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CITY OF FLORENCE 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED SEPTEMBER 30, 2006 
  
  
The Discussion and Analysis of The City of Florence financial performance provides an 
overall review of the City’s financial activities for the year ended September 30, 2006.  
The intent of this discussion and analysis is to look at the City’s financial performance as 
a whole.  Readers should also review the basic financial statements to enhance their 
understanding of the City’s financial performance. 
  
This discussion and analysis is presented in a format consistent with the presentation 
requirements of the Governmental Accounting Standards Board’s (GASB) Statement No. 
34 – Basic Financial Statements – and Management’s Discussion and Analysis – for 
State and Local Governments issued June 1999.   
  
FINANCIAL HIGHLIGHTS 
  
Key financial highlights for 2006 were as follows: 
  

Total net assets for 2006 increased $794,176 or 24.2% from fiscal year 2005. 
  

General revenues accounted for $1,420,501 in revenue, or 44% of all revenues.  
Program specific revenues in the form of charges for services and grants and 
contributions accounted for $1,796,069 or 56% of total revenues. 
  
Long-term debt decreased by $319,083 or 10.8% from fiscal year 2005. 
  
Overall, the book value of capital assets decreased by $246,809 
  

OVERVIEW OF FINANCIAL STATEMENTS 
  
This discussion and analysis is intended to serve as an introduction to the City’s basic 
financial statements.  The City’s basic financial statements comprise three components:  
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the 
financial statements. 
  
Government-wide financial statements.  The government-wide financial statements are 
designed to provide readers with a broad overview of the City’s finances, in a manner 
similar to a private-sector business.  These statements are prepared using the accrual basis 
of accounting and include all assets and liabilities. 
  
The statement of net assets presents information on all the City’s assets and liabilities, 
with the difference between the two reported as net assets.  Over time, increases or 
decreases in net assets may serve as a useful indicator of whether the financial position of 
the City is improving or deteriorating. 
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The statement of activities presents information showing how the City’s net assets 
changed during the most recent fiscal year.  All changes in net assets are reported as soon 
as the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows.  Thus, revenues and expenses are reported in this statement for some 
items that will only result in cash flows in future fiscal years. 
  
The government-wide financial statements outline functions of the City that are 
principally supported by property taxes and intergovernmental revenues (governmental 
activities) and water, sewer, and sanitation charges (proprietary activities).  The 
governmental activities of the City include general government, public safety, public 
works, and interest on long-term debt. 
  
The government-wide financial statements can be found on pages 11-13 of this report. 
  
Fund financial statements.  A fund is a grouping of related accounts that is used to 
maintain control over resources that have been segregated for specific activities or 
objectives.  The City uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements.  All of the funds of the City can be divided into two 
categories:  governmental and proprietary funds. 
  

Governmental funds.  Governmental funds are used to account for essentially 
the same functions reported as governmental activities in the government-wide 
financial statements.  However, unlike the government-wide financial statements, 
governmental fund financial statements focus on current spendable resources, as 
well as on balances of spendable resources available at the end of the fiscal year.  
Such information may be useful in evaluating the City’s current financing 
requirements.  Government funds are reported using modified accrual accounting.  
This method of accounting measures cash and other assets that can be easily 
converted to cash.  The Governmental Funds Statements provide a detailed short-
term view of the City’s operations. 
  
Because the focus of governmental funds is narrower than that of the government-
wide financial statements, it is useful to compare the information presented for 
governmental funds with similar information presented for governmental 
activities in the government-wide financial statements.  By doing so, readers may 
better understand the long-term impact of the City’s current financing decisions.  
Both the governmental fund balance sheet and the governmental fund statement 
of revenues, expenditures, and changes in fund balances provide a reconciliation 
to facilitate this comparison between governmental funds and governmental 
activities.  The reconciliations are on pages 15 and 17, respectively. 
  
The basic governmental fund financial statements can be found on pages 14-17 of 
this report. 
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Proprietary funds.  The City of Florence maintains one type of proprietary fund, 
the enterprise fund.  The Enterprise fund is used to report the same functions 
presented as business-type activities in the government-wide financial statements.  
The City uses the enterprise fund to account for its Water and Sewer operations as 
well as sanitation. 
  
Proprietary funds provide the same type of information as the government-wide 
financial statements, only in more detail. 
  
The basic proprietary fund financial statements can be found on pages 18-22 of 
this report. 

  
Notes to the financial statements.  The notes provide additional information that is 
essential to a full understanding of the data provided in the government-wide and fund 
financial statements.  The notes to the financial statements can be found on pages 23-35 
of this report. 
  
Required supplementary information.  In addition to the basic financial statements and 
accompanying notes, this report also presents certain required supplementary information 
concerning the City’s budget process. 
  
