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A MESSAGE FROM THE CHIEF FINANCIAL OFFICER

March 24, 2003

The Honorable Jeb Bush, Governor

President of the Senate Jim King, Jr.

Speaker of the House of Representatives Johnnie Byrd
Citizens of the State of Florida

| am pleased to submit the Florida Citizens’ Report for the fiscal year ended June 30, 2002.
In an easy-to-understand format, this report presents the State’s relevant financial, statistical
and economic data selected from the more detailed Comprehensive Annual Financial Report
(CAFR). It also offers the public insight into how government works and presents a snapshot
of our State’s financial condition.

In prior years, this report, along with the CAFR, was compiled by the Office of the Comptroller. This year, as Chief
Financial Officer, | have assumed this responsibility. Special appreciation is extended to General Robert F. Milligan,
former State Comptroller, for his leadership while head of the Department of Banking and Finance.

In 1998, Florida voters approved a constitutional amendment, which merged the constitutional responsibilities of
Comptroller and Treasurer into one elected cabinet position, Chief Financial Officer. With financial industries such as
banking and insurance, now combining many of their products and services, the new Department of Financial Services
brings oversight of these industries in Florida under one umbrella. As Chief Financial Officer, | am also responsible
for overseeing the State’s accounting and auditing functions through efficient business practices, state-of-the-art
technology, and electronic commerce.

The greater efficiency achieved by our improved governmental operations saves taxpayers’ dollars and provides a
useful integration of all our services for consumers, industry, and government. | hope you find this report informative
and | welcome your suggestions.

Sincerely,
Tom Gallagher
Chief Financial Officer

Readers may obtain a copy of the CAFR by contacting the Department of Financial Services (see page 1 of this
report) or online at http://www.dbf.state.fl.us/aadir/cafrgateway.html. The Florida Citizens’ Report is also available on
this website.
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DEPARTMENT OF FINANCIAL SERVICES HOTLINES

Get Lean Line

1-800-GET LEAN (438-5326) answers calls from 8:30 a.m. to 4:30 p.m., about waste, fraud and abuse in State
government, and accepts suggestions on how the State can save money. You can leave a message during
non-working hours. Callers can remain anonymous. Names are kept confidential, when given.

Office of Financial Institutions and Regulation Consumer Hotline

1-800-342-2762 (Florida only) takes questions and complaints from 8:30 a.m. to 4:30 p.m., Monday through
Friday on businesses regulated by the Divisions of Banking, Finance, and Securities, and on matters of inves-
tigatory interest to the Office of Financial Investigations. It also takes questions and complaints about regula-
tion of cemeteries in the State or “pre-need” requirements.

Unclaimed Property (The Great Florida Treasure Hunt)
1-888-258-2253 allows callers to determine if the State is holding money or other property on their behalf. Out
of state callers should call (850) 410-9253. Website: http://www.FLtreasurehunt.org

Note: Hearing impaired citizens can call the department’s TDD line at (800) 640-0886.

The State of Florida website provides links to all Florida state agencies, committees, commissions, and
other organizations. In addition, the site also includes links to city and county governments in Florida.
Website address: http://www.myflorida.com
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GOVERNMENTAL STRUCTURE OF THE STATE

Florida’s constitution divides the governmental structure of the State into three separate 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.

ORGANIZATIONAL CHART AT JUNE 30, 2002

| THE ELECTORATE OF FLORIDA
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Jeb Bush, Governor
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Charles H. Bronson, Commissioner of Agriculture
Charlie Crist, Commissioner of Education
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ACCOUNTING SYSTEM AND BUDGETARY CONTROL

The Florida Financial Management Information System Act requires the design and implementation of a unified
management information system, which contains five subsystems. One of the five subsystems designated by the
Legislature is the Florida Accounting Information Resource (FLAIR) Subsystem. The Department of Financial Services
is responsible for the design, implementation, and operation of FLAIR. FLAIR is a computer-based, double entry
general ledger accounting system. Internal accounting controls are in place to provide reasonable assurance regarding
the safeguarding of assets and reliability of financial records for the preparation of financial statements and maintaining
accountability.

