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INDEPENDENT AUDITOR’S REPORT

To the Board Members and Chief Executive Officer
Santa Rosa Island Authority
Pensacola Beach, Florida

Opinion

We have audited the accompanying financial statements of the business-type activities of Santa Rosa
Island Authority, a component unit of Escambia County, Florida, (hereinafter referred to as “Authority”),
as of and for the year ended September 30, 2023, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of the Authority as of September 30, 2023, and the
changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

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. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of Financial Statements section of our
report. We are required to be independence of the Authority and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an Auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Authority’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Authority’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Schedule of
Changes in Net OPEB Liability and Related Ratios, Schedules of Proportionate Share of Net Pension
Liability, and Schedules of Contributions, as listed in the table of contents, be presented to supplement
the financial statements. Such information, although not a part of the financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
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of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the financial statements, and
other knowledge we obtained during our audit of the financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Management has omitted the Management Discussion and Analysis that accounting principles generally
accepted in the United States of America requires to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinion on the basic financial statements is not affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority’s basic financial statements. The Schedule of Revenue and Expenses —
Budget and Actual is presented for purposes of additional analysis and is not a required part of the basic
financial statements.

The Schedule of Revenue and Expenses — Budget and Actual is the responsibility of management and was
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the Schedule of Revenues and Expenses — Budget and Actual is fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated February 16, 2024,
on our consideration of the Authority's internal control over financial reporting and 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 in considering the Authority’s internal control over
financial reporting and compliance.

Cdnw,. f?ﬁ”u 8' &-ZI%M)J Lt C,
CARR, RIGGS & INGRAM, LLC

Miramar Beach, Florida
February 16, 2024



Santa Rosa Island Authority

(A Component Unit of Escambia County, Florida)

Statement of Net Position

September 30, 2023
Assets
Current assets
Cash and cash equivalents 5,493,882
Accounts receivable, net of
allowances for credit losses of SO 464,852
Unbilled receivables 62,846
Due from other governments 107,200
Prepaid expenses 45,726
Total current assets 6,174,506
Noncurrent assets
Capital funds contingency - cash 5,621,089
Cash and cash equivalents - restricted 1,695,259
Investments - unrestricted 562,715
Capital assets, net 598,638
Total noncurrent assets 8,477,701
Deferred outflows of resources
Other post-employment benefits 15,793
Pension 234,653
Total deferred outflows of resources 250,446
Total assets and deferred outflows of resources 14,902,653

The accompanying notes are an integral part of these financial statements.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Statement of Net Position (Continued)

September 30, 2023
Liabilities
Current liabilities
Accounts payable S 237,650
Accrued payroll 18,539
Other accrued liabilities 52,118
Total current liabilities 308,307

Noncurrent liabilities

Compensated absences 150,154
Net pension liability 971,544
Obligation for other postemployment benefits 106,976
Total noncurrent liabilities 1,228,674
Total liabilities 1,536,981

Deferred inflows of resources
Deferred revenue 208,390
Other post-employment benefits 25,678
Pension 149,018
Deferred consideration fees 497,781
Total deferred inflows of resources 880,867

Net position

Net investment in capital assets 598,638
Restricted for island improvements - Portofino 1,435,446
Restricted for Quietwater restoration - BP 175,379
Restricted for other 84,519
Unrestricted 10,190,823
Total net position 12,484,805

Total liabilities, deferred inflows of resources, and
net position S 14,902,653

The accompanying notes are an integral part of these financial statements.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Statement of Activities

For the year ended September 30, 2023
Operating revenue
Lease fees
Commercial S 4,964,389
Residential 1,283,391
Interest income 10,392
Other operating revenue 81,846
Total operating revenue 6,340,018
Operating expenses
Personal services 1,446,980
Contractual and professional services 799,000
Supplies 39,943
Utilities 46,556
Advertising and promotion 668,026
Capital outlay 712,172
Other operating expense 309,153
Total operating expenses before depreciation 4,021,830
Depreciation 56,380
Total operating expenses 4,078,210
Operating income 2,261,808
Non-operating revenue (expenses)
Grant revenues 56,650
Grant project expenses (113,300)
Payments to Escambia County - fire and rescue (206,000)
Other income (16,283)
Non-operating revenue (expenses), net (278,933)
Change in net position 1,982,875
Net position, beginning of year 10,501,930
Net position, end of year S 12,484,805

The accompanying notes are an integral part of these financial statements.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Statement of Cash Flows

For the year ended September 30, 2023
Operating activities
Cash received from lessees 6,297,684
Other operating receipts 81,846
Payments to vendors (2,540,490)
Payments to employees (1,439,741)
Net cash provided by operating activities 2,399,299
Noncapital financing activities
Payments to Escambia County (206,000)
Receipts for other non-operating revenues (16,283)
Net cash provided (used) by noncapital financing activities (222,283)
Capital and related financing activities
Acquisition and construction of capital assets (146,868)
Cash received from other governments (26,050)
Payments for other non-operating expenses (113,300)
Net cash provided (used) by capital and related financing activities (286,218)
Investing activities
Purchase of investments (15,999)
Net cash provided (used) by investing activities (15,999)
Net change in cash and cash equivalents 1,874,799
Cash and cash equivalents, beginning of year 10,935,431
Cash and cash equivalents, end of year 12,810,230

The accompanying notes are an integral part of these financial statements.

-7-

(continued)



Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Statement of Cash Flows (Continued)

For the year ended September 30, 2023

Reconciliation of operating income to net
cash provided by operating activities
Operating income S 2,261,808
Adjustments to reconcile operating income to
net cash provided by operating activities:

Depreciation 56,380
Other postemployment benefit obligation (877)
Pension 123,427
Changes in operating assets and liabilities:
Accounts and unbilled receivables 39,512
Prepaid expenses (1,145)
Accounts payable (3,335)
Accrued payroll (6,251)
Other accrued liabilities 7,406
Compensated absences 23,634
Deferred revenue (87,572)
Deferred consideration fees (13,688)
Net cash provided by operating activities S 2,399,299

Cash reconciliation

Cash and cash equivalents S 5,493,882
Capital funds contingency - cash 5,621,089
Cash and cash equivalents - restricted 1,695,259
Cash and cash equivalents, end of year S 12,810,230

The accompanying notes are an integral part of these financial statements.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 1: ORGANIZATION

The Santa Rosa Island Authority (“Authority”), exists pursuant to the provisions of Chapter 24500,
Laws of Florida, Special Acts of 1947, as amended. The Authority is the governing body of a portion
of Santa Rosa Island and consists of five members appointed by the Board of County Commissioners
of Escambia County, and one member elected by the leaseholders of Santa Rosa Island. The Authority
has been constituted a body corporate and an agency of Escambia County and, accordingly, meets
the criteria of a component unit and will be included in the Basic Financial Statements of Escambia
County, Florida.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The Authority maintains its books and records under the accrual method of accounting. Under this
method, revenue is recognized when earned rather than when received, and related expenses are
recognized when they are incurred rather than when paid. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

The Authority classifies fund equity into three components — net investment in capital assets;
restricted; and unrestricted. These classifications are defined as follows:

Net investment in capital assets — This component of fund equity consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets. If there are significant unspent related
debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds is not
included in the calculation of invested in capital assets, net of related debt. Rather, that portion
of the debt is included in the same fund equity component as the unspent proceeds.

