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Our Mission

The mission of the city government of the City of Florence, Alabama, is to
enhance the quality of life of the citizens of the city by:

continuing to improve the governmental services presently
provided to the citizens,

anticipating the requirements of the citizens in the area of
municipal government,

meeting those requirements in a timely manner and at the
lowest possible cost commensurate with the appropriate quality,

making Florence, in every way, as attractive as possible to
present and to future citizens.
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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of the City Council
City of Florence, Alabama

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Florence, Alabama, as of and for the year ended September 30,
2020, and the related notes to the financial statements, which collectively comprise the City of Florence,
Alabama’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
The financial statements of the City of Florence, Alabama Electricity, Gas, Water and Wastewater, and
Solid Waste Departments, the Florence-Lauderdale Public Library, and the Florence Library Foundation,
Inc. were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

The CPA. Never Underestimate The Value.®
516 East Mobile Street « Florence, Alabama 35630-4747 « Phone (256) 767-0021 * Fax (256) 767-1491
WWW.Wjpg.com
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Florence, Alabama, as of September 30, 2020, and the respective changes in financial position,
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and other required supplementary information
on pages 4 through 27 and 83 through 91 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management'’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Florence, Alabama’s basic financial statements. The introductory section, combining
and individual nonmajor fund financial statements, and other supplementary information are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements, other supplementary information, and
the schedule of expenditures of federal awards are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the Unites States of America. In our opinion, the combining
and individual nonmajor fund financial statements, other supplementary information, and the schedule of
expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 31, 2021,
on our consideration of the City of Florence, Alabama’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City of Florence, Alabama’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City of Florence, Alabama’s internal control over financial reporting and compliance.

The Watkins Johnsey Professional Group, P.C.
Florence, Alabama
March 31, 2021
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City of Florence, Alabama
Management's Discussion and Analysis
September 30, 2020

As management of the City of Florence, Alabama ("City"), we offer readers of the City of Florence,
Alabama's financial statements this narrative overview and analysis of the financial activities of the City of
Florence, Alabama, for the fiscal year ended September 30, 2020. This management discussion and analysis
("MD&A") is designed to provide an objective and easy to read analysis of the City's financial activities based
on currently known facts, decisions, or conditions. It is intended to provide readers with a broad overview of
City finances. It is also intended to provide readers with an analysis of the short-term and long-term activities
of the City based on information presented in the financial report and fiscal policies that have been adopted by
the City. Specifically, this section is designed to assist the reader in focusing on significant financial issues,
provide an overview of the City's financial activity, identify changes in the City's financial position (its ability to
address the next and subsequent year challenges), identify any material deviations from the financial plan (the
approved budget), and identify individual fund issues or concerns.

As with other sections of this financial report, the information contained within this MD&A should be
considered only a part of a greater whole. The readers of this statement should take time to read and evaluate
all sections of this report, including the footnotes and the other Required Supplementary Information ("RSI")
that is provided in addition to this MD&A.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's financial statements.
The City's basic financial statements consist of the following components:

Government-wide financial statements,

Fund financial statements,

Notes to the financial statements, and

Other supplementary information, which is in addition to the basic financial statements themselves.

pONE

Government-Wide Financial Statements

Government-wide financial statements are designed to provide readers a concise "entity-wide"
Statement of Net Position and Statement of Activities, seeking to give the user of the financial statements a
broad overview of the City's financial position and results of operations in a manner similar to a private-sector
business.

The statement of net position presents information on all of the City's assets, deferred outflows of
resources, liabilities, and deferred inflows of resources using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the City is improving
or weakening.

The statement of activities presents information showing how the government's net position changed
during the most recent fiscal year. All changes in net position 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).

The government-wide financial statements further assist the reader in their evaluation by distinguishing
functions of the City into the following activities:

Governmental Activities that are principally supported by taxes and intergovernmental revenues, and

Business-Type Activities that are intended to recover all or a significant portion of their costs through
user fees and charges.
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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 most of the City's basic services as
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on how money
flows into and out of those funds and the balances left at year-end that are available for spending.
These funds are reported using modified accrual accounting, which measures cash and all other
financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the City's general government operations and the basic services it provides.

The year-end information helps determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City's programs. 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 government'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.

Data from the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of the non-major funds is provided in the form of combining statements in
the Supplementary Information section of this report.

Proprietary funds - Proprietary funds are used to report the business-type activities in the government-
wide financial statements. The City uses Proprietary funds to account for its Electricity, Gas, Water
and Wastewater, and Solid Waste departments. Proprietary funds provide the same type of information
as the government-wide financial statements, only in more detail.

Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. The basis of accounting used for fiduciary funds is much like that used for proprietary
funds.
Internal Service funds - Internal Service funds are used by the City for the administration of its self-
insured Employee Group Health Insurance, General Liability Insurance, Workers’ Compensation
Insurance, and Employee Health and Wellness Center.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements.

Supplementary Information
Combining statements of the Non-major Governmental Funds and Internal Service Funds have been

provided within the context of this report. Required Supplementary Information and Other Supplementary
Schedules are also provided.
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Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The City’s assets and deferred outflows of resources exceeded its liabilities and deferred inflows of
resources at the close of the most recent fiscal year by $321,127,930 (net position). Of this amount,
$27,895,528 is unrestricted net position. The City’s net position includes $111,837,564 from Governmental
Activities and $209,290,366 from Business-Type Activities, as reported on the Statement of Net Position.

By far the largest portion of the City’s net position (88.14%) reflect its investment in capital assets (e.
g. land, buildings, machinery and equipment, vehicles, City infrastructure, etc.), net of any related debt used to
acquire those assets that is still outstanding. The City uses these capital assets to provide services to citizens.
Consequently, these assets are not available for future spending. Although the City's investment in its capital
assets is reported net of related debt, it should be noted that 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.

An additional portion of the City’s net position (3.17%) represents resources that are subject to internal
and external restrictions on how they may be used as well as non-spendable assets and funds committed for a
specific use. The remaining balance of unrestricted net position may be used to meet the government's ongoing
obligations to citizens and creditors.

In June 2020, the City experienced a cyber-attack through which the City’'s computer systems became
infected with malicious software that encrypted data files and caused significant business disruption. The
attacker then demanded a ransom be paid in exchange for decryption. The City contracted with an independent
advisory services firm to respond to the incident, assist with the restoration process, and provide ongoing post-
incident prevention services. The City expended approximately $398,000, exclusive of additional internal
personnel costs, to respond and recover from the cyber-attack. To limit exposure to losses related to a
security/data breach and other claims, the City has subsequently purchased network security liability insurance
with a $1 million limit per claim and an annual aggregate limit of $1 million, above a $50,000 deductible per
claim.

At the end of the current fiscal year, the City is able to report positive balances in all three categories
of net position, both for the government as a whole, as well as for its separate governmental and business-type
activities. The same situation held true for the prior fiscal year.

Governmental Activities
The Governmental Activities of the City include General Government, Public Safety, Public Works, and

Culture and Recreation. Sales taxes, property taxes and franchise taxes, as well as business licenses and
Municipal Court fines, fund most of these governmental activities.
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Governmental revenues are those available for the City to use to pay for the governmental activities.
The following table shows the City's governmental revenues, at the fund financial statement level:

Revenues — Governmental Funds

Fiscal Year 2020 Fiscal Year 2019 Change

Taxes
Sales, Use, and Lodging Taxes $ 45,504,557 60.19% $ 40,824,385 61.02% 11.46%
Property Taxes and Equivalents 13,483,884 17.84% 12,581,115 18.81% 7.18%
Motor Fuel 1,235,975 1.63% 1,173,380 1.75% 5.33%
Alcoholic Beverages 1,145,691 1.52% 1,125,849 1.68% 1.76%
Other 971,943 1.29% 652,155 0.97% 49.04%
Licenses and Permits 3,701,774 4.90% 3,699,075 5.53% 0.07%
Court Fines and Forfeitures 1,058,565 1.40% 1,367,222 2.04%  -22.58%
Charges for Services 1,521,956 2.01% 1,628,383 2.43% -6.54%
Intergovernmental 6,221,219 8.23% 2,963,695 4.43% 109.91%
Interest Revenues 239,405 0.32% 284,327 0.42%  -15.80%
Other 514,742 0.68% 602,161 0.90%  -14.52%
Total $ 75,599,711 100.00% $ 66,901,747  100.00% 13.00%

Sales and Use taxes are the largest revenue source for the City comprising 60.19% of total
governmental revenues. Sales, Use, and Lodging Tax revenues increased from fiscal year September 30,
2019 to September 30, 2020 by $4,680,172 or 11.46%. Property taxes are the second largest revenue source
for the City comprising 17.84% of governmental revenues. For the year ended September 30, 2020, taxes of
real property inside the City limits produced revenues of $6,240,099 while personal property taxes for the period
were $644,871. Payments in lieu of property taxes paid by the Florence Utilities, the Florence Housing
Authority, and the Tennessee Valley Authority produced $6,598,914.

