































































































































































































Exhibit VIII

Activities Governmental
Activities --
Other Total Internal
Enterprise Funds Enterprise Funds Service Funds
- 2,452,419 -
- 5,284,235 -
- 33,000 -
- (1,638,107) (350,000)
1,507,038 12,111,217 (277,650)
151,873 293,337,455 (8,911,367)
$ 1,658,911 $ 305,448,672 $ (9,189,017)

The notes to the financial statements are an integral part of this stater
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Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 16 - POSTEMPLOYMENT BENEFITS - CONTINUED
Sheriff — Continued

Contributions

Retirees and beneficiaries currently receiving medical/prescription benefits are required to make monthly
premium contributions in order to maintain their coverage. The single retiree premium is paid by the OCSO
for retirees with at least 20 years of service, until the retiree reaches age 65. Effective October 1, 2010 that
benefit is no longer available except to retirees that met the criteria as of September 30, 2010. Effective June
2011 the OCSO instituted a policy whereby retiring members with thirty years of service with the agency
will receive a 50% premium subsidy on their retired employee coverage. This subsidy is limited to five years
from their retirement date or until they reach age 65, whichever comes first. Dependent coverage is paid by
the retiree. The amount of the premium contribution may change from time to time. Surviving spouses of
retirees are eligible to continue coverage under the plan, but must continue to pay the full premium. However,
the premiums for health coverage for surviving spouses and any dependent children of officers who had
sustained catastrophic injuries or death in the line of duty are paid fully by the OCSO as prescribed by FS
Sec 112.19(g) and 112.19(h)1.

Total OPEB Liability

The total OPEB liability was actuarially determined based on several actuarial assumptions, using the
actuarial measurement date of September 30, 2017. Projections of benefits for financial reporting purposes
are based on the substantive plan (the plan as understood by the employer and plan members) and include
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 actuarial methods and assumptions used
include techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the
actuarial value of assets, consistent with the long-term perspective of the calculations. The actuarial
assumptions used in the September 30, 2017 OPEB Plan valuation were based on the results of an actuarial
study for the period from October 1, 2016 through September 30, 2017.

(CONTINUED ON NEXT PAGE, THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK)
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Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 16 - POSTEMPLOYMENT BENEFITS - CONTINUED

Sheriff — Continued

Actuarial Assumptions
The following assumptions we

Actuarial cost method
Inflation

Discount rate

Salary increases

Retirement age

Mortality

Healthcare cost trend rates

Aging factors
Expenses

Change in Net OPEB Liability

Balances at September 30, 20
Changes for the year:
Service cost
Interest
Changes of assumptions
Contributions
Benefit payments
Net changes
Balances at September 30, 20

re used in determining the total OPEB liability:

Entry Age Normal
2.5%

3.5%, which equals the tax-exempt municipal bond rate on an index of 20-
year general obligation bonds with an average AA credit rating as of the
measurement date. For purposes of this valuation, the municipal bond rate
is based on the daily rate closest to but not later than the measurement date
of the Fidelity’s “20-Year Municipal GO AA Index”).

Salary increase rates used in the July 1, 2016 actuarial valuation of the
Florida Retirement Systems; 3.7% - 7.8%, including inflation.

Retirement rates used in the July 1, 2016 actuarial valuation of the Florida
Retirement System. They are based on the results of a statewide experience
study covering the period 2008 through 2013.

Mortality tables used for Regular and Special Risk Class members in the
July 1, 2016 actuarial valuation of the Florida Retirement System. They are
based on the results of a statewide experience study covering the period
2008 through 2013.

Trend rates for 2018 of 7.0% for per capita costs and 5.0% for premiums
(based on actual premium rates effective October 1, 2018), and thereafter
trend based on the Getzen Model, with a trend rate of 6.75% for 2019, and
gradually decreasing to an ultimate trend rate of 4.24% plus 0.15% increase
for excise tax.

Based on the 2013 SOA Study “Health Care Costs — From Birth to Death”.
Administrative expenses are include in the per capital health costs.

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liabiltiy
@ (b) (@ - (b
17 $ 5,420,740 $ - $ 5,420,740
299,973 - 299,973
173,653 - 173,653
(253,549) - (253,549)
- 237,985 (237,985)
(237,985) (237,985) -

(17,908) - (17,908)
18 $ 5,402,832 $ - $ 5,402,832
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 16 - POSTEMPLOYMENT BENEFITS - CONTINUED

Sheriff

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate:

1% Current 1%
Decrease Discount Rate Increase
2.50% 3.50% 4.50%
Net OPEB Liability $ 6,073,471 $ 5,402,832 $ 4,840,644

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Trend Rates:

1% Healthcare Cost 1%
Decrease Trend Rates Increase
3.00%-7.50% 4,009 -8.50% 5.00%0-9.50%
Net OPEB Liability $ 4,639,432 $ 5,402,832 $ 6,371,014

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB
For the year ended September 30, 2018, the OCSO recognized OPEB expense of $453,662. On September
30 2018, the OCSO reported deferred outflows of resources and deferred inflows of resources related to
OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Changes in assumptions $ - $ 233,585
Contributions subsequent to the measurement date 226,832 -
$ 226,832 $ 233,585

Deferred outflows of resources related to OPEB of $228,144 resulting from the OCSO’s contributions
subsequent to the measurement date will be recognized as a reduction of the OPEB liability in the year ending
September 30, 2018. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Year ended September 30:

2019 $ (19,964)
2020 (19,964)
2021 (19,964)
2022 (19,964)
2023 (19,964)
Thereafter (133,765)

$ (233,585)
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 17 - RISK MANAGEMENT

The County is exposed to risk of loss for claims and judgments for public liability, workers’ compensation,
employee medical benefits and other special risks. The County uses the Self Insurance Internal Services
Fund to account for all risks from workers’ compensation loss, general liability, and medical benefit claims
for all County employees except those of the Sheriff, from catastrophic damage to real and tangible property
and from special risk policies for the Board. A mixture of commercial insurance coverage and self-insurance,
which is described below, manages the risk to the County. There has been no significant reduction in
insurance coverage from the prior fiscal year, and insurance coverage has been sufficient to cover all claims
made in the prior three fiscal years.

A Method of Risk Management

Public Liability
Florida Statutes 768.28(5) limits the maximum County liability for claims and judgments by
any one person and any one incident to $200,000 and $300,000, respectively. The County self-
insures public liability claims for automobile, general and professional liability. A third party
administrator manages claims. Currently, the County retains the risk for the first $50,000 for
automobile liability, and $100,000 for general and professional liability for each claim or
incident. A third party administrator manages the claims.

The Sheriff maintains a commercial insurance policy for public liability and bears no risk of
loss under this type of coverage.

Property Insurance

The County self-insures the risk of physical loss to its real property, business property and
equipment. The County retains the risk of the first $100,000 of physical damage to County
property. In the case of a named storm, the self-insurance retention changes to a 5% deductible
on each structure with a minimum deductible of $100,000 on all damaged structures for a
capped deductible of $5,000,000 per storm. Effective October 2015, the County insures
vehicles valued at $25,000 and above and retains the risk for the first $10,000 of physical
damage.

Workers’ Compensation
The County contracts with a Third Party Administrator to have its workers’ compensation
claims processed. The County retains risk for all claims up to $500,000 per incident. Excess
insurance is purchased to cover losses up to a statutory limit for workers’ compensation and
$1,000,000 for employers’ liability.

The Sheriff participates in the Florida Sheriff’s Association Workers’ Compensation Program.
It is a fully insured, guaranteed cost program with a deductible trust fund and insurance with a
commercial carrier. The Sheriff retains no risk.

Employee Medical Benefits
The Board of County Commissioners and all other elected officials of Okaloosa County, except
the Sheriff, use a fully insured commercial insurance plan to fund employee medical benefits.
The Board of County Commissioners or elected official pays the premiums for the employees
while the individual pays for dependent and retiree coverage. The County bears no risk of loss
under this type of coverage.
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 17 - RISK MANAGEMENT - CONTINUED
A. Method of Risk Management
Employee Medical Benefits — Continued

The Sheriff utilizes a self-funded health plan to provide comprehensive medical benefits to the
employees, retirees and their dependents. It is funded by contributions from the Sheriff’s Office
and employees. In compliance with Florida Statute, Section 112.08, an actuarial review of the
Plan demonstrates that the current rate structure of the Plan plus the current net position
available for benefits appears adequate to support current outstanding claims as well as those
projected claims and expenses for the next plan year.

Excess insurance is purchased from a commercial carrier to provide a specific claim and
aggregate limits coverage. Specific claim coverage benefits the covered individual by
providing unlimited coverage to begin when a specific claim exceeds $105,000 plus an
additional corridor of $275,500. Aggregate limits coverage limits the Sheriff’s total risk
exposure. This coverage provides the Sheriff with an additional $1,000,000 in coverage for the
coverage year when total claims paid less the total paid under the specific claim excess coverage
exceeds 125% of the expected claims for the current plan year.

The Sheriff uses an internal service fund to account for risks from medical benefit claims.
Claim expenditures and liabilities are reported when it is probable that a loss has occurred and
the amount of that loss can be reasonably estimated. At September 30, 2018, the amount of
these liabilities was $285,884. This liability has been determined based on an actuarial
evaluation of all claims reported and all claims incurred but not reported (IBNR) as of
September 30, 2018. Claim liabilities are calculated considering the effects of inflation, recent
claim settlement trends including frequency and amount of payouts and other economic and
social factors.

(CONTINUED ON NEXT PAGE, THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK)

85



Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 17 - RISK MANAGEMENT - CONTINUED
A. Method of Risk Management

Employee Medical Benefits — Continued

Reconciliation of Claims Liablities for Medical Benefits As of As of
September 30, 2018  September 30, 2017
Unpaid claims and adjustment expenses at beginning of year $ 688,739 $ 505,955
Incurred claims and claim adjustment expenses
A) Provision for insured events of current fiscal year 6,166,936 4,962,052
B) Increases (decreases) in provision for insured events of prior
fiscal years - -
Total incurred claims and claim adjustment expenses 6,855,675 5,468,007
Payments
A) Claims and claim adjustment expenses attributable to insured
events of current fiscal year 6,569,791 4,779,268

B) Claims and claim adjustment expenses attributable to insured
events of prior fiscal year -

Total payments 6,569,791 4,779,268
Unpaid claims and claim adjustment expenses at end of year $ 285,884 $ 688,739

Special Risk Policies
The Board purchases commercial crime coverage against theft of money and securities with a
$25,000 deductible. All of the other elected officials, except the Sheriff, are covered under the
policy. Florida Statute requires certain classes of employees (law enforcement) be provided
with a special death and disability benefit. The Board purchases a commercial policy. The
County bears no risk of loss under this type of coverage. The Sheriff insures this exposure
separately.

B. Claim Liabilities for Retained Risk

Claim liabilities for workers’ compensation, general liabilities (including errors and omissions), and
auto liability (both bodily injury and property damage) have been determined based on an actuarial
evaluation of all claims reported and all claims incurred but not reported (IBNR) as of September 30,
2018. Claim liabilities are calculated considering the effects of inflation, recent claim settlement
trends including frequency and amount of payouts and other economic and social factors. The
actuarial estimation of ultimate losses does not include any future recoveries from the Florida Special
Disability Fund, subrogation or third party liens, etc. except to the degree they are implicitly included
in the trending process of estimating ultimate losses. The ultimate loss calculation does take into
consideration specific excess reinsurance recoverable.

86



Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 17 - RISK MANAGEMENT - CONTINUED
B. Claim Liabilities for Retained Risk — Continued

Claims liabilities recognized in the Self Insurance Fund of the Board of County Commissioners at
September 30, 2018 were as follows:

Current Long-term Total
Workers' compensation $ 1,140,235 $ 3,671,379 $ 4,811,614
General liability 103,024 225,594 328,618
Automobile liability 25,146 37,718 62,864
Property 5,406 1,650 7,056
Total claims liability recognized $ 1,273,811 $ 3,936,341 $ 5,210,152

C. Funding of Claims Liabilities

The Self Insurance Fund charges the other funds of the Board and other participating elected officials
for the cost of claim liabilities based on actuarially projected budget requirements for expected yearly
cash payouts. This funding method results in a deficit fund balance that will be charged back to the
other funds over a reasonable period of time so that service fund revenues and expenses will be

approximately equal.

(CONTINUED ON NEXT PAGE, THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK)
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 18 - COMMITMENTS AND CONTINGENCIES
Wastewater Service Interlocal Agreement with Fort Walton Beach

In 2009, the Board adopted the Wastewater Service Interlocal Agreement (Agreement) with the City of Fort
Walton Beach (City). The Agreement outlines a long-term association for the treatment of the City’s
influent wastewater flow at a set percentage of the County’s base sewer rate plus a locked-in annual rate
escalator. The agreement provides other ancillary benefits to the City such as the provision of “no cost”
tertiary treated effluent for use as irrigation water at the City’s 36-hole municipal Golf Club. The Agreement
is effective for 30 years and can be automatically extended for up to two additional terms for a period of ten
years for each extension term.

