
AMENDED 

 

NOTICE OF PUBLIC MEETING 

 

Pursuant to Wisconsin Statutes Section 19.84, notice is hereby given to the public that a regular meeting  

of the FINANCE/PERSONNEL COMMITTEE will be held JULY 10, 2012 AT 7:30 P.M. in the CITY 

HALL COUNCIL CHAMBERS, SECOND FLOOR OF DE PERE CITY HALL, 335 SOUTH 

BROADWAY STREET, DE PERE, WISCONSIN. 

 

This meeting is rebroadcast on Time Warner Cable Channel 4 and Channel 99 U-verse throughout  

the week.   

 

* Denotes additional item 

 

AGENDA FOR SAID MEETING 
 

1. Roll call. 

 

2. Approval of the minutes of the June 12, 2012 regular meeting of the Finance/Personnel Committee. 

 

3. Overtime report of the Fire Department for the month of June 2012.   

 

4. Overtime report of the Police Department for the month of June 2012.   

 

5. Overtime report of the Engineering Department for the month of June 2012.  

 

6. Consider request of Fire Chief for permanent work day schedule change. 

 

7. Consider applying for Federal Government Fire Act Grant.  

8. Consider request of Fire Chief to fill full-time Firefighter Position vacancy. 

9. 2013 Budget discussion. 

 

10. Presentation of Preliminary Draft of 2011 Audit Management Letter. 

 

11. Public comment and announcements. 

 

12. Future agenda items. 

 

13. Adjournment.  

Lawrence Delo 

City Administrator 

 

Notice is hereby given that a majority of the members of the Common Council of the City of De Pere may 

attend this meeting to gather information about a subject(s) over which they have decision-making 

responsibility. 

 

 



Any person wishing to attend who, because of disability, requires special accommodation should contact 

the City Administrator’s Office at 339-4044 by 4:30 p.m., July 9, 2012 so that arrangements can be made. 

 

Agenda Sent To:     

Alderpersons   Mayor      City Administrator  

Department Heads  Brown County Library, De Pere Branch  De Pere Journal  

Green Bay Press-Gazette De Pere Chamber of Commerce   TV & Radio 
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To the City Council 
City of De Pere 
De Pere, Wisconsin 

We have completed our audit of the basic financial statements of the City of De Pere, Wisconsin (the City") for 
the year ended December 31, 2011. The City’s financial statements, including our report thereon dated June 7, 
2012, are presented in a separate audit report document. Professional standards require that we provide you with 
the following information related to our audit. 

Our Responsibilities Under U.S. Generally Accepted Auditing Standards 

As stated in our engagement letter, our responsibility, as described by professional standards, is to plan and 
perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are free of 
material misstatement and are fairly presented in accordance with accounting principles generally accepted in the 
United States of America. Because an audit is designed to provide reasonable, but not absolute, assurance and 
because we did not perform a detailed examination of all transactions, there is a risk that material errors, fraud, 
noncompliance with the provisions of laws, regulations, contracts and grants or other illegal acts may exist and 
not be detected by us. 

In planning and performing our audit, we considered the City’s internal control over financial reporting in order to 
determine our auditing procedures for the purpose of expressing our opinions on the financial statements and not 
to provide assurance on the internal control over financial reporting. 

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grants, noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of 
our audit. While our audit provides a reasonable basis for our opinion, it does not provide a legal determination 
on the City’s compliance with those requirements. 

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to you in our 
correspondence about planning matters. 

Sianificant Audit Findinas 

Consideration of Internal Control 

In planning and performing our audit of the financial statements of the City as of and for the year ended 
December 31, 2011, in accordance with auditing standards generally accepted in the United States of America, 
we considered the City’s internal control over financial reporting (internal control) as a basis for designing our 
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auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose 
of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the City’s internal control. Our report on internal control over financial reporting 
and on compliance and other matters is presented on pages 56 - 57 of the annual report. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph and would 
not necessarily identify all deficiencies in internal control that might be significant deficiencies or material 
weaknesses. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the financial statements will not 
be prevented or detected and corrected on a timely basis. A significant deficiency is a control deficiency, or a 
combination of control deficiencies, that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. We consider the following deficiencies to be significant deficiencies 
in internal control: 

Finding 2011-01 	Year End Closing and Financial Reporting 
Finding 2011-02 	Assistance with Capital Asset Records 

These findings are described in detail in the schedule of findings and responses on pages 58 - 59 of the annual 
financial report. 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the 
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and 
their application. The significant accounting policies used by the City are described in Note A to the financial 
statements. The City implemented GASB Statement No. 54 Fund Balance Reporting and Governmental Fund 
Type Definitions for the year ended December 31, 2011. We noted no significant transactions entered into by the 
City during the year for which there is a lack of authoritative guidance or consensus. There are no significant 
transactions that have been recognized in the financial statements in a different period than when the transaction 
occurred. 

