






































Management’s Discussion and Analysis 
 
 
 
As management of the City of North Miami Beach, we offer readers of the City’s financial 
statements this narrative overview and analysis of the financial activities of the City for the fiscal 
year ended September 30, 2005.  Readers are encouraged to consider the information presented 
here in conjunction with additional information that is furnished in the letter of transmittal, which 
can be found on pages i to v of this report.   
 
 
Financial Highlights 
 

• The assets of the City of North Miami Beach exceeded its liabilities at the close of the 
most recent fiscal year by $93.9 million (net assets). Of this amount, $2 million 
(unrestricted net assets) may be used to meet the ongoing obligations to citizens and 
creditors.   

• The City’s total net assets overall increased by $3.1 million during the current fiscal year.  
• As of the close of the current fiscal year, the City's governmental funds reported 

combined ending fund balances of $16.9 million, a decrease of $4.3 million in 
comparison to the prior year. Approximately one third of this total amount is available 
for spending at the government’s discretion (unreserved fund balance).  

• At the end of the current fiscal year, unreserved fund balance for the General Fund was 
$5.2 million, or 11 percent of total General Fund expenditures 

• At the end of the current fiscal year, unrestricted net assets for the Water Fund was 
negative $2.5 million.   

• The City was involved in five major storms – Frances and Jeanne during the 2004 
hurricane season and Katrina, Rita, and Wilma during the 2005 hurricane season.  
Hurricane season in Miami-Dade County starts June 1 and ends November 30, which 
does not coincide with the October to September fiscal year.  The worse storms for south 
Florida historically occur in the months of August, September and October.   

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City of North Miami 
Beach’s basic financial statements.  The City’s basic financial statements consist of three 
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes 
to the financial statements.  In addition to these basic financial statements, this report contains 
other supplementary information. 
 
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. 
 
The statement of net assets presents information on all of 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 periods (e.g., uncollected taxes and earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the City that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
other functions that are intended to recover all or a significant portion of their costs through user 
fees and charges (business-type activities).  The governmental activities of the City include public 
safety (fire protection is provided by Miami-Dade County), sanitation services, public works, parks 
and recreation facilities, public library, code compliance, planning and zoning, real estate and 
economic development, and general and administrative services.  The business-type activities of 
the City include water, sewer, and stormwater operations. 
 
The government-wide financial statements can be found on pages 20-21 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, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements.  All of the funds of the City can be divided 
into three categories: governmental funds, proprietary funds and fiduciary funds. 
 
Governmental funds.  Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements.  However, 
unlike the government-wide financial statements, governmental fund financial statements focus 
on near-term inflows and outflows of spendable resources, as well as on balances of spendable 
resources available at the end of the fiscal year.  Such information may be useful in evaluating 
the City’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements.  
By doing so, readers may better understand the long-term impact of the City’s near-term 
financing decisions.  Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities. 
 
The City maintains several individual governmental funds. Information is presented separately in 
the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances for the General Fund, the Proud Neighborhood Fund, 
and 2003B Surtax Bond Construction Fund, which are considered to be major funds. Data from 
the other governmental funds are combined into a single, aggregated presentation. Individual fund 
data for each of these nonmajor governmental funds is provided in the form of combining 
statements elsewhere in this report. 
 
The City adopts an annual appropriated budget for its General Fund.  A budgetary comparison 
statement has been provided for the General Fund to demonstrate compliance with this budget. 
 
The basic governmental fund financial statements can be found on pages 22-24 of this report. 
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Proprietary funds.  The City maintains one type of proprietary fund.  Enterprise funds are used to 
report the same functions presented as business-type activities in the government-wide financial 
statements.  The City uses enterprise funds to account for its water, sewer, and stormwater 
operations. 
 
The proprietary fund provides the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the water, sewer, and stormwater operations, which are considered to be major 
funds of the City. 
 
The basic proprietary fund financial statements can be found on pages 25-29 of this report. 
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of parties 
outside the City.  Fiduciary funds are not reflected in the government-wide financial statement 
because the resources of those funds are not available to support the City's own programs. 
Fiduciary funds are accounted for in a manner similar to proprietary funds. 
 
The basic fiduciary fund financial statements can be found on pages 30-31 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 basic financial statements can be found on pages 32-66 of this report. 
 
Other information.  In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information including the budgetary 
comparison schedule of the General Fund and information concerning the City's progress in 
funding its obligation to provide pension benefits to its employees.   
 
Required supplementary information can be found on pages 67-77 of this report.   
 
The combining statements referred to earlier in connection with nonmajor governmental funds are 
presented immediately following the required supplementary information.   
 
Combining and individual fund statements and schedules can be found on pages 78-84 of this 
report. 
 
