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MISSION STATEMENT

The mission of Monroe County is to provide outstanding public service responsive to the needs of
our citizens, our unique community, and our environment.

VISION STATEMENT
Utopia in the Florida Keys

Working and learning together to maintain the diverse community by preserving the natural
resources and habitat that makes us a unique and preferred place to live and visit!

VALUE STATEMENTS
We Believe in the Highest of Ethical Bebavior as we Sail the Seven “C””s.

Competence — knowledge. We encourage a competent workforce through continuing education
and training. Knowledge adds value to the services we provide and increases employee and citizen
satisfaction.

Creative — new ideas. We are open to new ideas. We believe in taking fresh approaches to
overcome challenges while striving to add value to the services we provide to our community.

Committed — career as a calling to public service. We believe that service to government is the
highest career calling. A professional attitude imposes a pledge of excellent performance with a
commitment to the organization.

Concern — fiscal responsibility. We believe fiscal responsibility demonstrates our respect for the
citizens whose taxes support our organization. Fiscal responsibility recognizes that most problems
cannot be solved by money alone; however, take seriously our task to safeguard the public trust.

Care — positive and supportive work environment. We provide a positive work environment for our
employees by recognizing their needs and allowing a balance with their professional and personal
lives. We treat everyone with respect. We are compassionate and responsive to the needs of all
citizens.

Communication — exchange of ideas. We believe that two way communications amongst our
organization, our employees, and our citizens is essential. We encourage feedback and the sharing
of ideas. By working together, we can share information and improve our services through open
government.

Continuity = fairness, equality and sustainability. We believe in fairness and equality and place
emphasis on truth and honesty in all of our actions. Through the use of strategic planning we
ensure the continuity and sustainability of County services and programs.
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Budget Message

Introduction

The County Administrator and the Division of Budget and Finance are pleased to
present to the Board of County Commissioners and the citizens of Monroe County the adopted
budget for the coming fiscal year ending September 30, 2009. This budget includes not only the
results of the efforts of people throughout the County Administration, but also similar efforts by
the Constitutional Officers, with policy guidance and instructions from the Board of County
Commissioners. In addition, this year’s adopted budget reflects the property tax reform passed
by the legislature.

According to the legislature, the taxpayers of Florida will immediately save $15.6 billion
from the “caps” imposed by the statute. In January 2008 were asked to approve a proposed
revision to the constitution on property taxation with respect to homestead property. The
amendment passed and the result changed the current homestead exemption by (1) increase the
homestead exemption by exempting the assessed value between $50,00 and $75,000, except for
school district taxes (2) allows homestead property owners to transfer up to $500,00 of their
Save-Our-Homes benefits to their next homestead, (3) authorizes an exemption from property
taxes of $25,000 of assessed value of tangible personal property and (4) limits the assessment
increases for specified non-homestead real property to 10 percent each year, except for school
district taxes.

For the 2007-2008 fiscal year Monroe County was required to cut taxes by 5% over the
(2006-2007) level. It is based on how rapid property taxes have grown over the past five years,
which were adjusted for changes in population. The annual compound growth rate in per capita
tax levies from fiscal (2001-02) to (2006-07) in Monroe County was 7.47% or $652.00 dollars
of taxation per person in (2001-02) which increased to $935.00 per person in (2006-07). This
calculation was not helped by population data which shows a decrease in the County has over
the 5 year period. This growth rate is the basis for the County’s maximum tax levy being
reduced by an additional 5% below the current year levy using final 2006 values before Value
Adjustment Board adjustments.

Counties like Monroe County that have compound annual revenue growth of more than
7% but not more than 9% were subject to second lowest reduction factor of 5% as mentioned
above. Other reduction factors are 7%, and 9% which are for counties that had revenue growth
of greater than 9% and 11% in per capita compound annual growth, respectively.