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected. The 
most sensitive estimate included in the financial statements was: 

Management’s estimate of the depreciable life of the capital assets is based upon analysis of the 
expected useful life of the capital assets. We evaluated the key factors and assumptions and the 
consistency in these factors and assumptions used to develop the depreciable life in determining 
that it is reasonable in relation to the financial statements taken as a whole. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are trivial, and communicate them to the appropriate level of management. The financial 
statements reflect all accounting adjustments proposed during our audit. Copies of the audit adjustments are 
available from management. 

2 

DRAFT



Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to 
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during 
the course of our audit. 

Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated June 7, 2012. The management representation letter follows this communication. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application of an 
accounting principle to the City’s financial statements or a determination of the type of auditor’s opinion that may 
be expressed on those statements, our professional standards require the consulting accountant to check with us 
to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations 
with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to conducting the audit. These discussions occurred in the normal 
course of our professional relationship and our responses were not a condition to completing the services as your 
auditor. 

In addition, during our audit, we noted certain other matters that are presented for your consideration. We will 
review the status of these comments during our next audit engagement. Our comments and recommendations 
are intended to improve the internal control or result in other operating efficiencies. We will be pleased to discuss 
these matters in further detail at your convenience, perform any additional study of these matters, or assist you in 
implementing the recommendations. Our comments are summarized in the comments and recommendations 
section of this report. 

This communication, which does not affect our report dated June 7, 2012 on the financial statements of the City, 
is intended solely for the information and use of the City Board, management, and others within the City, and is 
not intended to be and should not be used by anyone other than these specified parties. 

Sincerely, 

Certified Public Accountants 
Green Bay, Wisconsin 
June 7, 2012 
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SUMMARY FINANCIAL INFORMATION 

GENERAL CITY 

1. Governmental Fund Balances 

Presented below is a summary of the City’s governmental fund balances on December 31, 2011. This 
information is provided for assessing financial results for 2011 and for indicating financial resources available 
at the start of the 2012 budget year. 

I 	12/31/11  I 	12/31/10 	I 
General Fund 

Nonspendable for 
Inventories and prepaid items $ 	264,737 $ 	225,395 
Special assessments held by County 153,731 862,761 

Restricted for 
Recreation scholarship 10,249 - 

Committed for 
Subsequent years’ expenditures 224,035 81,911 

Unassigned 4,726,093 3,235,934 
Total General Fund Balance 5,378,845 4,406,001 

Debt Service Fund 
Restricted for debt service 489,999 1,349,878 

Special Revenue Funds 
Restricted for 

Loans 793,638 648,129 
Park land acquisition 141,528 59,943 

Committed for 
Subsequent years’ expenditures 

Cable Access 262,943 255,403 
Dog Park 8,874 3,780 
Riverwalk Pier 338,608 33,702 

Total Special Revenue Funds 1,545,591 1,000,957 

Capital Projects Funds 
Restricted for 

TID No.5 209,171 37,873 
TID No.6 1,617,490 1,646,079 
TID No.7 1,184,345 1,194,621 
TID No.8 611,250 457,983 

Committed for 
Subsequent years’ expenditures 

Public Improvements 1,174,011 458,422 
Capital Equipment 545,019 235,633 
Community Center 3,191 679 
Police/Fire Expansion 2,932 2,932 

Total Capital Projects Funds 5,347,409 4,034,222 

Total Governmental Fund Balances $ 12,761,844 $ 10,791,058 

Comments on specific accounts and funds included in the above governmental funds are presented below 
and in the Tax Incremental Districts (TID) section of this management letter. 