Restricted — This component of fund equity consists of constraints placed on fund equity imposed
by creditors (such as through debt covenants), contributors, or laws or regulations of other
governments, or constraints imposed by law through constitutional provisions or enabling
legislation.

Unrestricted — This component of fund equity consists of fund equity that does not meet the
definition of “restricted” or “net investment in capital assets”.



Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Authority is accounted for as an enterprise fund. Enterprise funds are used to account for
operations (a) that are financed and operated in a manner similar to private business enterprises,
where the intent of the governing body is that costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. The Authority complies with
generally accepted accounting principles (GAAP) and applies all relevant Governmental Accounting
Standards Board (GASB) pronouncements.

Enterprise funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and delivering goods in
connection with an enterprise fund’s principal ongoing operations. The principal operating revenue
of the Authority are lease fees and related charges. Operating expenses of the Authority include
personal services, contractual and professional services, supplies, utilities, advertising and
promotion, capital outlay, other expenses and depreciation on capital assets. All revenue and
expenses not meeting this definition are reported as nonoperating revenue and expenses.

Restricted Assets

Certain assets of the Authority are restricted for use by agreements with third-parties; therefore, they
are not available to be used at management’s discretion. These restrictions include assets restricted
by outside parties for beach renourishment and certain capital improvements as further discussed in
Note 7.

When both restricted and unrestricted resources are available for use, it is the Authority’s policy to
use restricted resources first, then unrestricted resources as they are needed.

General Budget Policies

Prior to the beginning of each fiscal year, the Executive Director submits an operating budget to the
Authority Board. The budget includes proposed expenses necessary for operation of the Authority
and estimated revenue available to finance those expenses. Once approved by the Authority Board,
the budget is submitted for approval by the Board of County Commissioners of Escambia County. The
legal level of budgetary control is by total expenditures. Any amendments that alter total
expenditures must be approved by the Authority Board and the Board of County Commissioners of
Escambia County. All appropriations lapse at year end.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The budget is prepared on a basis that differs from generally accepted accounting principles as
follows:

A. The budget does not include a provision for depreciation expense or for gain or loss from
disposal of capital assets.

B. The budget includes a provision for capital outlay, which is not included in the results of
operations under generally accepted accounting principles, except for certain non-capital
items expensed by the Authority. These non-capital items include dredging, renourishment
and improvements to property not owned by the Authority.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Authority considers all highly liquid debt instruments
with a maturity of three months or less when purchased to be cash equivalents, excluding
investments in the Local Government Surplus Funds Trust Fund Investment Pool.

Capital Assets

Capital assets are defined by the Authority as assets with an initial/individual cost of more than
$1,000 and an estimated useful life in excess of two years. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed.

Upon being placed into service, property, plant and equipment of the Authority are depreciated using
the straight-line method over the estimated useful lives. Estimated useful lives for financial reporting
purposes are as follows: transportation equipment, maintenance equipment, office equipment and
miscellaneous: 3 — 10 years; and buildings and shelters: 10 — 40 years.

Compensated Absences
Itis the Authority’s policy to permit employees to accumulate a limited amount of earned but unused
annual leave and, for those employees who have achieved retirement age or are entitled under a

negotiated contract, a limited amount of earned but unused sick leave. Accordingly, the Authority
records an accrual for earned but unused annual leave and sick leave.

-11 -



Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Lease Fees

Lease fees, including consideration fees, are generally recognized as income over the lease term as it
becomes due according to the provisions of the lease. Lease fees received but not yet earned
according to the provisions of the lease are recorded as deferred revenue. The Authority has agreed
to bill certain lease fees quarterly or monthly even though the full amount is due at the beginning of
the renewal year. Amounts due from year-end through the lease renewal date are reflected as
unbilled receivables on the accompanying Statement of Net Position.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes include a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The items that qualify
for reporting in this category are the items related to the pension and OPEB amounts reported in the
Statement of Net Position. The deferred outflows of resources related to pension and OPEB amounts
result generally from changes between the expected and actual experience of the pension and OPEB
plans.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time. The Authority has four items,
deferred revenue, deferred consideration fees, and pension and OPEB amounts, which qualify for
reporting in this category. Deferred revenue and deferred consideration fees result from the
collection of revenues in advance of the year for which they are due. The deferred inflows of
resources related to pension and OPEB amounts result generally from changes between the expected
and actual experience of the pension and OPEB plans.

Other Post-Employment Benefits

The Authority utilizes uniform reporting standards for other postemployment benefit (OPEB) expense
and related liabilities, note disclosures, and required supplementary information (RSI) in annual
financial reports of governmental entities. See Note 11 for a description of the OPEB expenses and
liabilities.

Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were

available to be issued, February 16, 2024. See Note 14 for relevant disclosure. No subsequent events
occurring after this date have been evaluated for inclusion in these consolidated financial statements.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued and Implemented Accounting Pronouncements

The GASB has recently issued several accounting pronouncements, including Statement No. 91,
Conduit Debt Obligations; Statement No. 93, Replacement of Interbank Offered Rates; and State No.
96, Subscription-Based Information Technology Arrangements. The Authority did not experience any
significant impacts to its financial reporting as a result of implementing these Statements.

The GASB has issued statements that will become effective in future years, including Statement No.
100, Accounting Changes and Error Corrections and Statement No. 101, Compensated Absences. The
Authority is evaluating the requirements of the above statements and the impact, if any, on its
financial reporting.

NOTE 3: CASH AND INVESTMENTS

The Authority maintains deposits with "Qualified Public Depositories" as defined in Chapter 280,
Florida Statutes. All Qualified Public Depositories must place with the Treasurer of the State of Florida
securities in accordance with collateral requirements determined by the State’s Chief Financial
Officer. In the event of default by a Qualified Public Depository, the State Treasurer will pay public
depositors all losses. Losses in excess of insurance and collateral will be paid through assessments
between all Qualified Public Depositories.

Under this method, all of the Authority's deposits are fully insured or collateralized at the highest
level of security as defined by GASB, Statement Number 40, Deposits and Investment Disclosures (An
Amendment of GASB, Statement Number 3).

The Authority is authorized to invest in financial instruments as established by Section 218.415,
Florida Statutes. The authorized investments include among others direct obligations of the U.S.
Treasury; the Local Government Surplus Funds Trust Fund as created by Section 218.405, Florida
Statutes; SEC registered money market funds with the highest credit quality rating from a nationally
recognized rating agency; and interest-bearing time deposits or savings accounts in authorized
financial institutions.