Although the “Save Our Homes” amendment which was passed in 1992 and was created
with the intention of helping Florida’s taxpayers; over time it has had the effect of shifting a
disproportionate amount of the tax burden to businesses, non-homesteaded properties and
renters, and has made people feel “locked” into their current homes, since in most cases,
downsizing to a smaller and less expensive home would result in increased property taxes.
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Because the constitutional amendment was approved by voters in January 2008, “Save
Our Homes was replaced with a new “super exemption” which is estimated to provide 73% of
homesteaded properties with a greater benefit than the current “Save Our Homes” exemption.
While the “super exemption” will cause the tax base of most taxing authorities to decline under
the constitutional amendment, it will especially affect Monroe County, since property values
have increased at a rate which is the highest of all 67 counties in the state. The impact on
taxable value as a result of Amendment 1 for the county’s county-wide taxing unit was a $527
million dollar loss, this combined with the devaluation of property led to an overall reduction to
the tax base of 5% county-wide.

The County has continued with its successful process toward more professionalized and
refined budget preparation and adoption. In previous years, the review process has progressed
from one of line by line detail to one of the Board of County Commissioners dealing with
policies and trends so that the budget discussions could truly become a clear indication of where
the Board of County Commissioners wished to place its priorities.

The Board of County Commissioners gave approval for the Budget to be presented in a
new modern format. This step forward presents much more clearly, the relationships among the
revenue sources, expenditures and personnel.

The budget, by its very nature, is the implementing document for the series of policies
and programs that the County will pursue. Recognition of improvement and professionalism in
the County’s budget was again provided by the Government Finance Officers Association
(GFOA), granting the County it’s Distinguished Budget Presentation Award for ten fiscal years
in a row, 1999 through 2008.

During fiscal year 2007, many major issues developed that had direct impacts
upon the fiscal year 2009 budget and the tax rates for the various taxing districts. While most of
these changes were statutory in nature, there is a tendency to dwell upon the more controversial
issues, forgetting that most of what county government does on a daily basis is does well,
quietly, and without controversy. The adopted budget for fiscal year 2009 reflects the
continuation of effective services, as well as responding to the more controversial issues and
major challenges pertaining to state and federal funding decreases while mandating more
programs to be paid by local government agencies.

During 2005, starting in July, the county was hit with three major hurricanes; Dennis,
Katrina, and Rita, and at the start of fiscal year ‘06, in mid October, hurricane Wilma caused
wind and water damage to the County not seen in decades. Although the County was declared
for public assistance for all of the storms, the federal funding percentage was at 75% of the total
eligible damages. This meant the state would fund 12.5% and the final 12.5% match would
come out of the County’s General Revenue Fund. That would have amounted to well over $5
million and is in part the cause of the decrease in the general revenue fund balance reported in
the county’s fiscal 2006 financial statements.

However, on May 25, 2007 under federal legislation signed by President George Bush,
the U.S. Department of Homeland Security’s Federal Emergency Management Agency (FEMA)

A-2
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will deliver additional federal disaster assistance to supplement state and local recovery efforts
of the 2005 hurricane season. As a result of this legislation, there is no match requirement on
the part of the State or the County, and matched funding requirement which was provided by
the general fund will be replaced once all of the damages are completed, and repairs which were
paid for by FEMA but were actually ineligible could result in partial funding de-obligation.

The budget, tax table and millage table reflect the split of the Sheriff’s budget into
countywide and municipal policing functions, which first occurred in the fiscal year 2001
budget. Over the last several years, there were several Municipal Service Taxing Units
(M.S.T.U.) created by ordinance, some of which have already levied taxes for administrative
portions of wastewater projects. Only 2 M.S.T.U.’s (Big Coppitt and Duck Key) were levied
taxes in fiscal year 2008, while wastewater M.S.T.U.’s will not be levied in 2009 some of the
older M.S.T.U.’s actually will sunset those that do not will be considered again in 2010.

. The City of Marathon has the authority to levy its own ad valorem taxes for the
purpose of dealing with wastewater, making the levy by Monroe County through
an MSTU unnecessary. Please note that there is no millage levied in the
Marathon MSTU for wastewater on the millage sheet. (see B-42)

. On July 20, 2005 the County passed resolution number 263-2005 to authorize on
October 4, 2005 a referendum election for the electors of the district to approve
the district assessing and imposing ad valorem taxes not to exceed one mil and
the said referendum was approved by the voters and created the Key Largo Fire
Rescue and Emergency Medical Services District, a district that will be fully
independent of the County as of October 1, 2006 making the levy by Monroe
County through the district 6 MSTU unnecessary as well. All of the terms of the
inter-local agreement with respect to the transfer of the assets and fund balance
have been affected as of the date of this report.

o The budget reflects the requirement that the Tourist Development Council
provide thirty percent of revenues toward tourist related capital projects costs,
such as beach improvements and museums.