N. 
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1. Governmental Fund Balances (Continued) 

General Fund 
The City’s general fund increased $972,844 primarily from disbursement of expenditures less than budget, 
along with interest and penalties from delinquent special assessments. Overall, the City’s general fund 
balance continues to remain in stable financial condition entering the 2012 budget year. Additional 
information on various components of the City’s general fund balance follows: 

General Fund Minimum Fund Balance Policy 
The City Council adopted a minimum unassigned general fund balance policy of 20% of the subsequent year 
General Fund budgeted expenditures. The purpose of the minimum fund balance amount is to ensure there 
are available cash funds for operating purposes and to segregate that portion of the general fund that is not 
available for current transfer or appropriation. On December 31, 2011, the City’s unassigned general fund 
balance totaled $4,726,093 and was higher than 20% of the 2012 budgeted expenditures which totaled 
$3,116,328. 

Debt Service Fund 
At December 31, 2011, the City has available resources of $489,999 in its debt service fund of which the 
entire balance is restricted to retire debt. 

2. Employees Medical Self-Insurance Funds 

The City utilizes two separate self-insurance internal service funds to account for health and dental claims of 
City employees. The funds are financed from monthly insurance premiums charged to City employees. 
During 2011 and in prior years the monthly health insurance premiums were generally financed at 85% by the 
City with City employees contributing the remaining 15%. 

Presented below is a summary of each fund’s financial transactions for 2011 including comparative totals of 
the health and dental funds for 2010. 

Health Self-Insurance Dental Self-Insurance 
2011 	I 	2010 2011 	I 	2010 

Revenues 
Charges for employees medical 

and dental insurance premiums 
	

$ 3,181,162 $ 2,629,563 $ 	139,728 $ 	119,044 

Expenses 
Employees health and dental claims 	2,792,998 	1,954,568 	125,024 	121,172 
Administrative fees 	 460,610 	425,103 	9,361 	8,666 
Total Expenses 	 3,253,608 	2,379,671 	134,385 	129,838 

Operating Income (Loss) 

Nonoperating Revenues 
Reimbursement from ERP program 
Interest revenue 
Total Nonoperating Revenues 

Change in Net Assets 

Net Assets - January 1 

Net Assets - December 31 

(72,446) 	249,892 	5,343 	(10,794) 

104,066 	 - 
183 	 279 

104,249 	 279 	 - 	 - 

31,803 	250,171 	5,343 	(10,794) 

501,482 	251,311 	20,639 	31,433 

$ 	533,285 $ 	501,482 	$ 	25,982 $ 	20,639 

Specific comments applicable to the above self-insurance funds follow: 

The "key’ component of an internal service fund is operating income since operating revenues should 
approximate operating expenses on an annual basis. For 2011, the health fund showed operating loss of 
$72,446 compared to an operating income of $249,892 in 2010. The increase in operating income was due 
primarily to an increase of premium collections in 2011. The dental insurance fund showed a change in net 
assets of $5,343 in 2011 compared to an operating loss of $10,794 in 2010. 
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TAX INCREMENTAL DISTRICTS 

The City maintains separate accounting funds for each Tax Incremental Districts (TID) created in accordance with 
Section 66.1105 of the Wisconsin Statutes. At the time the Districts were created, the property tax base within 
each District was "frozen" and increment taxes resulting from increases to the property tax base are used to 
finance District improvements, including principal and interest on long-term debt issued by the City to finance 
such improvements. 

The status of each of the City’s four tax incremental districts on December 31, 2011, follows: 

TO No. 5 and TID No. 6 - TO No. 5 (West Side Downtown) was created on August 26, 1996 and TID No. 6 
(West Side Industrial Park) was created on March 18, 1998. Both Districts are still eligible to incur project costs. 
Accordingly, the Districts are accounted for in capital projects funds. Unless terminated by the City prior thereto, 
TO No. 5 and TO No. 6 will statutorily terminate in the years 2018 and 2020, respectively. 

TID No. 7 and TO No. 8 - TO No. 7 (East Downtown Business District) and TID No. 8 (West Side Commercial 
Development) were created on January 1, 2007. Additional project costs of $52,535 and $700 were incurred in 
2011, respectively. Both Districts are still eligible to incur project costs. Accordingly, the Districts are accounted for 
in capital projects funds. Both TO No. 7 and TO No. 8 will statutorily terminate in 2029. 

Statutory Audits 
The Wisconsin Statutes requires audits of each TID to be conducted no later than: 

1) Twelve months after 30% of the project expenditures are made. 
2) Twelve months after the end of the expenditure period allowed for the TID to incur project costs. 
3) Twelve months after termination of the TID. 

