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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the fiscal year ended December 31, 2011

or
0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
Commission File No. 1-10466

The St. Joe Company

(Exact name of registrant as specified in its chaetr)

Florida 58-0432511
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

133 South WaterSound Parkway
WaterSound, Florida 32413

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code(904) 301-4200
Securities Registered Pursuant to Section 12(b) tfe Act:

Title of Each Class Name of Each Exchange on Which Registere
Common Stock, no par vali New York Stock Exchang

Indicate by check mark if the registrant is a ielbwn seasoned issuer, as defined in Rule 405co8#turities Act. YESKXI NO
O

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. YESO
NO

Indicate by check mark whether the Registrant ék) filed all reports required to be filed by Sewcti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofdh$or such shorter period that the Registrarg vemuired to file such reports) and
(2) has been subject to such filing requirementsHe past 90 days. YEXI NO O

Indicate by check mark whether the registrant ldisnitted electronically and posted on its corpokieb site, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation Seuring the preceding 12 months (or for such srgrerioc
that the registrant was required to submit and posh files). YESIX] NO O

Indicate by check mark if disclosure of delinquilers pursuant to item 405 of Regulation S-K i¢ oontained herein, and will not be
contained, to the best of the Registrant’s knowdediy definitive proxy or information statementsanporated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-KIX]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file Accelerated filel O

Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrantsbell company (as defined in Rule -2 of the Exchange Act). YEI NO



The aggregate market value of the registrant’'s Com8tock held by non-affiliates based on the clpgirice on June 30, 2011, was
approximately $353 million.

As of February 21, 2012, there were 92,242,408eshaf Common Stock, no par value, issued and malistg.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive Proxy Staént for the Annual Meeting of our Shareholderbadeld on May 17, 2012 (therbxy
statement”) are incorporated by reference in Rbof ithis Report. Other documents incorporateddfgrence in this Report are listed in the
Exhibit Index.
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PART I

ltem 1. Business

As used throughout this Annual Report on Form 1@k, terms “St. Joe,” the “Company,” “we,” “our,f tus” include The St. Joe
Company and its consolidated subsidiaries unlessdhtext indicates otherwise.

St. Joe was incorporated in 1936 and is one ofatgest landholders in Florida. We own approxima&3,000 acres of land
concentrated primarily in Northwest Florida. Mo$this land was acquired decades ago and, as i, feas a very low initial cost basis, before
development costs. Approximately 403,000 acreapproximately 70 percent of our total land holdirgy® within 15 miles of the coast of the
Gulf of Mexico.

In order to increase the value of these core ®ale assets, we seek to reposition portions ofwbstantial timberland holdings for
higher and better uses. We seek to create valaedfor increase demand for our land by securingiements for higher and better land-uses,
facilitating infrastructure improvements, develgprommunity amenities, undertaking strategic armeetdand planning and development,
parceling our land holdings in creative ways, perfiog land restoration and enhancement and progetonomic development.

We have four operating segments: residential rtate, commercial real estate, rural land saledaedtry.

Market Conditions and the Economy

Our business, financial condition and results @fragions continued to be adversely affected du2bitfl by the ongoing real estate
downturn and slow economic recovery in the Uniteatés in general, and Florida in particular whielvdrbeen deeper and more prolonged
than originally anticipated. These adverse conditimclude among others, minimal gains in employtnaed consumer confidence from
recessionary levels, a large number of homes fer@an various stages of foreclosure, increasggilation and decreased availability of
mortgage loans, historically low housing startagaant household income levels, and a slow recdudsysiness investments. This challeng
environment has exerted negative pressure on themt for all of our real estate products.

The oil spill in the Gulf of Mexico from the Deeptea Horizon incident which occurred in mid-2010 lcastinued to have a negative
impact on our properties and has created unceytabdut the future of the Gulf Coast region. Durg@i0 and into 2011, concerns regarding
the extent of the environmental damage from thamd other pollutants that have been dischargedfit Gulf continued to impact tourism i
the general real estate market in the Florida padiba

New Real Estate Investment Strategy

On January 25, 2012, we adopted a new real estagstment strategy, which is focused on reducihgréucapital outlays and employing
new riskadjusted investment return criteria for evaluatiig properties and future investments in such ptegse Pursuant to this new strate
we intend to significantly reduce planned futurpitad expenditures for infrastructure, amenitied amaster planned community development
and reposition certain assets to encourage inatedsorption of such properties in their respeatinagkets. As part of this repositioning, we
expect properties may be sold in bulk in undevalopredeveloped parcels, or at lower price points @rer shorter time periods. We anticipate
that the amount of future capital expenditures eiased with existing projects will be reduced byagximately $190 million, the majority of
which was expected to be spent in the next 10 y®déesbelieve this new investment strategy contirtadauild upon the successful cost
reduction initiatives implemented in 2011 and gos# us to i) increase our short and medium-tersh ¢@w, ii) reduce our long-term risk and
iif) maintain the strong cash position necessamny¢ather a tepid and uncertain real estate envieomiaind to best exploit our substantial land
resources. Additionally, reducing capital expendituon existing projects will allow us to reallozagpital to potential investment opportuni
which meet our new investment criteria.

In connection with implementing our new real estatestment strategy, we reassessed the carrylng @& our real estate and
determined that an impairment to record certaiowfassets to fair value was necessary. Accordimgdyrecorded a non-cash charge for
impairment in 2011 of $374.8 million. For furthascussion, see Note 3, Impairments of Long-livezkts in the Notes to the Consolidated
Financial Statements.
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VentureCrossings at the Northwest Florida Beachesiternational Airport

The Northwest Florida Beaches International Airgtre “Airport”) commenced commercial flight opeoats on May 23, 2010. The
Airport has been a catalyst to Northwest Floridesgenger traffic at the Airport has increased 842,540 in 2009 to 869,389 in 2011, a 17
increase since its opening. The Airport is located},000 acres of land we donated in the West Bapa Sector Plan (the “West Bay Sector”),
one of the largest planned mixed-use developmarttsei United States. We own substantially all ef 71,000 acres in the West Bay Sector
surrounding the Airport, including approximately,390 acres dedicated to preservation. Our West3gayor land has entitlements for over
4 million square feet of commercial and industsjphice and over 16,000 residential units. In 200lawnched VentureCrossings Enterprise
Centre (“VentureCrossings”), a 1,000 acre commeecid industrial development adjacent to the AitpArlarge commercial real estate
services firm is working with us to market our laedjacent to the Airport for lease, sale or joienture.

In 2011, we entered into a build-to-suit lease WiIth Corporation, our first tenant at VentureCrogs for a 105,000 square foot building
on a 10.8 acre site. Construction is expected twobgpleted in late 2012 with rent commencing ilye2013. The lease has a ten-year term,
with two five-year extensions

2011 Highlights

*  We entered into a $55.9 million agreement for #le sf a timber deed which gives the purchaserigie to harvest timber o
specific tracts of land (encompassing 40,975 a@es) a maximum of 20 yeal

» We significantly reduced operating costs as padusfrestructuring plan which is expected to sgy@aximately $15 million to $1
million in operating expenses and corporate expeosean annualized bas

*  We sold 131 homesites for $10.6 million, at an agerprice of $81,000 per homes

*  We sold 9 acres of commercial land for $3.1 millionover $363,000 per aci

* We sold 259 acres of rural land for $3.5 million$d 3,374 per acrt

*  We terminated our unused $125 million revolvingliof credit facility at an annualized cost savin§$625,000

e We restructured our resorts and clubs operationsharesulted in a positive gross margin relatethtse resort operations of $.
million.

* We made available approximately 70,000 acres di¢iand for multiple uses including timber managetmehich were previous
held back from silviculture activities. The addita harvesting is expected to add an additiond #1illion of gross margin
annually.

*  We began collecting rental revenue from the I-to-suit lease with CVS Pharmacy in Port St. Joe andmae from the thre
hundred space covered parking facility at the exegao the Northwest Florida Beaches Internatidévigdort.

Residential Real Estate

Our residential real estate segment typically pkams develops mixed-use resort, primary and selsesidential communities of various
sizes, primarily on our existing land. We own latggets of land in Northwest Florida, including mifgcant Gulf of Mexico beach frontage and
other waterfront properties and land in and aralaaksonville and Tallahassee.

Our new real estate investment strategy is focose@ducing future capital outlays and employirrgsk adjusted investment return
criteria for evaluating our properties and futuredgstments in such properties. Pursuant
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to this new strategy, we intend to significantiduee planned future capital expenditures for intftesure, amenities and master planned
community development and reposition certain agsetmcourage increased absorption of such pregsdrtitheir respective markets. As pal
this repositioning, we expect properties may be gobulk, in undeveloped or developed parcelstdower price points and over shorter time

periods.

Currently, customers for our developed homesitelide both individual purchasers and national,aegi and local homebuilders. Going
forward, we may also sell undeveloped land witmiigant residential entitlements directly to thipdrty developers or investors.

The following are descriptions of some of our cotnesidential development projects in Florida:

WaterColor is situated on approximately 499 acrethe beaches of the Gulf of Mexico in south WalBmunty. The community
includes approximately 1,140 residential unitsyai as the WaterColor Inn and Resort, the recippédmany notable awards. The
WaterColor Inn and Resort is operated by Noble lddtistels & Resorts, a boutique hotel ownershiprandagement company
with 16 properties throughout the United Statetic©WaterColor amenities include a beach club, tgmmis center, an award-
winning upscale restaurant, retail and commergiats and neighborhood par

WaterSound West Beach is located approximately finles east of WaterColor on the be-side of County Road 30A. Th
community is situated on 62 acres and includesut®@ with amenities that include private beacheasdhrough the adjacent Deer
Lake State Park and a community pool and clubhtacshty.

WaterSound Beach is located approximately five sndast of WaterColor and is planned to include @pprately 511 units.
Situated on approximately 256 acres, WaterSoundIBeeludes over one mile of beachfront on the Gti¥lexico. The
WaterSound Beach Club, a private, beachfront fgd#iaturing a 7,000 square-foot, free-form podl arrestaurant, is located
within the community

WaterSound is situated on approximately 2,425 aanelsis entitled for 1,432 residential units angragimately 450,000 square
feet of commercial space. It is located approxityataee miles from WaterSound Beach north of @&in Walton County.
WaterSound includes Origins, a uniquely designed®laove 1l golf course, as well as a communityopand clubhouse facility

RiverCamps on Crooked Creek is situated on appratdiy 1,491 acres in western Bay County boundedbgt Bay, the
Intracoastal Waterway and Crooked Creek. The conityisentitled for 408 units and has access toousroutdoor activities such
as fishing, boating and hiking. The community imtgda the RiverHouse, a waterfront amenity featuaimgpol, fithess center,
meeting and dining areas and temporary dockinditiasi

Breakfast Point is a new primary home communityagiéd on approximately 132 acres located in Par@ityeBeach in Bay
County. It is located approximately sixteen mileath of the new Northwest Beaches Internationgbéir. The master plan has
been completed and we initially plan to develop Bdgesites and sell them to local and national hbuileers.

WindMark Beach is a beachfront resort communityatiéd on approximately 2,020 acres in Gulf Coumigrrihe town of Port S
Joe. WindMark Beach is entitled for 1,516 residaninits and 76,000 square feet of commercial spette community features a
waterfront Village Center that includes a restatyrartommunity pool and clubhouse facility, an aitiggater and approximately
42,000 square feet of commercial space. The contynintiludes approximately 5.5 miles of walkways dmérdwalks, including a
3.E-mile beachwalk

SummerCamp Beach is located on the Gulf of MexicBranklin County approximately 46 miles south afl@hassee. Th
community is situated on approximately 762 acraebsiaoludes the SummerCamp Beach Club, a beachfoitity with a pool,
restaurant, boardwalks and canoe and kayak retatsmerCamp Beach is entitled for 499 ur
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* SouthWood is located on approximately 3,370 acre®iutheast Tallahassee. Entitled for approximataly0 residential unit:
SouthWood includes an I&le golf course and club and a traditional townteewith restaurants, recreational facilitiesailethop:
and offices. Over 35% of the land in this commuistgesignated for open space, including s-acre central parl

* RiverTown, situated on approximately 4,170 acreatied in St. Johns County south of Jacksonvillentgtled for 4,500 housing
units and 500,000 square feet of commercial sfitase | of RiverTown was re-launched in 2010 fogysin the first 800 units
and features an amenity center with pool, tennistsand playing fields. The centerpiece of the mamity is Riverfront Park, a 58-
acre nature park along the St. Johns Ri

Commercial Real Estate

Our commercial real estate segment plans, developsells or leases real estate for commercialgsep We focus on commercial
development in Northwest Florida because of oigddand holdings surrounding the Northwest FloBaéaches International Airport, along
roadways and near or within business districthiénregion. We provide development opportunitiesnfational and regional retailers and our
strategic partners in Northwest Florida. We alderdfind for commercial and light industrial useithwm large and small-scale commerce parks
as well as a wide range of multi-family rental pais. We also develop commercial parcels withinear existing residential development
projects.

In 2010, we launched VentureCrossings Enterprisgr€ea 1,000 acre commercial and industrial dgarakent adjacent to the Northwest
Florida Beach International Airport. A large comiat real estate services company.is solicitindglmffice, retail and industrial users for
this prime development location. In 2011, we erten¢o a build-to-suit lease with ITT Corporatiaur first tenant at VentureCrossings for a
105,000 square foot building on a 10.8 acre sitmsBuction is expected to be completed in late220ith rent commencing in early 2013.

During the fourth quarter of 2011, we changed thetegic direction of the former paper mill progeldcated in the City of Port St. Joe
(Gulf County, Florida). Instead of a mixed-use desitial and retail development as had been prelyiglznned, we decided the highest and
best use of this property is port-related induktiéée made this change after carefully assessiagtiiential this property has for port-related
economic development and the multiplier affect spotential has to Gulf County and our assets irf Gaunty. We are in the process of
implementing this strategic change in various wiayarder to fully reposition this property accorgipn.

Land-Use Entitlements

The entitlement of property is an integral firsgsin the development of our real estate holdiAgsof December 31, 2011, we had
approximately 30,822 residential units and 11.8iomlcommercial square feet in the entitlementei, in addition to 642 acres zoned for
commercial uses. The following table provides amamy of the entitlements that we have acquirecdbimection with our residential and
mixed-use projects in development.



Table of Contents

Summary of Land-Use Entitlements (1)
Active St. Joe Residential and Mixed-Use Projects
December 31, 2011

Total Remaining
Residentia Commercial
) Project Project Units Entitlements
Project Class.(2 County Acres Units(3) Remaining (Sq. Ft)4)
In Development: (5)
Breakfast Poin PR Bay 132 34¢ 321 —
Landings at Wetapp RR Gulf 113 24 17 —
RiverCamps on Crooked Cre RS Bay 1,491 40¢ 21€ —
RiverSide at Chipol RR Calhoun 12C 10 8 —
RiverTown PR St. John 4,17(C 4,50( 4,45¢ 500,00(
SouthWooc PR Leon 3,37( 4,77(C 1,981 4,535,58i
SummerCamp Beac RS Franklin 762 49¢ 407 25,00(
Topsail PR Walton 11% 61C 17C 220,00(
WaterColor RS Walton 49¢ 1,14( 183 47,60(
WaterSounc RS Walton 2,42¢ 1,43: 1,39¢ 457,38(
WaterSound Beac RS Walton 25€ 511 60 29,00(
WaterSound West Beau RS Walton 62 19¢ 12C —
West Bay DSAP PR/RS Bay 15,08¢ 5,62¢ 5,62¢ 4,424,00I
Wild Heron(6) RS Bay 17 28 26 —
WindMark Beact RS Gulf 2,02( 1,51¢€ 1,36¢ 76,157
Subtotal 30,64 21,62 16,35¢ 10,314,72

(1) A project is deemed lar-use entitled when all major discretionary governtaklanc-use approvals have been received. Some of
projects may require additional permits for devetept and/or buil-out; they also may be subject to legal challel
(2) Current St. Joe land classifications for its restid developments or the residential portion sfitixec-use projects
* PR— Primary residentie
* RS— Resort and seasonal residen
* RR— Rural residentia
(3) Project units represent the maximum numbemisientitled or currently expected at full buildtoThe actual number of units or square
feet to be constructed at full bL-out may be lower than the number entitled or culyexxpected
(4) Represents the remaining square feet with-use entitlements as designated in a developmeat orcexpected given the existi
property land use or zoning and present plans.athgl number of square feet to be constructedllabdild-out may be lower than the
number entitled. Commercial entitlements includaiteoffice and industrial uses. Industrial usetak 6,128,381 square feet including
SouthWood, RiverTown and the West Bay DSA
(5) A projectis “in development” when St. Joe basnmenced horizontal construction on the projedt@mmenced sales and/or marketing
or will commence sales and/or marketing in thedeeable futur
(6) Homesites acquired by St. Joe within the Wild Hezommunity.
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The following table describes our entitlements warace not part of a mixed-use project:

Summary of Commercial Land-Use Entitlements (1)
December 31, 2011

Project Total
Acres

Project County Acres Remaining
Airport Commerce Leon 45 35
Alf Coleman Retai Bay 25 2
Beach Commerc Bay 157 6
Beach Commerce Bay 112 99
Beckrich Office Parl Bay 17 2
Beckrich Retai Bay 44 3
Cedar Grove Commert Bay 51 46
Franklin Industria Franklin 7 7
Glades Retai Bay 14 14
Gulf Boulevard Bay 78 51
Hammock Creek Commert Gadsde 16& 13€
Mill Creek Commerc Bay 37 37
Nautilus Cour! Bay 11 —

Pier Park NE Bay 57 57
Port St. Joe Commerce Gulf 39 30
Port St. Joe Commerce Gulf 50 50
Powell Hills Retalil Bay 44 44
South Walton Commerc Walton 38 21
Total 991 642

(1) A project is deemed land-use entitled whemeljor discretionary governmental land-use approlale been received. Some of these
projects may require additional permits for devetept and/or build-out; they also may be subjet¢gal challenge. Includes significant
St. Joe projects that are either operating, undeeldpment or in the p-development stag

Rural Land Sales

Our rural land sales segment markets and sell§leurd from our holdings primarily in Northwest Fida. Although the majority of the
land sold in this segment is undeveloped timberlanthe parcels include the benefits of limited dgwment activity including improved roa
ponds and fencing. Our rural land sales segmeatsalés wetland mitigation credits to third partiesm our wetlands mitigation banks.

We have traditionally sold parcels of varying sieasging from less than one acre to thousandsretaghe pricing of these parcels
varies significantly based on size, location, terramber quality and other local factors. We madgtrategic decision in 2009 to sell fewer
large tracts of rural land in order to preservetguberland resources. In 2011, we continued tamiie the sale of rural land at today’s
depressed prices and expect to continue this gyr&te2012.

In 2009, we began selling wetland mitigation credtit third parties from our two federal and statéharized wetland mitigation banks.
We own and operate these two wetland mitigatiorkbamd by conducting certain prescribed land mamagé and timbering activities that
enhance and restore the wetlands in these bankasenatlowed to sell credits that assist thirdiparin obtaining environmental permits from
the federal and state regulatory authorities. SRG29, we have sold credits to utility companiesjedopers, and institutional users for $1.9
million in revenue and an average price of appraety $69,000 per credit. The exact per creditgpafeach transaction varies depending
number of factors. We have a total of 290 federadlits immediately available for use or sale arlabhility to generate 1,100 additional cre:

The vast majority of the holdings marketed by auatland sales segment will continue to be managetimberland until sold. The
revenues and income from our timberland operatiwagseflected in the results of our forestry segmen
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Forestry

Our forestry segment focuses on the harvestingiofimber and management of our extensive timbé&tihgs. Revenues are generated
primarily through the sale of sawtimber and pulpdicand land management services for conservatigpepties. Our principal forestry
products are pine pulpwood and sawtimber logsOIhi2 an inventory of all our pine plantations wampleted and a new software platform
was implemented to facilitate management of theldand holdings on a sustainable basis with regmasset and harvest levels. These
initiatives for the forestry segment have enabledrharketing of products to more diverse custoraedsthe focus on market development.
plan made available approximately 70,000 acresndgltiple uses including timber management on larevipusly held back from silviculture
activities.

On December 31, 2011, the estimate of our standirentory was approximately 16.5 million tons ofi@iand 3.0 million tons of
hardwood. Our forestry operations plan and oveosgesilvicultural activities, thinning and final heest operations, and the reforestation of our
timberlands. Silviculture, harvesting and road rtemiance, and reforestation activities are conduayedcal independent contractors under
agreements that are generally renewed annually.

On March 31, 2011, we entered into a $55.9 milagneement for the sale of a timber deed which divepurchaser the right to harvest
timber on specific tracts of land (encompassin®@4b acres) over a maximum term of 20 years. Urdikay-as-cut sales contract, risk of loss
and title to the trees transfer to the buyer winencontract is signed. The buyer pays the full pase price when the contract is signed and we
do not have any additional performance obligatidirsder a timber deed, the buyer or some other frartly is responsible for all logging and
hauling costs, if any, and the timing of such dttivRevenue from a timber deed sale is recognizieen the contract is signed because the
earnings process is complete. As part of the ageagme also entered into a Thinnings Supply Agresgimpursuant to which we agreed, to the
extent that the buyer decided to conduct a “Firghiting”, to purchase 85% of such first thinning$aar market value. During 2011, we
purchased approximately $1.2 million of first thimgs.

Supplemental Information

Information regarding the revenues, earnings atad &ssets of each of our operating segments céoube in Note 15 to our
Consolidated Financial Statements included inR@port. Substantially all of our revenues are gateelrfrom domestic customers. All of our
assets are located in the United States.

Competition

The real estate development business is highly etitiye and fragmented. With respect to our redidénreal estate business, our
prospective customers generally have a variethofoes of new and existing homes and homesitesquatevelopments when considering a
purchase. As a result of the housing crisis overpthst several years, the number of resale hootesgrid land on the market have dramatically
increased, which further increases competitiortiiersale of our residential products.

We compete with numerous developers of varyingssimnging from local to national in scope, some/bich may have greater financ
resources than we have. We attempt to differentiatgproducts primarily on the basis of communiggidn, quality, unigueness, amenities,
location and developer reputation.

Employees
As of February 1, 2012, we had 75 employees.

Available Information

Our most recent Annual Report on Form 10-K, Qubrteeports on Form 10-Q, Current Reports on Forky &hd amendments to those
reports may be viewed or downloaded electronicéige of charge, from our website: http://www.jagcas soon as reasonably practicable
after we electronically file such material with,farnish it to, the Securities and Exchange Comimis§'SEC”). In addition, you may read and
copy any materials we file with SEC at the SE@ublic Reference Room at 100F Street, NE, Wasthin@®C 20549. To obtain information
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the operation of the Public Reference room, you nalthe SEC at 1-800-SEC-0330. Our recent prelssses are also available to be viewed
or downloaded electronically at http://www.joe.coile will also provide electronic copies of our SEigs free of charge upon request. Any
information posted on or linked from our websitaét incorporated by reference into this Annual &epn Form 10-K. The SEC also
maintains a website at http://sec.gov, which carstagéports, proxy and information statements ahdrahformation regarding issuers that file
electronically with the SEC.

Item 1A. Risk Factors

The following are what we believe to be the priatipsks that could cause a material adverse effectur business, financial condition,
results of operations, cash flows, strategies aodpects.

A continued downturn in the demand for real estatgmbined with the increase in the supply of reat&e available for sale and
declining prices, will continue to adversely impamtir business.

The United States housing market continues to épee a significant downturn. Florida, one of tleedest hit states, has experienced a
substantial, continuing decline in demand in mdstsaresidential real estate markets. The collaggbe housing market contributed to the
recent recession in the national economy, whichteddurther downward pressure on real estate ddn&ignificantly tighter lending
standards for borrowers are also having a sigmifinoagative effect on demand. A record number ofiémin foreclosure and forced sales by
homeowners under distressed economic conditionsigméicantly contributing to the high levels oivientories of homes and homesites
available for sale. The collapse of real estateadehand high levels of inventories has caused daugdother real estate prices to significantly
decline.

These adverse market conditions have negativedgid our real estate products. Revenues fromesigdential and commercial real
estate segments have drastically declined in teegeaeral years, which has had an adverse effeatiiofinancial condition and results of
operations. Our lack of revenues reflects not éeNyer sales, but also declining prices for ourdestial and commercial real estate products.
We have also seen lower demand and pricing weakness rural land sales segment.

We do not know how long the downturn in the redhtesmarket will last; whether it will worsen or ainreal estate markets will return to
more normal conditions. Unemployment, lack of cansuconfidence and other adverse consequences oé¢knt economic recession could
significantly delay a recovery in real estate mégk®ur business will continue to suffer until matrkonditions improve. If market conditions
were to worsen, the demand for our real estateyastectould further decline, negatively impacting earnings, cash flow, liquidity and
financial condition.

A further downturn in national or regional economiconditions, especially in Florida, could adverséiypact our business.

The recent collapse of the housing market andsarisihe credit markets resulted in a recessidghemational economy, after which high
unemployment, decreased levels of gross domestaupt and significantly reduced consumer spendawgpersisted. During such times,
potential customers often defer or avoid real egtarchases due to the substantial costs invokugthermore, a significant percentage of our
planned residential units are resort and seaswoodulpts, purchases of which are even more sensiiadverse economic conditions.
Businesses and developers are also less williimgv&st in commercial projects during a recessiam. @al estate sales, revenues, financial
condition and results of operations have suffesed eesult.

Florida, as one of the states hardest hit by tbererecession and lingering economic downturnldctake longer to recover than the rest
of the nation. Our business is especially sensttiveconomic conditions in Northwest Florida, whaleof our developments are located, and
the Southeast region of the United States, whigherpast has produced a high percentage of custdorehe resort and seasonal products in
our Northwest Florida communities.

We expect the prolonged effects of the recent stgedo continue to have a material adverse effeatur business, results of operations
and financial condition.
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Our business is concentrated in Northwest Floridas a result, our long-term financial results arergely dependent on the economic
growth of Northwest Florida.

The economic growth of Northwest Florida, where nodour land is located, is an important factocieating demand for our products
and services. Two important factors in the econagnievth of the region are the completion of sigrdfit infrastructure improvements and the
creation of new jobs.

The economic growth of Northwest Florida dependsnugtate and local governments, in combination thighprivate sector, to plan and
complete significant infrastructure improvementshia region, such as new roads, medical facildaes schools. The future economic growt
Northwest Florida and our financial results mayadgersely affected if its infrastructure is not noyed. There can be no assurance that
improvements will occur or that existing projectdl we completed.

Attracting significant new employers that can ceeatw, high-quality jobs is also a key factor ia #tonomic growth of Northwest
Florida. Northwest Florida has traditionally lagdeehind the rest of Florida in economic growth, asda result its residents have a lower per
capita income than residents in other parts oktag. In order to improve the economy of the negétate and local governments, along with
the private sector, must seek to attract large eyeps capable of paying high salaries to large rarsibf new employees. State governments,
particularly in the Southeast, and local governmevithin Florida compete intensely for new jobsefidcan be no assurance that efforts to
attract significant new employers to locate faieitin Northwest Florida will be successful or thatv employees will want to locate their
businesses in Northwest Florida. The future econgrowth of Northwest Florida and our financialuks may be adversely affected if
substantial job growth is not achieved.

If we are not able to generate sufficient cash t@imtain and enhance our operations and to develag oeal estate holdings, our
financial condition and results of operations coulse negatively impacted.

We operate in a capital intensive industry and ireggignificant cash to maintain our competitivespion. Although we have significant
reduced capital expenditures and operating expehs@yy the current real estate downturn, we waka significant cash in the future to
maintain and enhance our operations and to dewlppeal estate holdings. We obtain funds for querating expenses and capital
expenditures through cash flow from operationspprty sales and financings. Due to the low levélsash currently generated by our
operations, we are continuing to explore altermathethods or strategies for generating additioasthcsuch as ways to maximize the use ¢
timber. We cannot guarantee, however, that ankiedd alternative cash sources will be viable, Baarit or successful. Failure to obtain
sufficient cash when needed may limit our developinaetivities, cause us to further reduce our dpmra or cause us to sell desirable asse
unfavorable terms, any of which could have a maktadverse effect on our financial condition, aesllts of operations.

If our cash flow proves to be insufficient, duetlie continuing real estate downturn, unanticip&eakenses or otherwise, we may need to
obtain additional financing from third-party lendén order to support our plan of operations. Aiddil funding, whether obtained through
public or private debt or equity financing, or fratmategic alliances, may not be available whemeé®r may not be available on terms
acceptable to us, if at all.

The Deepwater Horizon oil spill has had, and futuad spill incidents could have, an adverse impact our properties, results of
operations and stock price.

In April 2010, the Deepwater Horizon drilling platin exploded and sank in the Gulf of Mexico off ttwast of Louisiana causing a
massive oil spill. Millions of barrels of oil wereleased into the Gulf of Mexico over a period afnths causing widespread environmental
damage. The ruptured oil well was permanently doathin September 2010. Much uncertainty remaiogjdver, about the extent of the
environmental damage from the oil and other pofiteédhat have been discharged into the Gulf anditination of the negative effects from the
spill. Although the full economic and environmere#fliects of the oil spill are uncertain at this ¢éimve believe that it has had a negative impact
on our properties, results of operations and spoide as well as a delaying effect in the timingofme of our initiatives. Future oil spill
incidents, or the prospect of future oil spill idents, could also negatively affect our propertiesults of operations and stock price.
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To date, federal and state laws have preventedahstruction of unsightly drilling platforms offéhcoast of Florida and have preserved
the natural beauty of the state’s coastline andtEsa This natural coastal beauty is an importasitipe factor in Florida’s tourist-based
economy and contributes significantly to the vadfileur properties in Northwest Florida.

If drilling platforms are permitted to be built dfie coast of Northwest Florida, potential purchaseay find our coastal properties to be
less attractive, or may perceive greater risks fpassible future oil spills, which may have an adeesffect on our business.

We have significant operations and properties inofida that could be materially and adversely affedtin the event of a hurricane,
natural disaster or other significant disruption. ffe risk of hurricanes could also negatively impad¢mand for our real estate products.

Our corporate headquarters and our propertieastdd in Florida, where major hurricanes have weduBecause of its location
between the Gulf of Mexico and the Atlantic Ocefalorida is particularly susceptible to the occuoeif hurricanes. Depending on where any
particular hurricane makes landfall, our developtaém Florida, especially our coastal propertiedlarthwest Florida, could experience
significant, if not catastrophic, damage. Such dzen@ould materially delay sales in affected comitiemior could lessen demand for products
in those communities. If our corporate headquaftetity is damaged or destroyed, we may havedliffy performing certain corporate and
operational functions.

Importantly, regardless of actual damage to a d@gveent, the occurrence and frequency of hurricanBtorida and the southeastern
United States could negatively impact demand forreal estate products because of consumer pesospif hurricane risks. For example, the
southeastern United States experienced a recdrdesbtirricane season in 2005, including HurricKia¢rina, which caused severe devastation
to New Orleans and the Mississippi Gulf Coast awtived prolonged national media attention. Althoagr properties were not significantly
impacted, we believe that the 2005 hurricane sehadran immediate negative impact on sales ofeaort residential products. Another se'
hurricane or hurricane season in the future coalcela similar negative effect on our real estalessa

In addition to hurricanes, the occurrence of otfeural disasters and climate conditions in Flgrilech as tornadoes, floods, fires,
unusually heavy or prolonged rain, droughts and Waaes, could have a material adverse effect orability to develop and sell properties or
realize income from our projects. Furthermore,ramdase in sea levels due to ldegn global warming could have a material adveffexton
our coastal properties. The occurrence of natusalsters and the threat of adverse climate chasweéd also have a long-term negative effect
on the attractiveness of Florida as a locatiorrdsort, seasonal and/or primary residences andogstion for new employers that can create
high-quality jobs needed to spur growth in Northinesrida.

Additionally, we are susceptible to manmade disaste disruptions, such as oil spills, acts ofdgsm, power outages and
communications failures. If a hurricane, naturabdter or other significant disruption occurs, wa/raxperience disruptions to our operations
and properties, which could have a material adveffeet on our business and our results of operatio

If the new Northwest Florida Beaches Internation&lirport is not successful, we may not realize theoaomic benefits that we are
anticipating from the new airport.

We believe that the recent relocation of the Pan@ityaBay County International Airport is criticglimportant to the overall economic
development of Northwest Florida and our abilityd&velop the property we own surrounding the atrps well as our other properties
throughout Northwest Florida. As a result, we ezddnto a strategic alliance agreement with Sousthwélines to facilitate the
commencement of low-fare air service into the neywoat. Pursuant to the terms of the agreementhawe agreed to reimburse Southwest
Airlines if it incurs losses on its service at thew airport during the first three years of service

The airport must successfully compete with the o#gorts in the region, including Pensacola, Deshd Tallahassee, and Dothan,
Alabama. There can be no assurance that the regiosupport all of the existing airports.
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If the airport fails to successfully compete witke tother airports in the regions, we may not redlie economic benefits that we are
anticipating from the new airport. Furthermore, ceelld be required to reimburse Southwest, whichdccadversely affect our results of
operations.

If Southwest Airlines’ service at the new airpartinsuccessful, the new airport will be impacted we may not realize the economic
benefits that we anticipate from the new airpartwe may be required pursuant to our agreement 3atithwest Airlines to reimburse
Southwest for some of its losses.

Limitations on the access to the airport runwaythe new Northwest Florida Beaches International Aiort may have an adverse effect
on the demand for our West Bay Sector lands adjadenthe new airport and our results of operations.

Our land donation agreement with the airport autha@nd the deed for the airport land provide asaéghts to the airport runway from
our adjacent lands. We subsequently entered insxe@ss agreement with the airport authority thatiges access to the airport runway.
Under the terms of the access agreement, we ajecstd certain requirements of the airport auttypincluding but not limited to the laws
administered by the Federal Aviation Administrat{tiee “FAA”), the Florida Department of Environmental Protectitve, U.S. Army Corps ¢
Engineers, Bay County and Panama City. Should #ggeneasures at airports become more restrictitbérfuture due to circumstances
beyond our control, FAA regulations governing thaseess rights may impose additional limitatioret ttould significantly impair or restrict
access rights.

In addition, we are required to obtain environmkep&mits from the U.S. Army Corps of Engineers &hatida’s Department of
Environmental Protection in order to develop thedlaecessary for access from our planned areasnuhercial development to the airport
runway. Such permits are often subject to a lengfiproval process, and there can be no assuraaicguith permits will be issued, or that they
will be issued in a timely manner.

We believe that runway access is a valuable atgibtisome of our West Bay Sector lands adjacetitedmew airport, and the failure to
maintain such access, or the imposition of sigaifiaestrictions on such access, could adversdgtahe demand for such lands and our
results of operations.

Changes in the demographics affecting projected pigpion growth in Florida, particularly Northwest Forida, including a decrease in
the migration of Baby Boomers, could adversely affeur business.

Florida has experienced strong population growthesMWorld War Il, including during the real estat®om in the first half of the last
decade. In recent years, however, the rate of igrtation into Florida has drastically declined. Tignificant decline in the rate of migration
could reflect a number of factors affecting Florigdecluding difficult economic conditions, risingreclosures, restrictive credit, the occurrence
of hurricanes and increased costs of living. Alsause of the housing collapse across the nagmple interested in moving to Florida may
have delayed or cancelled their plans due to ditfies selling their existing homes.

The success of our primary communities will be dejemt on strong in-migration population expansioour regions of development,
primarily Northwest Florida. We also believe thatty Boomers seeking retirement or vacation homé&4arda will remain important target
customers for our real estate products in the éutidlorida’s population growth could be negativaffected in the future by factors such as
adverse economic conditions, the occurrence ofdaures or oil spills and the high cost of real eestasurance and property taxes.
Furthermore, those persons considering movingdddd may not view Northwest Florida as an attkectlace to live or own a second home
and may choose to live in another region of theesta addition, as an alternative to Florida, ottates such as Georgia, North and South
Carolina and Tennessee are increasingly becomtimgment destinations and are attracting retirirgpBBoomers and the workforce
population who may have otherwise considered motariglorida. If Florida, especially Northwest Fidai, experiences an extended period of
slow growth, or even net out-migration, our busieesults of operations and financial conditioruldcsuffer.
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We are dependent upon national, regional and lot@mebuilders as customers, but our ability to atttdnomebuilder customers and
their ability or willingness to satisfy their purdse commitments may be uncertain considering thereat real estate downturn.

We no longer build homes in our developments, samehighly dependent upon our relationships wétiomal, regional and local
homebuilders to be the primary customers for ounéxsites and to provide construction services atesidential developments. Because of
collapse of real estate markets across the natioluding our markets, homebuilders are struggtmgurvive and are significantly less willing
to purchase homesites and invest capital in spteaelleonstruction. The homebuilder customers tlaaehalready committed to purchase
homesites from us could decide to reduce, delaancel their existing commitments to purchase hiteses our developments. Homebuild
also may not view our developments as desirablgtilmes for homebuilding operations, or they mayas®) in light of current market
conditions, to purchase land from distressed selleny of these events could have an adverse aifeour results of operations.

Our business model is dependent on transaction$wsirategic partners. We may not be able to sucfidlys(1) attract desirable strategic
partners; (2) complete agreements with strategictpars, and/or (3) manage relationships with strgie partners going forward, any of
which could adversely affect our business.

We are actively seeking strategic partners foaatles or joint venture relationships as part ofawarall strategy for particular
developments or regions. These joint venture pestmay bring development experience, industry digeerfinancial resources, financing
capabilities, brand recognition and credibilityather competitive assets. We cannot assure, hoywthatiwe will have sufficient resources,
experience and/or skills to locate desirable pasti&'e also may not be able to attract partnerswdntt to conduct business in Northwest
Florida, our primary area of focus, and who haweabsets, reputation or other characteristicanbatd optimize our development
opportunities.

Once a partner has been identified, actually re@chn agreement on a transaction may be diffioutbmplete and may take a
considerable amount of time considering that negjotis require careful balancing of the partiesiaas objectives, assets, skills and interests.
A formal partnership with a joint venture partneayralso involve special risks such as:

* we may not have voting control over the joint veatf

» the venture partner may take actions contrary tdrmiructions or requests, or contrary to ourgie$ or objectives with respect
the real estate investmen

» the venture partner could experience financiaidiffies, anc

» actions by a venture partner may subject propextyeal by the joint venture to liabilities greateamhthose contemplated by t
joint venture agreement or have other adverse coesees

Joint ventures can have a high failure rate. Aé@yplicating factor is that strategic partners rhaye economic or business interests or
goals that are inconsistent with ours or that afleénced by factors unrelated to our businesss&tempeting interests lead to the difficult
challenges of successfully managing the relatignahd communication between strategic partnergvandtoring the execution of the
partnership plan. We cannot assure that we wiletsufficient resources, experience and/or skillsftectively manage our ongoing
relationships with our strategic partners. We mayg &e subject to adverse business consequentesrifarket reputation of a strategic partner
deteriorates. If we cannot successfully executestaations with strategic partners, our busines&ldmel adversely affected.

If the fair values of our homes, or the undiscourteash flows of certain other real estate assetsente drop below the book value of
those properties, we would be required to furtheiteszdown the book value of those properties, whigbuld have an adverse effect on
our balance sheet and our earnings.

If market conditions were to continue to deterierand the fair values for our homes, or the urdisted cash flows of other properties,
were to fall below the book value of these assetgould be required to take further write-downshef book value of those assets.
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A securities class action lawsuit is pending agdins involving our past public disclosures, and tbatcome of this lawsuit and any
related derivative lawsuits that may be filed inetfuture could have an adverse effect on our busis@nd stock price.

Two securities class action lawsuits were filediagtaus and certain of our officers and directoetating to our past disclosures and
alleging, among other things, violations of thewséies laws. These two lawsuits have been conamiiinto one case. There have also been
additional derivative lawsuits filed by sharehokleglating to the same matters described in therisies class action suit. We cannot predict
the outcome of the pending lawsuit or any futureslaits. Substantial damages or other monetary remm@dsessed against us could have an
adverse effect on our business and stock price.

An adverse outcome of the investigation being coatdd by the SEC could have an adverse effect onlmusiness and stock price.

In January 2011, the SEC commenced an informaliipduto our accounting practices for impairmentirofestment in real estate assets
and then notified us in June of 2011 that it hadésl a related order of private investigation. Werid to fully cooperate with the SEC in
connection with this matter. We are unable to prtettie outcome of the SEC investigation. An advergeome of the investigation by the S
could have an adverse effect on our business ac#l ptice.

We are exposed to risks associated with real esdateelopment that could adversely impact our resuf operations, cash flows and
financial condition.

Our real estate development activities entail ribied could adversely impact our results of operetj cash flows and financial condition,
including:

» construction delays or cost overruns, which mayease project development co

» claims for construction defects after property baen developed, including claims by purchaserspaogerty owner' associations
* an inability to obtain required governmental pesnihd authorization:

e an inability to secure tenants necessary to sugoonmercial projects, ar

» compliance with building codes and other local tagjons.

Significant competition could have an adverse effen our business.

A number of residential and commercial developsosye with greater financial and other resourcespete with us in seeking resources
for development and prospective purchasers andten@aompetition from other real estate developsayg adversely affect our ability to:

» attract purchasers and sell residential and comalesal estate

» sell undeveloped rural lan

» attract and retain experienced real estate devednppersonnel; ar
» obtain construction materials and lak

The cyclical nature of our real estate operationsuid adversely affect our results of operations.

The real estate industry is cyclical and can expee downturns based on consumer perceptions|afsteie markets and other cyclical
factors, which factors may work in conjunction withbe wholly unrelated to general economic condgi Furthermore, our business is
affected by seasonal fluctuations in customerseésted in
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purchasing real estate, with the spring and sunmuegrths traditionally being the most active timeyeér for customer traffic and sales. Also,
our supply of homesites available for purchasettlates from time to time. As a result, our reaasbperations are cyclical, which may cause
our quarterly revenues and operating results tdkte significantly from quarter to quarter andliffer from the expectations of public marl
analysts and investors. If this occurs, the traghinige of our stock could also fluctuate signifitign

Our business is subject to extensive regulationtth@ay restrict, make more costly or otherwise achedy impact our ability to conduct ot
operations.

Approval to develop real property in Florida ergaih extensive entitlements process involving mpleltand overlapping regulatory
jurisdictions and often requiring discretionaryiantby local government. This process is oftentjoall, uncertain and may require significi
exactions in order to secure approvals. Real eptajects in Florida must generally comply with grevisions of the Local Government
Comprehensive Planning and Land Development Regulatct (the “Growth Management Act”) and local tadevelopment regulations. In
addition, development projects that exceed cegpétified regulatory thresholds require approva obmprehensive Development of Regir
Impact, or DRI, application. Compliance with theo@th Management Act, local land development regauiatand the DRI process is usually
lengthy and costly and can be expected to matgréféct our real estate development activities.

The Growth Management Act requires local governsiémtidopt comprehensive plans guiding and coimtgpflture real property
development in their respective jurisdictions am@évaluate, assess and keep those plans curreloiddal in all comprehensive plans is a future
land use map which sets forth allowable land useld@ment rights. Since most of our land has ami¢aural” land use, we are required to
seek an amendment to the future land use map &laferesidential, commercial and mixade projects. Approval of these comprehensive
map amendments is highly discretionary.

