CITY OF STURGEON BAY
FINANCE/PURCHASING & BUILDING COMMITTEE
TUESDAY, JUNE 25, 2019
Council Chambers, City Hall - 421 Michigan Street

4:00pm

1. Roll call.

2. Adoption of agenda.

3. Public comment on agenda items and other issues related to finance & purchasing.
4. Consideration of: 2018 Audit

5. Consideration of: Offer to Purchase Lot 8, Block 11 of Sunset Hills #2 Subdivision.
6 Consideration of: Joint City-County Revolving Loan Fund

7. Convene in closed session in accordance with the following exemptions:

Deliberating or negotiating the purchasing of public properties, the investing of public funds, or
conducting other specified public business, whenever competitive or bargaining reasons require a
closed session. Wis. Stats. 19.85(1)(e)

a. Consideration of: Acquisition of Property for Right of Way for Grant Ave
Extension.

Move to reconvene in open session to take formal action upon preceding subject of closed
session, if appropriate; or to conduct discussion or give further consideration where the subject is
not appropriate for closed session consideration. The Committee may adjourn in closed

session.
8. Review bills.
Q. Adjourn.
NOTE: DEVIATION FROM THE AGENDA ORDER SHOWN MAY QCCUR.

Notice is hereby given that a majority of the City Committees may be present at this meeting to gather
information about a subject over which they have decision-making responsibility. If a quorum of a
Committee, does attend, this may constitute a meeting of the aforementioned Committee and is noticed as
such, although no formal action will be taken at this meeting,.

Posted: Finance/Purchasing & Building Committee Members:
Date: 06/20/19 Helen Bacon, Chair
Time:12:30p.m Seth Wiederanders, Vice Chair

By: T™ Dan Williams



TITLE:

BACKGROUND:

FISCAL IMPACT:

OPTIONS:

EXECUTIVE SUMMARY

2018 Audit

WIPFLi CPAs and Consultants has completed the 2018 financial audit for
the City of Sturgeon Bay. A clean audit opinion was issued by WIPFLi. The
details of their financial audit can be found in the attached audit report and
management letter,

The fiscal impact to the City is the contracted amount of $17,500.00.

Accept or reject the WIPFLi CPAs and Consultants 2018 audit report.

RECOMMENDATION:

PREPARED BY:

REVIEWED BY:

Recommend to the Common Council to accept the WIPFLi CPAs and
Consultants 2018 financial audit report for the City of Sturgeon Bay and
place it on file.

( hawiegn @(QJL@;@ o9

Valerie J. Clarizio Date
Finance Director/City Treasurer

‘A/QF’T— oé/m/rq

Jogshua J. Van LiéShout Dat
ify Administrator




Wipfli LLP

2501 West Beltline Highway,
Suite 401

Madison, WI 53713

PO Box 8700
Madison, W1 53708-8700

@
'W PF I ] 608.274.1980
I fax 608.274.8085

CPAs and Consultants '\ www.wipfli.com

June 10, 2019

City Council
City of Sturgeon Bay
Sturgeon Bay, WI

Dear City Council:

We have audited the financial statements of City of Sturgeon Bay (the “City”) for the year ended
December 31, 2018, and have issued our report thereon dated June 10, 2019. Professional
standards require that we provide you with the following information related to our audit:

Our Responsibility Under Auditing Standards Generally Accepted in the United States

As stated in our engagement letter dated July 26, 2018, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with accounting principles generally accepted in the United States. Our audit of the financial
statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the City. Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assurance
concerning such internal control.

Required Supplementary Information Accompanying Audited Financial Statements

We applied certain limited procedures to the management’s discussion and analysis, budgetary
comparison schedule, the schedule of changes in the City's total OPEB liability and related
ratios and the schedule of proportionate share of the net pension liability (asset) and
contributions — Wisconsin Retirement System, which are required supplementary information
(RSI) that supplements the basic financial statements. Our procedures consisted of inquiries of
management regarding 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 did not
audit the RSI and do not express an opinion or provide any assurance on the RSI.
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Supplementary Information Accompanying Audited Financial Statements

With respect to the supplementary information accompanying the financial statements, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally
accepted in the United States, the method of preparing it has not changed from the prior period,
and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements
themselves,

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
your representative, Valerie Clarizio, in our meeting about planning matters on February 27,
2019, in addition to our engagement letter dated July 26, 2018, accepted by Josh VanLieshout.
Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with 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 1 to the financial statements. During 2018, GASB 75 related to other
post-employment benefits liability and disclosure was applicable to the City’s financial
statemenis. Management implemented provisions of this standard.

We noted no transactions entered into by the City during the year for which there is a lack of
authoritative guidance or consensus. There were no significant transactions that have been
recoghized in the financial statements in a different period than when the transactions 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
estimates affecting the financial statements are the significant useful lives in calculating
accumulated depreciation, the allowance for doubtful accounts receivable, the OPEB liability
and the net pension asset.

The disclosures in the financial statements are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealing with management in performing and completing our
audit.
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Cotrrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial, and communicate them to the appropriate
level of management. Management has corrected all such misstatements. Copies of the
adjustments are available from management.

We did discuss some items that were determined by management to be immaterial, both
individually and in the aggregate, to the financial statements taken as a whole (see audit
representation letter schedules attached):

e The General Fund held a check in the amount of $49,995 which was expended against
the 2018 budget although the item was not received until 2019.

Disagreements With Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,

or auditing matter that could be significant to the financial statements or the auditor's report. 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 letier dated June 10, 2019, a copy of which accompanies this
letter, :

Management Consultations With Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. To our knowledge, management has not obtained any opinions from other
independent accountants on the application of accounting principles generally accepted in the
United States which wouid affect the City's financial statements or on the type of opinion which
may be rendered on the financial statements.

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 retention as the City's auditors for the
preceding year. However, these discussions occurred in the normal course of our professional
relationship and our responses were not, in our judgment, a condition of our retention.
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Internal Control Matters

In planning and performing our audit of the financial statements of the City as of and for the year
ended December 31, 2018, in accordance with auditing standards generally accepted in the
United States, we considered the City's internal control over financial reporting (internal control)
as a basis for designing our 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 controi,

Our consideration of internal controi was for the limited purpose described in the preceding
paragraph and was not designed io identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses and therefore, there can be no assurance that
all deficiencies, significant deficiencies, or material weaknesses have been identified. However,
as discussed below, we identified certain deficiencies in internal control that we consider to be
significant deflciencies.

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 misstatements on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance. 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 entity's financial statements will not be prevented
or detected and corrected on a timely basis.