While the departmental component of FLAIR provides agency management with a budgetary check mechanism, the

central component (also a part of FLAIR) maintains a separate accounting system on the cash basis for the control of
budget by line item of the appropriations act. Florida law strictly prohibits overspending.

CASH MANAGEMENT AND INVESTMENT

All moneys received by any state agency must be deposited in the INVESTMENTS
State Treasury, unless specifically exempted. Receipts in any fund June 30 2002
may be by direct deposit or by transfer from another fund. The Chief : ’
Financial Officer approves disbursements from the State Treasury upon (in thousands)
request of the agency authorized to make the expenditure. Moneys
being held in the State Treasury are invested in various security |State Treasury Holdings $ 18,975,673
instruments. The State Board of Administration has the investing |Other Investments 138,664,459
responsibility for members of the Florida Retirement System and state Total $ 157,640,132
and local governments.

DEBTADMINISTRATION

Florida maintains a high bond rating from Moody’s Investors Services
(Aa2), Standard and Poor’s Corporation (AA+), and Fitch, Inc. (AA)
on all state general obligation bonds. Bonds are issued to finance

OUTSTANDING BONDS
June 30, 2002

various projects. Public Education Bonds are issued to finance (in thousands)

capital outlay projects of local school districts, community colleges,

vocational technical schools, and state universities. Preservation [Public Education Bonds $ 7,677,700
2000 Bom:.!s are issued to pay the cost of apquiring lands and related | pragervation 2000 Bonds 2,039,295
resources in furtherance of outdoor recreation and natural resources Toll Eacilities Bond 1799.415
conservation. Toll Facilities Bonds are issued to provide ol Faciiies .on s R
construction funds for roads and bridges. Lottery Education Bonds |Lottery Education Bonds 1,527,465
are issued to finance all or a portion of the costs of various local |Road and Bridge Bonds 1,278,695
schoolddistrict eld(lchatiofnaI facI:,ti_Iities.]c tl:oa;[ z:nd BridgedBontdsfareI SBE Capital Outlay Bonds 942,970
secured by a pledge of a portion of the State-assessed motor fue .

tax revenues, discretionary sales tax levied by the City of Florida Forever Bonds 460,595
Jacksonville, and by a pledge of the full faith and credit of the State. ~ [Other Bonds 666,914
State Board of Education (SBE) Capital Outlay Bonds are issued Total $ 16,393,049

to finance capital outlay projects of school districts and community
colleges. 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 for the
purposes of restoration, conservation, recreation, water resource development, or historical preservation. Other
Bonds include Inland Protection Bonds, Conservation and Recreation Lands Bonds, Save Our Coast Bonds, Pollution
Control Bonds, Investment Restoration Bonds, Water Pollution Control Bonds, and Florida Facilities Pool Bonds.

TOBACCOLITIGATION SETTLEMENT

Florida’s 1997 tobacco settlement is expected to generate approximately $13 billion over the initial 25-year period. As
of June 30, 2002, the State has received approximately $3.3 billion from the settlement. The settlement anticipates
that the State will use the funds for children’s health care coverage and other health-related services. Settlement
funds are also used for mandated improvements in state enforcement efforts regarding the reduction of sales of

tobacco products to minors. ﬁ
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FINANCIAL POSITION

The Statement of Net Assets presents the financial position of the State at June 30, 2002. This statement includes all
governmental and business-type activities of the primary government. Governmental activities are typically supported
by taxes; whereas, business-type activities are generally supported by fees or charges.

Current assets consist mainly of cash and cash equivalents, the short term portion of investments and receivables,
and inventories. Over 80% of the noncurrent assets consists of capital assets, with the remaining noncurrent assets
comprising the long term portion of investments and receivables.