The City will be billed monthly at a rate equal to $2.46 per each 1,000 gallons of wastewater flow.
Additionally, the City will pay to the County the Sewer Readiness to Serve Fee, which is equal to $3,750
per month. Beginning March 2011, and each year thereafter, the Readiness to Serve Fee will increase by
3% annually. Service to the City began March 2010. Fees of $2,498,828 paid by the City during 2018 are
reflected as Charges for Services in the Water and Sewer fund. The minimum commitment to the County
under the Agreement is as follows:

Fiscal Year Ending September 30, Payment

2019 57,858
2020 59,594
2021 61,382
2022 63,223
2023 65,120
2024-2028 356,106
2029-2033 412,830
2033-2038 478,584
2039 104,501
Total $ 1,659,198
Grants

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies,
principally the federal government. 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 Board expects such amount, if any, to be
immaterial.

Lawsuits
The County is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently

determinable, it is the opinion of the Board’s management that resolution of most of these matters will not
have a material adverse effect on the financial condition of the Board.
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 18 - COMMITMENTS AND CONTINGENCIES - CONTINUED
Inmate Health Services Agreement

The County has in place an Inmate Health Service Agreement for which a contractor has assumed the
responsibilities of the provision for certain health care services to be delivered to individuals in the custody
and control of the County. The annual compensation is based on an average daily population of the inmates
served; however there is an annual limited exposure of $2,667,377 in the contract. Health service expenses
above these amounts are the responsibility of the County. During the year ended September 30, 2018 the
County incurred additional expenses of $450,423 as actual costs exceeded the annual exposure amount.

NOTE 19 - RELATED ORGANIZATION

Library Cooperative

The Okaloosa County Board of County Commissioners entered into an inter-local agreement with six (6)
municipalities located within Okaloosa County, Florida to provide for operation of a countywide public
library system. The governing body of the cooperative is the Okaloosa County Public Library Cooperative
Board made up of one appointee from each municipality and the County. Capital assets remain the property
of the participating municipalities. Under the agreement, the County agreed to provide annual funding to
the cooperative.

The current agreement was entered into January 2018 and shall end or be renewed December 2018. The
Okaloosa County Board of County Commissioners’ contribution to the library cooperative for the year
ended September 30, 2018 was $690,386. In addition, approximately $95,008 of allocable indirect costs
was charged to the fund. These charges were treated as an in-kind contribution by the County during the
year ended September 30, 2018. The future commitment to the library cooperative in 2019 is $706,848.

NOTE 20 - CHANGE IN ACCOUNTING PRINCIPLE

The Board adopted GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
benefits other than Pension, effective for reporting periods beginning after June 15, 2017. The
implementation of this statement resulted in a restatement (reduction) of beginning net position of
$3,357,792 in order to record the OPEB liability, related deferred inflows and outflows, and deferred
outflows for estimated benefits paid after the measurement date.

The impact on the balance of net position at the beginning of the period is as follows:

Governmental Activities Business-Type Activities
Emergency Other
Government Internal Water & Sewer Airport Medical Enterprise
Activities Service Funds Fund Fund Services Fund Funds

Net Position (Deficit),

as previously stated ~ $177,174329 $ (8,321,076) $ 152,819,290 $141,810495 $ (670,356) $225,699
Restatement (1,919,828) (590,291) (340,602) (92,643) (340,602 (73,826)
Net Positions

(Deficit), restated $175254501 $ (8911,367) $ 152478688 $141717852 $ (1,010,958) $151,873
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Okaloosa County, Florida
SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY AND RELATED RATIOS

Board of County Commissioners, Clerk of Courts, Supervisor
of Elections, and Property Appraiser's Plan

Last 10 years®
Reporting Year Ended September 30, @ 2018
Total OPEB Liability
Service cost $ 315,544
Interest 155,871
Changes of benefits terms -
Difference between expected
and actual experience -
Changes in assumptions and
other inputs ® (228,803)
Benefit payments (263,491)
Net change in total OPEB liability (20,879)
Total OPEB liability — beginning 4,844,297
Total OPEB liability — ending $ 4,823,418
Covered Payroll $ 39,785,614
Total OPEB liability as a percentage of
covered payroll 12.12%

@ This schedule is intended to show information for ten years. Additional years will be displayed
data becomes available.

@ Measurement and valuation date is September 30, 2017.

® Changes in assumptions and other inputs include the change in the discount rate from 3.10% as o
the beginning of the measurement period to 3.50% as of September 30, 2017. This change is
reflected in the Schedule of Changes in Total OPEB Liability. There were no benefit changes
during the year.
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Okaloosa County, Florida
SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY AND RELATED RATIOS
Sheriff's Plan

Last 10 years®
Reporting Year Ended September 30, @ 2018
Total OPEB Liability
Service cost $ 299,973
Interest 173,653
Changes of benefits terms -
Difference between expected
and actual experience -
Changes in assumptions and
other inputs ® (253,549)
Benefit payments (237,985)
Net change in total OPEB liability (17,908)
Total OPEB liability — beginning 5,420,740
Total OPEB liability — ending $ 5,402,832
Covered Payroll $ 15,887,651
Total OPEB liability as a percentage of
covered payroll 34.01%

@ This schedule is intended to show information for ten years. Additional years will be displayed
data becomes available.

@ Measurement and valuation date is September 30, 2017.

® Changes in assumptions and other inputs include the change in the discount rate from 3.10% as of
the beginning of the measurement period to 3.50% as of September 30, 2017. This change is
reflected in the Schedule of Changes in Total OPEB Liability. There were no benefit changes
during the year.
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Board of County Commissioners

Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY — CONTINUED
B. DEFICIT FUND BALANCE/NET POSITION

The Emergency Medical Service Enterprise Fund reported a deficit net position of $1,837,506 as of
September 30, 2018. The fund increased charges for services in FY17 and the Board eliminated ad valorem
taxes allocated to the fund to subsidize its activity. The deficit will be cured by the increased fees in the
provision of services and the Board may need to reconsider allocations of ad valorem taxes in future budget
periods.

The Self Insurance Internal Service Fund reported deficit net position of $3,783,731. Claim liabilities for
workers’ compensation, general and automobile liabilities and property damage are funded by actuarially
projected budget requirements for expected yearly cash payouts. This funding method results in a deficit
fund equity which will be charged back to the other funds over a reasonable period of time so that service
fund revenues and expenses will be equal.

The Garage Services Internal Service Fund reported a deficit net position of $1,371,371. Vehicle
maintenance and centralized distribution of gasoline and special fuel are funded by monthly billing of
services. This funding method results in a deficit fund equity which will be charged back to the other funds
so that service fund revenues and expenses will be equal.

NOTE 3 - DEPOSITS AND INVESTMENTS

Deposits
At September 30, 2018, the Board’s carrying value of cash and cash equivalents totaled $8,123,594.

The Board maintains a cash and investment management pool in which each fund participates on a dollar
equivalent and daily transaction basis. The Board’s cash and investment management pool is considered to
be cash equivalent for reporting purposes because it is an internally managed fund, which allows individual
funds to, at any time, deposit additional cash or make withdrawals without prior notice or penalty. The
Board’s cash and investment management pool includes pooled cash maintained in interest-bearing demand
deposit accounts, certificates of deposit, and pooled investments of the Local Government Surplus Trust
Fund. Interest income (which includes unrealized gains and losses) is distributed monthly based on balance
at date of distribution.

Custodial Credit Risk. The Board maintains its deposits only with qualified public depositories as defined
in Chapter 280, Florida Statutes. The provisions of this statute generally require public funds to be deposited
in a bank or savings association designated by the State Chief Financial Officer as a “Qualified Public
Depository”. All qualified public depositories must maintain deposit insurance. They also must place with
or in the name of the Chief Financial Officer of the State of Florida, collateral in the amount of the greater of
the average daily balance of public deposits multiplied by the average monthly balance of public deposits or
125 percent of the average daily balance of public deposits greater than capital. Collateral requirements may
be increased according to statute if specified conditions exist. Eligible collateral includes federal, federally-
guaranteed, state and local government obligations and corporate bonds. In the event of default by a qualified
public depository excess losses over insurance and collateral will be recovered through assessments to all
qualified public depositories of the same type as the depository in default. Under this method, all Board
deposits, including certificates of deposit, are considered fully insured.
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Board of County Commissioners

Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 3 - DEPOSITS AND INVESTMENTS - CONTINUED

At September 30, 2018, the carrying amount of the Board’s cash deposits totaled $7,937,072 and cash in
money market funds totaled $186,522.

Investments

State Statutes and the formal investments and portfolio policies adopted by the Board restrict the types of
investments that can be made by the Board. A description of the requirements and the types of investments
allowed as well as information about valuation and other investment policies can be found in Note 1.D.1.

The investment policy manual details the methods used to manage the risks inherent to the investment
process. The authority for investment of Board funds rests with the Clerk of the Circuit Court who has
delegated management of the investment program to the Director of Treasury & Board Services. Although
the policies allow investments in many types of instruments, the Clerk has chosen to limit investment risks
by investing mainly in allowed investment pools. The pools are 2a7-like investment pools and manage
interest rate risk by limiting the weighted average maturity of their portfolios, manage credit risk by investing
in mainly governmental and other highly rated securities, manage concentration of credit risk by limiting
investment in any one issuer to less than 5% of the portfolio and manage custodial credit risk by requiring
third party custody and safekeeping.

Interest rate risk. In accordance with the investment policy, the exposure to declines in fair value of
investments outside of the pools is managed by matching the investments to a specific cash flow requirement.

Credit risk. As of September 30, 2018, Standard & Poor’s rated the investment in Florida Local Government
Investment Trust investment pool AAAf, Florida Local Government Investment Day to Day AAAm, and
Florida Local Government Surplus Fund Trust AAAm. As of September 30, 2018, all U.S. Instrumentalities
held by the Board were rated AAA. The investment policies of the Board manage credit risk by limiting
investments in U. S. Instrumentalities to the two highest ratings issued by nationally recognized statistical
rating organization.

Concentration of credit risk. The investment policies of the Board diversify the portfolio by limiting the
maximum percentage of various types of investments that can be purchased. The investment policy
maximum percentages for the current portfolio are 50% for U.S. agencies and instrumentalities and 50% for
repurchase agreements. As of September 30, 2018, 19.00% of the Board’s investments are in the Federal
Home Loan Bank, Federal Home Loan Mortgage Corporation, Federal National Mortgage Association, and
Government National Mortgage Association. These investments are 3.35%, 7.46%, 7.07% and 0.31%
respectively, of the Board’s total investments.

Custodial credit risk. Federated Money Market, U.S. Treasury bills, and U.S. instrumentalities are held by

the Board’s agent in the Board’s name in accordance with the Okaloosa Board Investment Policy requiring
third party custody and safekeeping.

30



Board of County Commissioners

Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 3 - DEPOSITS AND INVESTMENTS - CONTINUED

Investments — Continued
The Board had the following investment types by issuer and effective duration presented in terms of years:

Weighted Average Credit Percentage

Security Type Fair Value Duration (Years) Rating of Portfolio
Long Term Investments:
United States Treasury Securities $ 30,205,164 0.798 AAA 19.00%
Total long term investments 30,205,164 19.00%
Total Fair Value $ 30,205,164 19.00%
Portfolio Weighted Average Duration 0.798

NOTE 4 - FAIR VALUE OF INVESTMENTS

The Board measures and records its investments using fair value measurements guidelines established by

generally accepted accounting principles. These guidelines recognize a three-tiered fair value hierarch as
follow:

Level 1 — Quoted prices (unadjusted) for identical assets in active markets that a government can access at
the measurement date.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for an asset, either
directly or indirectly.

Level 3 — Unobservable inputs for an asset.
The Board has the following recurring fair value measurements as of September 30, 2018.

e Short-Term Bond Fund- FLGIT — Maximum of 75% of the total investment portfolio. Valued at the
daily closing price as reported by the fund. These funds are required to publish their daily net asset
value (NAV) and to transact at that price. These funds held by FLGIT are deemed to be actively
traded.

e US Treasuries/Agencies/Instrumentalities — Maximum of 50% of the total investment portfolio.
Valued at market prices for similar assets in active markets.
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Board of County Commissioners

Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - FAIR VALUE OF INVESTMENTS - CONTINUED

Fiscal Year Ended September 30, 2018

At September 30, 2018, the Board had the following recurring fair value measurements.