The above Statute also indicates the required TID audits can be accomplished as part of the City’s annual audit. 
As requested by the City, we have included the required TO audits within the scope of our annual audit of the 
City’s basic financial statements. 

Financial information and other comments pertaining to the City’s four active TID’s are presented on the following 
pages. 
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1. Available Fund Balances and Future Debt Service Requirements 

The City’s TID’s had available fund balances on December 31, 2011 as follows: 

Fund 
Balances 

Capital Projects Funds 
TID No. 5 
TID No. 6 
TID No. 7 
TID No. 8 

$ 	209,170 
1,617,489 
1,184,345 

611,250 

TO No. 5 and No. 6 
The City’s TO No. 5 and 6 currently have outstanding debt on December 31, 2011 of $3,849,452 and 
$5,705,152, respectively, as shown below: 

Due 
TO No. 5 TO No. 6 

Principal 	I 	Interest 	I 	Total Principal 	I 	Interest --F -Total 
2012 $ 	467,375 	$ 122,213 $ 	589,588 	$ 444,836 $ 	217,165 	$ 662,001 
2013 491,182 109,398 600,580 528,380 201,530 729,910 
2014 500,688 95,428 596,116 472,069 182,822 654,891 
2015 523,209 79,713 602,922 485,960 165,520 651,480 
2016 541,315 62,732 604,047 477,014 148,416 625,430 

2017 - 2021 1,325,683 88,051 1,413,734 2,047,407 471,169 2,518,576 
2022-2026 - - - 1,249,486 134,211 1,383,697 

$ 	3,849,452 	$ 557,535 $ 	4,406,987 	$ 5,705,152 $ 	1,520,833 	$ 7,225,985 

In addition to the above outstanding debt, the City has advanced $4,744,495 to TID No. 5 to finance debt 
service and other costs. 

The Districts incurred project plan expenditures of $186,037 and $706,842 for TO No. 5 and TID No. 6, 
respectively, during 2011. TID No. 5 and No. 6 are expected to generate tax increments of $944,139 and 
$1,452,246 respectively, in 2012. 

TO No. 7 
The District incurred expenditures of $183,008 in 2011. 

TID No. 7 currently has outstanding debt of $2,457,113 on December 31, 2011. The debt is due in annual 
installments as shown below: 

Due 
TID No. 7 

Principal 	I 	Interest 	I 	Total 
2012 $ 	87,869 	$ 129,367 	$ 217,236 
2013 92,869 125,933 218,802 
2014 98,519 122,491 221,010 
2015 109,497 118,417 227,914 
2016 120,475 113,134 233,609 

2017-2021 697,884 465,812 1,163,696 
2022-2026 995,000 248,360 1,243,360 

2027 255,000 14,280 269,280 
$ 	2,457,113 	$ 1,337,794 	$ 3,794,907 
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1. Available Fund Balances and Future Debt Service Requirements (Continued) 

TO No. 8 
The District incurred expenditures of $19,606 in 2011. 

TO No. 8 currently has outstanding debt of $449,687 on December 31, 2011. The debt is due in annual 
installments as shown below: 

Due 
TO No. 8 

Principal 	I 	Interest 	I 	Total 
2012 	$ 19,457 	$ 18,826 	$ 38,283 
2013 19,457 18,475 37,932 
2014 30,155 18,111 48,266 
2015 31,046 17,291 48,337 
2016 31,938 16,343 48,281 

2017-2021 151,821 63,834 215,655 
2022-2026 112,325 34,113 146,438 
2027 - 2028 53,488 4,564 58,052 

$ 449,687 	$ 191,557 	$ 641,244 

2. Unreimbursed TO Costs Due City 

The City maintains memo accounts on its general ledger to record TO project costs, including debt service, 
that were financed by the City and that are recoverable by the City from TO revenues. Use of the memo 
accounts will enable the City to document in future years that the City is entitled to excess tax increments 
prior to their distribution to the various taxing jurisdictions applicable to the City. A summary of these 
accounts for 2011 for amounts recoverable by the City from the TID’s on December 31, 2011 follows: 

L TO No. 5 I TO No. 6 I TO No. 7 I TO No. 8 I 
Due from (to)TID December 31, 2011 	$ 4,744,495 $ (3,131,705) $ 	494,795 $ 	70,122 
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WATER UTILITY 

In accordance with generally accepted accounting principles, the Water Utility’s financial transactions are 
recorded in an enterprise fund on the City’s financial statements. Enterprise fund accounting is used to account 
for operations that are financed and operated in a manner similar to private business enterprises - where the 
intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to 
the general public on a continuing basis be financed or recovered primarily through user charges. 

