PAGE  

Save this file with a new name to be used as your working document. Place your cursor over text highlighted in yellow for HELP comments. (Delete these instructions.)

Management’s discussion and analysis

This section of Name of Government’s annual financial report presents our discussion and analysis of the City’s financial performance during the fiscal year ended Date.  Please read it in conjunction with the City’s financial statements, which follow this section.  

FINANCIAL HIGHLIGHTS



· The City’s total combined net assets were $[                   ] at Date.

· During the year, the City’s expenses were $[                ] [Less/More] than the $[             ] generated in taxes and other revenues for governmental activities.

· The total cost of the City’s programs was virtually unchanged from last year, and no new programs were added this year.

· The general fund reported a fund balance this year of $[                    ].
· The City issued approximately $[                     ] in bonds during fiscal year [Date].
OVERVIEW OF THE FINANCIAL STATEMENTS
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Figure A-2. Major Features of the District's Government-wide and Fund Financial Statements

This annual report consists of three parts—management’s discussion and analysis (this section), the basic financial statements, and required supplementary information.  The basic financial statements include two kinds of statements that present different views of the City:
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· The first two statements are government-wide financial statements that provide both long-term and short-term information about the City’s overall financial status.

· The remaining statements are fund financial statements that focus on individual parts of the government, reporting the City’s operations in more detail than the government-wide statements.

· The governmental funds statements tell how general government services were financed in the short term as well as what remains for future spending.

· Proprietary fund statements offer short- and long-term financial information about the activities the government operates like businesses.

· Fiduciary fund statements provide information about the financial relationships in which the City acts solely as a trustee or agent for the benefit of others, to whom the resources in question belong.

The financial statements also include notes that explain some of the information in the financial statements and provide more detailed data. The statements are followed by a section of required supplementary information that further explains and supports the information in the financial statements.  Figure A-1 shows how the required parts of this annual report are arranged and related to one another. 
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Figure A-2
 summarizes the major features of the City’s financial statements, including the portion of the City government they cover and the types of information they contain.  The remainder of this overview section of management’s discussion and analysis explains the structure and contents of each of the statements.

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods similar to those used by private-sector companies.  The statement of net assets includes all of the government’s assets and liabilities.  All of the current year’s revenues and expenses are accounted for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City’s net assets and how they have changed. Net assets—the difference between the City’s assets and liabilities—is one way to measure the City’s financial health or position.

· Over time, increases or decreases in the City’s net assets are an indicator of whether its financial health is improving or deteriorating, respectively.

· To assess the overall health of the City, one needs to consider additional nonfinancial factors such as changes in the City’s tax base

The government-wide financial statements of the City include the Governmental activities.  Most of the City’s basic services are included here, such as general government, public safety, highways and streets, sanitation, economic development, culture and recreation, and interest on long-term debt.  Property taxes and grants finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant funds—not the City as a whole.  Funds are accounting devices that the City uses to keep track of specific sources of funding and spending for particular purposes.

· Some funds are required by State law and by bond covenants.

· The Board of Trustees establishes other funds to control and manage money for particular purposes or to show that it is properly using certain taxes and grants. 

The City has the following kinds of funds:

· Governmental funds—Most of the City’s basic services are included in governmental funds, which focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances left at year-end that are available for spending.  Consequently, the governmental fund statements provide a detailed short-term view that helps you determine whether there are more or fewer financial resources that can be spent in the near future to finance the City’s programs.  Because this information does not encompass the additional long-term focus of the government-wide statements, we provide additional information at the bottom of the governmental funds statement, or on the subsequent page, that explain the relationship (or differences) between them.

· Proprietary funds—Services for which the City charges customers a fee are generally reported in proprietary funds.  Proprietary funds, like the government-wide statements, provide both long-term and short-term financial information.

· We use internal service funds to report activities that provide supplies and services for the City’s other programs and activities..

· Fiduciary funds—The City is the trustee, or fiduciary, for certain funds.  It is also responsible for other assets that—because of a trust arrangement—can be used only for the trust beneficiaries.  The City is responsible for ensuring that the assets reported in these funds are used for their intended purposes.  All of the City’s fiduciary activities are reported in a separate statement of fiduciary net assets and a statement of changes in fiduciary net assets.  We exclude these activities from the City’s government-wide financial statements because the City cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net assets. The City’s combined net assets were [$                ] at [Date]. (See Table A-1
).