We consider the following deficiencies in internal control to be significant deficiencies:

Financial Accounting and Reporting

Criteria — The inability to report financial data reliably in accordance with accounting principles
generally accepted in the United States (GAAP) is considered an internal control deficiency.

Condition — The City's internal control over financial reporting does nof end at the general
ledger, but extends to the GASB financial statements and notes. The City does not have an
internal control system designed to provide for the preparation of the GASB financial statements
being audited. As auditors, we were requested to draft the GASB financial statements and
accompanying notes to the GASB financial statements. This circumstance is not unusual in an
organization of your size. [t is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with this
condition because of cost or other considerations. Because the City relies on Wipfli to provide
the necessary understanding of current accounting and disclosure principles and draft the
GASB financial statements and accompanying notes, a significant deficiency exists in the City’s
internal controls. However, the Finance Director/City Treasurer does review the financial
statements compared to their general ledger records and takes responsibility for all of the
information presented so that the finding is not considered a material weakness.

Effect - The completeness of the GASRB financial statement disclosures and the accuracy of the
GASB financial statement presentation is negatively impacted as outside auditors do not have the
same comprehensive understanding of the City as its own management.
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Cause — Management and those charged with governance have accepted the degree of risk
associated with this condition because of cost.

Recommendation — We recommend that management and those charged with governance
continue to evaluate whether to accept the degree of risk associated with this condition because
of cost or other considerations.

Other Matters

Pending Accounting Pronouncements

GASB Statement No. 83, Certain Assef Retirement Obligations establishes criteria for
determining the timing and pattern recognition of a liability and a corresponding deferred outflow
of resources for asset retirement obligations, and requires the current value of a government’s
assel retirement obligations to be adjusted for the effects of general inflation or deflation at least
annually. The requirements of this Statement are effective for reporting period in which the
measurement date of the pension liability is after dune 15, 2018.

GASB Statement No. 84, Fiduciary Activities establishes criteria for identifying fiduciary
activities of all state and local governments. This statement also provides for recognition of a
liability to the beneficiaries in a fiduciary fund when an event has occurred that compels the
government ta disburse fiduciary resources. The requirements of thiS Statement are effective for
reporting periods heginning after December 15, 2018.

GASB Statement No. 87, Leases, requires recognition of certain lease assets and liabilities for
leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. The
requirements of this Statement are effective for reporting periods beginning afier December 15,
2019.

GASB Statement No. 88, Cerfain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements, requires that additional essential information related to debt be disclosed in
notes to financial statements, including unused lines of credit; assets pledged as collateral for
the debt; and terms specified in debt agreements related to significant events of default with
finance-related consequences, significant termination events with finance-related
consequences, and significant subjective acceleration clauses. The requirements of this
Statement are effective for reporting periods beginning after June 15, 2018.

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period requires that interest cost incurred before the end of a construction period be recognized
as an expense in the period in which the cost is incurred for financial statements prepared using
the economic resources measurement focus. As a result, interest cost incurred before the end
of a construction period will not be included in the historical cost of a capital asset reported in a
business-type activity or enterprise fund. The reguirements of this Statement are effective for
reporting periods beginning after December 15, 2019.
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GASB Statement No. 90, Majority Equily Interests—an amendment of GASB Sfatemenits No. 14
and No. 61, establishes that ownership of a majority equity interest in a legally separate
organization results in the government being financially accountabie for the legally separate
organization and, therefore, the government should report that organization as a component
unit. The requirements of this Statement are effective for reporting periods beginning after
December 15, 2018,

Management has not completed its assessment of these pending standards as to the effect, if
any, they may have on the financial statements.

We appreciate the opportunity to be of service to City of Sturgeon Bay.

This letter is intended solely for the information and use of management, the City Council,
others within the City, and State of Wisconsin and is not intended to be, and should not be, used
by anyone other than these specified parties.

Sincerely,
Wiyt LLP

Wipfii LLP
Enc.



GOVERNMENTAL AUDIT REPRESENTATION LETTER

June 10, 2019

Wipfii LLP
2501 West Beltline Highway, Suite 401
Madison, WI 53713

This representation letter is provided in connection with your audit of the financial statements of the
City of Sturgeon Bay, Wisconsin which comprise 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 as of December 31, 2018, and the
respective changes in financial position and ,where applicable, cash flows for the year then ended,
and the related notes to financial statements, for the purpose of expressing opinions as to whether
the financial statements are presented fairly, in all material respects, in accordance with accounting
principles generally accepted in the United States (GAAP).

Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardiess of size, if they involve an omission or misstatement of
accounting information that, in light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by the
omission or misstatement. An omission or misstatement that is monetarily small in amount could be
considered material as a result of qualitative factors.

We confirm, to the best of our knowledge and belief, as of the date of this letter, the following
representations made to you during your audit:

Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter
dated July 26, 2018, including our responsibility for the preparation and fair presentation of
the financial statements in accordance with GAAP and for preparation of the supplementary
information in accordance with the applicable criteria.

2. The financial statements referred to above are fairly presented in accordance with GAAP and
include all properly classified funds and other financial information of the primary government
and all component units required by GAAP to be included in the financial reporting entity.

3. Woe acknowledge our responsibility for 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,

4, We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud.

5. Significant assumptions we used in making accounting estimates, including those measured at
fair value, are reasonable.

6. Related party relationships and transactions, including revenues, expenditures/expenses,
loans, transfers, leasing arrangements, and guarantees, and amounts receivable from or
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11,
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payable to related parties have been appropriately accounted for and disclosed in accordance
with the requirements of GAAP.

Adjustments or disclosures have been made for ali events, including instances of
noncompliance, subsequent to the date of the financial statements that would require
adjustment to or disclosure in the financial statements.

We agree with the adjusting journal entries proposed by you and which are given effect to in
the financial statements,

The effects of uncorrected misstatements are immaterial, both individuaily and in the

aggregate, to the financial statements for each opinion unit. A list of the uncorrected
misstatements is listed below,

a. The General Eund held a check in the amount of $49,995 which was expended against the
2018 budget although the item was not received until 2019.

The effects of all known actual or possible litigation, claims, and assessments have been
accounted for and disclosed in accordance with GAAP.

Material concentrations, if any, have been properly disclosed In accordance with GAAP.

Guarantees, whether written or oral, under which the City is contingently fiable, if any, have
been properly recorded or disclosed in accordance with GAAP,

Information Provided

i3,

14,

15.

16.

We have provided you with:

a. Access to all information, of which we are aware, that is relevant to the preparation and
fair presentation of the financial statements, such as records, documentation, and other
matters. '

b. Additional information that you have requested from us for the purpose of the audit.

c. Unrestricted access to persons within the City from who you determined it necessary to
obtain audit evidence.

d. Minutes of the meetings of City Board or summaries of actions of recent meetings for
which minutes have not yet prepared.