Federal Home Loan Bank

Federal Home Loan Mortgage
Corporation

Federal National Mortgage
Assosication

Governmental National Mortgage

Association

Investments measured at the net asset

value (NAV)
Florida Local Government

Investment Trust - Investment

Pool

Total investments measured at

fair value

Total investments measured at

amortized cost
Total investments at
September 30, 2018

Fair Value Level 1 Level 2 Level 3

$ 5333010 $ - $ 5333010 $ -

11,858,892 - 11,858,892 -

12,514,165 - 12,514,165 —

499,097 - 499,097 -

30,205,164 $ - $ 30,205,164 $ -
39,777,152
69,982,316
88,791,677
$ 158,773,993

NOTE 5 - RECEIVABLES/UNEARNED AND UNAVAILABLE REVENUE

Receivables as of September 30, 2018 for the government’s individual major funds and nonmajor
governmental, nonmajor enterprise and internal service funds in the aggregate, including the applicable
allowances for uncollectible accounts, are as follows:

Funds
General
Tourist Development
Water and Sewer
Airport
Emergency Medical Service
Nonmajor and Other Funds
Total

Less:
Due From Allowance for Net Total

Accounts Other Total Doubtful Receivables
Receivable Governments Receivables Accounts Sept. 30, 2018
$ 292,599 $ 4,172,739 $ 4,465,338 $  (99,645) $ 4,365,693
708 3,957,442 3,958,150 - 3,958,150
3,492,228 151,123 3,643,351 (289,602) 3,353,749
2,167,806 1,689,671 3,857,477 (442,706) 3,414,771
10,898,262 - 10,898,262 (5,655,647) 5,242,615
1,157,698 2,560,683 3,718,381 - 3,718,381
$18,009,301 $12,531,658 $30,540,959 $(6,487,600) $24,053,359
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Board of County Commissioners

Okaloosa County, Florida

NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 5 - RECEIVABLES/UNEARNED AND UNAVAILABLE REVENUE - CONTINUED

Governmental funds report unavailable revenue in connection with receivables that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in
connection with resources received, but not yet earned. Unearned / unavailable revenues as of September
30, 2018 for the government’s individual major funds and nonmajor governmental, nonmajor enterprise and
internal service funds in the aggregate are as follows:

Funds Unavailable Unearned

General $ - $ 971,142
Tourist Development 1,600,000 147,658
Water and Sewer - 1,168,147
Airport - 142,074
Emergency Medical Services - 28,378
Nonmajor and Other Funds - 828,723
Total $ 1,600,000 $ 3,286,123

(CONTINUED ON NEXT PAGE, THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BANK)
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INDEPENDENT AUDITORS’ REPORT

The Honorable Larry Ashley
Sheriff
Okaloosa County, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of each major fund, and the aggregate
remaining fund information of the Office of the Sheriff of Okaloosa County, Florida (the “Sheriff’), as
of and for the fiscal year ended September 30, 2018, and the related notes to the financial
statements, which collectively comprise the Sheriff's basic financial statements, as listed in the table
of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each major fund, and the aggregate remaining fund information of
the Sheriff, as of September 30, 2018, and the respective changes in financial position and cash
flows, where applicable, thereof, and the respective budgetary comparison for the General Fund
and Special Revenue Funds (Law Enforcement Trust Fund and Teen Driver Challenge Fund) for
the fiscal year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements referred to above were
prepared solely for the purpose of complying with Rules of the Auditor General of the State of
Florida. In conformity with the Rules, the accompanying financial statements are intended to
present the financial position and changes in financial position of each major fund, and the
aggregate remaining fund information of Okaloosa County, Florida that is attributable to the Sheriff.
They do not purport to, and do not, present fairly the financial positon of Okaloosa County, Florida
as of September 30, 2018, and the changes in its financial position for the fiscal year then ended in
conformity with accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to these matters.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Sheriff's basic financial statements. The accompanying combining and
individual non major fund financial statements and schedules are presented for purposes of
additional analysis and are not a required part of the financial statements. Such information 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 2,
2019, on our consideration of the Sheriff'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 under the heading “Independent Auditors’ Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of the Financial Statements
Performed in Accordance with Government Auditing Standards”. 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 in considering the Sheriff's internal control over financial reporting and
compliance.

Fort Walton Beach, Florida
April 2, 2019



Basic Financial Statements



ASSETS
Cash and Cash Equivalents
Accounts Receivable
Due from Other Elected Officials
Due from Other Governments

Total Assets

Sheriff
Okaloosa County, Florida
BALANCE SHEET

LIABILITIES AND FUND BALANCE

Liabilities
Accounts Payable
Other Accrued Liabilities
Due to Other Funds
Due to Other Elected Officials
Due to Other Governments
Unearned Revenue

Total Liabilities

Fund Balance
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

GOVERNMENTAL FUNDS
September 30, 2018
Law Enforcement
General Fund Trust Fund
$ 1,145,419 $ 223,525
7,100 -
315,674 -
605,330 -
$ 2,073,523 $ 223,525
$ 201,443 $ -
586,216 -
347,516 -
740,339 -
152,500 -
45,509 223,525
2,073,523 223,525

$ 2,073,523 $ 223,525




Exhibit I

Teen Driver Challenge Total Governmental
Fund Funds

$ - $ 1,368,944
- 7,100
- 315,674
- 605,330

$ - $ 2,297,048

$ - $ 201,443
- 586,216
- 347,516
- 740,339
- 152,500
- 269,034

- 2,297,048

$ - $ 2,297,048

The notes to the financial statements are an integral part of this statement.
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Sheriff
Okaloosa County, Florida
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Fiscal Year Ended September 30, 2018

Law Enforcement

General Fund Trust Fund
Revenues
Intergovernmental $ - $ 88,894
Total Revenues - 88,894
Expenditures
Current
Public Safety 37,376,265 144,232
Court-Related 1,823,618 -
Capital Outlay 2,401,932 16,836
Total Expenditures 41,601,815 161,068
Excess (Deficiency) of Revenues
Over (Under) Expenditures (41,601,815) (72,174)
Other Financing Sources (Uses)
Transfers Among Constitutional Officers 41,601,815 72,174
Total Other Financing Sources (Uses) 41,601,815 72,174

Net Change in Fund Balance - -

Fund Balance - Beginning - -

Fund Balance - Ending $ - $ -




Exhibit IT

Teen Driver Challenge Total Governmental

Fund Funds

$ - $ 88,894
- 88,894
36,608 37,557,105
- 1,823,618
- 2,418,768
36,608 41,799,491
(36,608) (41,710,597)
36,608 41,710,597
36,608 41,710,597

$ - $ -

The notes to the financial statements are an integral part of this statement.
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Exhibit ITI
Sheriff
Okaloosa County, Florida
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
For the Fiscal Year Ended September 30, 2018

Variance With
Final Budget
Budgeted Amounts Positive
Original Final Actual Amounts (Negative)
Revenues
Intergovernmental $ - $ - $ - $ -
Total Revenues - - - -
Expenditures
Current
Public Safety 34,187,229 37,367,261 37,376,265 (9,004)
Court-Related 1,911,211 1,911,211 1,823,618 87,593
Capital Outlay 2,058,483 2,325,361 2,401,932 (76,571)
Total Expenditures 38,156,923 41,603,833 41,601,815 2,018
Excess (Deficiency) of
Revenues Over (Under)
Expenditures (38,156,923) (41,603,833) (41,601,815) 2,018
Other Financing Sources (Uses)
Transfers Among
Constitutional Officers 38,156,923 41,603,833 41,601,815 (2,018)
Total Other Financing
Sources (Uses) 38,156,923 41,603,833 41,601,815 (2,018)
Net Change in Fund Balance - - - -
Fund Balance - Beginning - - - -
Fund Balance - Ending $ - $ - $ - $ -

The notes to the financial statements are an integral part of this statement.
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Sheriff
Okaloosa County, Florida

Exhibit IV

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL

LAW ENFORCEMENT TRUST FUND
For the Fiscal Year Ended September 30, 2018

Revenues
Intergovernmental

Total Revenues

Expenditures
Current
Public Safety
Capital Outlay

Total Expenditures
Excess (Deficiency) of
Revenues Over (Under)
Expenditures
Other Financing Sources (Uses)
Transfers Among
Constitutional Officers
Total Other Financing
Sources (Uses)
Net Change in Fund Balance

Fund Balance - Beginning

Fund Balance - Ending

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

Variance With
Final Budget
Budgeted Amounts Positive
Original Final Actual Amounts (Negative)
88,894 § 88,894 § 88,894 § -
88,894 88,894 88,894 -
161,068 161,068 144,232 16,836
- - 16,836 (16,836)
161,068 161,068 161,068 -
(72,174) (72,174) (72,174) -
72,174 72,174 72,174 -
72,174 72,174 72,174 -
- -8 - s :
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Exhibit V
Sheriff
Okaloosa County, Florida
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
TEEN DRIVER CHALLENGE FUND
For the Fiscal Year Ended September 30, 2018

Variance With
Final Budget
Budgeted Amounts Positive
Original Final Actual Amounts (Negative)
Revenues
Intergovernmental $ - $ - $ - $ -
Total Revenues - - - -
Expenditures
Current
Public Safety 57,152 57,152 36,608 20,544
Total Expenditures 57,152 57,152 36,608 20,544
Excess (Deficiency) of
Revenues Over (Under)
Expenditures (57,152) (57,152) (36,608) 20,544
Other Financing Sources (Uses)
Transfers Among
Constitutional Officers 57,152 57,152 36,608 (20,544)
Total Other Financing
Sources (Uses) 57,152 57,152 36,608 (20,544)
Net Change in Fund Balance - - - -
Fund Balance - Beginning - - - -
Fund Balance - Ending $ - $ - $ - $ -

The notes to the financial statements are an integral part of this statement.
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Exhibit VI
Sheriff
Okaloosa County, Florida
STATEMENT OF ASSETS AND LIABILITIES

PROPRIETARY FUNDS
September 30, 2018
Governmental
Activities
Internal Service
Funds
ASSETS
Current Assets
Cash and Cash Equivalents $ 2,379,241
Receivables, Net of Allowance
for Uncollectible 610,135
Due from Other Funds 347,516
Total Assets $ 3,336,892
Deferred Outflow of Resources
Deferred Charges Related to Pensions $ 226,832
LIABILITIES AND NET POSITION
Current Liabilities
Accounts Payable $ 393,004
Compensated Absences 1,282,334
Other Accrued Liabilities 285,884
Total Current Liabilities 1,961,222
Noncurrent Liabilities
Other Post Employment Benefits 5,402,832
Total Noncurrent Liabilities 5,402,832
Total Liabilities 7,364,054
Deferred Inflow of Resources
Deferred Charges Related to Pensions $ 233,585
Net Position
Unrestricted (Deficit) (4,033,915)
Total Net Position (4,033,915)
Total Liabilities, Deferred Inflows, and Net Position $ 3,563,724

The notes to the financial statements are an integral part of this statement.
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Sheriff
Okaloosa County, Florida

Exhibit VII

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
For the Fiscal Year Ended September 30, 2018

Operating Revenues
Charges for Services

Total Operating Revenues
Operating Expenses
Personal Services
Contractual Services
Insurance Premiums and Claims
Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)
Investment Income
Income (Loss) Before
Contributions and Transfers
Change in Net Position

Total Net Position (Deficit) - Beginning - as restated

Total Net Position (Deficit) - Ending

The notes to the financial statements are an integral part of this statement.
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Governmental
Activities

Internal Service
Funds

$ 6,373,131

6,373,131

226,830
418,637
6,166,936

6,812,403

(439,272)

13,877

(425,395)

(425,395)

(3,608,520)

$ (4,033,915)




Exhibit VIII

Sheriff
Okaloosa County, Florida
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Fiscal Year Ended September 30, 2018
Governmental
Activities

Internal
Service Funds

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from Interfund Services Provided $ 5,839,278
Payments to Suppliers (6,595,424)
Net Cash Provided (Used) by Operating Activities (756,146)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Earnings 13,877
Net Increase (Decrease) in Cash and Cash Equivalents (742,269)
Cash and Cash Equivalents - Beginning of Year 3,121,510
Cash and Cash Equivalents - End of Year $ 2,379,241

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities
Operating Income (Loss) $ (439,272)

Adjustments to Reconcile Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities
Increase (Decrease) in Assets

Receivables (444,054)
Due from General Fund (216,312)
Deferred Outlflows 11,153
Increase (Decrease) in Liabilities
Accounts Payable 393,004
Due to Other Funds 126,513
Deferred Inflows (19,964)
Claims and Judgments Payable (402,855)
Other Post Employment Benefits 235,641
Net Cash Provided (Used) by Operating Activities $ (756,146)

The notes to the financial statements are an integral part of this statement.
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Exhibit IX
Sheriff
Okaloosa County, Florida
STATEMENT OF ASSETS AND LIABILITIES

FIDUCIARY FUNDS
September 30, 2018
Agency Funds
ASSETS
Cash and Cash Equivalents $ 16,350
Total Assets 16,350
LIABILITIES
Due to Other Elected Officials 5,470
Due to Depositors 10,880
Total Liabilities $ 16,350

The notes to the financial statements are an integral part of this statement.
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Sheriff is an elected official established pursuant to the Constitution of the State of Florida. The Sheriff is elected
by the citizenry at-large and functions independently of the Board of County Commissioners of Okaloosa County,
Florida.

The financial statements of the Sheriff have been prepared in conformity with accounting principles generally accepted
in the United States (GAAP) as applied to governments. The Governmental Accounting Standards Board (GASB) is
the accepted standard-setting body for governmental accounting and financial reporting. The Sheriffuses the Uniform
Accounting System (UAS) mandated by Chapter 218.33, Florida Statutes.

The following is a summary of the more significant accounting policies of the Sheriff of Okaloosa County, Florida.

A.

The Reporting Entity

The Sheriff is part of the legal entity of Okaloosa County, Florida and is, therefore, reported as part of the
primary government. The Sheriff’s individual financial statements do not purport to reflect the financial
position or the results of operations of the primary government of Okaloosa County, Florida taken as a whole.
The combined financial statements of the primary government of Okaloosa County, Florida include the
individual statements of the following elected officials and those of separately administered organizations that
are controlled by or are dependent upon the County.

Board of County Commissioners
Clerk of the Circuit Court
Sheriff

Tax Collector

Property Appraiser

Supervisor of Elections

Financial activities of other component units that form the reporting entity of the primary government of
Okaloosa County are not included in these financial statements.