Financial analyses and comments pertaining to the operations of the Water Utility follow: 

Income Account 

The Water Utility reported an increase in net assets of $1,256,284 for the year ended December 31, 2011 
compared to an increase of $870 for the year ended December 31, 2010. 

I 	2011 	I 	2010 	I 
Operating Revenues 

Metered sales 
Fire protection 
Other 
Total Operating Revenues 

Operating Expenses 
Operation and maintenance 
Depreciation 
Taxes 
Total Operating Expenses 

Operating Income 

Nonoperating Revenues (Expenses) 
Interest revenue 
Interest and fiscal charges 
Total Nonoperating Revenues (Expenses) 

Income before Contributions and Transfers 

Capital contributions 
Transfers out 

Change in Net Assets 

$ 4,430,294 $ 3,882,932 

	

1,280,127 	1,253,838 

	

797,014 	292,839 

	

6,507,435 	5,429,609 

4,561,331 4,471,691 
366,707 402,678 
42,735 39,988 

4,970,773 4,914,357 

	

1,536,662 	515,252 

	

10,454 	14,347 

	

(129,773) 	(139,222) 

	

(119,319) 	(124,875) 

	

1,417,343 	390,377 

	

261,955 	 - 

	

(423,014) 	(389,507) 

	

$ 1,256,284 	$ 	870 

In 2010 the rate of return calculated in accordance with PSC guidelines amounted to 1.58%. As a result, the City 
filed an application to increase water rates. New rates were established in 2011 with a rate of return of 6.5%. In 
2011, the City’s rate of return calculated to 9.01 %. Although the Water Utility was able to generate a significant 
rate of return, it has not been able to accumulate sufficient available cash for capital additions and replacement 
projects. At year end, the cash balance was $33,604. 
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WASTEWATER UTILITY 

In accordance with generally accepted accounting principles, the Wastewater Utility’s financial transactions are 
recorded in an enterprise fund on the City’s financial statements. Enterprise fund accounting is used to account 
for operations that are financed and operated in a manner similar to private business enterprises - where the 
intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to 
the general public on a continuing basis be financed or recovered primarily through user charges. 

Financial analyses and comments pertaining to the operations of the Wastewater Utility follow: 

Income Account 

The Wastewater Utility reported a decrease in net assets of $75,567 for the year ended December 31, 2011 
compared to a decrease of $370,926 for the year ended December 31, 2010. 

2011 	I 2010 

$ 	2,888,511 	$ 
3,235,276 

2,436,977 
3,337,759 

6,123,787 5,774,736 

5,845,086 
474,676 

5,639,583 
457,151 

6,319,762 6,096,734 

(195,975) 

- 

(321,998) 

55,000 

(195,975) (266,998) 

390,205 	164,796 

(269,797) 	(268,724) 

$ 	(75,567) $ 	(370,926) 

Operating Revenues 
Measured sales 
Other 
Total Operating Revenues 

Operating Expenses 
Operation and maintenance 
Depreciation 
Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues 
Gain on sale of capital assets 

Loss before Contributions and Transfers 

Capital contributions 

Transfers out 

Change in Net Assets 

As of December 31, 2011 the Wastewater Utility owed the general fund $857,479 for operating purposes, which 
was an increase of $308,599 in 2010. For the past three years, rates for services have not been sufficient to 
finance operating expenses and other uses. The City has increased rates each year with the last rate increase 
implemented in 2012. 
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STORMWATER UTILITY 

In accordance with generally accepted accounting principles, the Stormwater Utility’s financial transactions have 
been reclassified from a special revenue fund to an enterprise fund on the City’s financial statements. Enterprise 
fund accounting is used to account for operations that are financed and operated in a manner similar to private 
business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) 
of providing goods or services to the general public on a continuing basis be financed or recovered primarily 
through user charges. 

Financial analyses and comments pertaining to the operations of the Stormwater Utility follow: 

Income Account 

The Stormwater Utility reported an increase in net assets of $14,437 for the year ended December 31, 2011 
compared to an decrease of $51,370 for the year ended December 31, 2010. 