Current liabilities consist mainly of accounts payable, construction contracts, accrued salaries and wages, and other
short term obligations. Over 75% of the noncurrent liabilites consists of bonds payable, with the remaining noncurrent
liabilities comprising claims payable, accrued lottery prize liability, and other long term obligations.

STATEMENT OF NET ASSETS Construction CAPITAL ASSET COMPOSITION
Primary Government Work in
June 30, 2002 Progress Land
(in thousands) 10% 25%
Assets Buildings and
Current $ 18,212,722 Equipment
Noncurrent 56,865,153 1%
Total assets 75,077,875
Liabilities
Current 9,664,012
State
Noncurrent 20,868,414 Highway
Total liabilities 30,532,426 System
Net assets $ 44,545,449 54%

#
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The winner of the Florida Commemorative Quarter design, “Gateway to
Discovery”, is designed by Ralph Butler of Bayonet Point. The design
incorporates a 16th-century Spanish galleon and a space shuttle. A strip
of land with sabal palm trees is also depicted. The coin includes the
inscrpition “GATEWAY TO DISCOVERY”.

This design will be submitted to the United States Mint for circulation.
The Mint issued the first five state quarters under the Fifty State Quarters
Program in 1999, and will continue to issue five quarters every year in
the order which states ratified the Constitution or were admitted into the
Union. In 1845, Florida became the 27th state to be admitted to the Union.
Each quarter’s reverse side will celebrate one of the 50 states with a
design honoring its unique history, traditions, and symbols.

The Mint is expected to circulate the Florida quarter in spring 2004. For
more information, access: http://www.myflorida.com.
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STATE FUNDS

Section 215.32(1), Florida Statutes, created the following state funds to account for moneys received by the State:

General Revenue Fund

The General Revenue Fund consists of all moneys received by the State from every source, except moneys deposited
into trust funds, the Working Capital Fund, and the Budget Stabilization Fund. About 45 percent of all taxes, licenses,
fees, and other operating receipts are credited to the General Revenue Fund.

Trust Funds

Trust funds consist of receipts that are earmarked for a specific purpose, either by general law, the Constitution, or a
trust agreement. Each receipt is credited to the accounts which make up the trust funds.

Working Capital Fund

The Working Capital Fund consists of funds available in the General Revenue Fund which are not needed for
appropriations. The Working Capital Fund serves as a reserve fund to offset unanticipated expenditures, such as
spending on emergencies. At June 30, 2002, the balance in the Working Capital Fund was $304 million.

Budget Stabilization Fund

The Budget Stabilization Fund must be maintained at not less than 5 percent of the previous year's General Revenue
net collections. Moneys in the fund may only be used to cover revenue shortfalls in the General Revenue Fund and
for emergencies as defined by law. Expenditures from the

fund must be restored in equal installments in each of the five
succeeding fiscal years unless other repayment schedules are
established by the Legislature. At June 30, 2002, the balance
in the Budget Stabilization Fund was $941 million.

FLORIDA PANTHER
THE FLORIDA STATE ANIMAL

The Florida Panther was chosen as the Florida State
Animal in 1982. The panther has been protected from
legal hunting in Florida since 1958. It has been on the
federal endangered species list since 1967 and on the
State’s endangered list since 1973.

For additional information on Florida Symbols, access
Department of State’s website (http://dhr.dos.state.fl.us/

symbols).

Photo provided by: State Library of Florida
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CASHRECEIPTS AND DISBURSEMENTS

Cash receipts in the following statement represent actual deposits to the State Treasury from sources outside of the
State Treasury. Cash disbursements represent actual disbursements to sources outside of the State Treasury. The
General Revenue Fund and the trust funds are combined to clearly present actual cash received and disbursed. This
statement does not show the receipts and disbursements of moneys between funds maintained in the State Treasury.