Basis of Presentation - Fund Financials Statements

The financial statements have been prepared for the purpose of complying with Rules of the Auditor General,
State of Florida, which require presentation of the fund level only financial statements an permit omission of
entity-wide full accrual financial statements and management’s discussion and analysis. Therefore, these
financial statements are intended to present only the financial position and changes in financial position of that
portion of Okaloosa County, Florida, that relate to transactions of the Sheriff and are not intended to present
the financial position and changes in financial position of Okaloosa County, Florida.

The Sheriff segregates transactions related to certain functions or activities in separate funds in order to aid
financial management and to demonstrate legal compliance. A fund is a fiscal and accounting entity with a
self-balancing set of accounts. Separate financial statements are provided for governmental funds, proprietary
funds and fiduciary funds.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Exchange and Non-exchange Transactions

Exchange transactions are those in which each party receives and gives up essentially equal values. An
example of an exchange transaction is a purchase of equipment in exchange for cash or in exchange for another
asset such as an used car. Non-exchange transactions are those in which the Sheriff gives (or receives) value
without directly receiving (or giving) equal value in exchange. An example of a non-exchange transaction is
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation — Continued
Exchange and Non-exchange Transactions - Continued

the fines revenue received by the Sheriff from specific citizens which is used to fund various police services
provided to the citizens of the County.

The revenue from these exchange and non-exchange transactions are recognized in the financial statements in
varying ways depending on the basis of accounting used.

2. Governmental Fund Financial Statements

Governmental funds are accounted for using a flow of current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities generally are included on the balance sheet.
The statement of revenues, expenditures and changes in fund balances reports the sources (i.e., revenues and
other financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.
Governmental fund financial statements are reported using the modified accrual basis of accounting. Under
this method, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and
available). “Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period.
The Sheriff considers all revenues reported in the governmental funds to be available if the revenues are
collected within 60 days after year-end. Those revenues susceptible to accrual are fines, charges for service,
and intergovernmental revenue.

Expenditures are recorded when the related fund liability is incurred. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

. Proprietary and Fiduciary Fund Financial Statements

The proprietary fund financial statements are reported using the economic resources measurement focus. Under
this measurement focus, all assets and all liabilities associated with the operation of the fund are included on
the balance sheet. The statement of revenue, expenses and changes in net position reports revenues and
expenses. The proprietary funds are reported using the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund’s principal ongoing operations. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated
with the principal activity of the fund. The principal operating revenues for the proprietary funds are fees and
charges for self-insurance, and compensated absences internal service operations. Operating expenses for the
internal service funds include the cost of providing services and administrative expenses.

Non-operating revenues, such as subsidies and investment earnings, result from non-exchange transactions or

ancillary activities. On an accrual basis, revenue from interest is recorded when earned. The only fiduciary
funds of the Sheriff are agency funds and as such do not record revenues and expenses.
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation — Continued
4. Financial Statement Presentation
The Sheriff reports the following major governmental funds:

General Fund
This is the Sheriff’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

Law Enforcement Trust Fund
This fund is used to account for confiscated merchandise and funds and is expended for Law
Enforcement Purposes. Funds cannot be used for normal operating expenses.

Teen Challenge Driver Fund
This fund is used to account for revenues restricted by the Florida Sheriffs Association and is expended
to support a new safety program for teen drivers. Funds cannot be used for normal operating expenses.

The Sheriff reports the following fund types:

Internal Service Fund
These funds account for the funding of short-term compensated absence debt provided to the general
fund of the Sheriff on a cost reimbursement basis and for risks from medical benefit claims of the self-
funded health insurance plan.

Agency Funds
These funds account for monies held on behalf of individuals and companies. The funds account for the
collection and disbursement of statutory fees for services performed by the Sheriff or monies collected
and disbursed pursuant to levies.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position or Fund Balance

1. Deposits and Investments

Sections 28.33, 218.415, and 219.075, Florida Statutes, require the investment of surplus public funds and
prescribe the instruments in which those investments are authorized, specifically the State of Florida Local
Government Surplus Funds Trust Fund; SEC registered money market funds with the highest credit quality
rating; interest-bearing time deposits or savings accounts in qualified public depositories as defined in s. 280.02;
direct obligations of the United States Treasury, federal agencies and instrumentalities; and securities of or
other interest in certain investment companies or investment trusts the portfolio of which is limited to
obligations of the United States Government or any agency or instrumentality thereof and to repurchase
agreements fully collateralized by such obligations. Because the County has adopted written investment
policies as provided in subsection (1) through (15) of s. 218.415, other investments may be authorized by
resolution or ordinance. Currently authorized are investments in term repurchase agreements with primary
broker/dealers collateralized in the County’s name by securities of the United States Government or any agency
or instrumentality thereof; overnight repurchase agreements with collateral held by the custodian bank or its
trust department; tax exempt bonds, notes or obligations rated in the two highest classifications; inventory-
based domestic bankers’ acceptances eligible to qualify for use as collateral at the Federal Reserve Bank; SEC
registered open-end mutual funds whose portfolios consist of United States Government securities and
repurchase agreements secured by such securities; and Florida Local Government Investment Trust. The
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

D.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position or Fund Balance -
Continued

. Deposits and Investments - Continued

Sheriff adheres strictly to the provisions of those cited Statutes and investments authorized by resolution or
ordinance, as well as with Chapter 517, Florida Statutes, which established registration procedures for securities
and dealers. Investments are reported at fair value.

The Sheriff maintains a separate cash account available for use by all funds. Each account is displayed on the
balance sheet as “cash and cash equivalents.” For purposes of these statements, all highly liquid investments
with maturity of ninety days or less when purchased are considered to be cash equivalents.

. Receivables and Payables

During the course of operations, numerous transactions occur between individual funds for goods provided or
services rendered. These receivables and payables are classified as “due from other funds or elected officials”
or “due to other funds or elected officials” on the balance sheet. Short-term interfund loans are also classified
as “inter-fund receivables/payables.”

The Sheriff maintains no allowance for uncollectible trade accounts. Accounts receivable write offs are
insignificant.

. Capital Assets

Capital assets are not capitalized in the governmental funds used to acquire or construct them. Instead, capital
acquisition and construction are reflected as expenditures in governmental funds, and the related assets are
reported on the government-wide statement of net assets of Okaloosa County.

Property, plant and equipment purchased or acquired is carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date received. The Sheriff’s capitalization level
is $1,000 on tangible personal property and $5,000 on building improvements. Other costs incurred for repairs
and maintenance are expensed as incurred.

Depreciation on all assets is provided on the government-wide statement of activities of Okaloosa County using
the straight-line basis over the following estimated useful lives:

Assets Years
Equipment 3-7
Vehicles 2-15
Building Improvements 20

. Compensated Absences

The liability for compensated absences reported in the governmental and proprietary fund statements consists
of unpaid, accumulated annual and sick leave balances. A liability for these amounts is reported in governmental
funds financial statements only if they have matured, for example, as a result of employee resignations and
retirements. The liability is accrued when incurred in the proprietary fund financial statements. The Sheriff
uses an internal service fund to accumulate the resources to fund the short-term portion of this compensated
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

D.

5.

Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund Balance —
Continued

Compensated Absences - Continued
absences liability. Long-term liability is reported on the government-wide statement of net position of
Okaloosa County.

Unearned Revenues
Unearned revenues include amounts collected before revenue recognition criteria are met. Expenditure driven
grants (to include forfeiture funds) are reported as unearned at the end of the fiscal year.

6. Deferred outflows/inflows of resources

In additions to assets, deferred outflows of resources represent a consumption of fund balance that applies to a
future period(s) and will not be recognized as an outflow of resources (expenditure) until then.

In addition to liabilities, deferred inflows of resources represent an acquisition of fund balance that applies to a
future period(s) and will not be recognized as an inflow of resources (revenue) until that time.

The deferred outflows and inflows for OPEB are an aggregate of items related to changes in assumptions and
other inputs as calculated in accordance with GASB Statements No. 75, Accounting and Financial Reporting
for Postemployment Benefits other than Pensions. These deferred outflows for OPEB will be recognized as
benefit expense or a reduction of the net OPEB liability in future reporting years.

Fund Balance

Governmental funds report zero or deficit unassigned fund balance at year end as all excess appropriations must
be returned to the Board of County Commissioners. The Sheriff, in its general fund, presents nonspendable
fund balance for prepaid items which is offset by the deficit residual unassigned fund balance. When both
restricted and unrestricted resources are available for use, it is the policy of the Sheriff to use restricted resources
first, and then unrestricted resources as they are needed.

8. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 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 expenses during the reporting period. Actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A.

Budget Information
Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual appropriated
budgets are adopted for all governmental funds. All appropriations lapse at fiscal year end.

Budgetary data reflected in the financial statements are established by the following Board procedures:

On or about June 1 of each year, proposed budgets are received by the Board of County Commissioners from
its department heads, from all other constitutional officers, and from other agencies requesting funding for the
ensuing fiscal year. These proposed expenditures, along with all estimated receipts, taxes to be levied, and
balances expected to be brought forward are considered by the Board of County Commissioners in a series of
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - CONTINUED

A. Budget Information - Continued
workshops beginning on or after July 15. The Board of County Commissioners requires such changes as
deemed necessary, sets proposed millages and establishes dates for tentative and final public budget hearings
as prescribed by Florida Statutes.

Proposed budgets are advertised in a newspaper of general circulation in the County. Public hearings are
conducted in Crestview and Fort Walton Beach for the purpose of receiving input, responding to complaints
and providing reasons and explanations for intended actions to all citizens participating.

In the event the final budget has not been adopted by October 1, the beginning of the fiscal year, Florida Statutes
provide for expenditures based on the adopted tentative budget or the Board re-adopts its prior year’s adopted
final budget, as amended, and expends monies based on that budget until such time as its tentative budget is
adopted pursuant to law. The final budget is adopted by resolution of the Board of County Commissioners.

The level of budgetary control (that is the level at which expenditures cannot legally exceed appropriations)
has been established at the fund level. The County Administrator is authorized to transfer budgeted amounts
within departments of a fund and between departments of a fund; however, the Board of County Commissioners
must approve any revisions that alter the total expenditures of any fund. Each constitutional officer is
authorized to make line item transfers but must request approval from the Board for increases in appropriations.

Budget amounts are originally adopted amounts as amended by action of the Board of County Commissioners
by revision of fund totals. Supplemental budgetary appropriations of $3,446,910 representing a 9.0% increase
over the original adopted budget were necessary during the fiscal year.

B. Deficit Fund Equity

The Sheriff’s Self-Insurance Fund is reflecting a deficit fund equity of $4,033,915. This is the result of the
implementation of GAS 75 which requires the unfunded liability for future employee benefits (OPEB) to be
recorded at September 30, 2018.

NOTE 3 - DEPOSITS AND INVESTMENTS

The Sheriff maintains its deposits only with qualified public depositories as defined in Chapter 280, Florida Statutes.
The provisions of this statute generally require public funds to be deposited in a bank or savings association designated
by the State Chief Financial Officer as a “Qualified Public Depository”.  All qualified public depositories must
maintain deposit insurance. They also must place with or in the name of the Chief Financial Officer of the State of
Florida, collateral in the amount of the greater of the average daily balance of public deposits multiplied by the average
monthly balance of public deposits or 125% of the average daily balance of public deposits greater than capital.
Collateral requirements may be increased according to statute if specified conditions exist. Eligible collateral includes
federal, federally-guaranteed, state and local government obligations and corporate bonds. In the event of default by
a qualified public depository excess losses over insurance and collateral will be recovered through assessments to all
qualified public depositories of the same type as the depository in default. Under this method, all Sheriff deposits,
including certificates of deposit, are considered fully insured.

State Statutes restrict the types of investments that can be made by Okaloosa County and its agencies. A description
of the requirements and the types of investments allowed as well as information about valuation and other investment
policies can be found in Note 1.D.1. The Sheriff maintained no investment accounts during the fiscal year ended
September 30, 2018.
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018
NOTE 4 - UNEARNED REVENUE

At the end of the current fiscal year, the various components of unearned revenue reported in the governmental funds
were as follows:

Fund Unearned
General Fund $ 45,509
Law Enforcement Trust Fund 223,525
$ 269,034
NOTE 5 - CAPITAL ASSETS

The following capital asset activity for the Sheriff of Okaloosa County, Florida is included in the government-wide
financial statements of Okaloosa County, Florida for the year ended September 30, 2018.

Beginning

Ending
Balance Increases Decreases Balance
Governmental activities:
Capital assets, being depreciated:
Building improvements $ 531,144 § 9417 $ - $ 540,561
Machinery and equipment 17,741,883 2,409,351 (1,571,533) 18,579,701
Total Capital assets, being depreciated 18,273,027 2,418,768 (1,571,533) 19,120,262
Less accumulated depreciation for:
Building improvements (66,541) (27,358) - (93,899)
Machinery and equipment (12,484,128) (1,816,202) 1,524,176 (12,776,154)
Total accumulated depreciation (12,550,669) (1,843,560) 1,524,176 (12,870,053)
Governmental activities capital assets,net  § 5722358  $ 575208 $ (47357) $ 6,250,209
Depreciation expense was charged to functions/programs as follows:
Public safety $ 1,843,560

NOTE 6 - COMPENSATED ABSENCES

The Sheriff maintains a policy providing for annual vacation and sick leave pay for all full-time non-exempt

employees. Employees are allowed to accumulate unlimited time; however, upon separation the employee will
receive compensation only for any unused annual leave up to a maximum of 240 hours.