All development orders and development permits rhastonsistent with the comprehensive plan. Eagh plust address such topics as
future land use and capital improvements and mdkeuate provision for a multitude of public sergi@ecluding transportation, schools, solid
waste disposal, sanitation, sewerage, potable waf®ly, drainage, affordable housing, open spadeparks. The local governments’
comprehensive plans must also establish “levetenfice” with respect to certain specified pubécifities, including roads and schools, and
services to residents. In many areas, infrastradumding has not kept pace with growth, causingifees to operate below established levels
of service. Local governments are prohibited fresuing development orders or permits if the devakqt will reduce the level of service for
public facilities below the level of service esiabkd in the local government’s comprehensive platess the developer either sufficiently
improves the services up front to meet the requied| or provides financial assurances that thitichal services will be provided as the
project progresses. In addition, local governméms fail to keep their plans current may be prabibby law from amending their plans to
allow for new development.

Changes in the Growth Management Act or the DRierg\process or the interpretation thereof, new meiment of these laws or the
enactment of new laws regarding the developmergalfproperty could lead to new or greater lialeditthat could materially adversely affect
our business, profitability or financial condition.

Environmental and other regulations may have an aalge effect on our business.

Our properties are subject to federal, state acal lenvironmental regulations and restrictions thay impose significant limitations on
our development ability. In most cases, approvaleweelop requires multiple permits which involveag, uncertain and costly regulatory
process. Most of our land holdings contain jurisdital wetlands, some of which may be unsuitabiedfvelopment or prohibited from
development by law. Development approval most aféguires mitigation for impacts to wetlands trejuire land to be conserved at a
disproportionate ratio versus the actual wetlangsaicted and approved for development. Much of capgrty is undeveloped land located in
areas where development may have to avoid, minigrizeitigate for impacts to the natural habitatvafious protected wildlife or plant
species. Much of our property is in coastal arbasusually have a more restrictive permitting lemrdnd must address issues such as coastal
high hazard, hurricane evacuation, floodplains dunae protection.

15



Table of Contents

Environmental laws and regulations frequently clear@md such changes could have an adverse effectrdyiusiness. For example, the
Environmental Protection Agency (“EPA”) released@anuary 2010 proposed new freshwater qualityr@ifer Florida. There is a significant
amount of uncertainty about how the proposed fresémcriteria would be implemented, including hdwyt would relate to current state
regulations. In addition, the EPA proposes to idasew coastal water quality criteria for Florid&2D11. If adopted, and depending on the
implementation details, the EPA’s proposed wataliucriteria could lead to new restrictions andreased costs for our real estate
development activities.

In addition, our current or past ownership, operatind leasing of real property, and our curremast transportation and other
operations, are subject to extensive and evoladgifal, state and local environmental laws andratdwulations. The provisions and
enforcement of these environmental laws and reignisiimay become more stringent in the future. \fiokes of these laws and regulations can
result in:

e civil penalties;

* remediation expense

* natural resource damagi
» personal injury damage

» potential injunctions

» cease and desist orders; i
» criminal penalties

In addition, some of these environmental laws inepgtsict liability, which means that we may be higdble for any environmental
damages on our property regardless of fault.

Some of our past and present real property, pé#atigyproperties used in connection with our prexsidransportation and papermill
operations, were involved in the storage, use spafial of hazardous substances that have contamiiaatl may in the future contaminate the
environment. We may bear liability for this contamation and for the costs of cleaning up a siteldtiwwe have disposed of or to which we
have transported hazardous substances. The presfdmazardous substances on a property may alsarsely affect our ability to sell or
develop the property or to borrow funds using thapprty as collateral.

Changes in laws or the interpretation thereof, raf@rcement of laws, the identification of new ot the failure of other parties to
perform remediation at our current or former fdig$ could lead to new or greater liabilities tbatild materially adversely affect our business,
profitability or financial condition.

Increases in property insurance premiums and thecoEasing availability of homeowner property insurea in Florida could reduce
customer demand for homes and homesites in our ttgv@ents.

Homeowner property insurance companies doing bssimeFlorida have reacted to recent hurricanesigmjificantly increasing
premiums, requiring higher deductibles, reducingth, restricting coverage, imposing exclusionfjsiag to insure certain property owners,
and in some instances, ceasing insurance operatidhe state. It is uncertain what effect theseas will have on property insurance
availability and rates in the state. This trendlefreasing availability of insurance and risingunasice rates could continue if there are severe
hurricanes in the future.

Furthermore, since the 2005 hurricane season delarstate-owned property insurance company, @QisiZroperty Insurance Corp., has
significantly increased the number of its outstagdiolicies. If there were to be a catastrophicibane or series of hurricanes to hit Florida,
the exposure of the state government to propestyrance claims could place extreme stress onfgtateces and may ultimately cause taxes in
Florida to be significantly increased. The statey mi@cide to limit the availability of state-sponsdmproperty insurance in the future.
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The high and increasing costs of property insurgameeniums in Florida, as well as the decreaseiiraf@ property insurers, could deter
potential customers from purchasing a home or haengsone of our developments or make Northwestii& less attractive to new employ
that can create high quality jobs needed to spawvtrin the region, either of which could have aenal adverse effect on our financial
condition and results of operations.

Mortgage financing issues, including lack of suppbf mortgage loans, tightened lending requiremeiatsd possible future increases in
interest rates, could reduce demand for our prodsict

Many purchasers of our real estate products olbtaingage loans to finance a substantial portiothefpurchase price, or they may need
to obtain mortgage loans to finance the constraatmsts of homes to be built on homesites purchiieedus. Also, our homebuilder
customers depend on retail purchasers who relyangage financing. Many mortgage lenders and imresh mortgage loans have recently
experienced severe financial difficulties arisingnfi losses incurred on sub-prime and other loaiginated before the downturn in the real
estate market. Despite unprecedented efforts bifékeral government to stabilize the nation’s bah&sking operations remain unsettled and
the future of certain financial institutions rem@&umncertain. Because of these problems, the sybphortgage products has been constrained,
and the eligibility requirements for borrowers hde=n significantly tightened. These problems @érttortgage lending industry could
adversely affect potential purchasers of our prtgjuncluding our homebuilder customers, thus hgueimegative effect on demand for our
products.

Despite the current problems in the mortgage lendidustry, interest rates for home mortgage Ideve generally remained low.
Mortgage interest rates could increase in the &jtiowever, which could adversely affect the denfandesidential real estate. In addition,
changes in the federal income tax laws which woeitdove or limit the deduction for interest on homertgage loans could have an adverse
impact on demand for our residential products.dditéon to residential real estate, increased @gterates and restrictions in the availability of
credit could also negatively impact sales of ounowercial properties or other land we offer for s#linterest rates increase and the ability or
willingness of prospective buyers to finance resihte purchases is adversely affected, our saesnues, financial condition and results of
operations may be negatively affected.

We may not achieve the intended effects of our besk strategy.

In January 2012, we adopted a new real estatetimees strategy, which is focused on reducing futaeital outlays and employing new
risk-adjusted investment return criteria for evéigthe Company’s properties and future investmémsuch properties. Pursuant to this new
strategy, the Company intends to significantly mplanned future capital expenditures for infiagtire, amenities and master planned
community development and reposition certain agsetscourage increased absorption of such pregdrtitheir respective markets. If we are
not successful in achieving our objectives, oueraes, costs and overall profitability could beategly affected.

Our stock price may decline or fluctuate significtim due to market factors outside of our control.

The market price of our common stock has been N@lahd may decline or fluctuate significantly @sponse to many factors, many of
which are outside our control, including but natitied to:

« actions by institutional shareholders or hedge $
» speculation in the press or investment commui
» the extent of short selling, hedging and othendgive transactions involving shares of our comrstatk;

17



Table of Contents

* publication of research reports and opinions albigudr the real estate industry in gene
* rumors or dissemination of false or misleading linfation about us by other partit

» adverse market reaction to our strategic initiaisad their implementatio

» additions or departures of key management persp

» informal or formal inquiries or investigations byetSEC; an

» general economic and market conditic

These factors may cause the market price of ournmamstock to decline regardless of our financiadition, results of operation,
business or prospects and could result in subatdosises for our shareholders.

If Fairholme Funds, Inc. controls us within the meaing of the Investment Company Act of 1940, we nieyunable to engage in
transactions with potential strategic partners, vahi could adversely affect our business.

Fairholme Funds, Inc. (“Fairholme”) is an investrheompany registered under the Investment CompanyA1940 (the “Investment
Company Act”) that currently beneficially owns appimately 24.98% of our outstanding common sto@irliolme Capital Management,
L.L.C., which controls Fairholme, is the investmadvisor of accounts that in the aggregate owrdaitianal 5% of our common stock. Bruce
R. Berkowitz, the Managing Member of Fairholme Galgilanagement, L.L.C., and the President of Féinegis the Chairman of our Board
of Directors upon filing of this Form 10-K. Unddret Investment Company Act, “control” means the poweexercise a controlling influence
over the management or policies of a company, ardesh power is solely the result of an officiasition with such company. Any person v
owns beneficially, either directly or through orenmore controlled companies, more than 25% of thteng securities of a company shall be
presumed to control such company. The SEC, howeasrconsidered factors other than ownership afhgaecurities in determining control,
including an official position with the company whsuch was obtained as a result of the influenee the company. Accordingly, even if
Fairholmes beneficial ownership in us remains below 25%Hedine may nevertheless be deemed to control wsIfitestment Company A
generally prohibits a company controlled by an gimeent company from engaging in certain transastith any affiliate of the investment
company or affiliates of the affiliate, subjectiitnited exceptions. An affiliate of an investmeiwingpany is defined in the Investment Company
Act as, among other things, any company 5% or rabrehose outstanding voting securities are direotlindirectly owned, controlled, or held
with power to vote, by the investment company, mgany directly or indirectly controlling, controidoy, or under common control with, the
investment company or a company directly or indiyeawning, controlling, or holding with power tate, 5% or more of the outstanding
voting securities of the investment company.

We believe that Fairholme is currently affiliateittwa number of entities, including CIT Group, Inenperial Metals Corporation,
Leucadia National Corporation, MBIA, Inc., Orch&dpply Hardware Stores Corporation and Sears HggdBorporation. Due to this
affiliation, should Fairholme be deemed to contrel we may be prohibited from engaging in certeingactions with these entities and certain
of their affiliates and any future affiliates ofifFlme, unless one of the limited exceptions apliThis could adversely affect our ability to
enter into transactions freely and compete in thekatplace.

In addition, significant penalties apply for comjEanfound to be in violation of the Investment Camyp Act.

If the RockTenn mill in Panama City were to permamidy cease operations, the price we receive for pure pulpwood may decline, and
the cost of delivering logs to alternative custora@ould increase.

In November 2010, we entered into a new supplyegent with SmurfitStone Container Corporation that requires us tivelednd sell
total of 3.9 million tons of pulpwood through 20&murfit-Stone’s Panama City mill is the largestgamer of pine pulpwood logs within the
immediate area in which most of our timberlands are
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located. In July 2010, Smurfit-Stone emerged frapraximately 18 months of bankruptcy protectiord daring the first quarter of 2011, it
announced its acquisition by RockTenn. Under thaseof the supply agreement, RockTenn will be &diol monetary damages as a result of
the closure of the mill due to economic reasonsfperiod of one year. Nevertheless, if the RockTmill in Panama City were to permaner
cease operations, the price for our pulpwood majirts and the cost of delivering logs to altewattustomers could increase.

Changes in our income tax estimates could affect puofitability.

In preparing our consolidated financial statemesitmificant management judgment is required torege our income taxes. Our
estimates are based on our interpretation of fédedstate tax laws. We estimate our actual cuteendue and assess temporary differences
resulting from differing treatment of items for tard accounting purposes. The temporary differeresdt in deferred tax assets and liabili
which are included in our consolidated balance shéajustments may be required by a change insassent of our deferred tax assets and
liabilities, changes due to audit adjustments loiefal and state tax authorities, and changes itates and rates. To the extent adjustments are
required in any given period; we include the adjesits in the tax provision in our financial statetse These adjustments could materially
impact our financial position, cash flow and reswf operations.

Our insurance coverage on our properties may bedeguate to cover any losses we may incur.

We maintain comprehensive insurance on our propertiuding property, liability, fire, flood and eended coverage. However, there are
certain types of losses, generally of a catastmophiure, such as hurricanes and floods or act&obr terrorism that may be uninsurable or
economically insurable. We use our discretion wtietermining amounts, coverage limits and dedudifde insurance. These terms are
determined based on retaining an acceptable |évedloat a reasonable cost. This may result iniasce coverage that in the event of a
substantial loss would not be sufficient to payftiiecurrent market value or current replacemergtof our lost investment. Inflation, changes
in building codes and ordinances, environmentabittarations and other factors also may make itagilfide to use insurance proceeds to
replace a facility after it has been damaged ofrdgad. Under such circumstances, the insuranceepras we receive may not be adequate to
restore our economic position in a property. lirssured loss occurred, we could lose both our itneest in and anticipated profits and cash
flow from a property, and we would continue to lxigated on any mortgage indebtedness or othegaltiidins related to the property. We are
also subject to the risk that such providers mayrbeilling or unable to pay our claims when made.

Increases in real estate property taxes could regleastomer demand for homes and homesites in owedigpments.

Florida experienced significant increases in priypeslues during the recorsktting real estate activity in the first half bfstdecade. As
result, many local governments have been, and matjntie aggressively re-assessing the value of b@ne real estate for property tax
purposes. These larger assessments increasegheetdtestate property taxes due from propertyeyarannually. Because of decreased
revenues from other sources because of the reogssamy local governments have also increased phejrerty tax rates.

The current high costs of real estate propertysaxé-lorida, and future increases in property $axeuld deter potential customers from
purchasing a lot or home in one of our developmantesake Northwest Florida less attractive to memployers that can create high-quality
jobs needed to spur growth in the region, eithevlith could have a material adverse effect onfioancial condition and results
operations.

Iltem 1B. Unresolved Staff Commen
None.

Item 2. Properties
We own our principal executive offices located imt&fSound, Florida.

We own approximately 573,000 acres, the majoritwbich are located in Northwest Florida. Our lamitdings include approximately
403,000 acres within 15 miles of the coast of tlf Gf Mexico. Most of our raw land assets are ng@thas timberlands until designated for
development.
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For more information on our real estate assetsltegel. Business.

Item 3. Legal Proceeding:
Oil Spill Lawsuits

As a result of the Deepwater Horizon oil spill, heve incurred significant expenses and our praggertesults of operations and stock
price have been negatively impacted. We are cuyrerploring funds that may be available throughd @ulf Coast Claims Facility to
reimburse us for these losses. In addition, we filad and may in the future file, additional lavits or claims against those parties we believe
are responsible for the Deepwater Horizon oil spill

On October 12, 2010, we filed a lawsuit in the SigreCourt of the State of Delaware in New Castufity against Transocean
Holdings, LLC, Transocean Offshore Deepwater DrgliInc., Transocean Deepwater, Inc. and TritoreAksasing GmbH (collectively,
“Transocean”). The lawsuit alleges that Transoct#@pwner of the drilling rig, was grossly negligén the operation and maintenance of the
drilling rig and its equipment and in overseeinglidg activities on the rig leading to the blowanitthe well. We are seeking compensatory
punitive damages. Transocean had removed the @dsddral court but on March 15, 2011, it was redeshback to Delaware state court. On
March 25, 2011, however, Judge Carl Barbier ofuhéed States District Court for the Eastern Dgdtdf Louisiana, who is overseeing the
federal multidistrict litigation (MDL) against tHeeepwater Horizon defendants, enjoined St. Joe frmvecuting its case against Transocean
in Delaware state court. On October 21, 2011, Ji#gbier granted our motion to sue TransoceanagrMBL and we then dismissed our
Delaware state-court lawsuit. The first phase ef MDL trial against Transocean is scheduled for&aty 27, 2012.

On August 4, 2010, we filed a lawsuit in the Supe@ourt of the State of Delaware in New Castle i@p@against Halliburton Energy
Services, Inc. (“Halliburton”). The lawsuit allegéet Halliburton, the cementing contractor for tilewell, was grossly negligent in its
management of the well cementing process leaditigetdlowout of the well. We are seeking compengadad punitive damages.

On August 26, 2010, we filed a lawsuit in the SigreCourt of the State of Delaware in New Castlei@ty against M-I, L.L.C. (a/k/a
“M-I SWACQO”). The lawsuit alleges that M- SWAChe drilling fluid contractor for the drilling rigvas grossly negligent in the way that it
managed and conducted the use of drilling fluidsitantain well control leading to the blowout oétivell. We are seeking compensatory and
punitive damages.

On March 29, 2011, we filed a consolidated complagainst Halliburton and M-I SWACO in Delaware 8tipr Court. (We had
previously sued both Halliburton and M-I SWACO g&parate lawsuits filed in Delaware state court. Jindicial Panel on Multi-District
Litigation (“JPML”) transferred those cases to MBL. We later dismissed them. Judge Barbier vactitedlismissals and the federal Fifth
Circuit Court of Appeals reinstated the dismissaly) August 12, 2011, the JPML transferred the alisted complaint against Halliburton
and M-I SWACO to the MDL proceeding in the EastBistrict of Louisiana.

Shareholder Lawsuits

On November 3, 2010, a securities class actiondawss filed against St. Joe and certain of ourentt and former officers before Judge
Richard Smoak in the United States District Coartthe Northern District of Florida (Meyer v. Theé Soe Company et al., No. 5:11-cv-
00027). A consolidated class action complaint vilas fn the case on February 24, 2011 allegingotarisecurities laws violations primarily
related to our accounting for our real estate as3éte complaint seeks an unspecified amount iradasy We filed a motion to dismiss the ¢
on April 6, 2011, which the court granted withougjpdice on August 24, 2011. Plaintiff filed an arded complaint on September 23, 2011.
The Company filed a motion to dismiss the amendedptaint on October 24, 2011. On January 12, 20%2Court granted the motion to
dismiss with prejudice and entered judgment in faxfdSt. Joe and the individual defendants. On &atyr 9, 2012, plaintiff filed a motion to
alter or amend the judgment, which the Court depieéebruary 14, 2012. The time for plaintiff tqgpapl has not expired.

On March 29, 2011 and July 21, 2011, two separativative lawsuits were filed by shareholders ohdieof St. Joe against certain of
officers and directors in the United States Dist@ourt for the Northern District of Florida (Nakat. Greene et. al., No. 5:11-cv-00090 and
Packer v. Greene, et al., No. 3:11@8344). The complaints allege breaches of fiduciutyes, waste of corporate assets and unjustrenent
arising from substantially similar allegations hede described above in the Meyer case. On JW2(#1@, the court granted the parties’ motion
to stay the Nakata action pending the outcomeefMbyer action. On September 12, 2011, a thirdvetivie lawsuit was filed in the Northern
District of Florida (Shurkin v. Berkowitz, et aNo. 5:11-cv-304) making similar claims as thoséhie Nakata and Packer actions. On
September 16, 2011, plaintiffs in Nakata and
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Packer filed a joint motion to consolidate all gative actions and appoint lead counsel. On Oct8p2011, plaintiff in Shurkin filed a cross
motion seeking separate lead counsel for Shurkincaoerdination of Shurkin with the other derivatoases. On October 6, 2011, the Company
filed a response in which it stated that all detfix@acases should be consolidated. On October@#],2Nakata and Packer plaintiffs filed an
amended joint motion seeking consolidation of these cases only. On October 21, 2011, the cowreidsn order consolidating the Nakata
and Packer actions.

SEC Investigation

On January 4, 2011 the SEC notified the Compamwa# conducting an inquiry into the Company’s pelicand practices concerning
impairment of investment in real estate assetsJ@we 24, 2011, the Company received notice fronSthe that it has issued a related order of
private investigation. The order of private invgation covers a variety of matters for the periedibning January 1, 2007 including (a) the
antifraud provisions of the Federal securities lasspplicable to the Company and its past aneéptedficers, directors, employees, partners,
subsidiaries, and/or affiliates, and/or other pessor entities, (b) compliance by past and presagurting persons or entities who were or are
directly or indirectly the beneficial owner of matean 5% of the Company’s common stock (which idekiFairholme Funds, Inc, Fairholme
Capital Management L.L.C. and the Company’s cur@rdirman Bruce R. Berkowitz) with their reportiolgligations under Section 13(d) of
the Exchange Act, (c) internal controls, (d) boaks records, (€) communications with auditors &nfin@ncial reports. The order designates
officers of the SEC to take the testimony of thenpany and third parties with respect to any ooathese matters, and the Company is
cooperating with the SEC.

Item 4 Mine Safety Disclosure
Not Applicable.

PART Il
ltem 5. Market for the Registrar's Common Equity, Related Stockholder Matters andusr Purchases of Equity Securiti¢

On February 21, 2012, we had approximately 1,3g&tered holders of record of our common stock. €@ummon stock is listed on the
New York Stock Exchang¢‘NYSE”) under the symbol “JOE.”

The range of high and low prices for our commorlstas reported on the NYSE are set forth below:

Common
Stock Price
High Low
2011
Fourth Quarte $15.6% $12.91
Third Quartel 20.87 14.8¢
Second Quarte 27.0¢ 18.42
First Quartel 29.5( 22.0¢
2010
Fourth Quarte $25.3¢ $17.0¢
Third Quartel 27.71 22.8(
Second Quarte 37.4¢ 21.2¢
First Quartel 34.1¢ 25.9¢

On February 21, 2012, the closing price of our camrstock on the NYSE was $16.27 and we currenti m intention to pay any
dividends in the foreseeable future.

The following table describes our purchases ofammnmon stock during the fourth quarter of 2011.
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(c)
Total Number of

Shares Purchased ¢ . @
Maximum Dollar
(@) (b) Amount that May
Total Number Average Part of Publicly Yet Be Purchased
Price Paid Announced Plans o Under the Plans ol
of Shares
Purchased(1) per Share Programs(2) Programs
Period (In thousands)
Month Ended October 31, 20 6,88 $ 15.0¢€ — $ 103,79:
Month Ended November 30, 20 — $ — — $ 103,79:
Month Ended December 31, 20 — $ — — $ 103,79¢

(1) Represents shares surrendered by executives agpafonthe strike prices and taxes due on exetaseck options and/or taxes due
vested restricted stoc

(2) For additional information regarding our Stock Reghase Program, see Note 2 to the consolidateddiakbstatements under the head
“Earnings (loss) Per Shg"

The following performance graph compares our cutiudashareholder returns for the period Decembef806, through December 31,
2011, assuming $100 was invested on December 88, 20our common stock, in the S&P 500 Index, ena custom peer group of real es
related companies which is composed of the follgwiompanies:

AMB Property Corporation (AMB),
Developers Diversified Realty Corporation (DDR),
Duke Realty Corporation (DRE),
Highwoods Properties, Inc. (HIW),

Jones Lang LaSalle Incorporated (JLL),
Kimco Realty Corporation (KIM),

The Macerich Company (MAC),

MDC Holdings Inc. (MDC),

NVR, Inc. (NVR),

Plum Creek Timber Company, Inc. (PCL),
Regency Centers Corporation (REG),
Rayonier Inc. (RYN),

Toll Brothers Inc. (TOL), and

WP Carey & Co. LLC (WPC).

The total returns shown below assume that dividaneseinvested. The stock price performance shHmiow is not necessarily
indicative of future price performance.
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$300.00
—#—The St, Joe Company
—de— SAP 500 Index
== Custom Indax
§950.00
E10:0.00
550,00
50,00
Doc-06 Dec-07 Drec-03 Doc-08 Doc-10 Daec-11
12/31/0¢  12/31/07  12/31/0¢  12/31/0¢  12/31/1(  12/31/1]
The St. Joe Company $ 10C $ 67.0c $45.91 $54.5¢ $41.2¢ $27.6i
S&P 500 Inde» $ 10C $105.4¢ $66.4¢ $84.08 $96.71 $98.7¢
Custom Real Estate Peer Grot $ 10C $ 86.3t $55.5( $76.2( $91.6¢ $91.91

* The total return for the Custom Real Estate Peeuwas calculated using an equal weighting fohexi¢he stocks within the peer grot

ltem 6. Selected Financial Dat:

The following table sets forth Selected Consoliddét@ancial Data for the Company on a historicai®#or the five years ended
December 31, 2011. This information should be ieambnjunction with the consolidated financial staents of the Company (including the

related notes thereto) and Management’s DiscussidnAnalysis of Financial Condition and Result©gfrations, each included elsewhere in

this Form 10-K. This historical Selected ConsokdhFinancial Data has been derived from the audivedolidated financial statements and

revised for discontinued operations where appleabl
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Year Ended December 31
2011 2010 2009 2008 2007
(In thousands, except per share amounts)

Statement of Operations Data:

Total revenues(l $ 145,28t $99,54( $138,25° $258,15¢ $371,55:
Total expense 532,09: 151,09:¢ 347,61. 283,71: 348,97!
Operating (loss) profi (386,80 (51,559 (209,359 (25,559 22,57¢
Other (expense) incon 934 (3,897) 4,21F (36,647 (4,709
(Loss) income from continuing operations beforeiggn (loss) income of

unconsolidated affiliates and income ta (385,879 (55,44¢) (205,140 (62,19¢) 17,86
Equity in (loss) income of unconsolidated affilia (93 (4,309) (122) (330 (5,33))
Income tax (benefit) expen (55,659 (23,849 (81,227 (26,92)) 65¢
(Loss) income from continuing operatic (330,309 (35,909 (124,03 (35,605 11,87¢
(Loss) income from discontinued operations — — (6,88¢ (1,56¢) (1,659
Gain on sale of discontinued operations — — 75 — 29,12¢
(Loss) income from discontinued operations — — (6,81%) (1,569 27,47
Net (loss) incom (330,309 (35,90 (130,849 (37,177 39,35:
Less: Net (loss) income attributable to noncornitiglinterest (29 (41) (821 (807) 1,092
Net (loss) income attributable to the Comp: $(330,279) $(35,86¢9) $(130,02) $(36,36¢) $ 38,26(
Per Share Dat:

Basic
(Loss) income from continuing operations attribleaio the Compan $ (35) $ (039 $ (135 $ (03 $ o0.1f
(Loss) income from discontinued operations attabig to the Company(. — — (0.07) (0.02) 0.37
Net (loss) income attributable to the Comp. 2
(3.5¢) (0.39) (1.42) 040 $ 0.52
Diluted
(Loss) income from continuing operations attriblgaio the Compan $ (B5) $ (039 $ (1.3 $ (03 $ 01t
(Loss) income from discontinued operations attabig to the Company(. — — (0.07) (0.02) 0.3€
Net (loss) income attributable to the Comp. (3.5¢€) (0.39) (142 $ (040 $ 0.51
Dividends declared and pz $ — $ — $ — $ $ 0.4¢
December 31
2011 2010 2009 2008 2007

Balance Sheet Dat
Investment in real esta $387,20: $ 755,39: $ 767,006 $ 909,65¢( $ 944,52¢
Cash and cash equivale 162,39: 183,82 163,80 115,47. 24,26t
Property, plant and equipment, | 14,94¢ 13,01« 15,26¢ 19,78¢ 23,69:
Total asset 661,29: 1,051,69! 1,116,94. 1,237,35: 1,263,96!
Debt 53,45¢ 54,65 57,01« 68,63t 541,18:
Total equity 543,89: 872,43’ 896,32( 992,43: 487,34(

(1) Total revenues include real estate revenues frapepty sales, timber sales, resort and club revandeother revenues, primarily ott
rental revenues and brokerage fe

(2) Discontinued operations include the Victoria H@isIf Club and St. Johns Golf and Country Club galfirse operations in 20C
Sunshine State Cypress, Inc. in 2008, fourteen cential office buildings and Saussy Burbank in 2Q@&e Note 18 of Notes to
Consolidated Financial Statemen

Item 7.  Managemen's Discussion and Analysis of Financial Condition drResults of Operation
Forward-looking Statements

We make forward-looking statements in this Repmatticularly in Management’s Discussion and Analyi Financial Condition and
Results of Operations, pursuant to the safe hgntmwisions of the Private Securities Litigation Baf Act of 1995. Any statements in this
Report that are not historical facts are forwaroklog statements. You can find many of these fodalaoking statements by looking for words
such as “intend”, “anticipate”, “believe”, “estingdt “expect”, “plan”, “should”, “forecast” or simélr expressions. In particular, forwabking
statements include, among others, statements & fdllowing:

» future operating performance, revenues, earningsash flows
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» future residential and commercial demand, oppadtiesiand entitlement:

» development approvals and the ability to obtairhsygprovals, including possible legal challenc

» the number of units or commercial square footagedhn be supported upon full build out of a depeient;

» the number, price and timing of anticipated lanésar acquisitions

» estimated land holdings for a particular use withspecific time frame

» the levels of resale inventory in our developmemis the regions in which they are locat

» the development of relationships with strategidrmpens, including commercial developers and homeleud!;

» future amounts of capital expenditur

» the amount and timing of future tax refun

» timeframes for future construction and developnaativity; and

» the projected operating results and economic impiitte new Northwest Florida Beaches Internatigigbort

Forward-looking statements are not guaranteestofdperformance and are subject to numerous aggmsprisks and uncertainties.

Factors that could cause actual results to diffetenially from those contemplated by a forward-logkstatement include the risk factors
described above under the heading “Risk Factotses€ statements are made as of the date heredfdiaseir current expectations, and we

undertake no obligation to update the informationtained in this Report. New information, futureeets or risks may cause the forward-
looking events we discuss in this Report not tauoct¥ou are cautioned not to place undue relianmcary of these forward-looking statements.

Overview

We own a large inventory of land suitable for depahent in Florida. The majority of our land is ltedin Northwest Florida and has a
very low initial cost basis before considering depenent costs. In order to increase the value @ddtcore real estate assets, we seek to
reposition portions of our substantial timberlamdidings for higher and better uses. We seek taengdue in and/or increase demand for our
land by securing entitlements for higher and bd#ed-uses, facilitating infrastructure improvensmteveloping community amenities,
undertaking strategic and expert land planningageklopment, parceling our land holdings in creatirays, performing land restoration and
enhancement and promoting economic development.

We have four operating segments: residential retate, commercial real estate, rural land saledaedtry. The table below sets forth
relative contribution of these operating segmemisur consolidated operating revenues:

Years Ended
December 31,
2011 2010
Segment Operating Reven

Residential real esta 34. 1% 40.4%
Commercial real esta 2.9% 4.6%
Rural land sale 2.7% 26.(%
Forestry 59.7% 29.(%
Consolidated operating revent 100.(% 100.(%
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Our business, financial condition and results afrafions continued to be adversely affected duzbitl by the real estate downturn, s
economic recovery and other adverse market comditichich have been deeper and more prolonged tiiginaily anticipated. This
challenging environment has exerted negative pressuthe demand for all of our real estate praueten though we have seen slightly
improved residential sales activity we do not exgery significant improvement in market conditionghe near term.

The large oil spill in the Gulf of Mexico from tHgeepwater Horizon incident has had a negative itnpaour properties and results of
operations and has created uncertainty about theefof the Gulf Coast region. We have filed lausgieeking the recovery of damages ag:
parties we believe are responsible for the oil sipiladdition, we have initiated the process forguing portions of our claims through the Gulf
Coast Claims Facility, the vehicle established ByBxploration and Production, Inc. for claims untter Oil Pollution Act of 1990. We cannot
be certain, however, of the amount of any recoeerhe ultimate success of our claims.

Residential Real Estate

Our residential real estate segment typically pkams develops mixed-use resort, primary and selsesidential communities of various
sizes, primarily on our existing land. We own latggets of land in Northwest Florida, including mifgcant Gulf of Mexico beach frontage and
waterfront properties, and land in and around Jackfie and Tallahassee.

Our residential real estate segment generatesuesdrom:
» the sale of developed homesites to retail custoaredbuilders
» the sale of parcels of entitled, undeveloped li
» the sale of housing units built by
e resort and club operatior
* rental income; an
* brokerage fees on certain transactic

Our residential real estate segment incurs coshwafnues from:

» costs directly associated with the land, developgraad construction of real estate sold, indirestgsuch as development overh
project administration, warranty, capitalized ietgrand selling cost

» resort and club personnel costs, cost of goods anldlmanagement fees paid to third party mana
» operating expenses of rental properties;
* brokerage fee

Commercial Real Estate

Our commercial real estate segment plans, develog®ntitles our land holdings for a broad rangeet#il, office, hotel, industrial and
multi-family uses. We sell and develop commeraald and provide development opportunities for mati@nd regional retailers as well as
strategic partners in Northwest Florida. We alderdfind for commercial and light industrial useighwm large and smalcale commerce parl
as well as for a wide range of multi-family renpabjects. Our commercial real estate segment geseravenues from the sale or lease of
developed and undeveloped land for retail, multiifg, office, hotel and industrial uses and refabme. Our commercial real estate segment
incurs costs of revenues from costs directly assediwith the land, development costs and sellosgscand operating costs of rental proper
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Rural Land Sales

Our rural land sales segment markets and sellsstedidand of varying sizes for rural recreatior@inservation and timberland uses. The
land sales segment prepares land for sale for theethrough harvesting, thinning and other siltice practices, and in some cases, limited
infrastructure development. Our rural land salegrent generates revenues from the sale of undeaetlapd, land with limited development,
easements and mitigation bank credits. Our rural Begment incurs costs of revenue from the cdsinof or mitigation bank credits sold,
minimal development costs and selling costs.

In recent years, our revenue from rural land sadéa® significantly decreased as a result of ouistetto sell only non-strategic rural
land and to principally use our rural land resosrecreate sources of recurring revenue as wétbas declines in demand for rural land due
to difficult current market conditions. In 2011, wentinued to minimize the sale of rural land alay's depressed prices and we expect to
continue this strategy in 2012. We may, howevdy, @a rural land sales as a source of revenuegasid in the future.

Forestry

Our forestry segment focuses on the managemertiawdsting of our extensive timber holdings. Wengrbarvest and sell sawtimber,
wood fiber and forest products and provide land agament services for conservation properties. Onasfry segment generates revenues
the sale of wood fiber, sawtimber, standing timéoed forest products and conservation land manageseevrices. Our forestry segment incurs
costs of revenues from internal costs of forestanagement, external logging costs, and propergstax

In 2011 an inventory of all our pine plantationssve@mpleted and a new software platform was impigeteto facilitate management of
the rural land holdings on a sustainable basis migfard to asset and harvest levels. These ingmfior the forestry segment have enabled the
marketing of products to more diverse customerstaedocus on market development. This plan maddable approximately 70,000 acres
multiple uses including timber management on laripusly held back from silviculture activities.

On March 31, 2011, we entered into a $55.9 miligneement for the sale of a timber deed which divegpurchaser the right to harvest
timber on specific tracts of land (encompassin®@4b acres) over a maximum term of 20 years. Urdikay-as-cut sales contract, risk of loss
and title to the trees transfer to the buyer winencontract is signed. The buyer pays the full pase price when the contract is signed and we
do not have any additional performance obligatidireder a timber deed, the buyer or some other thartl is responsible for all logging and
hauling costs, if any, and the timing of such dttivRevenue from a timber deed sale is recognizieen the contract is signed because the
earnings process is complete. As part of the ageagme also entered into a Thinnings Supply Agessimpursuant to which we agreed, to the
extent that the buyer decided to conduct a “Fitshiiing”, to purchase 85% of such first thinning$aér market value. During, 2011, we
purchased approximately $1.2 million, respectivelyfirst thinnings.

In November 2010, we entered into a new wood fugaply agreement with Smurfit-Stone Container Caafion, which was recently
acquired by RockTenn, (the “Wood Fiber Supply Agneet”). The new agreement replaces an agreemenvéhhad entered into in July 2000
and that was scheduled to expire in June 2012. {thdeagreement, we agreed to sell 3.9 million wirsulpwood to RockTenn’s pulp and
paper mill in Panama City, Florida over the nexteseyears. The new agreement also included mowgdale pricing terms for us, provided
a steady demand for much of our wood fiber haraagtremoved certain restrictions on our timberlasaigained in the previous agreement.

2010 Restructuring and Relocation Program

In 2010, we announced that we were relocating ogparate headquarters from Jacksonville, Floridé/ederSound, Florida and
consolidating existing offices from Tallahasseert B0. Joe and Walton County into the WaterSourdtion. These relocations were compls
in the second quarter of 2011. As a result of tbsdructuring and relocation program we incurregrapimately $5.3 million of one-time
charges during 2010 and $0.6 million during 20Jitnprily relating to one-time termination benefitsdonnection with the termination of
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employees that would not be relocating and relooatienefits for those employees that would be eging, as well as certain ancillary facility-
related costs. The relocation costs include relocdionuses, temporary lodging expenses, resettieexpenses, tax payments, shipping and
storage of household goods, and closing costsdosihg transactions. Although we previously annednhat we would build a new
headquarters facility, we have now decided to imitety delay the development of the new corpoteadquarters building and impaired $0.8
million of predevelopment costs related to the fesmiding in 2011.

2011 Restructuring Program

In the first quarter of 2011, as a result of disimss between our Board of Directors and Fairhdlapital Management, L.L.C., the
largest beneficial owner of our common stock, Wnitt@n Greene entered into a Separation Agreeméhtwg and resigned as our President
and Chief Executive Officer. On April 11, 2011, emtered into separation agreements with four amditimembers of senior management. As
a result of these five separations, we incurred@pmately $8.5 million in charges during 2011 puast to the separation agreements of these
individuals. These amounts do not include the #&ftid $1.5 million non-cash compensation expenignar from the accelerated vesting of
Mr. Greene’s restricted stock unit grants.

Our new management team adopted a restructurimggataed at significantly reducing operating coss part of this plan, we incurred
approximately $2.4 million of charges during 20&lated to severance payments to employees. Ousawisig initiatives included lowering
employee related costs by reducing headcount frb8nak of February 1, 2011 to 75 as of Februarp122saving on occupancy costs by
consolidating offices; renegotiating vendor cortsaand reducing discretionary spending where p@ssiVe expect that our cost savings
efforts will generate a decrease of approximatély fillion to $18 million in operating and corpaaxpenses on an annualized basis.

Critical Accounting Estimates

The discussion and analysis of our financial caoadiand results of operations is based upon ousal@ated financial statements, which
have been prepared in accordance with accountingiples generally accepted in the United Statée fireparation of these financial
statements requires us to make estimates and judgiet affect the reported amounts of assetsilitias, equity, revenues and expenses, and
related disclosures of contingent assets and iligisil We base these estimates on our historightarrent experience and on various other
assumptions that management believes are reasanatde the circumstances. We evaluate the resiultese estimates on an on-going basis.
Management'’s estimates form the basis for makidgruents about the carrying values of assets ahilitiies that are not readily apparent
from other sources. Actual results may differ frthrase estimates under different assumptions orittonsl

We believe the following critical accounting poésireflect our more significant judgments and est@® used in the preparation of our
consolidated financial statements:

Investment in Real Estate and Cost of Real Estts S osts associated with a specific real estate prajeccapitalized during the
development period. We capitalize costs direct§oamted with development and construction of idiectreal estate projects. Indirect costs
that clearly relate to a specific project underelegment, such as internal costs of a regionakptdijeld office, are also capitalized. We
capitalize interest (up to total interest expermesed on the amount of underlying expendituresealdestate taxes on real estate projects unde
development. If we determine not to complete agupjany previously capitalized costs are expeirsétke period in which the determinatior
made.

Real estate inventory costs include land and comdeelopment costs (such as roads, sewers and taagnhulti-family construction
costs, capitalized property taxes, capitalizedr@sieand certain indirect costs. Construction cfustsingle-family homes are determined based
upon actual costs incurred. A portion of real estaventory costs and estimates for costs to camplee allocated to each unit based on the
relative sales value of each unit as compareda@sgtimated sales value of the total project. Tleeimmates are reevaluated at least annually
and more frequently if warranted by market condgior other factors, with any adjustments beingcalled prospectively to the remaining
units available for sale.
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Our new real estate investment strategy is focose@ducing future capital outlays and employingsk adjusted investment return
criteria for evaluating our properties and futuredstments in such properties. Pursuant to thisstemegy, we intend to significantly reduce
planned future capital expenditures for infrastuoet amenities and master planned community demeop and reposition certain assets to
encourage increased absorption of such propertiggeir respective markets. As part of this reposihg, we expect properties may be sold in
bulk, in undeveloped or developed parcels, oraefgrice points and over shorter time periods.

The accounting estimate related to real estateimmpat evaluation is susceptible to change du@éaise of assumptions about future
sales proceeds and future expenditures. For psojgcter development, an estimate of future castsflin an undiscounted basis is performed
using estimated future expenditures necessary totamathe existing project and using managemedrg's estimates about future sales prices
and planned holding periods. Based on the Compaagently adopted risk-adjusted investment retuiteria for evaluating the Company’s
projects under development or undeveloped, managsressumptions used in the projection of undisted cash flows included:

» the projected pace of sales of homesites basedtonaged market conditions and the Com(’s development plan
» estimated pricing and projected price appreciabiogr time, which can range from 0 to 10% annu
» the amount and trajectory of price appreciatiorr ¢lre estimate selling perio

» the length of the estimated development and seflergpds, which can range from 4 to 13 years depgnuh the size of th
development and the number of phases to be dewl

» the amount of remaining development costs, inclydie extent of infrastructure or amenities inchidesuch development cos
» holding costs to be incurred over the selling per

» for bulk land sales of undeveloped and developedgbafuture pricing is based upon estimated degezldot pricing less estimat:
development costs and estimated developer pra?idt;

» for commercial development property, future priciadpased on sales of comparable property in simikrkets; an

* assumptions regarding the intent and ability tahintlividual investments in real estate over prigid@eriods and related
assumptions regarding available liquidity to furmshtinued developmen

For operating properties, an estimate of undiseaintish flows requires management to make singkuraptions about the use and
eventual disposition of such properties. Some efsignificant assumptions that are used to dewvblepindiscounted cash flows include:

» forinvestments in inns and rental condominium sjraverage occupancy and room rates, revenuesdairand beverage and
other amenity operations, operating expenses grithtaxpenditures, and eventual disposition ohsuperties as private
residence vacation units or condominiums, baseclioent prices for similar units appreciated toepected sale dat

» for investments in commercial or retail propergytuie occupancy and rental rates and the amoymbeogeds to be realized upon
eventual disposition of such property at a termaagditalization rate; an

« forinvestments in golf courses, future rounds grekns fees, operating expenses and capital expezgjiand the amount of
proceeds to be realized upon eventual dispositiguch properties at a multiple of terminal yeastcliows.
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Other properties that management does not intesdltin the near term under current market coodgiand has the ability to hold are
evaluated for impairment based on management’sdséighate of the long-term use and eventual diposdf the property.

The results of impairment analyses for developraedtoperating properties are particularly dependerihe estimated holding and
selling period for each asset group. Based onexently adopted riskdjusted investment return criteria, these futwidihg periods have be
reduced to a maximum period of 13 years.

