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JAMES MOORE & CO., P.L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Board of Governors,
Northwest Florida Water Management District:

We have audited the accompanying financial statements of the governmental activities and each major
fund of Northwest Florida Water Management District, a component unit of the State of Florida, as of
and for the year ended September 30, 2011, which collectively comprise the District’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
Northwest Florida Water Management District’s management. Our responsibility is to express opinions
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of Northwest Florida
Water Management District, as of September 30, 2011, and the respective changes in financial position,
thereof, for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report March 7, 2012, on
our consideration of Northwest Florida Water Management District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, budgetary comparison information, and other post-employment benefits
retirement healthcare plan schedule of funding progress and schedule of employer contributions on pages
3-7, 3442, and 43 be presented to supplement the basic financial statements. Such 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. 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 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 basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Northwest Florida Water Management District’s financial statements as a whole.
The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations and Chapter 10.550,
Rules of the State of Florida, Office of the Auditor General, and is also not a required part of the
financial statements. The Schedule of Expenditures of Federal Awards and State Financial Assistance is
the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

&w A/\om;%- s O.L.

Tallahassee, Florida
March 7, 2012



Management’s Discussion and Analysis

As management of the Northwest Florida Water Management District, we offer readers of the Northwest
Florida Water Management District’s financial statements this narrative overview and analysis of the
financial activities of the Northwest Florida Water Management District for the fiscal year ended
September 30, 2011.

Financial Highlights

o The assets of the Northwest Florida Water Management District exceeded its liabilities at the
close of the most recent fiscal year by $230,581,149 (net assets). Of this amount, $47,102,134
(unrestricted net assets) may be used to meet the government’s ongoing obligations to citizens
and creditors.

o As of the close of the current fiscal year, the Northwest Florida Water Management District’s
governmental funds reported combined ending fund balances of $52,109,202, a decrease of
$2,468,968.

e At the end of the current fiscal year, unassigned fund balance for the general fund was
$8,200,000 and assigned fund balance was $7,512,539.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Northwest Florida Water
Management District’s basic financial statements. The Northwest Florida Water Management District’s
basic financial statements are comprised of three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Northwest Florida Water Management District’s finances,
in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Northwest Florida Water Management
District’s assets and liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the financial position of
the Northwest Florida Water Management District is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., earned but unused vacation leave).

The government-wide financial statements distinguish functions of the Northwest Florida Water
Management District that are principally supported by taxes and intergovernmental revenues
(governmental activities). The governmental activities of the Northwest Florida Water Management
District include: water resources planning and monitoring; acquisition, restoration and public works;
operation and maintenance of lands and works; regulation; outreach; and administration.



The government-wide financial statements include only the Northwest Florida Water Management
District, a component unit of the State of Florida.

The government-wide financial statements can be found on pages 8 — 9 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Northwest Florida Water
Management District, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Northwest
Florida Water Management District are in one category: governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Northwest Florida Water Management District maintains seven individual governmental funds.
Information is presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures and changes in fund balances for the General Fund, Surface Water
Improvement and Management Fund, Land Fees Fund, Projects Fund, Capital Projects Fund, Land
Management Fund, Regulation Fund, and DOT Mitigation Fund, all of which are considered to be major
funds.

The basic governmental fund financial statements can be found on pages 10 — 14 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 15 — 32 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents required supplementary information concerning Northwest Florida Water Management
District’s budgetary comparison for its major funds as well as the other post-employment benefits
retirement healthcare plan schedule of funding progress and schedule of employer contributions. The
Northwest Florida Water Management District adopts an annual appropriated budget for all funds. A
budgetary comparison schedule has been provided for the general fund and each major fund to
demonstrate compliance with this budget and can be found on pages 33 — 43.



Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the Northwest Florida Water Management District, assets exceeded liabilities by
$230,581,149 at the close of the most recent fiscal year.

By far the largest portion of the Northwest Florida Water Management District’s net assets (78 percent)
reflects its investment in capital assets (e.g., land, buildings, machinery, and equipment), less any related
debt used to acquire those assets that is still outstanding. The Northwest Florida Water Management
District uses these capital assets to protect environmentally sensitive lands and to provide services to
citizens; consequently, these assets are not available for future spending.

NORTHWEST FLORIDA WATER MANAGEMENT

DISTRICT’S NET ASSETS
2011 2010
Current and other assets $ 81,168,720 $ 82,978,167
Capital assets
Land and other improvements 174,201,275 168,740,459
Other capital assets, net of depreciation 4,928,874 4,229,861
Total assets 260,298,869 255,948,487
Long-term liabilities outstanding 658,202 803,538
Other liabilities 29,059,518 28,399,997
Total liabilities 29,717,720 29,203,535
Net assets
Invested in capital assets 179,130,149 172,970,320
Restricted 4,348,866 12,855,837
Unrestricted 47,102,134 40,918,795
Total net assets $ 230,581,149 $ 226,744,952

An additional portion of the Northwest Florida Water Management District’s net assets (2 percent)
represents resources that are subject to external restrictions on how they may be used. The remaining
balance of unrestricted net assets ($47,102,134) may be used to meet the government’s ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the Northwest Florida Water Management District is able to report
positive balances in all three categories of net assets.

Governmental activities. Governmental activities increased Northwest Florida Water Management
District’s net assets by $3,836,197, thereby accounting for the total growth in the net assets of the
Northwest Florida Water Management District. Key elements of this increase was the funding for the
purchase of land for environmental conservation, improvements to public facilities on District owned
land and mitigation projects.



NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT’S CHANGE IN

NET ASSETS
2011 2010
Revenues:
Program revenues:
Charges for services $ 492,600 $ 407,315
Operating grants and contributions 11,870,886 10,964,605
Capital grants and contributions 6,450,423 14,949,877
General revenues:
Property taxes 3,788,875 4,141,448
Grants and contributions not restricted to
specific programs 783,695 1,044,926
Other 851,242 1,707,088
Total revenues 24,237,721 33,215,259
Expenses:
Water resources planning and monitoring 3,418,023 2,101,916
Acquisition, restoration and public works 3,012,475 7,671,091
Operation and maintenance of lands and works 3,930,954 3,795,180
Regulation 4,435,973 3,244,915
Outreach 95,106 92,189
Administration 5,508,993 5,167,963
Total expenses 20,401,524 22,073,254
Change in net assets 3,836,197 11,142,005
Net assets, beginning of year 226,744,952 215,602,947

Net assets, ending of year $ 230,581,149 $ 226,744,952

Financial Analysis of the Government’s Funds

As noted earlier, the Northwest Florida Water Management District uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental funds. The focus of the Northwest Florida Water Management District’s governmental
funds is to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the Northwest Florida Water Management District’s financing
requirements. In particular, unreserved fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Northwest Florida Water Management District’s
governmental funds reported combined ending fund balances of $52,109,202, a decrease of $2,468,968 in
comparison with the prior year. Approximately $8,200,000 constitutes unassigned fund balance, which is
available for spending at the government’s discretion. The remainder of fund balance is either in non-
spendable, restricted, committed, or assigned form to indicate that it is not available for new spending
because it has already been committed to activities associated with the general fund, various special
revenue funds, and the capital project fund.



The general fund is the chief operating fund of the Northwest Florida Water Management District. At the
end of the current fiscal year, unassigned fund balance was $8,200,000 and total fund balance of the
general fund was $38,458,787.

The fund balance of the Northwest Florida Water Management District’s general fund increased by
$214,145 during the current fiscal year. The key factor in this increase is the reduction of the budget due
to decreasing revenues.

General Fund Budgetary Highlights

There were no significant differences between the original and final adopted budgets of the District
during the year.

Capital Asset and Debt Administration

Capital assets. The Northwest Florida Water Management District’s investment in capital assets for its
governmental activities as of September 30, 2011, amounts to $179,130,149 (net of accumulated
depreciation). This investment in capital assets includes land, easements, building, infrastructure,
vehicles, office equipment, field equipment and computer equipment. The total increase in the Northwest
Florida Water Management District’s investment in capital assets for the current fiscal year was 4
percent.

Additional information of the Northwest Florida Water Management District’s capital assets can be
found in note III.C. on page 25 of this report.

Economic Factors and Next Year’s Budgets and Rates

The economic downturn which began in 2007 and subsequent law changes impacting property taxes
continue to impact available revenue and therefore expenditures. During the 2011 Legislative Session
Senate Bill 2142 was passed changing the oversight and approval process for District budgets and
requiring that the amount of the ad valorem tax assessment be capped and set in statute each year. The
amount provided for the District for the FY 2011-12 budget was an amount equal to the FY 2010-11
estimated collections; however, the Governor and the Governing Board reduced the ad valorem rate from
.045 mill to .04 mill reducing the estimated tax collections.

The Legislature also eliminated funding from the State Water Management Lands Trust Fund for District
operations and lands management. It was the intent of the Legislature that Districts scale back budgets
and utilize reserves for funding the budget to reduce current reserve balances. With scaling back of the
budget the District eliminated seven fulltime positions in the FY 2011-12 adopted budget providing
funding for 115 fulltime positions.

Requests for Information

This financial report is designed to provide a general overview of the Northwest Florida Water
Management District’s finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information
should be addressed to the Northwest Florida Water Management District, 81 Water Management Drive,
Havana, FL 32333.



NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
STATEMENT OF NET ASSETS

SEPTEMBER 30, 2011
Governmental
Activities
Assets
Cash and cash equivalents $ 320,062
Investments 77,530,614
Receivables 3,309,636
Other assets 8,408
Capital assets
Land and improvements 155,251,280
Capital easements 18,823,620
Construction in progress 126,375
Other capital assets, net of depreciation 4,928,874 179,130,149
Total Assets 260,298,869
Liabilities
Accounts payable and accrued expenses 1,782,756
Unearned revenue 27,202,703
Deposits 74,059
Long-term liabilities
Due within one year 643,358
Due in more than one year 14,844
Total Liabilities 29,717,720
Net Assets
Invested in capital assets 179,130,149
Restricted for:
Regulatory permitting, licensing and enforcement activities 3,112,248
Mitigation projects 1,236,618
Unrestricted 47,102,134
Total Net Assets $ 230,581,149

The accompanying notes to financial statements

are an integral part of this statement.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Program Revenues

Net (Expense)
Operating Capital Revenues
Charges for Grants and Grants and and Changes
Programs/Function Expenses Services Contributions Contributions in Net Assets
Governmental Activities:

Water resources planning and monitoring $ 3,418,023 $ - $ 4,279,005 $ - $ 860,982

Acquisition, restoration and public works 3,012,475 - - 6,450,423 3,437,948

Operation and maintenance of lands and works 3,930,954 - 4,897,851 - 966,897
Regulation 4,435,973 492,600 2,626,641 - (1,316,732)
Outreach 95,106 - 67,389 - (27,717)
Administration 5,508,993 - - - (5,508,993)
Total governmental activities $ 20,401,524 $ 492,600 $ 11,870,886 $ 6,450,423 (1,587,615)

General revenues:

Property taxes 3,788,875

Grants and contributions not restricted to specific programs 783,695

Unrestricted investment earnings 165,809

Miscellaneous 685,433

Total general revenues 5,423,812

Changes in net assets 3,836,197

Net assets, beginning of year 226,744,952

Net assets, end of year

The accompanying notes to financial statements
are an integral part of this statement.
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$ 230,581,149




ASSETS

Cash and cash equivalents
Investments
Accounts receivable
Due from other governments
Due from other funds
Deposits
Prepaid items

Total Assets

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT

BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2011

Special Revenue Funds

Surface Water

Improvement
and Lands Lands DOT Capital Total

General Management Fees Projects Management Regulation Mitigation Projects Governmental

Fund Fund Fund Fund Fund Fund Fund Fund Funds
$ 320,062 S - - $ - $ - $ - $ - $ - $ 320,062
34,047,098 6,814,382 8,860,275 2,633 385,593 3,099,338 15,768,705 8,552,590 77,530,614
- - 17,027 - 24 - - - 17,051
- 199,283 - 1,455,999 1,047,763 310,612 - 278,928 3,292,585
5,836,139 - - - - - 179,342 - 6,015,481
7,233 - - - - - - - 7,233
- - - - 425 675 75 - 1,175
$ 40,210,532 $ 7,013,665 8,877,302 $ 1,458,632 $ 1,433,805 $ 3,410,625 $ 15,948,122 $8,831,518 $ 87,184,201

The accompanying notes to financial statements
are an integral part of this statement.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2011
(Continued)

Special Revenue Funds

Surface Water

Improvement
and Lands Lands DOT Capital Total
General Management Fees Projects Management Regulation Mitigation Projects Governmental
Fund Fund Fund Fund Fund Fund Fund Fund Funds
LIABILITIES AND FUND
BALANCES
Liabilities
Accounts payable $ 1,570,680 $ 136 $ - $ - $ 80,114 $ 72,437 $ 257 $ - $ 1,723,624
Unearned revenue - 6,469,792 16,000 - 302,647 225,000 14,711,172 5,478,092 27,202,703
Deposits 1,560 - 2,000 - 70,499 - - - 74,059
Due to other governments 163 9,119 - - 49,585 265 - - 59,132
Due to other funds 179,342 534,618 866,158 1,458,632 930,535 - - 2,046,196 6,015,481
Total liabilities 1,751,745 7,013,665 884,158 1,458,632 1,433,380 297,702 14,711,429 7,524,288 35,074,999
Fund balances
Nonspendable - - - - 425 675 75 - 1,175
Restricted:
Restricted for regulatory permitting, licensing
and enforcement activities - - - - - 3,112,248 - - 3,112,248
Restricted for mitigation projects - - - - - - 1,236,618 - 1,236,618
Committed:
Commited for land management, land
acquisition, and capital improvements - - 7,993,144 - - - - 1,307,230 9,300,374
Committed for water supply projects 22,746,248 - - - - - - - 22,746,248
Assigned:
Litigation and expert witnesses 800,000 - - - - - - - 800,000
Small community water supply 2,900,000 - - - - - - - 2,900,000
Mitigation banking activities 3,812,539 - - - - - - - 3,812,539
Unassigned 8,200,000 - - - - - - - 8,200,000
Total fund balances 38,458,787 - 7,993,144 - 425 3,112,923 1,236,693 1,307,230 52,109,202
Total Liabilities and Fund Balances $ 40,210,532 $ 7,013,665 $ 8,877,302 $ 1,458,632 $ 1,433,805 $ 3,410,625 $ 15,948,122 $ 8,831,518

Amounts reported for governmental activities in

the statement of net assets are different because:
Capital assets used in governmental activities are not

financial resources and, therefore, are not reported in

governmental funds 179,130,149
Long-term liabilities are not due and payable

in the current period and, therefore,

are not reported in governmental funds (658,202)
Net assets of governmental activities $ 230,581,149

The accompanying notes to financial statements
are an integral part of this statement.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Special Revenue Funds

Surface Water

Improvement
and Lands Lands DOT Capital Total
General Management Fees Projects Management Regulation Mitigation Projects Governmental
Fund Fund Fund Fund Fund Fund Fund Fund Funds
Revenues
Property taxes $ 3,788,875 $ - $ - $ - $ - $ - $ - $ - $ 3,788,875
Permits and licenses - - - - - 424,150 - - 424,150
Timber sales - - 480,302 - - - - - 480,302
Intergovernmental revenue 783,841 1,580,955 - 1,300,577 4,150,280 2,604,876 1,321,103 2,761,437 14,503,069
Federal grants - - - 2,870,603 1,317 21,766 65,442 1,642,950 4,602,078
Investment income 165,809 35,170 33,988 325 1,084 - 58,085 16,378 310,839
Miscellaneous revenue 6,552 - 13,151 - 29,522 68,450 - - 117,675
Total revenues 4,745,077 1,616,125 527,441 4,171,505 4,182,203 3,119,242 1,444,630 4,420,765 24,226,988
Expenditures
Salaries 2,137,240 538,855 - 728,350 667,875 2,226,085 223,619 37,726 6,559,750
Employee benefits 1,806,883 93,788 - 124,843 128,270 388,157 41,165 6,871 2,589,977
Professional/contractual services 340,775 216,643 - 2,262,957 1,685,627 1,489,331 632,344 258,726 6,886,403
Services 1,016,765 20,308 - 36,785 259,384 283,760 20,124 477 1,637,603
Commodities 352,004 10,449 - 43,424 820,307 39,188 172,927 - 1,438,299
Capital outlay 129,435 17,404 - 113,301 137,791 19,806 39,950 6,070,998 6,528,685
Grants and aids 196,243 70,000 - 59,330 64,010 - - 676,386 1,065,969
Administrative overhead allocated (2,938,381) 354,025 - 479,051 448,040 1,483,980 147,530 25,755 -
Secondary fringe allocated (2,135,518) 259,482 - 350,251 323,126 1,075,279 108,887 18,493 -
Total expenditures 905,446 1,580,954 - 4,198,292 4,534,430 7,005,586 1,386,546 7,095,432 26,706,686
Excess (deficiency) of revenues
over (under) expenditures 3,839,631 35,171 527,441 (26,787) (352,227) (3,886,344) 58,084 (2,674,667) (2,479,698)

The accompanying notes to financial statements
are an integral part of this statement.
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Other financing sources (uses)
Sale of general fixed assets
Operating transfers in
Operating transfers out

Total other financing
sources (uses)

Excess of revenues
and other financing sources
over expenditures and other
financing uses

Fund balances, beginning of year

Fund balances, end of year

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011
(Continued)

Special Revenue Funds

Surface Water

Improvement
and Lands Lands DOT Capital Total
General Management Fees Projects Management Regulation Mitigation Projects Governmental

Fund Fund Fund Fund Fund Fund Fund Fund Funds
10,730 $ - $ - $ - $ - $ - $ - - $ 10,730
35,828 - - 26,787 353,309 3,521,576 - 123,681 4,061,181
(3,672,044) (35,171) (353,309) - (657) - - - (4,061,181)
(3,625,486) (35,171) (353,309) 26,787 352,652 3,521,576 - 123,681 10,730
214,145 - 174,132 - 425 (364,768) 58,084 (2,550,986) (2,468,968)
38,244,642 - 7,819,012 - - 3,477,691 1,178,609 3,858,216 54,578,170
38,458,787 $ - $ 7,993,144 $ - $ 425 $ 3,112,923 $ 1,236,693 $ 1,307,230 $ 52,109,202

The accompanying notes to financial statements
are an integral part of this statement.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Amounts reported for governmental activities in the Statement of Activities (page 9) are different because:

Net change in fund balance - total governmental funds (page 13) $ (2,468,968)

Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is allocated
over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlays exceeded

depreciation expense in the current period. 6,159,829

Some expenses reported in the statement of activities do not require
the use of current financial resources and, therefore, are not
reported as expenditures in governmental funds. 145,336

Changes in net assets of governmental activities (page 9) $ 3,836,197

-14 -



NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies:

The Northwest Florida Water Management District (the “District”) was established by the Florida
Water Resources Act of 1972, Chapter 72-299, Laws of Florida and operates under Chapter 373,
Florida Statutes. It was the State of Florida Legislature’s stated intent in establishing the District,
and other Districts, to: provide for the management of water and related land resources; promote the
conservation, development, and proper utilization of surface and ground water; develop and regulate
dams, impoundments, reservoirs, and other works and to provide water storage for beneficial
purposes; prevent damage from floods, soil erosion, and excessive drainage; preserve natural
resources, fish and wildlife; promote recreational development, protect public lands and assist in
maintaining the navigability of rivers and harbors; and otherwise promote the health, safety, and the
general welfare of the people of the State.

The District encompasses all or part of sixteen counties in the northwestern part of Florida. There
are nine members of the District Governing Board. Each member resides within the District and is
appointed by the Governor and confirmed by the Senate. Board members are appointed for a four-
year term.

The District’s financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America. The Government Accounting Standards Board (GASB) is
responsible for establishing accounting principles generally accepted in the United States of
America for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do
not conflict with or contradict GASB pronouncements. The more significant accounting policies
established in accounting principles generally accepted in the United States of America and used by
the District are discussed below.

