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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, 2006.  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 $105.5 million (net assets). Of this amount, $4.5 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 $11.6 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 $14.5 million, a decrease of $2.4 million in 
comparison with 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 undesignated fund balance for the 
General Fund was $4.8 million, or 9 percent of total General Fund expenditures 

• At the end of the current fiscal year, unrestricted net assets for the Water Fund was 
negative $0.7 million.  This was an improvement over last year’s negative $2.5 million.   

• In October 2005, Hurricane Wilma struck the State of Florida and the City of North 
Miami Beach suffered major damage and destruction.  This was in addition to Hurricanes 
Katrina and Rita, which occurred in September 2005 and also resulted in the City 
incurring damage and destruction. 

 
 
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 include not only the City of North Miami Beach itself 
(known as the primary government), but also a legally separate community redevelopment 
agency for which the City is financially accountable.  This component unit functions for all 
practicable purposes as a department and special revenue fund of the City and have been included 
as an integral part of the primary government.   
 
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, which is considered to be a 
major fund. 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. 
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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. 
 
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.  
Note 11 contains information regarding the CRA, which is a component unit.    
 
The notes to the basic financial statements can be found on pages 32-69 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 70-80 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 81-90 of this 
report. 
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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 $105.5 million at the close of this fiscal 
year.  This was an increase of 12 percent compared to last year's net assets of $93.9 million. 
 

 2001 2002 2003 2004 2005 2006 
Total net assets (in 

millions) 
$88.8 $89.7 $90.3 $90.8 $93.9 $105.5 

 
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 16.3$              11.7$               28.0$          12.6$              10.2$               22.8$         
Restricted assets 5.5                  19.9                 25.4            8.9                  39.2                 48.1           
Capital assets, net 58.9                135.2               194.1          54.0                105.5               159.5         
         Total assets 80.7                166.8               247.5          75.5                154.9               230.4         
Long-term liabilities 44.0                77.0                 121.0          44.7                77.6                 122.3         
Other liabilities 6.9                  14.1                 21.0            3.7                  10.6                 14.3           
         Total liabilities 50.9                91.1                 142.0          48.4                88.2                 136.6         
Net Assets:

Invested in capital assets, 
net of related debt 20.8                60.4                 81.2            15.2                31.2                 46.4           
Restricted 5.0                  14.8                 19.8            8.7                  36.8                 45.5           
Unrestricted 4.0                  0.5                   4.5              3.2                  (1.2)                  2.0             
         Total net assets 29.8$              75.7$               105.5$        27.1$              66.8$               93.9$         

2006 2005

 
 
 

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 18.4$                    24.5$                     42.9$            17.1$                    23.2$                     40.3$            
  Operating grants & contributions 2.2                        4.4                         6.6                1.5                        3.8                         5.3                
  Capital grants & contributions 0.1                        7.6                         7.7                0.1                        4.3                         4.4                
General Revenues:
  Property taxes 15.8                      -                           15.8              13.8                      -                           13.8              
  Other taxes 6.4                        -                           6.4                5.6                        -                           5.6                
  Intergovernmental (including sales tax) 11.3                      -                           11.3              6.8                        -                           6.8                
  Other miscellaneous 1.9                        1.8                         3.7                1.6                        1.6                         3.2                
Total revenues 56.1                      38.3                       94.4              46.5                      32.9                       79.4              
Expenses:
      General government 15.3                      -                           15.3              15.1                      -                           15.1              
      Public safety 20.3                      -                           20.3              18.7                      -                           18.7              
      Library 1.0                        -                           1.0                1.0                        -                           1.0                
      Parks and recreation 4.8                        -                           4.8                4.7                        -                           4.7                
      Public services 14.0                      -                           14.0              11.1                      -                           11.1              
      Interest on long-term debt 2.7                        -                           2.7                2.0                        -                           2.0                
      Water -                          20.1                       20.1              -                          19.4                       19.4              
      Sewer -                          3.8                         3.8                -                          3.6                         3.6                
      Stormwater -                          0.8                         0.8                -                          0.7                         0.7                
Total Expenses 58.1                      24.7                       82.8              52.6                      23.7                       76.3              
Increase (Decr) in net assets before transfers (2.0)                       13.6                       11.6              (6.1)                       9.2                         3.1                
Transfers 4.8                        (4.8)                        -                  4.4                        (4.4)                        -                  
Change in net assets 2.8                        8.8                         11.6              (1.7)                       4.8                         3.1                
Net assets - beginning 27.1                      66.8                       93.9              28.8                      62.0                       90.8              
Net assets - ending 29.9$                    75.6$                     105.5$          27.1$                    66.8$                     93.9$            