Annual vacation leave for full-time non-exempt employees is calculated as follows:

Years of Service Accrual Rate

Less than five (5) years
Five (5) to ten (10) years
Ten (10) and more years

(8) hours per calendar month
(10) hours per calendar month
(12) hours per calendar month

Sick leave for non-exempt employees is accrued at eight hours per month. Unused accrued leave is carried over from
year to year. Employees terminating after ten years of service are compensated for unused sick leave up to a maximum
of 100 hours. Certain employees are also eligible to bank over time hours for future leave up to 120 hours. Vacation
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Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 6 - COMPENSATED ABSENCES - CONTINUED

leave for exempt employees is accrued at 176 hours annually and sick leave for exempt employees is accrued at 104
hours annually.

An employee who meets eligibility requirements receives up to 12 weeks of leave, paid and /or unpaid in accordance
with the federal Family Medical Leave Act of 1993 guidelines.

The vested portion of accumulated annual leave for the Sheriff as of September 30, 2018 follows:

Current Long-Term
Portion Portion Totals
Annual Leave $ 1,282,334 $ 2,381,477 $ 3,663,811

The compensated absences internal service fund, established in 2004, was designated to record and accumulate funds
for the estimated short-term liability related to OCSO compensated absences policies

NOTE 7 - INTERFUND BALANCES AND ACTIVITY

The composition of interfund balances as of September 30, 2018 is as follows:

Due to/from other funds and elected officials:

Receivable Fund Payable Fund Amount Purpose
Other Funds
Internal Service General $ 126,513 Compensated Absences
Internal Service General 221,003 Health Insurance
Total $ 347,516
Other Elected Officials
General Board of County Commissioners $ 315,674 Grant revenue
Board of County Commissioners General (2,018) Excess appropriations
Board of County Commissioners  General (509,725) Reimbursements
Board of County Commissioners ~General (228,596) Reimbursements
Board of County Commissioners  Fiduciary Fund Type 5,470) Court fees
Total $ (430,135)
Interfund transfers:
Transfer In Transfer Out Amount Purpose

Other Elected Officials

General Board of County Commissioners $ (41,097,105) Budget appropriations
General Board of County Commissioners (504,710) Grant appropriations
Law Enforcement Trust Fund Board of County Commissioners (72,174) Appropriations

Teen Driver Challenge Board of County Commissioners (36,608) Appropriations

Total
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Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 8 - LONG-TERM DEBT

The following long-term debt activity for the Sheriff of Okaloosa County, Florida is included in the government-wide
financial statements of Okaloosa County, Florida for the year ended September 30, 2018. The Sheriff had no outstanding
debt issues at September 30, 2018.

The following is a summary of long-term debt transactions of the Sheriff for the fiscal year ended September 30, 2018:
Balance Due

October Balance Due
1,2017 September Due Within
(as restated) Increases Decreases 30,2018 One Year

Governmental Activities:
Accrued Compensated Absences $ 2,657,060 $ 2,048,453 $ (1,041,702) $ 3,663,811 $ 1,282,334

Estimated Claims Payable 688,739 - (402,855) 285,884 -

Net OPEB Obligation 5,167,191 473,626 (237,985) 5,402,832 -
Total Governmental Activities

Long-Term Debt $ 8,512,990 $ 2,522,079 $ (1,682,542) $ 9,352,527 $ 1,282,334

Internal service funds predominantly serve the governmental funds. Accordingly, liabilities for them are included as
part of the above totals for governmental activities. At year end $3,663,811 of internal service fund compensated
absences and $285,884 of internal service fund "estimated" claims payable-reserves and $5,402,832 of internal service
fund OPEB obligation are included in the above amounts.

Compensated absences typically have been liquidated in the general fund. While the estimated claims and OPEB
obligations are liquidated from the internal service self-insurance fund.

NOTE 9 - PENSION PLAN

The Sheriff participates in the Florida Retirement System (FRS) which is a cost sharing multiple employer
contributory retirement system administered by the State of Florida (State). The FRS was established in 1970 by
Chapter 121, Florida Statutes. In 2002 the FRS was amended to provide a defined contribution plan alternative to the
defined benefit plan for FRS members effective July 1, 2002. Rules governing the operation and administration of the
system may be found in Chapter 60S of the Florida Administrative Code. Chapter 112, Florida Statutes established
the Retiree Health Insurance Subsidy (HIS) Program, a cost—sharing multiple employer defined benefit pension plan
to assist retired members of any state- administered retirement system in paying the cost of health insurance.

The State of Florida Retirement System issues a publicly available stand-alone financial report (CAFR) which includes
financial statements and required supplementary information. Also available are the pension systems actuarial reports
to support the schedules of employer allocations and schedules of pension amounts by employer. These reports are
available on the division’s website at http://www.dms.myflorida.com or by email at rep@dms.myflorida.com. The
CAFR and actuarial reports may also be obtained by contacting the Division of Retirement at:

State of Florida Division of Retirement Department of Management Services
Bureau of Research and Member Contributions
P.O. Box 9000
Tallahassee, FL 32315-9000
850-907-6500 or toll free 844-377-1888
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NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 9 - PENSION PLAN - CONTINUED

There are six classes of membership applicable to the Sheriff. Members are eligible for normal retirement when they
have met the requirements listed below. Early retirement may be taken any time after vesting within 20 years of normal
retirement age; however, there is a 5 percent benefit reduction for each year prior to the normal retirement age.

- Regular Class, Senior Management Service Class, and Elected Officers’ Class Members — For members initially

enrolled in the FRS before July 1, 2011, six or more years of creditable service and age 62, or the age after completing
six years of creditable service if after age 62. Thirty years of creditable service regardless of age before age 62. For
members initially enrolled in the FRS on or after July 1, 2011, eight or more years of creditable service and age 65,
or the age after completing eight years of creditable service if after age 65. Thirty-three years of creditable service
regardless of age before age 65.

- Special Risk Class and Special Risk Administrative Support Class Members — For members initially enrolled in

the FRS before July 1, 2011, six or more years of Special Risk Class service and age 55, or the age after completing
six years of Special Risk Class service if after age 55. Twenty- five years of special risk service regardless of age
before age 55. A total of 25 years of service including special risk service and up to four years of active duty wartime
service and age 52. Without six years of Special Risk Class service, members of the Special Risk Administrative
Support Class must meet the requirements of the Regular Class. For members initially enrolled in the FRS on or after
July 1, 2011, eight or more years of Special Risk Class service and age 60, or the age after completing eight years of
Special Risk Class service if after age 60. Thirty years of special risk service regardless of age before age 60. Without
eight years of Special Risk Class service, members of the Special Risk Administrative Support Class must meet the
requirements of the Regular Class.

 The Deferred Retirement Option Program (DROP) is available under the FRS Pension Plan when the member

first reaches eligibility for normal retirement. The DROP allows a member to retire while continuing employment for
up to 60 months.

FRS Membership and Plan Benefits - The FRS Pension Plan provides retirement and disability benefits, death benefits and
survivor’s benefits. Members are also eligible for in-line-of-duty or regular disability benefits if permanently disabled and
unable to work. Benefits are established by State Statutes. Retirement benefits are based on a formula comprised of age,
average compensation, length of FRS service, and membership class. Average compensation is computed as the average
of an individual’s five highest years of earnings for employees hired before July 1, 2011 or eight highest years of earnings
for employees hired on or after July 1, 2011. The amount of benefit payments is also affected by the retirement income
option chosen by the plan participant.

Pension plan participants may choose to receive benefit in retirement under one of four options which will include a 3%
cost-of-living adjustment each July (adjustments are only applicable for FRS service earned prior to July 1, 2011).

If a pension plan participant leaves FRS-covered employment, the pension plan benefit is frozen until the employee returns
to FRS-covered employment or begins receiving early or normal retirement benefit.

HIS Membership and Plan Benefits - The HIS membership is available to all members within the FRS and defined
contribution Investment Plan. The benefit is a monthly payment to assist retirees of the state- administered retirement
systems in paying their health insurance costs. Eligible retirees and beneficiaries receive a monthly HIS payment equal to
the number of years of service credited at retirement multiplied by $5. The minimum payment is $30 and the maximum
payment is $160 per month, pursuant to section 112.363 Florida Statutes. To be eligible to receive a HIS benefit, a retiree
under one of the state- administered retirements systems must provide proof of eligible health insurance coverage, which
can include Medicare.

21



Sheriff
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 9 - PENSION PLAN - CONTINUED

Contribution Requirements -The Sheriff is required to contribute at an actuarially determined rate; these rates are a percent
of annual covered payroll. Employees are required to contribute 3% of their annual salary, while members participating in
DROP are not required to make the 3% contribution. The Sheriff’s contractually required contribution rate includes the
HIS contribution, .06% administrative and educational fee and any applicable unfunded actuarial liability “UAL” rates.
The HIS required contribution rate is 1.66% for the 2017 and 2018 FRS plan years. This contribution when combined with
the employee contribution is expected to finance the cost of the benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. Descriptions and contribution rates in effect during the period
ended September 30, 2018 and two preceding FRS fiscal years are as follows:

September 30, June 30, June 30, June 30,
2018 2018 2017 2016
Regular Class 8.26% 7.92% 7.52% 7.26%
Senior Management 24.06% 22.71% 21.77% 21.43%
Elected Officials 48.70% 45.50% 42.47% 42.27%
Deferred Retirement Option Program 14.03% 13.26% 12.99% 12.88%
Special Risk Regular 24.50% 23.27% 22.57% 22.04%
Special Risk Administrative Support 34.98% 34.63% 28.06% 32.95%

For years ending September 30, 2018, 2017 and 2016, the Sheriff contributed $4,202,838, $3,824,211, and $3,452,672,
respectively, equal to 100% of the required contributions for each year.

The Florida Legislature has the authority for establishing or amending retirement legislation and related bills of
significance to members of the Florida Retirement System (FRS). Passed bills are presented to the Governor and
approved before they may be enacted into law.

Net Pension Liability — Proportionate Share

The Sheriff has a net FRS pension liability determined in accordance with GASB Statement No. 68, Accounting and
Financial Reporting for Pensions. This long-term liability is only reported in the county-wide financial statements
and is not a current liability of the General Fund. All required disclosures and schedules may be found in the county-
wide financial statements of Okaloosa County, Florida.

NOTE 10- POSTEMPLOYMENT BENEFITS

Plan Description
The Okaloosa County Sheriff’s Office (OCSO) administers a single-employer defined benefit healthcare plan (“the

Plan”). The Plan provides healthcare insurance for eligible retirees and their spouses through the Sheriff’s group
health insurance plan, which covers both active and retired members. Employer contribution rates for retirees vary
based on the type of retirement, years of service, and type of coverage. The Plan does not issue a publicly available
financial report but OPEB expenses are reflected in the Sheriff’s internal service fund within the County’s
Comprehensive Annual Financial Report (CAFR).
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NOTE 11 - CHANGE IN ACCOUNTING PRINCIPLE

The Sheriff adopted GASB Statement No. 75, Accounting and Financial Reporting for Postemployment benefits other
than Pension, effective for reporting periods beginning after June 15, 2017. The implementation of this statement
resulted in a restatement (reduction) of beginning net position of $529,589 in order to record the OPEB liability,
related deferred inflows and outflows, and deferred outflows for estimated benefits paid after the measurement date.

Governmental A ctivities
Internal Service Fund

Beginning Net Position, Originally Reported $ (3,078,931)
Change in Accounting from GASB 75 OPEB (529,589)
Beginning Net Position, as Adjusted $ (3,608,520)

NOTE 12 - RISK MANAGEMENT

The Sheriff is exposed to risk of loss for claims and judgments for public liability, workers’ compensation, and other
special risks. Public liability and special risks are covered by commercial insurance policies which are accounted for
in the Sheriff’s general fund. The Sheriff bears no risk of loss under this type of coverage. There has been no
significant reduction in insurance coverage from the prior fiscal year. Insurance coverage has been sufficient to cover
all claims made in the prior three fiscal years. The Sheriff participates in the Florida Sheriff’s Association Workers’
Compensation Program. It is a fully insured, guaranteed cost program with a deductible trust fund and insurance with
a commercial carrier. The Sheriff retains no risk.

The Sheriff utilizes a self-funded health plan to provide comprehensive medical benefits to the employees, retirees
and their dependents. It is funded by contributions from the Sheriff’s Office and employees. In compliance with
Florida Statute, Section 112.08, an actuarial review of the Plan demonstrates that the current rate structure of the Plan
plus the current net assets available for benefits appears adequate to support current outstanding claims as well as
those projected claims and expenses for the next plan year.

Excess insurance is purchased from a commercial carrier to provide a specific claim and aggregate limits coverage.
Specific claim coverage benefits the covered individual by providing unlimited coverage to begin when a specific
claim exceeds $105,000 plus an additional corridor of $275,000. Aggregate limits coverage limits the Sheriff’s total
risk exposure. This coverage provides the Sheriff with an additional $1,000,000 in coverage for the coverage year
when the costs of total claims paid less the total paid under the specific claim excess coverage exceeds 125% of the
expected claims for the current plan year.