. The budget includes fund balance restoration in the General Fund; prior budgets
followed the instructions of the Board of County Commissioners to utilize fund
balances according to policies established by the BOCC, where possible.
During various presentations given to the BOCC, a fund balance presentation
was given describing the over-appropriation of the general fund balance, which
was brought to our attention by the Clerk of the Circuit Court. While the Board
approved a
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budget amendment to lower the appropriation of the actual fund balance of the
general fund, and expenditures were closely monitored during fiscal year 2007,
OMB recommended the board deviate from it’s fund balance policy for the
adopted fiscal year 2008 budget in several of the funds including the general
fund which was expected to end 2007 with a balance of approximately $11-$12
million. During fiscal year 2008 additional budget reductions were approved by
the Board in anticipation of the legislative tax cap and declining property values.
OMB is expecting to end 2008 with a fund balance between $14-$16 million
dollars.

The budget reflects the control of costs in the group benefits program and lower
prescription plan co-pays have been maintained at the lower and more affordable
level. Dental and Vision benefits are available to employees through nominal
payroll deductions. During 2007, an additional wellness benefit was added to the
group insurance plan which among other things provides the benefit of an annual
physical without first having to meet the deductible.

There was a minimal increase in the Florida Retirement Systems (FRS) rates for
the 2008-09 fiscal year.

The budget includes the County’s continued support for community based
human service organizations, although at a lower funding level in response to
property tax reform which has greatly reduced property tax revenues as
described above.

The budget responds to state mandated cost increases, especially in reference to
juvenile justice funding, and Baker act requirements, both of which the county
considers unfunded mandates.

The budget responds to the impacts of the State government’s Revision 7 to
Article V of the Florida Constitution, in 2005, which overall saved the county
approximately $1.5M in the first year of implementation, and will continue to
save the county resources as the funding for state courts is provided from state
revenues, and funding for offices of the Clerks of the Circuit and County Courts
performing court related functions, shall be provided by adequate and
appropriate filing fees and service charges collected locally. The savings for
fiscal 2008 was closer to $1.8 million.

The budget maintains an increased funding level for Emergency Services which
in previous years was subsidized with fund balance. The shortfall was mainly a
result of compensation increases as part of the contractual obligations with the
International Association of Firefighters.

The budget responds to the current economic conditions by shrinking county
government, 63 positions were eliminated and 8 divisions were reorganized into
5 divisions. It is anticipated that a further reduction in the workforce will occur
through attrition.
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Budget Themes

The fiscal year 2008 adopted budget is a reversal of previous year’s budgets in that
limitations have been place on tax levies, thereby reversing the county’s ability to make
immediate decisions that were made in previous year’s tax levies which stabilized what had
previously been difficult situations in some of the funds.

The policy established by the Board of County Commissioners in reference to fund
balances has served to provide predictability as to the availability of funds to respond to general
needs and problem areas. This policy has not specifically been discussed, nor was any specific
guidance given, but in light of the property tax reform, and the reduced fund balances of many
funds, the 2009 budget appropriates at least 2-3 months of operating costs in the funds. As
mentioned in our Fund Balance presentation and in a presentation given by the County
Engineer, the Road and Bridge fund, which, as has been reported to the Board in the past, was
in danger of using up its fund balance and requiring the Board of County Commissioners to
shift costs to ad valorem taxation within the next few years if it wished to maintain the same
level of services. To remedy this problem, Social Service transportation and Veterans Affair
transportation have been shifted to the General Fund in recent years. While this temporarily
sustained the fund, it is in danger again of using up its fund balance as the county continues to
generously distribute gas tax revenues to the municipalities.

This budget continues the progress made in various areas in previous years. As was
discussed in previous budget messages, the budget presents a balanced picture of the need for
fiscal conservatism and the desire on the part of the citizens for increases in services.

As in past years, a number of other themes were prevalent in the budget. Many of these will be
familiar to the Board of County Commissioners since they have been major influences on the
budgets for years.