A. Financial Reporting Entity

As required by accounting principles generally accepted in the United States of America, these
financial statements present the District as a component unit of the State of Florida. Based on the
criteria listed below the State of Florida is considered the primary government.

A primary government is financially accountable for an organization if (1) it appoints a voting
majority of the organization’s governing board, (2) it is able to impose its will on the organization or
(3) there is a potential for the organization to provide specific financial benefits to or impose
specific financial burdens on the primary government. Based upon these criteria, the District is
considered to be a component unit of the State of Florida and is disclosed in the State of Florida’s
financial statements.

The accompanying financial statements present the primary government only since there are no
component units for which the government is considered to be financially accountable.

B. Financial Reporting Structure

The basic financial statements include both government-wide (based on the District as a whole) and
fund financial statements.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies: (Continued)

B. Financial Reporting Structure (Continued)

Government-wide Financial Statements

The government-wide financial statements (i.c., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the District. For the most part,
the effect of interfund activity has been removed from these statements. The focus of the
government-wide statements is on the sustainability of the District as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period. Governmental
activities, which normally are supported by taxes and intergovernmental revenues are reported.

The governmental-wide statement of activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Administrative overhead, including
centralized expenses, are directly allocated to specific functions and are included in direct expenses.
Program revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a function
or segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues. Program revenues are netted within program expenses in the statement
of activities to present the net cost of each program.

Fund Financial Statements

The emphasis of fund financial statements is on the District’s major funds, each presented in a
separate column. All remaining governmental funds are aggregated and reported as non-major
funds.

The Districts transactions are recorded in the following fund types:

The General Fund is the principal operating fund used to account for most of the District’s
general activities.

Special Revenue Funds account for proceeds of specific revenue sources that are restricted or
committed to expenditure for specified purposes other than debt service and capital projects.

The Capital Projects Fund accounts for and reports financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or
construction of capital facilities and other capital assets.

The District reports the following major governmental funds:

The General Fund is the District’s primary operating fund. It accounts for all financial
resources of the District except those required to be accounted for in another fund.

The Surface Water Improvement and Management (S.W.1.M) Fund accounts for expenditures
of state and local funds legally restricted for restoration and preservation of surface waters
under the Surface Water Improvement and Management Act created by the State of Florida
Legislature.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies: (Continued)

B. Financial Reporting Structure (Continued)

Fund Financial Statements (Continued)

The Lands Fees Fund accounts for revenue from sale of licenses, leases and right of way
easements, timber sales and other revenues generated from District owned lands. Funds are
transferred to other Lands division funds and used only for land acquisitions, land management
activities or capital improvements on District owned lands.

The Projects Fund accounts for all resource management projects and activities funded
through dedicated revenue sources from grants and contracts with state, federal or local
government entities or water utility authorities.

The Lands Management Fund accounts for activities associated with the management,
improvement and maintenance of District owned lands. State appropriations from the Water
Management Lands Trust Fund provide the primary funding source for Districts land
management activities.

The Capital Projects Fund accounts for the acquisition of fixed assets or construction of major
capital projects.

The Regulation Fund accounts for all regulatory activities including consumptive use
permitting and monitoring; well construction permitting and plugging; construction and repair
of dams; and environmental resource permitting program (ERP). State appropriations from the
Water Management Lands Trust Fund provide funding for the ERP program, other activities
are funded through a small amount of fees and fines and primarily by transfers from the
General Fund.

The DOT Mitigation Fund accounts for all resource management mitigation projects and
activities funded through dedicated Florida Department of Transportation funding sources.
Expenditures include land acquisitions, restorations, monitoring and other water resource
related activities.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Non-exchange
transactions in which the District gives (or receives) value without directly receiving (or giving)
equal value in exchange include property taxes, entitlements, and donations. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenues as soon as all eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies: (Continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Property taxes, intergovernmental revenues, licenses, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available
only when cash is received by the government.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements.

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

D. Assets, Liabilities and Equity

1. Deposits and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of three months or less from the date of acquisition.

State statutes authorize the District to invest in direct obligations of the U.S. Treasury, Local
Government Surplus Funds Trust Funds, or any intergovernmental investment pool authorized
pursuant to the Florida Interlocal Cooperation Act of 1968, SEC registered money market funds
with the highest credit quality rating and savings and interest-bearing time deposits or savings
accounts in qualified public depositories.

Investments for the District are reported at fair value. The Local Government Surplus Fund
Investment Pool (“Florida PRIME”) and the Fund B Surplus Funds Trust Fund (Fund B) operates
in accordance with appropriate state laws and regulations. As a Florida PRIME and Fund B Pool
participant, the entity invests in pools of investments whereby the District owns a share of the
respective pool, not the underlying securities.

2. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion
of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund
loans). All other outstanding balances between funds are reported as “due to/from other funds.”

3. Property Taxes

The District is authorized by section 373.503, Florida Statutes, to levy ad valorem taxes on all real
and personal property located within the District not to exceed .05 mills. The rate for the 2010-
2011 fiscal year was .045 mills. The property assessment and tax collection functions are
performed by appropriate officials of county government in each of the sixteen counties
comprising the District. Commissions are paid to the counties for these appraisal and collection
services.

-18 -



I.

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies: (Continued)

D. Assets, Liabilities and Equity (Continued)

3. Property Taxes (Continued)

Taxes are billed and collected for the District by the County Tax Collectors according to Florida
Statute under the following calendar:

Lien Date: January 1
Levy Date: October 1
Due Date: November 1
Delinquency Date: April 1

4. Capital Assets

Capital assets, which include property, plant, and equipment are reported in the applicable
governmental activities columns in the government-wide financial statements. Capital assets are
defined by the District as equipment assets with an initial, individual cost of more than $1,000
(amount not rounded) and an estimated useful life of one year or more, and other assets with an
initial, individual cost of more than $50,000 (amount not rounded) and an estimated useful life of
one year or more. Such assets are recorded at historical cost or estimated historical cost, plus any
ancillary charges (freight and transportation charges, site preparation costs, installation costs, and
professional fees) necessary to place the asset into its intended location and condition for use.
Donated capital assets are recorded at estimated fair market value at the date of donation.

Additions, improvements, and other capital outlay that significantly extend the useful life of an
asset are capitalized. The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend the asset’s life are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Property, plant, and equipment of the District are depreciated using the straight line method over
the following estimated useful lives:

Assets Years
Infrastructure 50
Buildings 40
Leasehold improvements 15

Field equipment 7
Office equipment 7
Vehicles and water craft 7
Lawn maintenance equipment 5
Computer equipment, technical equipment and software 3

5. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities statement of net assets.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Summary of Significant Accounting Policies: (Continued)

D. Assets, Liabilities and Equity (Continued)

6. Compensated Absences

It is the District’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. All vacation pay is accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

7. Fund Equity

Beginning with fiscal year 2011, the District implemented GASB Statement No. 54, “Fund Balance
Reporting and Governmental Fund Type Definitions.” This Statement provides more clearly
defined fund balance categories to make the nature and extent of the constraints placed on a
government’s fund balance more transparent. The following classifications describe the relative
strength of the spending constraints:

Nonspendable fund balance—includes amounts that cannot be spent because they are either
(a) not in spendable form or (b) are legally or contractually required to be maintained intact.
The District had $1,175 in nonspendable resources as of September 30, 2011.

Restricted fund balance—includes amounts for which constraints have been placed on the use
of the resources either (a) externally imposed by creditors (such as through a debt covenant),
grantors, contributors, or laws or regulations of other governments, or (b) imposed by law
through constitutional provisions or enabling legislation. The District had $4,348,866 in
restricted resources as of September 30, 2011.

Committed fund balance—includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the Governing Board. These amounts
cannot be used for any other purpose unless the Governing Board removes or changes the
specified use by taking the same type of action (ordinance or resolution) that was employed
when the funds were initially committed. This classification also includes contractual
obligations to the extent that existing resources have been specifically committed for use in
satisfying those contractual requirements. The District had $32,046,622 in committed
resources as of September 30, 2011.

Assigned fund balance—includes amounts that are constrained by the District’s intent to be
used for a specific purpose but are neither restricted nor committed. This intent can be
expressed by the Governing Board or through the Governing Board delegating this
responsibility to assigned staff. The District had $7,512,539 in assigned resources as of
September 30, 2011.

Unassigned fund balance—includes the residual fund balance for the General Fund. The
District had $8,200,000 in unassigned resources as of September 30, 2011.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

I. Summary of Significant Accounting Policies: (Continued)

D.

8.

Assets, Liabilities and Equity (Continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

II. Reconciliation of Government-Wide and Fund Financial Statements:

A.

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets

The governmental fund balance sheet includes a reconciliation between fund balances — total
governmental funds and net assets — governmental activities as reported in the government-
wide statement of net assets. One element of that reconciliation explains that “long-term
liabilities, are not due and payable in the current period and therefore are not reported in the
fund.” The details of this difference are as follows:

Compensated absences $ 643,358
Other post-employment benefits 14,844
Net adjustment to reduce fund balance — total
governmental funds to arrive at net assets — —
governmental activities $ 658,202

Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances (deficits) and the government-
wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances — total governmental funds
and changes in net assets of governmental activities as reported in the government-wide
statement of activities. One element of that reconciliation explains that “Governmental funds
report capital outlays as expenditures. However, in the statement of activities the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense.” The
details of this difference are as follows:

Capital outlay $ 6,777,399
Depreciation expense (617,570)

Net adjustment to increase net changes in fund balances —
total governmental funds to arrive at changes in net assets of —
governmental activities $ 6,159,829
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Reconciliation of Government-Wide and Fund Financial Statements: (Continued)

B. Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances (deficits) and the government-
wide statement of activities (Continued)

Another element of that reconciliation states that “Some expenses reported in the statement of
activities do not require the use of current financial resources and therefore are not reported as
expenditures in governmental funds.” The details of this difference are as follows:

Compensated absences $ 45,189
Other post-employment benefits 100,147

Net adjustment to increase net changes in fund balances —
total governmental funds to arrive at changes in net assets of
governmental activities $ 145,336

III. Detailed Notes On All Funds:

A. Deposits and Investments

Deposits. At year end, the District had carrying amounts of deposits of $320,061 and bank balances
of $418,834. Of the bank balances, $418,834, was covered by Federal depository insurance or by
collateral held by the District’s custodial bank which is pledged to a state trust fund that provides
security in accordance with Florida Security for Deposits Act, Chapter 280, for amounts held in
excess of FDIC coverage.