Fair Value MeasurementWe follow the fair value provisions of ASC 820 Fair Value Measurements and Disclosuf&sSC 820") for our
financial and non-financial assets and liabiliti®SC 820, among other things, defines fair valstaldishes a consistent framework for
measuring fair value and expands disclosure fon ezgjor asset and liability category measurediavfdue on either a recurring or
nonrecurring basis. ASC 820 clarifies that fairueais an exit price, representing the amount ttmatlevbe received to sell an asset or paid to
transfer a liability in an orderly transaction bem market participants. As such, fair value isaaket-based measurement that should be
determined based on assumptions that market getits would use in pricing an asset or liabilitg. &basis for considering such assumptions,
ASC 820 establishes a three-tier fair value hiénarevhich prioritizes the inputs used in measufeigvalue as follows:

Level 1 Observable inputs such as quoted prices in actaskeis;
Level 2 Inputs, other than the quoted prices in active mi@rkthat are observable either directly or indiye@and
Level 3. Unobservable inputs in which there is little ormarket data, such as interni-developed valuation models which reqt

the reporting entity to develop its own assumpti

Our assets and liabilities utilizing Level 2 anahButs in fair value calculations and the assodiatederlying assumptions include the
following:

Investment in real estat®ur investments in real estate are carried atwdsss circumstances indicate that the carryingevaf the
assets may not be recoverable. If we determineath&npairment exists due to the inability to remoan asset’s carrying value, a provision for
loss is recorded to the extent that the carryingevaxceeds estimated fair value. If such assets teld for sale, the provision for loss would
be recorded to the extent that the carrying vakeeeds estimated fair value less costs to sell.

For the assets described above, we use varyingoaetb determine fair value, such as (i) analyexgected future cash flows,
(ii) determining resale values by market, or @pplying a capitalization rate to net operatingopme using prevailing rates in a given market.
Fair value of a property may be derived either fidistounting projected cash flows at an appropda&eount rate (10% to 20%), through
appraisals of the underlying property, or a comtigmethereof.

Retained interestWe have recorded a retained interest with redpettie monetization of certain installment note®tigh the use of
qualified special purpose entities, which is reearth other assets. The retained interest is amatst based on the present value of cash flows
to be received over the life of the installmentasoiWe recognize interest income over the lifehefretained interest using the effective yield
method with discount rates ranging from Z%- This income adjustment is being recorded asffart to loss on monetization of notes ovel
life of the installment notes. In addition, failwa may be adjusted at each reporting date whesedoan management’s assessment of current
information and events, there is a favorable oreasky change in estimated cash flows from cash floegiously projected.

Pension asseOur cash balance defined-benefit pension plan holdyalty investment for which there is no quatearket price. Fair
value of the royalty investment is estimated basethe present value of future cash flows, usingagament’s best estimate of key
assumptions, including discount rates.

Standby guarantee liabilityOn October 21, 2009, we entered into a stratetjanak agreement with Southwest Airlines to faatktthe
commencement of low-fare air service in May 201€hnew Northwest Florida Beaches Internationapéiit in Northwest Florida. We have
agreed to reimburse Southwest Airlines if it inclesses on its service at the new airport durimegfitist three years of service. The agreement
also provides that Southwest’s
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profits from the air service during the term of dgreement will be shared with us up to the maxinammount of our break-even payments. We
measured the standby guarantee liability at fduesbased upon a discounted cash flow analysigdbaseur best estimates of future cash
flows to be paid by us pursuant to the stratediaraie agreement. These cash flows were estimaied numerous estimates including future
fuel costs, passenger load factors, air farespsadity and the timing of the commencement of serviThe fair value of the liability could
fluctuate up or down significantly as a result banges in assumptions related to these estimatiesoaitd have a material impact on our
operating results.

Pension Plan.We sponsor a cash balance defined-benefit pepddoncovering a majority of our employees. The aotimg for pension
benefits is determined by accounting and actuargthods using numerous estimates, including digo@tes, expected long-term investment
returns on plan assets, employee turnover, mgrititl retirement ages, and future salary incre&eanges in these key assumptions can have
a significant effect on the pension platimpact on the financial statements of the CompBoy example, in 2011, a 1% increase in the asd
long-term rate of return on pension assets woul@ asulted in a $0.7 million increase in pre-tacoime ($0.4 million net of tax). However, a
1% decrease in the assumed long-term rate of retautd have caused an equivalent decrease in prietame. A 1% increase or decrease in
the assumed discount rate would have resulteddéasathan $0.1 million change in pre-tax incomer @ansion plan was overfunded and we do
not expect to make contributions to the pension piahe future. The ratio of plan assets to prgj@benefit obligation was 236% at
December 31, 2011.

Stock-Based Compensatiowe have offered stock incentive plans whereby dwarere granted to certain employees and non-eraeloy
directors in the form of restricted shares of cammon stock or options to purchase our common stitick-based compensation cost is
measured at the grant date based on the fair vélie award and is typically recognized as exp@msa straight-line basis over the requisite
service period, which is the vesting period.

In February 2011, 2010 and 2009, we granted selextutives and other key employees restricted staeids with vesting based upon
the achievement of certain market conditions that@fined as our total shareholder return as cosdlpa the total shareholder return of cel
peer groups during a three-year performance period.

We have used a Monte Carlo simulation pricing maeoeletermine the fair value of our market conditiavards. The determination of
the fair value of market condition-based awardsffiscted by the stock price as well as assumptiegarding a number of other variables.
These variables include expected stock price \ityativer the requisite performance term of the ailsathe relative performance of our stock
price and shareholder returns compared to thos@aoi®s in our peer groups and a risk-free intesgstassumption. Compensation cost is
recognized regardless of the achievement of th&ehaondition, provided the requisite service pgigmet.

Income Taxesln preparing our consolidated financial statemesigmificant management judgment is required torege our income
taxes. Our estimates are based on our interpretafitederal and state tax laws. We estimate owahcurrent tax due and assess temporary
differences resulting from differing treatment tefrhs for tax and accounting purposes. The tempadaliffigrences result in deferred tax assets
and liabilities, which are included in our consalied balance sheets. We record a valuation allogvagainst our deferred tax assets based
our analysis of the timing and reversal of futueable amounts and our history and future expectsaitdf taxable income. Adjustments may be
required by a change in assessment of our deftaregissets and liabilities, changes due to auglisadents by federal and state tax authori
and changes in tax laws. To the extent adjustrmartsequired in any given period we will include tidjustments in the tax provision in our
financial statements. These adjustments could m#yeimpact our financial position, cash flow aresults of operation.

At December 31, 2011, the Company had a federadperating loss of approximately $92.0 million anstate net operating loss carry
forward of $612.6 million. These net operating &xsare available to offset future taxable incomeugh 2031.

In general, a valuation allowance is recorded #dabon the weight of available evidence it is mikedy than not that some portion or all
of the deferred tax asset will not be realized Ratibn of the Company’s deferred tax assets i€ddent upon the Company generating
sufficient taxable income in future years in them@priate tax jurisdictions to obtain a benefitfréthe reversal of deductible temporary
differences and from loss carryforwards. Basecdhertitning of reversal of future taxable amounts tiedCompany’s recent history of losses
and future expectations of
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reporting taxable losses, management does nowbdtienet the requirements to realize the benefitsertain of its deferred tax assets and has
provided for a valuation allowance of $94.5 milliahDecember 31, 2011. The Company also record2@lf a valuation allowance of $3.8
million to offset the deferred tax asset compomenbgnized in Accumulated Other Comprehensive Ireom

At December 31, 2010, the Company had a valuatiomwance of $1.0 million related to state net opiagalosses and charitable
contribution carry forwards.

Adoption of New Accounting Standards

In January 2010, the FASB issued ASU No. 2060+air Value Measurements and Disclosures (T8p®): Improving Disclosures abc
Fair Value Measurements (“ASU 2010-06"). ASU 20Br8quires some new disclosures and clarifies ssxisting disclosure requirements
about fair value measurement as set forth in Ceatifin Subtopic 820-10. ASU 2010-06 amends CodifinaSubtopic 820-10 to now require
(1) a reporting entity to disclose separately tii@ants of significant transfers in and out of LeVelnd Level 2 fair value measurements and
describe the reasons for the transfers; (2) imghenciliation for fair value measurements usimgm#icant unobservable inputs, a reporting
entity should present separately information alpamthases, sales, issuances, and settlements3)aadgporting entity should provide
disclosures about the valuation techniques andsnpsed to measure fair value for both recurrindy@anrecurring fair value measurements.
ASU 2010-06 is effective for interim and annualaging periods beginning after December 15, 2086¢pt for the disclosures about
purchases, sales, issuances, and settlementsriolitfarward of activity in Level 3 fair value msarements. Those disclosures are effective for
fiscal years beginning after December 15, 2010,fanthterim periods within those fiscal years. Tadpption of ASU No. 2010-06 did not
have a material impact on the Company'’s finanaiiton or results of operations.

In December 2011, the FASB issued ASU No. 2011€tdiprehensive Income (Topic 220): Deferral of tiiledive Date for
Amendments to the Presentation of Reclassificatidritems Out of Accumulated Other Comprehensivaine in Account Standards Update
No. 201:-05. The amendments to the Codification in ASU Rlgil1-12 are effective at the same time as the ament in ASU No. 2011-05
described below so that entities will not be regdito comply with the presentation requirementa$t No. 2011-05 that ASU No. 2011-12 is
deferring. The amendments are being made to ahlevWwASB time to redeliberate whether to presertherface of the financial statements the
effects of reclassifications out of accumulatecdeottomprehensive income on the components of netrie and other comprehensive income
for all periods presented. All other requirement&8U No. 2011-05 are not affected by ASU No. 2a21including the requirement to report
comprehensive income either in a single contindimascial statement or in two separate but conseetinancial statements.

In June 2011, the FASB issued ASU No. 2011-05, Geilmgnsive Income (Topic 220): Presentation of Ce@nsive Income (“ASU
2011-05"). ASU 2011-05 requires comprehensive inedonbe reported in either a single statementghegents the components of net income,
the components of other comprehensive income, @atidomprehensive income or in two consecutiveestants. The first statement should
present total net income and its components foltbe@nsecutively by a second statement that shaekkpt total other comprehensive inco
the components of other comprehensive income, fentbtal of comprehensive income. ASU 2011-05 elatés the option to present
components of other comprehensive income as pdnedftatement of changes in stockholders’ egAi8lJ 2011-05 is effective for fiscal
years, and interim periods within those years, ti@gg after December 15, 201
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Results of Operations
Consolidated Results
The following table sets forth a comparison of ;ewenues and expenses for the three years endednbec 31, 2011, 2010 and 2009.

Years Ended December 31, 2011 vs. 2010 2010 vs. 2009
2011 2010 2009 Difference % Change Difference % Change
(Dollars in millions)

Revenues
Real estate salt $19¢ $38¢ $78¢& $ (19.0 49% $ (39.9 (51)%
Resort and club revenu 36.C 29.4 29.7 6.€ 22% (0.3 (D)%
Timber sale: 86.7 28.¢ 26.€ 57.¢ 201% 2.2 8%
Other revenue 2.7 2.4 3.2 0.3 13% (0.9 (25)%
Total $145.:  $99.5  $138. $ 45:¢ 46% $ (38.9 (28)%

Expenses
Cost of real estate sal $112 $85 $604 $ 27 32% $ (51.9 (86)%
Cost of resort and club revent 34.¢ 31.t 32.¢ 3.4 11% (0.9 (2)%
Cost of timber sale 22.¢ 20.z 19.1 2.7 13% 1.1 6%
Cost of other revenug 2.t 2.1 2.2 0.4 19% (0.2 B)%
Other operating expens 22.% 34.¢ 40.C (12.5) (36)% (5.2 (13)%
Total $ 93¢ $97.1 $154C $ (3.9 3% $ (56.9 (37%

The decrease in real estate sales revenues fora®0ddmpared with 2010 is primarily due to decréasdes in our rural land segment
result of our planned reduction in large tract rlaad sales, as well as weakened demand, partéiBet by an increase of revenue in our
residential segment. Cost of real estate salesased and gross margin on real estate sales degrarsng 2011 compared to 2010 primarily
as a result of the higher proportion of residergeés compared to rural land sales. Residentékstate sales improved yet continued to
remain weak in 2011, primarily, we believe due Yersupply, depressed prices in the Florida realtesharkets, poor economic conditions and
the residual uncertainty about the Gulf Coast negidsing from the Deepwater Horizon incident.

The decrease in real estate sales revenues fora®0d@dmpared with 2009 is primarily due to a desén sales in our residential real
estate segment, partially offset by an increasevenue in our rural land segment. Revenues in 268ded the sale of non-strategic assets.
Cost of real estate sales decreased during 201parechto 2009 primarily as a result of cost of saddated to the 2009 sale of non-strategic
assets. Gross margin on real estate sales incrdasaed 2010 compared to 2009 due to the relativeahrural land sales. Residential real
estate sales were weak in 2010, primarily as dtregersupply, depressed prices in the Florida esthte markets, poor economic conditions
and the impact of the Deepwater Horizon inciderthanGulf of Mexico.

Resort and club revenues increased in 2011 as cechpath 2010 due to rate and occupancy increasthe &VaterColor Inn and in the
vacation rental programs and increased activitglated resort operations. Cost of resort and iubnues increased due to greater occupancy
and activity levels. Resort and club revenues deeae in 2010 as compared with 2009 due to loweati@acrental occupancy due to the
Deepwater Horizon incident. Cost of resort and ¢ckaenues decreased due to more efficient opesatibaur resort and clubs and reduced
staffing levels. For further detailed discussionefenues and expenses, see Segment Results below.

Timber revenues increased in 2011 as compared1id @Omarily due to a $55.9 million agreement tog sale of a timber deed. We
recognized $54.4 million related to the timber dedith $1.4 million recorded as an imputed leasbdaecognized over the 20 year life of the
timber deed. Open market sales of timber also as&é as a result of increased product percentagpared to total harvest. Cost of timber
sales increased in 2011 as compared to 2010 dueuli to expenditures made to collect timber ineeyn data on the Company’s timberlands.
Timber revenues increased in 2010 as comparedd® @Omarily due to improved prices for woodfiberdasawtimber and payments received
from the federal government under the Biomass @wgistance Program. Cost of timber sales increes2810 as compared to 2009 due
primarily to expenditures made to collect timberantory data on the Company’s timberlands.

Other operating expenses decreased in 2011 comma28d.0 due to lower general and administratiyeeases as a result of our
continued restructuring efforts and a decreasditigation settlement accrued in 2010 which waglia 2011. Other operating expenses
decreased in 2010 compared to 2009 due to lowargeand administrative expenses as a result ofestiructuring efforts and the sale of
certain properties in 2009, which reduced 2010yaagrcosts, partially offset by the $4.9 milliorsegve for litigation accrued in 2010.
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Corporate ExpenseCorporate expense, which consists of corporatergeard administrative expenses, increased $1l&mibr 5%, in
2011 over 2010. Our cost savings initiatives thioagr restructuring efforts were offset by an img®in legal fees totaling $7.0 million
primarily associated with the SEC inquiry, the géms class action lawsuit, the change in contfdhe company in the first part of 2011 and
litigation related to a contract dispute. In adsfitideferred compensation costs increased $3.lbmédksociated with the acceleration of
restricted stock units resulting from the changmanagement control in February 2011.

During 2011, the Company discontinued its retireslival benefits resulting in an employee insuraaqeense reduction of $5.5 million.

Corporate expense increased $1.9 million, or 89200 over 2009. The increase in corporate expienz@marily due to legal fees and
cleanup costs totaling $4.2 million associated whih Deepwater Horizon incident. These costs wargglly offset by a reduction in employee
and administrative costs as a result of reduceddumt and cost savings initiatives.

Pension settlement charg@&n June 18, 2009, as plan sponsor, we signed a itomant for the pension plan to purchase a groupigynn
contract from Massachusetts Mutual Life Insuranoen@any for the benefit of the retired participaautsl certain other former employee
participants in our pension plan. Current and faremaployees with cash balances in the pensionywéae not affected by the transaction. The
purchase price of the annuity was approximatelyl®lénillion, which was funded from the assets @f plension plan on June 25, 2009 and
included a premium to assume these obligations tfEmsaction resulted in the transfer and settlérmfpension benefit obligations of
approximately $93.0 million which represented thégation prior to the annuity purchase of the etféel retirees and vested terminated
employees. In addition, we recorded a non-cashigraettlement charge to earnings during 2009 df B#illion and an offsetting
$44.7 million pretax credit in Accumulated Other Comprehensive Ineam our Consolidated Balance Sheet. As a restii®transaction, w
were able to significantly increase the fundedustaatio thereby reducing the potential for futfureding requirements. We also recorded
additional pension charges of $5.9 million, $4.1lion and $1.3 million during 2011, 2010 and 2088spectively, as a result of reduced
employment levels in connection with our restruictgiprograms.

Impairment Losses During 2011, we have recorded significant impaimimeharges primarily due to our change in realtestevestment
strategy. In 2010 and 2009, we recorded significapairment charges, as a result of the declirdemand and market prices in our real estate
markets. The following table summarizes our impaintcharges for the three years ended Decemb@031, 2010 and 2009:

Years Ended December 31,

2011 2010 2009
(In millions)
Investment in Real Estat
Residential Projects Under Developm
RiverCamps $ 182 $— $ —
RiverTown 87.4 — —
Southwooc 17.2 — —
SummerCam| 18.7 — —
WaterSound Nortl 35.€ — —
Wild Heron 6.¢ 3.5 —
Windmark Beact 126.2 — —
Victoria Park communit — — 60.¢
SevenShores condominium and marina developmergqi — — 6.7
Homes and homesit— various residential communitis 2.2 0.8 7.3
Investment in unconsolidated affiliat — 3.8 —
Inactive residential developmer 48.€ — —
Abandoned development pla 0.8 — 7.2
Commercial commerce parks and other commercial 15.5 — —
Total 377.% 8.1 82.1
Notes Receivable
Saussy Burban — — 10.1
Advantis — — 7.4
Various builder note — 0.5 1.9
Total — 0.5 19.4
Other lon¢-term asset — — 1.1
Total — — 11
Total impairment charg-continuing operation 377.% 8.6 102.¢
Discontinued operation
Victoria Hills Golf Club 6.9
St. Johns Golf and Country Cl — — 3.5
Total impairment charge— discontinued operatior — — 10.4
Total impairment charge $377.. $8.6 $113.C
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In connection with implementing our new real estat@stment strategy, we reassessed the carrying e our real estate and
determined that an impairment to record certaiowfassets to fair value was necessary. Accordingdyrecorded a non-cash charge for
impairment in 2011 of $374.8 million. Earlier in20 we also recorded an $0.8 million impairmentieselopment costs incurred on the
indefinitely delayed construction of the Corporagadquarters building located at VentureCrossingsagproximately $1.7 million in
impairment charges on homes and homesites. Fdrefudiscussion, see Note 3, Impairments of Longdifssets, in the Notes to the
Consolidated Financial Statements.

Given the downturn in our real estate markets,mgémented a tax strategy in 2009 to benefit froendale of certain non-strategic
assets at a loss. Under federal tax rules, lossesdsset sales realized in 2009 were carried éadlapplied to taxable income from 2007,
resulting in a federal income tax refund for 2009.

As part of this strategy, during 2009, we conductethtionally marketed sale process for the disiposdf the remaining assets of our
non-strategic Victoria Park community in Delandhriida, including homes, homesites, undeveloped, laatks receivable and a golf course.
Based on the likelihood of the closing of the sale,determined on December 15, 2009 that an imgaiticharge for $67.8 million was
necessary. We completed the sale on December 09,f20$11.0 million.

In addition, we completed the sale of our Seven&hoondominium and marina development project 700 $illion earlier in 2009,
which resulted in an impairment charge of $6.7 ionll We also wrote-off $7.2 million of capitalizedsts related to abandoned development
plans in certain of our communities in 2009. Weasld our St. Johns Golf and Country Club for $8ilion in December 2009 which
resulted in an impairment charge of $3.5 million.

A continued decline in demand and market priceotorreal estate products or further changes tcagement’s plans also may require
us to record additional impairment charges in thark.

Notes Receivable:

We evaluate the carrying value of notes receivabkach reporting date. Notes receivable balanmeeadjusted to net realizable value
based upon a review of entity specific facts or mvtegms are modified. During 2009, we settled ates receivable with Saussy Burbank for
less than book value and recorded a charge ofr®liOn. As part of the settlement, we agreed taethack previously collateralized inventory
consisting of lots and homes which were valuediatent estimated sales prices, less costs toSdiisequently, all the lots and homes were
sold which resulted in an additional impairmentrgesof $1.1 million. We also recorded a charge®#$nillion related to the write-off of the
outstanding Advantis note receivable balance du2b@P as the amount was determined to be uncdilecti

In addition, we received a deed in lieu of forealesrelated to a $4.0 million builder note receleaturing 2009 and renegotiated terms
related to certain other builder notes receivabléng) 2010 and 2009. These events resulted iniadditimpairment charges of less than $0.1
million, $0.5 million and $1.9 million in 2011, 20land 2009, respectively. Because of the ongoilagleriges in our real estate markets and
tightened credit conditions, we may be requirecetmrd additional write-downs of the carrying vabfeour notes receivable and ultimately
such notes may not be collectible.
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Restructuring ChargesOn February 25, 2011, the Company entered intgpar@gon Agreement with Wm. Britton Greene in castita
with his resignation as President, Chief Execucer and director of the Company. During 201%, @xpensed $4.2 million of restructuring
charges under the terms of this agreement (natdimad the additional $1.5 million of non-cash comgegion expense arising from the
accelerated vesting of Mr. Greene’s restrictedkstpants).

On April 11, 2011, the Company entered into separatgreements with four additional members of @emanagement. Additionally,
certain other employees were terminated pursuamtit@urrent restructuring program. In 2011, weesged $6.7 million related to the
terminations including amounts under the termdiefdeparation agreements.

We recorded restructuring charges of $11.5 milim8011 and $5.3 million in 2010 under our 201Gmeguring and relocation program
related to termination and relocation benefitsnpyees, as well as certain ancillary facilityated costs. We recorded restructuring charges
of $5.4 million in 2009 related to the 2009 restuiing. For further discussion, see Note 10, Re#tiring, in the Notes to the Consolidated
Financial Statements.

Other Income (Expense)Other income (expense) consists primarily of inesit income, interest expense, gains and losssales and
dispositions of assets, fair value adjustment eelad the retained interest of monetized instalinmere receivables, expense related to our
standby guarantee liability and other income. Tother (expense) income was $0.9 million, $(3.9)iom and $4.2 million during 2011, 2010
and 2009, respectively.

Investment income, net decreased approximately ®0li®n, or 23% during 2011 compared to 2010 priiyadue to lower interest
income related to the payoff of a rural land satenreceivable, and $1.2 million, or 45%, durind @@&s compared with 2009 due to lower
investment returns on our cash balances.

Interest expense decreased by $4.7 million as credpga 2010 primarily due to the settlement andhpayt of interest related to the
litigation reserve combined with decreases in ggeexpense related to the revolving credit facditd community development district debt
obligations and increased by $7.5 million durind@@&s compared with 2009 primarily due to interesbrded on a reserve for litigation of
$4.2 million and, to a lesser extent, interest snammunity development district debt obligatiors being capitalized in 2010 due to redu
spending levels.

Other, net increased $0.5 million during 2011 aspared with 2010 primarily due to an increase @sé&income and deferred gain on
sale of the office portfolio sold in 2008 and $f8lion during 2010 compared with 2009. Included®®09 is a $0.8 million expense related to
our Southwest Airlines standby guarantee liability.

Equity in Loss of Unconsolidated AffiliatedVe have investments in affiliates that are accalifdge by the equity method of accounting.
These investments consist primarily of three regidéjoint ventures, two of which are now subsialht sold out. Equity in loss of
unconsolidated affiliates totaled less than $(th 011, $(4.3) million in 2010 and $(0.1) milliam 2009. During 2010, we determined that our
investment in East San Marco, L.L.C. had experidraseother than temporary decline in value andegended a $3.8 million impairment
charge to write our investment down to its curfaitvalue.

Income Tax Benefitincome tax benefit, including income tax on disamntd operations, totaled $(55.7) million, $(231@)lion and
$(85.7) million for the years ended December 31,12@010 and 2009, respectively. Our effectivertag was 14.4%, 39.9% and 39.7% for
years ended December 31, 2011, 2010 and 2009 ctesge. The effective tax rate decreased to 1448 primarily to a valuation allowan
established on the deferred tax asset which resfriten the impairment charges taken in 2011.

Discontinued Operations Loss from discontinued operations in 2009 condisfethe results associated with our Victoria Hilslf
Club, St. Johns Golf and Country Club golf courperations and our sawmill and mulch plant (SunsBitaée Cypress). Loss, net of tax, in
20009 totaled $(6.8) million. See Segment Resultsvbéor further discussion regarding our disconédwperations.
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Segment Results
Residential Real Estate

Our residential real estate segment typically pkams develops mixed-use resort, primary and selsesidential communities of various
sizes, primarily on our existing land. We own latgeets of land in Northwest Florida, including mificant Gulf of Mexico beach frontage and
waterfront properties, and land near Jacksonvil Ballahassee.

Our residential sales are showing some signs ofdaggnent in certain of our primary and seasonatlessial communities. However, ¢
residential sales remain weak. The real estate tlomnweak economic recovery, and the Deepwateizheiincident have all exerted negative
pressure on the demand for real estate productgrimarkets. Inventories of resale homes and hdesegmain high in our markets and prices
remain depressed. With the U.S. and Florida ecoesimittling the adverse effects of home foreclasigeverely restrictive credit, significant
inventories of unsold homes and recessionary ecanoonditions, the timing of a sustainable recovergll our residential projects remains
uncertain.

The table below sets forth the results of contigwoperations of our residential real estate segfioerthe three years ended Decembet
2011, 2010 and 2009.

Years Ended December 31

2011 2010 2009
(In millions)
Revenues
Real estate sale $ 122z $ 87 $ 57«
Resort and club revenu 36.C 29.4 29.7
Other revenue 2.2 2.2 2.7
Total revenue 50.4 40.5 89.¢
Expenses
Cost of real estate sal 9.3 6.4 54.7
Cost of resort and club revent 34.¢ 31k 32.Z
Cost of other revenue 1.8 2.1 2.1
Other operating expens 14.: 23.¢ 30.¢
Depreciation and amortizatic 9.4 10.C 10.¢
Impairment losse 361.( 4.8 94.¢
Restructuring charg 0.7 1.C 0.¢
Total expense 431.5 79.7 226.t
Other (expense) incon (4.3 (7.8) (1.7)
Pre-tax (loss) from continuing operatio $(385.9) $(47.2) $(137.9

Year Ended December 31, 2011 Compared to Year Hddeember 31, 2010

Real estate sales include sales of homes and hehasid other residential land. Cost of real estaltes includes direct costs (e.g.,
development and construction costs), selling castsother indirect costs (e.g., development ovetheapitalized interest, warranty and pro
administration costs). Resort and club revenuescastlof resort and club revenues include restiltgerations from the WaterColor Inn,
WaterColor and WaterSound Beach vacation rentarpros, four golf courses, marina operations andratflated resort activities. Other
revenues and cost of other revenues consist ptinadrbrokerage fees and rental operations.
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The following table sets forth the components of @al estate sales and cost of real estate sddded to homes and homesites:

Year Ended December 31, 201 Year Ended December 31, 201
Homes Homesite: Total Homes Homesite: Total
(Dollars in millions)
Sales $ 1.3 $ 10.€ $11.¢ $1.C $ 7k $ 8.5
Cost of sales
Direct costs 1.2 7.C 8.2 0.7 4.C 4.7
Selling costs 0.1 0.3 0.4 0.1 1.C 1.1
Other indirect cost 0.C 0.7 0.7 0.1 0.4 0.5
Total cost of sale 1.3 8.C 9.3 0.€ 54 6.3
Gross profil $— $ 26 $ 26 $0.1 $ 21 $22
Gross profit margit — 25% 22% 1C% 28% 26%
Units sold 2 131 13¢ 2 83 85

Home sales and home closings were constant du€ihg 2ompared to 2010. Homesite closings and rewingecased for the year ended
December 31, 2011 due to sales of homesites tonatand local homebuilders. The sales to the haittgys may generate additional
revenues and gross profit in future periods uperstie to the end-user. The gross profit margisabes of homesites decreased year-over-yeal
due to lower margins at our Breakfast Point Commyurdmpared to other primary community margins egpeed in 2010.

The following table sets forth homes and homesigdss activity by geographic region and properpety

Year Ended December 31, 20 Year Ended December 31, 20
Closec Cost o Gross Closet Cost o Gross
Units Revenue Sales Profit Units Revenue Sales Profit

(Dollars in millions)
Northwest Florida

Resort
Single-family homes 1 $ 0t $05 % 2 $ 1C $09 %01
Homesites 58 6.8 5.2 1.7 41 5.2 3.9 14
Primary
Single-family homes 1 0.8 0.8 — — — — —
Homesites 60 3.3 2.4 0.¢ 40 2.1 14 0.7
Northeast Florida
Single-family homes — — — — — — — —
Homesites 13 0.4 0.4 — 2 0.1 0.1 —
Total 133 $ 11¢ $93 $2¢€ 85 $ 8L $63 %22

For additional information about our residentiadjects, see the table “Summary of Land-Use Entilets1— Active St. Joe Residential
and Mixed-Use Projects” in the Business sectiorvabo

Our Northwest Florida resort and seasonal commesiticluded WaterColor, WaterSound Beach, Water§&daterSound West Beach,
WindMark Beach, RiverCamps on Crooked Creek, Sur@aep Beach and Wild Heron, while primary commusitiecluded Breakfast Point,
Hawks Landing and Southwood. RiverTown is our ddbrtheast Florida primary community.

In addition to adverse market conditions and impécim the Deepwater Horizon incident, the follogvfiactors contributed to the results
of operations shown above:

» For our Northwest Florida resort and seasonal conities, homesite closings and revenues increas2@lia as compared wi
2010 primarily due to the increased demand at oateVZolor and WaterSound West Beach commun

* In our Northwest Florida primary communities, hoiteeslosings and revenue increased in 2011 as cadpa 2010 due to sales
homebuilders some of which may generate additimmanues and gross profits in future periods uperstle to the e-users

* In our Northeast Florida primary community, homesitosings and revenue increased in 2011 as cothpa2)10 due to sales to
homebuilders at our RiverTown communi
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Resort and club revenues include revenue from thee¥Zolor Inn, WaterColor, WaterSound Beach anddMiark Beach vacation rental
programs and other resort and golf, club and mapwations. Resort and club revenues were $38li@mior the year ended December 31,
2011, with $34.9 million in related costs as coneglaio revenue totaling $29.4 million for the yeaded December 31, 2010, with $31.5
million in related costs. Revenues increased b $6llion primarily due to rate increases at thet@v&olor Inn and rate increases and higher
occupancy in the vacation rental programs. Theegme in costs was related to the increased occypanc

Other operating expenses include salaries and itgmafrketing, project administration, supportgeemel, other administrative expenses
and litigation reserves. Other operating expensae $14.2 million for the year ended December 81,12as compared with $23.9 million for
the year ended December 31, 2010. The decreagedfrfllion in operating expenses was primarily dmeeductions in employee costs,
marketing and homeowners association funding costsain warranty and other costs and real estagst

Impairment losses increased $356.2 million durig?as compared to 2010 which was primarily du¢oadoption of our new real
estate investment strategy. See Note 3 to the Nothe Consolidated Financial Statements.

We recorded restructuring charges in our residerg# estate segment of $0.7 million and $1.0iamliduring 2011 and 2010,
respectively, in connection with our 2011 and 2€d€ructuring programs.

Other expense decreased $3.5 million during 20Xbapared to 2010 which was primarily due to irsesxpense of $4.1 million in
2010 for litigation involving a contract disputdated to a 1997 purchase of land for our formetdfia Park Community, which was settled
and paid in 2011.

Year Ended December 31, 2010 Compared to Year Hddeember 31, 2009
The following table sets forth the components af real estate sales and cost of real estate sdbed to homes and homesites:

Year Ended December 31, 2010 Year Ended December 31, 2009
Homes Homesite: Total Homes Homesite: Total
(Dollars in millions)

Sales $1.C $ 75 $ 8.t $24.¢ $ 6.5 $31.z
Cost of sales

Direct costs 0.7 4.C 4.7 18.¢ 3.9 22.7

Selling costs 0.1 1.C 1.1 1.7 0.2 1.9

Other indirect cost 0.1 0.4 0.t 3.5 0.5 4.C
Total cost of sale 0.€ 54 6.3 24.C 4.6 28.€
Gross profil $ 0.1 $ 21 $ 22 $ 0.8 $ 189 $ 2.7
Gross profit margit 1C% 28% 26% 3% 29% 9%
Units sold 2 83 85 84 80 164

Home sales and home closings decreased during@dipared to 2009 primarily as a result of a deer@ashe inventory of finished
homes. The company has exited the homebuildingnbssito retail customers. As a result of this sgthomesite closings and revenues
increased for the year ended December 31, 201@odsedes of homesites to national and local hon@érs. The sales to the homebuilders
generate additional revenues and gross profitturéuperiods upon the sale to the end-user. Thesgrmfit margin on sales of homesites
remained constant year-over-year.

Although not included in the homes and homesitetetaeal estate sales include land sales of $0l@mwith related cost of sales of
$0.1 million for the year ended December 31, 201 @009, land sales and land cost of sales of $2@libn were included in real estate sales.
The 2009 real estate revenues and cost of salegstesh primarily of $12.5 million at SevenShores) # million at Victoria Park (excluding
$0.6 million of golf course revenues and cost ¢ésawhich are included in discontinued operatiars) $2.8 million of Saussy Burbank
property previously received in a note receivaelfiement.
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The following table sets forth homes and homesitessactivity by geographic region and propertyetyp

Year Ended December 31, 201 Year Ended December 31, 200
Closec Cost of Gross Closec Cost of Gross
Units Revenue Sales Profit Units Revenue Sales Profit

(Dollars in millions)
Northwest Florida

Resort
Single-family homes 2 $ 1C $0¢98 ¢$o01 23 $ 10.¢ $104 %04
Homesites 41 5.3 3.9 14 25 3.5 2.6 0.9
Primary

Single-family homes — — — — — — — —

Homesites 40 2.1 14 0.7 12 1.0 0.3 0.7
Northeast Florida

Single-family homes — — — — 2 0.6 0.5 0.1

Homesites 2 0.1 0.1 — — — — —
Central Florida

Single-family homes — — — — 15 3.5 34 0.1

Multi-family homes — — — — 32 7.3 7.2 0.1

Townhomes — — — — 12 2.6 2.5 0.1

Homesites — — — — 43 2.C 1.7 0.3
Total 85 $ 85 $63 $2.2 164 $ 31.z2 $28.6 $2.7

In addition to adverse market conditions and impécm the Deepwater Horizon incident, the follogvfiactors also contributed to the
results of operations shown above:

» For our Northwest Florida resort and seasonal conities, home closings and revenues decreased i @9tompared with 2009
primarily due to the reduction in inventory of hosres a result the company’s exit from the homemgléusiness. WaterSound
West Beach and SummerCamp Beach communities edobnieesale of a home during 20

* In our Northwest Florida primary homesite closiagsl revenue increased in 2010 as compared to 2898dsales to homebuilde
some of which may generate additional revenueggaosts profits in future periods upon the sale &dh-users

* In our Northeast Florida communities no homes vemadlable for sale as we sold our last remainingd&d the St. Johns Golf and
Country Club community in 200

* In our Central Florida communities the remainingitable product was sold at the Artisan Park comitgiduring 2009

Resort and club revenues were $29.4 million foryther ended December 31, 2010, with $31.5 milliorelated costs as compared to
revenue totaling $29.7 million for the year endest®mber 31, 2009, with $32.3 million in relatedtsoRevenues decreased by $0.3 million as
a result of the oil spill from the Deepwater Horzacident in the Gulf of Mexico partially offseytincreased golf club revenues generated by
opening certain courses to public play. Cost obrteand club revenues decreased $0.8 million asatrof more efficient operation of our
resorts and clubs.

Other operating expenses were $23.9 million foryéer ended December 31, 2010 as compared witl® $30ion for the year ended
December 31, 2009. The decrease of $6.9 milliavpirating expenses was primarily due to reductioesnployee costs, marketing and
homeowners association funding costs, certain wart@nd other costs and real estate taxes. Theawewas partially offset by a $4.9 million
reserve for litigation involving a contract dispuédated to a 1997 purchase of land for our forifietoria Park Community.

We recorded restructuring charges in our residerg# estate segment of $1.0 million and $0.9iamliduring 2010 and 2009,
respectively, in connection with our corporate twpeadters relocation.

Other expense increased $6.7 million during 201€oaspared to 2009 which was primarily due to irdeexpense of $4.1 million relat
to the litigation reserve as discussed above amddsser extent, interest expense related to CantyriDevelopment District notes (“CDD”) in
our Southwood and Rivertown communities which wasitalized in 2009, but not in 2010.
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Discontinued Operations

In December 2009, we sold our remaining propertietioria Park, including the Victoria Hills Golfl@b. In addition, we sold St. Johns
Golf and Country Club during December 2009. We hdassified the operating results associated vhiéise golf courses as discontinued
operations as the golf courses had identifiablé flasvs and operating results. Included in 2002 adlitinued operations are $6.9 million and
$3.5 million (pre-tax) of impairment charges to epgmate fair value, less costs to sell, relatethtosales of the Victoria Hills Golf Club and
St. Johns Golf and Country Club, respectively.

The table below sets forth the operating resultsusfdiscontinued operations for the periods shown.

Years Ended December 31,

_2011 2010 2009
(In millions)

Victoria Hills Golf Club— Residential Segmer
Aggregate revenue $— $— $ 2
Pre-tax (loss) — — (7.€)
Income tax (benefit — — (3.0
(Loss) from discontinued operatio $— $— $ (4.6
St. Johns Golf and Country Cl— Residential Segmer
Aggregate revenue $— $— $ 2.6
Pre-tax (loss) — — (3.9
Income tax (benefit — — (1.3
(Loss) from discontinued operatio $— $— $(2.])
Total (loss) from discontinued operatic $— $— $ (6.7)

Commercial Real Estate

Our commercial real estate segment plans, devalog®ntitles our land holdings for a broad rangeet#il, office, hotel, industrial and
multi-family uses. We sell or lease and develop warcial land and provide development opportuniisesiational and regional retailers as
well as strategic partners in Northwest Florida. &l offer land for commercial and light indudttiaes within large and small-scale
commerce parks, as well as for multi-family remadjects. Consistent with residential real estde markets for commercial real estate,
particularly retail, remain weak.

The table below sets forth the results of the eariig operations of our commercial real estate segifor the years ended December 31,
2011, 2010 and 2009.

Years Ended December 31,

2011 _2010 2009
(In millions)
Revenues
Real estate sal $ 3.7 $44 $7.C
Other revenue 0.5 0.2 0.5
Total revenue 4. 4.6 7.5
Expenses
Cost of real estate sall 1.7 1.C 4.3
Cost of other revenue 0.€ — —
Other operating expens 4.¢ 6.C 3.
Depreciation and amortizatic 0.3 — 0.1
Restructuring charg 1.€ 0.1 0.€
Impairment losse 16.: — —
Total expense 25.2 7.1 8.¢
Other income 1.C 1.2 0.S
Pre-tax loss from continuing operatio $(20.2) $(1.9 $0.5
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Similar to the markets for residential real esttite,markets for commercial real estate have egpeeid a significant downturn. In
addition to the negative effects of the prolongediaturn in demand for residential real estate, cential real estate markets have also been
negatively affected by the prolonged weakness@fiitneral economy and continuing uncertainty atteuGulf Coast region as a result of the
Deepwater Horizon incident.

Much of our current commercial real estate actiistfocused on the opportunities presented by theethwest Florida Beaches
International Airport, which opened in May 2010 asdurrounded by our properties in the West Bagt@eDuring 2011, we entered into a
build-to-suit lease with ITT Corporation for a 10.8 acre sit VentureCrossings. Construction is expectdtoompleted in late 2012 with re
commencing in early 2013. We also entered intoilatia-suit with Hardees for a 0.9 acre site in aa City Beach. Construction is expected
to be completed in the first quarter of 2012 wightrcommencing in the second quarter of 2012. Woonpletion of the construction, we will
own these facilities and collect ground and buidient under long-term leases. Late in the secoiagter of 2011, we began collecting rent
from the build-tosuit lease with CVS Pharmacy in Port St. Joe anemee from the three hundred space covered paf&ailiy at the entranc
to the Northwest Florida Beaches International ditpThese projects will contribute to our recugrivenue going forward.

Real Estate SalesCommercial land sales for the three years endegiber 31, 2011 included the following:

Number of Acres Average Price Gross Profit
Gross
Sales Sold Per Acre Proceeds Revenue on Sales
Period (In millions) (In millions) (In millions)
2011 7 9 $363000 $ 31 $ 37d $ 2C
2010 4 18 $ 237,00( $ 4.4 $ 4.4 $ 34
2009 8 29 $ 22700 $ 66 $ 7Cb) $  2.7b)

(@) Includes $0.6 million of revenue related to a fiefe deposit retained upon cancellation of a sedegract.
(b) Includes previously deferred revenue and gain tesshased on percenti-of-completion accounting, of $0.4 million and $0.1lioi,
respectively

During 2011, our commercial segment had sevendates involving a total of nine acres at an avepa@ge of $363,000 per acre. The
change in average pacte prices reflects a change in the mix of comiaklend sold in each period, with varying compiosis of retail, office
light industrial, multi-family and other commerciades.

Included in 2010 real estate sales was a 10 alréns@/alton County to Wal-Mart for $2.5 million hEre were three additional
commercial sales in Northwest Florida for a tofagight acres at an average price of $158,000 grex. a

Other revenues primarily relate to lease incomea@aged with the long-term lease with the CVS imtF&1. Joe and revenues generated
from our covered parking facility at the Northw&sbrida Beaches International Airport.

Impairment losses during 2011 are primarily dutheoadoption of the new real estate investmentegtya See Note 3 to the Notes to the
Consolidated Financial Statements.

Other income during 2011, 2010, and 2009 incluggsaimately $0.7 million of recognized gain prewsty deferred associated with
three buildings sold in 2007 which we had a satbleaseback arrangement with the buyer.

Rural Land Sales

Our rural land sales segment markets and sellstadidand of varying sizes for rural recreatior@nservation and timberland uses. The
land sales segment prepares land for sale for theethrough harvesting, thinning and other siltice practices, and in some cases, limited
development. While we have reduced our offeringsuddl land, like residential and commercial laddmand for rural land has also decline
a result of the current difficult market conditions

The table below sets forth the results of operatimiour rural land sales segment for the threesyeladed December 31, 2011.
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Years Ended December 31

2011 2010 2009
(In millions)

Revenues

Real estate salt $4C $25.¢ $14.:
Expenses

Cost of real estate sal 0.2 1.C 15

Other operating expens 1.3 2.7 3.3

Depreciation and amortizatic — — 0.1

Restructuring charg 0.2 0.8 0.1

Impairment losse — — —

Total expense 1.7 4.t 5.C

Other income 0.3 0.8 0.7
Pre-tax income from continuing operatio $26 $222 $10.C

Rural land sales for the three years ended DeceBihed011, are as follows:

Number Number of Average Price
Gross Sale: Gross
of Sales Acres per Acre Price Profit

Period (In millions) (In millions)
2011 4 25¢ $ 13,37« $ 305 $ 3.3
2010 13 60¢€ $ 4,897 $ 3.C $ 2.€
2009 13 6,967 $ 2,05¢ $ 14: $ 12:¢

In recent years, our revenue from rural land sadessignificantly decreased as a result of oursitatito sell only non-strategic rural land
and to principally use our rural land resourcesréate sources of recurring revenue, as well as ffeclines in demand and pricing for rural
land due to difficult current market conditions.2@11, we continued to minimize the sale of ruaald at todays depressed prices and expec
continue this strategy in 2012. We may howevey, oal rural land sales as a significant source wémae and cash in the future. In 2009, we
began selling wetland mitigation credits to thiattes from our two federal and state wetland raitn banks. We own and operate these two
wetland mitigation banks and by conducting cerfaegscribed land management and timbering activitiesenhance and restore the wetlands
in these banks, we are allowed to sell creditsé¢hable third parties to obtain environmental pesgrinom the federal and state regulatory
authorities.