I 	2011 	I 	2010 	I 
Operating Revenues 

Charges for services 

Operating Expenses 
Operation and maintenance 
Depreciation 
Total Operating Expenses 

Operating Loss before Contributions 

Capital contributions 

Change in Net Assets 

$ 	917,062 $ 	898,183 

	

710,464 	679,367 

	

301,161 	292,888 

	

1,011,625 	972,255 

(94,563) 	(74,072) 

	

109,000 	22,702 

$ 	14,437 $ 	(51,370) 

Although the Stormwater Utility has incurred operating losses, the Utility has generally been able to maintain 
positive cash flows. At year end, available cash totaled $548,255. 
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STATUS OF PRIOR YEAR COMMENTS AND RECOMMENDATIONS 

The following comments and observations have been discussed in prior year management letters. Although 
progress has been made, the recommendations have not yet been fully implemented. Presented below is a 
summary of prior year comments along with any current status. 

1. Capital Assets Records 

Under current governmental accounting principles, the City records capital assets purchased for use by the 
City as expenditures in their governmental funds. The purchases are recorded in outlay accounts and are 
commingled with other City operating expenses. At year end, the City reviews their outlay accounts to 
determine additions and disposals to its capital assets and record the activity, as well as the annual 
depreciation expense on each asset. At December 31, 2011, the City’s capital assets for governmental 
activities totaled approximately $100 million. Currently, the City information regarding capital assets consist 
of spreadsheet listings of the individual assets and accumulated depreciation, which in part, are maintained 
by the City’s auditor. The annual addition, removal and depreciation information is used to prepare the City’s 
government-wide financial information. In our opinion, the use of spreadsheets to accumulate the financial 
information of capital assets is more time-consuming and susceptible to error than automated records. In 
addition, maintaining prior year information is more difficult since normally only the current year detail balance 
is carried over to the subsequent year. 

Accordingly, we recommend the City review the feasibility of installing capital asset software to account for 
City-owned capital assets. We are informed that the City is evaluating the potential use of an existing module 
of current software for their capital assets. 

2. Status of Internal Service Fund for City Garage and Equipment 

In order to accumulate funds for the replacement of public works equipment, many governments have 
established internal service funds to charge out equipment use to various maintenance and other activities or 
services provided by the government. The establishment of such a fund eventually has the effect of reducing 
or eliminating the need for financing equipment replacement through long-term debt proceeds. Instead, 
budgets for maintenance activities are increased for an equipment charge that includes a depreciation or 
replacement component. This replacement component is recorded as revenue of the internal service fund 
and is available to replace equipment when its useful life is depleted. 

In the 2008 budget, the City created a Capital Equipment fund and started including annual tax levy amounts 
to build up a balance. Current plans at that time were to increase the annual tax levy to this fund until it 
reaches a self-sustaining amount. The 2011 and 2012 budget contained appropriations of $300,000 and 
$400,000 respectively. Although the City appropriated tax levy for equipment purchases in the Capital 
Equipment fund the current practice is to transfer the funds back to the general fund where the expenditures 
are accounted for. 

While the fund is currently not functioning as an internal service fund, the City has accomplished the goal of 
reducing the need for issuing debt for equipment purchases. Accordingly we recommend that the City begin 
budgeting and tracking expenses for Capital Equipment in the Capital Equipment fund, with the goal of further 
reducing the need for issuing debt for capital purchases. 
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3. Evaluating Any Potential Liability for Post-employment Benefits 

Post-employment benefits are defined as an obligation to provide benefits or compensation for employee 
services that are earned or accumulated during their employment with the actual payment for the benefits 
occurring after employment. The City currently provides other post-employment benefits (OPEB) in the form 
of health insurance benefits to eligible retired employees after their employment, which consists of a potential 
implicit rate subsidy that is provided to retirees by permitting them to continue participating in the healthcare 
plan. 

Based on generally accepted accounting principles for governments, the City was required to calculate a 
liability for post-employment benefits beginning for the year ended December 31, 2007; however, after 
consultation with its third party insurers, the City determined that any implicit rate subsidy would be immaterial 
to its financial statements. We concurred with the City’s assessment based on the loss ratios at that time. 
The City has informally monitored the potential liability over the past three years and has also experienced 
fluctuating loss ratios for its retiree population. At the present time no OPEB liability has been recorded on 
the financial statements. 