Government-Wide Financial Analysis 
 
Net assets may serve as a useful indicator of the City’s financial position.  The City of North 
Miami Beach's total net assets exceeded liabilities by $93.9 million at the close of this fiscal year.  
This was an increase of $3.1 million compared to last year's net assets of $90.8 million.   
 

 2001 2002 2003 2004 2005 
Total net assets (in millions) $88.8 $89.7 $90.3 $90.8 $93.9 
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City of North Miami Beach's Net Assets (in millions) 
 

Governmental Business-type  Governmental Business-type  
Activities Activities Total Activities Activities Total

Current and other assets 12.6$              10.2$               22.8$          13.9$              6.0$                 19.9$         
Restricted assets 8.9                  39.2                 48.1            11.8                59.2                 71.0           
Capital assets, net 54.0                105.5               159.5          51.8                82.3                 134.1         
         Total assets 75.5                154.9               230.4          77.5                147.5               225.0         
Long-term liabilities 44.7                77.6                 122.3          45.0                76.6                 121.6         
Other liabilities 3.7                  10.6                 14.3            3.7                  8.9                   12.6           
         Total liabilities 48.4                88.2                 136.6          48.7                85.5                 134.2         
Net Assets:

Invested in capital assets, 
net of related debt 15.2                61.6                 76.8            12.1                57.3                 69.4           
Restricted 8.7                  6.4                   15.1            11.7                5.0                   16.7           
Unrestricted 3.2                  (1.2)                  2.0              5.0                  (0.3)                  4.7             
         Total net assets 27.1$              66.8$               93.9$          28.8$              62.0$               90.8$         

2005 2004

 
 
 
 
 
 

City of North Miami Beach's Changes in Net Assets (in millions) 
 

Governmental Business-type  Governmental Business-type  
Activities Activities Total Activities Activities Total

Revenues:
Program Revenues:
  Charges for Services 13.2$                    23.2$                     36.4$            12.1$                    23.3$                     35.4$            
  Operating grants & contributions 1.5                        3.8                         5.3                1.2                        1.3                         2.5                
  Capital grants & contributions 0.1                        4.3                         4.4                0.2                        2.0                         2.2                
General Revenues:
  Property taxes 13.8                      -                           13.8              12.6                      -                           12.6              
  Other taxes 5.6                        -                           5.6                5.9                        -                           5.9                
  Intergovernmental (including sales tax) 6.8                        -                           6.8                6.1                        -                           6.1                
  Other miscellaneous 5.5                        1.6                         7.1                5.5                        1.3                         6.8                
Total revenues 46.5                      32.9                       79.4              43.6                      27.9                       71.5              
Expenses:
      General government 15.1                      -                           15.1              13.9                      -                           13.9              
      Public safety 18.7                      -                           18.7              17.6                      -                           17.6              
      Library 1.0                        -                           1.0                1.1                        -                           1.1                
      Parks and recreation 4.7                        -                           4.7                4.5                        -                           4.5                
      Public services 11.1                      -                           11.1              10.2                      -                           10.2              
      Interest on long-term debt 2.0                        -                           2.0                2.0                        -                           2.0                
      Water -                          19.4                       19.4              -                          18.5                       18.5              
      Sewer -                          3.6                         3.6                -                          3.4                         3.4                
      Stormwater -                          0.7                         0.7                -                          0.7                         0.7                
Total Expenses 52.6                      23.7                       76.3              49.3                      22.6                       71.9              
Increase (Decr) in net assets before transfers (6.1)                       9.2                         3.1                (5.7)                       5.3                         (0.4)               
Transfers 4.4                        (4.4)                        -                  4.3                        (4.3)                        -                  
Change in net assets (1.7)                       4.8                         3.1                (1.4)                       1.0                         (0.4)               
Net assets - beginning 28.8                      62.0                       90.8              30.2                      61.0                       91.2              
Net assets - ending 27.1$                    66.8$                     93.9$            28.8$                    62.0$                     90.8$            

2005 2004
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The largest portion of the City’s net assets (82 percent) reflects its investment in capital assets 
(e.g.; land, buildings, and equipment), less any related debt used to acquire those assets that is 
still outstanding. Capital assets are used to provide services to citizens; and thus, they are not 
available for future spending. The City's investment in its capital assets is reported net of related 
debt.  The resources needed to repay this debt must be provided from other sources since the 
capital assets themselves cannot be used to liquidate these liabilities.  
 
Some of the City’s net assets (16 percent) are subject to external restrictions on how they may be 
used.  These assets have been set aside for the completion of capital projects, debt service 
payments, or law enforcement and grant related expenditures.      
 
The remaining balance of unrestricted net assets (2 percent) may be used to meet the City’s 
ongoing obligations to citizens and creditors.  The amount of City's total unrestricted net assets 
decreased by $2.6 million or 56 percent compared to last fiscal year.  The amount available for 
governmental activities and business-type activities decreased $1.7 million and $0.9 million, 
respectively. 