During 2011, we closed four land transactions togaP59 acres at an average price of $13,374 peraad sold 7.08 mitigation credits
for $70,339 per credit generating $0.5 million@venue. Average sales prices per acre vary aceptditne characteristics of each particular
piece of land being sold and its highest and bsst As a result, average prices will vary from pagod to another.

During 2010, we also conveyed 2,148 acres to thedd Department of Transportation (“FDOT") as p&rbur approximate 3,900 acre
sale to FDOT in 2006. As a result, we recognize@l&2nillion of previously deferred revenue and gafii$20.2 million on this transaction.
There was an additional $0.4 million of sales aath gecognized during 2010 from other deferredssals well as $0.4 million from an
easement. Also included in real estate sales fb® 2¢as $1.4 million related to the sale of 21 naitign bank credits at an average sales pri
$68,333 per credit.

Forestry

Our forestry segment focuses on the managemertiamdsting of our extensive timber holdings. Wengrbarvest and sell sawtimber,
wood fiber and forest products and provide land aga@ment services for conservation properties. Iri 28n inventory of all our pine
plantations was completed and a new software platfeas implemented to facilitate management oftinal land holdings on a sustainable
basis with regard to asset and harvest levels.€Timggatives for the forestry segment have enalihedmarketing of products to more diverse
customers and the focus on market development.plasmade available approximately 70,000 acresnidtiple uses including timber
management on land previously held back from silize activities. On February 27, 2009, we congilehe sale of the inventory and
equipment assets of Sunshine State Cypress. Thksre§operations for Sunshine State Cypressetréogth below as discontinued operations.
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The table below sets forth the results of our caritig operations of our forestry segment for thergeended December 31, 2011, 2010
and 20009.

Years Ended December 31

2011 2010 2009
(In millions)
Revenues
Timber sales $86.7 $28.& $26.€
Expenses
Cost of timber sale 22.¢ 20.z 19.1
Other operating expens 1.8 2.C 2.C
Depreciation and amortizatic 5.C 2.1 2.3
Restructuring charg 0.1 0.2 0.1
Total expense 29.¢ 24.5 23.t
Other income 2.1 2.C 1.7
Pre-tax income from continuing operatio $59.C $ 63 $ 48

RockTenn has a Panama City mill which is the largeasumer of pine pulpwood logs within the imméeliarea in which most of our
timberlands are located. In November 2010, we edtatto a new wood fiber supply agreement with SitaStone, which was recently
acquired by RockTenn, (the “Wood Fiber Supply Agneet”). The new agreement replaces an agreemenvéhantered into in July 2000 and
that was scheduled to expire in June 2012. Salésruhe wood fiber supply agreement with RockTerenen$15.6 million (609,000 tons)
compared to $15.0 million (683,000 tons) in 2016 &&4.9 million (701,000 tons) in 2009. During 20k delivered fewer tons to RockTenn
under the fiber agreement while the sales pricégremcreased.

Open market sales totaled $16.3 million (616,008)Y@s compared to $12.8 million (500,000 tondh0 and $11.1 million (544,000
tons) in 2009. This increase in revenue for operkaetaales of $3.5 million or 27% was a resultirecrease in log sales volume and an
increase in the sales price per ton to RockTenn.

On March 31, 2011, we entered into a $55.9 miligneement for the sale of a timber deed which divegpurchaser the right to harvest
timber on specific tracts of land (encompassin®@4ab acres) over a maximum term of 20 years (thentEr Agreement”). As part of the
agreement, we also entered into a Thinnings Sulsgigement to purchase first thinnings of timbeitded in the timber deed at fair market
value from the investment fund. We recognized reeeof $54.5 million related to the timber deed @12, with $1.4 million recorded as an
imputed lease to be recognized over the life oftithéer deed. The resulting ptax gain on this timber deed transaction, net of o sales an
depletion of $4.2 million was $50.3 million.

Our 2011, 2010 and 2009 revenues included $0.3mji$0.5 million and $0.6 million, respectivelglated to revenue we received for
land management services. The 2010 revenue alkmlé@w$0.6 million related to the Biomass Crop s&sice Program sponsored by the
federal government during the first four month2010.

Gross margins as a percentage of revenue, excltitgnggmber deed transaction, were 32% in 2011, 802010 and 28% in 2009. The
increase in margins from 2011 over 2010 was ateéan increase in revenues related to the figeeement, a decrease in timber inventory
costs offset by an increase in costs to purchasetiinnings from the Thinnings Supply Agreememtcacted in 2011. The increase in margin
from 2010 to 2009 was a result of an increaselesgarice per ton partially offset by an increaseast of sales of $1.1 million due primarily to
expenditures made to collect timber inventory aettaur timberlands.

Other income consists primarily of income from hingteases.

On February 27, 2009, we sold our remaining invenémd equipment assets related to our Sunshirne Sigress mill and mulch plant
for $1.6 million. We received $1.3 million in caahd a note receivable of $0.3 million. The balasiciéne note was paid in the first quarter
2011. The sale agreement also included a long{eaee of a building facility which was cancelledidil 1.
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Discontinued operations related to the sale of BinesState Cypress for the three years ended Demedih 2011 are as follows:

2011 2010 2009
(In millions)

Sunshine State Cypre— Forestry Segmet
Aggregate revenue $— $1.7

$—
Pre-tax (loss) — — (0.9
Pre-tax gain on sal — — 0.1

$—

Income tax (benefit — (0.2)
(Loss) from discontinued operatio $— $(0.2)

Liquidity and Capital Resources

We used cash during 2011 primarily for operatioastructuring costs, litigation costs, real estieelopment and payments of property
taxes.

As of December 31, 2011, we had cash and cashadgqote of $162.4 million, compared to $183.8 millas of December 31, 2010. Our
decrease in cash and cash equivalents in 2011 filsimelates to our operating activities as desedilbelow.

We invest our excess cash primarily in bank deasibunts, government-only money market mutual $ustort term U.S. treasury
investments and overnight deposits, all of whightzighly liquid, with the intent to make such furrdadily available for operating expenses
and strategic long-term investment purposes.

On June 28, 2011, the Company notified Branch Bankind Trust Company that it was exercising ithtrig early terminate the $125
million revolving credit facility which was scheau to mature on September 19, 2012. The terminatameffective on July 1, 2011. The
Company did not incur any prepayment penaltie®imection with the early termination of the Creflifreement.

We believe that our current cash position and aticiated cash flows will provide us with suffioieliquidity to satisfy our currently
anticipated working capital needs and capital egfares.

We have commitments to incur approximately $33.6ioniin capital expenditures during 2012. Thespitzd expenditures primarily
relate to development of our residential and coneiakreal estate projects, construction of amesigiethese facilities and the construction of a
new build-to-suit facility and flex warehouse atritigre Crossings.

We have entered into a strategic alliance agreemigmtSouthwest Airlines to facilitate low-fare @ervice to the new Northwest Florida
Beaches International Airport. We have agreed itolvarse Southwest Airlines if it incurs losses tnservice at the new airport during the 1
three years of service by making break-even paysné@iere has been no reimbursement required dieceffective date of the agreement in
May 2010.

On March 31, 2011, we entered into the Timber Agrest which gives the purchaser the right to hartiegier on specific tracts of land
(encompassing 40,975 acres) over a maximum ter2Q gears. As part of the agreement, we also entetedhe Thinning Supply Agreement
to purchase first thinnings of timber includedlie timber deed at fair market value from the investt fund. During 2011, we purchased
approximately $1.2 million of first thinnings.

Cash Flows from Operating Activities

Cash flows related to assets ultimately planndakteold, including residential real estate develepnand related amenities, sales of
undeveloped and developed land by the rural laled sgment, our timberland operations and lanéldped by the commercial real estate
segment, are included in operating activities @ngtatement of cash flows.
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Net cash used in operations was $(9.8) millionrp@011. Total capital expenditures for our residéneal estate segment in 2011 were
$12.1 million. Additional capital expenditures iQ22 totaled $16.2 million and primarily relatedcmmmercial real estate development.

The expenditures relating to our residential rethte and commercial real estate segments weraugirfor site infrastructure
development, general amenity construction, and cervial land development. We expect our 2012 capitpkenditures to increase slightly
compared with 2011 levels primarily at RiverTowmeBkfast Point and for the development of Ventuos€ings Enterprise Centre. Howeve
portion of this spending is discretionary and willy be spent if the risk adjusted return warrawie. anticipate that future capital commitme
will be funded through our cash balances, and dioersa

During 2011, we spent $11.5 million related to timee termination benefits to employees under ourl2@structuring program and our
2010 and 2009 restructuring and relocation prograifesalso spent $9.4 million on a previously acdrliigation settlement over a contract
dispute concerning one of our former residentiahcwnities.

Cash Flows from Investing Activities
Net cash used in investing activities was $(2.1)ioniin 2011 and was primarily for the purchaseodperty, plant and equipment.

Cash Flows from Financing Activities

Net cash used in financing activities was $(9.9)ioni in 2011. Cash used in financing activitie2iil1 resulted primarily from a
contribution to the East San Marco joint ventunetfee purpose of paying off the joint venture’s tabd the payment of taxes related to
employees’ stock-based compensation.

CDD bonds financed the construction of infrastroetimprovements at several of our projects. Thegpal and interest payments on the
bonds are paid by assessments on, or from salesqats of, the properties benefited by the improvesnanced by the bonds. We have
recorded a liability for CDD debt that is assoaigéth platted property, which is the point at whihe assessments become fixed or
determinable. Additionally, we have recorded ailigbfor the balance of the CDD debt that is asated with unplatted property if it is
probable and reasonably estimable that we wilingdtely be responsible for repaying either as tlopgnty is sold by us or when assessed to us
by the CDD. Accordingly, we have recorded debt2@.8 million related to CDD debt as of DecemberZ111. Total outstanding CDD debt
was $56.8 million at December 31, 2011.

For 2011, 179,221 shares worth $4.8 million wereendered by executives for the cash payment @fstalsie on exercised stock options
and vested restricted stock.

Off-Balance Sheet Arrangements

During 2008 and 2007, we sold 79,031 acres and2B&0res, respectively, of timberland in exchamgel6-year installment notes
receivable in the aggregate amount of $108.4 milind $74.9 million, respectively. The installmentes are fully backed by irrevocable
letters of credit issued by Wachovia Bank, N.A.vreosubsidiary of Wells Fargo & Company). We cdnited the installment notes to
bankruptcy remote qualified special purpose estifidhe entities’ financial position and results mo¢ consolidated in our financial statements.

During 2008 and 2007, the entities monetized $168ldon and $74.9 million, respectively, of indrakent notes by issuing debt securi
to third party investors equal to approximately 96Pthe value of the installment notes. Approxinha®&96.1 million and $66.9 million in net
proceeds were distributed to us during 2008 and 2@3pectively. The debt securities are payaldysout of the assets of the entities and
proceeds from the letters of
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credit. The investors in the entities have no reseagainst us for payment of the debt securitieslated interest expense. We have recorded «
retained interest with respect to all entities d®F million for all installment notes monetizedabgh December 31, 2011, which value is an
estimate based on the present value of futureft@sh to be received over the life of the instalithaotes, using management'’s best estimates
of underlying assumptions, including credit riskdanterest rates. In accordance with ASC 3a%estments — Other, Subtopic 40 — Beneficial
Interests in Securitized Financial Ass, fair value is adjusted at each reporting datenybased on management’s assessment of current
information and events, there is a favorable orasky change in estimated cash flows from cash fioegiously projected. We did not record
any adjustments as a result of changes in previqusjected cash flows during 2011.

Contractual Obligations and Commercial CommitmergsDecember 31, 2011

Payments Due by Period

Less Thar More Than
Total 1 Year 1-3 Years 3-5 Years 5 Years
Contractual Cash Obligations(1) (In millions)
Debt(2)(3) $ 53.t $ 2¢C $ 3.1 $ 18.2 $ 30z
Interest related to community development disttiiht(3) 25.2 2.C 4.2 4.2 15.C
Purchase obligations(: 16.1 15.€ 0.t — —
Operating lease 5.1 0.5 0.7 0.4 3.5
Total Contractual Cash Obligatio $100.1 $ 20.1 $ 8E $ 22:¢ $ 48.7

(1) Excludes standby guarantee liability of $0.8 miili

(2) Includes debt defeased in connection with the afateir office building portfolio in the amount 0238.3 million, which will be paid b
pledged treasury securitie

(3) These amounts do not include additional CDDgaltions associated with unplatted properties @natot yet fixed and determinable or
that are not yet probable or reasonably estimi

(4) These aggregate amounts include individual corgtiacéxcess of $0.1 milliol

Amount of Commitment Expirations per Period

Total Amounts Less Thar More Than
Committed 1 Year 1-3 Years 3-5 Years 5 Years
Other Commercial Commitments (In millions)
Surety bond: $ 15.7 $ 15.7 $ — $ — $ —
Standby letters of crec 0.8 0.8 — — —
Total Commercial Commitmen $ 16.E $ 16.F $ — $ — $ —

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

The table below presents principal amounts ande@laeighted average interest rates by year of niyator our long-term debt. The
weighted average interest rates for our fixed-l@tg-term debt are based on the actual rates Beaémber 31, 2011.

Expected Contractual Maturities

Fair
2012 2013 2014 2015 2016 Thereafter Total Value
($ in millions)
Long-term Debt
Fixed Rate(1 $— & $ - $—- $ 30z $30.2 $30.2
Witd. Avg. Interest Rat — — — — — 6.9% 6.9%

We estimate the fair value of long-term debt basedurrent rates available to us for loans of #ae remaining maturities. As the table
incorporates only those exposures that exist &eoémber 31, 2011, it does not consider exposurpesitions that could arise after that date.
As a result, our ultimate realized gain or losd dépend on future changes in interest rates anlehaalues.

(1) Excludes $23.3 million of defeased debt as the Gomjoears no market ris
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Iltem 8.  Financial Statements, Supplementary Da

The Financial Statements and related notes on pa@e® F-38 and the Report of Independent Regidt®ublic Accounting Firm on
page F-1 are filed as part of this Report and ipo@ted by reference.

ltem 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosure
None.

Item 9A. Controls and Procedure

(a) Evaluation of Disclosure Controls and Procedsir®ur Chief Executive Officer and Chief Financiafioér have evaluated the
effectiveness of the Company'’s disclosure contaald procedures (as such term is defined in Rulaslb8) and 15d-15(e) under the
Exchange Act as of the end of the period coverethisyreport. Based on this evaluation, our Chiefctitive Officer and Chief Financial
Officer have concluded that, as of the end of #éog covered by this report, our disclosure cdatamd procedures were effective.

(b) Changes in Internal Control Over Financial RepoginDuring the quarter ended December 31, 2011 there wo changes in our
internal controls over financial reporting that banaterially affected, or are reasonably likelyrtaterially affect, our internal controls over
financial reporting.

(c) Management’s Annual Report on Internal Control Orancial Reporting.

Management of the Company is responsible for estaby and maintaining adequate internal contr@rdinancial reporting as defined
in Rules 13a-15(f) and 15d-15(f) under the Exchafgle The Company’s internal control over finanaigporting is designed to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipleez The Company’s internal control over finahe&porting includes those policies and
procedures that:

(i) pertain to the maintenance of records thateasonable detail, accurately and fairly refleettitansactions and dispositions of
assets of the Company;

(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in
accordance with generally accepted accounting iples; and that receipts and expenditures of themg2my are being made only in
accordance with authorizations of management ardtdirs of the Company; and

(iii) provide reasonable assurance regarding premeior timely detection of unauthorized acquisitioise or disposition of the
Company’s assets that could have a material effethe financial statements.

Management assessed the effectiveness of the Cghspaternal control over financial reporting as afd@mber 31, 2011. In making t
assessment, management used the criteria desaribedrnal Control — Integrated Framewoigsued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Based on our assessment and those criteria, marageoncluded that our internal control over finahreporting was effective as of
December 31, 2011. Management reviewed the resiulkeir assessment with our Audit Committee. Ttieativeness of our internal control
over financial reporting as of December 31, 2014 heen audited by KPMG LLP, an independent regdtpublic accounting firm, as statec
their attestation report which is included below.
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(d) Attestation Report of Independent Registered Putdimounting Firm.

The Board of Directors and Stockholders
The St. Joe Company:

We have audited The St. Joe Company’s internakaebaver financial reporting as of December 31, 2(dased on criteria established in
Internal Control — Integrated Framework issuedhr®y Committee of Sponsoring Organizations of thedweay Commission (COSO). The St.
Joe Company’s management is responsible for maingaeffective internal control over financial reping and for its assessment of the
effectiveness of internal control over financigboeting, included in the accompanying Managemefitisual Report on Internal Control Over
Financial Reporting. Our responsibility is to exggen opinion on the Company’s internal controlrdwencial reporting based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversightri@id@nited States). Those
standards require that we plan and perform thet amidbtain reasonable assurance about whethetigfenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operafiiectiveness of internal control based on
the assessed risk. Our audit also included perfaymiich other procedures as we considered necésghgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thagté€ttain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabturance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

In our opinion, The St. Joe Company maintaine@llimaterial respects, effective internal contretofinancial reporting as of
December 31, 2011, based on criteria establishédémal Control — Integrated Framework issuedh®y Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of The St. Joe Conmgrahgubsidiaries as of December 31, 2011 and 20ithe related consolidated statem
of operations, changes in equity, and cash flonefamrh of the years in the three-year period endastber 31, 2011 and our report dated
February 23, 2012, expressed an unqualified opiaiothose consolidated financial statements.

/s KPMG LLP

Certified Public Accountants
Miami, Florida
February 27, 2012
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Item 9B.  Other Information.
None.
PART Il
Iltem 10.  Directors, Executive Officers and Corporate Govene

The items required by Part Ill, Item 10 are incogted herein by reference from the Registrant'sy?&tatement for its 2012 Annual

Meeting of Shareholders to be filed on or beforeilA30, 2012.

ltem 11.  Executive Compensatio

The items required by Part 1ll, Item 11 are incogted herein by reference from the Registrant’sy?&tatement for its 2012 Annual

Meeting of Shareholders to be filed on or beforeiligD, 2012.

Iltem 12.

Security Ownership of Certain Beneficial Owners atdanagement and Related Stockholder Matt:

Information concerning the security ownership ataie beneficial owners and of management is g¢h fander the caption “Security
Ownership of Certain Beneficial Owners, Directonsl &xecutive Officers” in our proxy statement asdhicorporated by reference in this Part

Equity Compensation Plan Information

Our shareholders have approved all of our equitygeEnsation plans. These plans are designed teefuatiyn our directors’ and

management’s interests with our long-term perforceaand the long-term interests of our shareholders.

The following table summarizes the number of shafesir common stock that may be issued under quityecompensation plans as of

December 31, 2011:

Number of
Securities
Remaining
Available for
Future
Issuance
Number of Under
Securities Weighted- Equity
to be Issuec Average Compensatior
Upon Exercise
Exercise of Price of Plans
Outstanding Outstanding (Excluding
Securities
Options, Options, Reflected
Warrants Warrants in the First
Plan Category and Rights and Rights Column)
Equity compensation plans approved by securitydrsid 147,52¢ $ 48.0C 1,514,08!
Equity compensation plans not approved by sechdtgers — — —
Total 147,52! $ 48.0C 1,514,08!

For additional information regarding our equity quensation plans, see Note 2, Basis of PresentatidrSignificant Accounting Policies

to the Consolidated Financial Statements undehdtagling, “Stock-Based Compensation.”

Item 13.  Certain Relationships and Related Transactions abitector Independenct

Information concerning certain relationships andtesl transactions during 2011 and director inddpane is set forth under the captions
“Certain Relationships and Related Transactiongl &irector Independence” in our proxy statemettisTinformation is incorporated by

reference in this Part 1.
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Iltem 14.  Principal Accounting Fees and Service

Information concerning our independent registenalolip accounting firm is presented under the captidudit Committee Information”
in our proxy statement and is incorporated by exfee in this Part IIl.
PART IV

Iltem 15. Exhibits and Financial Statement Schedu
(2)(1) Financial Statements

The financial statements listed in the accompanyidgx to Financial Statements and Financial StaterS8chedule and Report of
Independent Registered Public Accounting Firm éeel fas part of this Report.
(2) Financial Statement Schedule

The financial statement schedule listed in the aqmanying Index to Financial Statements and FindiStetement Schedule is filed as
part of this Report.

(3) Exhibits
The exhibits listed on the accompanying Index tbikits are filed or incorporated by reference as phthis Report.
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Exhibit

Number

3.1

3.2

4.1

4.2

10.1

10.2

10.3

10.4

10.5*

10.6

10.7

10.7a

10.8

10.9

10.10

10.11

INDEX TO EXHIBITS

Description

Restated and Amended Articles of Incorporatiorhefregistrant, as amended (incorporated by referenExhibit 3.1 of the
registran’s Quarterly Report on Form -Q for the quarter ended June 30, 20.

Amended and Restated Bylaws of the registrant {parated by reference to Exhibit 3.1 to the regisfls Current Report on
Form &K filed on March 4, 2011)

Shareholder Protection Rights Agreement dated Reprlb, 2011 by and between the registrant and f&aeiStock Transfer ¢
Trust Company, LLC, including the Form of Right @fgzate attached as Exhibit A thereto (incorpodalty reference to
Exhibit 4.1 of the registra’s Current Report on Forn-K filed on February 17, 2011

Amendment No. 1 to Shareholder Protection RightseAment dated March 4, 2011 by and between thetragi and American
Stock Transfer & Trust Company, LLC (incorporatedréference to Exhibit 4.1 to the registrant’s @atrReport on Form 8-K
filed on March 4, 2011

Credit Agreement dated September 19, 2008 by amh@rthe registrant, Branch Banking and Trust Compas agent an
lender, Deutsche Bank Trust Company Americas,radeleand BB&T Capital Markets, as lead arrange%Hhillion credit
facility), including all exhibits and schedules té®, as amended by the First Amendment dated @c&) 2008, Second
Amendment dated February 20, 2009, Third Amendrdated May 1, 2009, Fourth Amendment dated OctobePA09 and
Fifth Amendment dated December 23, 2009 (incorparaty reference to Exhibit 10.1 to the registra@tisrterly Report on
Form 1(-Q for the quarter ended September 30, 2C

Sixth Amendment to Credit Agreement dated Januar2@11 by and among the registrant, Branch Ban&imgTrust Company,
as agent and lender, and Deutsche Bank Trust Comfraericas, as lender (incorporated by referendextabit 10.1 to the
registran’s Current Report on Forn-K filed on January 12, 2011

Strategic Alliance Agreement for Air Service da@ckober 21, 2009 by and between the registranSanhwest Airlines Co.
(incorporated by reference to Exhibit 10.7 of thgistrant’s Annual Report on Form 10-K for the yeaded December 31,
2009).

Master Airport Access Agreement dated NovembeB20 by and between the registrant and the Pandty-Bay County
Airport and Industrial District (the “Airport Distit”) (including as attachments the Land Donatiagrédement dated August 22,
2006, by and between the registrant and the Aifpistrict, and the Special Warranty Deed dated Madwer 29, 2007, granted
St. Joe Timberland Company of Delaware, LLC toAlvport District) (incorporated by reference to Hhbih 10.1 to the
registran’s Current Report on Forn-K filed on November 30, 2010

Pulpwood Supply Agreement dated November 1, 2018noybetween St. Joe Timberland Company of DelgvakeC. and
Smurfit-Stone Container Corporation (incorporatgddference to Exhibit 10.5* to the registrant’snial Report on Form 10-K
for the year ended December 31, 20:

Letter Agreement dated April 6, 2009 by and amdmgregistrant, Fairholme Funds, Inc. and Fairhalapital Management,
L.L.C. (incorporated by reference to Exhibit 10lthe registrars Current Report on Forn-K filed on April 7, 2009)

Termination Letter dated January 12, 2011 by andrenthe registrant, Fairholme Funds, Inc. and e#inke Capita
Management, L.L.C. (incorporated by reference thikik 10.2 to the registrant’s Current Report omA@-K filed on
January 12, 2011

Stockholder Agreement dated September 14, 201hthypatween the registrant, Fairholme Capital Mamegg, LLC and
Fairholme Funds, In¢

Form of Executive Employment Agreement (incorpaiatg reference to Exhibit 10.4 to the registragiigrent Report on
Form &K filed on July 31, 2006

Form of First Amendment to Executive Employment égment (regarding Section 409A compliance incotedray referenc
to Exhibit 10.17 to the registré s Annual Report on Form -K for the year ended December 31, 20(

Second Amendment to Employment Agreement of Wnttd@riGreene dated February 15, 2008 (incorporayagference t
Exhibit 10.1 to the registre’'s Current Report on Forn-K filed on February 19, 2008

Form of Amendment to Executive Employment Agreenfezdarding additional Section 409A compliance eralt(incorporate
by reference to Exhibit 10.12 to the regist’s Annual Report on Form -K for the year ended December 31, 20(
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10.12

10.1¢

10.14

10.1¢

10.1€

10.17

10.1€

10.1¢

10.2C

10.21

10.2zZ

10.2¢

10.24

10.2¢

10.2¢

10.27

10.2¢

10.2¢€

10.3C

10.31

10.32

10.3¢

10.34

10.3¢

Letter Agreement regarding relocation benefits ddtarch 16, 2010 by and between the registraniemd Britton Greene
(incorporated by reference to Exhibit 10.1 to tbgistran’s Current Report on Forn-K filed on March 17, 2010

Letter Agreement regarding relocation benefits didene 14, 2010 by and between the registrant astyBozman (incorporated |
reference to Exhibit 10.13 to the regist’s Annual Report on Form -K for the year ended December 31, 20:

Director¢ Deferred Compensation Plan, dated December 28, @d€drporated by reference to Exhibit 10.10 torigistran’s
Registration Statement on Forr-1 (File 33:-89146)).

Deferred Capital Accumulation Plan, as amendedrasidited effective December 31, 2008 (incorporbyeceference to
Exhibit 10.15 to the registre’s Annual Report on Form -K for the year ended December 31, 20(

Supplemental Executive Retirement Plan, as ameadédestated effective December 31, 2008 (incotpdray reference to
Exhibit 10.16 to the registre’s Annual Report on Form -K for the year ended December 31, 20(

2009 Employee Stock Purchase Plan (incorporataéfieyence to Exhibit 99.1 to the registrant’'s Regign Statement on Form S-8
(File 33:-160916)).

1997 Stock Incentive Plan (incorporated by refegetiacExhibit 10.21 to the registr’s Registration Statement on Fori-1 (File
33:-89146)).

1998 Stock Incentive Plan (incorporated by refegetiacExhibit 10.22 to the registr’s Registration Statement on Fori-1 (File
33:-89146)).

1999 Stock Incentive Plan (incorporated by refeeetioacExhibit 10.23 to the registrant’s Registrat®tatement on Form S-1 (File
33:-89146)).

2001 Stock Incentive Plan (incorporated by refegeeiocExhibit 10.24 to the registrant’s Registrat®tatement on Form S-1 (File
33:-89146)).

2009 Equity Incentive Plan (incorporated by refeeeto Appendix A to the registré s Proxy Statement on Schedule 14A filec
March 31, 2009)

Form of Stock Option Agreement (for awards priodtdy 27, 2006) (incorporated by reference to EixHiB.23 to the registra’s
Annual Report on Form -K for the year ended December 31, 20t

Form of Stock Option Agreement (for awards fromyRif, 2006 through May 12, 2009 incorporated bgnexfice to Exhibit 10.6 1
the registrar's Current Report on Forn-K filed on July 31, 2006

Form of Restricted Stock Agreement (for awards witie-based vesting conditions from July 27, 204@6uwgh May 12, 2009
incorporated by reference to Exhibit 10.5 to thgistgan’s Current Report on Forn-K filed on July 31, 2006

Form of Restricted Stock Agreement under 2001 Shoc&ntive Plan (for awards with performance-basgesting conditions
incorporated by reference to Exhibit 10.2 to thgisgan’s Current Report on Forn-K filed on February 19, 2008

Form of First Amendment to Restricted Stock Agreetumder 2001 Stock Incentive Plan (for awards ywighformanc-basec
vesting conditions incorporated by reference toikixi0.33 to the registrant’s Annual Report onriRdt0-K for the year ended
December 31, 2008

Form of Restricted Stock Agreement under 2009 Fduaitentive Plan (for awards with performanu&sed vesting conditions prior
February 7, 2011 incorporated by reference to Bxhibh2 to the registrant’s Current Report on F@&ik filed on February 12,
2010).

Form of Restricted Stock Agreement under 2009 Eduitentive Plan (for awards with tii-based vesting conditions incorporatet
reference to Exhibit 10.3 to the regist’'s Current Report on Forn-K filed on February 12, 2010

Form ofRestricted Stock Agreement under 2009 Equity IngerRlan (for awards with performar-based vesting conditions fro
February 7, 2011) (incorporated by reference toiliikh0.30 to the registrant’'s Annual Report onfadt0-K for the year ended
December 31, 2010

Form of Director Election Form describing directmmpensation (updated May 2009 incorporated byeate to Exhibit 10.1 to tF
registran’s Quarterly Report on Form -Q for the period ended June 30, 20(

2010 ShorTerm Incentive Plan (incorporated by referencexhilit 10.1 to the registra’s Current Report on Forn-K filed on
February 12, 2010

2011 ShorTerm Incentive Plan (incorporated by referencexhilit 10.1 to the registra’s Current Report on Forn-K filed on
February 9, 2011

Form of Indemnification Agreement for Directors adfficers (incorporated by reference to Exhibitllfh the registrant’s Current
Report on Form -K filed on February 13, 2009

Form of Amendment to Indemnification Agreement@artain Directors and Officers. (incorporated bigrence to Exhibit 10.3 to
the registrar's Current Report on Forn-K filed on March 1, 2011}
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10.36

10.37

10.38

10.39

10.40

10.41

10.42
10.43

10.44

10.45

10.46

211
23.1
311
31.2
32.1
32.2
99.1
101**

Separation Agreement dated February 25, 2011 byatvdeen the registrant and Wm. Britton Greeneofiporated by reference
to Exhibit 10.1 to the registre’'s Current Report on Forn-K filed on March 1, 2011]

The St. Joe Company Trust Under Separation AgreemBnO. Wm. Britton Greene, dated February 25,1201 and between t
registrant and SunTrust Banks, Inc. (incorporatedeference to Exhibit 10.2 to the registrant’s i@at Report on Form 8-K filed
on March 1, 2011}

Letter Agreement dated February 25, 2011 (incotedray reference to Exhibit 10.4 to the registm@urrent Report on Form 8-
K filed on March 1, 2011

Purchase and Sale Agreement dated March 31, 20ahdpetween St. Joe Timberland Company of DelagwateC. and Vulcan
Timberlands, LLC (timber deed transaction)(incogted by reference to Exhibit 10.1 to the registsaQuarterly Report on Form
1C-Q for the quarter ended March 31, 201

Seventh Amendment to Credit Agreement dated Matgl2311 by and among the registrant, Branch BanaimyTrust Compan
as agent and lender, and Deutsche Bank Trust Comraericas, as lende

Letter Agreement regarding compensation dated Méy@911 by and between the registrant and HugbMden (incorporated
by reference to Exhibit 10.2 to the regist’s Current Report on Forn-K filed on March 8, 2011

Letter Agreement regarding compensation dated M&pB1 by and between the registrant and Hugh Mdé&u

Employment Agreement dated March 7, 2011 by andédoet the registrant and Park Brady (incorporatecefgrence to Exhibit
10.2 to the registra’s Current Report on Forn-K filed on March 8, 2011}

Separation Agreement between the registrant anligwilS. McCalmont dated April 11, 2011 (incorpothby reference to
Exhibit 10.1 to the registre’s Current Report on Forn-K filed on April 11, 2011)

Separation Agreement between the registrant aneridddT. Wilson dated April 11, 2011 (incorporategreference to Exhib
10.2 to the registra’s Current Report on Forn-K filed on April 11, 2011)

Separation Agreement between the registrant anty Begman dated April 11, 2011 (incorporated byerefce to Exhibit 10.3 1
the registrar's Current Report on Forn-K filed on April 11, 2011)

Subsidiaries of The St. Joe Compa

Consent of KPMG LLP, independent registered puddicounting firm for the registrar
Certification by Chief Executive Office

Certification by Chief Financial Office

Certification by Chief Executive Office

Certification by Chief Financial Office

Supplemental information regarding sales activitg ather quarterly and year end informati

The following information from the registrant’s Amal Report on Form 10-K for the year ended DecerBheP011, formatted in
XBRL (eXtensible Business Reporting Language)th@® Consolidated Balance Sheets, (ii) the Cons@liiStatement of
Operations, (iii) the Consolidated Statement of rigjees in Equity, (iv) the Consolidated Statementash Flow and (v) Notes to
the Consolidated Financial Statements, taggedaak$lof text

* Application has been made to the Securities andth&xge Commission to seek confidential treatmeeakin provisions of th
agreement. Omitted material for which confidentiahtment has been requested has been filed selyasith the Securities and
Exchange Commissiol

**  |n accordance with Regulatiol-T, the XBRL-related information in Exhibit 101 to this Annuagport on Form 1-K shall be deemed t
be“furnishe¢” and not“filed”.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

The St. Joe Company
By: / s/ P ARK B RADY

Park Brady
Chief Executive Office

Dated: February 27, 2012

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#ites indicated.

Signature Title Date

/s/ Park Brady President, Chief Executive Officer and February 27, 201
Park Brady Director (Principal Executive Office

/s/ Janna L. Connolly Senior Vice President and Chief Financial February 27, 201
Janna L. Connoll Officer (Principal Financial Officel

/s/ Bruce R. Berkowit, Chairman February 27, 201
Bruce R. Berkowit:

/sl Charles J. Crist Director February 27, 201
Charles J. Cris

/s/ Hugh M. Durden Director February 27, 201
Hugh M. Durder

/s/ Howard S. Fran Director February 27, 201
Howard S. Franl

/s/ Jeffrey C. Keil Director February 27, 201
Jeffrey C. Kell

/s/ Delores M. Kesle Director February 27, 201
Delores M. Kesle

/s/ Thomas P. Murphy, Jr. Director February 27, 201

Thomas P. Murphy, J
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
The St. Joe Company:

We have audited the accompanying consolidated balgineets of The St. Joe Company and subsidiaries@ecember 31, 2011 and
2010, and the related consolidated statementserhitipns, changes in equity, and cash flow for edid¢he years in the three-year period ended
December 31, 2011. In connection with our auditthefconsolidated financial statements, we alse fzamited financial statement
Schedule Il — Consolidated Real Estate and Accated| Depreciation. These consolidated financiaéstants and financial statement
schedule are the responsibility of the Company’sagament. Our responsibility is to express an opimin these consolidated financial
statements and financial statement schedule basedraaudits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliogUnited States). Those
standards require that we plan and perform thet &madbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materégpects, the financial position of The
St. Joe Company and subsidiaries as of Decemb@031, and 2010, and the results of their operat@momstheir cash flows for each of the
years in the thre-year period ended December 31, 2011, in conformitly U.S. generally accepted accounting principhdso in our opinion,
the related financial statement schedule, whenidered in relation to the basic consolidated finanstatements taken as a whole, presents
fairly, in all material respects, the informaticet $orth therein.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), The St. Joe
Company’s internal control over financial reportiagjof December 31, 2011, based on criteria estaddliin Internal Contrel Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (COSO), andeport dated February 27,
2012, expressed an unqualified opinion on the #gffecess of the Company’s internal control oveafioial reporting.

/sl KPMG LLP

Certified Public Accountants
Miami, Florida
February 27, 2012
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THE ST. JOE COMPANY

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

ASSETS
Investment in real esta
Cash and cash equivalel
Notes receivabl
Pledged treasury securiti
Prepaid pension ass
Property, plant and equipment, |
Income taxes receivab
Deferred tax asst
Other asset

LIABILITIES AND EQUITY
LIABILITIES:
Debt
Accounts payable and oth
Accrued liabilities and deferred cred
Income tax payabl
Deferred income taxe
Total liabilities
EQUITY:
Common stock, no par value; 180,000,000 share®anditl; 92,267,256 and 122,923,913 issue
December 31, 2011 and 2010, respecti'
Retained (deficit) earning
Accumulated other comprehensive (lo
Treasury stock at cost, zero and 30,318,478 sim@idsat December 31, 2011 and 2010, respect
Total stockholder equity
Noncontrolling interes
Total equity
Total liabilities and equit'

F-2

December 31 December 31
2011 2010

$ 387,20: $ 755,39:
162,39: 183,82
4,56: 5,731
23,29¢ 25,28:
35,12¢ 40,99:
14,94¢ 13,01«

69 —

11,71¢ —
21,98 27,45¢

$ 661,29: $1,051,69!
$ 53,45¢ $ 54,65
16,45( 14,971
47,49 73,23:
— 1,772

— 34,62¢
117,39¢ 179,25¢
890,31 935,60:
(336,879 878,49¢
(9,880) (10,54¢)
— (931,43)
543,56 872,12
331 31¢
543,89: 872,43
$ 661,29: $1,051,69!
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THE ST. JOE COMPANY

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in thousands except per share amounts)

Revenues
Real estate sal¢
Resort and club revenu
Timber sale:
Other revenue
Total revenue
Expenses
Cost of real estate sal
Cost of resort and club revent
Cost of timber sale
Cost of other revenue
Other operating expens
Corporate expense, r
Depreciation and amortizatic
Pension charge
Impairment losse
Restructuring charge
Total expense
Operating los:
Other income (expense
Investment income, ni
Interest expens
Other, ne
Total other (expense) incor

Loss from continuing operations before equity isslof unconsolidated affiliates and income te

Equity in loss of unconsolidated affiliat
Income tax benefi

Loss from continuing operatiol

Discontinued operation
Loss from discontinued operations, net of
Gain on sales of discontinued operations, net>o

Loss from discontinued operations, net of

Net loss
Less: Net loss attributable to noncontrolling iet
Net loss attributable to the Compe
(LOSS) PER SHARE
Basic
Loss from continuing operations attributable to @@mpany
Loss from discontinued operations attributablenes €ompan)

Net loss attributable to the Compe
Diluted

Loss from continuing operations attributable to @@mpany
Loss from discontinued operations attributablens @ompan

Net loss attributable to the Compe

F-3

Years Ended December 31,

2011 2010 2009
$ 19,89¢ §$38,92¢ $ 78,75¢
35,96 29,42¢ 29,40:
86,70: 28,84/ 26,58«
2,71¢ 2,347 3,51¢
145,28 99,54( 138,25’
11,23 8,47( 60,43¢
34,91¢ 31,48¢ 32,30¢
22,86/ 20,19¢ 19,11
2,45¢ 2,13¢ 2,247
22,25 34,78 39,98«
27,78 26,17¢ 24,31
15,84( 13,65’ 15,11¢
5,871 4,13¢ 46,04
377,32 4,79¢ 102,68:
11,547 5,251 5,36¢
532,09: 151,09« 347,61
(386,80)  (51,55) (209,35
1,13( 1,47¢ 2,66(
(3,927) (8,617) (1,157)
3,72t 3,25( 2,71z
934 (3,897) 4,21¢
(385,87) (55,44 (205,140
(93) (4,309) (122)
(55,650 (23,849  (81,22)
(330,30 (35,909 (124,03}
— — (6,889)
— — 75
— — (6,819
$(330,309) $(35,909) $(130,84%)
(29) (41) (821)
$(330,279 $(35,86) $(130,02)
$ (359 $ (039 $ (1.39
$ — $ — $ (0.0
$ (359 $ (039 $ (1.49
$ (359 $ (039 $ (1.39
$ — $ — $ (0.0
$ (359 $ (039 $ (149
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THE ST. JOE COMPANY
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Common Stock Accumulated
Other
Retained Comprehensive Noncontrolling
Outstanding Earnings Treasury
Shares Amount (Deficit) Income (Loss) Stock Interest Total
(Dollars in thousands, except per share amounts)
Balance at December 31, 2C 92,203,26: $917,09° $1,044,38 $ (42,660 $(929,16) $ 2,77; $992,43:
Comprehensive (loss
Net (loss) — — (130,02) — — (821) (130,849
Amortization of pension an
postretirement benefit costs, 1 — — — 1,544 — — 1,544
Pension settlement and curtailment cc
net — — — 28,31¢ — — 28,31¢
Actuarial change in pension and
postretirement benefits, n — — — 242 — — 242
Total comprehensive (los¢ — — — — — — (100,749
Distributions — — — — — (1,57¢) (1,57¢)
Issuances of restricted sta 332,74: — — — — — —
Forfeitures of restricted stot (246,43() — — — — — —
Issuances of common stock, ne’
offering costs 32,151 71€ — — — — 71¢
Excess (reduction in) tax benefit on
options exercised and vested
restricted stocl — (801 — — — — (801
Amortization of stoc- basec
compensatiol — 7,25:% — — — — 7,25:%
Purchases of treasury sha (40,28)) — — — (957) — (957)
Balance at December 31, 2C 92,281,45 $924,26° $ 914,36. $ (12,55¢) $(930,129) $ 378 $ 896,32
Comprehensive (loss
Net (loss) — — (35,869 — — (42) (35,90
Amortization of pension and
postretirement benefit costs, 1 — — — 2,01z — — 2,012
Total comprehensive (loss — — — — — — (33,899
Distributions — — — — — (29 (29
Issuances of restricted sta 340,05! — — — — — —
Forfeitures of restricted stot (152,199 — — — — — —
Issuances of common sto 178,88¢ 5,082 — — — — 5,082
Excess (reduction in) tax benefit on
options exercised and vested
restricted stocl — (362) — — — — (362)
Amortization of stock- based
compensatiol — 6,61¢ — — — — 6,61¢
Purchases of treasury sha (42,762) — — — (1,307%) — (1,30%)
Balance at December 31, 2C 92,605,43 $935,60: $ 878,49¢ $ (10,5460 $(931,43) $ 31z $872,43
Comprehensive (loss
Net (loss) — — (330,279 — — (299 (330,309
Amortization of pension and
postretirement benefit costs, 1 — — — 66€ — — 66€
Total comprehensive (los: — — — — — — (329,64
Distributions — — — — — 47 47
Issuances of restricted sta 262,12( — — — — — —
Forfeitures of restricted stoc (425,079 — — — — — —
Issuances of common sto 4,00( 10C — — — — 10C
Excess (reduction in) tax benefit on
options exercised and vested
restricted stocl — (1,897 — — — — (1,897
Amortization of stock- based
compensatiol — 7,65¢ — — — — 7,65¢
Retirement of treasury shat — (51,15) (885,09 — 936,24 — —
Purchases of treasury sha (179,22)) — — — (4,812) — (4,8172)




Balance at December 31, 2C 92,267,25 $890,31: $(336,87) $ (9,880) $ — $ 331 $543,89.
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THE ST. JOE COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOW

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash piexviby operating activitie:
Depreciation and amortizatic
Loss on disposition of property, plant and equipn
Loss attributed to casualty loss of real es
Stoclk-based compensatic
Equity in loss of unconsolidated joint ventu
Deferred income tax (benefit) exper
Impairment losse
Pension charge
Cost of operating properties sc
Expenditures for operating propert
Changes in operating assets and liabilit
Notes receivabl
Other asset
Accounts payable and accrued liabilit
Income taxes payable/ (receivak
Net cash (used in) provided by operating activi
Cash flows from investing activitie
Purchases of property, plant and equipn
Proceeds from the disposition of as:
Distributions from unconsolidated affiliat
Investments in unconsolidated affilial
Net cash (used in) provided by investing activi
Cash flows from financing activitie
Repayments of other lo-term debt
Distributions to minority interest partn
Distributions to unconsolidated affiliates for rgpzent of deb
Proceeds from exercises of stock opti
Excess (reduction in) tax benefits from st-based compensatic
Taxes paid on behalf of employees related to -based compensatic
Net cash (used in) provided by financing activi
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of
Cash and cash equivalents at end of"

Years Ended December 3

2011 2010 2009
(Dollars in thousands)
$(330,309) $(35,909)  $(130,84)
15,83¢ 13,65 16,11:
294 — —
99¢ — —
8,452 5,15¢ 8,71
93 4,30¢ 122
(53,497 (23,990 (20,672
377,32t 4,79¢ 113,03¢
5,871 4,13¢ 46,04:
10,44 6,321 58,69t
(28,296  (14,78) (15,847
1,37( 7,51: 6,62¢
4,54 (3,579 8,39¢
(20,165 (15,969 (9,566)
(2,809 64,63’ (30,089
(9,839 16,31: 50,73
(2,426 (1,282 (2,539
32¢ 12C 2,221
— 65C 53t
(40) — —
(2,139 (512) 21¢€
(227) - -
(141) (19) (1,579
(4,439 — —
10C 5,08¢ 71¢€
55 463 (801)
(4,812) (1,307 (957)
(9,459 4,22( (2,619)
(21,43¢) 20,02( 48,33t
183,82° 163,80° 115,47.
$162,39. $183,82° $ 163,80
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Supplemental disclosures of cash flow information

Cash paid during the year fc

Interest

Income taxes (received) paid, |

Capitalized interes

Non-cash financing and investment activities

Issuance of restricted stock, net of forfeitL

Forgiveness of debt in connection with sale of ma&iondominium projec
Decrease in notes receivable related to take bacabestate inventor
Notes receivable writte-off in connection with sales transactic
Decrease in note payable satisfied by deed ofdaadand improvemen
Net increase in Community Development District D

(Decrease) in pledged treasury securities relatekdfeased del

F-6

2011 2010 2009
$8,32¢ $ 4508 $ 284
1,98¢ (65,06) (34,160
247 24F 44
$2,23¢ $ 445¢ $ (719
— — (5,47%)
— — (39¢)
— — (13,34
— — (3,45()
1,01€ 53¢ (1,029)
(1,987) (1,829 (1,805)
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THE ST. JOE COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, unless otherwise stated)

1. Nature of Operations

The St. Joe Company (the “Company”) is a real estatelopment company primarily engaged in residermbmmercial and industrial
development and rural land sales in Northwest 8&orThe Company also has significant interestsriber. Most of its real estate operation:
well as its timber operations, are within the St#t€lorida. Consequently, the Company’s perfornegparticularly that of its real estate
operations is significantly affected by the genéedlth of the Florida economy.