	Table A-1


	City’s Net Assets

	(In millions/thousands dollars)

	
	
	
	
	
	
	
	
	
	
	Total

	
	Governmental
	
	Business-type
	
	
	
	
	Percentage

	
	Activities
	
	Activities
	
	Total
	
	Change

	
	2002
	2001
	
	2002
	2001
	
	2002
	2001
	
	2002-2001

	
	
	
	
	
	
	
	
	
	
	

	Current assets:
	
	
	
	
	
	
	
	
	
	

	  Cash and cash equivalents
	$  0


	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Due from other governments
	0


	(1)
	
	0


	(1)
	
	0
	(1)
	
	(1)

	  Due from other funds
	0
	(1)
	
	0


	(1)
	
	0
	(1)
	
	(1)

	  Other receivables
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Inventories – supplies
	
	
	
	
	
	
	
	
	
	

	    and materials
	.0


	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	      Total current assets:
	0.0


	(1)
	
	0.0
 SUM(a9,a10,a11,a12) 

	(1)
	
	0.0
 SUM(a9,a10,a11,a12) 

	(1)
	
	(1)

	Noncurrent assets:
	
	
	
	
	
	
	
	
	
	

	Furniture and equipment
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Less accumulated
	
	
	
	
	
	
	
	
	
	

	    depreciation
	(0)
	(1)
	
	(0)
	(1)
	
	(0)
	(1)
	
	(1)

	Total noncurrent assets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Total Assets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	

	Current liabilities:
	
	
	
	
	
	
	
	
	
	

	  Accounts payable and
	
	
	
	
	
	
	
	
	
	

	    accrued liabilities
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Claims payable
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Due to other funds
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Deferred revenue
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	    Total current liabilities
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Long-term liabilities:
	
	
	
	
	
	
	
	
	
	

	  Claims payable
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Total Liabilities
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	

	Net Assets:
	
	
	
	
	
	
	
	
	
	

	Invested in capital assets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Unrestricted
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Total Net Assets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	


(1) The City did not restate its 2001 financial statements in this first year of implementation of GASB 34. Comparative information will be provided in future years.

Approximately [Percentage] [ ($million/thousand) ] of the City’s restricted net assets represent proceeds from [give source] . These proceeds when spent, are restricted for capital assets. The [$ million/thousand] of unrestricted net asset represents resources available to fund the programs of the City next year.

Changes in net assets. The City’s total revenues were [$million/thousand].  A significant portion, [__ percent], of the City’s revenue comes from taxes. (See Figure A-3
.)  [__ percent] comes from [state aid – formula grants], while only [__ percent] relates to charges for services. 

The total cost of all programs and services was [$ million/thousand]; [__ percent] of these costs are [for services]
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Figure A-2. Major Features of the District's Government-wide and Fund Financial Statements

Governmental Activities 

· Property tax rates reduced a fractional percent.  This reduction coupled with the increasing values enabled an increase of tax revenues to [$ million/thousand].
· The City sold capital bonds of [$million/thousand].  These bonds were authorized for use to [insert purpose here if applicable].

	Table A-2


	Changes in  City’s Net Assets

	(In millions/thousands dollars)

	
	
	
	
	
	
	
	Total

	
	Governmental
	
	Business-type
	
	
	
	Percentage

	
	Activities
	
	Activities
	
	Total
	
	Change

	
	2002
	2001
	
	2002
	2001
	
	2002
	2001
	
	2002-2001

	
	
	
	
	
	
	
	
	
	
	

	Program Revenues:
	
	
	
	
	
	
	
	
	
	

	  General government
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Public safety
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Highways and streets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Sanitation
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Economic development
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Culture and recreation
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Interest on long-term debt
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	  Other
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Total Revenues
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)


(1) The City did not restate its 2001 financial statements in this first year of implementation of GASB 34. Comparative information will be provided in future years.

Table A-3 presents the cost of each of the City’s largest functions as well as each function’s net cost (total cost less fees generated by the activities and intergovernmental aid).  The net cost reflects what was funded by state revenues as well as local tax dollars.

· The cost of all governmental activities this year was $____ million.

· However, the amount that our taxpayers paid for these activities through property taxes was only $___million.
· Some of the cost was paid by those who directly benefited from the programs $___  million, or

· By grants and contributions $___ million.
	Table A-3

Net Cost of Selected City Functions

(in millions of dollars)


	
	
	
	
	
	
	
	
	
	

	
	Total Cost of

Services
	
	
	
	Net Cost of

Services
	
	

	
	
	
	% Change
	
	
	 Change
	% Change

	
	2002
	2001
	
	
	
	2002
	2001
	
	

	
	
	
	
	
	
	
	
	
	

	General government
	0
	(1)
	
	0
	
	0
	(1)
	
	(1)

	Public Safety
	0
	(1)
	
	0
	
	0
	(1)
	
	(1)

	Highways and streets
	0
	(1)
	
	0
	
	0
	(1)
	
	(1)

	Sanitation
	0
	(1)
	
	0
	
	0
	(1)
	
	(1)

	Debt Service – Interest & Fiscal Charges
	0
	(1)
	
	0
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	


(1) The City did not restate the 2001 financial statements in this first year of implementation.

Business-type Activities 

Revenues of the City’s business-type activities increased [__ percent to $__], and expenses decreased [__ percent to $__].