The City adopts an annual operating budget for all governmental funds and proprietary 
funds.  A budgetary comparison statement has been provided for the General Fund.  This 
required supplementary information could be found on page 36 of this report. 
  
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
  
One of the most important questions to ask about the City of Florence’s finances is, “Has 
the City’s net assets increased or decreased as a result of the year’s activities?”  The 
Statement of Net Assets and the Statement of Activities report information about the City 
as a whole and about its activities in a way that helps answer this question.  These 
statements include all of the city’s assets and liabilities resulting from the use of the 
accrual basis of accounting and economic resources focus of measurement. 
  
Net assets.  The City’s combined net assets, on the accrual basis of accounting and 
economic resources measurement focus, increased from $3,276,989 to $4,071,165 
between fiscal years 2005 and 2006.  The following table reflects condensed information 
on the City’s net assets: 
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Table 1 
Net Assets 

  
  

  

  
Governmental 

Activities 
Business-type 

Activities Total 
  2006 2005 2006 2005 2006 2005 
Assets:             
Current and other assets 829,424 458,238 1,781,014 1,424,106 2,610,438 1,882,344
Capital assets, net 2,512,571 2,545,821 1,808,617 2,022,176 4,321,188 4,567,997
Total Assets 3,341,995 3,004,059 3,589,631 3,446,282 6,931,626 6,450,341
              
Liabilities:             
Current and other liabilities 129,818 145,850 394,769 369,189 524,587 515,039
Long-term liabilities 847,968 906,155 1,487,906 1,752,158 2,335,874 2,658,313
Total Liabilities 977,786 1,052,005 1,882,675 2,121,347 2,860,461 3,173,352
              
Net Assets             
Invested in capital assets,             
     net of related debt 1,645,647 1,620,613 71,475 223,279 1,717,122 1,843,892
Restricted 0 0 0 0 0 0
Unrestricted 718,562 331,441 1,635,481 1,101,656 2,354,043 1,433,097
Total Net Assets 2,364,209 1,952,054 1,706,956 1,324,935 4,071,165 3,276,989

  
The largest portion (70%) of the City’s net assets in governmental activities are invested 
in capital assets (e.g., land, infrastructure, building, mobile equipment, furniture and 
equipment, leased property under capital leases and construction in progress, less any 
related debt used to acquire those assets that is still outstanding.  The City uses these 
capital assets to provide services to its citizens; consequently these assets are not 
available for future spending. 
  
In the business-type activities (4.2%) of the net assets are invested in capital assets.  The 
City uses these assets to provide services to the citizens. 
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Changes in Net Assets.  The City’s total revenues and expenses for governmental and 
business-type activities are reflected in the following table: 

  
  

Table 2 
Changes in Net Assets 

  
  
  

  
Governmental 

Activities 
Business-type 

Activities Total 
  2006 2005 2006 2005 2006 2005 
Revenues:             
Program revenues:             
Charges for services 576,968 500,760 1,101,502 784,066 1,678,470 1,284,826
Operating grants 117,599 168,825 0 0 117,599 168,825
              
General revenues 1,329,037 1,298,760 91,464 19,137 1,420,501 1,317,897
Total Revenues 2,023,604 1,968,345 1,192,966 803,203 3,216,570 2,771,548
              
Program Expenses:             
General government 423,073 469,628 0 0 423,073 469,628
Public safety 737,401 714,848 0 0 737,401 714,848
Public services 165,448 209,199 0 0 165,448 209,199
Culture and recreation 226,142 286,428 0 0 226,142 286,428
Water and sewer     810,945 726,356 810,945 726,356
Interest 59,385 62,621  0  0 59,385 62,621
Total Expenses 1,611,449 1,742,724 810,945 726,356 2,422,394 2,469,080
              
Increase in Net Assets 412,155 225,621 382,021 76,847 794,176 302,468
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Governmental Activities.  Revenues for the City’s governmental activities for the year 
ended September 30, 2006 were $2,023,604 compared to $1,968,345 in 2005.  Program 
revenues increased $24,982 primarily as a result of an increase in  contributions.  
Revenues are, for the most part, comprised of sales and use taxes and property taxes 
(65%). 
  
The cost of providing all governmental activities this year was $1,611,449 a decrease of 
$131,275 from the prior year.  Of this amount, general government expenses decreased 
$46,555; public safety expenses increased $22,553; public services expenses decreased 
$43,751; culture and recreation expenses decreased $60,286; and interest on long-term 
debt expenses decreased $3,236. 

  
Business-type Activities.  Revenues for business-type activities are, for the most part, 
comprised of charges for services (92%).  Charges for services for the City’s business-
type activities were $1,101,502 for 2006, an increase of $317,436 from 2005. 