Governmental Activities -  Total Net Assets
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Governmental activities.  Net assets of the City's governmental activities decreased by six 
percent ($1.7 million) from $28.8 million in last fiscal year compared to $27.1 million in the 
current fiscal year.  The impact from hurricanes was the bulk of the decrease.  While the 
investment market has improved compared to prior years, it has been difficult forecasting funds 
available for investment.  The rising cost of fuels, lubricants, tires and other petroleum-based 
products has been significant. The City’s older work force and its influence on health insurance 
premiums and retirement expenses have increased significantly.  Unrestricted net assets decreased 
due to the use of surplus to cover expenses related to the last two years of extremely unusual 
hurricane activity.  The City was involved with five storms over the last two hurricane seasons.   
 
Business-type activities.  The City's net assets of the business-type activities increased by eight 
percent ($4.8 million) from $62 million in last fiscal year compared to $66.8 million in the 
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current fiscal year.  A significant increase of $1.4 million in the restricted net assets for in-plant 
and fire-flow occurred due to the new private development in the water and sewer service areas.  
These restricted funds can only be used for increasing the system’s capacity or for meeting 
Miami-Dade County fire-flow requirements.  Most of the $6.4 million in restricted funds will be 
used over the next year for the water treatment plant expansion project. This fiscal year $18.3 
million was spent on the water treatment plant expansion project.  The bulk of the capital 
improvement project is funded by bonds, which are restricted assets.  Additionally, there was a 
decrease of almost $1 million in unrestricted net assets from a negative $327,000 last year 
resulting in a negative $1.2 million balance for the current fiscal year.  While total net assets 
overall are increasing, unrestricted net assets are decreasing significantly.  This trend is being 
monitored.         

Business-type Activities - Total Net Assets
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Financial Analysis of the City’s Funds 
 
The City of North Miami 
Beach 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 near-
term inflows, outflows, and 
balances of spendable 
resources.  Such information is 
useful in assessing the City’s 
financing requirements.  In 
particular, unreserved fund 
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balance may serve as a useful measure of the City’s net resources available for spending at the 
end of the fiscal year. 
 
As of the end of the current fiscal year, the City’s governmental funds reported combined ending 
fund balances (both reserved and unreserved) of $16.9 million, a decrease of $4.3 million in 
comparison with the prior year.  The decrease is due to several factors, including a decrease of 
$2.9 million as construction projects are completed, as well as a decrease of $640,000 in 
encumbrances and claim reserves.    
 
Unreserved fund balance is that part that is available for spending at the City’s discretion.  This 
year, 35 percent of this total amount ($5.9 million) constitutes unreserved fund balance.  The 
remainder of fund balance is reserved to indicate it is not available for new spending because it 
has already been committed for a variety of restricted purposes, such as construction projects, 
grant expenditures and encumbrances. 
 

FY 05 General Fund Revenues

Property taxes
28%

Other taxes
14%

Licenses and 
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6%

Int ergovernment al

13%
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14%
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25%

The General Fund is the chief operating fund of the City.  General tax revenues and other receipts 
that are not allocated by law or contractual agreement to another fund are accounted for in this 
fund.  General operating expenses, 
fixed charges and capital improvement 
costs not paid through other funds are 
paid from this fund. At the end of the 
current fiscal year, unreserved fund 
balance of the General Fund was $5.2 
million, and reserved fund balance was 
$2.4 million, for a total fund balance 
of $7.6 million.  Last fiscal year, the 
General Fund’s total fund balance was 
$8.6 million.  The $1 million decrease 
was due to a reduction in 
encumbrances at year-end and use of 
surplus for hurricane related expenses.        
 
The amount of General Fund revenue (budgetary basis) from various sources, their percent of the 
total and the amount of change compared to last fiscal year are shown in the following schedule: 

Revenue Sources     
(in millions)

 2005 
Amount 

2005 
Percent of 

Total
 2004 

Amount 

2004 
Percent of 

Total

 Amount Incr 
(Decr) from 
Prior Year 

Percent 
Incr (Decr) 
from Prior 

Year
Property taxes 11.8$         28 10.7$        32 1.1$              9
Fees and other taxes 5.6             14 5.9            15 (0.3)              (5)
Licenses and permits 2.2             6 1.8            5 0.4                18
Intergovernmental 5.1             13 4.7            12 0.4                8
Charges for services 9.8             25 9.0            23 0.8                8
Fines and forfeitures 0.4             1 0.3            1 0.1                25
Other miscellaneous 4.8             12 4.8            12 -                 0
Interest 0.2             1 0.1            0 0.1                50
Total 39.9$         100 37.3$        100 2.6$              7  
 
Compared to the prior fiscal year, total General Fund revenues increased by $2.6 million or seven 
percent in fiscal year 2005.  Increases in property valuation increased property tax revenue by 
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$1.1 million or nine percent.  The housing market in south Florida especially along waterfront 
properties continues to rise.  License and permit revenue increased 18 percent and include a 
residential waterfront area that was redeveloped from apartments to new town homes as well as 
some permits for repair work completed after the hurricanes.  Charges for services increased by 
eight percent mostly due to the Miami-Dade County sanitation fee increases that were passed 
through to the City customers.     
 