During 2009, the Company sold non-strategic aseelsding its Victoria Park community, which cortgid of homesites, homes,
undeveloped land, notes receivable and a golf epi8ts Johns Golf and Country Club golf course itsm&evenShores condominium and
marina development project. The Company also $sltkimaining inventory and equipment assets retatéd cypress sawmill and mulch
plant, Sunshine State Cypress, Inc. during 200 wdissets and liabilities were classified as feddale at December 31, 2008. Certain
operating results associated with these entitigs baen classified as discontinued operationslfgeaods presented through the period in
which they were sold. See Note 4, Discontinued &Xpmrs.

The Company currently conducts primarily all oflitssiness in four reportable operating segmensgdeatial real estate, commercial r
estate, rural land sales and forestry.

Real Estate

The residential real estate segment typically peamsdevelops mixed-use resort, primary and seasesidential communities of various
sizes primarily on its existing land. The Compamyne large tracts of land in Northwest Florida, utthg large tracts near Tallahassee and
Panama City, and significant Gulf of Mexico beaanfage and waterfront properties.

The commercial real estate segment plans, devalogentitles our land holdings for a broad portfalf retail, multifamily, office, hotel
industrial uses and rental income. The Companyldpsesells or leases commercial land and provigeglopment opportunities for national
and regional commercial retailers and strategitneas in Northwest Florida. The Company also offerssale land for commercial and light
industrial uses within large and small-scale conumgrarks, as well as for a wide range of multi-tgreésidential rental projects.

The rural land sales segment markets and sells tod¢éand of varying sizes for rural recreatior@nservation, residential and timberl:
uses located primarily in Northwest Florida. Theafdand sales segment at times prepares landferfaer these uses through harvesting,
thinning and other silviculture practices, andome cases, limited development activity includimgproved roads, ponds and fencing. The
Company also sells wetland mitigation credits teed@pers from its wetland mitigation banks, andisseasements for utility and road right of
ways.

Forestry

The forestry segment focuses on the managemertamdsting of the Company’s extensive timber hgdjras well as on the ongoing
management of lands which may ultimately be usedtbgr divisions of the Company. The Company beket is one of the largest private
owners of land in Florida, most of which is curtgmhanaged as timberland. The principal producthefCompany’s forestry operations are
pine pulpwood, sawtimber and forest products asd ptovides conservation land management services.

Approximately one-half of the wood harvested by @@npany is sold under a long-term pulpwood supgheement with RockTenn,
which recently acquired Smurfit-Stone Containerpgooation. The agreement, which expires on Dece®beP017, provides for the sale of
approximately 3.9 million tons of pulpwood over tieem of the contract, with specified yearly obtehvolumes. The supply agreement is
assignable by the company in whole or in part,ucpasers of its properties or any interest thergie supply agreement does not contain a
lien, encumbrance or use restriction on any ofGbepany’s properties.
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2. Basis of Presentation and Significant Accountin@olicies
Principles of Consolidation

The consolidated financial statements include to®ants of the Company and all of its majority-oded controlled subsidiaries. The
operations of dispositions and assets classifidgtelisfor sale in which the Company has no sigaificcontinuing involvement are included in
discontinued operations through the dates thatwesg sold. Investments in joint ventures and kahipartnerships in which the Company does
not have majority voting control are accountedifpithe equity method. All significant intercompangnsactions and balances have been
eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfitttae reported amounts of assets, liabilitied disclosure of contingent assets and
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. On an ongoing
basis, the Company evaluates its estimates andhasisas including investments in real estate, impaint assessments, prepaid pension asset
accruals, valuation of standby guarantee liabditg deferred taxes. Actual results could diffenfrihose estimates. Real estate impairment
analyses are particularly dependent on the prajemteing and capital expenditures as well as extih holding and selling period, which are
based on management’s current intent for the udelisposition of each property. Fair value estimateproperties used to support
measurement of an impairment may be derived eftber discounting projected cash flows at an appaderdiscount rate, through appraisals,
or a combination of both, all of which are subjecestimates.

Because of the recession and the adverse markditioos that currently exist in the Florida, natmeal estate markets, and credit
markets, it is possible that the estimates andnagons, most notably those involving the Companyiestment in real estate, could change
materially and influence changes in strategy dutigtime span associated with the continued weskstate of these real estate markets and
financial markets, respectively.

Revenue Recognition
Revenues consist primarily of real estate salesydr sales, resort and club operations and othentes.
Revenues from real estate sales, including salagrafland, residential homes (including detackiegle-family and attached
townhomes) and homesites, and commercial buildiagsrecognized upon closing of sales contractandeyance of title. A portion of real

estate inventory and estimates for costs to complet allocated to each sale based on the rekales value of each unit as compared to the
sales value of the total project.
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Percentage-of-completion accounting, where revéntecognized in proportion to the percentage &l toosts incurred in relation to
estimated total costs, is used for our homesitssahen required development is not complete dirtiee of sale and for commercial and other
land sales if there are uncompleted developmerts ¢es to be incurred for the property sold.

Resort and club revenues include service and réagalassociated with the WaterColor Inn, Water€GdéaterSound and WindMark
Beach vacation rental programs and other resolftclyd and marina operations. These revenuesemerglly recognized as services are
provided. Golf membership revenues are deferred@rmgnized ratably over the membership period.

Other revenues consist of rental revenues and tagkdees. Rental revenues are recognized as easiag the straightne method ove
the life of the lease. Certain leases providedoraht occupancy during periods for which no reduis or where minimum rent payments
change during the lease term. Accordingly, a red@e/ is recorded representing the difference betlee straight-line rent and the rent that is
contractually due from the tenant. Tenant reimbmesgs are included in rental revenues. Brokerage dee recorded as the services are
provided.

Revenues from sales of forestry products are razedrgenerally on delivery of the product to thetomer. Timber deed sales are
agreements in which the buyer agrees to purchaseamwest specified timber (i.e. mature pulpwood/ansawlogs) on a tract of land over the
term of the contract. Unlike a pay-as-cut salegraat risk of loss and title to the trees transéethe buyer when the contract is signed. The
buyer pays the full purchase price when the cohisasigned and the Company does not have anyiadalitperformance obligations. Under a
timber deed, the buyer or some other third partgsponsible for all logging and hauling cost®&nf, and the timing of such activity. Revenue
from a timber deed sale is recognized when theraohis signed because the earnings process isletanp

Taxes collected from customers and remitted to gowental authorities (e.g. sales tax) are excldo®d revenues and costs and
expenses.

Comprehensive Income (Loss)

The Company’s comprehensive income (loss) diffemmfnet income (loss) due to changes in the fuistietds of certain Company
benefit plans. See Note 16, Employee Benefit Plahe.Company has elected to disclose comprehemsigene (loss) in its Consolidated
Statements of Changes in Equity.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hank desnand accounts and money market instrumentagaviginal maturities at
acquisition date of 90 days or less.

Accounts and Notes Receivable

Substantially all of the Company’s trade accouatgivable and notes receivable are due from custolmeated within the United States.
The Company evaluates the carrying value of trageunts receivable and notes receivable at eadhntieg date. Notes receivable balances
are adjusted to net realizable value based upewsiew of entity specific facts or when terms aredified. The Company maintains an
allowance for doubtful accounts for estimated Isgssulting from the inability of its customersntake required payments. The allowance for
doubtful accounts is based on a review of spedifiégdentified accounts in addition to an overallieg analysis. Judgments are made with
respect to the collectability of accounts basethistorical experience and current economic treAdtual losses could differ from those
estimates.
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Fair Value of Financial Instruments

The carrying amounts of the Company’s financialrinsents, including cash and cash equivalents,uatsaeceivable, notes receivable,
accounts payable and accrued expenses, approxineatéair values due to the short-term natureheke assets and liabilities. In addition, the
Company utilized a discounted cash flow methocetmrd its investment in retained beneficial intesexd fair value. See Note 4, Fair Value
Measurements.

Investment in Real Estate

Costs associated with a specific real estate prajeccapitalized during the development perioce Tlompany capitalizes costs directly
associated with development and construction oftitied real estate projects. Indirect costs thaay relate to a specific project under
development, such as internal costs of a regiomgéet field office, are also capitalized. Interiestapitalized (up to total interest expense)
based on the amount of underlying expendituresealdestate taxes on real estate projects undetafsaent.

Real estate inventory costs include land and comtdewelopment costs (such as roads, sewers andte@sgnnulti-family construction
costs, capitalized property taxes, capitalizedrégieand certain indirect costs. A portion of resthte inventory costs and estimates for costs to
complete are allocated to each unit based on théve sales value of each unit as compared t@stienated sales value of the total project.
These estimates are reevaluated at least annualynare frequently if warranted by market condii@m other factors, with any adjustments
being allocated prospectively to the remainingaaitailable for sale.

Investment in real estate is carried at cost, hdepreciation and timber depletion. Depreciat®oeamputed on straight-line method over
the useful lives of the assets ranging from 150gdars. Depletion of timber is determined by thiésuof production method, whereby
capitalized timber costs are accumulated and exgoeas units are sold.

Property, Plant and Equipment

Property, plant and equipment are stated at cespfraccumulated depreciation or amortization.dapprovements are capitalized
while maintenance and repairs are expensed inghedthe cost is incurred. Depreciation is computsing the straight-line method over the
useful lives of various assets, generally threEdtgears.

Long-Lived Assets and Discontinued Operations

The Company reviews its long-lived assets for impant whenever events or changes in circumstancdésate that the carrying amount
of an asset may not be recoverable. Long-livedtagseludes the Company’s investments in operatiegelopment and investment property.
Some of the events or changes in circumstanceatdaonsidered by the Company as indicators @mial impairment include:

» aprolonged decrease in the market price or derfartie Compan’s properties

» achange in the expected use or development pautsef Compar’s properties

« acurrent period operating or cash flow deficiefaryan operating property; an

» an accumulation of costs in a development progédy significantly exceeds its historically low s property held lor-term.
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For projects under development, an estimate oféutash flows on an undiscounted basis is perfousetdy estimated future
expenditures necessary to develop and maintaiexiséing project and using managemstiést estimates about future sales prices anéhly
periods. Based on the company'’s recently adopsédatljusted investment return criteria for evahgthe company’s projects under
development, management’s assumptions used irrd¢fiecpion of undiscounted cash flows included:

the projected pace of sales of homesites basedtimaged market conditions and the Comy’s development plan
estimated pricing and projected price appreciatioer time, which can range from 0% to 10% annui
the amount and trajectory of price appreciatiorr dlre estimate selling perio

the length of the estimated development and sefisrgpds, which can range from 4 years to 13 deipgnoh the size of the
development and the number of phases to be del

the amount of remaining development costs includirgextent of infrastructure or amenities includedevelopment cost
holding costs to be incurred over the selling pakr

for bulk land sales of undeveloped and developedgls future pricing is based upon estimated agpes lot pricing less estimat
development costs and estimated development @20 %;

for commercial development property, future priciadpased on sales of comparable property in simikrkets; an

assumptions regarding the intent and ability tahotividual investments in real estate over prigdgeriods and relate
assumptions regarding available liquidity to fumshitnued developmen

Homes are measured at the lower of carrying vatdaiovalue. Other properties for which managendogs not intend to sell in the near
term or under current market conditions and hasHilgy to hold are evaluated for impairment basadnanagement’s best estimate of the
long-term use and eventual disposition of such @utyp

For operating properties, an estimate of undiseaintaish flows requires management to make singkuraptions about the use and
eventual disposition of such properties. Some efsignificant assumptions that are used to deuvblepindiscounted cash flows include:

for investments in hotel and rental condominiuntsjraverage occupancy and room rates, revenuesféaarand beverage and
other amenity operations, operating expenses grithtaxpenditures, and the amount of proceede teeblized upon eventual
disposition of such properties as condo-hotelsoadominiums, based on current prices for similatsusppreciated to the expected
sale date

for investments in commercial or retail propertytuire occupancy and rental rates and the amourbegeds to be realized upon
eventual disposition of such property at a termaagditalization rate; an

for investments in golf courses, future rounds grekns fees, operating expenses and capital expeggjiand the amount
proceeds to be realized upon eventual disposifiGuch properties at a multiple of terminal yeastc8ows.

The results of impairment analyses for developraedtoperating properties are particularly dependerihe estimated holding and
selling period for each asset group. Based on timagany’s recently adopted risk-adjusted investmetotrn criteria, these future holding
periods have been reduced to a maximum period gEaBs.

In the event that projected future undiscountedh ¢lasvs are not adequate to recover the carryingevaf a property, impairment is
indicated and the Company would be required undeegally accepted accounting principles to writerdldhe asset to its fair value. Fair value
of a property may be derived either from discountinojected cash flows at an appropriate discoatet through appraisals of the underlying
property, or a combination thereof.
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The Company classifies the assets and liabilitieslong-lived asset as held-feale when management approves and commits to af
plan of sale and it is probable that a sale wilcbempleted within one year. The carrying valuehef &ssets held-farale are then recorded at
lower of their carrying value or fair market valiess costs to sell. The operations and gains @s saported in discontinued operations include
operating properties sold during the year and asdassified as held-for-sale for which operatiand cash flows can be clearly distinguished
and for which the Company will not have continuingolvement or significant cash flows after dispimsi. The operations from these assets
have been eliminated from ongoing operations. Rrésiods have been reclassified to reflect theatjmers of these assets as discontinued
operations. The operations and gains on saleseshtipg assets for which the Company has continmingivement or significant cash flows
are reported as income from continuing operations.

Income Taxes

The Company follows the asset and liability metbddccounting for deferred income taxes. Defereedatssets and liabilities are
recognized for the future tax consequences attaiilatto differences between financial statementyocay amounts of existing assets and
liabilities and their respective tax bases and afjrey loss and tax credit carryforwards. Defer@ddssets and liabilities are measured using
enacted tax rates expected to apply to taxablemieda the years in which those temporary differsrare expected to be recovered or settled.
The effect on deferred tax assets and liabilitiem change in tax rates is recognized in incomtéeénperiod that includes the enactment date.
The Company recognizes the effect of income taiipas only if those positions are more likely thaot of being sustained. Recognized
income tax positions are measured at the largestuatihat is greater than 50% likely of being rasadi. Changes in recognition or measurel
are reflected in the period in which the changidlgment occurs. The Company records interestaglent unrecognized tax benefits in interest
expense and penalties in selling, general, andrasirative expenses.

Concentration of Risks and Uncertainties

The Company'’s real estate investments are conctedtiathe State of Florida, particularly NorthwEgtrida in a number of specific
development projects. Uncertainty of the duratibthe prolonged real estate and economic slumpdcoave an adverse impact on the
Company'’s real estate values and could cause thg@uoy to sell assets at depressed values in argytongoing expenses.

Financial instruments that potentially subject @w@mpany to a concentration of credit risk consistash, cash equivalents, notes
receivable and retained interests. The Companyditspand invests excess cash with major finanogtltutions in the United States. Balances
may exceed the amount of insurance provided on depbsits.

Some of the Company’s notes receivable are fromefbaitders and other entities associated with theastate industry. As with many
entities in the real estate industry, revenues lcanéracted for these companies, and they maydsedsingly dependent on their lenders’
continued willingness to provide funding to maintangoing liquidity. The Company evaluates the nieeén allowance for doubtful notes
receivable at each reporting date.

Smurfit-Stone’s Panama City mill is the largestsuamer of pine pulpwood logs within the immediateaain which most of the
Company'’s timberlands are located. In July of 2®®urfit-Stone emerged from approximately 18 mowthsankruptcy protection, and
during the first quarter of 2011, RockTenn annoudriteacquisition of Smurfit-Stone. Deliveries mdgeSt. Joe during Smurfit-Stone’s
bankruptcy proceedings were uninterrupted and pajsneere made on time. Under the terms of the suggrleement, Smurfit-Stone and its
successor RockTenn would be liable for any monetargages as a result of the closure of the milltdieeonomic reasons for a period of one
year. Nevertheless, if the RockTenn mill in Pan&itg were to permanently cease operations, thegacthe Compar’s pulpwood may
decline, and the cost of delivering logs to altémeacustomers could increase.
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Stock-Based Compensation

The changes to the composition of the Company’schogdirectors which occurred during the first geaof 2011 constituted a “change
in control event” under the terms of certain of @@mpany’s incentive plans. As a result, during ¢he2011, the Company accelerated the
vesting of approximately 300,000 restricted stogkauresulting in $6.2 million in accelerated stadimpensation expense.

Stock-based compensation cost is measured atahé date based on the fair value of the award sutypically recognized as expense on
a straight-line basis over the vesting period. Aiddally, the 15% discount at which employees maschase the Company’s common stock
through payroll deductions is being recognizedaspensation expense. Upon exercise of stock optiomesting of restricted stock, the
Company will issue new common stock.

Stock-based compensation cost is measured atahé date based on the fair value of the award sutypically recognized as expense on
a straight-line basis over the requisite serviagople which is the vesting period. Total stock-lmhsempensation recognized on the
Consolidated Statements of Operations for the theaes ended December 31, 2011 as corporate exjzeaséollows:

2011 2010 2009
Stock option (income) expense $ 50 $ (46¢) $ 85C
Restricted stock expense| 8,40z 5,62 7,86z
Total charged against income before tax bel $8,45: $5,15¢ $8,71:
Amount of related income tax benefit recognizethitome $3,25¢ $2,06( $3,45¢

(&) Includes an adjustment made in 2010 for actuakftunfes resulting in a credit of approximately $thilion.
(b) Includes an expense of $0.8 million and $1.5 millielated to cash liability awards at December2®1,1 and 2010, respective

Stock Options and Non-vested Restricted Stock

The Company offers a stock incentive plan wherelbgrds may be granted to certain employees and ngrlegee directors of the
Company in various forms including restricted skaseCompany common stock and options to purchasepany common stock. Awards are
discretionary and are determined by the Compens&@@nmittee of the Board of Directors. Awards ested upon service conditions. Option
and share awards provide for accelerated vestithgiE is a change in control (as defined in thardvagreements). Non-vested restricted
shares generally vest over requisite service pgriddhree or four years and are considered taubstanding shares, beginning on the date of
each grant. Stock option awards are granted wittxancise price equal to market price of the Comijzastock on the date of grant. The
options vest over requisite service periods andcgegcisable in equal installments on the thirdytio or fifth anniversaries, as applicable, of
date of grant and generally expire 10 years dftedate of grant. The Company has allocated 2anihares for future issuance under its 2009
stock incentive plan. As of December 31, 2011 nilfon shares remained available for issuance utfte2009 Equity Incentive Plan.

The Company uses the Bla8choles option pricing model to determine the ¥aiue of stock options. The determination of tHe ¥alue
of stock-based payment awards on the date of gsang an optiorpricing model is affected by the stock price ashaslassumptions regardi
a number of other variables. These variables irckipected stock price volatility over the termtaf awards, actual and projected employee
stock option exercise behaviors (term of optioisk-free interest rate and expected dividends.

The Company estimates the expected term of optjcargted by incorporating the contractual term efadptions and analyzing
employees’ actual and expected exercise behavibesCompany estimates the volatility of its comnstock by using historical volatility in
market price over a period consistent with the etgubterm, and other factors. The Company basessthéree interest rate that it uses in the
option valuation model on U.S. Treasuries with rigrimg terms similar to the expected term on theomst The Company uses an estimated
dividend yield in the option valuation model whewidends are anticipated.
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No stock options were granted in 2011, 2010 or 2808sented below are the per share weighted-avéaargzalue of stock options
granted during 2007 using the Black Scholes oppincing model.

The following table sets forth the summary of optaztivity outstanding under the stock option pemgifor 2011:

Weighted

Average

Remaining .

Weighted Contractual Aggregate Intrinsic
Number of Average Life
Shares Exercise Price (Years) Value ($000)

Balance at December 31, 2C 371,78: $ 39.9¢ — —
Granted — — — —
Forfeited or expiret (220,25¢) $ 34.8¢t — —
Exercisec (4,000 $  25.0C — —
Balance at December 31, 20 147,52¢ $  48.0( 3.5 —
Vested or expected to vest at December 31, 147,52¢ $  48.0C 3.5 —
Exercisable at December 31, 2( 147,52¢ $ 48.0(C 3.5 —

The total intrinsic value of options exercised dgr2011, 2010 and 2009 was less than $0.1 milgarQ million and $0.3 million,
respectively. The intrinsic value is calculatedtesdifference between the market value as of tkeecése date and the exercise price of the
shares. The closing price as of December 30, 2@EL$44.66 per share as reported by the New YorkErchange. Shares of Company
stock issued upon the exercise of stock optior#diil, 2010 and 2009 were 4,000, 178,886 and 3&1&&s, respectively.

Cash received for strike prices from options exsadiunder stockased payment arrangements for 2011, 2010 andv288%0.1 million
$5.1 million and $0.7 million, respectively. Thetweal tax benefit realized for the tax deductiormsrfroptions exercised under stock-based
arrangements totaled zero, $0.4 million and $0I8anj respectively, for 2011, 2010 and 2009.

The following table sets forth the summary of riesdd stock activity outstanding under the restdcstock program for 2011:

Weighted Average

Number of Grant Date
Service Based Restricted Stock Units Units Fair Value
Balance at December 31, 2C 266,65 $ 30.91
Granted 107,69¢ $ 28.01
Vested (313,92) $ 31.1¢
Forfeited (22,619 $ 28.02
Balance at December 31, 20 37,81t $ 26.9¢

The weighted average grant date fair value of idstt shares granted during 2011, 2010, and 2089%28.01, $27.86 and $22.41,
respectively.

As of December 31, 2011, there was less than $illiomof unrecognized compensation cost, adjustedstimated forfeitures, relatec
non-vested restricted stock unit and stock optmmpmensation arrangements which will be recognizest a weighted average period of three
years. The total fair values of restricted stocksuand stock options which vested during the yeaded December 31, 2011, 2010 and 2
were $9.7 million, $6.7 million and $7.9 milliorespectively.

Market Condition Grants

In years 2008 through 2011, the Company grantexéoutives and other key employees non-vestedatestistock whose vesting is
based upon the achievement of certain market donditlefined as the Company’s total shareholdermeds compared to the total shareholder
returns of certain peer groups during a three pediormance period.
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The Company used a Monte Carlo simulation pricireglet to determine the fair value of its market dtod awards. The determination
of the fair value of market condition-based awards affected by the stock price as well as assomptiegarding a number of other variables.
These variables include expected stock price \ityativer the requisite performance term of the elgathe relative performance of the
Company'’s stock price and shareholder returns coadp@a those companies in its peer groups andkdrae interest rate assumption.
Compensation cost is recognized regardless ofdhieeement of the market condition, provided thguisite service period is met.

A summary of the activity during 2011 is presertetbw:

Weighted Average

Number of Grant Date Fair
Market Condition Restricted Units Units Value
Balance at December 31, 2010 562,53 $ 23.1%
Granted 154,42: $ 21.1¢
Forfeited (402,459 $ 23.2¢
Vested (291,309 $ 22.5¢
Balance at December 31, 20 23,19: $ 15.6¢

As of December 31, 2011, there was less than $0libmof unrecognized compensation cost, adjustedstimated forfeitures, relatec
market condition restricted units which will be ogoized over a weighted average period of two yestrBecember 31, 2011, the balance of
the cash liability awards payable to terminated leyges who had been granted market condition oéstriunits was zero.

Earnings (loss) Per Share

Basic earnings (loss) per share is calculated Wigidig net income (loss) by the average numberafimon shares outstanding for the
period. Diluted earnings (loss) per share is cateud by dividing net income (loss) by the weighdgdrage number of common shares
outstanding for the period, including all poteriailutive shares issuable under outstanding stiations and service-based non-vested
restricted stock. Stock options and non-vestedicéstl stock are not considered in any diluted isgsper share calculation when the
Company has a loss from continuing operations. Mested restricted shares subject to vesting baségecachievement of market conditions
are treated as contingently issuable shares antbasgdered outstanding only upon the satisfaaifadhe market conditions.

The following table presents a reconciliation oéeage shares outstanding:

2011 2010 2009
Basic average shares outstanding 92,235,360 91,674,344  91,412,39
Incremental weighted average effect of stock ost — — —
Incremental weighted average effect of -vested restricted stoc — — —
Diluted average shares outstand 92,235,36 91,674,34 91,412,39

Less than approximately 0.1 million during the yweanded December 31, 2011 and 2010 and 0.2 milliares during the year ended
December 31, 2009 were excluded from the computatialiluted (loss) per share as the effect woaldehbeen anti-dilutive.

Through December 31, 2011, the Board of Directeus &uthorized a total of $950.0 million for theueghase from time to time of
outstanding common stock from shareholders (theclSRepurchase Program”). A total of approxima&846.2 million had been expended in
the Stock Repurchase Program from its inceptioouttin December 31, 2011. There is no expiration dathe Stock Repurchase Program.
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From the inception of the Stock Repurchase Progeabecember 31, 2011, the Company repurchaseddhareholders
27,945,611 shares and executives surrendered @t@#51,238 shares as payment for strike pracebtaxes due on exercised stock options
and on vested restricted stock, for a total of 86,849 acquired shares. The Company did not repaeckhares from shareholders during 2011,
2010 and 2009. During 2011, 2010 and 2009, exessiBurrendered 179,221, 42,762 and 40,281 shaspgatively, as payment for strike
prices and taxes due on exercised stock optionyestdd restricted stock.

On December 31, 2011, the Company cancelled aimdde30,497,699 shares of treasury stock resuitiran allocation based upon
weighted average issuance price which reduced canstoek by $51.1 million and retained earnings 8831 million.

3. Impairments of Long-lived Assets

On January 25, 2012, the Company adopted a nevestste investment strategy, which is focused dadieg future capital outlays and
employing new risk-adjusted investment return datéor evaluating its properties and future inmesits in such properties. Pursuant to this
new strategy, the Company intends to significaretjuce planned future capital expenditures foasthucture, amenities and master planned
community development and reposition certain agsetmcourage increased absorption of such pregsdrtitheir respective markets. As pal
this repositioning, the Company expects propertiag be sold in bulk, in undeveloped or developedgia or at lower price points and over
shorter time periods.

In connection with implementing this new real eststrategy, management reassessed its impairmalgseor its investments in real
estate using updated assumptions from the strategyge to determine estimated future cash flowanonndiscounted basis. These future cash
flows were adjusted to consider the following items

* management’s estimate of pricing necessary to eeltiee desired annual absorption levels based apwant comparable market
data and trends in the markets where the Compdisyitseproperty;

* managemers estimate of discount rates necessary for indalitht sales prices for them to be converted intlx ot sale prices il
the future as a result of the change in strategy

» shortening hold period for real estate investme

For select projects this resulted in a negativeaichpo the undiscounted cash flows primarily atofes:
» lower rate of price appreciation from a maximunb® per year in 2010 to a maximum appreciation o&®% per year in 201’
» lower trajectory of price appreciation with projeetlout accelerated from an average term of 11syi@a2010 to 8 years in 201
» discounted homesite selling prices (weighted avesasdling prices were reduced on average by 2
* bulk sale on undeveloped and developed parcel#edsa a discount on average of 20% from curretdit pricing; anc

» future capital expenditures associated with existirojects was reduced by approximately $190 nnijlibe majority of which is
expected to be spent in the next 10 years. Thisctaxh in future capital expenditures will allonet@ompany to achieve pricing
consistent with bulk land sales that significamffsets the cash flow savinc

Based on the results of undiscounted cash flowyaizalor these projects, the future undiscountesth ¢lws were not adequate to recc
the carrying value of real estate totaling $466illon and an impairment was required. Fair valfi¢hese properties was derived primarily
through third party appraisals of the underlyingjects. As a result, impairment charges of $374lBom were recorded during the fourth
quarter of 2011 to reduce the carrying value ofithygaired communities to their estimated fair vabfi€91.4 million.
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During 2011, the Company recorded approximatel$ $2llion in additional impairment charges on otherestments in real estate as a
result of triggering events associated with these estate investments.

During 2010, the continued decline in demand antketgrices for real estate caused us to reevatuatearrying amounts for
investments in real estate. The Company recordpobgimately $4.3 in impairment charges on homestandesites and a $3.8 million
impairment on its investment in East San Marco C.La joint venture located in Jacksonville, Flarid

During 2009, given the downturn in its real estatkets, the Company implemented a tax strateg2d6e to benefit from the sale of
certain nonstrategic assets at a loss. Under federal tax,Hasses from asset sales realized in 2009 coutthtvéed back and applied to taxa
income from 2007, resulting in a federal incomeritxnd for 2009. As part of this strategy, the @amy conducted a nationally marketed sale
process for the disposition of the remaining asskiis non-strategic Victoria Park community inlBred, Florida, including homes, homesites,
undeveloped land, notes receivable and a golf eodased on the likelihood of the closing of thke semanagement concluded on
December 15, 2009 that an impairment charge for8b@ifllion was necessary. The Company completedg#te on December 17, 2009 for
$11.0 million.

The Company completed the sale of its SevenShoreominium and marina development project for $iillon and the forgiveness
notes payable in the amount of $5.5 million eaitie2009. The Company recorded an impairment chimg8evenShores of $6.7 million as a
result of lower market pricing. The Company alslulsgt. Johns Golf and Country Club for $3.0 millismDecember 2009 which resulted in an
impairment charge of $3.5 million. In addition, tBempany wrote-off $7.2 million of capitalized coselated to abandoned development plans
in certain of its communities.

4. Fair Value Measurements

The Company follows the provisions of ASC 820 tsrfinancial and non-financial assets and lialei$itiASC 820, among other things,
defines fair value, establishes a consistent frapnkefor measuring fair value and expands disclofmr@ach major asset and liability category
measured at fair value on either a recurring or@aurring basis. ASC 820 clarifies that fair vaisi@n exit price, representing the amount that
would be received to sell an asset or paid to feargsliability in an orderly transaction betweeanket participants. As such, fair value is a
marketbased measurement that should be determined basestomptions that market participants would ug®ioing an asset or liability. /

a basis for considering such assumptions, ASC 8&bkshes a three-tier fair value hierarchy, whpdbritizes the inputs used in measuring
fair value as follows:

Level 1. Observable inputs such as quoted pricestine markets;

Level 2. Inputs, other than the quoted prices tivagnarkets, that are observable either direatlyndirectly; and

Level 3. Unobservable inputs in which there idditir no market data, such as internally-develogddation models which require the
reporting entity to develop its own assumptions.
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Assets measured at fair value on a recurring lzaisias follows:

Fair Value as of December 31, 2011

Quoted Prices ir Significant
Other Significant
Fair Value . Observable Unobservable
December 31 Active
Markets for
Identical Assets Inputs Inputs
2011 (Level 1) (Level 2) (Level 3)
Recurring:
Investments in money market and short term
treasury instrumen $ 148,98! $  148,98! $ — $ —
Retained interest in entitit 10,707 — — 10,707
Total $ 159,69: $ 148,98! $ — $ 10,70;
Fair Value as of December 31, 2010
Quoted Prices ir Significant
Other Significant
Fair Value . Observable Unobservable
December 31 Active
Markets for
Identical Assets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)
Recurring:
Investments in money market and short term
treasury instrumen $ 177,81t $ 177,81¢ $ — $ —
Retained interest in entitit 10,28: — — 10,28:
Total $ 188,09¢ $ 177,81t $ — $ 10,28

The Company has recorded a retained interest e&bect to the monetization of certain installmegies, which is recorded in other
assets. The retained interest is an estimate lwastte present value of cash flows to be receiwed the life of the installment notes. The
Company’s continuing involvement with the entitieén the form of receipts of net interest paymewtsich are recorded as interest income
and approximated $0.6 million, in 2011 and $0.4io1i12010 and 2009, respectively. In addition, @@mpany will receive the payment of the
remaining principal on the installment notes atehd of their 15-year maturity period.

The fair value adjustment is determined based emtfyinal carrying value of the notes, allocatetileen the assets monetized and the
retained interest based on their relative fair galtithe date of monetization. The Company’s rethinterests consist principally of net excess
cash flows (the difference between the interestivec on the notes receivable and the interestqaithe debt issued to third parties and the
collection of notes receivable principal net of tepayment of debt) and a cash reserve accoumtv&ais of the retained interests are
estimated based on the present value of futuresexzsh flows to be received over the life of thees, using management’s best estimate of
underlying assumptions, including credit risk aigtdunt rates.

The debt securities are payable solely out of #sets of the entities (which consist of the instahit notes and the irrevocable letters of
credit). The debt investors in the entities haveeomurse to the Company for payment of the dehtrgees. The entities’ financial position and
results of operations are not consolidated in thm@any’s financial statements. In addition, the @any has evaluated the recently issued
accounting requirements of Topic 810 and has détewmhthat it is not required to consolidate thafioial position and results of the entities as
the Company is not the primary decision maker wésgpect to activities that could significantly inspéhe economic performance of the
entities, nor does the Company perform any seitiwity related to the entities.

In accordance with ASC 32Fvestments — Other, Subtopic 40 — Beneficial éstisrin Securitized Financial Assetee Company
recognizes interest income over the life of thairetd interest using the effective yield methochwdiscount rates ranging from 2%-7%. This
income adjustment is being recorded as an offseis®on monetization of notes over the life ofitistallment notes. In addition, fair value
may be adjusted at each reporting date when, asethnagement’s assessment of current informatidresents, there is a favorable or
adverse change in estimated cash flows from casisfpreviously projected. The Company did not ré@ny adjustments as a result of
changes in previously projected cash flows duridg12 2010 or 2009.
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The following is a reconciliation of the Company&tained interest in entities:

2011 2010

Balance January $10,28: $ 9,881
Accretion of interest incom 424 402
Balance December & $10,70:7 $10,28:

On October 21, 2009, the Company entered intoadesfic alliance agreement with Southwest Airlireatilitate the commencement of
low-fare air service in May 2010 to the Northwekdrila Beaches International. The Company has dgieeeimburse Southwest Airlines if it
incurs losses on its service at the new airporinduhe first three years of service by making #jet break-even payments. There was no
reimbursement required up through the period efEmember 31, 2011. The agreement also providesSthahwest's profits from the air
service during the term of the agreement will bareti with the Company up to the maximum amounhef@ompany’s break-even payments.

The term of the agreement extends for a periotirektyears ending May 23, 2013. Although the ages¢mmioes not provide for
maximum payments, the agreement may be terminatéitebCompany if the payments to Southwest excé@ddmillion in the second year of
air service. Southwest may terminate the agreeihgtactual annual revenues attributable to tinservice at the new airport are less than
certain minimum annual amounts established in giieeament.

At inception, the Company measured the associdgedlsy guarantee liability at fair value based upatiscounted cash flow analysis
based on management’s best estimates of futureflomshito be paid by the Company pursuant to thetegic alliance agreement. These cash
flows were estimated using numerous assumptiosdimg future fuel costs, passenger load factardaees, and seasonality. Subsequently,
the guarantee is measured at the greater of thedfie of the guarantee liability at inceptiortloe amount that is probable and reasonably
estimable of occurring.

The Company carried a standby guarantee liabifi§0o8 million at December 31, 2011 related to girategic alliance agreement.

The Company reviews its long-lived assets for impant whenever events or changes in circumstandésate that the carrying amount
of an asset may not be recoverable. Homes are meebatlower of carrying value or fair value. Tlag fvalue of these homes is determined
based upon final sales prices of inventory soldnduthe period (level 2 inputs) or estimates ofisglprices based on current market data
(level 3 inputs). Other properties for which maraget does not intend to sell in the near term alearcurrent market conditions and has the
ability to hold are evaluated for impairment basednanagement’s best estimate of the long-ternandesventual disposition of the property
(level 3 inputs) For projects under developmentestimate of future cash flows on an undiscountesishis performed using estimated future
expenditures necessary to maintain and completexiséing project, including infrastructure and anitye costs, and using management’s best
estimates about future sales prices, sales volusaéss velocity and holding periods (level 3 inputhe estimated length of expected
development periods, related economic cycles amerent uncertainty with respect to these projasth sis the impact of changes in
development plans including changes in intendedsush as whether land is sold in bulk or in indidtllots, or is sold in developed or
undeveloped condition and the Company’s intentatility to hold the projects through the developitrgeriod, could result in changes to
these estimates. For operating properties, an aiof undiscounted cash flows requires managetoenake similar assumptions about the
use and eventual disposition of such properties.

For the assets described above, the Company usgsg/anethods to determine fair value, such aarfglyzing expected future cash
flows, (ii) determining resale values by market(idy applying a capitalization rate to net opémgtincome using prevailing rates in a given
market. Fair value of a property may be deriveldegifrom discounting projected cash flows at arrapipate discount rate (10% to 20%),
through appraisals of the underlying property, oombination thereof.
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The Company’s assets measured at fair value om@oarring basis are those assets for which thepaosnhas recorded valuation
adjustments and impairments during the year. Thetasneasured at fair value on a nonrecurring basis as follows at December 31, 2011.

Quoted Prices ir Significant
Other Significant
Acti Observable Unobservable Fair Value Total
ctive December 31 Impairment
Markets for
Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) 2011 Charge
Non-financial assets
Investment in real esta $ — $ 1,22¢ $ 93,127 $ 94,35 $377,27(
Notes receivabl — — — — 55
Total asset $ — $ 1,22¢ $ 93,127 $ 94,35. $377,32!

As a result of the Company’s impairment analyse&0ifil, investment in real estate with a carryingamnt of $471.7 million was written
down to fair value of $94.4 million resulting in pairment charges of $377.3 million. AdditionallgetCompany wrote off a note receivable
with a book value of $0.1 million.

The assets measured at fair value on a nonrecurasig were as follows at December 31, 2010:

Quoted Prices ir Significant
Other Significant
. Observable Unobservable Fair Value
Active December 31
Markets for
Identical Assets Inputs Inputs Total
(Level 1) (Level 2) (Level 3) 2010 Charge
Non-financial assets
Investment in real esta $ — $ 1,72¢ $ 7,13« $ 8,86: $4,29i
Investment in unconsolidated affiliat — (2,220 — (2,220 3,82¢
Notes receivabl — 677 — 677 502
Total asset $ — $ 18¢ $ 7,13« $ 7,32 $8,62:

As a result of the Company’s impairment analyse20ih0, investment in real estate with a carryingant of $13.2 million was written
down to fair value of $8.9 million resulting in anpairment charge of $4.3 million.

5. Investment in Real Estate
Investment in real estate as of December 31, 2012810 consisted of the following:

2011 2010
Operating property
Residential real esta $136,56: $178,41°
Commercial 4,691 —
Rural land sale 13¢ 13¢
Forestry 58,08 60,33¢
Other 41C 51C
Total operating propert 199,89( 239,40!
Development property
Residential real esta 157,24! 478,27¢
Commercial real esta 57,60( 65,46"
Rural land sale 9,57: 7,44¢
Other — 30€
Total development proper 224,41¢ 551,49!
Investment property
Commercial real esta 70C 1,752
Forestry 952 952
Other 3,471 5,901
Total investment propert 5,124 8,60¢
Investment in unconsolidated affiliate
Residential real esta 2,25¢ (2,127)
Total real estate investmer 431,69: 797,38
Less: Accumulated depreciati 44,48¢ 41,99:
Investment in real esta $387,20: $755,39:
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Included in operating property are Company-ownedrities related to residential real estate, the @omy’s timberlands and land and
buildings developed by the Company and used fomeeruial rental purposes. Development property aissif residential and commercial
real estate land and inventory currently under kgraent to be sold. Investment property includes@ompany’s land held for future use. See
Note 3, Impairments of Lol-lived Assets for further discussion regarding iinp&nt charges the Company recorded in its resialesrtd
commercial real estate segments during 2011 an@d.201

Depreciation expense from continuing operationsmegl on real estate was $12.2 million in 20115$8illion in 2010 and $9.9 million
in 2009.