The following shows the City’s expenditures, at the fund financial statement level, related to those
functions typically associated with governments. In the following table, General Government includes the
following departments: City Council, Mayor, Urban Forestry, Purchasing, Legal, Planning, Building,
Engineering, and other General Administration departments. Public Safety encompasses the Police, Fire,
Municipal Court, Jail, and Animal Control departments. Public Works is made up of the Street and Cemetery
departments, Municipal Lighting, and the City’s parking deck facility. Culture and Recreation contains the City's
parks, community recreation centers, and museums.

Expenditures — Governmental Funds

Fiscal Year 2020 Fiscal Year 2019 Change
Current Operating
General Administration $ 6,765,020 9.64% $ 6,262,381 9.44% 8.03%
Public Safety 22,243,618 31.70% 20,796,603 31.36% 6.96%
Public Works 6,038,157 8.61% 5,594,192 8.44% 7.94%
Culture and Recreation 7,448,750 10.62% 7,705,180 11.62% -3.33%
Other 2,077,324 2.96% 1,961,980 2.96% 5.88%
Education 13,505,294 19.25% 12,795,334 19.29% 5.55%
Capital Outlay and Improvements 6,241,465 8.90% 6,546,933 9.87% -4.67%
Debt Service
Principal Payments 4,818,301 6.87% 3,391,970 5.11% 42.05%
Interest and Fiscal Charges 1,025,489 1.46% 1,263,268 1.90% -18.82%
Total $ 70,163,418  100.00% $ 66,317,841  100.00% 5.80%
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Analysis of the Governmental Funds

As of the end of the 2020 fiscal year, the City's governmental funds reported a combined ending fund
balance of $27,243,140. In the City’'s General Fund, the ending fund balance is $20,268,600.

The General Fund’s fund balance is 29.02% of the fiscal year’s final revenue budget. This balance is
set aside for unforeseen future emergencies such as natural disasters, decrease in economic conditions,
emergency capital outlay requirements and other similar conditions. In fiscal year 2003, the City Council
adopted legislation establishing a minimum fund balance for the General Fund at 15.00% of the total General
Fund’s budgeted revenue. The current fund balance exceeds this required minimum by $9,791,225 or 93.45%.

For fiscal year 2020, the General Fund’'s Net Position increased by $5,550,099 for the current fiscal
year. Other Governmental Fund’s Net Position increased by $619,448 for a combined increase of $6,169,547.

Changes in Fund Balance — Governmental Funds

Governmental Funds

Other
Governmental
General Funds Total
Net Position-Beginning $ 14,718,501 $ 6,355,092 $ 21,073,593
Net Position-Ending 20,268,600 6,974,540 27,243,140
Net Change in Net Position $ 5,550,099 $ 619,448 $ 6,169,547
Net Position — Governmental Activities
Governmental Activities
Net Position
Variance
FY 2020 FY 2019 Dollars Percent
Current Assets $ 46,064637 $ 37,437,037 $ 8,627,600 23.05%
Restricted Assets 100,100 150,100 (50,000) -33.31%
Capital Assets, Net 117,680,669 118,027,815 (347,146) -0.29%
Total Assets $ 163,845406 $ 155,614,952 $ 8,230,454 5.29%

Deferred Outflows of Resources 3$ 9,375,493  $ 4733668 $ 4,641,825 98.06%

Current Liabilities $ 13832998 $§ 12,581,936 $ 1,251,062 9.94%
Long-term Liabilities 45,477,967 43,092,641 2,385,326 5.54%
Total Liabilities $ 59310965 $ 55674577 $ 3,636,388 6.53%

Deferred Inflows of Resources $ 2,072,370 3% 1,839,867 $ 232,503 12.64%

Net Investment in

Capital Assets $ 94231669 $ 90972896 $ 3,258,773 3.58%
Restricted 3,737,374 2,780,016 957,358 34.44%
Unrestricted 13,868,521 9,081,264 4,787,257 52.72%

Total Net Position $ 111837564 $ 102,834,176 $ 9,003,388 8.76%
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Changes in Net Position — Governmental Activities

General Revenues
Taxes
Sales, Use, and Lodging
Property
Motor Fuel
Alcoholic Beverages
Other
Interest Revenues
Gain on Disposal of Assets
Total General Revenues

Program Revenues
Charges for Services
Operating Grants and Contributions
Capital Grants and Contributions
Total Program Revenues