Expenditures in the General Fund (budgetary basis) are shown in the following schedule: 
 

Expenditures         
(in millions)

 2005 
Amount 

2005 
Percent of 

Total
 2004 

Amount 

2004 
Percent of 

Total

Amount Incr 
(Decr) from 
Prior Year 

Percent Incr 
(Decr) from 
Prior Year

General government 12.0$       26 11.4$        31 0.6$             5
Police services 16.2         35 15.0          33 1.2               8
Library 0.9           2 0.9            2 -                0
Parks and recreation 4.3           9 4.2            9 0.1               2
Public services 10.0         22 9.4            21 0.6               6
Capital outlay 1.6           4 1.1            2 0.5               45
Debt service 0.7           2 0.7            2 -                0
Total 45.7$       100 42.7$        100 3.0$             7  
 
In fiscal year 2005, total General Fund expenditures increased by $3 million or seven percent 
compared to the prior year.  The bulk of the increase was in the Police, Public Services, Code 
Compliance and Community Development departments. During the 2005 storm season 
Hurricanes Katrina, Rita, and Wilma impacted the City.  Considerable employee overtime and 
contractor vendor costs were incurred for pre-hurricane preparation and post-hurricane debris 
removal.  In addition to the hurricane expenses, normal salary and benefit costs continue to rise.  
The rising cost in oil impacted the City in multiple ways with fuel, tire, and utility costs 17 
percent higher than last year’s amounts.  Last fiscal year the cost of these items increased 17 
percent as well.    

 
FY 05 General Fund Expenditures
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The Proud Neighborhood Fund 
has a total fund balance of $1.4 
million, all of which is reserved 
for construction.  The fund was 
established in fiscal year 2001 
with the issuance of $17.3 
million in bonds after a voter 
approved referendum.  Design 
and construction of various 
improvements began in February 
2001 and construction is 
expected to last for five years.  
Citywide improvements to 
roadways, sidewalks, drainage 
system and landscaping totaling 
$2.1 million were completed last 
fiscal year. 
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The 2003B Surtax Bond Construction Fund was created in December 2003 to account for the 
bond proceeds of the 2003B bond issue.  These bonds mature in 2019 and are secured by a pledge 
of the City’s portion of Transit Surtax proceeds levied by Miami-Dade County and remitted to the 
City per an inter-local agreement.  Effective January 1, 2003, Miami-Dade County created a 
discretionary sales surtax of one-half of one percent on taxable transactions. This surtax was 
approved by voter referendum.  Since the surtax proceeds can only be used for transit and 
transportation related items, the bond proceeds will be used for transit and transportation related 
construction projects within the City.  The City issued bonds so that large projects could be 
completed in a relatively short time frame.  One project, the Hanford Boulevard street 
improvements, is scheduled for completion in 2007 at an estimated cost of $6 million.  The total 
fund balance as of the fiscal year end is $6.8 million, all of which is reserved for construction.  
Improvements totaling $800,000 were completed in fiscal year 2005.      
 
Proprietary funds.  The City’s proprietary funds provide the same type of information found in 
the government-wide financial statements, but in more detail. 
 
Unrestricted net assets of all the enterprise funds at the end of the year decreased by $0.9 million 
with the Water Fund alone decreasing $0.9 million.  Unrestricted net assets at the end of the year 
for the Water Fund, Sewer Fund, and Stormwater Fund amounted to ($2.5 million), $1.1 million, 
and $210,000, respectively.   

Water Fund Net Assets Chart
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Invested in capital assets  41,980,027  42,155,381  44,939,327  45,447,035  45,610,213 

Restricted  3,883,753  3,694,821  3,611,832  4,563,657  6,166,949 

Unrestricted  450,417  1,364,951  591,771  (1,622,324)  (2,498,807)

Fiscal Year 2001 Fiscal Year 2002 Fiscal Year 2003 Fiscal Year 2004 Fiscal Year 2005

 
 
The Water Fund’s unrestricted net assets decreased by $0.9 million.  The City’s unrestricted net 
assets reflects all liabilities that are not related to capital assets or restricted assets.  In general, 
accounting statements show a liability when it is incurred while financing and budgeting focuses 
on when a liability is paid.  The City budgets for and raises operating revenues during the year in 
which a liability is to be liquidated, rather than during the year in which the liability is incurred.  
The operating income and cash flows from operating activities have been sufficient.  However, 
transfers to other funds, and capital and capital-related financing activities have been reducing 
unrestricted net assets.  The combined impact of the water treatment plant expansion capital 
expenditures and debt service repayment as well as the increased operating expenditures because 
the new plant is not yet operational is straining the water fund.  The unrestricted fund balance 
further decreased by almost $1 million from negative $1.6 million to negative $2.5 million.  This 
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trend will be monitored and adjustments, including significantly decreasing operating 
expenditures or increasing water service rates, may need to be made in future budget years.        
 