2006 2005
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The largest portion of the City’s net assets (77 percent) reflects its investment in capital assets 
(e.g.; land, buildings, and equipment), less any related debt used to acquire those assets that are 
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 (19 percent) are subject to external restrictions on how they may be 
used.  These assets have been set aside for the completion of capital projects, fireflow, inplant, 
debt service payments, or law enforcement and grant related expenditures.      
 
The remaining balance of unrestricted net assets (4 percent) may be used to meet the City’s 
ongoing obligations to citizens and creditors.  The amount of the City's total unrestricted net 
assets increased by $2.5 million compared to last fiscal year with the bulk of the increase 
occurring in the water utility system. 
 
Governmental activities.  Net assets of the City's governmental activities increased by ten 
percent ($2.7 million) from $27.1 million in the last fiscal year compared to $29.8 million in the 
current fiscal year.  Most of the increase was directly or indirectly due to both the housing boom 
and hurricane season.  Permits from new development as well as repairs to existing structures 
increased by eight percent or $1.0 million.  Revenues received from property taxes also increased 
by $2 million.  The bulk of the overall increase ($4.3 million) was in intergovernmental revenues, 
mostly from FEMA for emergency relief.     
 

Governmental Activities -  Total Net Assets
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Business-type activities.  The City's net assets of the business-type activities increased by 13 
percent ($8.9 million) from $66.8 million in last fiscal year compared to $75.6 million in the 
current fiscal year.  A significant decrease of $22 million in the restricted net assets occurred as 
restricted bond proceeds and impact funds were spent on the water treatment plant expansion.  
The City actively pursued and was awarded a capital grant for alternative water supply features at 
the new plant.  While the restricted net assets are decreasing, there is an offsetting increase in 
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investment in capital assets as the 2002 series bond proceeds and various grant monies are used to 
construct the plant and other capital items.  
 

Business-type Activities - Total Net Assets
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Impact revenue also increased as new private development in the water and sewer service areas 
has expanded. These restricted impact funds can only be used for increasing the system’s capacity 
or for meeting Miami-Dade County fire-flow requirements.   
 
 
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 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 $14.5 million, a decrease of $2.4 million in 
comparison with the prior year.  The decrease was due to several factors including a decrease of 
$1.3 million in the Proud Neighborhood Fund as construction projects were completed in the 
five-year Proud Neighborhood program and a decrease of $2.8 million in the 2003B Surtax Fund 
that was used for transportation construction projects. 
 
Unreserved fund balance is the portion of what is available for spending at the City’s discretion.  
This year, 46 percent of fund balance ($6.6 million) constitutes unreserved fund balance. Of this 
amount, the Council has designated $1.8 million for land acquisition, liability and workers’ 
compensation claims. 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. 
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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 undesignated 
fund balance of the General Fund was $4.8 million, unreserved designated fund balance was $1.2 
million and reserved fund balance was $2.7 million, for a total fund balance of $8.7 million.  Last 
fiscal year the General Fund’s total fund balance was $7.6 million.        
 
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)

 2006 
Amount 

2006 
Percent of 

Total
 2005 

Amount 

2005 
Percent of 

Total

 Amount Incr 
(Decr) from 
Prior Year 

Percent 
Incr (Decr) 
from Prior 

Year
Property taxes 13.8$         29 11.8$        28 2.0$              17
Fees and other taxes 6.4             13 5.6            14 0.8                14
Licenses and permits 3.1             7 2.2            6 0.9                41
Intergovernmental 8.1             17 5.1            13 3.0                59
Charges for services 10.0           21 9.8            25 0.2                2
Fines and forfeitures 0.4             1 0.4            1 -                 0
Other miscellaneous 5.5             12 4.8            12 0.7                15
Interest 0.2             0 0.2            1 -                 0
Total 47.5$         100 39.9$        100 7.6$              19  
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Compared to the prior fiscal year, total General Fund revenues increased by $7.4 million or 19 
percent in fiscal year 2006.  Increases in property valuation increased property tax revenue by $2 
million or 17 percent as the housing market in south Florida especially along waterfront 
properties continues to rise.  The estimated FEMA reimbursement due to the last two years’ 
hurricanes accounts for the bulk of the increase in intergovernmental revenues.  Additionally, a 
new waterfront condominium project was finally approved and construction began in fiscal year 
2006, which increased permit revenue by $1 million.  After the 2005 hurricane season, Florida 
Power & Light Company (FPL) requested and received a rate increase to its customers.  This 
resulted in an increase of $436,000 in franchise fees and utility taxes received from FPL as 
compared to last fiscal year.    
 