All material transactions have been recorded in the accounting records and are reflected in the
financial statements.

We have disclosed to you the results of our assessment of risk that the financial statements
may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud affecting the City involving:
a. Management.
b. Employees who have significant roles in internal control.

c. Others where the fraud could have a material effect on the financiaf statements.
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18.

19.

20.

21,

22,

23,

24,

25,

26,

27.

28,

29.

30,

We have no knowledge of any allegations of fraud or suspected fraud affecting the City's
financial statements communicated by employees, former employees, regulators, or others.

We have no knowledge of instances of noncompliance or suspected noncompliance with
provisions of laws, regulations, contracts, or grant agreements, or abuse, whose effects shouid
be considered when preparing financial statements,

We are not aware of any pending or threatened litigation, claims, or assessments or
unasserted claims or assessments that are required to be accrued or disclosed in the financial
statements in accordance with GAAP,

We have disclosed to you the identity of the City's related parties and all the related party
relationships and transactions of which we are aware.

We have made available to you all financial records and related data.

There have been no communications from regulatory agencies concerning noncompliance
with, or deficiencies in, financial reporting practices.

We have Identified to you any previous audits, attestation engagements, and other studies
related to the audit objectives and whether related recommendations have been
implemented,

We have provided our views on reported findings, conclusions, and recommendations, as well
as our planned corrective actions, for the report,

We have no plans or intentions that may materially affect the carrying value or classification of
assets, liabilities, or equity.

We are responsible for compliance with the laws, regulations, and provisions of contracts and
grant agreements applicable to us, including tax or debt fimits and debt contracts, and legal
and contractual provisions for reporting specific activities in separate funds.

We have identified and disclosed to you all instances that have occurred or are likely to have
occurred, of fraud and noncompliance with provisions of laws and regulations that we believe
have a material effect on the financial statements or other financial data significant to the
audit objectives, and any other instances that warrant the attention of those charged with
governance.

We have identified and disclosed to you all instances, which have occurred or are likely to have
occurred, of noncompliance with provisions of contracts and grant agreements that we believe
have a material effect on the determinations of financial statement amounts or other financial
data significant to the audit objectives.

We have identified and disclosed to you all instances that have occurred or are likely to have
occurred, of abuse that could be quantitatively or qualitatively material to the financial
statements or other financial data significant to the audit objectives.

There are no violations or possible violations of budget ordinances, laws and regulations
(including those pertaining to adopting, approving, and amending budgets), provisions of
contracts and grant agreements, tax or debt limits, and any related debt covenants whose
effects should be considered for disclosure in the financial statements, or as a basis for
recording a loss contingency, or for reporting noncompliance.
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32.

33,

34,

35.

36,

37.

38.

39,

40,

41.

42,

43,

a4,

45,

46,

The City has satisfactory title to all owned assets, and there are no liens or encumbrances on
such assets not has any material asset been pledged as collateral.

The City has complied with all aspects of contractual agreements that would have a material
effect on the financial statements in the event of noncompliance.

The financial statements Include all component units as well as joint ventures with an equity
interest, and properly disclose all other joint ventures and other related organizations,

The financial statements properly classify all funds and activities in accordance with GASB
Statement No. 34.

All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 37 for presentation
as major are identified and presented as such and all other funds that are presented as major
are particularly important to financial users,

Components of net position {net investment in capital assets; restricted; and unrestricted} and
components of fund balance {nonspendable, restricted, committed, assigned, and unassigned)
are properly classified and, if applicable, approved.

investments are properly valued.

Provisions for uncollectible receivables have been properly identified and recorded.

Expenses have been appropriately classified in or allocated to functions and programs in the
statement of activities, and allocations have been made on a reasonable basis.

Revenues are appropriately classified in the statement of activities within program revenues,
general revenues, contributions to term or permanent endowments, or contributions to
permanent fund principal.

Interfund, internal, and intra-entity activity and balances have been appropriately classified and
reported.

Deposits and investment securities are properly classified as to risk, and investments are
properly valued and disclosed.

Capital assets, including infrastructure assets, are properly capitalized, reported, and, if
applicable, depreciated.

We have appropriately disclosed the City’s policy regarding whether to first apply restricted or
unrestricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available and have determined that net position is properly
recoghized under the policy,

The City has identified all accounting estimates that could be material to the financial
statements, including the key factors and significant assumptions underlying those estimates,
and we believe the estimates are reasonable in the circumstances.

There are no estimates that may be subject to a material change in the near term that have not
been properly disclosed in the financial statements, We understand that near term means the
perlod within one year of the date of the financial statements, In addition, we have no
knowledge of concentrations existing at the date of the financial statements that make the City
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vulnerable to the risk of severe impact that have not been properly disclosed in the financial
statements.

We acknowledge our responsibility for the required supplementary information (RSI}. The RSI
is measured and presented within prescribed guidelines and the methods of measurement and
presentation have not changed from those used in the prior period. We have disclosed to you
any significant assumptions and interpretations underlying the measurement and presentation
of the RSL

We acknowledge our responsibility for presenting the Combining Financial Statements ~
Nonmajor Governmental Funds in accordance with GAAP, and we helieve the Combining
Financial Statements — Nonmajor Governmental Funds, including its form and content, are
fairly presented in accordance with GAAP. The methods of measurement and presentation of
the Combining Financial Statements - Nonmajor Governmental Funds have not changed from
those used in the prior period, and we have disclosed to you any significant assumptions or
interpretations underlying the measurement and presentation of the supplementary
information. if the Combining Financial Statements — Nonmajor Governmental Funds are not
presented with the audited financial statements, we will make the audited financial statements
readily available to the intended users of the supplementary information no later than the date
we issue the supplementary information and the auditor’s report thereon.

Sincerely,

City of Sturgeon Bay,Wisconsin

(O

Josh Manlieshout, City Administrator

[JGU&U) v Clansndo

Valerie Clarizio, Finance Director/Treasurer
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Independent Auditor's Report

City Council
City of Sturgeon Bay
Sturgeon Bay, Wisconsin

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Sturgeon Bay, Wisconsin
{the "City"), as of and for the year ended December 31, 2018, and the related notes to the financial statements,
which collectively comprise the City'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; 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. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

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.
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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 husiness-type activities, each major fund, and the aggregate
remaining fund information of the City of Sturgeon Bay, Wisconsin, as of December 31, 2018, 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.

Prior Period Restatement

As discussed in Note 17, the amounts owed for tax equivalent transfers were understated on the prior year
financial statements.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, the City adopted new accounting guidance GASB Statement No.
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions during the year ended
December 31, 2018. Our opinions are not modified with respect to this matter.