The Florida Security for Public Deposits Act established guidelines for qualification and
participation by banks and savings associations, procedures for the administration of the collateral
requirements and characteristics of eligible collateral.

Investments. The foremost objective of the District’s investment policy is the safety of capital and
liquidity of funds. Achieving an optimal rate of return is of secondary importance as compared to
the safety and liquidity of funds. The District’s investment policy limits investments to those
relatively low risk securities authorized in anticipation of earning a fair return relative to the risk
being assumed. How the District manages credit risk, interest rate risk, and custodial credit risk is
as follows:

Investments of $76,560,715 represent amounts held with the Florida State Board of Administration,
Local Government Surplus Funds Trust (“PRIME Fund”). This fund is structured as a “2a-7 like”
fund, which is carried at amortized cost. Amortized cost includes accrued income and is a method of
calculating an investment’s value by adjusting its acquisition cost for amortization of discount or
premium over the period from purchase to maturity. Thus, the balance in the fund is its fair value. A
“2a-7 like” fund is not registered with the SEC as an investment company, but never the less has a
policy that it will, and does, operate in a manner consistent with the SEC’s Rule 2a-7 of the
Investment Company Act of 1940, which comprises the rules governing money market funds.

-22 -
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NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

III. Detailed Notes On All Funds: (Continued)

A. Deposits and Investments (Continued)

Investments. (Continued)

Investments of $969,900 represent amounts held with the Florida State Board of Administration,
Fund B Surplus Funds Trust Fund. The Fund B Surplus Funds Trust Fund is accounted for as a
fluctuating net asset value pool. Therefore, fair value for this fund must be calculated using a fair
value factor, which was .7568386 at September 30, 2011.

Credit Risk: The District minimizes credit risk, the risk of loss due to failure of the security, by
limiting investments to authorized investments. Investments of the Florida State Board of
Administration Pool are divided into two funds: Florida PRIME and Fund B. The Local
Government Surplus Funds Trust (“PRIME Fund”) is rated by Standards and Poors. The current
rating is AAAm. The Investment Manager of Florida PRIME managements credit risk by
purchasing only high quality securities, performing a credit analysis to develop a database of issuers
and securities that meet the Investment manager’s minimum standard and by regularly reviewing the
portfolio’s securities financial data, issuer news and developments, and ratings of the nationally
recognized statistical rating organizations. The Fund B Surplus Funds Trust Fund is not rated by
any nationally recognized statistical rating agency.

Interest Rate Risk: The District manages its exposure to declines in fair values of investments by
investing operating funds primarily in shorter-term securities and the Florida State Board of
Administration’s Florida PRIME and Fund B. The weighted average days to maturity of the Local
Government Surplus Funds Trust at September 30, 2011 was 38 days. Next interest rate reset dates
for floating rate securities are used in the calculation of the weighted average days to maturity. The
weighted average life of Fund B Surplus Funds Trust Fund at September 30, 2011 was 4.82 years.
However, because Fund B consists of restructured or defaulted securities there is considerable
uncertainty regarding the weighted average life.

Custodial Credit Risk: Investments are subject to custodial credit risk if the securities are
uninsured, not registered in the District’s name, and are held by the party that either sells to or buys
for the District. No investments held at year end were subject to custodial credit risk. The Florida
State Board of Administration Florida PRIME does participate in securities lending, but the District
owns shares of the Florida PRIME and not the underlying investments. Neither the District nor
Florida Prime or Fund B has participated in a securities lending program in the fiscal year ending
September 30, 2011.
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I1I. Detailed Notes On All Funds: (Continued)

B. Receivables

Receivables as of year end for the government’s individual major funds, including the applicable
allowances for uncollectible accounts, are as follows:

Lands Capital
SWIM Lands Fees Projects Management  Projects Regulation
Fund Fund Fund Fund Fund Fund Total
Receivables:
Accounts $ - $ 17,027 $ - 3 24§ - $ $ 17,051
Intergovernmental 199,283 1,455,999 1,047,763 278,928 310,612 3,292,585
Gross receivables 199,283 17,027 1,455,999 1,047,787 278,928 310,612 3,309,636
Less: allowance for
uncollectibles - -

Net total receivables  $ 199283 § 17,027 $ 1455999 $ 1,047,787 $ 278,928 $ 310,612 $3,309,636

Governmental funds report deferred revenue in connection with receivables for revenues that are
not considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not yet earned.
At the end of the current fiscal year, the various components of deferred revenue and unearned
revenue reported in the governmental funds were as follows:

Unavailable Unearned

Grant drawdowns prior to meeting all eligibility
requirements $ — $ 27,202,703
Total deferred/unearned revenue for governmental funds % - $ 27,202,703
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III.  Detailed Notes On All Funds: (Continued)

C. Capital Assets

Capital asset activity for the year ended September 30, 2011, was as follows:

Governmental Activities

Balance
10/01/10

Increase

Decrease

Balance
Transfers 09/30/11

Capital assets, not being depreciated:

Land
Capital easements
Construction in progress

Total capital assets, not being
depreciated

Capital assets, being depreciated:
Buildings and improvements
Infrastructure

Machinery and equipment

Total capital assets, being
depreciated

Less accumulated depreciation for:

Buildings and improvements
Infrastructure

Machinery and equipment

Total accumulated depreciation

Total capital assets being
depreciated, net

$151,603,433 § 3,846,243 §

$(198,396) $155,251,280

17,137,026 1,686,594 - - 18,823,620
- 126,375 - - 126,375
168,740,459 5,659,212 - (198,396) 174,201,275
2,332,811 358,384 - - 2,691,195
1,004,931 460,608 - 198,396 1,663,935
5,181,187 299,195  (152,759) - 5,327,623
8,518,029 1,118,187  (152,759) 198,396 9,682,753
(837,464) (76,949) - - (914,413)
(51,775) (28,885) - - (80,660)
(3,399,829)  (511,736) 152,759 — (3,758,806)
(4289,068)  (617,570) 152,759 — T (4,753,879)
$ 4229861 $ 500,617 $ —  $198396 $ 4,928,874

Depreciation expense was charged to functions of the District as follows:

Governmental Activities:
Water resources planning and monitoring
Acquisition, restoration and public works

Operation and maintenance of lands and works

Regulation
Outreach
Administration
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

II1. Detailed Notes On All Funds: (Continued)

D. Interfund Balances and Activity

Due to the General Fund from the Projects Fund for expenditures
related to project activities. $ 1,458,632

Due to the General Fund from the Surface Water Improvement
Fund for expenditures related to surface water improvement

activities. 534,618
Due to the General Fund from the Lands Fees fund for
expenditures related to District land activities. 866,158
Due to the General Fund from the Lands Management Fund for
expenditures related to lands management activities. 930,535
Due to the General Fund from the Capital Projects Fund for
expenditures related to land acquisition activities. 2,046,196
Due to the DOT Mitigation Fund from the General Fund for
expenditures related to mitigation activities. 179,342
$6,015,481

Transfers To/From Other Funds

Transfers to/from other funds at September 30, 2011 consist of the following:
From the General Fund to the Projects Fund for expenditures

related to District general activities. $ 26,787
From the General Fund to the Capital Projects Fund for

expenditures related to lands acquisition activities. 123,681
From the General Fund to the Regulation Fund for expenditures

related to District environmental resource permitting. 3,521,576

From the Surface Water Improvement and Management Fund to
the General Fund for expenditures related to surface water

improvement activities. 35,171
From the Lands Management Fund to the General Fund for
expenditures related to land management activities 657
From the Lands Fees Fund to the Lands Management Fund for
expenditures related to lands management activities 353,309
§ 4,061,181
E. Leases

The District is committed under noncancellable operating leases for office space. Future minimum
lease payments for these leases for the next five years and in the aggregate are as follows:

Year Ending September 30 Total

2012 $ 319,094

2013 260,221

2014 198,587

2015 204,053

2016 209,679

Thereafter 178,733

Total Lease Payments $ 1,370,367
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Iv.

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

Detailed Notes On All Funds: (Continued)

F. Long-term Debt

Changes in Long-term Liabilities. Long term liability activity for the year ended September 30,
2011, was as follows:

Balance Balance Due within
10/01/10 Additions  Deductions 09/30/11 one year

Governmental activities

Compensated absences $ 688,547 § 714,101 $ 759,290 $ 643,358 $ 643,358
Other post-employment benefits 114,991 14,844 114,991 14,844 -
Total $ 803,538 $§ 728,945 § 874,281 §$ 658,202 § 643,358

Other Information:

A. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; errors and omissions; and natural disasters for which the government carries commercial
insurance.

B. Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the Federal government and the State of Florida. Any disallowed
claims, including amounts already collected, may constitute a liability of the applicable funds. The
amount, if any, of expenditures which may be disallowed by the grantor cannot be determined at
this time although the District expects such amounts, if any, to be immaterial.

The District is a defendant in various lawsuits. Although the outcome of these lawsuits is not

presently determinable, it is the opinion of the District’s counsel that resolution of these matters
will not have a material adverse effect on the financial condition of the District.
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IV. Other Information: (Continued)

C. Deferred Compensation Plan

The District offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all full-time employees at their option, permits
participants to defer a portion of their salary until future years. The deferred compensation is not
available to participants until termination, retirement, death, or unforeseeable emergency.

D. Employee Retirement Systems and Plans
Statewide Local Government Retirement System (SLGRS)

Plan Description: The District participates in the State of Florida Retirement System Pension Plan,
a cost sharing, multiple-employer public employee retirement system administrated by the State of
Florida Department of Management Services, Division of Retirement to provide retirement and
survivor benefits to participating public employees. Chapter 121, F.S, establishes the authority for
participant eligibility, contribution requirements, vesting eligibility, and benefit provisions.