FY 06 General Fund Revenues
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Expenditures in the General Fund (budgetary basis) are shown in the following schedule: 
 

Expenditures         
(in millions)

 2006 
Amount 

2006 
Percent of 

Total
 2005 

Amount 

2005 
Percent of 

Total

Amount Incr 
(Decr) from 
Prior Year 

Percent Incr 
(Decr) from 
Prior Year

General government 12.7$       23 12.0$        37 0.7$             6
Police services 18.7         35 16.2          30 2.5               15
Library 1.0           2 0.9            2 0.1               11
Parks and recreation 4.5           8 4.3            8 0.2               5
Public services 13.1         25 10.0          19 3.1               31
Capital outlay 2.5           5 1.6            3 0.9               56
Debt service 0.9           2 0.7            1 0.2               29
Total 53.4$       100 45.7$        100 7.7$             17  
 
 
In fiscal year 2006, total General Fund expenditures increased by $7.4 million or 16 percent 
compared to the prior year.  The bulk of the increase was in the Police and Public Services 
departments.  Hurricane Wilma struck the City on October 24, 2005 causing widespread damage 
and impacted the City in multiple ways.  Hurricane-related expenses were $2.8 million and solid 
waste tipping fees were $360,000 more than usual annual amounts.  In addition to the hurricane, 
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the rising cost of oil increased the City’s fuel, tire, and utility costs $466,000 higher than last 
year’s amounts, which is a 22 percent increase.  Normal salary and benefit costs also continued to 
rise.  The City’s required contribution to the police pension increased by 29 percent; the general 
employees pension contribution increased by 6 percent and the management pension contribution 
increased by 3 percent.  Total contributions to all pension funds increased by $0.8 million 
compared to last year.  
 

FY 06 General Fund Expenditures

Debt service
2%

Capital 
outlay
5%

Public 
services

25%

Police 
services

35%

General 
government

23%

Library
2%

Parks and 
recreation

8%

 
 
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 increased by $1.7 million 
due primarily to the water utility fund alone increasing $1.9 million.  Unrestricted net assets at the 
end of the year for the Water Fund, Sewer Fund, and Stormwater Fund amounted to negative $0.7 
million, $1.1 million, and $0.1 million, respectively for a total of $0.5 million.  
 
The Water Fund’s unrestricted net assets increased by $2 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 
statements focus 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.  As the above chart indicates, as more of the water treatment plant 
construction phases are completed, the various capital and capital-related financing activities have 
been changing.  The restricted assets that fund the capital construction are decreasing as the 
City’s investment in these capital assets is increasing.  The City made a diligent effort to keep 
operating income sufficient to cover its operating activities. This trend will continue to be 
monitored and adjustments may still need to be made in future budget years.        
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Water Fund Net Assets Chart
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Water Fund capital contributions increased by $2.2 million compared to last year.  The growth in 
the commercial property segment and new high-rise condominium construction continues.  This 
resulted in the developer-required contributions and impact fees continuing to increase this year.   
 
This in turn increased restricted net assets in the Water Fund.  Most of the inplant and fireflow 
reserves and the entire bond proceeds will be used for the water treatment plant expansion project 
in future fiscal years.  In fiscal year 2006, $22.7 million was expended from all restricted funding 
sources.   The majority of the expenditures were for the water treatment plant. 
 