The Sheriff uses an internal service fund to account for risks from medical benefit claims. Claim expenditures and
liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be reasonably
estimated. At September 30, 2018, the amount of these liabilities was $285,884. This liability has been determined
based on an actuarial evaluation of all claims reported and all claims incurred but not reported (IBNR) as of September
30, 2018. Claim liabilities are calculated considering the effects of inflation, recent claim settlement trends including
frequency and amount of payouts and other economic and social factors.
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NOTE 12 - RISK MANAGEMENT - CONTINUED

Reconciliation of Claims Liablities for Medical Benefits As of As of
September 30, 2018 September 30, 2017
Unpaid claims and adjustment expenses at beginning of year $ 688,739 $ 505,955

Incurred claims and claim adjustment expenses
A) Provision for insured events of current fiscal year 6,166,936 4,962,052
B) Increases (decreases) in provision for insured events of prior

fiscal years - -

Total incurred claims and claim adjustment expenses 6,855,675 5,468,007
Payments
A) Claims and claim adjustment expenses attributable to insured
events of current fiscal year 6,569,791 4,779,268

B) Claims and claim adjustment expenses attributable to insured
events of prior fiscal year - -

Total payments 6,569,791 4,779,268

Unpaid claims and claim adjustment expenses at end of year $ 285,884 $ 688,739

24



(THIS PAGE INTENTIONALLY LEFT BLANK)



INTERNAL SERVICE FUNDS

Internal service funds are used to account for the financing of goods or services provided by one
department or agency to other departments or agencies of the Sheriff, on a cost reimbursement basis.

Compensated Absences Fund
This fund is used to accumulate and fund the short-term portion of compensated absence

liability for the Sheriff.

Health Benefits Self Insurance Fund
This fund is used to account for premiums and claims associated with the provision of self-

insurance of health benefits for the Sheriff and to record the liability for other post
employment benefits provided to the retirees of the Sheriff.



Statement A-1

Sheriff
Okaloosa County, Florida
INTERNAL SERVICE FUNDS
COMBINING BALANCE SHEET
September 30, 2018
Compensated  Health Benefits  Total Internal
Absences Self Insurance Service Funds
ASSETS
Current Assets
Cash and Cash Equivalents $ 1,155,821 § 1,223,420 $ 2,379,241
Receivables, Net of Allowance
for Uncollectible - 610,135 610,135
Due from Other Funds 126,513 221,003 347,516
Total Current Assets $ 1,282,334 $§ 2,054,558 $ 3,336,892
Deferred Outflow of Resources
Deferred Charges Related to Pensions $ - $ 226,832  § 226,832
LIABILITIES AND NET POSITION
Liabilities
Current Liabilities
Accounts Payable $ - $ 393,004 $ 393,004
Accrued Liabilities
Compensated Absences 1,282,334 - 1,282,334
Other Accrued Liabilities - 285,884 285,884
Total Current Liabilities 1,282,334 678,888 1,961,222
Noncurrent Liabilities
Other Post Employment Benefits - 5,402,832 5,402,832
Noncurrent Liabilities - 5,402,832 5,402,832
Total Liabilities 1,282,334 6,081,720 7,364,054
Deferred Inflow of Resources
Deferred Charges Related to Pensions $ - $ 233,585 $ 233,585
Net Position
Unrestricted (Deficit) - (4,033,915) (4,033,915)
Total Net Position - (4,033,915) (4,033,915)

Total Liabilities, Deferred Inflows, and Net Position $ 1,282,334 $ 2,281,390 $ 3,563,724
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Sheriff

Okaloosa County, Florida

INTERNAL SERVICE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN NET POSITION

For the Fiscal Year Ended September 30, 2018

Operating Revenues
Charges for Services

Total Operating
Operating Expenses
Personal Services
Contractual Services
Insurance Premiums and Claims
Total Operating Expenses
Operating Income (Loss)
Nonoperating Revenues (Expenses)
Investment Income
Income (Loss) Before
Contributions and Transfers
Change in Net Assets
Total Net Position (Deficit) - Beginning
Restatement for GASB 75

Total Net Position (Deficit) - Beginning - as restated

Total Net Position (Deficit) - Ending

Statement A-2

Compensated  Health Benefits  Total Internal
Absences Self Insurance Service Funds
$ 126,513 ' § 6,373,131 $§ 6,499,644
126,513 6,373,131 6,499,644
126,513 226,830 353,343
- 418,637 418,637
- 6,166,936 6,166,936
126,513 6,812,403 6,938,916
- (439,272) (439,272)
- 13,877 13,877
- (425,395) (425,395)
- (425,395) (425,395)
- (3,078,931) (3,078,931)
- (529,589) (529,589)
- (3,608,520) (3,608,520)
$ - $ (4,033,915 § (4,033,915)
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Statement A-3

Sheriff
Okaloosa County, Florida
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FLOWS
For the Fiscal Year Ended September 30, 2018

Compensated  Health Benefits ~ Total Internal

Absences Self Insurance Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Interfund Services Provided $ 131,204 $ 5,708,074  $ 5,839,278
Payments to Suppliers - (6,595,424) (6,595,424)
Net Cash Provided (Used) by Operating Activities 131,204 (887,350) (756,146)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Income - 13,877 13,877
Net Increase (Decrease) in Cash and Cash Equivalents 131,204 (873,473) (742,269)
Cash and Cash Equivalents - Beginning of Year 1,024,617 2,096,893 3,121,510
Cash and Cash Equivalents - End of Year $ 1,155,821 $ 1,223,420 $ 2,379,241
Reconciliation of Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities
Operating Income (Loss) $ - $ (439,272) $ (439,272)
Adjustments to Reconcile Operating Income
(Loss) to Net Cash
Provided (Used) by Operating Activities
Increase (Decrease) in Assets
Receivables - (444,054) (444,054)
Due from General Fund 4,691 (221,003) (216,312)
Deferred Outflows - 11,153 11,153
Increase (Decrease) in Liabilities
Accounts Payable - 393,004 393,004
Due to General Fund 126,513 - 126,513
Deferred Inflows (19,964) (19,964)
Claims and Judgments Payable - (402,855) (402,855)
Other Post Employment Benefits - 235,641 235,641

Net Cash Provided (Used) by Operating Activities $ 131,204 $ (887,350) $ (756,146)
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AGENCY FUNDS

Agency funds are used to account for assets held by the Sheriff of Okaloosa County as agent for individuals,
private organizations, other governments, and/or other funds.

Individual Depositors Fund
This fund is used to account for the collection and disbursement of statutory fees for services
performed by the Sheriff.

Suspense (Levies) Fund
This fund is used to account for monies collected and disbursed pursuant to levies.



Statement B-1

Sheriff
Okaloosa County, Florida
AGENCY FUNDS
COMBINING STATEMENT OF ASSETS AND LIABILITIES
September 30, 2018
Individual Suspense
Depositors (Levies) Total
ASSETS
Cash and Cash Equivalents $ 5470 $ 10,880 $ 16,350
LIABILITIES
Due to Other Elected Officials 5,470 - 5,470
Due to Depositors - 10,880 10,880
Total Liabilities $ 5470 $ 10,880 $ 16,350
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Sheriff

Okaloosa County, Florida
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

AGENCY FUNDS

For the Fiscal Year Ended September 30, 2018

Statement B-2

Balances Balances
September 30, September 30,
2017 Additions Deletions 2018
INDIVIDUAL DEPOSITORS AGENCY FUND
ASSETS
Cash and Cash Equivalents $ 6,780 $ - 1,310 $ 5,470
LIABILITIES
Due to Other Elected Officials $ 6,780 $ - 1,310 $ 5,470
SUSPENSE (LEVIES) AGENCY FUND
ASSETS
Cash and Cash Equivalents $ 4,579 $ 6,301 - $ 10,880
LIABILITIES
Due to Depositors $ 4,579 $ 6,301 - $ 10,880
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash and Cash Equivalents $ 11,359  § 6,301 1,310 $ 16,350
LIABILITIES
Due to Other Elected Officials $ 6,780 $ - 1,310 $ 5,470
Due to Depositors 4,579 6,301 - 10,880
Total Liabilities $ 11,359  $ 6,301 1,310 $ 16,350
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTINGAND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

The Honorable Larry Ashley
Sheriff
Okaloosa County, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of each
major fund, and aggregate remaining fund information of the Office of the Sheriff of Okaloosa
County, Florida (the “Sheriff’), as of and for the year ended September 30, 2018, and the related
notes to the financial statements, which collectively comprise the Sheriff's basic financial
statements, and have issued our report thereon dated April 2, 2019.

Internal Control over Financial Reporting

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

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

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

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

Purpose of this Report

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

Fort Walton Beach, Florida
April 2, 2019
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INDEPENDENT ACCOUNTANTS’ REPORT ON EXAMINATION OF
COMPLIANCE REQUIREMENTS IN ACCORDANCE WITH CHAPTER 10.550,
RULES OF THE AUDITOR GENERAL

The Honorable Larry Ashley
Sheriff
Okaloosa County, Florida

We have examined the Office of the Sheriff of Okaloosa County, Florida’s (the “Sheriff’) compliance
with Section 218.415, Florida Statutes, in regards to investment policies during the year ended
September 30, 2018. Management is responsible for the Sheriffs compliance with those
requirements. Our responsibility is to express an opinion on the Sheriff's compliance based on our
examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a test
basis, evidence about the Sheriff's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our examination
provides a reasonable basis for our opinion. Our examination does not provide a legal
determination on the Sheriff's compliance with specified requirements.

In our opinion, the Sheriff complied, in all material respects, with the aforementioned requirements
for the year ended September 30, 2018.

This report is intended solely for the information and the use of the Florida Auditor General and the

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

April 2, 2019
Fort Walton Beach, Florida
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MANAGEMENT LETTER

The Honorable Larry Ashley
Sheriff
Okaloosa County, Florida

Report on the Financial Statements

We have audited the financial statements (hereinafter referred to as “financial statements”) of the
general fund and the aggregate remaining fund information of the Office of the Sheriff of Okaloosa
County, Florida (hereinafter referred to as “Sheriff’), as of and for the year ended September 30,
2018, and the related notes to the financial statements, and have issued our report thereon dated
April 2, 2019.

Auditors’ Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards; and Independent Accountants’ Report on
Examination of Compliance Requirements in Accordance with Chapter 10.550, Rules of the Auditor
General. Disclosures in those reports, which are dated April 2, 2019, should be considered in
conjunction with this management letter.

Prior Audit Findings
Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. No recommendations were made in the preceding annual
financial audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed
in this management letter, unless disclosed in the notes to the financial statements. The Sheriff of
Okaloosa County, Florida was established by the Constitution of the State of Florida, Article VIII,
Section 1(e), as part of the primary government of Okaloosa County, Florida. There are no
component units related to the Sheriff of Okaloosa County.
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Financial Management

Section 10.554(1)(i)2., 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.

Additional Matters

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

Purpose of this Letter
Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, the Sheriff, the Okaloosa County Board of County Commissioners, and
applicable management, and is not intended to be and should not be used by anyone other than
these specified parties.

We greatly appreciate the assistance and cooperation extended us during our audit.

April 2, 2019
Fort Walton Beach, Florida
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INDEPENDENT AUDITORS’ REPORT

Honorable Paul Lux
Supervisor of Elections
Okaloosa County, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the General Fund of the Office of the
Supervisor of Elections of Okaloosa County, Florida (“Supervisor of Elections”), as of and for the
year ended September 30, 2018, as listed in the table of contents, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Supervisor of Elections’ preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Supervisor of Elections’ internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the General Fund of the Supervisor of Elections, as of September 30, 2018, and
the respective changes in financial position thereof, and the respective budgetary comparison for
the General Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements referred to above were
prepared solely for the purpose of complying with the Rules of the Auditor General of the State of
Florida. In conformity with the Rules, the accompanying financial statements are intended to
present the financial position and changes in financial position of the General Fund attributable
solely to the operation of the Supervisor of Elections. They do not purport to, and do not, present
fairly the financial positon of Okaloosa County, Florida as of September 30, 2018, and the changes
in its financial position for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America. Our opinion is not modified with respect to this
matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
25, 2019, on our consideration of the Supervisor of Elections’ 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 included under the heading “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”. 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.