Water Fund capital contributions increased by $2.6 million compared to last year.  Last year, no 
large contribution was received from large development projects.  In contrast, renovations to the 
Mall at 163 Street and super Wal-Mart construction contributed in-kind water mains to the City in 
this fiscal year.          
 
Restricted net assets in the Water Fund increased by $1.6 million compared to last year.  Most of 
the increase is in the inplant and fireflow reserves, which will be used for the water treatment 
plant expansion project in future fiscal years.  In fiscal year 2004, only $1.3 million was received 
compared to $2.5 million in fiscal year 2005. 
 
Selected data (in millions) from the City’s Proprietary Funds are shown below: 

Water Sewer Stormwater  Water Sewer Stormwater  
Utility Utility Utility Total Utility Utility Utility Total

Current and other assets 6.2$              2.3$            0.6$                 9.1$              7.5$             2.4$            0.6$                 10.5$           
Restricted assets 38.5              0.5              0.3                   39.3              55.7             0.4              -                     56.1             
Deferred charges 1.5                -                -                     1.5                0.9               -                -                     0.9               
Capital assets, net 86.9              14.6            4.0                   105.5            67.8             11.8            2.8                   82.4             
         Total assets 133.1            17.4            4.9                   155.4            131.9           14.6            3.4                   149.9           
Long-term liabilities 73.8              0.2              2.1                   76.1              73.9             -                2.4                   76.3             
Other liabilities 9.9                1.5              1.0                   12.4              9.8               1.4              0.4                   11.6             
         Total liabilities 83.7              1.7              3.1                   88.5              83.7             1.4              2.8                   87.9             

Net Assets:
Invested in capital assets, net of 
related debt 45.6              14.4            1.6                   61.6              45.4             11.7            0.3                   57.4             
Restricted 6.2                0.2              -                     6.4                4.6               0.4              -                     5.0               
Unrestricted (2.5)               1.1              0.2                   (1.2)               (1.6)             1.0              0.3                   (0.3)             
         Total net assets 49.3$            15.7$          1.8$                 66.8$            48.4$           13.1$          0.6$                 62.1$           

2005 2004

 
 
 
In the Sewer and Stormwater Funds, net assets increased by $2.6 million and $1.2 million, 
respectively.  This was due to the grant related activity of the Highland Village infrastructure 
improvement project.  The project will provide sanitary and storm water sewers in an area that 
had previously been serviced by a failing septic drain field.  Phase I construction was 
substantially complete in March 2006 at a total cost of $7 million.  Phase II construction began in 
March 2006 with an estimated cost of $1.1 million.   
 
Selected data (in millions) from the City’s Proprietary Funds are shown below: 

Water Sewer Stormwater  Water Sewer Stormwater  
Utility Utility Utility Total Utility Utility Utility Total

Revenues:
  Operating Revenues 17.3$           4.9$            1.0$                  23.2$          17.4$          4.9$            1.0$                  23.3$          
Expenses:
  Operating Expenses 14.0             3.1              0.5                    17.6            12.4            3.0              0.6                    16.0            
  Depreciation 2.4               0.5              0.1                    3.0              2.5              0.4              0.1                    3.0              
Total Expenses 16.4             3.6              0.6                    20.6            14.9            3.4              0.7                    19.0            
Operating Income 0.9               1.3              0.4                    2.6              2.5              1.5              0.3                    4.3              
Non-operating revenue (expense) (1.1)             2.2              1.2                    2.3              (1.8)             0.7              0.3                    (0.8)             
Capital contributions 4.2               0.1              -                      4.3              1.6              0.3              -                      1.9              
Transfers (3.1)             (1.0)             (0.4)                   (4.5)             (3.0)             (1.0)             (0.4)                   (4.4)             
Change in net assets 0.9               2.6              1.2                    4.7              (0.7)             1.5              0.2                    1.0              
Net assets - beginning 48.4             13.1            0.6                    62.1            49.1            11.6            0.4                    61.1            
Net assets - ending 49.3$           15.7$          1.8$                  66.8$          48.4$          13.1$          0.6$                  62.1$          

2005 2004
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General Fund Budgetary Highlights 
 
A budgetary comparison schedule for the General Fund is part of the required supplementary 
information and can be found on pages 67-69 of this report. 
  
Differences between the original budget and the final amended budget amounted to $358,000 this 
year and can be briefly summarized as follows: 

• Estimated preparation, recovery, and debris removal costs related to Hurricane Frances 
totaled $69,000.  