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 7.5$              2.6$            0.7$                 10.8$            6.2$             2.3$            0.6$                 9.1$             
Restricted assets 19.1              0.8              0.1                   20.0              38.5             0.5              0.3                   39.3             
Deferred charges 1.4                -                -                     1.4                1.5               -                -                     1.5               
Capital assets, net 112.2            18.1            5.0                   135.3            86.9             14.6            4.0                   105.5           
         Total assets 140.2            21.5            5.8                   167.5            133.1           17.4            4.9                   155.4           

Long-term liabilities 73.2              0.2              0.5                   73.9              73.8             0.2              2.1                   76.1             
Other liabilities 13.4              1.8              2.7                   17.9              9.9               1.5              1.0                   12.4             
         Total liabilities 86.6              2.0              3.2                   91.8              83.7             1.7              3.1                   88.5             

Net assets:
Invested in capital assets, net of 
related debt 40.2              17.8            2.4                   60.4              15.2             14.4            1.6                   31.2             
Restricted 14.1              0.6              0.1                   14.8              36.6             0.2              -                     36.8             
Unrestricted (0.7)               1.1              0.1                   0.5                (2.5)             1.1              0.2                   (1.2)             

         Total net assets 53.6$            19.5$          2.6$                 75.7$            49.3$           15.7$          1.8$                 66.8$           

2006 2005
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In the Sewer Fund, net assets increased by $3.8 million.  Capital assets increased by $3.5 million 
primarily due to sewer infrastructure improvements. Capital contributions from developers 
increased by $1.2 million compared to the prior year. 
 
In the Stormwater Fund, net assets increased by $0.8 million.  This was due to the grant related 
activity of the Highland Village Stormwater improvement project.   
 
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 18.2$           5.1$            1.1$                  24.4$          17.3$          4.9$            1.0$                  23.2$          
Expenses:
  Operating Expenses 14.8             3.2              0.5                    18.5            14.0            3.1              0.5                    17.6            
  Depreciation 2.5               0.6              0.1                    3.2              2.4              0.5              0.1                    3.0              
Total Expenses 17.3             3.8              0.6                    21.7            16.4            3.6              0.6                    20.6            
Operating Income 0.9               1.3              0.5                    2.7              0.9              1.3              0.4                    2.6              
Non-operating revenue (expense) 0.3               2.2              0.8                    3.3              (1.1)             2.2              1.2                    2.3              
Capital contributions 6.3               1.3              -                      7.6              4.2              0.1              -                      4.3              
Transfers (3.2)             (1.0)             (0.5)                   (4.7)             (3.1)             (1.0)             (0.4)                   (4.5)             
Change in net assets 4.3               3.8              0.8                    8.9              0.9              2.6              1.2                    4.7              
Net assets - beginning 49.3             15.7            1.8                    66.8            48.4            13.1            0.6                    62.1            
Net assets - ending 53.6$           19.5$          2.6$                  75.7$          49.3$          15.7$          1.8$                  66.8$          

2006 2005

 
 
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 70-72 of this report. 
 
Differences between the original budget and the final amended budget amounted to $177,000 this 
year and can be briefly summarized as follows: 

• New or expanded recreational related programs created $26,000 in expenditures during 
this fiscal year.   

• Increases in workers compensation claims totaled $19,000. 
• An increase of $70,000 in expenses for imaging and microfilming of building department 

permits and plans from reserved fund balance.  
 
Of the total increases, $104,000 was funded from reserved or from unreserved (surplus) fund 
balance.  The remaining $73,000 was provided when additional unanticipated revenue including 
donations of $26,000 was received thus allowing for the additional expenditures. 
 
The differences in the actual revenues and expenditures as compared to the final amended budget 
are summarized as follows: 

• The franchise fee and utility tax revenues received from Florida Power & Light Company 
(FPL) were slightly higher than budgeted.  The combined revenue received was $550,000 
more than expected.  This was due in part to higher fuel costs passed on to customers by 
FPL and a surcharge to provide for future hurricane preparedness. 

• Intergovernmental revenue increased by $3.7 million. Estimated preparation, recovery, 
and debris removal costs related to the 2005 and 2006 hurricane seasons, including 
Hurricane Wilma, totaled $3.4 million.   

• As per City policy, use of unreserved surplus is included in the revenue budget.  For 
statement purposes, it is shown in Other Revenue.    
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• Unspent City Manager contingency funds were approximately $400,000. These funds 
will become available in future fiscal year. 

• 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. 

• A $242,000 increase in required firefighter pension contributions as reflected in Human 
resources expenditures was offset by a state contribution received in the same amount. 