Fort Walton Beach, Florida
March 25, 2019
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Exhibit |
SUPERVISOR OF ELECTIONS
Okaloosa County, Florida
BALANCE SHEET
GOVERNMENTAL FUND
September 30, 2018

General Fund

ASSETS
Cash and Cash Equivalents $ 207,447
Investments 75,039
Due from Other Elected Officials 6,072
Due from Other Governments 18
Prepaids 120,026
Total Assets $ 408,602

LIABILITIES AND FUND BALANCE

Liabilities
Accounts Payable $ 10,048
Contracts Payable 13,322
Other Accrued Liabilities 29,497
Due to Other Elected Officials 163,539
Due to Other Governments 50
Unearned Revenue 192,146

Total Liabilities 408,602

Fund Balances

Nonspendable 120,026
Unassigned (120,026)

Total Fund Balance -

Total Liabilities and Fund Balance $ 408,602

The notes to the financial statements are an integral part of this statement.
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SUPERVISOR OF ELECTIONS
Okaloosa County, Florida

Exhibit 11

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND
For the Fiscal Year Ended September 30, 2018

Revenues
Intergovernmental
Charges for Services
Miscellaneous

Total Revenues
Expenditures
Current
General Government
Capital Outlay
Total Expenditures
Excess (Deficiency) of Revenues

Over (Under) Expenditures

Other Financing Sources (Uses)
Transfers Among Constitutional Officers

Total Other Financing Sources (Uses)
Net Change in Fund Balance
Fund Balance - Beginning

Fund Balance - Ending

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

4

General Fund

$ 243,244
20,265
2,072

265,581

1,765,169
57,906

1,823,075

(1,557,494)

1,557,494

1,557,494




Exhibit 111
SUPERVISOR OF ELECTIONS
Okaloosa County, Florida
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
For the Fiscal Year Ended September 30, 2018

Variance With
Final Budget
Budgeted Amounts Positive
Original Final Actual Amounts (Negative)
Revenues
Intergovernmental $ - $ 525,649 $ 243,244 % (282,405)
Charges for Services 11,520 11,520 20,265 8,745
Miscellaneous - 653 2,072 1,419
Total Revenues 11,520 537,822 265,581 (272,241)
Expenditures
Current
General Government 1,695,178 2,084,750 1,765,169 319,581
Capital Outlay 37,375 174,105 57,906 116,199
Total Expenditures 1,732,553 2,258,855 1,823,075 435,780
Excess (Deficiency) of
Revenues Over (Under)
Expenditures (1,721,033) (1,721,033) (1,557,494) 163,539
Other Financing Sources (Uses)
Transfers Among
Constitutional Officers 1,721,033 1,721,033 1,557,494 (163,539)
Total Other Financing
Sources (Uses) 1,721,033 1,721,033 1,557,494 (163,539)
Net Change in Fund Balance - - - -
Fund Balance - Beginning - - - -
Fund Balance - Ending $ - $ - $ - $ -

The notes to the financial statements are an integral part of this statement.
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Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Supervisor of Elections is an elected official established pursuant to the Constitution of the State of Florida.
The Supervisor of Elections is elected by the citizenry at-large and functions independently of the Board of County
Commissioners of Okaloosa County, Florida.

The financial statements of the Supervisor of Elections have been prepared in conformity with accounting principles
generally accepted in the United States (GAAP) as applied to governments. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for governmental accounting and financial reporting.
The Supervisor of Elections uses the Uniform Accounting System (UAS) mandated by Chapter 218.33, Florida
Statutes.

The following is a summary of the more significant accounting policies of the Supervisor of Elections.

A

The Reporting Entity

The Supervisor of Elections is part of the legal entity of Okaloosa County, Florida and is, therefore, reported
as part of the primary government. The Supervisor of Elections’ individual financial statements do not
purport to reflect the financial position or the results of operations of the primary government of Okaloosa
County, Florida taken as a whole. The combined financial statements of the primary government of Okaloosa
County, Florida include the individual statements of the following elected officials and those of separately
administered organizations that are controlled by or are dependent upon the County:

Board of County Commissioners
Clerk of the Circuit Court
Sheriff

Tax Collector

Property Appraiser

Supervisor of Elections

Financial statements of other component units that form the reporting entity of the primary government of
Okaloosa County are not included in these financial statements.

Basis of Presentation — Fund Financial Statements

The financial statements have been prepared for the purpose of complying with Rules of the Auditor General,
State of Florida, which require presentation of the fund level only financial statements an permit omission of
entity-wide full accrual financial statements, related disclosures, and management’s discussion and analysis.
Therefore, these financial statements are intended to present only the financial position and changes in
financial position of that portion of Okaloosa County, Florida, that relate to transactions of the Supervisor of
Elections and are not intended to present the financial position and changes in financial position of Okaloosa
County, Florida.

The Supervisor of Elections segregates transactions related to certain functions or activities in separate funds
in order to aid financial management and to demonstrate legal compliance. A fund is a fiscal and accounting
entity with a self-balancing set of accounts. The emphasis of fund financial statements is on major
governmental funds. The only governmental fund of the Supervisor of Elections is the General Fund. This is
the Supervisor of Elections’ only operating fund. The General Fund accounts for all financial resources of the
general government.



Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Governmental Fund Financial Statements

Governmental funds are accounted for using a flow of current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities generally are included on the balance sheet.
The statement of revenues, expenditures and changes in fund balance report the sources (i.e., revenues and
other financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.
Governmental fund financial statements are reported using the modified accrual basis of accounting. Under
this method, revenues are recognized when susceptible to accrual (i.e., when they become both measurable
and available). “Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The Supervisor of Elections considers all revenues reported in the governmental fund to be available
if the revenues are collected within 60 days after year-end. Those revenues susceptible to accrual are charges
for service and intergovernmental revenue.

Expenditures are recorded when the related fund liability is incurred. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Assets or Balance

. Deposits and Investments

Sections 28.33, 218.415, and 219.075, Florida Statutes, require the investment of surplus public funds and
prescribe the instruments in which those investments are authorized, specifically the State of Florida Local
Government Surplus Funds Trust Fund; Securities and Exchange Commission (SEC) registered money
market funds with the highest credit quality rating; interest-bearing time deposits or savings accounts in
qualified public depositories as defined in 5.280.02; direct obligations of the United States Treasury, federal
agencies and instrumentalities; and securities of or other interest in certain investment companies or
investment trusts the portfolio of which is limited to obligations of the United States Government or any
agency or instrumentality thereof and to repurchase agreements fully collateralized by such obligations.
Because the County has adopted written investment policies as provided in subsection (1) through (15) of s.
218.415, other investments may be authorized by resolution or ordinance. Currently authorized are
investments in term repurchase agreements with primary broker/dealers collateralized in the County’s name
by securities of the United States Government or any agency or instrumentality thereof; overnight repurchase
agreements with collateral held by the custodian bank or its trust department; tax exempt bonds, notes or
obligations rated in the two highest classifications; inventory-based domestic bankers’ acceptances eligible to
qualify for use as collateral at the Federal Reserve Bank; SEC registered open-end mutual funds whose
portfolios consist of United States Government securities and repurchase agreements secured by such
securities; and Florida Local Government Investment Trust. The Supervisor of Elections adheres strictly to
the provisions of those cited Statutes and investments authorized by resolution or ordinance, as well as with
Chapter 517, Florida Statutes, which establishes registration procedures for securities and dealers.

. Receivables and Payables

During the course of operations, numerous transactions occur between individual funds of the primary
government of Okaloosa County for goods provided or services rendered. These receivables and payables are
classified as “due from other elected officials” or “due to other elected officials” on the balance sheet of the
Supervisor of Elections, if applicable. Short-term interfund loans are also classified as “interfund
receivables/payables.”
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Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Assets or Balance - Continued

2. Receivables and Payables - Continued
The Supervisor of Elections maintains no allowance for uncollectible trade accounts. Accounts receivable
write offs are insignificant.

3. Capital Assets
Capital assets are not capitalized in the governmental funds used to acquire or construct them. Instead,
capital acquisition and construction are reflected as expenditures in governmental funds, and the related assets
are reported on the government-wide statement of net position of Okaloosa County.

4. Compensated Absences
The liability for compensated absences consisting of unpaid, accumulated annual and sick leave and
compensatory time balances is reported on the government-wide statement of net position of Okaloosa
County. The liability is accrued when incurred in the government-wide financial statements. A liability for
these amounts is reported in governmental funds financial statements of the Supervisor of Elections under the
modified accrual basis of accounting only if they have matured, for example, as a result of employee
resignations and retirements.

5. Fund Balance
Governmental funds report zero or deficit unassigned fund balance at year end as all excess appropriations
must be returned to the Board of County Commissioners. The Supervisor of Elections, in its general fund,
presents nonspendable fund balance for prepaid items which is offset by the deficit residual unassigned fund
balance. When both restricted and unrestricted resources are available for use, it is the policy of the
Supervisor of Elections to use restricted resources first, and then unrestricted resources as they are needed.

6. Estimates
The preparation of financial statements in conformity with generally accepted accounting principles 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 expenses during the reporting period. Actual results could differ from those estimates.

NOTE 2 - LEGAL COMPLIANCE BUDGETS

The Board funds the majority of the operating budget of the Supervisor of Elections. Payment by the Board to fund
the operations of the Supervisor of Elections is recorded as a “transfer out” in the basic financial statements of the
Board, and as an operating “transfer in” on the financial statements of the Supervisor of Elections.

In accordance with Florida Statutes, the General Fund’s excess of revenues over expenditures is returned to the
Board at the end of the fiscal year. Repayments to the Board are recorded as a reduction to “transfer in” in the
financial statements of the Supervisor of Elections and the amount of the undistributed excess appropriations at the
end of the fiscal year is reported as amounts due the Board.

The annual budget is legally adopted on a basis consistent with generally accepted accounting principles. The legal
level of budgetary control is at the fund level.



Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 3 - DEPOSITS AND INVESTMENTS

The Supervisor of Elections maintains its deposits only with qualified public depositories as defined in Chapter 280,
Florida Statutes. The provisions of this statute generally require public funds to be deposited in a bank or savings
association designated by the State Chief Financial Officer as a “Qualified Public Depository”. All qualified public
depositories must maintain deposit insurance. They also must place with or in the name of the Chief Financial
Officer of the State of Florida, collateral in the amount of the greater of the average daily balance of public deposits
multiplied by the average monthly balance of public deposits or 125% of the average daily balance of public
deposits greater than capital. Collateral requirements may be increased according to statue if specified conditions
exist. Eligible collateral includes federal, federally-guaranteed, state and local government obligations and
corporate bonds. In the event of default by a qualified public depository excess losses over insurance and collateral
will be recovered through assessments to all qualified public depositories of the same type as the depository in
default. Under this method, all Supervisor of Elections’ deposits, including certificates of deposit, are considered
fully insured.

State Statutes restrict the types of investments that can be made by Okaloosa County and its agencies. A description
of the requirements and the types of investments allowed as well as information about valuation and other
investment policies can be found in Note 1.D.1.

The investment policy manual details the methods used to manage the risks inherent to the investment process. The
authority for investment of County funds rests with the Clerk of the Circuit Court who has delegated management of
the investment program to the Director of Treasury and Board Services. Although the policies allow investments in
many types of instruments, the Clerk has chosen to limit investment risks by investing mainly in allowed investment
pools. Investments in the Local Government State Investment Pool are accounted for in the books and records of
the Supervisor of Elections during the fiscal year ended September 30, 2018.

NOTE 4 - UNEARNED REVENUE
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 unearned revenue reported in the governmental fund were as
follows:

NOTE 5 - INTERFUND BALANCES AND ACTIVITY

The composition of interfund balances as of September 30, 2018 is as follows:

Due to/from elected officials:

Receivable Fund Payable Fund Amount Purpose
General Fund Clerk of Courts $ 6,072 Postage
Board of County Commissioners General Fund (163,539) Excess appropriations
Total $ (157,467)
Interfund transfers:
Transfer In Transfer Out Amount Purpose
General Fund Board of County Commissioners $ 1,557,494 Budget appropriations



Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 6 - LONG-TERM DEBT

The following long-term debt activity for the Supervisor of Elections of Okaloosa County, Florida is included in the
government-wide financial statements of Okaloosa County, Florida for the year ended September 30, 2018:

CAPITAL LEASES

The County has entered into a lease agreement for financing the acquisition of election equipment for the
Supervisor of Elections. The lease agreement qualifies as capital lease for accounting purposes as a result of
the transfer of title or bargain purchase option and therefore have been recorded at the present value of the
future minimum lease payments as of the inception date in the General Fund.

The assets acquired through capital leases are as follows:

Govenmental
Assets Activities
Election equipment $ 570,100
Accumulated depreciation (267,706)
Assets acquired by lease, net $ 302,394

NOTE 7 - PENSION PLAN

The Supervisor of Elections participates in the Florida Retirement System (FRS) which is a cost sharing multiple
employer contributory retirement system administered by the State of Florida (State). The FRS was established in
1970 by Chapter 121, Florida Statutes. In 2002 the FRS was amended to provide a defined contribution plan
alternative to the defined benefit plan for FRS members effective July 1, 2002. Rules governing the operation and
administration of the system may be found in Chapter 60S of the Florida Administrative Code. Chapter 112,
Florida Statutes established the Retiree Health Insurance Subsidy (HIS) Program, a cost-sharing multiple employer
defined benefit pension plan to assist retired members of any state- administered retirement system in paying the cost
of health insurance.

The State of Florida Retirement System issues a publicly available stand-alone financial report (CAFR) which
includes financial statements and required supplementary information. Also available are the pension systems
actuarial reports to support the schedules of employer allocations and schedules of pension amounts by employer.
These reports are available on the division’s website at http://www.dms.myflorida.com or by email at
rep@dms.myflorida.com . The CAFR and actuarial reports may also be obtained by contacting the Division of
Retirement at:

State of Florida Division of Retirement Department of Management Services
Bureau of Research and Member Contributions
P.O. Box 9000
Tallahassee, FL 32315-9000
850-907-6500 or toll free 844-377-1888
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Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 7 - PENSION PLAN — CONTINUED

There are six classes of membership applicable to the Supervisor of Elections. Members are eligible for normal
retirement when they have met the requirements listed below. Early retirement may be taken any time after vesting
within 20 years of normal retirement age; however, there is a 5 percent benefit reduction for each year prior to the
normal retirement age.