Total Revenues

Governmental Expenses
General Administration
Public Safety
Public Works
Public Ways and Facilities
Culture and Recreation
Other
Education—-Funding for School District
Interest and Fiscal Charges
Total Expenses

Change in Net Position
Total Net Position - Beginning

Total Net Position - Ending

Governmental Activities
Changes in Net Position

Variance

FY 2020 FY 2019 Dollars Percent

$ 45,504,557 $ 40,824,385 4,680,172 11.46%
13,483,884 12,581,115 902,769 7.18%
1,235,975 1,173,380 62,595 5.33%
1,145,691 1,125,849 19,842 1.76%
971,943 652,155 319,788 49.04%
271,451 347,631 (76,180) -21.91%
44,258 80,973 (36,715) -45.34%

$ 62,657,759 $ 56,785,488 5,872,271 10.34%
$ 7,969,873 $ 8,573,920 (604,047) -7.05%
3,104,879 775,532 2,329,347 300.35%
588,776 774,128 (185,352) -23.94%

$ 11,663,528 $ 10,123,580 1,539,948 15.21%
$ 74,321,287 $ 66,909,068 7,412,219 11.08%
$ 7,339,084 $ 6,743,369 595,715 8.83%
23,434,192 21,263,417 2,170,775 10.21%
6,368,261 5,944,498 423,763 7.13%
1,756,157 1,702,827 53,330 3.13%
9,467,863 9,522,324 (54,461) -0.57%
2,520,607 1,961,980 558,627 28.47%
13,505,294 12,795,334 709,960 5.55%
926,441 1,148,715 (222,274) -19.35%

$ 65,317,899 $ 61,082,464 4,235,435 6.93%
$ 9,003,388 $ 5,826,604 3,176,784 54.52%
102,834,176 97,007,572 5,826,604 6.01%
$ 111,837,564 $ 102,834,176 9,003,388 8.76%
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Business-Type Activities

The Business-Type Activities of the City are those that the City charges a fee to customers to help it
cover all or most of the cost of certain services it provides. The City’s Electricity, Gas, Water and Wastewater,

and Solid Waste departments are reported here.

Financial Highlights — Electricity, Gas, and Water Departments (Florence Utilities)

The individual enterprise funds experienced the following changes in net position: Electricity
increased $3.1 million or 3.9%; Gas increased $0.5 million or 1.2%; Water and Wastewater
increased $2.8 million or 3.2%.

The individual enterprise funds experienced the following changes in net utility plant: Electricity
increased $1.8 million or 2.1%; Gas decreased $0.5 million or 1.6%; Water and Wastewater
decreased $1.8 million or 1.6%.

The individual enterprise funds experienced the following changes in operating revenues:
Electricity decreased $4.9 million or 3.9%; Gas decreased $2.3 million or 14.5%; Water and
Wastewater increased $79,000 or 0.4%.

The individual enterprise funds experienced the following changes in operating expenses:
Electricity decreased $4.2 million or 3.4%; Gas decreased $1.4 million or 9.8%; Water and
Wastewater increased $0.5 million or 3.3%.

The individual enterprise funds experienced the following changes in nonoperating revenues:
Electricity decreased about $105,900 or 29.1%; Gas decreased about $92,700 or 37.6%;
Water and Wastewater decreased about $71,500 or 26.9%.

The individual enterprise funds experienced the following changes in nonoperating expenses:
Electricity decreased $23,900 or 9.7%; Gas remained at zero; Water and Wastewater
decreased $127,900 or 9.0%.
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Electricity Department

The Electricity Department’s net position increased from last year by $3,090,400 or about 3.9%. The
summaries below focus on the Electricity Department’s net position and changes in net position during the
years presented.

Electricity Department
Statements of Net Position

Increase / (Decrease)

FY 2020 FY 2019 Dollars Percent

Current Assets $ 35,691,914 $ 35,249,860 $ 442,054 1.25%
Capital Assets, Net 89,612,068 87,769,917 1,842,151 2.10%
Other Noncurrent Assets 2,145,682 2,795,882 (650,200) -23.26%

Total Assets $ 127,449,664 $ 125,815,659 $ 1,634,005 1.30%
Deferred Outflows of Resources $ 4,707,069 $ 2,378,870 $ 2,328,199 97.87%
Current Liabilities $ 26,436,922 $ 27,162,785 $ (725,863) -2.67%
Noncurrent Liabilities 21,785,553 20,239,470 1,546,083 