• The $2.6 million of financing proceeds used to purchase equipment remained unspent 
due to equipment specifications and vendor delays. The vendor issues were resolved after 
the fiscal year end and the equipment will be ordered in the next fiscal year.  

 
 
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, 2006 amount to $194.1 million (net of accumulated depreciation). 
of   September 30, 2005, amounts to $159 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 22 percent.  
 

City of North Miami Beach's Capital Assets (net of depreciation, in millions) 
 
 2006 2005 

 
Govern-
mental 

Business-
type Total 

Govern-
mental 

Business-
type Total 

Land  $   4.3  $    5.6   $     9.9   $     4.3   $  5.4  $    9.7 

Buildings and plant     13.1       64.6 
    
      77.7       14.4      65.7       80.1  

Improvements other than 
buildings       6.7                -          6.7         5.9             -         5.9 
Furniture, fixtures, 
machinery and equipment       6.3         2.6         8.9         6.3     2.1        8.4 
Infrastructure       3.8                -          3.8         3.8             -         3.8  
Construction in progress     24.7        62.4        87.1        19.2     32.3       51.5  
   Total capital assets  $ 58.9   $ 135.2  $ 194.1   $   53.9   $105.5  $ 159.4  
 
Governmental activities acquired an additional $8.3 million in capital assets prior to depreciation 
and include the following items:  

• Restoration to various City buildings, such as sanitation and library buildings, due to 
hurricane damages equated to $1.1 million.  

• Improvements and renovations to Hanford Boulevard, in its third phase, totaled $3.4 
million in construction costs. 

• Vehicle purchases of $0.8 million included the purchase of heavy service vehicles and 
replacement of obsolete police vehicles.  

• Equipment purchases of $0.6 million included the installation of a parking garage 
security system, the upgrade of computers and laptops, the improvement of theater 
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lighting and the replacement of library books.   
• Construction-in-progress citywide totaled $2.4 million, which included expansion of new 

parks and a major renovation at Victory pool.   
 
Additions to capital assets before depreciation for business-type activities amounted to $32 
million. Of the total increase in capital assets, 67 percent was attributed to the continued 
expansion of the water treatment plant project. 

• The Norwood Water Treatment Plant construction increased by an additional $21.5 
million. The bulk of the construction included a five million gallon water storage tank, an 
administration building, major underground piping and additional land purchases. 

• The Highland Village sewer and stormwater project, which will replace septic tanks with 
a city sanitary sewer system, was in its final construction phase at a cost of $2.6 million. 

• Contributed capital was received from developers for installation of water mains in the 
amount of $1.4 million. The majority of the installations will provide service to multi-
family residential units, a shopping plaza, and a Super Wal-Mart store. 

• Equipment purchases of $1.2 million to include the purchase of heavy-duty service 
vehicles. Additional purchases included items such as vehicles for various departments, 
several water pumps, security cameras, and some computer upgrades. 

• The sewer pump station rehabilitation projects totaled $1.2 million and included upgrades 
and infrastructure improvements. 

• Construction-in-progress increased by $3.9 million and included construction of a new 
two million gallon water storage tank and a new pumping station.  

 
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 $108.7 million. Of this amount, $27.1 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 $1.8 million in debt.  The remainder of the City's debt ($79.8 million) represents bonds 
secured solely by specified revenue sources, such as water utility revenue bonds.   

 
City of North Miami Beach's Outstanding Debt 

General Obligation and Revenue Bonds 
(in millions) 

  Governmental activities   Business-type activities   Total  
 2006 2005 2006 2005 2006 2005 

 General obligation bonds   $      36.2  $      37.3   $          -   $          -   $      36.2  $      37.3 

 Revenue bonds   $               -   $        -   $      72.5   $      73.1   $      72.5  $      73.1  

 Total   $      36.2   $      37.3   $      72,5   $      73,1   $    108.7   $    110.4  
 
In 2006, no new bond issues or refinancing occurred and normal debt service repayments resulted 
in an overall $1.7 million decrease in outstanding long-term debt.  
 