Other Matters
Requiraed Supplementary Information

Accounting principles generally accepted in the United States require that the management's discussion and
analysis, the statement of revenues, expenditures, and change in fund balance - budget and actual - general fund,
the schedules of the employer's proportionate share of the net pension liability (asset) and employer
contributions - Wisconsin Retirement System, the schedules of the employer's proportionate share of the net
OPEB liability {asset) and employer contributions - LRUF, and the schedule of changes in the City's total OPES
liability and related ratios, on pages 64 - 71 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
staterments 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, 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.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements as a whole. The combining financial statements - nonmajor
governmental funds are presented for purposes of additional analysis and are not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates 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 United States. In
our opinion, the information is fairly stated in all material respects in relation to the basic financial statements as a
whole,

Prior-Year Comparative Information
Other auditors previously audited the City's December 31, 2017 financial statements, and their report dated May
24, 2018, expressed unmeodified opinions on those respective financial statements of the governmental activities,

the business-type activities, each major fund, and the aggregate remaining fund information. The 2017
summarized comparative information was derived from the 2017 financial statments audited by the prior auditor.

Wz,b#a’ LLP
Wipfli LLP

June 10, 2019
Madison, Wisconsin
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Management’s Discussion and Analysis
December 31, 2018

As management of the City of Sturgeon Bay, we offer readers of the City's basic financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2018.

Financial Highlights

The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows of resources
as of December 31, 2018 by $97,072,525 (net position). Of this amount, $18,573,921 (unrestricted net position)
may be used to meet the City’s ongoing obligations to citizens and creditors.

The City's total net position increased by $1,738,388. Several factors contributed to the overall increase as
follows:

o The City's Governmental activities' total net position decreased by $234,008.
o The City's Business-type activities’ (Solid Waste Fund) total net position increased by $34,160.
o The City's total net position of Sturgeon Bay Ultilities increased by $1,938,236.

The City's general fund increased by $866,626. This increase is shown without applying the 2018 operating
surplus in the amount of $398,616. Overall, the 2018 general fund revenues were in excess of the 2018
budgeted revenues, and 2018 general fund expenditures were less than the 2018 budgeted expenditures.
Savings were realized primarily due to increases in transportation aids, investment income, permit, and fee
income, along with allocation of staff time to other funds, a decrease in workers compensation insurance
premiums, and conservative spending in several other expense line items.

The assessed property tax rate, without TID, increased from $7.63 to $7.86 per $1,000 of property value for the
year ended December 31, 2018.

As of December 31, 2018, the City's governmental funds reported combined ending fund balances of
$13,577,464, a decrease of $79,657 in comparison with the prior year. Approximately 45% of this total amount,
$6,163,199 is available for spending at the City’s discretion (unassigned fund balance).

As of December 31, 2018, unassigned fund balance for the general fund was $6,163,199, or approximately 56%
of the total general fund expenditures budgeted for 2019.

The City's total general-obligation debt decreased by $631,515 (3%) during 2018.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The City's
basic financial statements are comprised of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the basic financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.



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 husiness.

The statement of net position presents information on all of the City's assets, liabilities and deferred outflowsfinflows of
resources, with the difference reported as net position. 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 deteriorating.

The stalement of activifies presents information showing how the City's net position changed during the most recent year.
All changes in net position are reported as soon as the underlying event giving rise fo the change occurs, regardiess 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., 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 aclivities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-fype aclivities). The governmental activities of
the City include general government, public safety, public works, sanitation, health and human services, culiure and
recreation, development and debt service. The business-type activities of the City include the Solid Waste Fund and
Sturgeon Bay Utility activities including water, wastewater and electric operations.

The government-wide financial statements include only the City itself (known as the primary government).
The government-wide financial slatements can be found on pages 15 - 17 of this report.

Fund financial statements. A fundis a grouping of related accounts that is used o maintain contro} over resources that
have been segregated for specific activities or objectives. Tha 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 two categaries: gavernmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental acfivities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and oufflows 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.

it is useful to compare the information presented for governmental funds with similar information presented for
governmental aclivifies 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 recongciliation to
facilitate this comparison between govermmental funds and governmental activities.

The City maintains eight 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 and Capital Improvements Fund both of which are considered to be major funds. Data from the other six
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these nonmaijor
governmental funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for all its governmental funds. As part of the basic governmental fund
financial statements, budgetary comparison statements have been provided for the general fund to demonsirate
compliance with the budget,

The basic governmental fund financial statements can be found on pages 18 - 21 of this report.



Proprietary funds. The City maintains one type of proprietary fund. Enferprise funds are used to report the same
functions presented as business-type aclivities in the government-wide financial statements. The City uses enterprise
funds to account for its Solid Waste Fund and Utility. Infernal service funds are an accounting device used to accumulate
and allocate costs internally among the City's various functions. The Cily does not use internal service funds at this time.

Praprietary funds provide 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 Utility, which is considered to be a major
fund of the City, and the Solid Waste Fund which is considered to be a nonmajor fund of the City.

The basic proprietary fund financial statements can be found on pages 22 - 26 of this report.

Notes to the basic financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the basic financial
statements can be found on pages 27 - 62 of this report.

Other information. Required supplementary information relating to other post-employment and pension benefits and
budgetary comparison information for the general fund in addition to other supplementary financial information related o
the combining statements referred to earlier in connection with nonmajor governmental funds are presented immediately
following the notes to the basic financial statements on pages 64 - 74.



Governmant-wide Financial Analysis

Net Position. As noted earlier, net position may serve over time as a useful indicator of a government’s financial pasition.
in the case of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$97,072,525 at the close of 2018,

City of Sturgeon Bay's Net Position
Governmental Business-type :
Activities Activities Total
2018 2017 2018 2017 2018 2017

Currant and other assels $37,748,534 | $35,588,402 [ $ 13,380,901 | $12,869,397 | § 51128435 | § 48,457,799
Capital assels 51,758,584 52,565,274 47,745 440 46,359,855 99,504,024 98,925,129

Total assets $89,607,118 | $88,153,676 [ § 61,126,341 | $ 59,229,252 | $150,633, 450 | § 147,382,928
Deferred outflows of resources $ 2486287 | 2,888,822 (% 554750 |53 62802018 304103718 3516851
Long-term liabilities outstanding 29,039,829 | 28,204,311 435,857 494,805 29,475,686 28,699,116
Other liabilities 13,525,763 13,407 980 1577817 1,768,275 15,103,580 15,176,255

Total liabilities $42,565,592 | $41,612291 |$§ 2013674 1% 2,263,080 {§ 44,579,266 | § 43,875,371
Deferred inflows of resources 511420499 | 3 9916551 | § 602,206 1% 255764 1% 12022705 % 10,172,315
Net position:
Net Investment in Capital Assets

of related debt $25,220528 | $27,157,171 | § 47,706,527 {$46,232,035 | § 72927055 { § 73,380,208
Resliricted 5,046,423 4 870,781 525,126 522,358 5,671,649 5,393,138
Unrestrcted 7,740,363 7,485,704 10,833,558 10,584,044 18,573,921 18,069,748

Total net position $ 38,007,314 1 $39,613,656 | $ 59,065,211 { $57,338437 | $ 97,072,525 | § 96,852,093

By far the largest portion of the City's net position (75%] reflects its investment in capital assets {e.g. land, buildings,
machinery and equipment, infrastructure, etc.) less 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 nof available for future
spending. Although, the City's investment in its capital assets is reported net of retated 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 hquidate these liabilities.