In accordance with GAAP, certificate of deposits are considered a nonparticipating interest-earning
investment contract and is appropriately reported in the financial statements at cost. The following

is a summary of the Authority’s investments:

September 30, 2023 Credit Risk  Maturities

Certificate of deposit S 562,715 not rated 03/20/24
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 3: CASH AND INVESTMENTS (Continued)

Concentration risk — The Authority places no limit on the amount the Authority may invest in any one
issuer.

Interest rate risk —The Authority does not have a formal policy for addressing interest rate risk;
however, investments are made with discretion to seek reasonable returns, preserve capital, and in
general, avoid speculative investments. The Authority manages its exposure to declines in fair values
from interest rate changes by reviewing the portfolio on an ongoing basis for changes in effective
yield rates.

Custodial credit risk — For an investment, custodial credit risk is the risk that the Authority will not be
able to recover the value of the investments or collateral securities that are in the possession of an
outside party. The Authority has no formal policy for custodial risk. None of the investments listed
above are exposed to custodial credit risk because their existence is not evidenced by securities that
exist in physical or book entry form.

NOTE 4: CAPITAL ASSETS

The following is a summary of changes in the capital assets for the year ended September 30, 2023:

Transfers and

September 30, 2022 Additions  Retirements 2023
Other capital assets:
Buildings S 1,064,609 S - S - S 1,064,609
Other improvements 71,214 63,670 - 134,884
Equipment 210,767 83,198 (9,849) 284,116
Total other capital assets 1,346,590 146,868 (9,849) 1,483,609

Less accumulated depreciation for:

Buildings (639,935) (22,126) - (662,061)
Other improvements (26,703) (5,706) - (32,409)
Equipment (171,802) (28,548) 9,849 (190,501)
Total other capital assets (838,440) (56,380) 9,849 (884,971)
Total capital assets, net S 508,150 S 90,488 S - § 598,638
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 5: LONG-TERM LIABILITIES
The Authority has a compensated absence liability for unpaid leave.

Changes in long-term liabilities were as follows:

Amount
Due Within

September 30, 2022 Additions Reductions 2023 One Year
Compensated absences S 126,520 $ 23,634 S - S 150,154 S -
S 126,520 S 23,634 S - S 150,154 S -

NOTE 6: LEASING ACTIVITIES

Substantially all of the Authority’s revenue is derived from leasing activities. The Authority leases the
land of Santa Rosa Island to residents and businesses on the Island but does not convey ownership.
The Authority’s policy is to report all leases as operating leases since the land of the island is not
recorded as an asset on the financial statements and the leases do not meet the criteria of a capital
lease.

Most residential and many commercial leases are for a period of 99 years. Many of these 99-year
leases have options to renew for another 99-year term. Some leases, particularly those for
restaurants and concessions, are generally for a shorter period. Each lease provides that any
construction on the premises must be performed within an established length of time, and detailed
plans and specifications must be approved by the Authority before a building permit is issued. Failure
to pay any rentals due or failure to comply with any other covenants of the lease constitutes a
violation under the terms of the lease and the Authority may repossess the land and the
improvements after required notice if the lessee fails to correct the default.

Certain leases have a provision that allows for an increase in minimum lease fees every five years in
proportion to the consumer price index (CPI). In 2021, the Authority’s Board approved a total increase
of 7.7% for the lease years from 2021 — 2025. The Authority implemented increases of 1.7% in 2022
and 2% in 2023, and anticipated increases are as follows: 2024-2025: 2% each year.

-15-



Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 6: LEASING ACTIVITIES (Continued)

The following is a schedule of estimated future minimum rentals to be received under these leases
for the periods ending September 30.

2024 $ 2,200,107
2025 2,252,328
2026 2,252,328
2027 2,252,328
2028 2,252,328

The following is a schedule of the number of residential and commercial leaseholders as of:

September 30, 2023
Residential 3,889
Commerical 149

NOTE 7: RESTRICTED NET POSITION

Restricted net position is comprised of two primary components: Portofino island improvement funds
and certain claim proceeds related to the BP oil spill. The Portofino restricted funds are derived from
a portion of the Portofino lease and must be used for future Island improvements. As of September
30, 2023, the restricted Portofino funds equal $1,435,446.

In addition, the Authority also considers certain funds received from BP in prior years relating to the
Deepwater Horizon Oil Spill as restricted for the restoration of the Quietwater Beach area. These
amounts total $175,379 at September 30, 2023.

The Authority also has certain funds set aside for maintaining Sabine Park and Morgan Park, including
paying mitigation expenses. The other restricted balances totaled $47,488 and $37,031 at September
30, 2023 for Sabine Park and Morgan Park, respectively.

In addition to restricted net position, the Authority has also designated certain unrestricted net asset
amounts for future contingencies and beach renourishment. These amounts total $5,621,089 as of
September 30, 2023 and are included in unrestricted net position on the accompanying Statement of
Net Position. At September 30, 2023, the Authority’s unrestricted, undesignated net position totals
approximately $4.6 million.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 8: RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters. The Authority has established a self-insurance
program to cover its risk of loss related to general liability claims and natural disasters. As of
September 30, 2023, the Authority has set aside $1,121,089 in contingency funds to cover any claims
that may be filed or other emergencies for which cash flow, particularly in off-seasons, might not be
sufficient to cover. This amount is included in the designated net position amount identified in Note
7.

The sovereign immunity limits of the State of Florida restrict general liability claims to $100,000.
General liability claims above $100,000 would have to be approved by the State Legislature. The
Authority participates in the Escambia County self-insurance program to cover its risks of loss related
to workers’ compensation claims. The Authority pays an annual premium to the program for its
coverage. Details of this self-insurance program can be found in the Escambia County, Florida
Comprehensive Annual Financial Report. The Authority continues to carry commercial insurance for
risks of loss, including property insurance. Settled claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years.

NOTE 9: FEDERAL AND STATE GRANT PROJECTS

The Authority has entered into various grant agreements with the Federal Emergency Management
Agency to fund the elevation of certain properties on Santa Rosa Island. The total of the award
agreements approximates $3.3 million. During 2023, the Authority did not incur any expenses related
to this program. However, the Authority did receive funds from the State totaling $48,800 to
reimburse homeowners for construction expenses paid directly by the homeowners. No revenue or
expenses was recognized in the current year related to this transaction.

The Authority has been awarded grant funds from the State of Florida for beach re-nourishment and
restoration. The maximum amount to be received under the three grants is $414,500. The grants
require a match of $414,500. During 2023, the Authority incurred approximately $113,300 of
expenses related to this program, of which 50% was paid back to the Authority by the State.
Revenue recognized under these federal and state grants totaled $56,650 for the year ended
September 30, 2023.

