Nonmajor governmental funds 1,886,160 ... 1,886,160 ...
Debt service 142933 L. 142,933 57,167
Lottery 120,944 120944 ..
Prepaid College Program . 345,340 345340 L
Hurricane Catastrophe Fund ... 1,749,163 1,749,163 ...
Unemployment Compensation .. 63,026 63,026 ...
Other 221,745 221,745 2,194,268
Funds held for permanent endowment
Expendable L 2,024,730
Nonexpendable L 2,913,394
Unrestricted (15,242,901) 278,870 (14,964,031) 8,879,605
Total net assets $ 47124293 % 7,708,725 $ 54,833,018 $ 32,060,758

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

(in thousands)

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary government
Governmental activities:
General government $ 6,878903 $ 3411639 $ 801,678 $ 60 $ (2,665,526)
Education 18,722,159 133,346 2,626,306 453 (15,962,054)
Human services 23,988,006 1,629,514 15,678,765 ... (6,679,727)
Criminal justice and corrections 4,037,197 293,457 121,159 726 (3,621,855)
Natural resources and environment 2,614,491 346,240 769,139 71,395 (1,427,717)
Transportation 3,850,791 333,953 166,096 1,913,945 (1,436,797)
State courts 426,639 43,385 183 .. (381,401)
Indirect interest on long-term debt 15586 .. (15,586)
Total governmental activities 60,533,772 6,191,534 20,164,996 1,986,579 (32,190,663)
Business-type activities:
Transportation 402,235 747,347 722 659 346,493
Lottery 2,765,729 4,017,816 ... 1,252,087
Hurricane Catastrophe Fund 676,970 1,242,072 ... . 565,102
Prepaid College Program 1,037,026 654688 ... L (382,338)
Unemployment Compensation 4,307,809 931,516 1,664,704 ... (1,711,589)
Nonmajor enterprise funds 267,722 352,554 5 .. 84,837
Total business-type activities 9,457,491 7,945,993 1,665,431 659 154,592
Total primary government $ 69,991,263 $ 14,137,527 $ 21,830,427 $ 1,987,238 $ (32,036,071)
Component units
Florida Housing Finance Corporation $ 436479 $ 336,189 $ ... $ $  (100,290)
University of Florida 4,800,001 2,564,462 1,249,427 96,212 (889,900)
Citizens Property Insurance Corporation 1,630,624 2,256,628 ... . 626,004
Nonmajor component units 9,537,580 2,418,058 2,807,367 1,519,586 (2,792,569)
Total component units $ 16,404,684 $ 7575337 $ 4,056,794 $ 1615798 $ (3,156,755)
Primary Government
Governmental Business-type Component
Activities Activities Total Units
Net (expense) revenue $ (32,190,663) $ 154592  $(32,036,071) $ (3,156,755)
General revenues:
Taxes
Sales and use tax 17,277989 ... 17,277,989 ..
Fuel taxes 2,495280 ... 2,495280 ...
Corporate income tax 1,698,356 ... 1,698,356 ...
Documentary stamp tax 1,104,758 .. 1,104,758 ...
Intangible personal property tax 197,391 ... 197,391 ...
Communications service tax 1,541,548 ... 1541548 ...
Beverage and tobacco taxes 1,063,483 ... 1,063,483 ...
Insurance premium tax 846,851 ... 846,851 ...
Gross receipts utilities tax 662,009 ... 662,009 ..
Property taxes L 955,051
Other taxes 668,137 ... 668,137 ...
Investment earning (loss) (290,686) 2,055 (288,631) (723,328)
Gain (loss) on sale of capital assets (126,527) (1,694) (128,221) (8,863)
Payments from the State of Floridka . L 3,402,589
Emergency assessments . 336,963 336,963 ...
Miscellaneous L 670,054
Transfers 1,469,607 (1,469,607) ... L
Contributions to permanent funds e 67,808
Total general revenues, transfers and contributions 28,608,246 (1,132,283) 27,475,963 4,363,311
Changes in net assets (3,582,417) (977,691) (4,560,108) 1,206,556
Net assets - beginning 50,274,594 8,855,290 59,129,884 30,790,608
Adjustments to increase (decrease) beginning net assets 432,116 (168,874) 263,242 63,594
Net assets - ending $ 47,124,293 $ 7,708,725 $ 54,833,018 $ 32,060,758

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 147.
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