An additional portion of the City's net position (6%} represents resources that are subject to external restrictions on how
they may be used. The remaining balance of unrestricied nef position {$18,573,921) may be used to meet the Cily's
ongoing obligations to citizens and creditors.




Change in net position. Governmental activities decreased the City's net position by $234,008. Key elements of this
decrease are as follows:

City of Sturgeon Bay's Change in Net Position
Governmental Business-type
Activities Activitias Total
2018 2017 2018 2017 2018 2017

Revenues:
Program revenues

Charges forsendces $ 974928 1 & 1006022 |% 20265855 |%520818451 % 21,240,783 1% 21,824,473

Operaling grants and

contributions 681,766 709,745 - 31,814 681,766 741,559

Capital grants and contributions 263,903 770,452 347,278 506,312 611,181 1,276,764
General rewenues:

Property taxes 8,933,497 8476270 - - 8,933,497 8,476,270

QOther taxes 290,365 293,988 - - 290,365 283,988

Grants and contributions not

restricted to spedific programs 1,077,560 1,000,765 - - 1,077 560 1,000,765

Other revenues and transfers 1,451,579 1,248 492 {498,086) (427, 758)] - 953,493 820,734
Total revenues $13,673,598 | $ 13,505,734 1§ 20,115,047 { $20,928819 | 5 33,788,645 | $§ 34,434,553
Expenses:

General govemment $ 1824937 |3 158482018 - 3 “ $ 1,824937 1% 1,584,820

Public safely 4,588 895 4,837,106 ) - - 4,588,895 4,837,106

Public works 4,677,636 3,311,126 - “ 4677636 3,311,126

Cullure and recreation 916,308 1,635,507 - - 916,308 1,635,507

Conservalion and development 1,146,034 651,568 - - 1,146,034 651,558

Interest on long-term debt 753,746 702,757 - - 753,796 702,757

Water - - 1,848,814 1,672,789 1,848,814 1,672,789

Wastewatler - - 1,767,849 1,750,230 1,767,949 1,750,230

Electric - - 14 060,558 14,845,621 14,060,558 14,845,621

Solid waste - - 465,330 476,316 465,330 476,316
Total expenses $13,907,606 | $12,722874 | $ 18142651 | $18,744,956 | § 32,060,257 | $ 31,467,830
increase {Decrease) in net position {234,008) 782,860 1,972,396 2.183,863 1,738,388 2,966,723
Net position - January 1 39,513,656 38,730,796 57,338,437 55,154,574 96,852,093 93,885,370
Prior period adjustment for other
postemployment benefits {1,517,956) - - - (1,517,956) -
Prior period adjusiment for SBU
PILOT 245622 - {245 622) - - -
Net position - January 1, restated 38,241,322 38,730,796 57092 815 55,154,574 05,334,137 93,885,370
Net posifion - December 31 $38,007,314 | $39,513,656 | 8 59,065,211 | $57,338437 | § 87072525 | § 96,852,093

The propearty tax levy increased by $266,918 (4.1%), without TID, for the 2018 collection year. This increase was directed
toward the following areas:

Property Taxes
$ 353,032 for the General Fund Operations and Debt
3 {86,113) for Capital Improvements

Investment earnings increased/{decreased) in the following funds:

Investment Earnings

$ 99,615 General

3 4,190 Capital Fund

$ 24,002 Tax Increment District #2
$ 10,671 Tax Increment District #1
$ 9,210 Tax Increment District #3
$ 14,941 Tax Increment District #4
$ 2,442 Rewohing Loan Fund



Funding Sources for the governmental activities and business-type activities for the City of Sturgeon Bay and

Sturgeon Bay Utilities

The Criarton the right 2018 Governmental Activities
Hustrates how governmental

activities are funded. Property Cgiﬁisegor
taxes and other taxes account Intergovemmental  oher 7.13%
for 67.45% of the total revenue Revenues 10.62%
needed to fund governmental 7:96% cnnen
activities. Intergovernmental Other Taxes
revenues and grants comprise 2.12%
another 14.80%, while charges
for services and all other
sources are equal to 17.75% of
revenues.

Operating Grants
4.99%

Capital Grants and
Contributions
1.93%

Taxes
65.33%

2018 Business-Type Activities

Business-Type
activities depend on
charges for services as

Capital Grants 5 i
and Eonmbuﬁons Other their primary revenue
1.65% sources, as shown on
the graph to the left.
Charges for services
account for 96.50% of
the revenues needed to
support the City’s
Charges for business activities.
Services .
96.50%




Financial Analysis of the City's Funds

As noted earlier, the City 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 halances of spendable resources. Such information is useful in assessing the City's financing requirements.

In particular, unassigned 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 December 31, 2018, the City's governmental funds reported combined ending fund balances of $13,577,464, a
decrease of $79,657 in comparison with the prior year. Approximately 45% of this amount ($6,163,199) constitutes
unassigned fund balance, which is avaitable for spending at the City's discretion. The remainder of fund balance is
nonspendable restricted or assigned to indicate that it is not avaitable for new spending because it has already been
restricted or assigned for the following:

$ 3,338 Prepaid Items
4,900,299 Restricted for other Govemmental Funds
2,510,628 Assigned for Gowemmental Funds

$ 7414265 Total

The general fund is the chief operating fund of the City. At the end of the current year, unassigned fund balance of the
general fund was $6,163,199. As a measure of the general fund's liquidity, it may be useful to compare both unassigned
fund balance and total fund balance fo total fund expenditures. Unassigned generat fund balance represents 56% of total

2019 budgeted General Fund expenditures, and the total general fund balance also represents 56% of that same amount.