• An increase of $60,000 for the purchase of land for a park in the Washington Park area. 
• An increase of $55,000 for police joint task force operations and investigations. 
• An increase of $37,000 for bridge repairs.  
• Additional funding of $45,000 for various camp programs. 
• A $25,000 donation to the school district to fund a school nurse/health program for 

resident children. 
• Additional equipment totaling $67,000 in the police, parks, and public service 

departments.  
 
Of the total increases, $69,000 was from estimated hurricane-related FEMA reimbursements. 
Surplus reserves and land acquisition reserves funded $91,000.  The remaining $198,000 was 
provided when additional unanticipated revenue, such as donation revenue, was received thus 
allowing for additional expenditures. 
 
The differences in the actual revenues and expenditures as compared to the final amended budget 
are summarized as follows: 

• In fiscal year 2002, the Florida Communications Service Tax replaced the City's 
franchise fees and utility taxes for cable TV and telecommunications providers.  The 
amount received was $194,000 less than budgeted this fiscal year.  Last fiscal year, the 
amount received was greater than budgeted by $290,000.  Since this new revenue source 
has little past history, it is difficult for the State of Florida to provide the City with 
accurate revenue estimates. 

• Building permits and fees were $273,000 less than expected. There has been an overall 
resurgence of improvements in residential and business properties as property values in 
coastal areas in south Florida have soared this year.  However, some major developments 
of business properties were delayed and their permits were not applied for and issued as 
projected.  

• Local one-half cent sales tax received from the State was $241,000 more than budgeted 
mainly due to increases in the sale of repair materials attributable to hurricane damage. 

• Federal revenue was $450,000 greater than expected. This was due to FEMA’s 
reimbursement of expenditures incurred by the City during Hurricanes Frances and 
Jeanne of the 2004 storm season and Hurricane Katrina and Tropical Storm Rita of the 
2005 storm season.  The Police and Public Service Department expenses were 
overbudget by the same amount. 

• As per City policy, use of unreserved surplus is included in the revenue budget.  For 
statement purposes, it is shown in Other Revenue.  

• Charges for services increased $297,000 primarily as a result of lien research and open 
building permit research fees due to increased housing sales and refinancing. 

• Fines and forfeitures were $176,000 more than expected.  This was due primarily to a 
stronger enforcement of local ordinances by the respective departments. 
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• The decrease in actual Executive expenditures of $717,000 was due primarily to the City 
not using its regular contingency reserve.  Unused contingency increases available fund 
balance in future years. 

• Police leave payouts were overbudget by $180,000 as the Chief of Police and Assistant 
Chief of Police, each with 16 years of service, and a senior detective, with 23 years of 
service, retired in 2005. 

• Pension contributions received from the State of Florida were lower than expected by 
$77,000. 

• Solid waste tipping disposal expense was overbudget by $155,000.  On the revenue side, 
solid waste sanitation fees were overbudget by $134,000.  Miami-Dade County 
implemented a 3 percent rate increase to the City at the beginning of the fiscal year, 
which was passed through to the customers. 

• The increase in fuel and lubricant expenses resulted in the City over expending the fuel 
budget by $114,000 in the Police and Public Services Departments. 

• The Parks and Recreation Department was underbudget by $338,000 due to staffing 
shortages and efficient usage of operating supplies as well as donations received from 
private contributors. 

• Overall, departments’ current expenditures were in line with budgeted expenditures.  The 
police and public services departments were over budget mostly due to hurricane-related 
and other overtime expenses.     

 
Capital Assets and Debt Administration 
 
Capital assets.  The City’s investment in capital assets for its governmental and business-type 
activities as of September 30, 2005, amounts to $159.4 million (net of accumulated depreciation).   
 
This investment in capital assets includes land, buildings, improvements other than buildings, and 
machinery and equipment.  The total increase in the City's investment in capital assets for the 
current fiscal year was 18.8 percent.  
 

City of North Miami Beach's Capital Assets  
(net of depreciation, in millions) 

Govern-
mental

Business-
type Total

Govern-
mental

Business-
type Total

Land 4.3$        5.4$          9.7$          4.2$          5.3$         9.5$           
Buildings and plant 14.4        65.7          80.1          15.6          59.4         75.0           
Improvements other than 
buildings 5.9          -              5.9            6.0            -            6.0             
Furniture, fixtures, 
machinery and equipment 8.2          2.1            10.3          6.3            2.2           8.5             
Infrastructure 1.9          -              1.9            3.5            -            3.5             
Construction in progress 19.2        32.3          51.5          16.2          15.5         31.7           
   Total capital assets 53.9$      105.5$      159.4$      51.8$        82.4$       134.2$       

2005 2004

 
 
 
Capital assets within the governmental activities had an additional $5.7 million before 
depreciation and include the following items:  

• Improvements and restorations of numerous alleyways amounted to $500,000.  
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• Acquisition of land for the purpose of expanding parks at a cost of $100,000. 
• Equipment purchases of $1.7 million to include the purchase of several heavy service 

vehicles, police cars, library books and upgrading laptops and computers.  
• Improvement and renovation to buildings and various City sites, such as, the installation 

of accordion shutters, fencing, parking lots, demolition of building and upgrade to 
security system equated to $500,000. 