NOTE 10: PENSION PLAN

Essentially all regular employees of the Authority are covered by the Florida Retirement System
Pension Plan and Retiree Health Insurance Subsidy Program.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 10: PENSION PLAN (Continued)

Plan Descriptions, Membership and Plan Benefits, and Contribution Requirements

Plan Descriptions

The Florida Retirement System (FRS) is a cost-sharing, multiple-employer retirement system. The FRS
was created in Chapter 121, Florida Statutes, to provide a defined benefit pension plan for
participating public employees. The FRS was amended in 1998 to add the Deferred Retirement Option
Program (DROP) under the defined benefit plan, and amended in 2000 to provide a defined
contribution plan alternative to the defined benefit plan for FRS members effective July 1, 2002. This
integrated defined contribution pension plan is the FRS Investment Plan (INV). Chapter 112, Florida
Statutes, established the Retiree Health Insurance Subsidy (HIS) Program, a cost-sharing multiple-
employer defined benefit pension plan, to assist retired members of any state-administered
retirement system in paying the costs of health insurance.

The FRS, HIS, and INV are administered by the Florida Department of Management Services, Division
of Retirement. Provisions relating to FRS are established by Chapters 121 and 122, Florida Statutes;
Chapter 112 Part IV, Florida Statutes; Chapter 238, Florida Statutes; and FRS Rules, Chapter 60S,
Florida Administrative Code. The Florida Legislature has the authority to establish and amend
retirement legislation and related bills of significance to members of the FRS and HIS plans (including
benefit terms and contribution rates). Passed bills are presented to the Governor of Florida and
approved before they may be enacted into law.

The FRS, HIS, and INV financial information is included in the Florida Retirement System (System)
Pension Plan and Other State Administered Systems Annual Comprehensive Financial Report (ACFR).
The System ACFR, including audited financial information to support the Schedules of Employer
Allocations and Schedules of Pension Amounts by Employer, are available online at
http://www.dms.myflorida.com/workforce operations/retirement/publications.

The System ACFR and actuarial reports may also be obtained by contacting the Division of Retirement
by mail or phone at:

Division of Management Services

Division of Retirement

Bureau of Research and Member Contributions
P.O. Box 9000

Tallahassee, FL 32315-9000

850-907-6500 or toll-free 844-377-1888
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 10: PENSION PLAN (Continued)

Membership and Plan Benefits - FRS

The FRS has several classes of membership applicable to the Authority, including regular class, senior
management and DROP. Employees enrolled in the FRS prior to July 1, 2011, vest at six years of
creditable service and are eligible for normal retirement benefits at age 62 or at any age after 30
years of service. Employees enrolled in the Plan on or after July 1, 2011, vest at eight years of
creditable service and are eligible for normal retirement benefits at age 65 or any time after 33 years
of creditable service. Retirees receive a lifetime pension benefit with joint and survivor payment
options. The FRS also includes an early retirement provision, but imposes a penalty for each year a
member retires before the normal retirement date. Benefits are computed on the basis of age,
average final compensation, creditable years of service, and accrual value by membership class.

As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the FRS before
July 1, 2011, and all service credit was accrued before July 1, 2011, the annual cost-of-living
adjustment is 3 percent per year. If the member is initially enrolled before July 1, 2011, and has
service credit on or after July 1, 2011, there is an individually calculated cost-of-living adjustment.
The annual cost-of-living adjustment is a proportion of 3 percent determined by dividing the sum of
the pre-July 2011 service credit by the total service credit at retirement multiplied by 3 percent. Plan
members initially enrolled on or after July 1, 2011, will not have a cost-of-living adjustment after
retirement.

A DROP was established effective July 1, 1998, subject to provisions of Section 121.091, Florida
Statutes. It permits employees eligible for normal retirement under the FRS to defer receipt of
monthly benefit payments while continuing employment with an FRS participating employer. An
employee may participate in DROP for a period not to exceed 60 months after electing to participate,
except certain instructional personnel may participate for up to 96 months. During the period of
DROP participation, deferred monthly benefits are held in the FRS Trust Fund and accrue interest.
The net pension liability does not include amounts for DROP participants, as these members are
considered retired and are not accruing additional pension benefits.

Membership and Plan Benefits - HIS

HIS membership is available to all members within the FRS plan. The benefit is a monthly payment to
assist retirees of State-administered retirement systems in paying their health insurance costs.
Eligible retirees and beneficiaries received a monthly HIS payment equal to the number of years of
service credited at retirement multiplied by $7.50. The minimum payment is $45 and the maximum
payment is $225 per month, pursuant to Section 112.363, Florida Statutes. To be eligible to receive a
HIS benefit, a retiree under a State administered retirement system must provide proof of eligible
health insurance coverage, which can include Medicare.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 10: PENSION PLAN (Continued)

Contribution Requirements

Employer contributions rates are actuarially recommended but set, and may be amended, by the
Florida Legislature. These rates are a percentage of covered payroll. The FRS and HIS contribution
rates were as follows:

Employee Employer Total
Required Required Required
Contribution Contribution Contribution

Regular employees:
October 1, 2022 through June 30, 2023 3.00% 11.91% 14.91%
July 1, 2023 through September 30, 2023 3.00% 13.57% 16.57%

Employees in the Deferred Retirement Option
Program (DROP):
October 1, 2022 through June 30, 2023 n/a 18.60% 18.60%
July 1, 2023 through September 30, 2023 n/a 21.13% 21.13%

Senior Management Service Class (SMSC):
October 1, 2022 through June 30, 2023 3.00% 31.57% 34.57%
July 1, 2023 through September 30, 2023 3.00% 34.52% 37.52%

Employer rates include 1.66 percent for the HIS program. In addition, regular employees are required
to contribute an amount equal to 3% of their salary as retirement contributions. Members
participating in the DROP are not required to make 3 percent contributions. The Authority’s
contributions to the Plan totaled $128,965 for the year ended September 30, 2023.

FRS and HIS Significant Assumptions and Rate of Return

Basis of Accounting

Information about the FRS and HIS assets, deferred outflows of resources, liabilities, deferred inflows
of resources, and fiduciary net position can be found in the System ACFR. The System ACFR is available
online or can be obtained as mentioned previously The FRS and HIS fiduciary net position and
additions to/deductions from the fiduciary net position have been determined based on the System’s
records, which utilize the flow of economic resources measurement focus and accrual basis of
accounting. For this purpose, benefit payments (including refund of employee contributions) are
recognized when due and payable. Investments are reported at fair value. Contributions are
recognized as revenue when due, pursuant to statutory and contractual requirements. There have
been no significant changes since the publication of the System ACFR.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 10: PENSION PLAN (Continued)

Actuarial Methods and Assumptions

The FRS Actuarial Assumption Conference is responsible for setting the assumptions used in the
funding valuations of the defined benefit pension plan pursuant to section 216.136(10), Florida
Statutes. The division determines the assumptions in the valuations for GASB 67 reporting purposes.
The FRS Pension Plan’s GASB 67 valuation is performed annually. The HIS Program has a valuation
performed biennially that is updated for GASB reporting in the year a valuation is not performed. The
most recent experience study for the FRS Pension Plan was completed in 2019 for the period July 1,
2013 through June 30, 2018. Because the HIS is funded on a pay-as-you-go basis, no experience study
has been completed for that program. The actuarial assumptions that determined the total pension
liability for the HIS program were based on certain results of the most recent experience study for
the FRS Pension Plan.