The fund balance of the City's general fund increased by $866,626 during the current year. This increase is shown
without applying the 2018 operating surplus in the amount of $398,616. Overall, the 2018 generat fund revenues were in
excess of the 2018 budgeted revenues, and 2018 general fund expenditures were less than the 2018 budgeted
expenditures, Savings were realized in the following areas:

Increased transportation aids

Increased investment income

Increased building and associated permit revenue
Reallocation of staff time to special funds

Decreased workers compensation insurance premiums

* & & & @

The Capital Improvements Fund has a total fund balance of $2,376,460. The entire amount is assighed. Assigned fund
balance represents 35% of total 2018 budgeted Capital Fund expenditures. The TID District fund balances are restricted
to carry out the project plan of the Districts.

Proprietary funds. The City’s proprietary funds provide the same type of information found in the City's government-
wide financial statements, but in more detail.

Unrestricted net position of the Utility fund at the end of the year amounted to $10,760,723. The total increase in net
pasition was $1,938,236.

Unrestricted net position of the Solid Waste fund at the end of the year amounted to $72,835. The total increase in net
position was $34,160.

Other factors concerning the finances of this fund have already been addressed in the discussion of the City’s business-
type activities.

11



Budgetary Highlights

Generally, the original budget is rarely modified. In most instances, when the budget is modified, the line item
adjustments are made within the department. Following is a list of budget adjustments that were made in 2018 where the
adjustments were made between different departments:

« There were no budget adjustments made between departments in 2018
During the year, actual general fund revenues were more than budgeted revenues and appropriated balances by
$334,094 prior to applying budgeted appropriated balances and reserves. The 2018 hudget contained $1,761,042 in
appropriated balances and reserves.
Actual expenditures were less than budgeted expenditures by $2,053,827 in the general fund primarily due to lack of
appropriations from the ERP contingency, allocation of staff time to other funds, and conservative spending in several
other expense line items.

Capital Asset and Debt Administration

Capital assefs. The City's investment in capital assets for its governmental and business-type activities as of
December 31, 2018 amounts to $89,504,024 (net of accumulated depreciation). This investment in capital assets
includes land, land improvements, buildings, machinery and equipment, vehicles, public domain infrastructure (highways
and bridges), and construction in progress. The total increase in the City's investment in capital assets for the current
year was $578,895 or roughly .6% compared to last year.

Major capital assets acquired or constructed during the year include;

Phone Switch and Equipment

Fiber Infrastructure

Security System Upgrades — City Hall & Municipal Services
Squad Car

Leaf Vacuum

Rubber Tire Loader W/Plow and Wing
Back Hoe

Water Weed Harvester and Trailer
Library Roof

Annual Storm Sewer Qutlay

Annual Road Resurfacing and Repair
Annual Altey/Parking l.ot Repair
Annual Curbing & Sidewalk Repair
Duluth Avenue Reconstruction
Replaced all remaining lead laterals
1,400' of water main

Ultraviolet disinfection system at Well #38
Weli and booster pumps at Well #8
Well and booster pumps at Well #10
1,400 of sewer main

Tacoma Beach Road lift station
Treatment plant aeration system piping
Circuit breaker at Industrial substation
180 utility pole replacements

13,000 of underground conductor
Digger derrick truck
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City of Sturgeon Bay's Capital Assets
{Governmental Activities are net of accumulated depreciation)

Governmental Business-type :
Activities Activities Total
2018 2017 2018 2017 2018 2017

Land $ 5284856 |§ 58600427 |8 276,084 |$ 276,085 | $§ 55609040 [$ 5,876,512
Land improvements 1,113,809 968,908 - - 1,113,808 968,908
Buildings 5 .568,131 5,779,946 7,434,140 6,559,535 12,992,271 12,339,481
Machinery and equipment

and whidles 2,972,158 1,669,955 12,420,946 19,036,400 15,393,105 20,706,355
Infrastructure 36,829,629 37,185,315 64,260,148 55,724,840 | 101,089,777 92,910,155
Less: Utilityand solid waste

fund depreciation - - (36,928,056)| (36,032,475)| (36.928,058)| (36,032475)

Conslruction in progress - 1,360,723 282,178 795,470 282,178 2,156,193
Total $51,7608,584 | $52,565,274 | § 47745440 | $456,359.855 | § 99,504,024 [ $§ 98,925,129

L.ong-term debf. Atthe end of the current fiscal year, the City had total debt outstanding of $26,324,200 of this amount,
$23,008,200 comprises debt backed by the full faith and credit of the government. An additional $3,315,000 consists of
taxable note anticipation notes.

City of Sturgeon Bay's Outstanding Debt
General Ohligation Debt and Revenue Bonds
Governmental Business-type S :
Activities Activities Total
2018 2017 2018 2017 2018 2017

General obligation debt:

Bonds $21,710,000 | $21,830,0600 | & - $ - $ 21,710,000 { § 21,830,000

Noles 1,260,287 1,682,895 38,913 127.820 1,299,200 1,810,715
Tatal general obligation debt $22870,287 | $23512895| % 38913 |8 127820 | $ 23,008,200 | § 23,640,715
l.ease revenue bonds - - - - - -
Notle anticipation note 3,315,000 3,615,600 - - 3,315,000 3,615,000
Total $26,285,287 | $27,127,895 | § 38813 [$ 127820 | § 26,324 200 | 5 27255715

The City's total debt decreased by $931,515 during the current fiscal year. The key factor in this decrease was primarily
due to the retirement of a portion of TID #2 bonds and general fund debt.

The only outstanding debt of the Sturgeon Bay Utilities as of December 31, 2018 is the athletic field lighting loan that is
shared with the City. The year-end balance is approximately $39,000 for each party.

The City maintains an Aa3 rating from Moody’s Investors Service for its general obligation debt.

State statutes limit the amount of general obligation debt the City may issue to 5% of its total equalized valuation, The
current debt imitation for the City is $43,213,525, which is significantly in excess of the City's $23,009,200, in outstanding
general obligation debt.

Economic Factors and Next Year's Budgets and Rates

s The economic condition and cutlook of the City has remained fairly stable based on a relatively healthy mix of
residential, manufacturing, tourism, service industry and retail activities which support our tax base.

« Inflationary trends in our region compare favorably to national indices.

« During the current year, unassigned fund balance in the general fund increased to $5,282,120, The City has
assigned fund batance in the amount of $0 for spending in the 2018 fiscal year budget,

Contacting the City’s Financial Management

This financial report is designed to provide a general overview of the City'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 Finance Director/City Treasurer, City of Sturgeon Bay, 421 Michigan St,

Sturgeon Bay, Wi 54235,
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City of Sturgeon Bay, Wisconsin

Statement of Net Position
December 31, 2018
With Summarized Financial Information as of December 31, 2017

See accompanying notes to the financial statements.