Cash Receipts to the State Treasury Percent of
For the Fiscal Year Ended June 30 Total Cash
(in thousands) Receipts
2002 2001 2002 2001
Taxes $ 26,491,411 $ 25,003,374 49 49
Federal Grants 13,405,457 11,523,633 25 22
Fees 2,626,811 2,447,819 5 5
Pension and Employee Contributions 2,011,233 3,364,894 4 7
Collections on Behalf of Local Governments 1,614,032 1,637,405 3 3
Bond Proceeds 1,416,108 914,743 3 2
Sales of Goods and Services 1,322,476 1,360,110 2 3
Licenses 1,223,577 1,101,587 2 2
Non-Federal Grants 1,083,271 456,098 2 1
Tobacco Settlement Installments 765,678 743,287 1 2
Interest 739,008 941,874 1 2
Additional Sources of Revenue 618,348 724,181 1 1
Net Sales Over Purchases of Investments 576,166 175,963 1 -
Fines, Forfeitures and Judgements 286,288 205,406 1 -
Unclaimed Property Receipts 157,786 153,392 - -
Medicaid Recoveries 134,575 700,869 - 1
Child Support Collections 134,572 117,059 - -
Total Cash Deposits $ 54,606,797 $ 51,571,694 100 100
Cash Disbursements from the State Treasury Percent of
For the Fiscal Year Ended June 30 Total Cash
(in thousands) Disbursements
2002 2001 2002 2001

Public Assistance and Health * $ 13,133,723 $ 11,588,449 24 22
Education * 12,031,221 11,997,205 22 23
Salaries and Benefits 6,119,351 7,023,550 12 13
Capital Outlay 4,493,427 3,952,801 8 8
Funds Returned to Local Governments 4,449,518 2,033,059 8 4
General Disbursements 3,488,530 3,514,118 7 7
Pension Benefits for State and Local Retirees 2,795,203 2,573,465 5 5
Public Safety * 2,149,147 2,062,508 4 4
Grants and Aid to Local Governments and

Non-Profit Organizations 1,641,960 3,339,722 3 6
Unemployment and Workers' Compensation

Benefits 1,378,619 1,019,452 3 2
Debt Service 1,187,373 1,153,147 2 2
University Disbursements * 611,510 677,706 1 1
Costs Associated with Natural Disasters* 223,840 231,633 1 -
Environmental Protection * 179,739 264,384 - 1
Additional Disbursements 125,230 944,115 - 2
Child Support Enforcement Payments 123,860 109,549 -
Total Cash Disbursements $ 54,132,251 $ 52,484,863 100 100

*These disbursement categories do not duplicate specifically-identified categories already listed, such as Salaries and Benefits,
Capital Outlay, Grants and Aid to Local Governments and Non-Profit Organizations, etc.
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CHANGE IN CASH IN THE STATE TREASURY

The following statement shows the change in cash in the State Treasury. Pursuant to Section 18.10(1), Florida
Statutes, the State Treasurer is required to invest all deposits in the State Treasury to maximize earnings and benefits
for the State.

Change in Cash in the State Treasury
For the Fiscal Year Ended June 30
(in thousands)

2002 2001
Cash in the State Treasury at July 1 $ 12,731,712 $ 13,644,881
Cash Deposits to the State Treasury 54,606,797 51,571,694
Cash Disbursements from the State Treasury (54,132,251) (52,484,863)
Cash in the State Treasury at June 30 $ 13,206,258 $ 12,731,712
TAX REVENUES

Florida levies neither a personal income tax nor an ad valorem tax on real or tangible personal property. Taxes are,
however, the principal means of financing state operations. For the fiscal year ended June 30, 2002, sales and use
taxes represent 59% of total taxes collected.