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Revenues from governmental fund types totaled [$__ million, an increase of __%] over the preceding year.  The increase in local revenues is a result of  [enter reason].  Additionally significant necessitates increased local revenues to offset resulting increased local expenses.  The increase in state revenues is a result of an [enter reason].  The increase in federal revenues is primarily due to an increase in federal program revenue distributed through other agencies.

General Fund Budgetary Highlights

Over the course of the year, the City revised its budget __ times. Even with these adjustments, actual expenditures were [        ] below final budget amounts.  The most significant positive variance resulted from staffing.  Staffing is budgeted for full employment throughout the full year.  Budget amounts for vacant positions throughout the year are not eligible to budget revisions. 

On the other hand, resources available were [          ]  above the final budgeted amount.  As noted earlier:
· Property tax collections were more than expected.

· Increased average daily attendance caused state funding to exceed beginning budget amounts for the current year.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2002, the City had invested $___ in a broad range of capital assets, including land, equipment, buildings, and vehicles. (See Table A-4.)  This amount represents a net increase (including additions and deductions) of $__ or ___ percent over last year.
	Table A-4



	City’s Capital Assets

	(In millions of dollars)

	
	
	
	
	
	
	
	
	
	
	Total

	
	Governmental
	
	Business-type
	
	
	
	
	Percentage

	
	Activities
	
	Activities
	
	Total
	
	Change

	
	2002
	2001
	
	2002
	2001
	
	2002
	2001
	
	2002-2001

	
	
	
	
	
	
	
	
	
	
	

	Land
	0


	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Buildings and improvements
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Vehicles
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Equipment
	0


	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Other
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Totals at historical cost
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	

	Total accumulated depreciation
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Net capital assets
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	


(1) The City did not restate its 2001 financial statements in this first year of implementation.

The City’s fiscal year 2003 capital budget projects spending [another $___] for capital projects, principally for the purchase of land for the construction of new cities. We will use bond proceeds from the bonds issued this year for this land. The general fund will be used to purchase 24 vehicles.  More detailed information about the City’s capital assets is presented in the notes to the financial statements.

[image: image5.wmf]Long Term Debt

At year-end the City had $___ million in bonds and notes outstanding as shown in Table A-5.  More detailed information about the City’s debt is presented in the notes to the financial statements.

	Table A-5


	City’s Long Term Debt

	(In millions of dollars)

	
	
	
	
	
	
	
	Total

	
	Governmental
	
	Business-type
	
	
	
	Percentage

	
	Activities
	
	Activities
	
	Total
	
	Change

	
	2002
	2001
	
	2002
	2001
	
	2002
	2001
	
	2002-2001

	
	
	
	
	
	
	
	
	
	
	

	Leases payable
	0


	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Bonds payable
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	Claims payable
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)

	
	
	
	
	
	
	
	
	
	
	

	Less deferred amount
	
	
	
	
	
	
	
	
	
	

	  On refundings
	(0)
	(1)
	
	(0)
	(1)
	
	(0)
	(1)
	
	(1)

	    Total bonds & notes payable
	0
	(1)
	
	0
	(1)
	
	0
	(1)
	
	(1)


(1) The City did not restate its 2001 financial statements in this first year of implementation

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

· Appraised value used for the 2003 budget preparation is up $___ million, or ___1% from .  New construction for 2003 is up $___ million to $___ million.
· General operating fund spending increases in the 2002 budget from $_____ to $_____.  This is  a ___% increase.

These indicators were taken into account when adopting the general fund budget for 2003. Amounts available for appropriation in the general fund budget are $____ million, an increase of ____ percent over the final 2002 budget of $____ million.  Property taxes will increase due to the increasing values even with a rate decrease.  The City will use these increases in revenues to finance programs we currently offer.

Expenditures are budgeted to rise nearly __ percent to $____ million.  The largest increments are increased staffing, and salary schedule adjustments. These competitive salary schedule adjustments allowed the City to open the 2003 city year with no vacancies.  The City has added no major new programs or initiatives to the 2003 budget.

If these estimates are realized, the City’s budgetary general fund fund balance is not expected to change appreciably by the close of 2003.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a general overview of the City’s finances and to demonstrate the City’s accountability for the money it receives.  If you have questions about this report or need additional financial information, contact the City’s Business Services Department.
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Figure A-1F, Required Components of the City’s Annual Financial Report








Bond Ratings





The City’s bonds presently carry “AAA” ratings with underlying ratings as follows: Moody’s Investor Services“A3” and Standard & Poors “A”.
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All revenues and expenses 







during year, regardless of 







when cash is received or 







paid







All revenues and 







expenses during year, 







regardless of when cash 







is received or paid







Fund Statements







Required financial 







statements







Figure A-2. Major Features of the District's Government-wide and Fund Financial Statements
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