The total pension liability for each cost-sharing defined benefit plan was determined using the
individual entry age actuarial cost method. Inflation increases for both plans is assumed at 2.40%.
Payroll growth, including inflation, for both plans is assumed at 3.25%. Both the discount rate and
long-term expected rate of return used for FRS investments is 6.7%. The plan’s fiduciary net position
was projected to be available to make all projected future benefit payments of current active and
inactive employees. Therefore, the discount rate for calculating the total pension liability is equal to
the long-term expected rate of return.

Because the HIS program uses a pay-as-you-go funding structure, a municipal bond rate of 3.65% was
used to determine its total pension liability for the program (Bond Buyer General Obligation 20-Bond
Municipal Bond Index). Mortality assumptions for both the FRS Pension Plan and the HIS Program
were based on the PUB-2010 base table (refer to the valuation reports for more information).

As of June 30, 2023, the municipal rate used by HIS increased from 3.54 percent to 3.65 percent. In
addition, Chapter 2023-193, Laws of Florida (Senate Bill 7024), increased the level of monthly benefits
from $5 times years of service to $7.50, with an increased minimum of $45 and maximum of $225.
This change applies to all years of service for both members currently receiving benefits and members
not yet receiving benefits.

Long-Term Rate of Return

To develop an analytical basis for the selection of the long-term expected rate of return assumption,
in October 2023 the FRS Actuarial Assumption Conference reviewed assumptions by Milliman's
Capital Markets assumption team and Aon Hewitt Investment Consulting. Each asset class
assumption is based on a consistent set of underlying assumptions, and includes an adjustment for
the inflation assumption. These assumptions are not based on historical returns, but instead are
based on a forward-looking capital market economic model.
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NOTE 10: PENSION PLAN (Continued)

The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Annual
Target Arithmetic

Asset Class Allocation Return
Cash 1.00% 2.9%
Fixed Income 19.80% 4.5%
Global Equity 54.00% 8.7%
Real Estate (Property) 10.30% 7.6%
Private Equity 11.10% 11.9%
Strategic Investments 3.80% 6.3%

Total 100.00%

The HIS is essentially funded on a pay-as-you-go basis. As such, there is no assumption for a long-
term expected rate of return on a portfolio, no assumptions for cash flows into and out of the plan,
or assumed asset allocation.

District’s Share of Net Pension Liability

Employers participating in the FRS and HIS were provided pension allocation schedules for use in
recording their proportionate share of the FRS and HIS net pension liability (NPL), deferred outflows
of resources, deferred inflows of resources, and pension expense at measurement date June 30,
2023. The underlying financial information used to prepare the pension allocation schedules is based
on the same basis as mentioned previously.

At September 30, 2023, the Authority reported a liability of $971,544 for its proportionate share of
the net pension liability of the FRS and HIS. The net pension liability was measured as of June 30,
2023, respectively, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of July 1, 2023.

The Authority’s proportionate share was calculated using the retirement contributions for employees
that were members of the FRS and HIS during the measurement year ended June 30, 2023. The
aggregate employer contribution amounts for the fiscal year ended June 30, 2023, in the pension
allocation schedules agree to the total employer contribution amounts reported in the System ACFR.

For the year ended September 30, 2023, the Authority recognized pension expense of $144,673
related to the FRS and $107,719 related to the HIS.
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Notes to Financial Statements

NOTE 10: PENSION PLAN (Continued)

At September 30, 2023, the Authority reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

September 30, 2023
FRS HIS

Description Def Outflows DefInflows Def Outflows Def Inflows
Differences between expected and actual
experience S 59,903 S - S 4,883 S 783
Changes of assumptions 41,590 - 8,769 28,903
Net difference between projected and actual
investment earnings 26,645 - 172 -
Changes in proportion 52,801 107,097 13,809 12,235
Authority contributions subsequent to the
measurement date 21,592 - 4,489 -
Total S 202,531 $ 107,097 $ 32,122 §$ 41,921

Deferred outflows of resources of $26,081 are reported by the Authority for employer contributions
subsequent to the measurement date and will be recognized as a reduction of the net pension liability
in the fiscal year ended September 30, 2023. Deferred outflows of resources of $22,672 for the year
ended September 30, 2022, were recognized as a reduction of the net pension liability in the fiscal
year ended September 30, 2023.

Other amounts reported as deferred outflows of resources and inflows of resources related to
pensions will be recognized as pension expense as follows:

Fiscal Year Ending September 30, FRS HIS Net
2024 S 6,952 S (5,014) S 1,938
2025 (18,386) (387) (18,773)
2026 90,703 (1,895) 88,808
2027 (6,509) (4,815) (11,324)
2028 1,082 (2,252) (1,170)
Thereafter - 75 75
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NOTE 10: PENSION PLAN (Continued)

The following table presents information on the Authority’s proportionate share of the FRS and HIS.

FRS HIS Total
Proportionate Share of Net Pension:
September 30, 2023 S 638,001 S 333,543 S 971,544
Authority's proportion at September 30, 2023 0.001601% 0.002100%

Discount Rate Sensitivity Analysis

The following tables demonstrate the sensitivity of the Authority’s proportionate share of the net
pension liability to changes in the discount rate. The sensitivity analysis shows the impact if the
discount rate was 1 percent higher or 1 percent lower than the current discount rate at September
30, 2023.

FRS Net Pension Liability HIS Net Pension Liability
Current Current
1% Decrease Discount Rate 1% Increase 1% Decrease Discount Rate 1% Increase
5.70% 6.70% 7.70% 2.65% 3.65% 4.65%
S 1,089,835 S 638,001 S 259,987 S 380,521 S 333,543 S 294,602

NOTE 11: OTHER POST-EMPLOYMENT BENEFITS

Plan Description: The Authority participates in the benefit plans and programs of Escambia County,
Florida (the “County”). Pursuant to Section 112.0801 Florida Statutes, the Authority is required to
provide eligible retirees (as defined in the County’s pension plans) the opportunity to participate in
this Plan at the same cost that is applicable to active employees. Eligible retirees must be drawing an
immediate benefit from their respective pension plan and be enrolled in medical coverage prior to
retirement. Surviving spouses of participants are allowed access to the Plan but must pay the full
premium. Benefit provisions for the Plan were established by the County’s Board of Directors and
may only be amended by the County’s Board of Directors. The County does not issue stand-alone
financial statements for this Plan. All financial information related to the Plan is accounted for in the
County’s basic financial statements.