Tax Revenues (Cash Basis)
For the Fiscal Year Ended June 30
(in thousands)

2002 2001

Sales and Use Taxes $ 15,582,648 $ 15,782,401
Gasoline, Fuels, and Motor Oils Taxes 1,874,576 1,773,579
Documentary Stamp Taxes 1,572,526 1,313,148
Communications Service Tax (1) 1,339,645 -
Corporate Income Taxes 1,218,628 1,344,504
Alcohol and Tobacco Taxes 993,987 988,262
Unemployment, Workers' Compensation

and Special Disability Taxes 916,005 787,182
Intangibles Taxes 784,565 718,627
Estate Taxes 751,294 767,142
Gross Receipts Utility Taxes 566,998 690,951
Insurance Premium Taxes 504,933 441,315
Pollutant Taxes 235,932 237,611
Other 149,674 158,652
Total Tax Revenues Collected $ 26,491,411 $ 25,003,374
(1) Effective in fiscal year ended June 30, 2002.

THE FLORIDA LOTTERY

The Lottery is required by legislative mandate to transfer 38% of the lottery ticket sales to the Department of Education.
The Department of Education received approximately $927.5 million from the Lottery for the fiscal year ended June
30, 2002. Since the inception of the Lottery, approximately $12 billion has been received by the Department of

Education.
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STATE UNIVERSITIES

The 2001 legislation established the Florida Board of Education as the oversight body of state universities. Further,
passage of the K-20 Education Code provided for the establishment of a university board of trustees comprised of 12
members appointed by the Governor and the student body president elected on the main campus as an ex officio
voting member. Each university board of trustees is considered as a public body corporate, with the university
president as the executive officer and corporate secretary of the board of trustees. The university president is
responsible to the board of trustees for the operations of the university. The board of trustees is responsible for
administering the university. On November 5, 2002, Constitutional Amendment #11 was voted into law and established
a new governance structure for the state universities. The amendment provided for a 17-member board of governors,
responsible for establishing the powers and duties of the university board of trustees. The amendment also changed
the composition of the university board of trustees to include six citizen members appointed by the Governor, five
citizen members appointed by the board of governors, the chair of the university faculty senate, or equivalent, and the
president of the student body.

Each university is required to continue using the State Accounting System (FLAIR) through FY 2002-2003. However,
beginning FY 2003-2004, universities may transition from FLAIR to their own accounting system. To accomplish the
transition, the University Board of Trustees must submit a plan developed in cooperation with the Chief Financial
Officer to the Florida Board of Education. When the university is ready to transition from FLAIR, the State Board of
Education shall confirm that the university and the Chief Financial Officer are prepared to implement the transition.

UNIVERSITY ENROLLMENT

Main Campus Enroliment
University Location 1997 1998 1999 2000 2001
University of Florida Gainesville 41,429 42,724 43,686 45,561 46,626
University of South Florida Tampa 33,348 33,032 34,441 35,473 37,306
University of Central Florida Orlando 28,302 30,009 31,472 33,453 36,013
Florida State University Tallahassee 29,629 30,389 32,405 33,587 35,472
Florida International University Miami 29,357 30,096 30,979 30,725 32,614
Florida Atlantic University Boca Raton 19,107 19,153 20,032 20,944 23,643
University of North Florida Jacksonville 11,116 11,360 11,897 12,417 13,007
Florida Agricultural and Mechanical University |Tallahassee 10,477 11,324 11,639 11,723 12,347
University of West Florida Pensacola 7,855 7,790 7,924 8,218 9,063
Florida Gulf Coast University Fort Myers 2,446 2,893 3,134 3,496 4,216
New College of Florida Sarasota - - - - 634
Total State Universities 213,066 | 218,770 | 227,609 | 235,597 | 250,941

Note: Information presented does not include students using an employee or senior citizen fee waiver.

The Florida Prepaid College Board has been helping families plan and save for college
for 15 years. The Board manages the Florida Prepaid College Plan and the Florida
College Investment Plan. For more information, call 1-800-552-GRAD (4723) or visit
http://www.florida529plans.com.
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HIGHLIGHTS OF OUR SERVICES

The Department of Financial Services provides valuable services for consumers, industry, and government. Highlights
of our services by division during the fiscal year and in the near future are discussed in the remainder of this report.