Information was obtained from the City’s third party insurers. In 2011 retirees funded $308,280 of their own 
premium while costs related to health care for the retirees were $619,431 as shown below: 

Retirees 1  Retirees I 	over 65 Total 
Total Funding 
	

$ 	176,878 $ 	131,402 $ 	308,280 
Total Costs 
	

369,099 	250,332 	619,431 
Funding Less Costs 
	

-7� ( 192,221) $ 	(118,930) $ 	(311,151) 

The calculation above indicates that in 2011 the City and current employees have subsidized the insurance 
rate for the retirees on the City’s health insurance plan. Based upon the above calculation we recommend 
that the City have an actuarial study completed for the year ended December 31, 2012 to substantiate the 
implicit rate for the retirees is immaterial to the City’s Government Wide Financial Statements. The net cost 
deficit for all individuals on the City’s health insurance plan was $51,861 in 2011. Additionally, we 
recommend the City Council review the present structure, and decide if any revisions should be pursued. 
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CURRENT YEAR COMMENTS AND RECOMMENDATIONS 

1. Journal Entries for Allocation of Proiect Expenditures 

The City incurs expenditures for various infrastructure projects each year. The infrastructure projects are 
sometimes funded with long-term debt proceeds and often include street construction and reconstruction, 
water main installation, sanitary sewer installation and storm sewer installation costs. Also, some of the 
projects or part of the projects may be eligible project expenditures in one of City’s tax incremental districts. 
For many of the projects, the City also allocates a portion of the engineering department’s cost to arrive at a 
total project cost for accounting purposes. 

Present procedures are for the City Finance Director to generally record lump-sum progress payments to one 
account on the City records. At a subsequent date, the projects are allocated, as appropriate, to the streets, 
water utility, sanitary sewer utility, storm sewer utility and/or tax incremental district, if applicable. During our 
audit, we noted that journal entries for the allocation of these expenditures are not always completed on a 
timely basis. In many cases, entries are made after year end to properly record the final project costs. Also, 
we noted that proceeds of long-term debt are not initially recorded in the fund where the debt will ultimately be 
recorded. But instead they are recorded in a temporary fund and reallocated at a later date. With this 
process, interim financial reports and account balances produced during the year do not always contain the 
most up-to-date financial information. 

Accordingly, we recommend the City review the current procedures for recording costs of infrastructure 
projects and long-term proceeds and determine the feasibility of revising the procedures to provide for more 
timely allocation of costs and debt proceeds to the proper accounting fund. In our opinion, the City could 
consider allocating costs with the receipt of the final contractor invoice and, also, including any reimbursement 
of City-related costs at the same time. At the same time addition and removals to the infrastructure capital 
assets records could also be determined and retained for recording on the government-wide financial 
statements and inclusion in the annual report for the water utility as required by the Public Service 
Commission of Wisconsin. 
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2. Changes to Government Auditing Standards 

The United States Government Accountability Office recently issued the 2011 revision to the Government 
Auditing Standards. This revision will be effective for your next audit and creates a framework we must follow 
to maintain our independence when we perform non-audit services for you. 

During the current year audit, we have provided the following non-audit services to the City: 

� 	Identifying reconciling items for certain general ledger accounts and proposing adjusting and closing 
entries to your general ledger; 

� Proposing GASB 34 conversion entries to convert your fund financial statements to government-wide 
financial statements; 

� Assisting with capital asset records, including calculating depreciation; and 
� Preparing financial statements, including related notes based on your adjusted trial balance; 

In order for us to maintain our independence and to issue an unqualified opinion on your financial statements, 
you need to document steps that you take in order to accept responsibility for all non-audit services we 
provide to you. This includes: 

� Understanding the services to be performed sufficiently to oversee them; 
� Designating an individual who possess suitable skill, knowledge, or experience to oversee our 

services; 
� Evaluating the adequacy and results of the services performed; and 
� Accepting responsibility for the results of the services. 

Because of the size of your organization and limited staff, we have reported the following deficiencies in your 
internal control structure: 

� Year End Closing and Financial Reporting 
� Assistance with Capital Asset Records 

Because these deficiencies relate specifically to non-audit services we provide to the City, it is important that 
the City and Schenck, as your independent auditor, work together during the upcoming year to ensure 
appropriate safeguards are in place to maintain our independence. 

The new standards will be effective for your December 31, 2012 audit. Schenck will be offering a free 
webinar in fall 2012 on Understanding Your Financial Statements. We encourage the designated employee 
from the City who will oversee our services to attend this webinar. 
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