6. Investment in Unconsolidated Affiliates

Investments in unconsolidated affiliates, includtedeal estate investments, are recorded usingdhéy method of accounting and, as of
December 31, 2011 and 2010 consisted of the fotigwi

Ownership 2011 2010
East San Marco L.L.C. (¢ 50% 2,16t (2,220
Rivercrest, L.L.C 5C% — —
Paseos, L.L.C 5C0% 94 98
ALP Liquidating Trust 26% — —
Total $2,25¢ $(2,127)

(1) During 2010, the Company determined that ite&ment in East San Marco L.L.C. has experienoeagtlzer than temporary decline in
value and has written its investment down to curfain value. Based on the Company’s guaranteeigiatibn to the partnership, the
Company carried a negative investment balance e¢mber 31, 201(

Summarized financial information for the unconsata&ll investments on a combined basis is as follows:

2011 2010

BALANCE SHEETS:

Investment in real estate, r $12,35¢ $12,33¢

Other asset 20,08¢ 21,27:

Total asset 32,44« 33,61(

Notes payable and other d¢ $ — $ 8,767

Other liabilities 1,15: 1,46¢

Equity(2) 31,291 23,37

Total liabilities and equit $32,44¢ $33,61(

2011 2010 2009

STATEMENTS OF OPERATIONS
Total revenue $ 11 $ 14 $ 514
Total expense 1,04z 2,84 2,12:
Net (loss) $(1,037) $(2,837) $(1,60¢)

(2) The majority of the equity in unconsolidated inveshts relates to ALP Liquidating Tru“The Trust). In 2008, the Company wr-off
its investment in the Trust as a result of the Traserving its assets to satisfy potential claémg obligations in accordance with its
publicly reported liquidation basis of accountiSgbsequently, the Trust changed its method of attewuto a going concern basis and
reinstated its equity and stated it would reportaie expenses as they are incurred. The Compaandtarecorded any additional equity
income as a result of the tr's change in accountin
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7. Notes Receivable
Notes receivable at December 31, 2011 and 2010stedof the following:

2011 2010
Various builder notes, non-interest bearing — 54% 8.0% at December 31, 2011 and 2010, respegti

due October 2012 thru January 2( 712 2,35¢
Pier Park Community Development District notes,-interest bearing, due December 2024, n¢

unamortized discount of $0.1 million, effectiveesat.73%— 8.0% 2,76¢ 2,762
Various mortgage notes, secured by certain reateebearing interest at various re 1,08: 611
Total notes receivabl $4,56: $5,731

The Company evaluates the carrying value of theswceivable and the need for an allowance fobtfidunotes receivable at each
reporting date. Notes receivable balances are t&djts net realizable value based upon a revieantfy specific facts or when terms are
modified. During 2009, the Company settled its satceivable with Saussy Burbank for less than hadlke and recorded a charge of
$9.0 million. As part of the settlement, the Compagreed to take back previously collateralize@iery consisting of lots and homes which
were valued at current estimated sales pricesclests to sell. Subsequently, all the lots and rsowere sold which resulted in an additional
impairment charge of $1.1 million. The Company atsworded a charge of $7.4 million related to thigeroff of the outstanding Advantis nc
receivable balance during 2009 as the amount wasrdimed to be uncollectible. In addition, the C@myp received a deed in lieu of
foreclosure related to a $4.0 million builder noteeivable during 2009 and renegotiated termseaelt certain other builder notes receivable
during 2010 and 2009. These events resulted inimmeat charges of $0.5 million and $1.9 million2810 and 2009, respectively.

8. Pledged Treasury Securities

Approximately $29.3 million of mortgage debt wadadesed in connection with the sale of an officdding in 2007. The defeasance
transaction resulted in the establishment of aadzfece trust and deposit of proceeds of $31.lomiihich will be used to pay down the
related mortgage debt (see Note 12). The proceeds wvested in government backed securities wiviete pledged to provide principal and
interest payments for the mortgage debt previocsliateralized by the commercial building. The istreents have been included, and the
related debt continues to be included, in the CampjsaConsolidated Balance Sheets at December 31, 20d 2010. The Company has
classified the defeasance trust investment astbefdaturity because the Company has both the iatetithe ability to hold the securities to
maturity. Accordingly, the Company has recordeditivestment at cost, adjusted for the amortizagiba premium, which approximates
market value of $23.3 million at December 31, 2011.

9. Property, Plant and Equipment
Property, plant and equipment, at depreciated esstf December 31, 2011 and 2010 consisted dbtlosving:

Estimated
Useful Life
2011 2010 (in years)
Transportation property and equipm $10,14( $10,14( 3
Machinery and equipme! 18,97¢ 21,54: 3-10
Office equipmen 19,84t 15,39 5-10
Autos, trucks, and airplan 1,951 1,89t 5-10
50,91« 48,96
Less: Accumulated depreciati 36,51« 36,84¢
14,40( 12,12:
Construction in progres 54€ 893
Total $14,94¢ $13,01¢
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Depreciation expense from continuing operationprperty, plant and equipment was $2.8 million@12, $3.4 million in 2010 and
$4.5 million in 2009. During 2010 and 2009, the Qxamy sold and/or disposed of certain assets inaximm with its sales of non-strategic
assets. The cost and accumulated depreciationiatsbwith these assets for 2010 was $3.1 millioch $3.0 million, respectively.

10. Restructuring

On February 25, 2011, the Company entered intgpar&gon Agreement with Wm. Britton Greene in castioe with his resignation as
President, Chief Executive Officer and directotred Company. On April 11, 2011, the Company entargdseparation agreements with four
additional members of senior management. Additignaeértain other employees were terminated pursizaiine Company 2011 restructurin
program. In connection with these terminations,Gloepany expensed $10.9 million during 2011.

The charges associated with the Company’s 201ductsting program by segment are as follows:

Residentia

Commercial Rural
Real Land
Estate Real Estate Sales Forestry Other Total
2011:
One-time termination benefits to employe $ 628 $ 1.65¢ $20¢€ $ 77 $8,36¢ $10,93!
Cumulative restructuring charges, January 1, 288dugh December 3.
2011 $ 628 $ 1.65¢ $20¢ $ 77 $8,36¢ $10,93!
Remaining one-time termination benefits to emplayeeto be incurred
during 2012 $ — $ - $— $ — $ — $ —

During 2010, the Company relocated its corporatafaarters from Jacksonville, Florida to WaterSouorida. The Company also
consolidated other existing offices from Tallahasd®ort St. Joe and Walton County into the Watem8dacation. During 2009, the Company
implemented a restructuring plan to align emplolyeadcount with the Company’s projected workloace 2009 restructuring expense
primarily included severance benefits related ®dbparture of three senior executives.

The charges associated with the Company’s 2010udsting and relocation program and 2009 restrimguplan by segment are as
follows:

Residentia
Commercial
Rural
Real Land
Estate Real Estate Sales Forestry Other Total
2011:
One-time termination and relocation benefits to empés $ 73 3 B $ (12 $ — $ 558 $ 61¢
2010:
One-time termination and relocations benefits to empts $ 961 $ 46 $ 781 $ 19 $ 3,27C $ 5,251
2009:
One-time termination benefits to employe $ 871 $ 64 $ 124 $ 1 $ 3,72¢ $ 5,36¢
Cumulative restructuring charges, September 306 20@ugh
December 31, 201 $19,55: $ 1,344 $255¢ $ 494 $13,83¢ $37,78¢
Remaining on-time termination benefits to employe— to be
incurred during 2012 (¢ $ — $ — $ — $ — $ 461 $ 461

(&) Represents costs to be incurred through Decemh&03P.
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Termination benefits are comprised of severancaead|payments for all employees terminated in cotime with the restructuring. At
December 31, 2011, the accrued liability associwiittdl the relocation and restructuring programssisted of the following:

Balance at Balance at

December 31 December 31 Due
within
Costs 12
2010 Accrued Payments 2011 months
One-time termination benefits to employe— 2010 and 200
restructuring and relocation progra $ 96C $ 61€ $ 1,56¢ $ 8 $ 8
One-time termination benefits to employees — 2@&ktructuring
program $ — $10,93: $10,14¢ $ 782 $ 782
Total $ 96C $11,547 $11,71% $ 79C $ 79C

11. Accrued Liabilities and Deferred Credits
Accrued liabilities and deferred credits as of Dmber 31, 2011 and 2010 consist of the following:

2011 2010
Accrued compensation $ 1,681 $ 7,05¢
Restructuring liability 79C 96C
Environmental and insurance liabiliti 1,887 2,08(
Deferred revenu 29,85¢ 29,85¢
Retiree medical and other benefit resel 10C 11,28:
Legal 2,972 10,02
Other accrued liabilitie 10,19¢ 11,977
Total accrued liabilities and deferred cret $47,49 $73,23:

Deferred revenue at December 31, 2011 and 2010des|$23.5 million, respectively, related to a 2688& of approximately 3,900 acres
of rural land to the Florida Department of Transation. Revenue is recognized when title to a djpeparcel is legally transferred. As of
December 31, 2011, 1,595 acres remain to be tnaiedfe

12. Debt
Debt at December 31, 2011 and 2010 consist ofatmfing:
2011 2010

Non-recourse defeased debt, interest payable monttly6a% at December 31, 2011 and 2010, securedaddyp

pledged treasury securities, due October 1, 2Gfbu@es unamortized premium of $1.8 million at Deber 31,

2011) 23,29¢ 25,28!
Community Development District debt, secured byaiarmreal estate and standby note purchase agrégner

May 1, 2016— May 1, 2039, bearing interest at 6.70% to 7.15%extember 31, 2011 and 20 30,15¢ 29,37(
Total debi $53,45¢  $54,65!
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The aggregate maturities of debt subsequent torbleee31, 2011 are as follows (a):

2012 2,01¢
2013 1,58¢
2014 1,507
2015 18,18¢
2016 —

Thereaftel 30,15¢
Total $53,45¢

(a) Includes debt defeased in connection with e af the Company’s office portfolio in the amowofits23.3 million.

On June 28, 2011, the Company notified Branch Bankind Trust Company that it was exercising ithtrtg early terminate the Credit
Agreement which was scheduled to mature on Septeh®)@012. The termination was effective on Jyl2dl1. The Company did not incur
any prepayment penalties in connection with théyeéarmination of the Credit Agreement.

Community Development District (“CDD”) bonds fina@tthe construction of infrastructure improvementtseveral of the Company’s
projects. The principal and interest payments erbibnds are paid by assessments on, or from saleseuals of, the properties benefited by the
improvements financed by the bonds. The Companydwsded a liability for CDD debt that is assoethtvith platted property, which is the
point at which the assessments become fixed orrditable. Additionally, the Company has recorddidlaility for the balance of the CDD
debt that is associated with unplatted properilyigf probable and reasonably estimable that the@2my will ultimately be responsible for
repaying either as the property is sold by the Camgor when assessed to the Company by the CDor8icgly, the Company has recorded
debt of $30.2 million and $29.4 million related@®D debt as of December 31, 2011 and December(D, 2espectively. Total outstanding
CDD debt was $56.8 million at December 31, 2011 $&id 7 million at December 31, 2010.

In connection with the sale of the Company'’s oftieglding portfolio in 2007, the Company has appmately $29.3 million of defeased
debt. The Company purchased treasury securitiéisisat to satisfy the scheduled interest and ppalcpayments contractually due under the
mortgage debt agreement. These securities weredhlato a collateral account for the sole purpddemding the principal and interest
payments as they become due. The indebtednessieorathe Company’s Consolidated Balance She&s@mber 31, 2011 and 2010 since
the transaction was not considered to be an exshgwent of debt.

13. Income Taxes
The provision for income taxes (benefit) for thegeended December 31, 2011, 2010 and 2009 cofisist following:

2011 2010 2009

Current:

Federal $(2,09) $ (134  $(64,69)

State (70) 27¢ (34€)

Total (2,167) 141 (65,04¢)
Deferred:

Federal (52,45() (18,089 (4,160

State (1,047) (5,906) (16,517

Total (53,49)) (23,990) (20,677)
Total provision (benefit) for income tax $(55,65¢) $(23,849) $(85,71%)

Total income tax (benefit) for the years ended Dawer 31, 2011, 2010 and 2009 was allocated indhsdtidated financial statements
follows:
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Tax (benefit) recorded in the Consolidated StatasmehOperations:

Loss from continuing operatiol

Gain on sales of discontinued operati

Loss from discontinued operatio

Total

Tax benefits recorded on Consolidated Stateme@Ghahges in Equity
Excess tax expense on stock compens:

Deferred tax expense on accumulated other compsaleimcome
Total

Total income tax(benefi

2011 2010 2009
$(55,65) $(23,849  $(81,22)
— — 49
— — (4,540)
(55,659 (23,849 (85,71
907 362 801
7,88¢ 1,33¢ 17,48:
8,79¢ 1,697 18,28:
$(46,869) $(22,15)  $(67,43Y

Income tax (benefit) attributable to income fronmtiouing operations differed from the amount conepluby applying the statutory

federal income tax rate of 35% to pre-tax incoma essult of the following:

Tax at the statutory federal rate

State income taxes (net of federal ben:

Increase (decrease) in valuation allowa

FAS 106 Medicare Subsic

Real estate investment trust income exclu
Other permanent differenc

Total income tax benefit from continuing operatis

2011 2010 2009

$(135,07) $(20,899)  $(71,55)
(13,509) (2,090 (7,15¢)
94,50¢ 28 (1,657)

(64) 622 —
(1,46¢) (1,357) (1,757
(45) (154) 891
$ (55,659 $(23,849  $(81,22)

The tax effects of temporary differences that gise to significant portions of deferred tax assetd deferred tax liabilities as of

December 31, 2011 and 2010 are presented below:

Deferred tax assets (liability
Federal net operating carryforwe
State net operating loss carryforwi
Impairment losse
Deferred compensatic
Accrued casualty and other reser
Capitalized real estate tax
Liability for retiree medical pla
Prepaid income on land sal
Other
Total gross deferred tax ass
Valuation allowanct
Total net deferred tax asst
Deferred tax liabilities
Deferred gain on land sales and involuntary conops
Prepaid pension ass
Installment sals
Depreciatior
Other
Total gross deferred tax liabilitie
Net deferred tax asset (liabilit
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2011

$ 32,20!
21,44;
147,46°
1,09z
102
7,781
39
10,53¢
4,081
224,744
(95,469
129,27

32,72¢
17,29
58,86!
4,63¢
4,04
117,56
$ 11,71t

2010

$ 21,75
18,83’
7,94¢
7,23¢
5,521
7,17¢
4,917
10,12+
3,57¢
87,08
(964)
86,12

34,28
15,78:
57,89¢
6,83(
5,95(
120,74t

$(34,62Y
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At December 31, 2011, the Company had a federadperating loss carryforward of approximately $9@i0ion and a state net
operating loss carry forward of $612.6 million. Tkenet operating losses are available to offsatditixable income through 2031.

In general, a valuation allowance is recorded ffdabon the weight of available evidence it is nitedy than not that some portion or all
of the deferred tax asset will not be realized Ratibn of the Company’s deferred tax assets i€ddent upon the Company generating
sufficient taxable income in future years in thempriate tax jurisdictions to obtain a benefitfrthe reversal of deductible temporary
differences and from loss carryforwards. Basechertiming of reversal of future taxable amounts tiedCompany’s recent history of losses
and future expectations of reporting taxable lossesmagement does not believe it met the requirtsrienealize the benefits of certain of its
deferred tax assets and has provided for a valuatiowance of $94.5 million at December 31, 200He Company also recorded in 2011 a
valuation allowance of $3.8 million to offset theferred tax asset component recognized in Accureii@ther Comprehensive Income.

At December 31, 2010, the Company had a valuatiomwance of $1.0 million related to state net opiagalosses and charitable
contribution carry forwards.

The Company and its subsidiaries file income taxrres in the U.S. federal jurisdiction and varistetes. A reconciliation of the
beginning and ending amount of unrecognized tacefitsris as follows:

2011 2010
Balance at beginning of ye $ 1,401 $1,44¢
Decreases related to prior year tax positi (1,407 (48)
Increased related to current year tax posit 1,722 —

Balance at December 2 $1,722 $1,401

The Company had approximately $1.7 million and $tilion of total unrecognized tax benefits as afdember 31, 2011 and 2010,
respectively. Of this total, there are no amouffitsrwecognized tax benefits that, if recognizeduldaffect the effective income tax rate. Tk
were no penalties required to be accrued at DeceBih2011 or 2010. The Company recognizes intenedtor penalties related to income tax
matters in income tax expense. The Company'’s temd(fit) expense included $(0.2) million and ($0r&lion of interest (benefit) expense (net
of tax benefit) in 2011 and 2010, respectivelyatidition, the Company had accrued interest of aath$0.2 million (net of tax benefit) at
December 31, 2011 and 2010, respectively.

The IRS completed the examination of the Compatakgeturns for 2007, 2008 and 2009 without adjestmThe Company does not
currently anticipate that the total amount of uogrdzed tax benefits will significantly increased®crease within the next twelve months for
any additional items.

14. Employee Benefits Plans
Pension Plan

The Company sponsors a cash balance defined bpeafiton plan that covers substantially all of#taried employees (the “Pension
Plan”). Amounts credited to employee accounts é@Rension Plan are based on the employees’ yeaes\wite and compensation. The
Company complies with the minimum funding requiretseof ERISA.
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Obligations and Funded Status
Change in projected benefit obligation:

2011 2010
Projected benefit obligation, beginning of year $ 29,197 $30,69:
Service cos 3,05¢ 1,86¢
Interest cos 1,22¢ 1,47¢
Actuarial loss 301 484
Benefits paic (16) (11)
Amendment: 2,43 1,48(
Curtailment charg 1,022 27¢
Settlement los (11,399 (7,079
Projected benefit obligation, end of yt $ 25,82¢ $29,19:

Change in plan assets:
_ 2011 2010

Fair value of assets, beginning of year $ 70,18¢ $72,96¢
Actual return on asse 2,691 4,51¢
Settlement: (11,399 (7,079
Benefits and expenses pi (541 (225
Fair value of assets, end of y: $ 60,95 $70,18¢
Funded status at end of ye $ 35,12¢ $40,99:
Ratio of plan assets to projected benefit oblige 23€% 24C%

The Company recognized a prepaid pension ass&5ot $nillion and $41.0 million at December 31, 2@ht 2010, respectively. The
accumulated benefit obligation of the Pension Rlas $25.8 million and $28.8 million at December 3111 and 2010, respectively

Amounts not yet reflected in net periodic pensiost@nd included in accumulated other comprehenssgat December 31 are as
follows:

2011 2010 2009
Prior service cost $2,50: $ 3,27- $ 3,558
Loss 7,37¢ 9,91( 12,27¢
Accumulated other comprehensive i $9,88( $13,18: $15,83!
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A summary of the net periodic pension cost (creatity other amounts recognized in other comprehemsss (income) are as follows:

2011 2010 2009
Service cos $3,05¢ $186¢ $ 1,44
Interest cos 1,22t 1,47¢ 4,82
Expected return on asst (3,039¢) (4,247%) (9,439
Prior service cost 64¢ 69t 70¢
Amortization of loss — — 1,01t
Settlement los 3,69¢ 2,791 46,04
One-time charge in connection with an increase in hienédr certain participant 1,401 — —
Curtailment charg 2,17: 1,34¢ —
Net periodic pension co $9,167 $3,93: $44,60(
Other changes in Plan Assets and Benefit Obligatienognized in Other Comprehensive Inco
Prior service (cost) crec (769) (282) (710
Loss (gain; (2,537 (2,36 (44,202)
Total recognized in other comprehensive loss (inex (3,300 (2,650) (44,917
Total recognized in net periodic pension cost ahérncomprehensive loss (incon $5867 $128. $ (312

The estimated transition obligation, prior serosts and actuarial loss that will be amortizednfeccumulated other comprehensive

income into net periodic pension cost (credit) dbernext fiscal year is zero and $0.4 million aedb, respectively.

The Company incurred settlement losses and cusailimharges for certain participants totaling $8ilion in 2011 and $4.1 million in

2010 related to its reduced employment levels imeation with its restructurings.

On June 18, 2009, the Company, as plan sponsbegfension plan, signed a commitment for the pend@an to purchase a group
annuity contract from Massachusetts Mutual Lifeunasice Company for the benefit of the retired pgodints and certain other former
employee participants in the pension plan. Cureemployees and former employees with cash baland#ipension plan are not affected by
the transaction. The purchase price of the grompincontract was approximately $101.0 million,igihwas funded from the assets of the
pension plan on June 25, 2009. The transactioriteesin the transfer and settlement of pension fieoleligations of approximately
$93.0 million. In addition, the Company recordeoa-cash pre-tax settlement charge to earningsgltine second quarter of 2009 of
$44.7 million. The Company also recorded a preetaxlit in the amount of $44.7 million in Accumuldt®ther Comprehensive Income on its
Consolidated Balance Sheets offsetting the non-chalge to earnings. As a result of this transactite Company was able to significantly

increase the funded ratio thereby reducing therpiatifor future funding requirements.
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Assumptions
Assumptions used to develop end of period benbfigations:

2011 2010

Discount rate 4.1% 5.04%

Rate of compensation incree 3.75% 3.75%

Assumptions used to develop net periodic pensish (@oedit):
2011 2010 2009

Average discount rate 4.5% 5.0€% 6.05%
Expected long term rate of return on plan as 5.0(% 6.0(% 8.0(%
Rate of compensation incree 3.7%% 3.7% 4.0(%

To develop the expected long-term rate of returagsets assumption, the Company considered thentlewel of expected returns on
risk free investments (primarily government bondsg, historical level of the risk premium assoaiatéth the other asset classes in which the
portfolio is invested and the expectations for fatteturns of each asset class. The expected retueach asset class was then weighted basec
on the target asset allocation to develop the @gddongterm rate of return on assets assumption for tinéghio. This resulted in the selecti
of the 5.0%, 6.0% and 8.0% assumption in 2011, 201D2009, respectively.

Plan Assets

The Company'’s investment policy is to ensure, alierlongterm life of the Pension Plan, an adequate poabkséts to support the ben
obligations to participants, retirees and benefiega In meeting this objective, the Pension Pkseks the opportunity to achieve an adequate
return to fund the obligations in a manner consistéth the fiduciary standards of ERISA and witpradent level of diversification.
Specifically, these objectives include the desire t

» invest assets in a manner such that contributiemain within a reasonable range and future asse@vailable to fund liabilities
* maintain liquidity sufficient to pay current bentefivhen due; an
» diversify, over time, among asset classes so asaatsa reasonable return with acceptable rislapital loss

The Company'’s overall investment strategy is tdeaha range of 65-95% fixed income investments&d35% equity type
investments.

Following is a description of the valuation methtmdpes used for assets measured at fair value erleer 31, 2011.

Common/collective trustsvValued based on information reported by the inwestt advisor using the financial statements otctilkective
trusts at year end.

Mutual funds and money market fundéalued at the net asset value (NAV) of shared bglthe Plan at year end.

Other: The other investment consists of a royalty investhior which there is no quoted market price. Falue of the royalty
investment is estimated based on the present wlugure cash flows, using management’s best edérof key assumptions, including
discount rates.

The preceding methods described may produce adhie calculation that may not be indicative of regtlizable value or reflective of
future fair values. Furthermore, although the Comypzelieves its valuation methods are appropriate@nsistent with other market
participants, the use of different methodologieassumptions to determine the fair value of ceffiagincial instruments could result in a
different fair value measurement at the reportiatgd
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The following table sets forth by level, within tfer value hierarchy, the Plan’s assets at faineas of December 31, 2011:

Assets at Fair Value as of December 31, 2011

Asset Category: Level 1 Level 2 Level 2 Total

Cash $ 401 $ — $— $ 401
Common/collective Trusts( — 35,80¢ — 35,80¢
Mutual Funds(b — 23,87¢ — 23,87¢
Money market Fund 59 — — 59
Other — — 81C 81C
Total $ 46C $59,68! $ 81C $60,95:

(@) Commonl/collective trusts invest in 67% U.S.rsheaturity fixed income investments, 25% U. S.deaCap equities and 8% international
equities.
(b) One hundred percent of mutual funds invest in atgbam fixed income func

The following table sets forth a summary of charigabe fair value of the Plan’s level 3 assetstfar year ended December 31, 2011.

2011
Balance, beginning of ye $582
Unrealized gains (losses) relating to instrumetilisheld at the reporting da _22¢
Balance, end of ye: $81C

The Company does not anticipate making any corttdbs to the plan during 2012. Expected benefitnpaiyts for the next ten years are
as follows:

Expected
Benefit

Year Ended Payments
2012 10,48¢
2013 1,08¢
2014 552
2015 662
2016 1,03¢
2012021 7,35(

Postretirement Benefits

During 2011, the Company discontinued funding pstment medical benefits to retirees, benefiemeand surviving spouses. As a
result, the retiree medical liability was reducgd®i0.5 million, accumulated comprehensive (losa$ weduced by $5.0 million, and employee
insurance expense was reduced by $5.5 millionaldility of $0.1 million and $11.3 million has bemtiuded in accrued liabilities to reflect 1
Company'’s obligation to fund postretirement besedit December 31, 2011 and 2010, respectively.

Deferred Compensation Plans and ESPP

The Company maintains a 401(k) retirement plan gogesubstantially all officers and employees, whiermits participants to defer up
to the maximum allowable amount determined by B® of their eligible compensation. This deferrethpensation, together with Company
matching contributions, which generally equal 108Rthe first 1% of eligible compensation and 50%tlo& next 5% of eligible compensation,
up to 3.5% of eligible compensation, is fully vestnd funded as of December 31, 2011. The Compamtyilsutions to the plan were
approximately $0.2 million, $0.4 million and $0.6llilon in 2011, 2010 and 2009, respectively. Thenany discontinued the matching
contributions as of July 1, 2011.
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In March 2011, the Company’s Supplemental ExeclRgérement Plan (“SERP”) was combined with the @any’s Pension Plan.

The Company discontinued the employee stock puechis as of July 1, 2011.

15. Segment Information

The Company conducts primarily all of its businesfour reportable operating segments: residengial estate, commercial real estate,
rural land sales and forestry. The residential esgdte segment generates revenues from club sodd operations and the development and
of homesites, and to a lesser extent, home satetodhe Company’s exit from homebuilding. The coeneral real estate segment sells or
leases developed and undeveloped land. The rurdiislales segment sells parcels of land includégeirfCompany’s holdings of timberlands.
The forestry segment produces and sells woodf#izevtimber and other forest products.

The Company uses income from continuing operati@fisre equity in income of unconsolidated affilgtancome taxes and
noncontrolling interest for purposes of making d&xis about allocating resources to each segmerassessing each segment’s performance,
which the Company believes represents current paeioce measures.

The accounting policies of the segments are thessthose described above in Note 2, Summarygoifisiant Accounting Policies.
Total revenues represent sales to unaffiliatedooosts, as reported in the Company’s Consolidataté®ents of Operations. All intercompany
transactions have been eliminated. The captiotlehtiOther” consists of non-allocated corporateeyal and administrative expenses, net of
investment income.

The Company’s reportable segments are strategindsssunits that offer different products and smsi They are each managed
separately and decisions about allocations of ressuare determined by management based on thmassgit business units.

Information by business segment is as follows:

2011 2010 2009
OPERATING REVENUES
Residential real esta $ 50,417 $40,25. $ 89,85(
Commercial real esta 4,19¢ 4,57 7,514
Rural land sale 3,97( 25,87¢ 14,30¢
Forestry 86,70 28,84 26,58¢
Consolidated operating revent $145,28" $99,54( $ 138,25
(Loss) from continuing operations before equityoss of unconsolidated affiliates and income ta
Residential real estate( $(385,36") $(47,37()  $(137,85)
Commercial real estate( (20,220 (1,399 (513
Rural land sale 2,61¢ 22,19: 10,11
Forestry 59,06 6,281 4,771
Other(c) (41,965 (35,155 (81,659
Consolidated (loss) from continuing operations befquity in loss of unconsolidated affiliates an
income taxe: $(385,87)  $(55,44¢)  $(205,14)

(@) Includes impairment losses of $361.0 million, $illion and $94.8 million in 2011, 2010 and 2008spectively
(b) Includes impairment losses of $16.3 million in 20
(¢) Includes pension charges of $5.9 million, $4.1ionlland $46.0 million in 2011, 2010 and 2009, retipely.
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2011 2010 2009
CAPITAL EXPENDITURES:

Residential real esta $13,33¢ $ 7,557 $13,68"
Commercial real esta 14,467 7,41F 984
Rural land sale 60 19t 32¢
Forestry 2,76¢ 78t 71¢
Other 93 112 67¢
Discontinued operatior — — 1,982
Total capital expenditure $30,72: $16,06¢ $18,37¢

December 31, 201

December 31, 201

TOTAL ASSETS:

Residential real estate( $ 272,211 $ 639,46(
Commercial real esta 67,65( 72,581
Rural land sale 10,04¢ 7,964
Forestry 58,63¢ 61,75¢
Other 252,74! 269,93
Total asset $ 661,29 $ 1,051,69!

(d) Includes $2.3 million and $(2.2) million of investmt in equity method investees at December 31, 20812010, respectivel

16. Commitments and Contingencies

The Company has obligations under various noncahkzlong-term operating leases for office spackeguipment. Some of these
leases contain escalation clauses for operating,qm®perty taxes and insurance. In addition@bmpany has various obligations under other
office space and equipment leases of less thayesre

Total rent expense was $2.1 million, $2.0 milliovd&2.3 million for the years ended December 3112Q@010, and 2009, respectively.

The future minimum rental commitments under nonetatie long-term operating leases due over thefexyears, including buildings
leased through a sale-leaseback transaction dodl@ss:

2012 $ 457
2013 40€
2014 294
2015 294
2016 and thereafte 3,67¢

The Company has retained certain self-insuran&s visth respect to losses for third party liabilityorkers’ compensation and property
damage.

At December 31, 2011 and 2010, the Company way pasgurety bonds of $15.7 million and $27.9 millisespectively, and standby
letters of credit in the amounts of $0.8 milliorde$0.8 million, respectively, which may potentialBsult in liability to the Company if certain
obligations of the Company are not met.
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In accordance with applicable accounting guidatiee Company establishes an accrued liability togdtion and regulatory matters wt
those matters present loss contingencies thatahepoobable and estimable. In such cases, theyebman exposure to loss in excess of any
amounts accrued. When a loss contingency is notfratbable and estimable, the Company does ndilestan accrued liability. As a
litigation or regulatory matter develops, the Compan conjunction with any outside counsel hanglline matter, evaluates on an ongoing
basis whether such matter presents a loss contigdgkat is probable and estimable. If, at the tohevaluation, the loss contingency related to
a litigation or regulatory matter is not both prbleaand estimable, the matter will continue to lmnitored for further developments that would
make such loss contingency both probable and elsiEm@nce the loss contingency related to litigatio regulatory matter is deemed to be
both probable and estimable, the Company will distalan accrued liability with respect to such lesstingency and record a corresponding
amount of litigation-related expense. The Compamytioues to monitor the matter for further develemts that could affect the amount of the
accrued liability that has been previously estéislis

For matters in which a loss is probable or reaslynadssible in future periods, whether in excesa oélated accrued liability or where
there is no accrued liability, the Company williestte and disclose this range of possible losdetermining whether it is possible to provide
an estimate of loss or range of possible lossCmapany reviews and evaluates its material litayatind regulatory matters on an ongoing
basis, in conjunction with any outside counsel tiagdhe matter, in light of potentially relevamtctual and legal developments. These may
include information learned through the discovemycess, rulings on dispositive motions, settlentéstussions, and other rulings by courts,
arbitrators or others. In cases in which the Compmossesses sufficient appropriate informationeteetbp an estimate of loss or range of
possible loss, that estimate is aggregated antbdest below. There may be other disclosed matteraliich a loss is probable or reasonably
possible but such an estimate may not be pos$iblethose matters where an estimate is possibleagement currently estimates the
aggregate range of possible loss below in exceigeddccrued liability (if any) related to thosettaes. This estimated range of possible loss is
based upon currently available information andulgiexct to significant judgment and a variety ofuasptions, and known and unknown
uncertainties. The matters underlying the estimeaade will change from time to time, and actualitts may vary significantly from the
current estimate. Those matters for which an eséinsanot possible are not included within thisreated range. Therefore, this estimated r:
of possible loss represents what the Company kediey be an estimate of possible loss only fomgerhatters meeting these criteria. It does
not represent the Company’s maximum loss exposuficrmation is provided below regarding the natofall of these contingencies and,
where specified, the amount of the claim associaf#tthese loss contingencies. Based on curremwlatdge, management does not believe
that loss contingencies arising from pending mattecluding the matters described herein, willdhavnaterial adverse effect on the
consolidated financial position or liquidity of t@mpany. However, in light of the inherent undetias involved in these matters, some of
which are beyond the Company’s control, and thg lamge or indeterminate damages sought in sontieese matters, an adverse outcome in
one or more of these matters could be materidléd@ompany’s results of operations or cash flowsfty particular reporting period.

During 2011, the Company settled and paid a $9llGomiaccrued liability in connection with a conttalispute involving the 1997
purchase of land for its former Victoria Park conmity

The Company is subject to costs arising out of ramvhental laws and regulations, which include ddtiigns to remove or limit the effes
on the environment of the disposal or release dhtewastes or substances at various sites, imggites which have been previously sold. It
is the Company’s policy to accrue and charge aga@sings environmental cleanup costs when itabgble that a liability has been incurred
and an amount can be reasonably estimated. Assassets and cleanups proceed, these accruals &eeelvand adjusted, if necessary, as
additional information becomes available.

The Company'’s former paper mill site in Gulf Couatyd certain adjacent property are subject to uaridonsent Agreements and
Brownfield Site Rehabilitation Agreements with fRlerida Department of Environmental Protection. Pager mill site has been rehabilitated
by Smurfit-Stone Container Corporation in accordawith these agreements. The Company is in theegsoof assessing the rehabilitation of
certain adjacent properties. Management is unakdgiantify the rehabilitation costs at this timéeTCompany believes it is probable a loss
will occur related to this matter but is unablestimate range of loss given the unknown natuteefehabilitation, if any, at this time.

Other proceedings and litigation involving envircemal matters are pending against the Company.efgdge environmental-related
accruals were $1.5 million and $1.6 million for tyesars ended December 31, 2011 and 2010, resdgc#tdhough in the opinion of
management none of our litigation matters or govemmtal proceedings is expected to have a matehi@rae effect on the Company’s
consolidated financial position, results of opemasi or liquidity, it is possible that the actual@amts of liabilities resulting from such matters
could be material. Management is unable to quaatifaggregate range of possible loss in excesgeafdcrued liability (if any) related to this
matter.
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On November 3, 2010, a securities class actiondawss filed against St. Joe and certain of ourent and former officers before Judge
Richard Smoak in the United States District Coartthe Northern District of Florida (Meyer v. The Soe Company et al., No. 5:11-cv-
00027). A consolidated class action complaint vilas in the case on February 24, 2011 allegingosrisecurities laws violations primarily
related to our accounting for our real estate as3éte complaint seeks an unspecified amount inradasy We filed a motion to dismiss the ¢
on April 6, 2011, which the court granted withougjpdice on August 24, 2011. Plaintiff filed an arded complaint on September 23, 2011.
The Company filed a motion to dismiss the amendedpdaint on October 24, 2011. On January 12, 28%2Court granted the motion to
dismiss with prejudice and entered judgment in faofdSt. Joe and the individual defendants. On Gatyr 9, 2012, plaintiff filed a motion to
alter or amend the judgment, which the Court depieéebruary 14, 2012. The time for plaintiff tqpapl has not expired.

On March 29, 2011 and July 21, 2011, two separateative lawsuits were filed by shareholders ohdieof St. Joe against certain of
officers and directors in the United States Dist@ourt for the Northern District of Florida (Nakat. Greene et. al., No. 5:11-cv-00090 and
Packer v. Greene, et al., No. 3:1140844). The complaints allege breaches of fiduailatyes, waste of corporate assets and unjustrenent
arising from substantially similar allegations hede described above in the Meyer case. On JW2(#l@, the court granted the parties’ motion
to stay the Nakata action pending the outcomeeMhyer action. On September 12, 2011, a thirdsdévie lawsuit was filed in the Northern
District of Florida (Shurkin v. Berkowitz, et aNo. 5:11-cv-304) making similar claims as thos¢hie Nakata and Packer actions. On
September 16, 2011, plaintiffs in Nakata and Pafilegt a joint motion to consolidate all derivatigetions and appoint lead counsel. On
October 3, 2011, plaintiff in Shurkin filed a crasstion seeking separate lead counsel for Shurkdhcaordination of Shurkin with the other
derivative cases. On October 6, 2011, the Compiéaty & response in which it stated that all denxatases should be consolidated. On
October 14, 2011, Nakata and Packer plaintiffgifd@ amended joint motion seeking consolidatiothoe two cases only. On October 21,
2011, the court issued an order consolidating thkath and Packer lawsuits.

The Company believes that it has meritorious defens the above claims and intends to defend ttienacvigorously. The Company
believes that the probability of loss related tis thigation and an estimate of the amount of Jélsany, are not determinable at this time. The
Company cannot evaluate the likelihood of an unfable outcome related to this litigation to be eitfprobable” or “remote”, nor can they
predict the amount or range of possible loss fromfavorable outcome to give an estimated range.

On January 4, 2011 the SEC notified the Compamwa# conducting an inquiry into the Company’s pekcand practices concerning
impairment of investment in real estate assetsJ@we 24, 2011, the Company received notice fronSthe that it has issued a related order of
private investigation. The order of private invgation covers a variety of matters for the periedibning January 1, 2007 including (a) the
antifraud provisions of the Federal securities lawspplicable to the Company and its past aneéptedficers, directors, employees, partners,
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subsidiaries, and/or affiliates, and/or other pessor entities, (b) compliance by past and presagurting persons or entities who were or are
directly or indirectly the beneficial owner of matean 5% of the Company’s common stock (which idekiFairholme Funds, Inc, Fairholme
Capital Management L.L.C. and the Company’s cur@rdirman Bruce R. Berkowitz) with their reportiolgligations under Section 13(d) of
the Exchange Act, (c) internal controls, (d) boaks records, (e) communications with auditors &nfin@ncial reports. The order designates
officers of the SEC to take the testimony of ther(Ppany and third parties with respect to any oofthese matters. The Company is
cooperating with the SEC on historical matters a as communicating and providing relevant infotioaregarding the Company’s recent
change in investment strategy and impairments.ddrapany believes that the probability of loss edab this matter and an estimate of the
amount of loss, if any, are not determinable & timne. The Company cannot evaluate the likelihofoan unfavorable outcome related to this
matter to be either “probable” or “remote”, nor ¢hry predict the amount or range of possible fags an unfavorable outcome to give an
estimated range.

On October 21, 2009, the Company entered intoadegfic alliance agreement with Southwest Airlireefatilitate the commencement of
low-fare air service in May 2010 to the Northwekdrila Beaches International Airport. The Compaag Agreed to reimburse Southwest
Airlines if it incurs losses on its service at thew airport during the first three years of servitlee agreement also provides that Southwest
Airlines’ profits from the air service during thertin of the agreement will be shared with the Corgpanto the maximum amount of its break-
even payments. The term of the agreement extemdsgderiod of three years after the commenceme8bathwest Airlines’ air service at the
new airport. Although the agreement does not peféd maximum payments, the agreement may be tetadrby the Company if the
payments to Southwest Airlines exceed $14.0 milirothe first year of air service and $12.0 millionthe second year of air service. South'
Airlines may terminate the agreement if its actmtual revenues attributable to the air servithehew airport are less than certain minimum
annual amounts established in the agreement. Thp&ay carried a standby guarantee liability of $filion at December 31, 2011 and
December 31, 2010 related to this strategic aléaagreement.

In November, 2010, the Company entered into a ngyplg agreement with RockTenn that requires the amg to deliver and sell a
total of 3.9 million tons of pine pulpwood throufkecember, 2017. Pricing under the agreement appeigs market, using a formula basec
published regional prices for pine pulpwood. Theeagnent is assignable by the Company, in whole part, to purchasers of its properties, or
any interest therein, and does not contain a #enumbrance, or use restriction on any of St. Joeperties.

17. Quarterly Financial Data (Unaudited)

Quarters Ended

December 3. September 3 June 30 March 31

2011

Operating revenue $ 19,82( $ 26,74¢ $ 25,28¢ $ 73,43¢
Operating profit (loss (383,86.) (4,19¢) (20,57¢) 21,33(
Net income (loss) attributable to the Comp. (328,61) (2,437 (13,336 14,09¢
Basic income (loss) per share attributable to thmgany (3.56) (0.09) (0.19 0.1%
Diluted income (loss) per share attributable toGloenpany (3.56) (0.03) (0.19 0.1t
2010

Operating revenue $ 37,10( $ 27,10t $ 22,03t $ 13,30(
Operating (loss (2,274 (17,95) (15,239 (27,090
Net income (loss) attributable to the Comp. (2,719 (13,116 (8,627) (11,419
Basic (loss) per share attributable to the Comy (0.09) (0.19 (0.09 (0.19)
Diluted (loss) per share attributable to the Conyy (0.03) (0.19 (0.09 (0.13)
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Quarterly results included the following signifitgre-tax charges:

Quarters Ended

December 3. September 3 June 30 March 31
2011
Impairment losse $ 374,84t $ — $1,697 $ 782
Restructuring charg 797 34¢ 5,92¢ 4,47¢
2010
Impairment losse $ 8,067 $ — $ 502 $ 53
Restructuring charg 89¢ 1,654 1,15¢ 1,54(

18. Discontinued Operations

In December 2009, the Company sold Victoria Hillgf&lub as part of the bulk sale of Victoria Palfkaddition, the Company sold its
St. Johns Golf and Country Club. The Company hassdfied the operating results associated withetigedf courses as discontinued operations
as these operations had identifiable cash flowsomedating results. Included in the 2009 discorthaperations are $6.9 million and
$3.5 million (pre-tax) impairment charges to apjpmeate fair value, less costs to sell, related gales of the Victoria Hills Golf Club and St.
Johns Golf and Country Club, respectively.