DIVISION OF ACCOUNTING AND AUDITING

Unclaimed Property

Unclaimed property is a financial asset that has become inactive. The most common types are old bank accounts,
stock dividends, insurance refunds, and safe deposit boxes. The State holds the property and returns it to its rightful
owner free of charge. Acting as custodian for the State, the Chief Financial Officer holds the unclaimed property in
trust until the property is claimed. Unclaimed money is deposited into the State School Trust Fund, and is used
exclusively for public education. Citizens have the right to claim property at any time regardless of the amount.

The Department of Financial Services takes great effort in locating rightful owners of the property. During the current
fiscal year, approximately $152 million in unclaimed property was received, while $74 million was returned to the
rightful owners. Citizens can find out if they have unclaimed property in Florida by calling:

4 )

1-88-VALUABLE (1-888-258-2253)

or by logging onto the Great Florida Great Florida Treasure Hunt

Treasure Hunt's website:

Total Unclaimed Property Received

http://www.FLtreasurehunt.org Total Returned to Rightful Owner
200

150

96.9
100
51.4 164 67.8 62.1 74.1
50 -
0 -

1998 1999 2000 2001 2002
S Fiscal Year )

(In Millions)

Electronic Funds Transfer (EFT)

The State uses electronic funds transfer (EFT) to process payments both faster and safer. As of June 30, 2002,
97.9% of the State’s full-time employees and 79.4% of retirees receive payments through EFT. In addition, 2,701 of
the State’s vendor payments are made through this process. During the fiscal year, 7,249,430 payments totaling

$27.9 billion were processed through EFT.

Invoice Tracking System

This reengineering initiative implemented in July 1998 has given participating vendors the capability of electronically
invoicing the State rather than mailing paper-based invoices. The Invoice Tracking System (ITS) expands the capability
to utilize Electronic Data Interchange (EDI) for the receipt of electronic invoices from the trading partners, provides for
the electronic approval of the invoice by the agency, and allows for the invoice payment to be processed by Electronic
Funds Transfer (EFT). For the fiscal year ended June 30, 2002, the State paid 15,938 electronic invoices totaling
over $90.5 million to 1,125 active trade accounts using EDI.
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Purchasing Card Program

In February 1997, the former Office of the Comptroller, Department of Management Services, and Bank of America

(formerly NationsBank) teamed up to provide state agencies and local governments a more efficient and effective

way to purchase and pay for goods and services through the use of a VISA purchasing card. The purchasing card is
a credit card which is restricted to the amount purchased

e ~N per transaction, day and month, and merchant category
Purchasing Card Program code blocks.
1,250,000
992,102 There are no monthly paper statements from the bank or
% 2 1,000,000 864,444 paper warrants (checks) to the bank. The State receives
= -% 750,000 277670 the billing from the bank electronically. The billing is
-g o 500.000 v reviewed, approved, and recorded electronically, and the
3 § ' 145,220 bank is paid through EFT. Purchasing card transactions
= 250,000 for the fiscal year ended June 30, 2002, totaled 992,102,
0 N | : : : in the amount of $262 million, as compared to 864,444, in
1999 2000 2001 2002 the amount of $238 million, for the fiscal year ended June
. 30, 2001. This program is also being used by 157 local
\ Fiscal Year J governments.

Consolidated Equipment Financing Program (CEFP)

The Consolidated Equipment Financing Program (CEFP) is available to state agencies, universities, and community
colleges for the purchase of equipment at low, tax-exempt interest rates. This program, administered through the
Department of Financial Services, began in 1986 with the issuance of Certificates of Participation and has evolved to
the current program that utilizes a line of credit to provide low interest on equipment purchases. Computers, copiers,
communication systems, laboratory equipment, medical equipment, and printers are examples of equipment the
program has financed. On May 1, 2001, this program entered into the fifth Master Lease Purchase Agreement, which
created a $30 million line of credit over a twelve month period for the purchase of equipment for state agencies.