The Pension Plan issues a publicly available financial report that includes financial statements, 10-
year historical trend information, and other required supplementary information. That report may be
obtained by writing to the:

State of Florida, Department of Management Services
Division of Retirement

4050 Esplanade Way

Tallahassee, Florida 32399-0950

The Pension Plan provides vesting of benefits after six years of creditable service for those enrolled
prior to July 1, 2011; for those enrolled on or after July 1, 2011 eight years are creditable service are
required for vesting. Regular members are eligible for normal retirement after six years of service
and attaining age 62 or 30 years of service regardless of age for those enrolled prior to July 1, 2011
and age 65 or 33 years of service for those enrolled on or after July 1, 2011. Early retirement may
be taken at any time after completing the required years of service for vesting; however, there is a
5% benefit reduction for each year prior to normal retirement.

The Deferred Retirement Option Program (DROP), implemented on July 1, 1998, is a program that
allows the employee to retire without terminating employment for up to five years while retirement
benefits accumulate and earn interest compounded monthly at an effective annual rate of 6.5%.
This was reduced to 1.3% per year for any member whose DROP participation date is effective on
or after July 1, 2011. This program is available to eligible members of the Florida Retirement
System who are in the FRS Pension Plan. Employee participation in DROP does not change the
employee’s condition of employment. When the DROP period ends, the employee must terminate
employment. At that time, the employee will receive the accumulated DROP benefits and begin
receiving monthly retirement benefits. Eligible members may participate in DROP when they are
vested and have reached the normal retirement age or years of service. If an employee completes 30
years of service before the age of 57, the employee may elect to defer the DROP election until age
57.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
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IV. Other Information: (Continued)

D. Employee Retirement Systems and Plans (Continued)

As of June 1, 2003, the FRS offered members the option of participating in the Florida Retirement
Investment Plan (Investment Plan), a defined contribution plan qualified under Section 401(a) of
the Internal Revenue Code. The Investment Plan is administered by the State of Florida
Department of Management Services, Division of Retirement to provide retirement and survivor
benefits to participating public employees. Chapter 121, F.S. establishes the authority for
participant eligibility, contribution requirements, vesting eligibility, and benefit provisions. The
Investment Plan provides vesting of benefits after one year of creditable service. Employees were
eligible to make an election to participate in the Investment Plan instead of the Pension Plan.
Existing employees were able to make the election beginning December 1, 2003. New employees
could make the election within five months of their month of hire. Participants in the Investment
Plan also have a one-time opportunity to switch back to the Pension Plan at any time by “buying
back” into the Pension Plan. The rates for the Investment Plan are the same as the Pension Plan.

Funding Policy: Effective July 1, 2010, the District was required to contribute 10.77% for regular
annual covered employee’s salary, 14.57% for senior management annual covered employee’s
salary, and 12.25% for employees participating in the Deferred Retirement Option Program
(DROP). Effective July 1, 2011, the District was required to contribute 4.91% for regular annual
covered employee’s salary, 6.27% for senior management annual covered employee’s salary, and
4.42% for employees participating in the Deferred Retirement Option Program (DROP). Effective
July 1, 2011, employees are required to make a 3% contribution toward their retirement account.
The contribution requirements of the District may be changed by the Florida Retirement System.
For each of the three years ended September 30, 2011, 2010 and 2009, the District contributed
100% of the required contribution to the Florida Retirement System. The District’s contributions to
the Florida Retirement System for the years ended September 30, 2011, 2010, and 2009 were
$643,290, $687,472, and $649,605, respectively.

E. Other Post-Employment Benefits (OPEB) Retiree Healthcare Plan:

The cost of post-employment healthcare benefits generally should be associated with the periods in
which the cost occurs, rather than in the future year when it will be paid. The District recognizes
the cost of post-employment healthcare benefits in the year when the employee services are
received, reports the accumulated liability from prior years and provides information useful in
assessing potential demands on the District’s future cash flows.

(a) Plan Description

The District contributes, along with its employees and retirees, to either the Blue Cross and Blue
Shield of Florida Health Care Plan (BCBS) or Capital Health Plan (CHP) to provide certain
healthcare benefits to active and retired employees and their dependents. The healthcare plan is a
single-employer plan and the District provides the option of coverage with BCBS or CHP. The
benefits, benefit levels, employee contributions and employer contributions are governed by the
Plan.
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IV. Other Information: (Continued)

E. Other Post-Employment Benefits (OPEB) Retiree Healthcare Plan: (Continued)
(b) Benefits Provided:

The District provides post-employment health care benefits to its retired employees and their
dependents. To be eligible for benefits, an employee must have completed at least six years of
service and started receiving pension benefits at termination. All health care benefits are provided
through the District’s Blue Cross and Blue Shield employee health care plan. The benefit levels are
the same as those afforded to active employees. Benefits include general inpatient and outpatient
medical services; mental and substance abuse care; and prescriptions. Upon retirees reaching 65
years of age, Medicare becomes the primary insurer for CHP plan participants. BCBS participants
are allowed to select either Medicare or the traditional plan.

(¢) Membership:
At September 30, 2011, membership consisted of:

Active employees 105
Inactive employees 10

(d) Funding Policy:

As of October 1, 2011, the District will no longer contribute premiums for retired senior
management employees or regular class employees. The District’s Blue Cross and Blue Shield
contract establishes the individual premium to be paid by the retired employees. The State of
Florida prohibits the District from separately rating retired employees and active employees. As a
result, the District’s premium charges to retired employees can be no more than the premium cost
applicable to active employees.

(e) Annual OPEB Costs, Net OPEB Obligation:

The Employer’s annual other postemployment benefits (OPEB) cost (expense) is calculated based
on the ARC. The ARC represents a level of funding that, if paid on an ongoing basis, is projected
to cover normal cost each year and to amortize any unfunded actuarial liabilities (or funding
excess) over a period not to exceed 15 years. The following table shows the calculation of Annual
Required Contribution and Net OPEB Obligation for the fiscal year ended September 30, 2011:

Annual Required Contribution (ARC) $ 78,158
Net OPEB Obligation (NOO) at beginning of year 114,991
Interest on Net OPEB Obligation 3,450
Adjustment to Annual Required Contribution (ARC) (8,201)
Adjustment for Change in Benefits (114,991)
Annual OPEB Cost (Expense) 73,407
Employer Contributions Made 58,563
Increase (decrease) in Net OPEB Obligation 14,844
Net OPEB Obligation (NOO) at the end of the year 14,844

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation were as follows:

Percentage of

Fiscal Year Annual OPEB Amount Annual OPEB Cost Net OPEB
Ended Cost Contributed Contributed Obligation
9/30/2011 $ 73,407 $ 58,563 80% $ 14,844
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IV. Other Information: (Continued)
E. Other Post-Employment Benefits (OPEB) Retiree Healthcare Plan: (Continued)
(f) Funded Status and Funding Progress:

As of September 30, 2011, the plan assets were $0, the actuarial accrued liability for benefits is
$862,511, the total unfunded actuarial liability is $862,511, and the actuarial value of assets as a
percentage of the actuarial accrued liability (funded ratio) is 0%. The covered payroll (annual
payroll of active employees covered by the plan) was $6,248,982, and the ratio of the unfunded
actuarial accrued liability to the covered payroll was 14%.

The projection of future benefit payments for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required contributions
of the employer are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future. The schedule of funding progress,
presented as required supplementary information following the notes to the financial statements,
presents multiyear trend information about whether the actuarial value of plan assets is increasing
or decreasing over time relative to the actuarial accrued liabilities for benefits.

(g) Methods and Assumptions:

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understood by the employer and plan members) and includes the types of benefits provided at
the time of each valuation and the historical pattern of sharing of benefit costs between the
employer and plan members to that point. The methods and assumptions used include techniques
that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the
actuarial value of assets, consistent with the long-term perspective of the calculations.

A discount rate of 3.0% was used. A general price inflation of 2.80% was assumed. In addition,
the Entry Age Normal Cost actuarial cost method was used. The unfunded actuarial accrued
liability is being amortized as a level percentage of projected payrolls on a closed basis. The
remaining amortization period at September 30, 2011 was 15 years.

F. Related Party Transaction

During the year ended September 30, 2011, the District purchased land from Neal Land and
Timber Company for approximately $3.6 million. A member of the Governing Board is an
employee of Neal Land and Timber.

G. Mitigation Bank Financial Responsibility Assurances

The District is authorized by Section 373.4136, F.S. to permit the establishment of mitigation
banks. As permit application proposing the establishment of a mitigation bank is required to
demonstrate the financial ability to conduct the mitigation activities, any necessary management of
the site, monitoring of the mitigation, and any necessary correction action indicated by the
monitoring. The mitigation banks can provide the demonstrated financial assurance by obtaining a
surety bond, performance bond, irrevocable letter of credit, or establishing a trust fund. If a bond
or an irrevocable letter of credit is used, a standby trust fund shall be established in which all
payments under the bonds or letters of credit shall be directly deposited. If the mitigation bank
fails to comply with the terms and conditions of the permit, the District may draw upon the
financial assurance provided by the mitigation bank. As of September 30, 2011, the District had $0
of financial assurances provided by the various mitigation banks.
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IV. Other Information: (Continued)
H. New Accounting Pronouncements

In November 2010, the GASB issued Statement No. 60, Accounting and Financial Reporting for
Service Concession Arrangements, effective for the District’s fiscal year beginning October 1,
2012. The objective of Statement No. 60 is to improve financial reporting by addressing issues
related to service concession arrangements (SCAs), which are a type of public-private or public-
public partnership. As used in this Statement, an SCA is an arrangement between a transferor (a
government) and an operator (government or nongovernmental entity) in which (1) the transferor
conveys to an operator the right and related obligation to provide services through the use of
infrastructure or another public asset (a “facility”) in exchange for significant consideration and (2)
the operator collects and is compensated by fees from third parties. This Statement requires
disclosures about an SCA including a general description of the arrangement and information
about the associated assets, liabilities, and deferred inflows, the rights granted and retained, and
guarantees and commitments. The District is currently evaluating the effect this Statement will
have on its financial statements.