• Various construction-in-progress citywide totaled $2.2 million. It included the various 
types of project improvements such as the Proud Neighborhood Bonds project, various 
road-surfacing projects and the bus shelter project. 

• The Hanford Boulevard renovation continued construction at an additional cost of 
$700,000.  

 
Additions to capital assets before depreciation for business type activities amounted to $28 
million. The majority of the increase ($18.3 million) is attributed to the continued expansion of 
the water treatment plant project. 

• $1.7 million of previous year construction-in-progress was completed and recorded as 
assets.  Such projects included the completion of the Miami Garden’s water transmission 
main replacement, Corona Del Mar system betterments and improvements to the 
Norwood Water Plant security system. 

• Installation of water mains installed by commercial entities, such as Wal-Mart, Biscayne 
Commons and other major developers were donated and released to the City for 
maintenance, at a cost of $1.5 million. 

• $500,000 of equipment purchases.  Such purchases include the upgrading of computers 
and laptops, and several police-type vehicles to be utilized as security patrol vehicles at 
the water treatment plant. 

• Construction-in-progress totaled $1.9 million for various projects, such as Strand Avenue 
bridge canal crossing, the Operation Center water storage tank project and the 
continuation of the 40-year certification for restoration to the water treatment plant. 

• The completion of two deep injection-monitoring wells at a total value of $4.5 million. 
• The Norwood Water Treatment Plant continued construction-in-progress at an additional 

$12.8 million. 
• Sewer projects totaled $1.6 million.  The majority of the projects include the 

rehabilitation of lift stations, pipelines installation, wastewater pump station upgrades and 
the replacement of gravity main manholes. 

• The process of replacing septic tanks with a city sewer sanitary system continued with 
improvements within the Highland Village area at a cost of $2 million this fiscal year. 

• The Highland Village Stormwater Improvement project had $1.3 million in construction 
costs and includes the installation of a Stormwater system and a pumping station within 
the Highland Village area. 

 
Additional information on the City’s capital assets can be found in note 4 starting on page 45 of 
this report. 
 
Long-term Debt.  At the end of the current fiscal year, the City had total bonded debt 
outstanding of $110.4 million. Of this amount, $35 million in debt was approved by referendum 
by the City's voters. The guaranteed portion of State Revenue Sharing secures a net outstanding 
balance of $2 million in debt.  The remainder of the City's debt represents bonds secured solely 
by specified revenue sources such as water utility revenue bonds.   
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City of North Miami Beach's Outstanding Debt 
General Obligation and Revenue Bonds (in millions) 

2005 2004 2005 2004 2005 2004
General obligation bonds 37.3$            38.4$            -$              -$              37.3$            38.4$            
Revenue bonds 0.0 0.0 73.1 73.0 73.1 73.0

Total 37.3$            38.4$            73.1$            73.0$            110.4$          111.4$          

Governmental activities Business-type activities Total

 
 
 

In August 2005, the City took advantage of the low interest rates and issued $5.4 million 
Municipal Loan Council 2005C series revenue refunding serial bond.  The bond replaced the 
2000A capital appreciation term bond.  The 2005C bond interest rate varies between 3.00 percent 
and 4.125 percent. The prior bond interest rate varied between 4.30 percent and 6.00 percent.  
The transaction is expected to net a $180,754 in savings to the City’s residents in the form of 
lower debt service millage.  The unrefunded portion of the 2000A bond totaled $1,655,000 and 
matures in April 2010. 
  
Additional information on the City's long-term debt can be found in note 6 starting on page 48 of 
this report.  
 
Economic Factors and Next Year’s Budgets and Rates 
 
The City's local economy is primarily based upon retail and service activities.  The occupancy 
rates of the City's retail establishments and office structures are 94 percent and 82 percent, 
respectively.  Even though the City itself is not a popular tourist location, many of its residents 
and businesses have begun to feel the effects of the current economic recovery in Florida's 
tourism industry as a whole.   
 
During the current fiscal year, unreserved fund balance in the General Fund decreased by 
$338,000 to $5.2 million.  The City appropriated $1 million of the September 30, 2005 
unreserved fund balance for expenditure in the 2006 fiscal year budget.  The unreserved fund 
balance of $5.2 million is approximately equal to 1.3 months of General Fund expenditures.  As 
in prior fiscal years, a portion of unrestricted fund balance will be used to preclude or moderate 
future tax and user fee increases.  
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In 1995, the State of Florida limited all local governments' ability to increase assessments of 
homesteaded property in any given year to 3 percent or cost of living, whichever is lower. The 
graph below shows the increase in property assessments over the past ten years. 
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While property assessed value has been increasing steadily, the “Save Our Homes” initiative has 
kept revenue received from ad valorem taxes relatively flat.         
 