DIVISION OF CONSUMER SERVICES

Service Point

The Consumer Services’ reengineering initiative, launched in July 2002, is transforming the way consumers interact
with the Department of Financial Services. The initiative converts the Division’s 20-year old technology to a state-of-
the art Customer Relationship Management (CRM) platform. The CRM package will provide 24-hour access to up-
to-date financial services information through the Internet. Consumers will be able to file complaints, check the status
of their complaint, browse frequently asked questions, and query the Division’s database for information on a variety
of financial issues. Division employees anywhere in the State will also be able to access documentation on every
interaction the consumer has with the Division.

Consolidation of Call Center Operation

Several separate call center operations have been consolidated into one consumer-driven helpline. Previously,
separate call centers were maintained for insurance consumers, rehabilitation and liquidation, class-action lawsuit
information, and insurance fraud reporting. The consolidation eliminated duplication of similar activities and resulted
in a savings of $160,000. In addition, consumers benefit by having one point of contact with the Department.

DIVISION OF REHABILITATION AND LIQUIDATION
Asset Recovery
As receiver for insolvent insurance companies, the Division must marshal the property and liquid assets of an estate.

In the last fiscal year, the Division collected more than $45 million to help pay for outstanding claims. This is due, in
part, to the implementation of the Asset Recovery Processing System (ARPS).
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DIVISION OF LEGAL SERVICES

Citizens Property Insurance Corporation

Legal staff drafted legislation that was enacted by the Florida Legislature creating Citizens Property Insurance
Corporation (Citizens). Citizens provides insurance coverage for property owners who cannot obtain insurance in the
private market. The Department also requested a ruling from the Internal Revenue Service (IRS) confirming that
Citizens would be exempt from federal income tax and eligible to issue tax-exempt bonds after a catastrophic hurricane.
A favorable ruling by the IRS has resulted in Citizens accruing as much as $100 million in federal income tax savings
every year.

Regulatory Cooperation Agreements

Legal staff succeeded in developing and executing information-sharing agreements with the four federal banking
regulators - the Federal Reserve Board, the Office of Thrift Supervision, the Office of the Comptroller of the Currency,
and the Federal Deposit Insurance Corporation. Under the agreements, the Department will obtain information from,
and share information with, federal agencies regarding the activities of national banks, savings associations, insurance
companies, insurance agents and their affiliates. Given the rapid development of integrated financial services in
recent years, the agreements will facilitate access to information held by the respective agencies, thereby increasing
the efficiency and effectiveness of regulation.

DIVISION OF AGENT AND AGENCY SERVICES

Internet Application System

This new system permits people to apply for an insurance license online (http://www.fldfs.com/Agents). It also enables
applicants to pay their application fees by credit card, which dramatically speeds up the application process for the
prospective agent. As of February 2003, more than 60 percent of applications for new licenses were submitted
online, and more than 92 percent of all re-exam applications were submitted online.

Digital Fingerprinting

All fingerprints are now submitted to the Florida Department of Law Enforcement and Federal Bureau of Investigation
through a digitized process. This new process provides results of the background check within two to three days.
Prior to implementing this digitized system, fingerprint results were not received for six weeks or longer.

Agent Education Database

A state-of-the-art, web-based tracking system automates pre-licensing, continuing education and compliance
enforcement. Education providers apply online for courses and can submit rosters online http://www.fldfs.com/
Agents). Course instructors can also apply online. Prospective and licensed insurance agents can search the
system for courses offered throughout the state. Licensed agents can also view their transcripts and determine if they
are in compliance with continuing education standards.