Funding Policy: The Authority is funding the post employee benefits on a pay-as-you-go basis.
Contribution rates for the Plan are established by the County annually. For the fiscal year ended
September 30, 2023, the Authority contributed approximately $5,000. Blended premium rates for
active and retired employees combined provide an implicit subsidy for retirees because on actual
basis, their current and future claims are expected to result in higher costs to the Plan than those of
active employees. The current year contribution represents an estimate of this implied subsidy.
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NOTE 11: OTHER POST-EMPLOYMENT BENEFITS (Continued)

Plan Membership: At October 1, 2023, OPEB membership consisted of the following:

SRIA
Inactive members currently receiving benefits 11
Active members /
Total 18

The Authority’s covered payroll constituted approximately 0.72%, for the year ended September 30,
2023 of the total payroll costs for all entities included in the actuarial calculation. Accordingly, the
County has allocated approximately 0.72% of the actuarially calculated amounts to the Authority in
fiscal year 2023.

Actuarial Assumptions and Other Inputs: The total OPEB liability in the September 30, 2023 actuarial
assumptions and other inputs, applied to all period in the measurement, unless otherwise specified:

Inflation 2.25 percent

Salary increases 3.40 percent to 7.80 percent, including inflation

Discount rate 4.40 percent

Health care cost trend rates Getzen Model, with trend starting at 6.00% for 2022
and gradually decreasing to an ultimate trend of
3.75%

The discount rate was based on an index rate for 20 year tax-exempt general obligation municipal
bonds with an average AA credit rating or higher.

Mortality rates were taken from adjusted Pub-2010 mortality tables published by the Society of
Actuaries with generational mortality improvements using Scale MP-2018. They are based on the

results of a stateside experience study covering the period 2013 through 2018.

At September 30, 2023, the Authority reported a net OPEB liability of $106,976. The GASB 75
information has been provided as of the September 30, 2021 measurement date.
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NOTE 11: OTHER POST-EMPLOYMENT BENEFITS (Continued)
The change in net OPEB liability for the year ended September 30, 2023 is as follows:

Increase (Decrease)

Net OPEB
Liability
Liability
Balance as of September 30, 2022 S 122,548
Changes for the year:
Service cost 4,602
Interest 2,121
Changes in assumptions (17,266)
Benefit payments (5,029)
Net Change in OPEB (15,572)
Balance as of September 30, 2023 S 106,976

Changes in assumptions and other inputs reflect a change in the discount rate from 2.19% as of
September 30, 2022 to 4.40% as of September 30, 2023. The methods, assumptions, and participant
data used are detailed in the actuarial valuation report the fiscal year ended September 30, 2021.
These calculations are based in the Entry Age Normal cost method required by GASB 75.

Sensitivity of the Net OPEB Liability: The following table represents the Authority’s total and net
OPEB liability calculated using the discount rate of 4.40%, as well as what the Authority’s net OPEB
liability would be if it were calculated using a discount rate that is one percentage point lower (3.40%)
or one percentage point higher (5.40%) than the current rate:

1% Decrease Discount Rate 1% Increase
(3.40%) (4.40%) (5.40%)

Net OPEB liability S 116,677 S 106,976 S 98,446
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NOTE 11: OTHER POST-EMPLOYMENT BENEFITS (Continued)

The following table represents the Authority’s total and net OPEB liability calculated using the health
care cost trend rate of 6.00% decreasing to 3.75%, as well as what the Authority’s net OPEB liability
would be if it were calculated using a health care cost trend rate that is one percentage point lower

(5.00% decreasing to 2.75%) or one percentage point higher (7.00% decreasing to 4.75%) than the
current rate:

Healthcare
1% Decrease  Cost Trend 1% Increase
(5.00% (6.00% (7.00%
decreasingto decreasing to decreasing to
2.75%) 3.75%) 4.75%)
Net OPEB liability S 99,769 S 106,976 § 115,522

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

For the fiscal year ended September 30, 2023, the Authority recognized OPEB expense of $3,600.

In addition, the Authority reported deferred outflows of resources and deferred inflows of resources
related to the OPEB plan from the following sources:

Deferred Outflows Deferred Inflows

Description of Resources of Resources
Differences between expected and actual experience S - S 8,266
Changes in assumptions and other inputs 10,757 17,412
Estimated benefits paid after the measurement date 5,036 -
Total S 15,793 §$ 25,678

-27 -



Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Financial Statements

NOTE 11: OTHER POST-EMPLOYMENT BENEFITS (Continued)

The deferred outflows of resources related to OPEB, totaling $5,036 resulting from Authority
contributions subsequent to the measurement date, will be recognized as a reduction of the net
OPEB liability in the fiscal year ending September 30, 2023. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to the OPEB plan will be recognized
in the expense as follows:

Fiscal Year Ending September 30,

2024 S (3,086)
2024 (2,873)
2026 (2,486)
2027 (1,358)
2028 (1,413)
Thereafter (3,705)

NOTE 12: RELATED PARTY TRANSACTIONS

The Authority reimburses Escambia County for Pensacola Beach trolley services, which totaled
$225,891 for the year ended September 30, 2023. In addition, the Authority pays Escambia County
for its employees’ workers’ compensation insurance and health and life insurance. During the year
ended September 30, 2023, the Authority expended $1,367 for workers’ compensation insurance and
$158,731 for health and life insurance. The Authority also reimbursed the County $206,000 for fire
and rescue services during the year ended September 30, 2023. There were no amounts due to the
County at September 30, 2023.

NOTE 13: COMMITMENTS AND CONTINGENCIES

Grants Contingencies

The Authority has received federal and state financial assistance for costs related to capital
improvements and disaster assistance on Santa Rosa Island. The disbursement of funds received
under these programs is subject to review and audit by grantor agencies. Any disbursements

disallowed by these agencies could become a liability of the Authority. In the opinion of management,
any such claims should not have a material adverse effect on the financial statements.
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NOTE 13: COMMITMENTS AND CONTINGENCIES (Continued)
Windstorm

The insurance policy for windstorm coverage includes a deductible amount for named hurricane
storms estimated at approximately $62,000. In addition, the Authority’s windstorm policy is
underwritten by the State of Florida’s Citizens Property Insurance Corporation (Citizens). In the event
Citizens incurs a deficit that exceeds the amount collected via regular premiums, an emergency
assessment may be levied. The Authority may be required to pay substantially more in insurance
premiums relating to the year for which the emergency assessment is levied.

Litigation

The Authority is involved in various lawsuits and claims incidental to the normal course of its
operations. In the opinion of management, the ultimate liability, if any, resulting from such litigation
will not materially affect the financial position or results of operations of the Authority.

NOTE 14: SUBSEQUENT EVENTS

In November 2023, the Board approved the purchase of two gasoline-powered trolleys totaling
$475,284.