Governmental Business-type Totals
Activities Activities 2018 2017
Assets:
Cash S 7,849,069 S 1,678,255 $ 9,527,324 S 5,839,295
Investments 9,961,334 6,420,163 16,381,497 20,904,896
Receivables

Taxes 17,245,563 - 17,245,563 15,724,954

Delinguent taxes 390,312 - 390,312 5,771

Accounts 82,361 1,983,481 2,065,842 1,810,917

Special Assessments 403,120

Loans 146,124 - 146,124 205,605

Other - 301,228 303,228 122,676
Internal balances 884,417 (884,417) - -
Inventories and prepaid items 3,338 659,420 662,758 677,259
Investment in American Transmission Company - 2,350,846 2,350,846 2,198,948
Net pension asset 1,186,016 304,799 1,490,815 -
Land held for resale - 42,000 42,000 42,000
Restricted assets:

Investments - 525,126 525,126 522,358
Capltal assets, nondepreciable 5,284,856 558,262 5,843,118 8,032,708
Capital assets, depreciable, net 46,473,728 47,187,178 93,660,906 90,892,421

Total assets 89,507,118 61,126,341 150,633,459 147,382,928
Deferred outflows of resources:
Loss on advance refunding 283,483 - 283,483 375,798
Deferred outflows related to pensions/OPEB 2,202,804 554,750 2,757,554 3,141,053
Total deferred outflows of resources 2,486,287 554,750 3,041,037 3,516,851
Liabilities:
Accounts payable 724,882 1,412,679 2,137,561 2,104,925
Other accrued liabilities 270,518 3,659 274,177 287,334
Due to other governments 12,372,517 - 12,372,517 11,817,161
Accrued interest payable 149,846 - 149,846 132,816
Special deposits 8,000 161,479 169,479 160,655
Long-term obligations
Due within one year 2,205,614 8,192 2,213,806 2,472,008
Due in more than one year 26,834,215 427,665 27,261,880 26,500,472
Total liabilities 42,565,592 2,013,674 44,579,266 43,875,371
Deferred inflows of resources:
Property taxes 9,072,701 - 9,072,701 8,885,051
Deferred inflows related to pensions/OPEB 2,347,798 602,206 2,950,004 1,287,264
Total deferred inflows of resources 11,420,499 602,206 12,022,705 10,172,315
Net position:
Net investment in capital assets 25,220,528 47,706,527 72,927,055 73,389,206
Restricted 5,046,423 525,126 5,571,545 5,393,139
Unrestricted 7,740,363 10,833,558 18,573,921 18,069,748
Total net position S 38,007,314 S 59,065,211 $97,072,525 $96,852,093
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City of Sturgeon Bay, Wisconsin

Statement of Activities
For the Year Ended December 31, 2018
With Summarized Financial Information for the Year Ended December 31, 2017

Program Revenues

Operating Capital
Charges Grants and Grants and
Functions/Programs Expenses for Services  Contributions  Contributions
Governmental activities:
General government S 1,824,937 S 223,179 S -5 -
Public safety 4,588,895 514,430 40,503 1,038
Public works 4,677,636 22,513 535,437 187,615
Culture, recreation and education 916,308 214,806 - 101,826 75,250
Conservation and development 1,146,034 - - -
Interest and fiscal charges 753,796 _ - - -
Total governmental activities 13,907,606 974,928 681,766 263,903
Business-type activities:
Sewer utility 1,848,814 2,232,863 - ' -
Water utility 1,767,949 2,319,836 - 56,393
Electric utility 14,060,558 15,261,685 - 290,885
Solid waste utility 465,330 451,471 - -
Total business-type activities 18,142,651 20,265,855 - 347,278
Total $ 32,050,257 S 21,240,783 $ 681,766 § 611,181

General revenues:
Taxes:
Property taxes, levied for general purposes
Tax increments
Other taxes
Federal and state grants and other contributions not restricted to specific functions
Investment income
Miscellaneous
Transfers
Total general revenues and transfers

Change in net position
Net position - beginning, as restated

Net position - ending

See accompanying notes to the financial statements.
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City of Sturgeon Bay, Wisconsin

Statement of Activities - Continued
For the Year Ended December 31, 2018
With Summarized Financial Information for the Year Ended December 31, 2017

Net (Expense} Revenue
and Changes in Net Position

Governmental  Business-type Totals

Activities Activities 2018 2017
$ {1,601,758) $ - $ (1,601,758) $  (1,355,549)
(4,032,924) . (4,032,924) (4,270,862)
(3,928,071} - (3,928,071) (2,386,338)
(524,426) - (524,426) (887,718)
(1,146,034) - (1,146,034) (633,431)
(753,796) - {753,796} (702,757)
(11,987,009) - (11,987,009) (10,236,655)
- 384,049 384,049 399,427
- 608,280 608,280 750,337
- 1,492,012 1,492,012 1,435,224
- {13,859) (13,859) 26,633
- 2,470,482 2,470,482 2,611,621
(11,987,009) 2,470,482 {9,516,527) (7,625,034)
6,326,750 - 6,326,750 5,974,087
2,606,747 - 2,606,747 2,502,183
280,365 - 290,365 293,988
1,077,560 - 1,077,560 1,000,765
339,137 292,590 631,727 322,397
225,625 96,141 321,766 498,337
886,817 (886,817) - -
11,753,001 (498,086) 11,254,915 10,591,757
(234,008) 1,972,396 1,738,388 2,966,723
38,241,322 57,092,815 95,334,137 93,885,370
S 38,007,314 $ 59,065,211 $ 97,072,525 § 96,852,093

See accompanying notes to the financial statements.