DIVISION OF INSURANCE FRAUD

Anti-Fraud Reward Program

The Anti-Fraud Reward Program, also known as “Fraud Busters”, established a hotline for callers to report allegations
of insurance fraud. Cash awards of up to $25,000 are given for information leading to an arrest and conviction. This
program rewards citizens for getting involved and helping in the battle against insurance fraud. Several sizable
rewards have been given out, and Fraud Busters has proved to be a particularly valuable tool in dismantling organized
fraud rings. This program led to the arrest of one individual who filed nearly $1 million in fraudulent claims.
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DIVISION OF TREASURY

Investment Earnings

In the fiscal year ended June 30, 2002, $664 million was earned for Florida government and related organizations.
The earnings rate for the year was 5.33%. During the period July 1, 2002, through February 2003, Treasury earnings
amounted to $471 million. The earnings rate continued to be as high as 5.29%. These remarkable rates of return
have been made possible by the decision to place a majority of Treasury funds in medium-term bonds. Chief Financial
Officer Tom Gallagher instituted this program during his first term as State Treasurer.

Deferred Compensation Program

Major enhancements to the State’s deferred compensation program began January 1, 2003. Negotiations with six
investment companies and a self-directed brokerage firm will give state employees more freedom to shape their
financial future. The negotiation process also substantially lowered annual fees paid by participants to the companies

in the program.

DIVISION OF WORKER’S COMPENSATION

Bureau of Employee Assistance

The Bureau’s Early Intervention Program (EIP) handled 86,000 calls from injured workers during fiscal year 2001-
2002. Personal contact has resulted in nearly a 10% decrease in the number of injured workers filing petitions. The
program has also been successful in reducing litigation by contacting the injured worker within 3 days of an accident.

Electronic Data Interchange (EDI)

The Division is working to reduce administrative and economic burdens associated with processing paper documents
through its acceptance of electronically filed forms via EDI. Since March 2002, worker’s compensation insurers have
been required to electronically submit various proof of coverage (POC) forms to the Division. In a one-year period,
the Division processed 724,497 certificates of insurance, binders, cancellations, endorsements and reinstatements,
resulting in $416,560 in savings. Insurers are also able to file certain claims forms using EDI and, as a result, the
State has realized $204,413 in savings.

DIVISION OF STATE FIRE MARSHAL

Bureau of Fire and Arson Investigations

The Bureau implemented the use of National Crime Information Center-Florida Crime Information Center (NCIC/
FCIC) Workstation Software for its nine crime intelligence analysts. This provides the analysts with direct access to
national and state crime information systems, thereby providing unit investigators with immediate information vital to
their investigative responses. This has increased officer safety, case awareness, increased arrests (wants/warrants),
and provided for immediate information related to terrorism and intelligence activities.

Bureau of Standards and Training
The Bureau initiated a domestic preparedness initiative that provides training to local agencies on emergency response
to terrorism. The initiative was funded, in part, by a Federal Emergency Management Administration (FEMA) grant

sought and received by the Bureau.

Bureau of Fire Prevention

The Bureau implemented the FOCUS computer system that places all three of its building inspection-related functions
on a single platform. This system has reduced the issuance of boiler certificates to as little as three days. The Bureau
has acquired Global Positioning System (GPS) Mapping Units which enhanced the permitting process for construction
material and mining by allowing precise measurement of mine locations and blast sites.
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HORSE CONCH
THE FLORIDA STATE SHELL

The horse conch, also known as the giant band
shell, has been Florida’s official State Shell since
1969. This shell is native to marine waters around
Florida and can grow up to a length of 24”. Young
shells have orange color; adult shells have orange
apertures. The shell is the external skeleton of a
soft-bodied animal that inhabits it.

At least 535 million years ago, mollusks acquired
the habit of secreting a carbonate of lime solution
that immediately forms a protective shell with the
consistency of marble. The word “conch” comes
from the Greek word meaning “shell.”
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COREOPSIS
THE FLORIDA STATE WILDFLOWER

In 1991, the flower of the genus Coreopsis was designated as
Florida’s official State Wildflower. The State Legislature made
this designation after the colorful flowers were used extensively
in Florida’s roadside plantings and highway beautification
programs. The coreopsis is found in a variety of colors, ranging
from gold to pink.

For additional information on Florida Symbols, access Department

of State’s website http://dhr.dos.state.fl.us/symbols).
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