In January 2024, the Board approved a bid totaling $263,396 from a local vendor for the dune
enhancement project.
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)

Schedule of Changes in the Net OPEB Liability and Related Ratios
(Last 10 Fiscal Years)

September 30, 2023 2022 2021 2020 2019 2018
Total OPEB Liability:
Service cost S 4,602 S 4,855 S 4,235 S 4,966 S 4,907 S 5,051
Interest 2,121 2,416 2,473 3,628 3,195 2,814
Difference between expected and
actual experience - (8,558) - (6,024) - -
Changes of assumptions and
other inputs (17,266) 14,927 1,327 (1,834) (2,654) (3,243)
Benefit payments (5,029) (5,511) (4,819) (4,755) (4,358) (3,565)
Net change in total OPEB liability (15,572) 8,129 3,216 (4,019) 1,090 1,057
Total OPEB liability, beginning 122,548 114,419 111,203 115,222 114,132 113,075
Total OPEB liability, ending S 106,976 S 122,548 S 114,419 S 111,203 S 115,222 S 114,132
Covered employee payroll S 788,566 S 698,414 S 698,414 S 734,288 S 665,479 S 665,279

Net OPEB liability as a percentage of
covered employee payroll 13.57% 17.55% 16.38% 15.14% 17.31% 17.16%

Note: Data was unavailable prior to 2018.
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Santa Rosa Island Authority

(A Component Unit of Escambia County, Florida)
Schedule of Proportionate Share of Net Pension Liability —
Florida Retirement System (Last 10 Fiscal Years)

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Authority's proportion of the net

pension liability (asset) 0.001601% 0.001711% 0.002135% 0.001797% 0.001892% 0.001833% 0.001811% 0.002740% 0.004716% 0.004534%
Authority's proportionate share of the

net pension liability (asset) S 638,001 $ 636661 S 161,262 S 779,064 S 651,585 S 552,053 $ 535669 S 691,797 S 609,193 S 276,640
Authority's covered - employee payroll S 663,203 S 661,810 $ 802,299 $ 663,259 $ 672,986 S 635493 S 611,634 S 700,715 $ 1,681,563 $ 1,641,364
Authority's proportionate share of the

net pension liability (asset) as a

percentage of its own covered-

employee payroll 96.20% 96.20% 20.10% 117.46% 96.82% 86.87% 87.58% 98.73% 36.23% 16.85%
FRS Plan fiduciary net position as a

percentage of the total pension

liability 82.38% 82.89% 96.40% 78.85% 82.61% 84.26% 83.89% 84.88% 92.00% 96.09%
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Schedule of Contributions -
Florida Retirement System (Last 10 Fiscal Years)

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Contractually required contribution S 110,990 S 89,445 S 84,273 S 69,448 S 62,386 S 61,341 S 47,790 $ 60,147 S 122,187 S 113,898
Contributions in relation to the

contractually required contribution S 110,990 89,445 84,273 69,448 62,386 61,341 47,790 60,147 122,187 113,898
Contribution deficiency (excess) S - S - S - S - S - S - S - S - S - S -
Authority's covered-employee payroll S 663,203 S 661,810 $ 802,299 $ 663,259 S 672,986 S 635493 S 611,634 $ 700,715 S 1,681,563 S 1,641,364
Contributions as a percentage of covered-

employee payroll 16.7% 13.5% 10.5% 10.5% 9.3% 9.7% 7.8% 8.6% 7.3% 6.9%
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Schedule of Proportionate Share of Net Pension Liability —

Health Insurance Subsidy Program (Last 10 Fiscal Years)

2020 2019 2018 2017 2016 2015 2014
Authority's proportion of the net
pension liability (asset) 0.002100% 0.002044%  0.002094% 0.001974% 0.002070% 0.002027% 0.002066% 0.003198%  0.005492%  0.005467%
Authority's proportionate share of the
net pension liability (asset) S 333,543 $§ 216,519 $ 256,871 $ 241,000 S 231,642 S 214,524 S 220,892 $ 372,749 S 560,130 S 511,138

Authority's covered - employee payroll

Authority's proportionate share of the
net pension liability (asset) as a
percentage of its own covered-
employee payroll

FRS Plan fiduciary net position as a
percentage of the total pension
liability

$ 663,203 $ 661,810 $ 802,299 $ 663,259 S 672,986 S 635493 S 611,634 S 700,715 S 1,681,563 $ 1,641,364

50.3%

4.12%

32.7%

4.81%

32.0%

3.56%

36.3%

3.00%

-33-

34.4%

2.63%

33.8%

2.15%

36.1%

1.64%
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0.99%



Santa Rosa Island Authority

(A Component Unit of Escambia County, Florida)
Schedule of Contributions -

Health Insurance Subsidy Program (Last 10 Fiscal Years)

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Contractually required contribution S 17,975 S 16,210 S 16,774 S 16,929 S 15,691 S 16,266 S 13,538 S 17,829 S 25,197 S 25,197
Contributions in relation to the

contractually required contribution S 17,975 16,210 16,774 16,929 15,691 16,266 13,538 17,829 25,197 25,197
Contribution deficiency (excess) $ - S - S - S - S - S - S - S - S -
Authority's covered-employee payroll S 663,203 S 661,810 $ 802,299 $ 663,259 S 672,986 S 635493 S 611,634 $ 700,715 S 1,681,563 S 1,641,364
Contributions as a percentage of covered-

employee payroll 2.7% 2.4% 2.1% 2.6% 2.3% 2.6% 2.2% 2.5% 1.5% 1.5%
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Santa Rosa Island Authority
(A Component Unit of Escambia County, Florida)
Notes to Required Supplementary Information

NOTE 1: OPEB PLAN

The actuarial methods and assumptions used to calculate the total OPEB liability are described in
Note 11 to the financial statements.

The net OPEB liability amount presented for each fiscal year was determined as of September 30
measurement date prior to the fiscal year-end.

The schedule is intended to present ten years of data. Additional years of data will be presented as
they become available.

The Authority has not presented a Schedule of Contributions since an actuarially determined
contribution has not been calculated and there is no contractually or statutorily determined
contribution applicable to the Authority.

NOTE 2: PENSION PLAN

The actuarial methods and assumptions used to calculate the total pension liability (asset) are
described in Note 10 to the financial statements.

The net pension liability amounts presented for each fiscal year were determined as of the June 30
measurement date prior to the fiscal year-end.

HIS: The discount rate was modified to reflect the change in the value of the municipal bond index
between GASB measurement dates. .

Chapter 2023-193, Laws of Florida (Senate Bill 7024), increased the level of monthly benefits from $5
times years of service to $7.50, with an increased minimum of $45 and a maximum of $225. This
change applies to all years of service for both members currently receiving benefits and members not
yet receiving benefits.