  
The costs of these business-type activities were $810,945 for 2006, an increase of 
$84,589 from 2005 primarily due to increased water and sewer expenses. 
  
FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
  
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements. 
  
Governmental funds.  The focus of the City’s governmental funds is to provide 
information on current inflows, outflows and balances of spendable resources.  Such 
information is useful in assessing the city’s financing requirements.  In particular, 
unreserved fund balance may serve as a useful measure of the City’s net resources 
available for spending at the end of the fiscal year. 
  
The financial performance of the City as a whole is reflected in its governmental funds.  
As the City completed the year, its governmental funds reported a combined fund balance 
of $750,374 an increase of $379,909.  The entire fund balance constitutes unreserved and 
undesignated fund balance, which is available for spending at the City’s discretion. 
  
BUDGETARY HIGHLIGHTS 
  
The City’s budget is prepared according to Mississippi law and is based on accounting 
for certain transactions on a basis of cash receipts, disbursements, and encumbrances.  
The most significant budgeted fund is the General Fund. 
  
Over the course of the year, the City did not revised the annual operating budget.  
Schedules showing the original and final budget amounts compared to the City’s actual 
financial activity for the General Fund is provided in this report as required 
supplementary information. 
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CAPITAL ASSETS AND DEBT ADMINISTRATION 
  
Capital assets.  As of September 30, 2006, the City’s total capital assets were $8,606,953 
including land, city buildings, infrastructure, vehicles and furniture and equipment.  This 
amount represents an increase of $73,434 from the previous year.  The accumulated 
depreciation as of September 30, 2006 was $4,285,765 and total depreciation expense for 
the year was $320,243, resulting in total net assets of $4,321,188. 
  
  

 Table 3 
Capital Assets at September 30, 2006  

(Net of Depreciation) 
   

  

  
Governmental 

Activities 
Business-type 

Activities Total 
  2006 2005 2006 2005 2006 2005 
              
Land 241,456 241,456 0 0 241,456 241,456
Construction in Progress 0 121,895 0 0 0 121,895
Buildings & improvements 2,058,573 1,977,097 1,742,832 1,931,307 3,801,405 3,908,404
Machinery,equipment,vehicles 212,542 205,373 65,785 90,869 278,327 296,242
Total 2,512,571 2,545,821 1,808,617 2,022,176 4,321,188 4,567,997

  
Additional information of the City’s capital assets can be found in Note 4 on page 29 of 
this report. 
  
Debt Administration.  At September 30, 2006, the City had $2,648,318 in general 
obligation bonds and other long-term debt outstanding as shown in the following table. 
  

Table 4 
Outstanding Notes and Long-Term Obligations   

  

  
Governmental 

Activities 
Business-type 

Activities Total 
  2006 2005 2006 2005 2006 2005 
              
General obligation bonds 274,500 285,000 640,500 665,000 915,000 950,000
Revenue bonds 0 0 323,468 504,649 323,468 504,649
Lease obligations 537,910 583,175 13,637 25,719 551,547 608,894
Capital loans 54,514 57,033 759,537 795,041 814,051 852,074
Compensated absences 31,812 39,024 12,440 12,760 44,252 51,784
Total 898,736 964,232 1,749,582 2,003,169 2,648,318 2,967,401

  
Additional information of the City’s long-term debt can be found in Notes 5 and 6 on 
pages 30-33 of this report. 
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CURRENT ISSUES 
  
The City of Florence is currently pursuing negotiations for the sale of city owned 
property located off U. S. Highway 49 South and Crosspark Drive, and for the acquisition 
of property off Williams road for the construction of Water Well #5 and a Water Storage 
Tank Facility. 
  
Public Works and Street Improvements.  Projects that were in progress during 2005 
including extending waterworks, establishing sanitary storm drainage, and 
improving/repairing the sewer systems have been completed. 
  
Grants.  The City of Florence continues to participate in the Mississippi Department of 
Transportation Grant Program for Litter Control and Beautification.  The City also 
received a Homeland Security Grant to purchase equipment (radios) for the Police 
Department.  In addition the City received grant funds for damages caused by Hurricane 
Katrina. 
  
Future Development.  The City began design engineering for improvements, repairs and 
extensions to the combined water and sewer system consisting primarily of 
improvements, repairs and extensions to the waterworks and water supply facilities of the 
City.  Federal money for the Erlich Road Bypass Project has been earmarked and 
preliminary work on this project is in the early stages of development. 
  
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 
  
This financial report is designed to provide our citizens, taxpayers, creditors, and 
investors with a general overview of the City of Florence’s finances and to show the 
City’s accountability for the money it receives.  If you have any questions about this 
report or need additional financial information, contact Linda Wigley,  City Clerk at 
(601) 845-8856 or email cityhall2@alltel.net. 
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