. The budget responds to outside pressures that have a major impact upon the
County’s finances. This includes the cost of property insurance which shows up
as higher premiums in the County’s risk management fund, as well as the
necessity of complying with federal mandates such as the Americans with
Disabilities Act, the Fair Labor Standards Act, the Family and Medical Leave
Act, Federal Department of Transportation Drug/Alcohol Program requirements,
Occupational Safety and Health Administration requirements, etc. In addition,
FEMA has required the county to provide evidence of insurance on infrastructure
and capital assets that were previously uninsured by the county, in order to
receive payments for repairs and other disaster related losses.

. The budget reflects continued stability in the workers” compensation fund. While
there was no billing of workers compensation for fiscal 2007, which was one of
many ways to reduce overall expenditures, these billings were resumed in 2008
and the fund remains sound.

. The budget continues to respond to mandates upon the County government. One
of the major issues is the detention facility on Stock Island and the need to
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maintain and protect that huge investment. Maintenance and operations are
identified in both the County Administration and the Sheriff’s budgets.

o The budget continues to respond to the Board of County Commissioners’ policy
of expanding park and recreational facilities. There are funds budgeted for the
increase in maintenance and upgrading of existing parks as well as the opening of
a new major park on Big Pine Key.

e The budget responds to ongoing daily services provided to citizens. While there
are across the board decreases in the majority of operating budgets, there are low
cost or no cost improvements in many of these services, especially in Housing
& Community Development which was absorbed into Growth Management as a
way to reduce the number of divisions. Sound project management should
maintain the same level of service while reducing costs.

. The budget continues to respond to major long range initiatives and policies
adopted by the Board of County Commissioners, including the implementation of
the Comprehensive Plan, the Livable CommuniKeys Program, the preparation of
new land development regulations; implementation of wastewater treatment
programs, and the activities necessary to comply with the Administration
Commission’s new work program and rule. The cost of compliance with the
requirements of the Carrying Capacity Study will need to be shared with other
governmental levels.

o The budget responds to the legislature’s property tax reforms, and as such, for the
second consecutive year there are no cost of living or merit raises currently
budgeted other than those raises which are required by the Teamsters collective
bargaining agreement.

o Although the budget responds very clearly to the continuing commitment of the
Board of County Commissioners to fund human service and social service
agencies in the community through the work of the Human Services Advisory
Board, there are other requests from community organizations for additional
funding, which have been carefully considered. Both the Human Services
Advisory Board and directly funded not for profit organizations have also been
reduced by 20% of the prior year funding level.

Challenges Addressed
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It seems as though many of the challenges faced by Monroe County Government are
present each year. Some of the items discussed below have been discussed in previous budget
messages and substantial progress has been made.

However, they have a major impact on the overall budget each year and need to be
identified as ongoing activities. Some of the other items discussed are new and can be handled
in one budget year. Hopefully, in addressing these major challenges, the Board can see that each
budget does not exist by itself, but rather is another step in a continuing effort to provide and
improve services to the citizens.

Property Tax Reform and the national economic downturn have effected the county’s
revenue collections, as a result of the cutback of approximately 64 positions (some of which are
funded with grant proceeds and are not reflected in the position summary report) under the
Board of County Commissioners during fiscal year 2008 and 2009, many of the operating areas
of the county are running very thin. Legislative action taken with respect to property taxes, will
require county administration which currently operates in crisis mode for many of the important
decisions to embark on developing a long range plan to steer the direction of operations and look
for more efficient ways to deliver services.

Group Benefits Program — The County has made major strides over the last few years in
correcting the previous problems associated with the group benefits program and its” fund.

During the fiscal year 2004 budget preparation, the Board made substantial changes which
proved to be controversial on the part of employees and retirees. However, the changes
addressed the estimated increase and have served to stabilize the group benefits fund. Excellent
administrative oversight and controlled claims costs allowed for a reduction in the employee
contribution rate from $9,480 to $8,880 per employee, per year.

The Board should be aware that the group benefits program includes not only health care
but also pharmaceutical coverage, as well as an Employee Assistance Program along with life
insurance for participants. The costs of all of these are included under the premium paid by the
County on behalf of the active employees and the subsidized premium paid for retirees and
dependents. There is only a $50 per month premium paid by retirees who currently receive full
benefits under the program. The County also subsidizes the cost of dependent coverage by
about 60%. The result is that the great majority of program costs are paid by the Board of
County Commissioners through the internal premium billing process, which is supported
approximately 87% by ad valorem taxation.