In November 2010, the GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus-
an amendment of GASB Statements, effective for the District’s fiscal year beginning October 1,
2012. The objective of Statement No. 61 is to improve financial reporting for a governmental
financial entity. The requirements of Statement No. 14, The Financial Reporting Entity, and the
related financial reporting requirements of Statement No. 34, Basic Financial Statements-and
Management’s Discussion and Analysis for State and Local Governments, were amended to better
meet user needs and to address reporting entity issues that have arisen since the issuance of those
Statements. The District is currently evaluating the effect this Statement will have on its financial
statements.

In December 2010, the GASB issued Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements,
effective for the District’s fiscal year beginning October 1, 2012. The objective of Statement No.
62 is to incorporate into the GASB’s authoritative literature certain accounting and financial
reporting guidance that is included in the following pronouncements issued on or before November
30, 1989, which does not conflict with or contradict GASB pronouncements: 1. Financial
Accounting Standards Board (FASB) Statements and Interpretations, 2. Accounting Principles
Board Opinions and 3. Accounting Research Bulletins of the American Institute of Certified
Public Accountants’ (AICPA) Committee on Accounting Procedure. The District is currently
evaluating the effect this Statement will have on its financial statements.

In June 2011, the GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, effective for the District’s fiscal year
beginning October 1, 2012. The objective of Statement No. 63 is to provide financial reporting
guidance for deferred outflows of resources and deferred inflows of resources. The requirements of
this Statement will improve financial reporting by standardizing the presentation of deferred
outflows of resources and deferred inflows of resources and their effects on a government’s net
position. It alleviates uncertainty about reporting those financial statement elements by providing
guidance where none previously existed. The District is currently evaluating the effect this
Statement will have on its financial statements.

In June 2011, the GASB issued Statement No. 64, Derivative Instruments: Application of Hedge
Accounting Termination Provisions — an amendment of GASB Statement No. 53, effective for the
District’s fiscal year beginning October 1, 2011. The objective of Statement No. 64 is to clarify
whether an effective hedging relationship continues after the replacement of a swap counterparty
or a swap counterparty’s credit support provider. This Statement sets forth criteria that establish
when the effective hedging relationship continues and hedge accounting should continue to be
applied. The District is currently evaluating the effect this Statement will have on its financial
statements.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

General Fund

Surface Water Improvement and Management Fund

Variance with

Variance with

Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
Revenues
Property taxes $ 3,954,369 3,954,369 $ 3,788,875 $ (165,494)  $ - $ - - -
Permits and licenses - - - - - - - -
Timber sales - - - - - - - -
Intergovernmental revenue 1,044,926 1,044,926 783,841 (261,085) 6,365,230 6,365,230 1,580,955 (4,784,275)
Federal grants - - - - - - - -
Investment income (loss) 900,000 900,000 165,809 (734,191) - - 35,170 35,170
Miscellaneous revenue 2,000 2,000 6,552 4,552 - - - -
Total revenues 5,901,295 5,901,295 4,745,077 (1,156,218) 6,365,230 6,365,230 1,616,125 (4,749,105)
Expenditures
Salaries 2,242,577 2,242,577 2,137,240 105,337 743,836 743,836 538,855 204,981
Employee benefits 1,917,668 1,917,668 1,806,883 110,785 137,660 137,660 93,788 43,872
Professional/contractual services 2,046,481 2,046,481 340,775 1,705,706 4,268,495 4,268,495 216,643 4,051,852
Services 1,295,150 1,295,150 1,016,765 278,385 49,645 49,645 20,308 29,337
Commodities 484,675 484,675 352,004 132,671 92,175 92,175 10,449 81,726
Capital outlay 613,172 613,172 129,435 483,737 78,100 78,100 17,404 60,696
Grants and aids 4,765,000 4,765,000 196,243 4,568,757 100,000 100,000 70,000 30,000
Administrative overhead allocated (3,290,065) (3,290,065) (2,938,381) (351,684) 535,155 535,155 354,025 181,130
Secondary fringe allocated (2,218,774) (2,218,774) (2,135,518) (83,256) 360,164 360,164 259,482 100,682
Total expenditures 7,855,884 7,855,884 905,446 6,950,438 6,365,230 6,365,230 1,580,954 4,784,276
Excess (deficiency) of revenues over
(under) expenditures (1,954,589) (1,954,589) 3,839,631 5,794,220 - - 35,171 35,171

The accompanying note to required supplementary information
is an integral part of this schedule.
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Other financing sources (uses)
Sale of general fixed assets
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing (uses)

Fund balances, beginning of year

Fund balances, end of year

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

(Continued)

General Fund

Surface Water Improvement and Management Fund

Variance with

Variance with

Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ 10,730 $ 10,730 - - $ -
5,508,839 5,508,839 35,828 (5,473,011) - - -
(3,295,612) (4,511,367) (3,672,044) 839,323 - (35,171) (35,171)
2,213,227 997,472 (3,625,486) (4,622,958) - (35,171) (35,171)
258,638 (957,117) 214,145 1,171,262 - - -
38,244,642 38,244,642 38,244,642 - - - -
$ 38,503,280 $ 37,287,525 $ 38,458,787 $ 1,171,262 - - $ -

The accompanying note to required supplementary information

is an integral part of this schedule.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

(Continued)
Lands Fees Fund Projects Fund
Variance with Variance with
Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
Revenues
Property taxes $ - $ - $ - $ - $ - $ - $ - $ -
Permits and licenses - - - - - - - -
Timber sales 1,500,000 1,500,000 480,302 (1,019,698) - - - -
Intergovernmental revenue - - - - 5,881,233 5,881,233 1,300,577 (4,580,656)
Federal grants - - - - 5,296,449 5,296,449 2,870,603 (2,425,846)
Investment income (loss) 150,892 150,892 33,988 (116,904) - - 325 325
Miscellaneous revenue 1,050 1,050 13,151 12,101 - - - -
Total revenues 1,651,942 1,651,942 527,441 (1,124,501) 11,177,682 11,177,682 4,171,505 (7,006,177)
Expenditures
Salaries - - - - 718,224 743,224 728,350 14,874
Employee benefits - - - - 136,279 136,279 124,843 11,436
Professional/contractual services - - - - 8,469,995 8,444,995 2,262,957 6,182,038
Services - - - - 49,449 49,449 36,785 12,664
Commodities - - - - 58,272 58,272 43,424 14,848
Capital outlay - - - - 278,300 278,300 113,301 164,999
Grants and aids - - - - 865,000 865,000 59,330 805,670
Administrative overhead allocated - - - - 518,179 518,179 479,051 39,128
Secondary fringe allocated - - - - 347,769 347,769 350,251 (2,482)
Total expenditures - - - - 11,441,467 11,441,467 4,198,292 7,243,175
Excess (deficiency) of revenues over
(under) expenditures 1,651,942 1,651,942 527,441 (1,124,501) (263,785) (263,785) (26,787) 236,998

The accompanying note to required supplementary information
is an integral part of this schedule.
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Other financing sources (uses)
Sale of general fixed assets
Operating transfers in

Operating transfers out
Total other financing sources (uses)

Excess (deficiency) of revenues and other

financing sources over (under) expenditures
and other financing (uses)

Fund balances, beginning of year

Fund balances, end of year

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011

(Continued)
Lands Fees Fund Projects Fund
Variance with Variance with
Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ - $ - $ - $ - $ - $ -
- - - - 263,785 263,785 26,787 (236,998)
(597,329) (597,329) (353,309) 244,020 - - - -
(597,329) (597,329) (353,309) 244,020 263,785 263,785 26,787 (236,998)
1,054,613 1,054,613 174,132 (880,481) - - - -
7,819,012 7,819,012 7,819,012 - - - - -
$ 8,873,625 $ 8,873,625 $ 7,993,144 $ (880,481)  $ - $ - $ - $ -

The accompanying note to required supplementary information
is an integral part of this schedule.
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Revenues
Property taxes

Permits and licenses

Timber sales

Intergovernmental revenue

Federal grants

Investment income (loss)
Miscellaneous revenue

Total revenues

Expenditures
Salaries

Employee benefits
Professional/contractual services

Services
Commodities
Capital outlay
Grants and aids

Administrative overhead allocated
Secondary fringe allocated
Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2011
(Continued)

Lands Management Fund Capital Projects Fund
Variance with Variance with
Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ - $ - $ - $ - $ - $ -
8,028,657 8,028,657 4,150,280 (3,878,377) 10,907,840 10,907,840 2,761,437 (8,146,403)
25,000 25,000 1,317 (23,683) 1,800,000 1,800,000 1,642,950 (157,050)
7,723 7,723 1,084 (6,639) 46,750 46,750 16,378 (30,372)
25,000 25,000 29,522 4,522 - - - -
8,086,380 8,086,380 4,182,203 (3,904,177) 12,754,590 12,754,590 4,420,765 (8,333,825)
623,424 678,424 667,875 10,549 38,860 38,860 37,726 1,134
161,061 161,061 128,270 32,791 10,160 10,160 6,871 3,289
3,473,350 3,418,350 1,685,627 1,732,723 600,000 670,000 258,726 411,274
385,350 385,350 259,384 125,966 8,075 8,075 477 7,598
1,393,175 1,393,175 820,307 572,868 1,825 1,825 - 1,825
1,836,500 1,836,500 137,791 1,698,709 3,350,000 7,007,500 6,070,998 936,502
129,548 129,548 64,010 65,538 9,000,867 8,004,843 676,386 7,328,457
468,216 468,216 448,040 20,176 29,237 29,237 25,755 3,482
301,862 301,862 323,126 (21,264) 18,816 18,816 18,493 323
8,772,486 8,772,486 4,534,430 4,238,056 13,057,840 15,789,316 7,095,432 8,693,884
(686,1006) (686,106) (352,227) 333,879 (303,250) (3,034,726) (2,674,667) 360,059

The accompanying note to required supplementary information
is an integral part of this schedule.
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Other financing sources (uses)
Sale of general fixed assets
Operating transfers in

Operating transfers out
Total other financing sources (uses)

Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing (uses)

Fund balances, beginning of year

Fund balances (deficits), end of year

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2011
(Continued)

Lands Management Fund

Capital Projects Fund

Variance with

Variance with

Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ - $ - $ - $ - $ - $ -
597,329 597,329 353,309 (244,020) - 215,755 123,681 (92,074)
- - (657) (657) - - - -
597,329 597,329 352,652 (244,677) - 215,755 123,681 (92,074)
(88,777) (88,777) 425 89,202 (303,250) (2,818,971) (2,550,986) 267,985
- - - - 3,858,216 3,858,216 3,858,216 -
$ (88777) $ (88777) 8 425 $ 89,202 $ 3,554,966 $ 1,039,245 $ 1,307,230 $ 267,985

The accompanying note to required supplementary information
is an integral part of this schedule.
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Revenues
Property taxes
Permits and licenses
Timber sales
Intergovernmental revenue
Federal grants
Investment income (loss)
Miscellaneous revenue

Total revenues

Expenditures
Salaries
Employee benefits
Professional/contractual services
Services
Commodities
Capital outlay
Grants and aids
Administrative overhead allocated
Secondary fringe allocated
Total expenditures

Excess (deficiency) of revenues over
expenditures

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2011

(Continued)
Regulation Fund DOT Mitigation Fund
Variance with Variance with
Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ - $ - $ - $ - $ - $ -
605,500 605,500 424,150 (181,350) - - - -
3,400,000 3,400,000 2,604,876 (795,124) 12,207,266 12,207,266 1,321,103 (10,886,163)
- - 21,766 21,766 - - 65,442 65,442
- - - - 400,000 400,000 58,085 (341,915)
90,000 90,000 68,450 (21,550) 2,228,093 2,228,093 - (2,228,093)
4,095,500 4,095,500 3,119,242 (976,258) 14,835,359 14,835,359 1,444,630 (13,390,729)
2,164,397 2,244,397 2,226,085 18,312 261,934 261,934 223,619 38,315
408,802 418,802 388,157 30,645 50,514 50,514 41,165 9,349
865,500 1,775,500 1,489,331 286,169 4,879,945 4,879,945 632,344 4,247,601
231,250 231,250 283,760 (52,510) 75,683 75,683 20,124 55,559
109,600 109,600 39,188 70,412 718,804 718,804 172,927 545,877
233,800 233,800 19,806 213,994 4,215,609 4,215,609 39,950 4,175,659
500,000 500,000 - 500,000 - - - -
1,549,580 1,549,580 1,483,980 65,600 189,698 189,698 147,530 42,168
1,064,398 1,064,398 1,075,279 (10,881) 125,765 125,765 108,887 16,878
7,127,327 8,127,327 7,005,586 1,121,741 10,517,952 10,517,952 1,386,546 9,131,406
(3,031,827) (4,031,827)  (3,886,344) 145,483 4,317,407 4,317,407 58,084 (4,259,323)

The accompanying note to required supplementary information

is an integral part of this schedule.
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Other financing sources (uses)
Sale of general fixed assets
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing (uses)

Fund balances, beginning of year

Fund balances, end of year

NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2011

(Continued)
Regulation Fund DOT Mitigation Fund
Variance with Variance with
Final Budget- Final Budget-
Budgeted Amounts Actual Positive Budgeted Amounts Actual Positive
Original Final Amounts (Negative) Original Final Amounts (Negative)
$ - $ - $ - $ - $ - $ - $ - $ -
3,031,827 4,031,827 3,521,576 (510,251) - - - -
3,031,827 4,031,827 3,521,576 (510,251) - - - -
- - (364,768) (364,768) 4,317,407 4,317,407 58,084 (4,259,323)
3,477,691 3,477,691 3,477,691 - 1,178,609 1,178,609 1,178,609 -
$3,477,691 $3,477,691 $3,112,923 $ (364,768) $5,496,016 $5,496,016 $1,236,693 $ (4,259,323)

The accompanying note to required supplementary information
is an integral part of this schedule.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2011

Stewardship, Compliance and Accountability

A. Budgetary Information

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in
the United States of America for all governmental funds. All annual appropriations lapse at fiscal
year end.

The Board generally follows these procedures in establishing the budgetary data reflected in the
financial statements:

1.

In accordance with the Florida Statutes, prior to July 15, the Executive Director submits to the
Governing Board a proposed operating budget for the fiscal year commencing the following
October 1. The operating budget includes proposed expenditures and the means of financing
them for the upcoming year, along with the estimates for the current year and actual data for the
prior year. The Governing Board requires that the budget be submitted in summary form. In
addition, more detailed line item allotments are included for administrative oversight.

Public hearings are conducted to obtain taxpayer comment.

Prior to September 30, the budget is legally enacted through adoption by the District’s
Governing Board.

The Director of Administration is required by the District to present a monthly financial report
and schedule of disbursements to the Board.

Revisions that alter the total expenditures of any fund must be approved by the Governing
Board. The legal level of budgetary control is the fund and category level.

Formal budgetary integration is employed as a management control device during the year.

Budgets for the governmental fund types are presented on a basis consistent with accounting
principles generally accepted in the United States of America.

On May 26, 2011, Chapter 2011-67 Laws of Florida took effect providing for the review of
district budgets allowing the Executive Office of the Governor and the Legislative Budget
Commission to disapprove the budget in whole or in part. It also requires the Legislature to
annually review the preliminary budget and set the maximum amount of revenue a district may
raise through its ad valorem tax. Legislation with additional requirements is being considered
by the 2012 Legislature.

-4 -



NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
OTHER POST-EMPLOYMENT BENEFIT PLAN (OPEB) RETIREE HEALTHCARE PLAN
SEPTEMBER 30, 2011

SCHEDULE OF FUNDING PROGRESS

Actuarial
Accrued
Liability UAAL as a
Actuarial (AAL) - Unfunded Percentage
Actuarial  Value of Entry Age AAL Funded Covered of Covered
Valuation Assets  Normal Cost (UAAL) (b- Ratio Payroll Payroll
Date (a) (b) a) (a/b) (c) ([b-a]/c)
9/30/2010 § - % 3,192,967 $3,192,967 0% $6,041,315 56%
9/30/2011  § - $ 862,511 § 862,511 0% $ 6,248,982 14%

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Expected Percentage of
Fiscal Year Annual OPEB Amount Annual OPEB Net OPEB
Ended Cost Contributed Cost Contributed Obligation
9/30/2010 $ 306,907 $ 191,916 63% $ 114,991
9/30/2011 $ 73,407 $ 58,563 80% $ 14,844

-43 -



ADDITIONAL INFORMATION
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
OFFICIALS
SEPTEMBER 30, 2011

GOVERNING BOARD MEMBERS

George Roberts, Chairman
Philip McMillan, Vice Chairman
Joyce Estes, Secretary/Treasurer

Peter Antonacci
Stephanie Bloyd
Nicholas Patronis
Angus Andrews
Jerry Pate
Ralph Rish
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Federal State
Federal Grantor/Pass-Through Grantor/ CFDA CSFA Contract
State Grantor/Program Title Number Number Number Expenditures
FEDERAL AWARDS
U. S. Department of Homeland Security
Direct
Cooperating Technical Partners 97.045 -- EMA-2010-CA-5085 $ 357,353
Cooperating Technical Partners 97.045 - EMA-2007-CA-5775 42,288
Cooperating Technical Partners 97.045 -- EMA-2008-CA-5886 621,834
Cooperating Technical Partners 97.045 - EMA-2009-CA-5937 1,316,434
2,337,909
Passed through the State of Florida, Division of Emergency Management
Hazard Mitigation Grant 97.039 - 11HF-5A-13-00-16-346 68,129
U.S. Department of Commerce, National Oceanic and Atmospheric Administration
Passed through the University of Central Florida
Center for Sponsored Coastal Ocean Research_Coastal Ocean Program 11.478 -- NA10NOS4780146 46,085
U.S. Department of Interior, U.S. Geological Survey
Direct
ARRA - National Geospatial Program: Building the National Map ARRA 15.817 -- G10ACO00128 41,539
National Endowment for the Humanities
Passed through Florida Humanities Council
Promotion of the Humanities Federal/State Partnership 45.129 - GR-1209-3567-2168 1,317
U.S. Environmental Protection Agency
Passed through State of Florida, Department of Environmental Protection
Water Quality Management Planning 66.454 - G0229 132,114
Water Pollution Control State, Interstate, and Tribal Program Support 66.419 - G0325 45,904
Water Pollution Control State, Interstate, and Tribal Program Support 66.419 - G0303 21,766
Water Pollution Control State, Interstate, and Tribal Program Support 66.419 - G0154 144,692
212,362
U.S. Department of Transportation
Passed through the State of Florida, Department of Transportation
Highway Planning and Construction 20.205 -- -- 65,442
Highway Planning and Construction 20.205 - BDNS58 17,950
83,392
Total Federal Awards 2,922,847

See accompanying Notes to Schedule of Expenditures of Federal Awards and State Financial Assistance.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2011

Federal State
Federal Grantor/Pass-Through Grantor/ CFDA CSFA Contract
State Grantor/Program Title Number Number Number Expenditures
STATE FINANCIAL ASSISTANCE
State of Florida, Division of Historical Resources
Historic Preservation Grants -- 45.031 S1115 $ 25,548
State of Florida, Department of Transportation
Mitigation Water Mangement Districts - 55.031 - 1,321,104
State of Florida, Department of Enviornmental Protection
Water Management Districts - Land Acquisition
Water Management Lands Trust Fund - 37.022 - 6,398,816
Water Management Districts - Land Acquisition
Florida Forever Trust Fund - 37.022 - 2,284,065
8,682,881
Water Management District Operations - 37.037 - 3,388,570
Statewide Surface Water Restoration and Wastewater Projects - 37.039 - 284,409
Water Protection and Sustainability Program - 37.066 - 543,372
Florida Springs Initiative Grant Program - 37.052 S0371 14,079
Total State Financial Assistance 14,259,963
Total Federal Awards and State Financial Assistance $ 17,182,810

See accompanying Notes to Schedule of Expenditures of Federal Awards and State Financial Assistance.
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2011

I. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance includes
the Federal and State Award activity of the Northwest Florida Water Management District, and is
presented on the accrual basis of accounting. The information in this Schedule is presented in accordance
with the requirements of OMB Circular A-133, Audits of States, Local Governments and Non-profit
Organizations and Chapter 10.550, Rules of the State of Florida, Office of the Auditor General.
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the financial statements.