On February 27, 2009, the Company sold its remgiimimentory and equipment assets related to itsldna State Cypress mill and
mulch plant for a sale price of $1.6 million. Tr®esagreement also included a long-term leaseboflding facility. The Company received
proceeds of $1.3 million and a note receivable@8$nillion in connection with the sale. Assets #abilities previously classified as “held for
sale” which were not subsequently sold were reifladsas held for use in the consolidated balamsetsat December 31, 2010. These
reclassifications did not have a material impacttenCompany’s financial position or operating Hssu
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There were no discontinued operations in 2011 &id2Discontinued operations presented on the Jidased Statements of Operatic
for the years ended December 31, 2009 consistdtedbllowing:

2009
Victoria Hills Golf Club— Residential Segmer
Aggregate revenue $ 2,46
Pre-tax (loss) (7,607
Income taxes (benefi (3,02
(Loss) from discontinued operatio $(4,585)
St. Johns Golf and Country Cl— Residential Segmer
Aggregate revenue $ 2,931
Pre-tax (loss) (3,405
Income taxes (benefi (1,359
(Loss) from discontinued operatio $(2,052
Sunshine State Cypre— Forestry Segmen
Aggregate revenue $1,70i
Pre-tax (loss) (41€)
Pre-tax gain on sal 124
Income taxes (benefi (116
(Loss) from discontinued operatio $ (17¢)
Total (loss) from discontinued operatic $(6,81%)
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THE ST. JOE COMPANY

SCHEDULE 1ll (CONSOLIDATED) — REAL ESTATE AND ACCUM ULATED DEPRECIATION

Description
Bay County, Floride

Land with
infrastructure
Buildings
Residentia
Timberlands
Unimproved lanc
Broward County, Floride
Building
Calhoun County, Florid:
Buildings
Timberlands
Unimproved lanc
Duval County, Floride
Land with
infrastructure
Buildings
Residentia
Timberlands
Franklin County, Floride
Land with
infrastructure
Residentia
Timberlands
Unimproved Lanc
Buildings
Gadsden County, Florid
Land with
infrastructure
Timberlands
Unimproved lanc
Gulf County, Floride
Land with
infrastructure
Buildings
Residentia
Timberlands

DECEMBER 31, 2011
(in thousands)

Initial Cost to Company

Costs
Capitalized
Subsequent t

Carried at Close of Period

Accumulated

Buildings & Acquisition Land & Land Buildings and

Encumbrances Land Improvements (1) Improvements Improvements Total Depreciation

$ 3,55¢ $ 205 $ 59 $ 46,01¢ $ 48,07: 59 $48,66¢f $ 122
— 13,63¢ 11,87: 1,01% 14,121 12,40¢ 26,52¢ 3,40¢
— 21,63¢ 1,30( 18,10t 41,044 — 41,04« —
— 3,89¢ — 10,57¢ 14,47¢ — 14,47t 141
— 2,567 — 7 2,57¢ — 2,57¢ —
— — — 18C — 18C 18C 157
— 1,77¢ — 4,341 6,11¢ — 6,11¢ 60
— 97¢ — 69¢ 1,677 — 1,677 —
— 25C — 162 417 — 417 —
— — — — — — — 3
— 44 — — 44 — 44 11
— 8,77¢ — (1,842 6,93¢ — 6,93¢ 8432
— 1,241 — 1,09: 2,33¢ — 2,33¢ 23
— 21C — 9 21¢ — 21¢ —
— 69 6,527 (4,94%) 147 1,504 1,651 782
— 3,291 — (2,247) 1,05(C — 1,05(C —
— 1,30z — 34: 1,64% — 1,64¢ 16
— 1,664 — — 1,664 — 1,66¢ —
— 2,85t 1,081 4,12: 6,971 1,08: 8,06t 50
— 2,84: 7,11¢ 9,05(C 2,82¢ 16,18: 19,00¢ 6,78¢
— 26,707 52€ 4,62( 31,85: — 31,85 —
— 5,23¢ — 13,99« 19,23: — 19,23: 187
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THE St. JOE COMPANY

SCHEDULE 1ll (CONSOLIDATED) — REAL ESTATE AND ACCUM ULATED DEPRECIATION

Description
Unimproved land

Jefferson CountyFlorida
Buildings
Timberlands
Unimproved lanc

Leon County, Florid:
Land with infrastructur
Buildings
Residentia
Timberlands
Unimproved lanc

Liberty County, Floride
Buildings
Timberlands
Unimproved lanc

St. Johns County, Florid
Land with infrastructur
Buildings
Residentia

DECEMBER 31, 2011
(in thousands)

Initial Cost to Company

Costs Carried at Close of Period
Capitalized
Subsequent t Accumulated
Buildings & Land & Land Buildings and
Encumbrances Land Improvements Acquisition Improvements  Improvements Total Depreciation
— 50€ — 96¢ 1,47¢ — 1,47¢ —
— 67¢ — — 67¢ — 67¢ 7
— 19: — 29 222 — 222 —
— 3,34: — (270) 3,07z — 3,07z 28
— — — 20,68¢ 8,651 12,03¢ 20,68¢ 8,40t
2,90¢ — — 13,26: 13,26: — 13,26: —
— 92: — 87¢ 1,801 — 1,801 17
— 11 — 533 544 — 544 —
— — 58t 21F — 80C 80C 31¢
— 2,43( 20% 233 2,86¢ — 2,86¢ 197
— 1,01¢ — — 1,01¢ — 1,01¢€ —
— — 25E 644 30C 60C 89¢ 482
23,69« 10,85¢ — 3,071 13,92¢ — 13,92¢ —
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THE St. JOE COMPANY

SCHEDULE 1ll (CONSOLIDATED) — REAL ESTATE AND ACCUM ULATED DEPRECIATION

Description
Wakulla County, Florida

Land with infrastructur:

Buildings

Timberlands

Unimproved Lanc
Walton County, Florid:

Land with infrastructur

Buildings

Residentia

Timberlands

Unimproved lanc
Other Florida Countie:

Land with infrastructur

Timberlands

Unimproved lanc
Georgia

Land with infrastructur

Buildings

Timberlands

Unimproved lanc
TOTALS

DECEMBER 31, 2011
(in thousands)

Initial Cost to Company

Costs
Capitalized Carried at Close of Period
Subsequent ti Accumulated
Buildings & Land & Land Buildings and

Encumbrances Improvements Acquisition Improvements  Improvements Total Depreciation
— — — 33¢ 33¢ — 33¢ —
— — 5 — — 5 5 5
— 40% — — 40% — 40¢ 4
— 16 — 47 63 — 63 —
— 56 — 3,371 3,421 — 3,421 —
— — 3,471 65,27« 21,82( 46,92°¢ 68,74" 22,33
— 5,221 — 40,45¢ 45,68¢ — 45,68 —
— 354 — 92t 1,27¢ — 1,27¢ 12
— 1,071 — — 1,071 — 1,071 —
— 192 — — 192 — 192 2
— 79 — 60 13¢ — 13¢ —
— 13,322 — (8,527 4,79¢ — 4,79¢ 50
— — 1,78¢ (1,676 — 111 111 39
— 6,461 — — 6,461 — 6,461 3
— 76 — 7 83 — 83 —
$ 30,15¢ $14825¢ $ 3533° $ 24584. $ 336,99 $ 9243: $42943. $ 44,48¢

(1) Includes cumulative impairment
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THE St. JOE COMPANY

SCHEDULE 1ll (CONSOLIDATED) — REAL ESTATE AND ACCUM ULATED DEPRECIATION

DECEMBER 31, 2011
(in thousands)

Notes:

(A) The aggregate cost of real estate owned at Dece®db@011 for federal income tax purposes is agprately $737.0 million

(B) Reconciliation of real estate owned (in thousarfdtotiars):

2011

2010

2009

Balance at Beginning of Ye $ 799,50t $781,66: $921,43!
Amounts Capitalize: 28,30¢ 32,21t 15,84
Impairments (377,270) (4,297) (93,565
Amounts Retired or Adjuste (21,114 (10,076 (62,045
Balance at Close of Perit $429,43. $799,50¢ $781,66¢
(C) Reconciliation of accumulated depreciationtfiousands of dollars

Balance at Beginning of Ye $ 41,99 $ 35000 $ 33,23t
Depreciation Expens 12,21t 9,45: 10,47«
Amounts Retired or Adjuste (9,719 (2,467 (8,709
Balance at Close of Perit $ 44,48¢ $41,99. $ 35,00(
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Exhibit 10.7a
STOCKHOLDER AGREEMENT

This STOCKHOLDER AGREEMENT, dated as of Septembkr2D11 (this “Agreement”), is by and between The St. Joe Company, a
Florida corporation (together with any successtityethereto, the ‘Company ), on the one hand, and the Fairholme Fund, &sa&fi The
Fairholme Funds (Fund "), and Fairholme Capital Management, L.L.C., add&re limited liability company (Fairholme Management”),
on behalf of the Fairholme Accounts (other thanRbed), on the other hand (tRend andFairholme Management, on behalf of the
Fairholme Accounts (other than the Fund), colledtiythe “Fairholme Parties”). The Company, Fund and Fairholme Managemenhedralf
of the Fairholme Accounts (other than the Fundd,sometimes referred to herein asRafty ” and collectively as the Parties.”

WITNESSETH:

WHEREAS, Fairholme Management has stated thatiphaxy voting authority, as of August 19, 2011 batalf of one or more advised
accounts, including the Fund (thé&airholme Accounts”), with respect to 24,625,602 shares of the comstonk of the Company, no par
value per share (theCommon Stock”) representing approximately 26.68% of the issared outstanding Common Stock;

WHEREAS, the Fairholme Accounts may from time todidesire to acquire additional shares of CommookSt' Additional Shares
"), and the Majority Independent Board (as herderadefined) has concluded that, subject to theramts and commitments of the parties
herein and based on circumstances as they exibeatate hereof, the consummation of such tramsectvould be in the best interest of the
Company and its shareholders;

WHEREAS, on or around April 6, 2009, the Board amed the acquisition by the Fairholme Accounts ef&icial Ownership of more
than twenty percent (20%) of the Common Stock ad@ingly the provisions of Section 607.0902 & Hiorida Statutes (theControl
Share Statute”), which provide that shares acquired in exces®08h will not possess any voting rights, did ngblgp

WHEREAS, the Control Share Statute would resthet\voting rights of the Fairholme Accounts withpest to any Additional Shares
(including any Common Stock acquired within nin€dQ) days prior thereto), to the extent that, feilog the acquisition of any Additional
Shares, the Fairholme Accounts Beneficially Owrtlfa}ty-three and one-third percent (33.33%) or epdaut less than fifty percent (50%), of
the Common Stock (thel/3 Threshold”) or (b) fifty percent (50%) of the Common Stoc¢hkd “ Majority Threshold ” and together with the
1/3 Threshold, the Control Share Thresholds”) or more without the Board’s (including the Magrindependent Board’s) prior approval of
the acquisition of such Additional Shares by thetHedme Accounts in excess of the Control Sharee$holds;

WHEREAS, Section 607.0901 of the Florida Statuties { Affiliated Transaction Statute ") may impose certain voting requirements on
certain transactions in which the Fairholme Accswatquired or may acquire Common Stock (includidgitional Shares), to the extent that
such transactions constitute “affiliated transaxtiounder the Affiliated Transaction Statute withte Majority Independent Board’s approval
of such transactions, including approval by a mgjaf “disinterested directc” as defined under the Affiliated Transaction Statated



WHEREAS, in consideration of the Majority IndepentiBoard’s approval of the acquisition of the Adtatial Shares by the Fairholme
Accounts, and the delivery by the Company of thacAuthorization (as hereinafter defined), thedrand Fairholme Management, on be
of the Fairholme Accounts (other than the Fund3hdsave agreed to be bound by the restrictionfosétin this Agreement, subject to the ri
of the Fund or any other Fairholme Account to tewae its advisory agreement with Fairholme Managgrmersuant to the terms of such
advisory agreement (it being understood that #radtich termination of an advisory agreement withHelme Management, an alternative
advisory agreement or other arrangement is entatedor either of the Fairholme Parties to conthe proxy voting authority of shares of the
Company held by such Fairholme Account, then sheles so held will again be covered by this Agragjne

NOW, THEREFORE, in consideration of the mutual ctavts and agreements contained in this Agreemedtioa other good and
valuable consideration, the receipt and sufficieofcyhich is hereby acknowledged, intending todagally bound hereby, the Parties agree as
follows:

ARTICLE |
DEFINITIONS

Section 1.1 Definitions The following terms, as used in this Agreemeatehthe following meanings:

“ Act " means the Florida Business Corporation Act, asraded from time to time.

“ Additional Shares” has the meaning set forth in the recitals.

“ Agreement” has the meaning set forth in the preamble.

“ Affiliate " has the meaning set forth in Rule 12b-2 undeBkehange Act

“ Affiliated Transaction Statute " has the meaning set forth in the recitals.

“ Beneficial Owner” or “ Beneficially Own " and words of similar import have the meaning gigeich term in Rule 13d-3 under the
Exchange Act.

“ Board " means the Board of Directors of the Company.
“ Board Authorization ” has the meaning set forth in Section 3.1.

“ Business Day means any day that is not a Saturday. Sundaydayan which banks located in the State of Floadaauthorized or
obligated by applicable law or executive orderltse or are otherwise generally closed.
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“ Common Stock” has the meaning set forth in the recitals.
“ Company” has the meaning set forth in the preamble.

“ Control " (including the terms ‘Controlling ", “ Controlled ", “ Controlled by ", and “under common control with ") or words of
similar import have the meaning given such terrRime 12b-2 under the Exchange Act.

“ Control Share Statute” has the meaning set forth in the recitals.

“ Control Share Thresholds” has the meaning set forth in the recitals.

“ Excess Share$ has the meaning set forth in Section 3.2(a).

“ Exchange Act” means the Securities Exchange Act of 1934, andet:

“ Fairholme Accounts” has the meaning set forth in the recitals.

“ Fairholme Funds” means Fairholme Funds, Inc., a Maryland corporati
“ Fairholme Management” has the meaning set forth in the preambile.

“ Majority Independent Board " means the Board, as composed of a majority @otiirs who would not be deemed to be interested
directors for purposes of Section 607.0832 of thedk the Company.

“ Non-Affiliate Holders ” means all holders of the then-outstanding shaf€&ommon Stock, other than any of the Fairholmeddmnts
and any other holder of Common Stock that is ailiafé of Fairholme Management, as determined iodgfith by Fairholme Management.

“ Party " and “ Parties” have the meanings set forth in the preamble.

“ Person” means an individual or a corporation, partnersliipited liability company, association, trust,amy other entity or
organization, including a government or politicabdivision or an agency or instrumentality thereof.

“ Private Sale” means any intended privately-negotiated salestiex, pledge or other disposition by any of thehedme Accounts,
directly or indirectly, in one transaction or aissrof related transactions, of shares of Commonk3tat does not occur in an undisclosed
principal transaction effected by one or more brakealers on or through a nationally recognizedistes exchange or automated inter-dealer
guotation system of a registered national secardssociation.

“ Proportional Voting Requirement ” has the meaning set forth in Section 3.2(a).

“ Public Sale” means any disposition by any of the Fairholme d\oas, directly or indirectly, in one transactianacseries of related
transactions, of shares of Common Stock that



is effected by one or more broker-dealers on auh a nationally recognized securities exchangaitomated inter-dealer quotation system
of a registered national securities association.

“ SEC” means the Securities and Exchange Commission.
“ Securities Act” means the Securities Act of 1933, as amended.

“ Voting Standstill Period ” means the period beginning on the date of thiss&gent and ending on the fifth anniversary hereof.

ARTICLE Il
REPRESENTATIONS OF THE PARTIES

Section 2.1 Representations of the Compahlye Company hereby represents to the FairholmePRahat: (a) this Agreement has been
duly authorized, executed and delivered by the Gomg@nd is a valid and binding obligation of ther@any, enforceable against the
Company in accordance with its terms, except asreefment thereof may be limited by applicable baptay, insolvency, reorganization,
moratorium, fraudulent conveyance or similar lawseyally affecting the rights of creditors and sabjto general equity principles; (b) the
execution of this Agreement, the consummation ohes the actions contemplated hereby, and thdlfuént of the terms hereof, in each case
in accordance with the terms hereof, will not épdlict with, result in a breach or violation ofrestitute a default (or an event that with notice
or lapse of time or both could become a defaultdenror pursuant to, result in the loss of a matéeaefit or give any right of termination,
amendment, acceleration or cancellation undersult in the imposition of any lien, charge or enbwance upon any property or assets of the
Company or any of its subsidiaries pursuant tolany any order of any court or other agency of goweent, the Company’s Articles of
Incorporation and Bylaws (in each case, as ametuwlddte) or the terms of any indenture, contraetsé, mortgage, deed of trust, note
agreement, loan agreement or other agreementatiblig condition, covenant or instrument to whicb Company is a party or bound or to
which its property or assets is subject, or (igdger any “change of controffrovisions in any agreement to which the Comparayparty; (c) n
consent, approval, authorization, license or cleegaf, or filing or registration with, or notifitian to, any court, legislative, executive or
regulatory authority or agency is required in oratepermit the Company to perform its obligatiomsler this Agreement, except for such
consents, approvals, authorizations, licensestaneas, filings, registrations or notificationshase already been obtained or made; and (d) the
Company understands and acknowledges that Fairhdiamagement provides services to the Fund, sutiidbe oversight of the board of
directors of the Fairholme Funds and that Fairhditamagemens advisory agreement with each of the Fairholmeofints, including, withot
limitation, the Fund, is subject to termination opielivery of notice.

Section 2.2 Representations of the Fairholme RarBach of the Fund and Fairholme Management, oalbehthe Fairholme Accounts
(other than the Fund), represents and warranteet@€ompany (severally and not jointly) that: (a3 thgreement has been duly
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authorized, executed and delivered by such Pardyisaa valid and binding obligation of such Paegforceable against such Party in
accordance with its terms, except as enforcemenéti may be limited by applicable bankruptcy, lmenocy, reorganization, moratorium,
fraudulent conveyance or similar laws generallgetihg the rights of creditors and subject to gahequity principles; (b) the execution of this
Agreement, the consummation of each of the actonsemplated hereby, and the fulfillment of thertehereof, in each case in accordance
with the terms hereof, will not conflict with, rdsin a breach or violation of, or constitute aaldf (or an event that with notice or lapse of t
or both could become a default) under or pursuaahy law, any order of any court or other agerfayowernment, such Party’s organizational
documents or the terms of any indenture, conttease, mortgage, deed of trust, note agreememt dgeeement or other agreement, obliga
condition, covenant or instrument to which suchtyPara party or bound or to which its propertyassets is subject; and (c) no consent,
approval, authorization, license or clearance ofiliag or registration with, or notification t@ny court, legislative, executive or regulatory
authority or agency is required in order to persnith Party to perform its obligations under thiseggnent, except for such consents,
approvals, authorizations, licenses, clearandégdi registrations or notifications as have alsebeen obtained or made.

ARTICLE 1l
BOARD APPROVAL AND VOTING OBLIGATION

Section 3.1 Board ApprovalAs a material inducement to the Fairholme Pattieanter into this Agreement, the Majority Indegent
Board has approved the resolutions in the formxdfiliit A hereto, as certified by a duly authorized officeth®@ Company, which approved
acquisition by the Fairholme Accounts of Benefi€lalnership of the Additional Shares in excess ef1f8 Threshold, but not in excess of the
Majority Threshold (the Board Authorization ”); provided, that the Board Authorization shallpbe effective upon the execution and
delivery by the Fairholme Parties of this Agreement

Section 3.2 Voting by Fairholme Management

(a) Subject to Section 3.2(b) and Section 3.2(agding) the Voting Standstill Period if, as of theoed dale for determining the
stockholders of the Company entitled to vote atamyual or special meeting of stockholders of tben@any (however noticed or called) or
determining the stockholders of the Company entitteconsent to any corporate action by writtenseo the Fairholme Accounts, individuz
or in the aggregate, have the power to vote a nuofbghares of Common Stock in excess of the gredtg) 30,775,106 shares of Common
Stock representing on the date hereof thirty-tlamed one-third percent (33.33%) of the outstandingn@on Stock and (i) thirty-three and one-
third percent (33.33%) or more of the then-outsitagndhares of Common Stock (in each case, thecess Shares), then at each such
meeting or in each such action by written consaet Fund and Fairholme Management (on behalf oFtigholme Accounts other than the
Fund) shall vote or furnish a written consent ispect of the Excess Shares, or cause the Excesss3bde voted or consented, in each case,
in such manner that is in direct proportion to tfnner in which all of the Company’s shareholderslding the Fairholme Accounts, but
excluding the Excess Shares) vote or



consent (including, for this purpose, any abstestiand “withhold” votes) in respect of each mattesplution, action or proposal that is
submitted to the stockholders of the Company (snahner of voting the Excess Shares being refeored the ‘Proportional Voting
Requirement”). Notwithstanding the foregoing, all shares ofn@oon Stock held by any Fairholme Account (othenttiee Excess Shares)
may otherwise be voted for or against any mattésieole and absolute discretion or, to the extesit voting authority is exercised for such
Fairholme Account by Fairholme Management, thefrdiyholme Management in its sole and absolute eliser. The Company acknowledges
the Board'’s approval of the acquisition by the Ralime Accounts of Beneficial Ownership of Additibi&hares up to the 1/3 Threshold, which
together with all shares of Common Stock up toltt3eThreshold Beneficially Owned by the FairholmecAunts shall not be subject to the
Proportional Voting Requirement, which approval hasbeen rescinded and is hereby ratified andicoaé.

(b) With respect to any meeting of stockholderghef Company (however noticed or called) or anyoackiy written consent of the
stockholders of the Company, the number of Excésses will be determined by the Company promptlpfeing the record date established
for determining the stockholders of the Companytledtto vote at such meeting or entitled to comserany corporate action by written
consent, respectively. From time to time beforesttieeduled date for any such meeting, and from tintine during the pendency of any such
action by written consent, the Company shall inférarholme Management of the voting tabulationsl(iding, for this purpose, all votes “for”
or “against” and all “abstentions” and “withholdbtes by the Non-Affiliate Holders) for such meetmgaction by written consent (it being
understood and agreed by the Parties that the Qongteall request the proxy solicitation firm engads it, if any, in connection with such
meeting or action by written consent to providehstabulations directly to Fairholme Management fitimre to time) for the purpose of
exercising the voting rights (or comparable riglatitendant to the Excess Shares in accordancelvetiequirements of this Agreement;
provided, however, that the failure of the Company to obtain, orkaime Management to receive, voting tabulations alaily basis pursuant
to Section 3.2(a) and this Section 3.2(b) shallratiéve the Fairholme Accounts of their obligatiorvote or consent, or to cause Fairholme
Management to vote or consent, the Excess Shamswsded in Section 3.2(a) and this Section 3.2(b)

(c) Notwithstanding anything to the contrary in @t 3.2(a) or Section 3.2(b), the Proportional MgtRequirement shall not apply
to the Fairholme Accounts, and the Fairholme Acteshall be permitted to vote or consent all shafé€ommon Stock that the Fairholme
Accounts beneficially own, in connection with arybfic “solicitation” (as such term is used in th@xy rules of the SEC) of proxies or
consents in opposition to, or in favor of the remaf, any of the Company’s directors or nominesdirector by any Person or “group” (as
such term is used in Section 13(d) and Section)Ief(the Exchange Act) to the extent that suchc#talion is commenced and conducted by a
Person or “group” other than Fairholme Managemadta the Fairholme Accounts.

Section 3.3 Termination of Voting Standstill Periddotwithstanding anything to the contrary in tAigreement, the Voting Standstill
Period shall immediately be suspended in accordaitbethe last sentence of this Section 3.3 or teated, as the case may be, and during
suspension period, or from and after such ternonatiespectively, there shall be no
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restriction on any of the Fairholme Accounts’ arttie extent voting authority is exercised for &ayrholme Account by Fairholme
Management, on Fairholme Management’s ability tte\ay furnish a written consent in respect of amgres of Common Stock that it
Beneficially Owns, following (a) any Person or “gd (as such term is used in Section 13(d) and Sec#m) bf the Exchange Act) other tt
Fairholme Management or the Fairholme Accounts inécg the Beneficial Owner, directly or indirectlyf, fifteen percent (15%) or more of
the outstanding shares of Common Stock at any difitee the date hereof with or without the prior epal of the Majority Independent Board
(for the avoidance of doubt the Person or “growgierred to in this subclause (a) shall not incladg Person or “group” that is the Beneficial
Owner, directly or indirectly, of fifteen percerit5®6) or more of the outstanding shares of CommonkSas of the date of this Agreement);
(b) the public announcement by the Company thastentered into a definitive agreement, providargin one transaction or a series of
related transactions, (i) a merger, consolidatiecapitalization, acquisition, share issuanceruesiring or other business combination
involving the Company or any of its “significanttmidiaries” (a subsidiary shall be deemed “sigaifitt for purposes of this Section 3.3 if
shareholder approval is required for approval chsa transaction with any of the Company’s subsieid, (ii) a recapitalization, restructuring,
reorganization, liquidation, dissolution or oth&traordinary transaction with respect to the Conypamany of its “significant subsidiaries,” or
(iii) the sale, assignment, conveyance, transéarse or other disposition of all or substantiallypfthe assets or properties (including the
capital stock of subsidiaries) of the Company, othan, in each case described in clauses (i) trdii) above, in connection with an internal
restructuring transaction involving only the Compaone or more of its subsidiaries and/or any mjdiompany formed for the purpose of
such transaction wholly owned by Persons who wierekbolders of the Company immediately prior totstransaction; (c) the prior approval
of the Majority Independent Board; (d) with resptecany Additional Shares transferred to a Perkahis, or upon the consummation of such
transaction would be, a Non-Affiliate Holder in BVate Sale or a Public Sale, the consummatioruci $rivate Sale or Public Sale; (e) with
respect to any Additional Shares Beneficially Owbgda Fairholme Account, the termination of FairhelManagement’s advisory agreement
with such Fairholme Account; or (f) the Compasnyaterial breach of any provision of this Agreetnesich breach shall continue uncured
more than ten (10) Business Days after receivirtg@of such breach from Fairholme Management &éioytsuch breach hereof by the
Company shall not relieve the Company of the retstns and agreements made by it herein). In tleatethat any of the events or transactions
identified in clauses (a) or (b) are subsequenttiidvawn, terminated or cease to exist, the VoStandstill Period shall be reinstated and the
terms of this Agreement, including the Proportioviating Requirement, will again be applicable te fairholme Accounts. If following
termination of an advisory agreement with a Fairt®Account as provided in clause (e) above, amnatizve advisory agreement or other
arrangement is entered into for either of the Fdinte Parties to control the proxy voting authodfyAdditional Shares Beneficially Owned by
such Fairholme Account, then the Voting StandB#tiod shall be reinstated and the terms of thi&ment, including the Proportional Voti
Requirement, will again be applicable to the Additil Shares held by such Fairholme Accounts.
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ARTICLE IV
SHARE TRANSFER

Section 4.1 Restriction on Transfdfairholme Management shall provide to the Compadyance notice at least three (3) Business Days
prior to effecting or consummating a Private Saldehalf of the Fairholme Accounts to (a) any Persarsuant to which such Person and/or
any of such Person’s Affiliates would to FairholiManagement’s knowledge become the Beneficial Owhérenty (20%) or more of the
outstanding Common Stock (as adjusted for any siadllend, stock split, recapitalization or simikarent in respect of the Common Stock)
(b) any Person who has publicly announced (inclgidivithout limitation, by means of any disclosedewation of the right to take in the futi
any action of the types enumerated in clausedifaygh (j) of ltem 4 of Schedule 13D under the Eraye Act) an intention to (i) influence or
seek control of the Company or the Board, or @iauct a “solicitation” (as such term is used ia fnoxy rules of the SEC) to (x) remove
and/or elect directors of the Company (includirgg,this purpose, any nomination sought to be edfibat accordance with Rule 14a-11 under
the Exchange Act), (y) amend or modify the Compamyticles of incorporation or bylaws (as the sanag be amended), or (z) submit for
inclusion in any Company proxy materials any stad#tar proposal relating to director nominationsnoy other business relating to control or
influencing control of the Company or the Boardguant to Rule 14a-8 under the Exchange Act. Sutibenshall, to the extent available,
include the identity of the proposed transferee,dfoposed price per share, a summary of the rabterins of the intended sale, transfer,
pledge or disposition, and a summary of any ottarsactions, contracts, agreements, arrangemeatslerstandings between Fairholme
Management or any of the Fairholme Accounts angthposed transferee with respect to the Compattyeo€ommon Stock (whether held
the Fairholme Accounts or the proposed transferee).

ARTICLE V
MISCELLANEOUS

Section 5.1 NoticesAll notices, requests and other communicatiorantp Party hereunder shall be in writing (includfag or similar
writing) and shall be given to:

If to the Company:

The St. Joe Company

133 South WaterSound Parkway
WaterSound, Florida 32413
Attn:  General Counst

Phone (850) 582205

Fax: (850) 58:-2309

If to Fairholme Management:

Fairholme Capital Management, L.L.C.
4400 Biscayne Boulevard, 9th Floor
Miami, Florida 33137

Attn:  General Counst

Phone (305) 353000

Fax: (305) 35&8002



or such other address or fax number as such Payyhereafter specify for the purpose of giving snotice to the Party. Each such notice,
request or other communication shall be deemeave been received (a) if given by fax, when sugtiddaransmitted to the fax number
specified pursuant to this Section 5.1 and appatg@iionfirmation of receipt is received, or (byifen by any other means, when delivered in
person or by overnight courier or two (2) BusinbBsys after being sent by registered or certified (pastage prepaid, return receipt
requested).

Section 5.2 No Waivers; Amendments

(a) No failure or delay on the part of any Partgkercising any right, power or privilege hereund@ér operate as a waiver thereof,
nor will any single or partial exercise thereof@uele any other or further exercise thereof orekercise of any other right, power or privilege.

(b) Neither this Agreement nor any term or provisitereof may be amended or waived in any manner ¢itlan by instrument in
writing signed, in the case of an amendment, by @it¢he Parties, or in the case of a waiver, leyRarty against whom the enforcement of
such waiver is sought.

Section 5.3 Disposition of the Common Stod¥othing in this Agreement shall prevent any & Fairholme Accounts or Fairholme
Management, on behalf of the Fairholme Accountanfselling, transferring, pledging or otherwisepdising of any shares of Common Stock
that it owns and the terms and restrictions of Agseement shall not apply or be in any way appliedo any purchaser of any of the shares of
Common Stock owned (now or in the future) by anyhef Fairholme Accounts if such purchaser is a Wéitiate Holder.

Section 5.4 Further Assurancdsrom time to time, as and when requested by amty Pthe other Party shall execute and delivecanrse
to be executed and delivered, all such documemtsratruments and shall take, or cause to be tatesiich further or other lawful actions as
such requesting Party may reasonably deem necemsdegirable to evidence and effectuate the tamdsprovisions of this Agreement.

Section 5.5 Successors and AssigA# of the terms and provisions of this Agreemshall be binding upon and inure to the benefit of
and be enforceable by the Parties and their respesiiccessors and assigns. Neither of the Pantigsassign any of its rights or obligations
hereunder, in whole or in part, by operation of @mwtherwise, without the prior written consentlod other Partyprovided, howeverthat
Fairholme Management may assign this Agreememyamadits Affiliates without the Company’s prior gsent as long as such Affiliate has
agreed to be bound by the terms and conditionki®fAgreement in a manner reasonably acceptaltleet€ompany.
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Section 5.6 SeverabilityThe invalidity or unenforceability of any prowasi of this Agreement in any jurisdiction will ndfect the
validity, legality or enforceability of the remaiedof this Agreement in such jurisdiction or thdidigy, legality or enforceability of this
Agreement, including any such provision, in anyeotfurisdiction, it being intended that all riglasd obligations of the Parties hereunder will
be enforceable to the fullest extent permitted fiyyliaable law.

Section 5.7 Specific Performanc&he Parties hereby acknowledge and agree théailbhee of any Party to perform its agreements and
covenants hereunder, including its failure to takections as are necessary on its part to consuethe terms and provisions contemplated
hereby, will cause irreparable injury to the otRarty, for which damages, even if available, wilt be an adequate remedy. Accordingly, each
Party hereby consents to the issuance of injuncélref by any court of competent jurisdiction tonepel performance of such Party’s
obligations, to prevent breaches of this Agreenbgrduch Party and to the granting by any courhefremedy of specific performance of such
Party’s obligations hereunder, without bond or other ggcheing required, in addition to any other reméa which any Party is entitled at i
or in equity. Each Party irrevocably waives anyethsfes based on adequacy of any other remedy, wiztasv or in equity, that might be
asserted as a bar to the remedy of specific pedioca of any of the terms or provisions hereof pmiative relief in any action brought there
by any Party.

Section 5.8 Governing LawTHIS AGREEMENT WILL IN ALL RESPECTS BE GOVERNEDBAND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA (WHOUT REFERENCE TO CONFLICTS OF LAWS PROVISION
AND THE OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARES HEREUNDER WILL BE DETERMINED IN ACCORDANCE
WITH SUCH LAWS.

Section 5.9 Consent to Jurisdiction; Venue; Waofetury Trial.

(a) Consent to Jurisdiction; Venu&ach of the Parties, on their own behalf and emalf of their respective successors and
permitted assigns, (i) hereby irrevocably and udi@nally submits to the exclusive jurisdictionthie state courts of the State of Florida in
County of Miami-Dade, City of Miami and to the jsdiiction of the United States District Court foe tBouthern District of Florida, for the
purpose of any action relating to or arising outhi$ Agreement or any agreement referred to hdneinght by any of the Parties or their
respective successors or permitted assigns, artd (fie extent permitted by applicable law, herelayves, and agrees not to assert, by way of
motion, as a defense, or otherwise, in any actag,claim that it is not personally subject to jinésdiction of the above-named courts, that its
property is exempt or immune from execution, thatguit, action or proceeding is brought in an invemient forum, that the venue of the suit,
action or proceeding is improper, or that this Agnent or any agreement referred to herein mayaenkorced in or by such court. Each of
Parties hereby agrees that service of processyimtion, suit or proceeding with respect to anyteras to which it submits to jurisdiction
herein may be served by mailing a
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copy thereof by registered or certified mail, pgstprepaid, return receipt requested, addressadPauty at its address provided for notices
hereunder, such service to become effective seR)eBusiness Days after such mailing.

(b) Waiver of Jury Trial EACH OF THE PARTIES HEREBY WAIVES ANY RIGHT TO H¥E A JURY PARTICIPATE IN
RESOLVING ANY DISPUTE, WHETHER SOUNDING IN CONTRACTTORT, OR OTHERWISE ARISING OUT OF, CONNECTED
WITH, RELATED TO, OR IN CONNECTION WITH THIS AGREEENT. INSTEAD, ANY DISPUTE RESOLVED IN COURT WILL BE
RESOLVED IN A BENCH TRIAL WITHOUT A JURY.

Section 5.10 Counterpartdhis Agreement may be executed in one (1) or moumterparts, each of which shall be deemed gnati
and all of which together shall be considered argttae same agreement. This Agreement and anyds@gmeract entered into in connection
herewith or contemplated hereby, and any amendnhenéto or thereto, to the extent signed and delid/ey means of a facsimile machine or
electronic transmission in portable document (“pd$hall be treated in all manner and respects asiginal contract and shall be considere
have the same binding legal effects as if it wheedriginal signed version thereof delivered insper

Section 5.11 Entire Agreementhis Agreement constitutes the entire agreemeahuaderstanding among the Parties and superseges a
and all prior agreements and understandings, writeoral, relating to the subject matter hereof.

Section 5.12 Interpretatiar~or purposes of this Agreement, (a) the wordsltide,” “includes” and “including” shall be deemtedbe
followed by the words “without limitation”; (b) therord “or” is not exclusive; (c) nouns, pronounslamrbs shall be construed as masculine,
feminine, neuter, singular or plural, whicheverlsha applicable; and (d) the words “herein,” “hefi& “hereby,” “hereto” and “hereunder”
refer to this Agreement as a whole. Unless theecdritherwise requires, references herein: (x)tickes, Sections and Exhibits mean the
Articles and Sections of, and Exhibits attachedhis, Agreement; (y) to an agreement, instrumerttier document means such agreement,
instrument or other document as amended, supplehamd modified from time to time to the extentnpigted by the provisions thereof and
(2) to a statute means such statute as amendedifranto time and includes any successor legisiatiereto and any regulations promulgated
thereunder. The headings in this Agreement areeference only and shall not affect the interpretadf this Agreement. This Agreement st
be construed without regard to any presumptionler requiring construction or interpretation agathe Party drafting an instrument or
causing any instrument to be drafted.

[ The remainder of this page has been intentionafiydlank.]
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IN WITNESS WHEREOF, each of the Parties has catlisdAgreement to be duly executed as of the degeviritten above.

THE ST. JOE COMPANY
/' /_j !
( /
\

] f
b

L
By: el

'Name PARK BRADY
Title: PRINCIPAL EXECUTIVE OFFICEF

FAIRHOLME CAPITAL MANAGEMENT, L.L.C.

By:

Name:
Title:

FAIRHOLME FUNDS, INC., on behalf of its series
The Fairholme Fund

By:

Name:
Title:

[Signature Page to Stockholder Agreem



IN WITNESS WHEREOF, each of the Parties has catlisdAgreement to be duly executed as of the degeviritten above.

THE ST. JOE COMPANY

By:

Name:
Title:

FAIRHOLME CAPITAL MANAGEMENT, L.L.C.

A
e
_‘_.-r'
|

f

A7 A M
F ALY
y: ~

Name:BRUCE R BERKOWITZ
Title: MANAGING MEMBER

FAIRHOLME FUNDS, INC., on behalf of its series
The Fairholme Fund

)
,,F}?' g P
Y /K /1
{i-/ E‘(’{.’/'PJHLfI" ]
L |/
By: \

. Name:BRUCE R BERKOWITZ
Title:

[Signature Page to Stockholder Agreem:



EXHIBIT A
RESOLUTIONS
OF THE
BOARD OF DIRECTORS OF
THE ST. JOE COMPANY
September 12, 2011

WHEREAS , the Board of Directors (theBoard ") of The St. Joe Company, a Florida corporatitre (t Company ), has reviewed and
considered the terms and conditions of that ceBé&ickholder Agreement, substantially in the fottached hereto asppendix A (the “
Stockholder Agreement”), by and among the Company, on the one handiten&airholme Fund, a series of The Fairholme Fuimds (“
Fund "), and Fairholme Capital Management, L.L.C., addre limited liability company (Fairholme Management”), on behalf of the
Fairholme Accounts (other than the Fund ), on therhand (thé&und andFairholme Managementcollectively, the “Fairholme Parties”).
Capitalized terms used, but not defined hereinl) lae the meanings given such terms in the Stolddn Agreement;

WHEREAS , the Board, with the assistance of its indepentisyal advisors, has carefully evaluated, discussebiconsidered such
factors and information regarding the Company &ndssets, business, financial condition, and gaispand the Fairholme Parties as it has
deemed necessary or appropriate in order to propesich a fully informed conclusion and deems itisable, fair and in the best interest of
Company and its shareholders that the Company entethe Stockholder Agreement and perform itsgattions thereunder on the terms and
subject to the conditions set forth in the StockkolAgreement;

WHEREAS , the Fairholme Parties have stated in the Stoddndhgreement that Fairholme Management has prokipy authority, as
of August 19, 2011, on behalf of one or more adveecounts, including the Fund (th&dirholme Accounts”), with respect to 24,625,602
shares of the common stock of the Company, no glaevper share (theCommon Stock”) representing approximately 26.68% of the issued
and outstanding Common Stock (thEdirholme Shares”);

WHEREAS , the Fairholme Accounts may desire to acquire ftione to time additional shares of Common Stock (tAdditional
Shares”);

WHEREAS , Section 607.0902 of the Florida Statutes (asgmtbsin effect and as the same may hereafter lmnded, the Control
Share Statute”), provides, among other things, that shares aedun a “control share acquisition” (as definedtia Control Share Statute )
will not confer any voting rights to the acquirdrsnich shares unless such voting rights are apgriovthe manner set forth in the Control St
Statute;

WHEREAS , Section 607.0901 of the Florida Statutes (asqmthsin effect and as the same may hereafter lended, the ‘Affiliated
Transaction Statute”), imposes shareholder voting requirements onilfaféd transactions” (as defined in the Affiliat€dansaction Statute)
unless such transactions are approved in the maené&orth in the Affiliated Transaction Statu



WHEREAS , pursuant to the Control Share Statute, the Boey cause the restrictions imposed by the Contrat&Statute to be
inapplicable to an acquisition of shares that walterwise result in such acquisition constitutincontrol share acquisition” by approving
such acquisition before the consummation thereof;

WHEREAS , the Board has previously approved the acquishipthe Fairholme Accounts of Beneficial OwnersbifZommon Stock ¢
shares representing more than 20% of the Commark Stwus effectively up to the 1/3 Threshold, cagghe restrictions imposed by the
Control Share Statute to be inapplicable to theisitipn of such shares (thel’3 Threshold Approval”);

WHEREAS , pursuant to the Affiliated Transaction Statutes Board may cause the shareholder voting requitem@posed by the
Affiliated Transaction Statute to be inapplicalberansactions that constitute “affiliated trangats” thereunder by approving such
transactions; and

WHEREAS , in consideration of Fairholme entering into thecRholder Agreement, and as a condition preceitheméto, the Board,
including a majority of directors who are not irgsted directors for purposes of Section 607.083Beflorida Statutes and a majority of
disinterested directors for purposes of Section@@T1 of the Florida Statutes, hereby approvesaaiogts the following resolutions.

NOW, THEREFORE, IT IS HEREBY :

RESOLVED , that after careful consideration of all factorsieh the Board has deemed relevant, the Board henathorizes, approves,
empowers the Company to perform and declares duleitlae execution, delivery and performance of3tekholder Agreement, and
determines that the terms of the Stockholder Agesgnare fair to, and in the best interests of stiereholders of the Company; and

BE IT FURTHER RESOLVED , that the acquisition by the Fairholme Accountsnf time to time and in one or more separate
transactions, of Additional Shares up to the M&jofinreshold are hereby made exempt from, shalbeaubject to any restrictions by reason
of, shall not constitute “control shares” underd ahall not be limited in any respect as to votiggts, rights of disposition or otherwise under,
any of the provisions of the Control Share Statiltat the Additional Shares up to the Majority Tireld are hereby and shall continue to be
wholly exempt from the provisions of the Controla® Statute for all purposes, and that no pasttard acquisition of Common Stock by the
Fairholme Accounts shall in any respect change ifpagegate, rescind, limit or otherwise impair #ifgect of this resolution with respect to
Additional Shares up to the Majority Threshold;\ided that the foregoing shall only be effectivenpghe execution and delivery of the
Stockholder Agreement by the Fairholme Parties; and

BE IT FURTHER RESOLVED , that the acquisition by the Fairholme Account@délitional Shares up to the Majority Threshold
(collectively with the Fairholme Shares, t* Subject Share<”) are hereby made exempt from, shall not be sulgjeaty restrictions ¢



conditions by reason of, the shareholder votingiireqnents under, and shall not be limited in arspeet by any of the provisions of the
Affiliated Transaction Statute, that the Subjeca®is are hereby and shall continue to be whollyngtdrom the provisions of the Affiliated
Transaction Statute for all purposes, and thatasd pr future acquisition of Common Stock by thel&dme Accounts shall in any respect
change, modify, negate, rescind, limit or otherviispair the effect of this resolution with respezthe Subject Shares; and

BE IT FURTHER RESOLVED , that the form, terms and provisions of the Stadtar Agreement is hereby ratified, confirmed,
approved and adopted in all respects and thatffleeis of the Company (collectively, theAuthorized Officers "), be, and each of them
individually hereby is, authorized, empowered aimdaled, in the name and on behalf of the Comptmngxecute and deliver the Stockholder
Agreement in such form, with such non-material gesntherein, deletions therefrom or additions tioeas the Authorized Officer or
Authorized Officers executing the same shall apprale signature of such Authorized Officers thareobe conclusive evidence of the
approval of such changes, deletions or additiond ta take any and all such further actions angrépare, execute, deliver and file all such
further reports, schedules, statements, consemtsntents, agreements, certificates and undertgkimgjse name and on behalf of the
Company, as such Authorized Officer or Authorizdtid@rs shall determine to be necessary or appatetd carry into effect the intent and
purpose of any and all of the foregoing resoluti@msl

BE IT FURTHER RESOLVED , that the 1/3 Threshold Approval be, and the shemeby is, ratified, approved and confirmed in all
respects; and

BE IT FURTHER RESOLVED , that all actions heretofore taken by any offiseagent of the Company, in the name and on befalf
the Company, in connection with any of the mattlrscribed in and within the scope of the foregaogsplutions be, and the same hereby are,
ratified, approved and confirmed in all respects] a

BE IT FURTHER RESOLVED , that the Secretary or Assistant Secretary ohimpany shall execute and deliver to the Fairholme
Parties a certificate of these resolutions and e&the Authorized Officers be, and each of themebsg is, authorized and empowered to take
all such further action and to execute and delesuch further agreements, certificates, instnts@nd documents, in the name and on behalf
of the Company, and if requested or required, uitdexorporate seal duly attested by the SecretaAssistant Secretary.