It should also be recognized that the program covers not only approximately 487
employees under the Board of County Commissioners but also 759 employees under the Sheriff
and other Constitutional Officers. There is a total participant count of approximately 2200
covered lives.
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In addition, there are approximately 333 retirees covered under the program. When the
Board of County Commissioners first instituted retiree coverage in 1988, there were only 12
retirees.

The growth in that number, as well as the growth in health care costs, dependents’
subsidy, pharmaceutical costs, major cases, etc., has contributed to a rapidly growing group
benefits program, with fiscal year 2009 being a projected year of stability.

In its’ deliberations over the years, the Board of County Commissioners has been most
sensitive to the needs of employees, retirees and dependents. The County has been slow to
increase dependent contributions recognizing the direct impact upon employee take home pay,
especially for more moderate income workers. It has also been of great concern that retirees felt
they were irrevocably entitled to free health care after retirement, even though that is not borne
by the policies that have been in place.

In the past, each time there has been a discussion of the group benefits program, the
Board of County Commissioners has decided either to do little in the way of major changes and
thereby assuming the growing costs, or, as in March, 2001, has made some significant changes
which balanced the needs of the program and the County with the covered individuals.

In April of 2003, the Board of County Commissioners considered the entire group
insurance program and the need for reducing costs substantially in adjusting the manner in
which parts of the program were funded.

The Board decided to adjust the deductible, the medical co-pay and out of pocket limit
including the pharmaceutical program, the dependent subsidy, retiree contributions, and some
other specific service level benefits. In addition, the Board decided that the vision and dental
parts of the program should be provided separately through employee payroll deductions as
employees deem appropriate for their personal situations. The overall change was a savings of
approximately $3.8 million, approximately $3 million of which was ad-valorem taxation.

The Board of County Commissioners is aware of the continuing problem, even as
information is available about the effects on other governments and the private sector all over
the country. Changes made in the fiscal year 2004 budget have been extremely helpful in
protecting the program for the employees.  During 2005, we have reduced the price of
pharmaceuticals by reducing the co-pay amount for the preferred brand drugs. This increase had
a direct cost to the county of approximately $250,000. Despite this expenditure, the group
insurance fund remains fiscally sound.

The Board has also been kept informed of changes previously proposed and adopted by
the Government Accounting Standards Board (GASB). It became necessary to review the group
benefits program, especially the free health care for retirees portion, to reduce what was an
approximate $65 million dollar unfunded liability. Changes made in 1999 by the Board of
County Commissioners in reference to eligibility for the retiree benefit reduced that level to
approximately $26 million dollars.
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However, the County has experienced a major increase in the number of retirees, and the trend
continues. The County’s consultant has indicated the exposure has risen substantially to
approximately $80 million. There is currently no requirement to fund this liability; however, it
will be required to report the amortized portion in our financial statements for fiscal year 2007.
Although compliance with the new accounting rules is expected to exert financial stress and
bring to light previously unknown liabilities, the rating agencies expect the disclosure effects
will be largely positive over the long term. GASB 45 does not increase costs of employment,
but rather attempts to fully reveal them. Under current practice the County only pays the costs
of Other Post Employment Benefits (OPEB) due in the current year without making any attempt
to accumulate assets to offset future benefit costs. While the statement does not mandate
funding, GASB 45 does establish a framework for pre-funding of future costs.

Comprehensive Plan — When the 2010 Comprehensive Plan took effect in July of 1997, the
County focused its’ attention to implementation. Much has transpired since then and the County
has been funding significant parts of that plan.

In 1999 the Governor and Cabinet, sitting as the Administration Commission, adopted a
new multi-year work program requiring the County, in conjunction with a variety of other
agencies, to meet certain goals over the life of the work program. In recent years, the County
has made substantial strides. Fiscal year 2009’s budget includes $321,750 for Comprehensive
Plan implementation. General work associated with the wastewater program has been funded.
The capital costs are being handled mostly through the capital program.