-35-



Santa Rosa Island Authority

(A Component Unit of Escambia County, Florida)
Schedule of Operating Revenue and Expenses — Budget and Actual

For the year ended September 30, 2023
Actual Adjustment Actual Variance
(GAAP to Budgetary (Budgetary Favorable
Basis) Basis Basis) Budget (Unfavorable)
Operating revenue
Lease fees
Commercial S 4,964,389 $ - §$ 4964389 $ 3,256,737 $ 1,707,652
Residential 1,283,391 - 1,283,391 1,363,688 (80,297)
Interest income 10,392 - 10,392 - 10,392
Other operating revenue 81,846 - 81,846 - 81,846
Total operating revenue 6,340,018 - 6,340,018 4,620,425 1,719,593
Operating expenses
Personal services 1,446,980 - 1,446,980 1,654,385 207,405
Contractual and professional
services 799,000 - 799,000 926,362 127,362
Supplies 39,943 - 39,943 46,685 6,742
Utilities 46,556 - 46,556 57,520 10,964
Advertising and promotion 668,026 - 668,026 721,750 53,724
Capital outlay 712,172 146,868 859,040 1,478,500 619,460
Other operating expense 309,153 - 309,153 412,290 103,137
Total operating expenses
before depreciation 4,021,830 146,868 4,168,698 5,297,492 1,128,794
Depreciation 56,380 (56,380) - - -
Total operating expenses 4,078,210 90,488 4,168,698 5,297,492 1,128,794
Operating income (loss) 2,261,808 (90,488) 2,171,320 (677,067) 2,848,387
Non-operating revenue (expenses)
Grant revenues 56,650 - 56,650 - 56,650
Grant project expenses (113,300) - (113,300) (1,000,000) 886,700
Payments to Escambia County -
fire and rescue (206,000) - (206,000) (206,000) -
Other income (16,283) - (16,283) 30,000 (46,283)
Net non-operating revenue
(expenses) (278,933) - (278,933) (1,176,000) 897,067
Change in net position S 1982875 $ (90,488) S 1,892,387 S (1,853,067) $ 3,745,454
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER CRlcpa.com

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Supervisors
Santa Rosa Island Authority
Pensacola Beach, Florida

We have audited, in accordance with the 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, the financial statements of the
business-type activities of Santa Rosa Island Authority (hereinafter referred to as the “Authority”), as
of and for the year ended September 30, 2023, and the related notes to the financial statements,
which collectively comprise the Authority’s basic financial statements, and have issued our report
thereon dated February 16, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Car, /?aﬁu £ Ingram), Li.c.

CARR, RIGGS & INGRAM, LLC

Miramar Beach, Florida
February 16, 2024
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MANAGEMENT LETTER CRlepa o

To the Board of Directors and Chief Executive Officer
Santa Rosa Island Authority
Pensacola, Florida

Report on the Financial Statements

We have audited the financial statements of the Santa Rosa Island Authority (“Authority”) as of and
for the fiscal year ended September 30, 2023, and have issued our report thereon dated February 16,
2024

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and Chapter 10.550, Rules of the
Florida Auditor General.

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards and Independent Accountant’s Report on an
examination conducted in accordance with AICPA Professional Standards, AT-C 315, regarding
compliance requirements in accordance with Chapter 10.550, Rules of the Auditor General.
Disclosures in those reports, which are dated February 16, 2024, should be considered in conjunction
with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the preceding
annual financial audit report. Corrective actions have been taken to address findings and
recommendations made in the preceding financial audit report.

Official Title and Legal Authority
Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed

in this management letter, unless disclosed in the notes to the financial statements. This information
is disclosed in the notes to the financial statements.
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Financial Condition and Management

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, requires us to apply appropriate
procedures and communicate the results of our determination as to whether or not the Authority
met one or more conditions described in Section 218.503(1), Florida Statutes, and to identify the
specific conditions met. In connection with our audit, we determined that the Authority did not meet
any of the conditions described in Section 218.503(1), Florida Statutes.

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the Authority. It is management’s responsibility to monitor
Authority’s financial condition, and our financial condition assessment was based in part on
representation made by management and review of financial information provided by same.

Section 10.554(1)(i)2, Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have
any such recommendations.

Specific Information

As required by Section 218.39(3)(c), Florida Statutes, and Section 10.554(1)(i)6, Rules of the Auditor
General, the Santa Rosa Island Authority reported:

a. The total number of authority employees compensated in the last pay period of the
authority’s fiscal year as 13.

b. The total number of independent contractors to whom nonemployee compensation was paid
in the last month of the authority’s fiscal year as O.

c. All compensation earned by or awarded to employees, whether paid or accrued, regardless
of contingency as $872,489.

d. All compensation earned by or awarded to nonemployee independent contractors, whether
paid or accrued, regardless of contingency as SO

e. Each construction project with a total cost of at least $65,000 approved by the Authority that
is scheduled to begin on or after October 1 of the fiscal year being reported, together with
the total expenditures for such project as:

e Baby Beach/Sharp Point Nourishment and Drainage Improvements Project -
$456,698.

f. The Authority did not amend its final adopted budget under Section 189.016(6), Florida

Statutes.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have
occurred, that have an effect on the financial statements that is less than material but warrants the
attention of those charged with governance. In connection with our audit, we did not have any such
findings.
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Purpose of this Letter

Our management letter is intended solely for the information and use of Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, the Board of Directors, and applicable
management, and is not intended to be and should not be used by anyone other than these specified
parties.

Cam, /?aﬁu £ Ingram), Li.c.

CARR, RIGGS & INGRAM, LLC

Miramar Beach, Florida
February 16, 2024
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INDEPENDENT ACCOUNTANT’S REPORT CRIcpa.com

To the Board Members and Chief Executive Officer
Santa Rosa Island Authority
Pensacola, Florida

We have examined Santa Rosa Island Authority’s compliance with the requirements of Section
218.415, Florida Statutes, Local Government Investment Policies, during the year ended September
30, 2023. Management of the Authority is responsible for the Authority’s compliance with the
specified requirements. Our responsibility is to express an opinion on the Authority’s compliance with
the specified requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standard require that we plan and perform
the examination to obtain reasonable assurance about whether the Authority complied, in all
material respects, with the specified requirement referenced above. An examination involves
performing procedures to obtain evidence about whether the Authority complied with the specified
requirements. The nature, timing and extent of the procedures selected depend on our judgment,
including an assessment of the risks of material noncompliance, whether due to fraud or error. We
believe that our examination provides a reasonable basis for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with
relevant ethical requirements relating to the engagement.

Our examination does not provide a legal determination on the Authority’s compliance with specified
requirements.

In our opinion, the Authority complied, in all material respects, with the aforementioned
requirements for the year ended September 30, 2023.

This report is intended solely for the information and use of management and the State of Florida

Auditor General and is not intended to be and should not be used by anyone other than these
specified parties.

Cd,w, 'ﬂﬁv £ Jn;/m.m), La.C,

CARR, RIGGS & INGRAM, LLC

Miramar Beach, Florida
February 16, 2024
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