. Regular Class, Senior Management Service Class, and Elected Officers’ Class Members — For members
initially enrolled in the FRS before July 1, 2011, six or more years of creditable service and age 62, or the age
after completing six years of creditable service if after age 62. Thirty years of creditable service regardless of
age before age 62. For members initially enrolled in the FRS on or after July 1, 2011, eight or more years of
creditable service and age 65, or the age after completing eight years of creditable service if after age 65. Thirty-
three years of creditable service regardless of age before age 65.

. Special Risk Class and Special Risk Administrative Support Class Members — For members initially enrolled
in the FRS before July 1, 2011, six or more years of Special Risk Class service and age 55, or the age after
completing six years of Special Risk Class service if after age 55. Twenty- five years of special risk service
regardless of age before age 55. A total of 25 years of service including special risk service and up to four years of
active duty wartime service and age 52. Without six years of Special Risk Class service, members of the Special
Risk Administrative Support Class must meet the requirements of the Regular Class. For members initially enrolled
in the FRS on or after July 1, 2011, eight or more years of Special Risk Class service and age 60, or the age after
completing eight years of Special Risk Class service if after age 60. Thirty years of special risk service
regardless of age before age 60. Without eight years of Special Risk Class service, members of the Special Risk
Administrative Support Class must meet the requirements of the Regular Class.

. The Deferred Retirement Option Program (DROP) is available under the FRS Pension Plan when the
member first reaches eligibility for normal retirement. The DROP allows a member to retire while continuing
employment for up to 60 months.

FRS Membership and Plan Benefits - The FRS Pension Plan provides retirement and disability benefits, death
benefits and survivor’s benefits. Members are also eligible for in-line-of-duty or regular disability benefits if
permanently disabled and unable to work. Benefits are established by State Statutes. Retirement benefits are based
on a formula comprised of age, average compensation, length of FRS service, and membership class. Average
compensation is computed as the average of an individual’s five highest years of earnings for employees hired
before July 1, 2011 or eight highest years of earnings for employees hired on or after July 1, 2011. The amount of
benefit payments is also affected by the retirement income option chosen by the plan participant.

Pension plan participants may choose to receive benefit in retirement under one of four options which will include a
3% cost-of-living adjustment each July (adjustments are only applicable for FRS service earned prior to July 1,
2011).

If a pension plan participant leaves FRS-covered employment, the pension plan benefit is frozen until the employee
returns to FRS-covered employment or begins receiving early or normal retirement benefit.
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Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 7 - PENSION PLAN - CONTINUED

HIS Membership and Plan Benefits - The HIS membership is available to all members within the FRS and defined
contribution Investment Plan. The benefit is a monthly payment to assist retirees of the state- administered
retirement systems in paying their health insurance costs. Eligible retirees and beneficiaries receive a monthly HIS
payment equal to the number of years of service credited at retirement multiplied by $5. The minimum payment is
$30 and the maximum payment is $160 per month, pursuant to section 112.363 Florida Statutes. To be eligible to
receive a HIS benefit, a retiree under one of the state- administered retirements systems must provide proof of
eligible health insurance coverage, which can include Medicare.

Contribution Requirements -The Supervisor of Elections is required to contribute at an actuarially determined rate;
these rates are a percent of annual covered payroll. Employees are required to contribute 3% of their annual
salary, while members participating in DROP are not required to make the 3% contribution. The Supervisor of
Elections’ contractually required contribution rate includes the HIS contribution, .06% administrative and
educational fee and any applicable unfunded actuarial liability “UAL” rates. The HIS required contribution rate is
1.66% for the 2017 and 2018 FRS plan years. This contribution when combined with the employee contribution is
expected to finance the cost of the benefits earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. Descriptions and contribution rates in effect during the period ended
September 30, 2018 and two preceding FRS fiscal years are as follows:

September 30, June 30, June 30, June 30,
2018 2018 2017 2016
Regular Class 8.26% 7.92% 7.52% 7.26%
Senior Management 24.06% 22.71% 21.77% 21.43%
Elected Officials 48.70% 45.50% 42.47% 42.27%
Deferred Retirement Option Program 14.03% 13.26% 12.99% 12.88%
Special Risk Regular 24.50% 23.27% 22.57% 22.04%
Special Risk Administrative Support 34.98% 34.63% 28.06% 32.95%

For the years ending September 30, 2018, 2017, 2016, the Supervisor of Elections contributed $113,867, $104,886 and
$93,318 respectively, equal to 100% of the required contributions for each year.

The Florida Legislature has the authority for establishing or amending retirement legislation and related bills of
significance to members of the Florida Retirement System (FRS). Passed bills are presented to the Governor and
approved before they may be enacted into law.

Net Pension Liability — Proportionate Share
The Supervisor of Elections has a net FRS pension liability determined in accordance with GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. This long-term liability is only reported in the county-wide

financial statements and is not a current liability of the General Fund. All required disclosures and schedules may
be found in the county-wide financial statements of Okaloosa County, Florida.
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Supervisor of Elections
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 8- POSTEMPLOYMENT BENEFITS

The Board offers post-employment health care benefits to all retired employees of the Supervisor of Election’s
Office and their dependents. Participating retirees are required to reimburse the Board for 100% of the premium
costs, which is netted against the premium payments, so that no net expense is initially recorded in the Board’s
financial statements. However, these retirees are receiving an “implicit subsidy“ because the premium is a group
rate which includes active, lower cost employees. This implicit subsidy has a cost, however, this annual cost and the
total post employment benefit liability have been calculated for the County as a whole, and not separately for the
Supervisor of Election’s Office. Accordingly, these calculations and disclosures can be found in the County’s
comprehensive annual financial report.

NOTE 9 - RISK MANAGEMENT

The Supervisor of Elections is exposed to risk of loss for claims and judgments for public liability, workers’
compensation, and other special risks. Special risks are covered by commercial insurance policies that are
accounted for in the Supervisor of Elections’ general fund. The Supervisor of Elections bears no risk of loss under
this type of coverage. There has been no significant reduction in insurance coverage from the prior fiscal year.

Insurance coverage has been sufficient to cover all claims made in the prior three fiscal years. The Supervisor of
Elections has chosen to participate in a group medical insurance plan along with all other elected officials’ offices of
Okaloosa County except for the Sheriff. The plan is administered by the Risk Management Department of the
Board of County Commissioners and uses a fully insured commercial insurance policy to fund employee medical
benefits. The Supervisor of Elections bears no risk of loss under this type of coverage.

The Supervisor of Elections has chosen to participate in the Self-Insurance Internal Service Fund of the Okaloosa
County Board of County Commissioners to handle claims for public liability and workers’ compensation. The Self-
Insurance Internal Service Fund charges the Supervisor of Elections a fee to participate based upon actuarially
projected budget requirements for expected yearly cash payouts. No claim liability for this self-insurance program
is recognized in the financial statements of the Supervisor of Elections.
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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

Honorable Paul Lux
Supervisor of Elections
Okaloosa County, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements
(hereinafter referred to as “financial statements”) of the General Fund of the Office of the Supervisor
of Elections of Okaloosa County, Florida (hereinafter referred to as “Supervisor of Elections”), as of
and for the year ended September 30, 2018, and the notes to the financial statements, which
collectively comprise the Supervisor of Elections’ financial statements, and have issued our report
thereon dated March 25, 2019.

Internal Control over Financial Reporting

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

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

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

As part of obtaining reasonable assurance about whether the Supervisor of Elections’ 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.

Purpose of this Report

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

Fort Walton Beach, Florida
March 25, 2019
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INDEPENDENT ACCOUNTANTS’ REPORT ON EXAMINATION OF
COMPLIANCE REQUIREMENTS IN ACCORDANCE WITH CHAPTER 10.550,
RULES OF THE AUDITOR GENERAL

Honorable Paul Lux
Supervisor of Elections
Okaloosa County, Florida

We have examined the Office of the Supervisor of Elections of Okaloosa County, Florida’s (hereinafter
referred to as the “Supervisor of Elections”) compliance with Florida Statutes 218.415 in regards to
investments for the year ended September 30, 2018.

Management is responsible for the Supervisor of Elections’ compliance with those requirements. Our
responsibility is to express an opinion on the Supervisor of Elections’ compliance based on our
examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis,
evidence about the Supervisor of Elections’ compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our examination
provides a reasonable basis for our opinion. Our examination does not provide a legal determination
on the Supervisor of Elections’ compliance with specified requirements.

In our opinion, the Supervisor of Elections’ complied, in all material respects, with the aforementioned
requirements for the year ended September 30, 2018.

Fort Walton Beach, Florida
March 25, 2019
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MANAGEMENT LETTER

Honorable Paul Lux
Supervisor of Elections
Okaloosa County, Florida

Report on the Financial Statements

We have audited the financial statements of the General Fund of the Supervisor of Elections of
Okaloosa County, Florida (hereinafter referred to as “Supervisor of Elections), as of and for the
fiscal year ended September 30, 2018, and the related notes to the financial statements and have
issued our report thereon dated March 25, 2019.

Auditors’ Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting
and Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards; and Independent Accountants’ Report on
Examination of Compliance Requirements Performed in Accordance with Chapter 10.550, Rules
of the Auditor General. Disclosures in those reports, which are dated March 25, 2019, should be
considered in conjunction with this management letter.

Prior Audit Findings
Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. No recommendations were made in the preceding annual
financial audit report.

Financial Management

Section 10.554(1)(i)2., 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.
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Additional Matters

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

Purpose of this Letter

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

We greatly appreciate the assistance and cooperation extended us during our audit.

Fort Walton Beach, Florida
March 25, 2019
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INDEPENDENT AUDITORS’ REPORT

Honorable Benjamin F. Anderson
Tax Collector
Okaloosa County, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of each major fund, and the
aggregate remaining fund information of the Office of the Tax Collector of Okaloosa County,
Florida (“Tax Collector”), as of and for the fiscal year ended September 30, 2018, as listed in the
table of contents, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. @ The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control.  Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each major fund, and the aggregate remaining fund information for
the Tax Collector as of September 30, 2018, and the respective changes in financial position
thereof, and the respective budgetary comparison for the General Fund for the fiscal year then
ended, in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements referred to above have
been prepared for the purpose of complying with Rules of the Auditor General, State of Florida. In
conformity with the Rules, the accompanying financial statements are intended to present the
financial position and changes in financial position of each major fund, and aggregate fund
information of Okaloosa County, Florida that is attributable to the Tax Collector. They do not purport
to, and do not, present fairly the financial position of Okaloosa County, Florida as of September 30,
2018 and the changes in its financial position for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements. The
accompanying statement of changes in assets and liabilities — agency fund is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the special-purpose financial statements.
The information has been subjected to the auditing procedures applied in the audit of the special-
purpose financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the special-
purpose 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 special-purpose financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report on our
consideration of the Tax Collector’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 included under the heading “Independent Auditors’ Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of the Financial Statements
Performed in Accordance with Government Auditing Standards”. 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.

Fort Walton Beach, Florida
March 27, 2019
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Property Appraiser
Okaloosa County, Florida
NOTES TO FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2018

NOTE 3 - DEPOSITS AND INVESTMENTS - CONTINUED
State Statutes restrict the types of investments that can be made by Okaloosa County and its agencies. A description
of the requirements and the types of investments allowed as well as information about valuation and other investment
policies can be found in Note 1. D.1. The Property Appraiser maintained no investment accounts during the fiscal
year ended September 30, 2018.

NOTE 4 - INTERFUND BALANCES AND ACTIVITY

The composition of interfund balances as of September 30, 2018 is as follows:

Due to/from other elected officials:

Receivable Fund Payable Fund Amount Purpose

Board of County Commissioners  General $ 772,080 Excess appropriations
Interfund transfers:

Transfer In Transfer Out Amount Purpose

General Board of County Commissioners $ 2,539,739 Budget appropriations

NOTE 5 - PENSION PLAN

The Property Appraiser participates in the Florida Retirement System (FRS) which is a cost sharing multiple employer
contributory retirement system administered by the State of Florida (State). The FRS was established in 1970 by
Chapter 121, Florida Statutes. In 2002 the FRS was amended to provide a defined contribution plan alternative to
the defined benefit plan for FRS members effective July 1, 2002. Rules governing the operation and administration
of the system may be found in Chapter 60S of the Florida Administrative Code. Chapter 112, Florida Statutes
established the Retiree Health Insurance Subsidy (HIS) Program, a cost-sharing multiple employer defined benefit
pension plan to assist retired members of any state- administered retirement system in paying the cost of health
insurance.

The State of Florida Retirement System issues a publicly available stand-alone financial report (CAFR) which
includes financial statements and required supplementary information. Also available are the pension systems actuarial
reports to support the schedules of employer allocations and schedules of pension amounts by employer. These
reports are available on the division’s website at http://www.dms.myflorida.com or by email at
rep@dms.myflorida.com . The CAFR and actuarial reports may also be obtained by contacting the Division of
Retirement at:

State of Florida Division of Retirement Department of Management Services
Bureau of Research and Member Contributions
P.O. Box 9000
Tallahassee, FL. 32315-9000
850-907-6500 or toll free 844-377-1888

There are six classes of membership applicable to the Property Appraiser. Members are eligible for normal retirement
when they have met the requirements listed below. Early retirement may be taken any time after vesting within 20
years of normal retirement age; however, there is a 5 percent benefit reduction for each year prior to the normal
retirement age.
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