A major effort during the year in reference to implementing and improving the
Comprehensive Plan will be the continuation of the Livable CommuniKeys Program. This will
continue on Big Pine Key in conjunction with the habitat conservation program and the
countywide carrying capacity study. There are program areas for Stock Island and two
additional areas in the Lower Keys from Little Torch to Sugarloaf and Rockland to
Saddlebunch. In the Upper Keys, there will be an ongoing Livable CommuniKeys Program in
Key Largo and Tavernier.

Human Service Organizations — During the preliminary budget discussions, the Board of County
Commissioners reviewed the level of funding available for non-profit community based
organizations. As in the past there were additional requests from a variety of nonprofit agencies,
the dramatic upward trend in funding the not-for- profit organizations is not new. Under the
philosophy of devolving power back to the states, the federal government has provided states
with additional responsibilities for programming yet has provided fewer resources to support
these programs. The county has tried to provide the requests of all of the not-for profits, but
again, property tax reform has limited what the county can provide. In order to respond to the
need to reduce the General Fund budget a 20% reduction in non-profit funding was approved by
the Board for the 2009 budget.
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Likewise, the states have been shifting more programs, especially in the human and
social service category, back to local communities with less funding support than previously
provided. Since community needs continue to exist and to grow, local government frequently
becomes the last refuge to provide the much needed funding for community service
organizations, and so there are funding cuts in this area as well.

Monroe County Health Department- During the 2008 budget process the County received a
budget request of $651,840 from the Florida Department of Health, that request was reduced to
$638,400. For 2009 the budget was reduced by 20% or $127,000 for a total of $510,720 in
funding. This appears on the adopted 2009 millage sheet as the Local Health Unit and is not
under a separate listing in the budget book.

Solid Waste and Recycling Rates — The impact of hurricane and tropical storm clean-up costs
from 1998 and 1999 have caused some concern in reference to the rates. Similarly, these
concerns will become apparent again as the county continues to recover from the storms of 2005
and Wilma which struck the county at the beginning of fiscal 2006. After last year’s budget
process, the Administration was concerned that there would need to be an increase in the
residential collection rate to cover the cost of residential collection, recycling, related programs,
and haul out. Efforts have succeeded in stabilizing haul out rates for the past three years and
next three years, doing away with various cost elements in the contract with the haul out
contractor. New franchisee agreements have been negotiated and adopted. There has not been
an increase in rates since October of 1995.

Key West International Airport Terminal Renovation Project (Mc Coy Terminal Complex) —-On
April 19, 2006 the Board of County Commissioners approved a plan of finance for the New
Terminal Complex at Key West International Airport. The county’s engineer URS has estimated
the total project cost to be $31,186,901 not including interest and other debt issuance costs. This
cost has also been by the County’s Financial Advisors and Airport consultants in the analysis of
financial feasibility. The majority of the project cost will be funded by a (VRDO) Variable Rate
Demand Obligation. $8.0 million of the cost has been pledged by the county in the Capital
improvements plan, which will cover the non-(PFC) Passenger Facility Charge approved
portions of the project. The current plan of finance assumes $8.708 million in state grants and
$4.6 million of (FAA) Federal aviation Administration (AIP) Airport Improvement Grants
which will be used to advance repay the V.R.D.O’s. A commitment letter from the Bank of
America for a direct pay letter of credit not to exceed $35,402,740 in principal and interest was
approved and executed, and has provided liquidity and credit support for the V.R.D.O’s The
Airport Terminal Project is well underway, and should be completed in 2009.

BUDGET SUMMARY
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This section will cover a number of issues with which the Board is generally concerned.
These issues are highlighted to assist in an understanding of the major issues that are creating
changes.

Presentation January 2008

In anticipation of changing budget situations, and the issue with declining fund balances
the Administration presented an overview of history and issues to the Board of County
Commissioners to help prepare for the budget year. The presentation covered a wide variety of
issues including the ones identified below.

The presentation discussed possible decline in property values in Monroe County and the
new laws pertaining to maximum millage rate caps.

Administration provided detailed information on the decline in the General Fund’s fund
balance and recommended immediate expenditure cuts. Those cuts included reductions in
Library hours, elimination of 23 positions, reorganization, and recommended funding reductions
for the 2009 budget.