Exhibit 10.4C
SEVENTH AMENDMENT TO CREDIT AGREEMENT

THIS SEVENTH AMENDMENT TO CREDIT AGREEMENT (this “Aendment”) is made the 31st day of March, 2011y
among THE ST. JOE COMPANY, a Florida corporatiomn, 3OE TIMBERLAND COMPANY OF DELAWARE, L.L.C., a Daware limited
liability company, ST. JOE FINANCE COMPANY, a Fldd corporation, the LENDERS listed on the signapages hereof and BRANCH
BANKING AND TRUST COMPANY, as Administrative Agent.

RECITALS:

The Borrower, the Initial Guarantors, the Admirasive Agent and the Lenders entered into a ce@aéulit Agreement dated as of
September 19, 2008, as amended by a First Amendmémedit Agreement dated October 30, 2008, a Bkéaonendment to Credit
Agreement dated February 20, 2009, a Third Amendmoe@redit Agreement dated May 1, 2009, a FountreAdment to Credit Agreement
dated October 15, 2009, a Fifth Amendment to Crédieement dated December 23, 2009 and a Sixth Ament to Credit Agreement dated
January 12, 2011 (referred to herein, as so ameiaddtie “Credit Agreement”). Capitalized termsdugethis Amendment which are not
otherwise defined in this Amendment shall havertspective meanings assigned to them in the Chgpldement.

The Borrower and the Guarantors have requestefldh@nistrative Agent and the Lenders to (i) waiegtain provisions of the
Credit Agreement to allow the Timber Transactiahefified below), (ii) add the definitions of “Cashglidity,” “Development Property” and
“Revised Property Schedule”, (iii) amend the deiom of “Identified Mortgaged Property,” (iv) adéw subsection (0) to Section 5.13 of the
Credit Agreement and (v) amend Section 4.34, Se&if1(c), Section 5.13(h), Section 5.16, Secti®@i &and Section 5.38(a)(i) of the Credit
Agreement. The Lenders, the Administrative Agem, Guarantors and the Borrower desire to amen@tédit Agreement upon the terms and
conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the Recitald #re mutual promises contained herein and forragthed and valuable
consideration, the receipt and sufficiency of whach hereby acknowledged, the Borrower, the Guaranthe Administrative Agent and the
Lenders, intending to be legally bound hereby, agiefollows:

SECTION 1. Recitals/ExhibitsThe Recitals and all Exhibits are incorporatexkimeby reference and shall be deemed to be af
this Amendment.

SECTION 2. Waiver The Borrower has advised the Lenders that itaratie or more of the Guarantors may from timenet
enter into one or more purchase and sale agreemedisr timber deeds or comparable agreements gmirsuwhich the purchaser(s) would
granted the right to maintain, manage, store,laryest and remove timber from no more than 100a@08s of the Properties in the aggregate
(each & Timber Transactic” and collectively thé¢ Timber Transactior”), subject to the following terms, conditions ¢



limitations: (i) the term of each such Timber Tractson shall not exceed twenty years from the @&ffeaate of such Timber Transaction;

(i) any portion of the Property subject to a TimBeansaction shall be released from any andralbér rights granted in such Timber
Transaction upon the completion or abandonmertehtarvesting of timber from such portion of theparty; (iii) all risk of loss with respect
to the timber shall pass to the purchaser at th&rg of the Timber Transaction; (iv) the purchasg@ll be required to conduct its activities on
the Property in accordance with the then-currelvicsilture Best Management Practices (“BMPs”) farvesting timber, fertilization and other
silvicultural activities, as promulgated or amendi®an time to time by the Florida Department of Agiture and Consumer Services; and

(v) the purchaser shall be prohibited, without Bogrower’s prior written consent, from generating, handlimgnufacturing, treating, storing
using any hazardous or toxic substances (as delfineghplicable federal or state laws and reguladiauring its operations on the Property,
other than products, including fuel and oil, useddmmercially reasonable quantities, for operasing maintaining equipment necessary to
conduct harvesting operations and silviculturaivitges. In connection with any such Timber Trangat, and subject to compliance by the
Borrower or applicable Guarantor with the foregoiegns, conditions and limitations, the AdminisiratAgent and Lenders hereby waive
compliance by the Borrower with, and waive any Défar Event of Default that may arise in connegtwith, the covenants contained within
Sections 5.13 and 5.16 of the Credit Agreementystidethe extent such covenants are related tedinsummation of any Timber Transaction.
This waiver does not operate as a waiver of angiCfgreement provision other than as explicitly feeth above with respect to Sections 5.13
and 5.16 and does not operate with regard to dmyr obatter other than in connection with the Timbemsactions.

Each Lender has been informed by the Administradigent or by the Borrower of the waiver set fomhtis Section 2 and has been
afforded an opportunity to consider the same. Harider has been supplied by the Borrower or the iAdtnative Agent, to the extent
requested, with sufficient information to enabletsi.ender to make an informed decision with respeethe waiver set forth in this Section 2.

The Borrower and the Guarantors acknowledge thlagp as explicitly waived in this Section 2, diitlee rights, powers and remedies
vested in the Lenders under the Credit Agreememtiruge to exist, and that the Lenders remain foeexercise any of their rights, powers and
remedies under the Credit Agreement at any timgstibnly to the terms, conditions and limitatiees forth in the Credit Agreement and
under Applicable Laws.

The waiver set forth in this Section 2 is limitedthe matters set forth herein. Except as set forthis Section 2, no past, present or
future failure of the Lenders to exercise any sglppwers or remedies under the Credit Agreemeahyother Loan Document shall operat
or be construed to be a waiver of (i) any rightwpoor remedy of the Lenders or (ii) any term, [is@n, representation, warranty or covenant
contained in the Credit Agreement or any other Lbanument. The Lenders may, subject to the waieefasth in this Section 2 and any
limitations contained in the Credit Agreement amel 6ther Loan Documents and Applicable Laws, egerany such right, power or remedy at
any time. Furthermore, nothing in this Section alishe deemed to limit, estop or otherwise restriigprohibit the Lenders from exercising any

2



of their rights or remedies under the Credit Agreatany other Loan Document, or under Applicatdevt or principles of equity with respect
to the occurrence of any Default or Event of Defatiher than those expressly waived in this SeQiaall of which rights and remedies are
specifically hereby reserved. The waiver set fantthis Section 2 shall not constitute a coursdexling or a waiver of the Lenders’ right to
withhold their consent for any similar requesthe future.

SECTION 3._ AmendmentThe Credit Agreement is hereby amended as st ifothis_Section 3

SECTION 3.01. Amendment to Section 1.00he definition of “Cash Liquidity” shall be addéal Section 1.01 of the Credit
Agreement in proper alphabetical order as follows:

“Cash Liquidity” means at any time the sum of: {1 aggregate cash of the Borrower and its CoreseliiSubsidiaries that
are Guarantors and (2) the aggregate Cash Equisaléthe Borrower and its Consolidated Subsiditiet are Guarantors.

SECTION 3.02. Amendment to Section 1.00he definition of “Development Property” shall &dded to Section 1.01 of the Credit
Agreement in proper alphabetical order as follows:

“Development Property” shall mean:

(1) any Property owned by St. Joe Timberland cilyemder development as a residential, commewmiahixed use
community, including all lots and parcels held $ate, all common elements or dedicated infrastradtaprovements related
thereto and all future phases of such developneshawn on master plans, maps and site plans edBer and/or St. Joe
Timberland dated on or before the date hereof; and

(2) Any Property owned by St. Joe Timberland ashich Borrower and/or St. Joe Timberland commemresdevelopment
as a residential, commercial or mixed use commuritg-development of a parcel of Property shalldsemed to have commenced
when:

(a) Borrower and/or St. Joe Timberland has filedpplication for a development order with respeduch Property
(including any application for a development perritilding permit, zoning permit, plat approvalrtdfcation, variance,
application for development approval pursuant tayitér 380, Florida Statutes, application for anringent to the
comprehensive plan for any municipality or coumtyFiorida, or other action, in each case havingefifect of permitting
residential, commercial or mixed used developméstioh Property, including all other developmergtomarily associated

therewith); and



(b) Borrower has given Administrative Agent and Hers written notice of the reclassification of sirioperty as
Development Property.

Notwithstanding the foregoing, any Property whisltlassified as Development Property under thipatdgraph (2) shall cease to
constitute Development Property if the applicafiona development order is denied and Borrower@n@t. Joe Timberland has
unsuccessfully appealed such denial and exhaustaegpeal rights or such appeal rights have otlserexpired.

The total Development Property shall not excee@@acres at any time. As of the date hereof, ne@pment Properties consist
of (i) Landings at Wetappo, (ii) RiverCamps on G¢ed Creek, (iii) RiverSide at Chipola, (iv) Watet®al, (v) WindMark Beach and
(vi) Phase | and Phase Il of VentureCrossings [prits¥ Centre at West Bay, which collectively comgéi approximately 6,569 acres.

SECTION 3.03. Amendment to Section 1.00he definition of “Identified Mortgaged Propertyi Section 1.01 of the Credit
Agreement is amended and restated to read intitegnas follows:
“Identified Mortgaged Property” means Propertiesaiibed in Schedule 1.01 — Identified MortgagedoRrty (as such
schedule is amended from time to time pursuartigderms of this Agreement), which Properties stmisist of not fewer than
200,000 acres in the aggregate.

SECTION 3.04. Amendment to Section 1.00he definition of “Revised Property Schedule”lsba added to Section 1.01 of the
Credit Agreement in proper alphabetical order dsvics:

“Revised Property Schedule” shall have the measéidorth in Section 5.31.

SECTION 3.05. Amendment to Section 4.34. Secti@4 4f the Credit Agreement is amended and restateghad in its entirety as
follows:

SECTION 4.34. Mortgaged PropertieSchedule 1.01, as amended by the most recent li2owg Certificate or Revised
Property Schedule, if any, delivered by the Bornoteethe Administrative Agent, is a correct and pdate list of all Identified
Mortgage Properties. All Mortgaged Properties avaed in fee simple by St. Joe Timberland. The regmtations and warranties
St. Joe Timberland set forth in Sections 6(e),,688¢) and 6(k) of the Security Agreement in thenficattached hereto as Exhibit H
and in Sections 2.04 and 8.02 of the Mortgageénfolhm attached hereto as Exhibit J, with respeetaich Property owned by St.
Joe Timberland, are true and correct in all malteeispects.
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SECTION 3.06 Amendment to Section 5.08ection 5.01(c) of the Credit Agreement is amdrated restated to read in its entirety
as follows:

(c) simultaneously with the delivery of each sefivéncial statements referred to in clauses (d)(Ahabove, a certificate,
substantially in the form of Exhibit M and with cpliance calculations in form and content satisfgcto the Administrative Agent (a
“Compliance Certificate”), of the chief financidffiger or authorized officers of the Borrower (gtting forth in reasonable detail the
calculations required to establish whether the LBarties were in compliance with the requiremehSeztions 5.03, 5.04, 5.05, 5.06,
5.07,5.08, 5.09, 5.10, 5.11, 5.12. 5.30, 5.3tdd&@3ash Liquidity) and 5.36 on the date of suclfficial statements, (ii) setting forth the
identities of the respective Subsidiaries on the désuch financial statements, (iii) setting ffioat list of all Properties acquired and sold
or otherwise transferred by St. Joe Timberlandesthe date of the delivery of the previous Commég@ertificate, such list to identify
such Property’s location, indicating whether suobperty is an Identified Mortgaged Property andifyéng that all documents,
information and other materials required to bevideid pursuant to Section 5.31 have been previaeiyered or are being delivered
with respect to any such acquired Property whiddestified Mortgaged Property, (iv) setting fottie ratio of Total Indebtedness to
Total Asset Value as of the end of the applicatsieal period and (v) stating whether any Defaulstsxon the date of such certificate a
if any Default then exists, setting forth the distéfiereof and the action which the Loan Partiestaking or propose to take with respect
thereto;

SECTION 3.07 Amendment to Section 5.1Section 5.13(h) of the Credit Agreement is amedrated restated to read in its entirety
as follows:

(h) (1) that certain Pulpwood Supply Agreement date of November 1, 2010, between St. Joe Timbedaa Smurfit-Stone
Container Corporation; and (2) timber or fiber dypmreements which when combined with all othexbgér or fiber supply
agreements entered into after the date of this ékgemt encumber less than 50,000 acres in the aggregless approved by the
Administrative Agent (which consent shall not beaasonably withheld);

SECTION 3.08. Amendment to Section 5.18ew subsection (0) is added to Section 5.13 @fQhedit Agreement, as follows:

(o) any conservation easement, as defined in $e¢0d.06, Florida Statutes, or any land bank eistadd for wetland and/or
carbon mitigation credits.




SECTION 3.09. Amendment to Section 5.TBat portion of Section 5.16 of the Credit Agresnstarting with subsection (e) and

continuing through the end of Section 5.16 is aneenmhd restated to read in its entirety as follows:

follows:

(e) the foregoing limitation on the sale, leasetber transfer of assets shall not prohibit a fiemsf assets (in a single
transaction or in a series of related transactianfgss the assets to be so transferred shall &udee Timberland to hold less than
250,000 acres of Land as fee simple owner (exctudity Encumbered Land (as defined in Section 5)),3fhy parcels subject to
any outstanding timber offering, sale, conveyadeed or encumbrance, any Development Propertyaaygarcels subject to
conservation easements or land bank agreementsiebn Section 5.13(0)); provided that, notwidrading any of the foregoing,
after a Trigger Event has occurred, St. Joe Tinalperkhall not sell, lease or otherwise transfeenber into any agreement or
arrangement to sell, lease or otherwise transfgrodits Properties or other assets (other théssa Development Properties in
ordinary course of business) without the prior teritconsent of the Administrative Agent (in itsesdiscretion). Within ten
(10) business days after the sale of any Developfrperty in the ordinary course of business foity the occurrence of a
Trigger Event, the Borrower shall prepay the Regoldvances in an amount equal to all after-taxgasceeds (net of reasonable
and customary out-of-pocket fees and expensesidimg market rate brokerage fees) from the sakiof Development Property.

SECTION 3.10. Amendment to Section 5.3ection 5.31 of the Credit Agreement is amencebrastated to read in its entirety as

SECTION 5.31 Maintenance and Required Substitutfddentified Mortgaged PropertySt. Joe Timberland at all times
(a) shall maintain fee simple ownership of not fettan 250,000 acres of Land (excluding any Encugtbeand (as defined in
Section 5.13(1)), any parcels subject to any ontstey timber offering, sale, conveyance, deed cuetbrance, any Development
Property, and any parcels subject to conservatiseraents or land bank agreements described iro8écti3(0)), and (b) shall he
set forth on Schedule 1.01 a listing and legal digsons of Property it owns in fee simple thatlwe aggregate consists of at least
200,000 acres. No later than sixty (60) days dlfterearlier of (i) (A) a request for a Revolver Ade or (B) a drawing under a
Letter of Credit which is not reimbursed withindlr(3) business days following demand for reimbues# by the Administrative
Agent, (ii) a Trigger Event or (iii) the date on iwh the Borrower fails to maintain Cash Liquidityad least $30,000,000, the
Borrower shall have satisfied the following requients: (x) delivery to the Administrative Agentafeplacement Schedule 1.01
providing a listing and legal descriptions for Pedges the Borrower owns in fee simple that indlggregate consist of at least
200,000 acres (excluding any Encumbered Land (fasedkein Section 5.13(1)), any parcels subjectrtp autstanding timber
offering, sale, conveyance, deed or encumbrangeDamelopment Property, and any parcels subjecbtservation easements or
land bank agreements described in Section 5.1&(uph are legally sufficient to attach to the Matges (the “Revised Property
Schedule”) and (y) receipt by the Administrativeefg of all items described in Section 3.01(m) weéhpect to the
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Properties identified on the Revised Property Suleedll reasonably satisfactory to the AdministatAgent. Failure to deliver the
Revised Property Schedule to the Administrative i@es required herein shall constitute an Evemefault.

SECTION 3.11. Amendment to Section 5.38ection 5.38(a)(i) of the Credit Agreement is adedl and restated to read in its
entirety as follows:

(i) execute and deliver to the Administrative Agentbehalf of the Secured Parties the Timberlankth@oal Documents (with such
modifications thereof as may be reasonably requsethe Administrative Agent), which shall be efige to create in favor of the
Administrative Agent on behalf of the Secured Rart first priority pledge of and/or a lien on gabsally all of the assets of St. Joe
Timberland (other than (A) the Encumbered Land,dmly to the extent the recordation of the Timbedl&ollateral Documents would
result in an event of default under the existingtgege or deed of trust encumbering the Encumblesed, and (B) the Development
Properties) subject to such exceptions as are mahosatisfactory to the Administrative Agent

SECTION 4. Reaffirmation To induce the Administrative Agent and the Lesderenter into this Amendment, the Borrower
hereby (a) restates and renews each and evensegpation and warranty heretofore made by it unmsteén connection with the execution and
delivery of, the Credit Agreement and the otherr.Bacuments (except to the extent any such reptatsam or warranty is expressly stated to
have been made as of a specific date, in which sagerepresentation or warranty is true and coagof such date), and (b) restates, ratifies
and reaffirms each and every term and conditiofiostt in the Credit Agreement and in the Loan Duoeunts.

SECTION 5. Consent by the Guarantoihe Guarantors consent to the foregoing amendmEatch Guarantor (i) acknowledges
and consents to all of the terms and conditiorthisfAmendment, (ii) affirms all of its obligationsmder the Loan Documents, (iii) agrees that
this Amendment and all documents executed in cdforeberewith do not operate to reduce or dischasgebligations under the Credit
Agreement or the other Loan Documents and (iv)heoenfirms and agrees that its guaranty undeCiteelit Agreement shall continue and
remain in full force and effect after giving efféotthis Amendment.

SECTION 6. Conditions to Effectivenes$he effectiveness of this Amendment and the akibgps of the Lenders hereunder are
subject to the following conditions, unless the &eefd Lenders waive such conditions:

(a) receipt by the Administrative Agent from eadhlihe parties hereto of a duly executed countempfatiis Amendment signed by
such party;

(b) the Administrative Agent shall have receivesotations from the Borrower and the Guarantorsathdr evidence as the
Administrative Agent may reasonably request, respgthe authorization, execution and deliveryto$ tAmendment;
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(c) the fact that the representations and warrauatiehe Borrower and the Guarantors containeceti®n 8 of this Amendment
shall be true on and as of the date hereof; and

(d) All other documents and legal matters in cotinaowith the transactions contemplated by this Adraent shall be reasonably
satisfactory in form and substance to the Admiatste Agent and its counsel.

SECTION 7._No Other AmendmenExcept for the amendments set forth above ansktbontained in the First Amendment to
Credit Agreement dated October 30, 2008 (“First Adment”), the Second Amendment to Credit Agreerdated February 20, 2009
(“Second Amendment”), the Third Amendment to Crédjteement dated May 1, 2009 (“Third Amendmerifig Fourth Amendment to Cre
Agreement dated October 15, 2009 (“Fourth Amendiethie Fifth Amendment to Credit Agreement dateetBmber 23, 2009 (“Fifth
Amendment”) and the Sixth Amendment to Credit Agneat dated January 12, 2011 (the “Sixth Amendmetit® text of the Credit
Agreement shall remain unchanged and in full famd effect. On and after the Seventh Amendmentffe Date, all references to the Credit
Agreement in each of the Loan Documents shall ffieneimean the Credit Agreement as amended by tise Ainendment, the Second
Amendment, the Third Amendment, the Fourth Amenditée Fifth Amendment, the Sixth Amendment and tainendment. This
Amendment is not intended to effect, nor shalkittonstrued as, a novation. The Credit Agreemeet-irst Amendment, the Second
Amendment, the Third Amendment, the Fourth Amendirtae Fifth Amendment, the Sixth Amendment and thinendment shall be
construed together as a single agreement. Notl@rgjrhcontained shall waive, annul, vary or affety provision, condition, covenant or
agreement contained in the Credit Agreement, exagperein amended, nor affect nor impair any siglmwers or remedies under the Credit
Agreement as hereby amended. The Lenders and tiministrative Agent do hereby reserve all of thajhts and remedies against all parties
who may be or may hereafter become secondarilielifa the repayment of the Notes. The Borrower iedGuarantors promise and agree to
perform all of the requirements, conditions, agreets and obligations under the terms of the Crgglieement, as heretofore and hereby
amended, and the other Loan Documents being heatifigd and affirmed. The Borrower and the Guasesihereby expressly agree that the
Credit Agreement, as amended, and the other Loauients are in full force and effect.

SECTION 8. Representations and Warranti€se Borrower and the Guarantors hereby represehtvarrant to each of the Lenc
as follows:

(a) No Default or Event of Default under the Crelireement or any other Loan Document has occluanelds continuing
unwaived by the Lenders on the date hereof.

(b) The Borrower and the Guarantors have the pamwdrauthority to enter into this Amendment anddalil acts and things as are
required or contemplated hereunder to be doneradd@nd performed by them.
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(c) This Amendment has been duly authorized, wakdlecuted and delivered by one or more authoiifiéckers of the Borrower
and the Guarantors and constitutes the legal, @alitlbinding obligations of the Borrower and theatmtors enforceable against them in
accordance with its terms.

(d) The execution and delivery of this Amendmerd #re performance by the Borrower and the Guararitereunder do not and
will not require the consent or approval of anyulegpry authority or governmental authority or agghaving jurisdiction over the Borrower,
or any Guarantor, nor be in contravention of acanflict with the articles of incorporation, bylaws other organizational documents of the
Borrower, or any Guarantor that is a corporatibe, drticles of organization or operating agreeméany Guarantor that is a limited liability
company, or the provision of any statute, or amgjuent, order or indenture, instrument, agreemeandertaking, to which any Borrower, or
any Guarantor is party or by which the assets opérties of the Borrower and the Guarantors araay become bound.

SECTION 9. CounterpartsThis Amendment may be executed in multiple coynates, each of which shall be deemed to be an
original and all of which, taken together, shalhstitute one and the same agreement.

SECTION 10. Governing LawThis Amendment shall be construed in accordariteand governed by the laws of the State of
North Carolina

SECTION 11, Effective DateThis Amendment shall be effective as of MarchZ111 (the “Seventh Amendment Effective Date”

SECTION 12, ExpensesThe Borrower and the Guarantors agree to pagationable costs and expenses of the Administrative
Agent in connection with the preparation, executiod delivery of this Amendment, including withdimitation the reasonable fees and
expenses of the Administrative Agent'’s legal colinse

SECTION 13. Further Assurance$he Borrower and the Guarantors agree to prontakly such action, upon the request of the
Administrative Agent, as is necessary to carrytbatintent of this Amendment.

SECTION 14. Amendment Fed he Borrower and the Guarantors shall pay toAthainistrative Agent for the ratable account of
each approving Lender an amendment fee in an anegua to the product of: (i) the amount of suchder’'s Revolver Commitment, times
(i) 0.05%.

SECTION 15, Waiver of Claims or DefenseEhe Borrower and the Guarantors represent thag mbthem has any set-offs,
defenses, recoupments, offsets, counterclaimsher causes of action against the AdministrativerAge the Lenders relating to the Loan
Documents and the indebtedness evidenced and debareby and agree that, if any such set-off,rifecounterclaim, recoupment or offset
otherwise exists on the date of this Amendment) sach defense, counterclaim, recoupment, offsedose of action is hereby waived and
released forever.




SECTION 16. Release of Claim&or and in consideration of the obligations sethf herein and intending to be legally bound
hereby, the Borrower and the Guarantors do remédease and forever discharge the AdministrativerA@nd the Lenders, and their respet
successors and assigns, of and from and all mafi@etions, causes of actions, suits, debts, dugss of money, accounts, reckonings, bonds,
bills, specialties, covenants, contracts, contraiest; agreements, promises, variances, trespasseages, judgments, extents, executions,
claims, and demands of whatsoever nature, in lawquity or in admiralty, direct or indirect, known unknown, matured or not matured,
including for contribution and/or indemnity, thaetBorrower or any Guarantor ever had or now mmadyding, without limitation, those with
respect to any and all matters alleged or whichdchave been alleged, with respect to the Loan Dasus or the making or administration of
any loans or advances up to and including the afafeis Amendment. The general release hereby ethiato and executed by Borrower and
the Guarantors is intended by Borrower and the &htars to be final, complete and total as to alitena that have arisen or occurred up to and
including the date of this Amendment.

SECTION 17, Loan DocumenfThis Amendment is a Loan Document and is suligeatl provisions of the Credit Agreement
applicable to Loan Documents, all of which are mpawated in this Amendment by reference the sanifesas forth in this Amendment

verbatim.

SECTION 18, Severability Any provision of this Amendment that is prohiliter unenforceable in any jurisdiction shall, asuct
jurisdiction, be ineffective only to the extentsafch prohibition or unenforceability without inu@diting the remainder of such provision or
remaining provisions hereof or thereof or affectihg validity or enforceability of such provisiam &ny other jurisdiction.

SECTION 19, Entire AgreemeniThis Amendment contains the entire and excluagreement of the parties hereto with reference
to the matters discussed herein. This Amendmerrsages all prior drafts and communications witipeet hereto.

SECTION 20. Notices All notices, requests and other communicatioranip party to the Loan Documents, as amended hereby
shall be given in accordance with the terms of i8r@.01 of the Credit Agreement.

10



IN WITNESS WHEREOF, the parties hereto have exetatel delivered, or have caused their respectilyeaduthorized officers ¢
representatives to execute and deliver, this Amemiras of the day and year first above written.

11

THE ST. JOE COMPANY

Name: William S. McCalmoni
Title: Executive Vice President and CF

[CORPORATE SEAL]

ST. JOE TIMBERLAND COMPANY OF
DELAWARE, L.L.C.

N

Na.me:WiIIiam S. McCalmoni
Title: Executive Vice President and CF

[CORPORATE SEAL]

ST. JOE FINANCE COMPANY

N

Na.me:WiIIiam S. McCalmoni
Title: Presiden

[CORPORATE SEAL]




BRANCH BANKING AND TRUST
COMPANY,
as Administrative Agent and as a Len

By: (SEAL)
Name: Matthew W. Rust
Title: Senior Vice Presidel

[Signature Page to The St. Joe Company Seventh dmemnt to Credit Agreemer



DEUTSCHE BANK TRUST COMPANY AMERICAS

By: Qﬁ_’ (SEAL)

Name J.T. Johnston Coe
Title: Managing Directo

N Slaitun 76 Strtis

Na.me Susan LeFevr
Title: Managing Director

_(SEAL)

[Signature Page to The St. Joe Company Seventh dmemt to Credit Agreement)



Exhibit 10.42

The St. Joe Company
133 South WaterSound Parkway,
WaterSound, Florida 3241

May 3, 2011

Hugh M. Durden

Chairman

Alfred I. duPont Testamentary Trust
510 Alfred duPont Place
Jacksonville, FL 32202

Dear Hugh:

Reference is made to the letter agreement betweemryd The St. Joe Company (the “Company”), dataccM4, 2011 (the “Interim CEO
Agreement”). This letter agreement amends theimt@EO Agreement by extending the term during whjich are empowered to act as the
interim Chief Executive Officer of the Company (t&nim CEO”). Such term shall be for a period endimgthe earlier of (i) 30 days from the
date hereof, (ii) the effective date that the Conyplaires a full-time Chief Executive Officer oriisuch date as the Board may determine in its
sole discretion. You will be paid $50,000 for y@earvice as the Interim CEO for such term.

All other terms and conditions of the Interim CE@réement, including, without limitation, your authy and duties as Interim CEO and
compensation therefor, remain in full force anckeff

Please acknowledge acceptance of the foregoingdyuéng the letter below and returning it to mieation. Please retain a copy for your
records.

Sincerely,
The St. Joe Compar

e e d

;f/ g z 4 ‘*:*.

By: “

Name: BRUCE R. BERKOWITZ
Title: CHAIRMAN

AGREED AND ACCEPTED

i 5
\ h
‘.I -‘\.
&—\/ﬁ. Vi B L —_—
i

Hugh M. Durder

Date: 5/4/2011




The St. Joe Compar
133 South WaterSound Parkway,
WaterSound, Florida 32413

March 4, 2011

Hugh M. Durden

Chairman

Alfred I. duPont Testamentary Trust
510 Alfred duPont Place
Jacksonville, FL 32202

Dear Hugh:

This letter agreement confirms that you are emped/év act, solely in your capacity as a directofloé St. Joe Company (the
“Company”) and as a member of the Executive Conemitif the Board of Directors of the Company (thed®&l”) and not as an employee or
officer of the Company, as the interim Chief Ex@eiOfficer of the Company (“Interim CEQ”) for aned of 60 days from the date hereof, or
such earlier date as the Board may determine soltsdiscretion. As Interim CEO, you will exerctbe authority and perform the duties of the
Chief Executive Officer of the Company reportingatod under the direction of the Executive CommitiEthe Board. While you are Interim
CEO, the Company will continue its search for anpament Chief Executive Officer.

In addition to the regular compensation that yaeiee as a non-employee director of the Board,wititbe paid $100,000 for your
service as the Interim CEO. You acknowledge andeagrat you will be treated as an independent aotur (and not as an employee) of the
Company and that you will not be eligible for, otided to receive, any employee benefits, severdremefits or other compensation. The
Company will reimburse you for all reasonable bastexpenses incurred in accordance with its castopolicies.

Please acknowledge acceptance of the foregoingdxuéing the letter below and returning it to mieation. Please retain a copy for
your records



Sincerely,

The St. Joe Compar

_

-

4

Name: Bruce R. Berkowit:
Title: Chairman of the Boar

AGREED AND ACCEPTED

Name: Hugh M. Durder
Date: 3/5/11




Exhibit 21.1

THE ST. JOE COMPANY
LIST OF SUBSIDIARIES

(Includes 100% directly owned entities, indireailyned entities and joint venture entities of whish may be a majority, equal or minority
partner)

STATE OF
COMPANY NAME ORGANIZATION
Artisan Park, L.L.C DE
Arvida Realty, LLC FL
Crooked Creek Utility Compar FL
East San Marco, LL¢ FL
Florida Timber Finance I, LL( DE
Florida Timber Finance I, LL( DE
Florida Timber Finance 111, LLC DE
Georgia Timber Finance I, LL DE
Panama City Beach Venture, L1 DE
Paradise Pointe, L.L.C FL
Park Point Land, LL( FL
Paseos, LLC DE
Plume Street, LL( DE
Plume Street Manager, LL DE
Residential Community Title Compa DE
Rivercrest, LLC DE
St. James Island Utility Compal FL

St. Joe Central Florida Contracting, | FL



St. Joe Community Sales, Ir

St. Jo-Southwood Properties, In

St. Joe Timberland Company of Delaware, L.L
St. Joe Utilities Compan

SweetTea Publishing, L.L.(

Talisman Sugar Corporatic

Whisper Venture, LLC

FL
FL
DE
FL
FL
FL
FL



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
The St. Joe Company, Inc.:

We consent to the incorporation by reference inrélggstration statements (No. 333-43007, No. 333261 No. 333-51728, No. 333-106046,
and No. 333-159347) on Form S-8 of The St. Joe Gowypf our reports dated February 27, 2012, witipeet to the consolidated balance
sheets of The St. Joe Company as of December 31,8t 2010, and the related consolidated statsnoéioiperations, changes in equity, and
cash flow for each of the years in the three-yesiop ended December 31, 2011, and the relateddiabstatement schedule, and the
effectiveness of internal control over financigboeting as of December 31, 2011, which reports apjrethe December 31, 2011 annual report
on Form 10-K of The St. Joe Company.

February 27, 2012
Miami, Florida
Certified Public Accountants



Exhibit 31.1
CERTIFICATION
I, Park Brady, certify that:
1. I have reviewed this annual report on Form 1fdikthe year ended December 31, 2011 of The StCamepany;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procegdorecaused such disclosure controls and procedotee designed under our supervisiol
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under our
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentthdsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitiat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitithe registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s internal
control over financial reporting.

Date: February 27, 2012

s/ Park Brady
Park Brady
Chief Executive Office




Exhibit 31.2
CERTIFICATION
I, Janna L. Connolly, certify that:
1. I have reviewed this annual report on Form 1fdikthe year ended December 31, 2011 of The StCamepany;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procegdorecaused such disclosure controls and procedotee designed under our supervisiol
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under our
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentthdsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitiat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitithe registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s internal
control over financial reporting.

Date: February 27, 2012

/s/ Janna L. Connoll
Janna L. Connoll
Senior Vice President and Chief Financial Offi




Exhibit 32.1
CERTIFICATION

Pursuant to 18 USC §1350, the undersigned offit&he St. Joe Company (the “Company”) hereby dedithat the Company’s Annual
Report on Form 10-K for the year ended DecembeR311 (the “Report”jully complies with the requirements of Sectiond)3¢r 15(d) of th

Securities Exchange Act of 1934 and that the infdiom contained in the Report fairly presents,limeterial respects, the financial condition
and results of operations of the Company.

s/ Park Brady
Park Brady
Chief Executive Office

Dated: February 27, 2012



Exhibit 32.2
CERTIFICATION

Pursuant to 18 USC §1350, the undersigned offit&he St. Joe Company (the “Company”) hereby dedithat the Company’s Annual
Report on Form 10-K for the year ended DecembeR311 (the “Report”jully complies with the requirements of Sectiond)3¢r 15(d) of th
Securities Exchange Act of 1934 and that the infdiom contained in the Report fairly presents,limeterial respects, the financial condition
and results of operations of the Company.

/s/ Janna L. Connoll
Janna L. Connoll
Senior Vice President and Chief Financial Offi

Dated: February 27, 2012



Exhibit 99.1

Table 1
Residential Real Estate
Sales Activity
Three Months Ended December 31, 2011
($ in millions)
2011 2010
Number Number
Cost Cost
of Units of Gross of Units of Gross
Sales Sales
Closed Revenue 1) Profit Closed Revenu¢ (1) Profit
Homesites 46 $ 32 $24 %08 4C $ 2¢ %$2.C %09
Homes — — — — 1 0.€ 0.6 —
Total 46 $ 32 $24 $0.8 41 $ 3E5 $26 $0.9

@ Cost of sales for homesites in the fourth quart@0d.1 consisted of $2.1 million in direct cost8, Bmillion in selling costs and $0.2
million in indirect costs. Cost of sales for hontesiin the fourth quarter of 2010 consisted of $ilion in direct costs, $0.2 million in
selling costs and $0.7 million in indirect costes€of sales for homes in the fourth quarter of®@dnsisted of $0.5 million in direct co
and $0.1 million in selling cost

Year Ended December 31,

(% in millions)
2011 2010
Number Number
Cost Cost
of Units of Gross of Units of Gross
Sales Sales
Closed Revenue @) Profit Closed Revenue @) Profit
Homesites 131 $ 10.6 $8.C $2.6 83 $ 7t $54 %21
Homes 2 1.3 1.3 — 2 1.C 0.€ 0.1
Total 132 $11.¢ 3$9.2 $26 85 $ 8 $6.23 $22

@ Cost of sales for homesites for the year ended 20msisted of $7.0 million in direct costs, $0.3limn in selling costs and $0.7 millic
in indirect costs. Cost of sales for homesitegtieryear ended 2010 consisted of $4.0 million recticosts, $1.0 million in selling costs
and $0.4 million in indirect costs. Cost of salestiomes for the year ended 2011 consisted of iili®n in direct costs and $0.1 millic
in selling costs. Cost of sales for homes for tearyended 2010 consisted of $0.7 million in dicasts, $0.1 million in selling costs and
$0.1 million in indirect costs



Table 2
Residential Real Estate Sales Activity
Three Months Ended December 31,
(% in thousands)

2011 2010
Units Avg. Accepted Avg. Units Avg. Accepted Avg.
Closec Price (15) Price Closec Price (15) Price

Breakfast Point

Homesites 17 $ 57.2 17 $57.2 — — — —
Hawks Landing

Homesites — — — — 15 $ 47.0 15 $ 47.7
RiverTown

Homesites 5 $ 32.¢ 5 §$ 32.¢ — — — —
SouthWood

Homesites 4 $67.C 4 $67.C 12 $ 52.1 12 $ 52.1
SummerCamp

Homesites 3 $76.¢ 2 $ 84 1 $59.c 1 $59.C
WaterColor

Homesites 6 $120.¢ 5 $144: 5 $113: 5 $113:
WaterSound

Homesites — — — — 2 %110« 2  $110.(
WaterSound West Beact

Homesites 10 $132.¢ 8 $122.( 5 $143.¢ 8 $139.¢

Single-Family Homes — — — — 1 $555.( 1 $555.(
WindMark Beach

Homesites 1 $ 90.C — — — — — —
Total Homesites 46 $ 82.C 41  $ 79.t 40 $ 72.€ 43 $ 76.¢
Total Single-Family Homes — — — — 1 $555.( 1 $555.(
Total 46 $ 82.C 41  $ 79.t 41 $ 84. 44 $ 87.7

M Contracts accepted during the quarter. Contracispaed and closed in the same quarter are alaadiedlas units close



Breakfast Point
Homesites
Hawks Landing
Homesites
Port St. Joe Primary
Homesites
RiverCamps
Single-Family Homes
RiverTown
Homesites
SouthWood
Homesites
SummerCamp
Homesites
Single-Family Homes
WaterColor
Homesites
WaterSound
Homesites
WaterSound Beach
Homesites
WaterSound West Beact
Homesites
Single-Family Homes
White Fence Farms
Single-Family Homes
WindMark Beach
Homesites
Total Homesites

Total Single-Family Homes
Total

@ Contracts accepted during the quarter.

Year Ended December 31,

($ in thousands)

2011 2010
Units Avg. Accegned Avg. Units Avg. Accepted Avg.
Closec Price (1 Price Closec Price (1) Price
27 $ 55.1 27 $ 55.1 — — — —
3 $55.C 3 $55.C 23 $ 51 23 $ 51.C
3 $20.: 3 $20: — — — —
1 $450.( 1 $450.( — — — —
13 % 35.7 13 $ 35.7 2 $ 31: 2 $ 31z
27 $54¢F 27 $ 54t 17 $ 56.€ 17 $ 56.€
4 $ 85.1 4 $ 851 5 $ 251¢ 5 $ 251¢
— — — — 1 $ 450.( 1 $ 450.(
25  $119.1 25 $119.1 1¢ $ 106.% 20 $ 106.:
2 $69.C 2 $69.C 3 $ 107t 2 $ 110«
— — 4  $350.( 1 $1,253.° 1 $1,253.°
26 $126.Z 24 $126.¢ 11 $ 122: 14 $ 124.¢
— — — — 1 $ 555.( 1 $ 555.(
1 $850.( 1 $850.( — — — —
1 $90.C 1 $90.C 2 $ 152.7 2 $ 152.7
131 $ 80.C 13: $ 87.4 83 $ 105.( 86 $ 105.¢
2 $650.( 2 $650.( 2 $ 502t 2 $ 502t
135 $ 88.F 135 $ 95.¢ 85 § 114. 88 $ 115.(

Contractspaed and closed in the same quarter are alsadiedlas units close



2011
2010

2011
2010

Also included in commercial land sales for the thuquarter and year ended 2011 was $0.6 millioe¢nue from a forfeited deposit upon

cancellation of a sales contract.

2011
2010

2011
2010

Table 3
Commercial Land Sales
Three Months Ended December 31,

Number Acres
Gross Sales Average
of Sales Sold Price Price/Acre
(in thousands (in thousands
3 3.3 $ 1,06( $ 31€&
1 1.7 42¢ 25C
Year Ended December 31,
Number Acres
Gross Sales Average
of Sales Sold Price Price/Acre
(in thousands’ (in thousands
77 8.6 $ 3,111 $ 363
4 18 4,35¢ 237

Table 4
Rural Land Sales

Three Months Ended December 31,

Number Acres
Gross Sales
of Sales Sold Price
(in thousands
1 27 $ 153
6 22¢ 1,471
Year Ended December 31,
Number Acres
Gross Sales
of Sales Sold Price
(in thousands
4 25¢ $ 3,46(
13 60¢€ 2,96¢

Average
Price/Acre

$ 5,60(
5,52(

Average
Price/Acre

$13,37¢
4,891

Also included in rural land sales for the fourthager and year ended 2011 was $0.5 million fromstie of 7 mitigation bank credit



Table 5
Quarterly Segment Pretax Income (Loss)
From Continuing Operations

(% in millions)
Sept. 30 June 30 Mar. 31, Dec. 31 Sept. 30 June 30 Mar. 31, Dec. 31
Dec. 31,
2011 2011 2011 2011 2010 2010 2010 2010 2009
Residentia $(366.6)0 $ (3.7 $ (63 $ (8.9 $(12.9 $(16.5) $ (7.2 $(11.9) $(80.¢)
Commercial (15.7 (0.5 (2.9 (1.9 (1.2) 15 1.3 (0.9 1.3
Rural Land Sale 0.4 0.3 (0.9 2.3 18.2 3.5 0.7 (0.9 0.¢
Forestry 2.0 2.6 1.7 52.7 1.¢ 0.8 2.2 14 1.3
Corporate and othe (4.3 (2.6) (12.9) (22.6) (8.0) (20.9 (9.7) (7.0 (8.€)
Pretax i I f tinui ti
réfax income (loss) from continuing operationsy .o, o ¢ (3.9 $20.9 $21.7 $ (14 $@LO $(147) $17.6 659
@ Includes one timcharges as described in our SEC filir
Table 6
Other Income (Expense)
(% in millions)
Quarter Ended Dec 31. Year Ended Dec. 31
2011 2010 2011 2010
Dividend and interest incon $ 0.2 $ 02 $ 11 $ 1t
Interest expens (0.9 .39 (3.9 (8.7
Gain on sale of office building 0.2 0.1 0.7 0.t
Other 0.2 0.8 2.6 2.t
Retained interest in monetized installment n 0.1 0.1 0.4 0.4
Total $ — $ (0.3 $ 0.9 $ (3.9