II. Sub-recipients

Of the Federal and State expenses presented in this schedule, Northwest Florida Water Management
District provided Federal Awards and State Financial Assistance to sub-recipients as follows:

Federal State Amount
CFDA CSFA Provided to
Program Title Number Number Sub-recipients
Water Protection and Sustainability Program - 37.066 $ 101,219
Florida Forever Trust Fund - 37.022 575,167
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JAMES MOORE & CO., P.L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Honorable Board of Governors,
Northwest Florida Water Management District:

We have audited the financial statements of the governmental activities and each major fund of
Northwest Florida Water Management District, as of and for the year ended September 30, 2011, which
collectively comprise the Northwest Florida Water Management District’s basic financial statements and
have issued our report thereon dated March 7, 2012. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Northwest Florida Water Management District’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of Northwest Florida Water Management District’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Northwest Florida
Water Management District’s internal control over financial reporting.

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.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did
not identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Northwest Florida Water Management
District’s financial statements are free of 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.

- 49 -



Pursuant to Chapter 119, Florida Statutes, this report is a public record and its distribution is not
limited. Auditing standards generally accepted in the United States of America require us to indicate
that this report is intended solely for the information and use of Northwest Florida Water Management
District’s management, the Board of Governors, State awarding agencies, and Federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties.

&w A/\om;%- s O.L.

Tallahassee, Florida
March 7, 2012
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JAMES MOORE & CO., P.L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR FEDERAL
PROGRAM AND STATE PROJECT AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND CHAPTER
10.550, RULES OF THE STATE OF FLORIDA, OFFICE OF THE AUDITOR GENERAL

To the Honorable Board of Governors,
Northwest Florida Water Management District:

Compliance

We have audited Northwest Florida Water Management District’s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement, and the
requirements described in the State of Florida, Department of Financial Services State Projects
Compliance Supplement that could have a direct and material effect on each of Northwest Florida Water
Management District’s major Federal programs and State projects for the year ended September 30,
2011. Northwest Florida Water Management District’s major Federal programs and State projects are
identified in the summary of auditors’ results section of the accompanying Schedule of Findings and
Questioned Costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to each of its major Federal programs and State projects is the responsibility of Northwest
Florida Water Management District’s management. Our responsibility is to express an opinion on
Northwest Florida Water Management District’s compliance based on our audit.

We conducted our audit of compliance 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; OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations; and Chapter 10.550, Rules of the State of
Florida, Office of the Auditor General. Those standards, OMB Circular A-133, and Chapter 10.550,
Rules of the State of Florida, Office of the Auditor General require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major Federal program or State project
occurred. An audit includes examining, on a test basis, evidence about Northwest Florida Water
Management District’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of Northwest Florida Water Management
District’s compliance with those requirements.

In our opinion, Northwest Florida Water Management District, complied, in all material respects, with

the compliance requirements referred to above that could have a direct and material effect on each of its
major Federal programs and State projects for the year ended September 30, 2011.
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Internal Control Over Compliance

Management of Northwest Florida Water Management District, is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts,
and grants applicable to Federal programs and State projects. In planning and performing our audit, we
considered Northwest Florida Water Management District’s internal control over compliance with
requirements that could have a direct and material effect on a major Federal program or State project to
determine our auditing procedures for the purpose of expressing our opinion on compliance, and to test
and report on internal control over compliance in accordance with OMB Circular A-133 and Chapter
10.550, Rules of the State of Florida, Office of the Auditor General, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of Northwest Florida Water Management District’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect and correct, noncompliance with a type of compliance
requirement of a Federal program or a State project on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a Federal program or State project will not be prevented, or detected and
corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

Pursuant to Chapter 119, Florida Statutes, this report is a public record and its distribution is not
limited. Auditing standards generally accepted in the United States of America require us to indicate
that this report is intended solely for the information and use of Northwest Florida Water Management
District’s management, the Board of Governors, State awarding agencies, and Federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties.

&w A/\om;Co- s O.L.

Tallahassee, Florida
March 7, 2012
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2011

Summary of Auditors' Results:

Financial Statements

Type of audit report issued on the financial statements: Unqualified

Internal control over financial reporting:

e Material weakness(es) identified? yes X no

o Significant deficiencies identified? yes X __none reported
Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major Federal programs:

e Material weakness(es) identified? yes X _no

o Significant deficiencies identified? yes X none reported
Types of auditor’s report issued on compliance for major Federal programs: Ungqualified
Any audit findings that are required to be reported in yes X no

accordance with section 510(a) of OMB Circular A-133?

Identification of major programs:

Federal CFDA
Federal Program Number
Cooperating Technical Partners 97.045
Dollar threshold used to distinguish between Type A and Type B
programs: $ 300,000
Auditee qualified as a low risk auditee? X yes no
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NORTHWEST FLORIDA WATER MANAGEMENT DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2011

(Continued)

L. Summary of Auditors' Results: (Continued)

State Projects
Internal control over major State projects:

e Material weakness(es) identified? yes X _no

o Significant deficiencies identified? yes X __none reported
Types of auditor’s report issued on compliance for major State Projects: Ungqualified

Any audit findings that are required to be reported in
accordance with Chapter 10.550, Rules of the State of
Florida Office of the Auditor General? yes X _no

Identification of major programs: (Continued)

State CFSA
State Project Number
Water Management Districts — Land Acquisition 37.022
Mitigation Water Management Districts 55.031
Water Protection and Sustainability Program 37.066
Dollar threshold used to distinguish between Type A and Type B
programs: $ 427,799

II. Financial Statement Findings: None.
III. Federal Award Findings and Questioned Costs: None.
IV. State Award Findings and Questioned Costs: None.

V. Federal Award Summary Schedule of Prior Year Findings: There were no audit findings for
the year ended September 30, 2010.

VI. State Award Summary Schedule of Prior Year Findings: There were no audit findings for the
year ended September 30, 2010.
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JAMES MOORE & CO., P.L.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ MANAGEMENT LETTER REQUIRED BY CHAPTER
10.550, RULES OF THE STATE OF FLORIDA, OFFICE OF THE AUDITOR GENERAL

To the Honorable Board of Governors,
Northwest Florida Water Management District:

We have audited the financial statements of Northwest Florida Water Management District, as of and for
the fiscal year ended September 30, 2011, and have issued our report thereon dated March 7, 2012.

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 OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. We have issued our Independent Auditors’ Report on
Internal Control over Financial Reporting and Compliance and Other Matters, Independent Auditors’
Report on Compliance with Requirements Applicable to each major Federal program and State project
and on Internal Control over Compliance, and Schedule of Findings and Questioned Costs. Disclosures in
those reports and schedule, which are dated March 7, 2012, should be considered in conjunction with this
management letter.

Additionally, our audit was conducted in accordance with Chapter 10.550, Rules of the Auditor General,
which governs the conduct of local governmental entity audits performed in the State of Florida. This
letter includes the following information which is not included in the aforementioned auditors’ reports or
schedule:

e 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. There were no findings and recommendations in the preceding annual
financial audit report.

e Section 10.554(1)(i)2., Rules of the Auditor General, requires our audit to include a review of the
provisions of Section 218.415, Florida Statutes, regarding the investment of public funds. In
connection with our audit, we determined that the Northwest Florida Water Management District
complied with Section 218.415, Florida Statutes.

e Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address in the management
letter any recommendations to improve financial management. In connection with our audit, we
did not have any such recommendations.

eSection 10.554(1)(1)4., Rules of the Auditor General, requires that we address violations of
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 more than
inconsequential. In connection with our audit, we did not have any such findings.
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e Section 10.554(1)(1)5., Rules of the Auditor General, provides that the auditor may, based on
professional judgment, report the following matters that have an inconsequential effect on financial
statements, considering both quantitative and qualitative factors: (1) violations of provisions of
contracts or grant agreements, fraud, illegal acts, or abuse, and (2) deficiencies in internal control
that are not significant deficiencies. In connection with our audit, we did not have any such
findings.

e Section 10.554(1)(1)6., 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.

e Section 10.554(1)(i)7.a., Rules of the Auditor General, requires a statement be included as to
whether or not the local government entity has met one or more of the conditions described in
Section 218.503(1), Florida Statutes, and identification of the specific condition(s) met. In
connection with our audit, we determined that the Northwest Florida Water Management District
did not meet any of the conditions described in Section 218.503(1), Florida Statutes.

e Section 10.554(1)(1)7.b., Rules of the Auditor General, requires that we determine whether the
annual financial report for the Northwest Florida Water Management District for the fiscal year
ended September 30, 2011, filed with the Florida Department of Financial Services pursuant to
Section 218.32(1)(a), Florida Statutes, is in agreement with the annual financial audit report for the
fiscal year ended September 30, 2011. In connection with our audit, we determined that these two
reports were in agreement.

e Pursuant to Sections 10.554(1)(i)7.c. and 10.556(7), Rules of the Auditor General, we applied
financial condition assessment procedures. It is management’s responsibility to monitor the
Northwest Florida Water Management District’s financial condition, and our financial condition
assessment was based in part on representations made by management and the review of financial
information provided by same.

e Pursuant to Section 215.985(12), Florida Statutes, and Section 10.554(1)(1)9, Rules of the Auditor
General, the District provided monthly financial statements to its governing board and made such
monthly statements available for public access on its Web site by September 1, 2011.

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its distribution is
not limited. Auditing standards generally accepted in the United States of America require us to indicate
that this letter is intended solely for the information and use of the Northwest Florida Water Management
District’s management, and the Florida Auditor General, and is not intended to be and should not be used
by anyone other than these specified parties.

&w A/\om;Co- s O.L.

Tallahassee, Florida
March 7, 2012

-56 -