The Board also approved cuts to employee benefits and some reductions to service
programs such as the transportation program. The presentation also, identified a number of
major issues that were important for this year’s budget. Included among those were no
recommended compensation increases, and further cuts through-out the budget cycle.

SUMMARY OF ISSUES

The Board did not provide specific instructions concerning the preparation of this year’s
budget as it had in the previous years. This is probably a reflection of the fact that this year’s
budget was strained by the lack of surplus fund balance, the anticipation of property devaluation,
the weakened economy, property tax reform, and additionally, the unknown actions that would
be taken by the legislature in the June session.

Major Issues

There are issues of which the Board should be aware in the development of this budget.
Some of these have been discussed previously and are repeated here for the sake of putting them
together with other issues that are part of our considerations.

1. Budgeted Fund balance appropriations have been included in the budget
according to the minimum required cash needed to operate a fund for two months
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of operations for many of the funds, and in accordance with the Boards policy in
many of the other funds.

2. Full cost allocation figures have been applied to next year’s budget based on
actual ‘04 expenditures and are included under the budget of the Board of County
Commissioners.

3. The budget includes a rate adjustment as previously discussed, no other
adjustments for either benefits or costs occurred in the group benefits program.
The changes made in fiscal year 2004 and other controls have resulted in a stable
year for that fund.

4. While the Group plan is actuarially sound, implantation of GASB 45 will reveal
the unfunded liability of Other Post Employment Benefits (OPEB) that are future
liabilities of the County on the 2008 balance sheet.

5. The cost of living in the Keys has continued to increase significantly, and the
value of property has declined. Recruitment and retention of employees have
become major issues. The compensation proposal included with this budget,
which includes no increase is solely based on the restrictive implications of
property tax reform passed by the legislature.

Tax Implications

Included in Section B, the millage sheet is shown reflecting the adopted budget. The
millage sheet shows the trends taking place for fiscal years 2007, 2008 and adopted for 2009.
The property values that underlie the millage information were derived by the Property
Appraiser and show a 6% decrease in values across unincorporated Monroe County.

The aggregate figure is a combination of the millage figures throughout the various
taxing districts. It is a total of millages and not an actual rate paid by anyone. For example, if
the Board will review the “millage rate” column under fiscal year 2008 bottom line aggregate, it
will see the total millage of 2.7318 %. That aggregate figure is merely a total.

The rolled back figure is the millage rate necessary to raise the same amount of taxes
next year as in the current year. Because of the increase in property values, but mainly due to
property tax reform, the proposed rolled-back rates are at least 5% lower than the prior years’
millage rates in almost every case which is mandated by the legislative changes, except for fire
rescue, Countywide services which are at 3% below the rolled-back rate.

General Information
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The general fund on the adopted fiscal year 2009 Millage sheet is divided into two
categories, Library and Other. The tax collection for the Library portion of the fund has been
combined with other general fund activities. Additionally, the line “Other” includes all of the
general fund activities.

The next line item is Law Enforcement and Jail Judicial. Mostly this consists of the
Sheriff’s budget for county-wide services. There are unincorporated taxing districts that provide
various municipal services. The General Purpose Municipal Service Taxing Unit (MSTU)
includes the entire growth management, fire marshal, parks and beaches functions. Next is the
Local Road Patrol Law Enforcement District. This covers the municipal policing services that
the Sheriff provides in the unincorporated areas of the County.

The Lower and Middle Keys Fire & Ambulance District 1, which includes all of
unincorporated Monroe County except for Key Largo, which became an independent district on
October 1, 2006, and Ocean Reef, which is District 7. This district was exempt from the five
percent legislative reduction but was required to reduce it’s collection by 3%. During 2005 and
2006, the Board created several new Wastewater Municipal Service Taxing Units.

CONCLUSION

This year, the State of Florida underwent a traumatic budget process. In 2008 the result
was the largest tax decrease in Florida History. This budget reflects this in program cuts and
other decreases which were necessary to bring this budget to the Board.

It must be noted that over the years, the Board of County Commissioners has maintained
an extremely strong financial position while continuing to support services and facilities as
required and needed by our citizens. The current adopted budget maintains that recent history in
as much as the property tax reform would allow and prepares a sound base for fiscal year 2009
and beyond.

County Administrator
September, 2008
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