Additionally, the City Council had previously mandated a property tax rate reduction of one-tenth 
of one mill per year from 8.12 to 7.5 mills. As the following graph indicates, the City's operating 
millage (property tax rate) has been reduced or has remained steady over the last ten years.  While 
these mandates have limited the City's property tax revenue, the City's operational expenditures, 
such as salaries, health insurance, and pension contributions, continue to increase.  The City 
concluded negotiations and reached an agreement on the general employees’ union contract in 
February 2005.  This contract covers the fiscal years 2005 through 2007 (expires September 30, 
2007).  The current police union contract expires September 30, 2006.   

7.8

.888

7.7

.853

7.6

.823

7.5

.904

7.5

.896

7.5

.836

.955

7.5

.746

.849

7.5

.636

.760

7.5

.588

.693

7.5

.510

.599

0

1

2

3

4

5

6

7

8

9

10

M
i
l
l
s

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Assessment Year

PROPERTY TAX RATES

Operating Millage Voted Debt Millage-Police Station Voted Debt Millage-Proud Neighborhoods

 

 17



For many years, the City, just like many cities across the country, has had to deal with the conflict 
of keeping taxes and service charges as low as possible while service requests from taxpayers 
continue to rise.   
 
An automatic annual rate indexing adjustment is in effect for water and sewer rates in accordance 
with the Florida Public Service Commission deflator index.  For the fiscal year 2006 budget, the 
adjustment increased the water and sewer consumption rates by 2.17 percent. 
 
Additionally, the City purchases water on a wholesale basis from the County.  On September 22, 
2005, the County increased its water rates to wholesale customers by 40 percent effective October 
1, 2005.  After many wholesale customers requested explanation and clarification of the 
increases, the County decreased their rates on March 21, 2006.  The new County rate ordinance 
increases rates by 29 percent from the original 2005 rates and allows the wholesale customers to 
transition to the revised rates and defer the payment of the rate increase.  The City of North 
Miami Beach water consumption rate increased by 8 percent to pass-through the County’s rate 
increase.  The County has provided a means for the cities impacted by the rate adjustments to 
assist in the calculation methods.  It is hoped that the new system will mitigate large rate 
increases and aid in the forecasting of wholesale rates for customers. 
 
In fiscal year 2002, the City issued bonds in the amount of $66.4 million for the expansion and 
improvement of the Norwood water treatment plant, including the installation of new wells.  The 
water treatment plant expansion will improve treatment levels and water quality as well as 
provide future water availability.  By allowing the City to become independent of Miami-Dade 
County Water and Sewer Department, the City can control its rates more efficiently and become a 
major water source in south Florida.   
 
The original completion date of the new Norwood Water Treatment Plant was scheduled for 
August 2005 with bond principal and interest payments payable from operating revenues 
scheduled to commence in February 2006. The plan was for the reduction in the purchase of 
County water to coincide with the addition of debt service expenses.  The Council has committed 
that water rates would not increase until fiscal year 2007.  The bond issue included $10 million in 
capitalized interest to cover the first three years of bond interest payments.   
 
The project has experienced significant delays impacting the design, bidding, permitting and 
construction phases.  Substantial completion is now anticipated to occur in April 2007, with final 
completion anticipated for May 2007.  As a result of these delays, the City will continue to 
purchase water from the County on a wholesale basis to offset the difference between demand 
and production until the project is substantially complete.   Since the bond’s principal and interest 
payments began in February 2006, the City’s fiscal year 2006 Water Fund operating budget 
contained both the purchase of County water expense as well as the bond principal payment 
expense.  As a way to minimize the expenses associated with the purchase of water, the 
production portion of the plant will be completed first.  This will reduce the time the City is 
dependent on County water and reduce the associated purchase of water expenses.  Additionally, 
the County stopped its purchase of water from the City.  A reduction in revenue has occurred 
while water production costs remain the same.  The fiscal year 2007 budget will be a considerable 
challenge to the Public Services Department, as both these expenses will put a strain on 
operations until the water treatment plant expansion project is completed.  
 
All these factors will be considered in preparing the City’s future budgets. 
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Requests for Information 
 
This financial report is designed to provide a general overview of the City of North Miami 
Beach’s finances for all those with an interest in the City’s finances. 
 
Questions concerning any of the information provided in this report or requests for additional 
financial information should be addressed to Patricia Bliss, Deputy Finance Director, Finance 
Department, City of North Miami Beach, 17011 NE 19th Avenue, North Miami Beach, Florida 
33162. 
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