 
Economic Factors and Next Year’s Budgets and Rates 
 
The City's local economy is based primarily on retail and service activities.  The occupancy rates 
of the City's retail establishments and office structures are 94 percent and 82 percent, 
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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 undesignated fund balance in the General Fund 
decreased to $4.8 million.  The City appropriated $1 million of the September 30, 2006 
unreserved fund balance for expenditure in the 2007 fiscal year budget.  The unreserved 
undesignated fund balance of $4.8 million is approximately equal to 34 days of General Fund 
expenditures.  The City’s unreserved fund balance is shown in the following graph.  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 addition, fiscal year 2006 was the first year that the City utilized a short-term line of credit.  Of 
the $4 million available in the line of credit, $2 million was drawn down for hurricane and 
operating expenses while awaiting receipt of property tax revenue.  The $2 million was paid off 
and renewed in November 2006. 
 
In 1995, the State of Florida limited all local governments' ability to raise property assessments of 
homestead property in any given year to 3 percent or cost of living, whichever is lower. The 
graph below shows the increase in total assessed value of City property assessments over the past 
ten years.   
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The twenty-five private citizens of the Taxation and Budget Reform Commission (TBRC) were 
appointed in February, 2007 by the governor and lawmakers and tasked with examining Florida’s 
tax and expenditure laws and giving advice on how to improve the property tax structure.  The 
TBRC can offer recommendations to the legislature, but it also has the ability to take its proposals 
directly to the voters in the form of proposed constitutional amendments. The TBRC has until 
May 4, 2008 to recommend constitutional amendments for next year’s general election ballot.  
While property assessed value has been increasing steadily, the “Save Our Homes” initiative has 
created a wide disparity in assessments for local residents and their non-homesteaded neighbors. 
Out-of-state owners, landlords, businesses, and any new homebuyers have no protection from 
rising assessments under Florida tax law and are bearing the brunt of increased property values. 
The majority of property owners that are not protected by Save Our Homes will pay significantly 
more this year because their land’s value has increased significantly.  There is a proposal to make 
Save Our Homes portable so that some property owners can take certain property-tax breaks with 
them when they move from one property to another anywhere within the State of Florida. There 
is also discussion on increasing the homestead exemption from $25,000 to $50,000 and capping 
local government and school district tax rates.     
 
The City, as a member of the Florida League of Cities, is trying to come up with a viable solution 
for our residents and businesses.  We are looking at the impact that increases of property values in 
the housing boom has had as well as reviewing how our tax rates may detrimentally affect our 
various property owner groups. For effective relief to occur, we are examining how we can 
provide across-the-board tax breaks to our citizens and still maintain the high level of services 
that our citizens expect and deserve.     
   
Additionally, the City Council had previously mandated a property tax rate reduction of one-tenth 
of one mill per year from 8.5 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 available property tax revenue, the City's operational 
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expenditures, such as salaries, health insurance, and pension contributions, continue to increase.  
The City is currently in negotiations with the police union as that contract expired on September 
30, 2006.  In addition, the City will be re-negotiating the general employees’ union contract, 
which will expire September 30, 2007.  
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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 cost of service requests from 
taxpayers continue to rise.     
 
For water and sewer rates, an automatic annual rate indexing adjustment is in effect in accordance 
with the Florida Public Service Commission deflator index.  For the fiscal year 2007 budget, the 
adjustment increased the rates charged for water and sewer consumption by 2.74 percent.  
Additionally, rate structure changes were approved starting in the fiscal year 2007 budget.  As 
well as water conservation block modifications, the rate charged will also be based on the meter 
size.  The bulk of the changes impacted the multi-family customers. 
 
Effective October 1, 2005, Miami-Dade County increased the rate it charges its wholesale 
customers by 40 percent, which the City was forced to pass on to its 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 into both the Biscayne 
and Floridan aquifers.  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.        
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The original completion date of the new Norwood Water Treatment Plant was scheduled for 
August 2005 with debt service expenses payable from operating revenues 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 City 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.  Once completed, the new plant production capacity will almost double, 
producing up to approximately 31 million gallons per day.  Substantial completion is now 
anticipated to occur in June 2007, with final completion anticipated for September 2007.  As a 
result of 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 
2007 Water fund operating budget will once again contain both the purchase of County water 
expense as well as the debt service expenses.  As a way to minimize the expenses associated with 
the purchase of water, the production portion of the plant will be completed first.  The 
construction of two new storage tanks totaling $7 million gallons is almost complete.  These 
actions will reduce the length of time the City is dependent on County water and reduce the 
associated cost of purchase of water expenses.  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. 
 
 
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. 
 
 
 
 
 
















































































































































































































