City of Sturgeon Bay, Wisconsin

Balance Sheet
Governmental Funds
December 31, 2018

With Summarized Financial Information as of December 31, 2017

Assets:
Cash
Investments
Receivables
Taxes
Delinquent taxes
Accounts
Special assessments
Loans
bue from other funds
nventories and prepaid Hems
Total assets

Liabilities, Deferred Inflows of
Resources and Fund Balances:
Liabilities:
Accounts payable
Other accrued liabilities
Due to other funds
Due to other governments
Special deposits
Total Habilities

Deferred inflows of resources:
Property taxes
Loans receivable
Special assessments

Total deferred inflows of resources

Fund balances:
Nonspendable
Restricted
Assigned
Unassigned

Total fund balances

Total Liabilities, Deferred inflows of

Resources and Fund Balances

Nonmajor
Capital Governmental Totals

General Improvements Funds 2013 2017
$ 6,283,686 S 776,598 S 788,785 S 7,849,069 S 4,708,723
2,904,689 1,607,932 5,448,713 9,961,334 13,791,153
14,553,535 457,395 2,234,633 17,245,563 15,723,735
390,312 - - 350,312 5771
81,579 782 - 82,361 164,047
- - - - 403,120
- - 146,124 146,124 205,605
2,299,952 - 217,543 2,517,495 1,409,161
3,338 - . 3,338 6,415
$ 26,517,091 S 2,842,707 § 8,835,798 § 38,195,596 S 36,357,730
$ 718991 $ 852 § 5039 $ 724,882 $ 563,285
270,518 . - 270,518 283,681
217,543 - 1,415,535 1,633,078 769,328
12,372,517 - - 12,372,517 11,817,161
- 8,000 - 8,000 15,000
13,579,569 8,852 1,420,574 15,008,995 13,452,455
6,380,673 457,395 2,234,633 9,072,701 8,885,051
- - 146,124 146,124 205,605
390,312 - - 390,312 403,120
6,770,985 457,395 2,380,757 9,609,137 9,493,776
3,338 - - 3,338 6,415
- - 4,900,299 4,900,299 4,665,176
- 3,376,460 134,168 2,510,628 4,090,649
6,163,199 - - 6,163,199 4,649,259
6,166,537 2,376,460 5,034,467 13,577,464 13,411,499
$26517,091 § 2,842,707 $ 8,835,798 % 38195596 $ 36,357,730

See accompanying notes to the financial statements.
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City of Sturgeon Bay, Wisconsin

Reconciliation of the Balance Sheet - Governmental Funds -
to the Statement of Net Position
December 31, 2018

With Summarized Financial Information as of December 31, 2017

Total fund balance - governmental funds

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the fund statements

The net pension asset is not an available resource and therefore is not
reported in the fund statements

Other long-term assets are not available to pay current expenditures and
therefore are deferred in the funds

Some deferred outflows and inflows of resources reflect changes in
long-term liabilities and are not reported in the fund statements;
Loss on advance refunding
Deferred outflows of resources
Deferred inflows of resources

Some liabilities are not due and payable in the current period and,
therefore are not reported in the funds:
Bonds and notes payable
Debt premium
Compensated absences
Net pension liability
Post-employment health benefits payable
Accrued interest on long-term obligations

Total net position of governmental activities

See accompanying notes to the financial statements.

2018 2017

$13,577,464 $13,411,499

51,758,584 52,565,274

1,186,016 -
536,436 608,725
283,483 375,798

2,202,804 2,513,024
{2,347,798)  (1,031,500)

(26,285,287} (27,127,895)
(252,769) {270,063}
(785,735)  {806,353)

- {325,965)
(1,716,038)  (266,576)
(149,846)  {132,312)

$38,007,314 $39,513,656




City of Sturgeon Bay, Wisconsin

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Year Ended December 31, 2018

With Summarized Financial Information for the Year Ended December 31, 2017

Nonmajor
Capital Governmental Totals
General Improvements Funds 2018 2017
Revenues:
Taxes 56,603,124 3 452,967 % 2,153,780 $ 9,209,871 § 8,770,228
Special assessments 1,038 66,987 ‘ - 68,025 33,197
Intergovernmental 1,545,411 278,157 32,404 1,855,972 1,703,988
Licenses and permits 187,900 - 147,378 335,878 308,026
Fines and forfeits 33,089 2,190 - 35,279 39,478
Public charges for services 264,371 29,750 - 294,121 579,590
Intergovernmental charges 466,893 - - 466,893 462,140
Miscellaneous 342,133 78,474 172,424 593,031 864,031
Total revenues 9,443,959 908,525 2,506,586 12,859,070 12,760,678
Expenditures:
Current:
General government 1,358,239 - - 1,358,239 1,432,529
Public safety 4,335,866 - - 4,335,866 4,102,461
Public werks 1,353,683 - - 1,353,683 1,360,806
Culture and recreation 738,516 - - 738,516 780,186
Conservation and development 637,948 - 502,520 1,140,468 731,789
Debt service:
Principal 1,141,187 - 1,182,771 2,328,958 5,794,887
Interest and fiscal charges 187,394 - 510,077 697,471 676,865
Capital outlay - 3,517,702 25,081 3,542,783 2,569,270
Totat expenditures 9,752,833 3,517,702 2,225,449 15,495,984 17,448,793
Excess of revenues over
{under) expenditures {308,874} (2,609,177} 281,137 (2,636,914} (4,688,115)
Other Financing Sources (Uses)
Long-term debt issued - 1,480,000 - 1,480,000 6,367,000
Premium on debt issued - 42,580 - 42,580 -
Sales of capital assets - 132,770 15,090 147,860 127,461
Transfers in 1,203,179 177,115 - 1,380,294 3,024,508
Transfers out {27,679) {301,335} {164,463) (493,477}  (2,148,003)
Total other financing sources {uses) 1,175,500 1,531,130 {149,373} 2,557,257 7,370,966
Net Change in Fund 8alances 866,626 (1,078,047} 131,764 {79,657} 2,682,851
Fund Balances - Beginning, as restated 5,299,911 3,454,507 4,902,703 13,657,121 10,088,815
Fund Balarices - Ending $ 6,166,537 § 2,376,460 $ 5,034,467 $ 13,577,464 S 12,771,666

See accompanying notes to the financial statements.



City of Sturgeon Bay, Wisconsin
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances - Governmental Funds to the Statement of Activities

December 31, 2018
With Summarized Financial Information for the Year Ended December 31, 2017

2018 2017
Net change in fund balance - governmental funds ' S (79,657} 5 2,682,881
Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
usefut lives and reported as depreciation expense.
Capital expenditures reported in governmental fund statements 1,781,690 1,819,629
Depreciation expense reported in the statement of activities (2,211,398)  {1,913,940)
Net book value of disposals {376,982) (258,895}
Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. {72,283} {177,196}
Certain expenses are reported in the governmental funds when amounts
are paid. The statement of activities reports the value of benefits earned
during the year. This year the accrual of these benefits increased by:
Amortization of premiums, discounts and loss on advance refunding {17,294} {33,566)
Compensated absences 20,618 {61,485}
Pension amounts {16,892} (448,368)
Other postemployment benefits (79,424} (262,620}
Debt issued provides current financial resources to governmentat funds, but
Issuing debt increases long-term Habilities in the statement of net position. {1,522,580) (6,367,000}
Repayment of principal on long-term debt is reported in the governmental funds
as an expenditure, but is reparted as a reduction in long-term debt in the
statement of net position and does not affect the statement of activities.
The amount of long-term debt principal payments in the current year is: 2,322,666 5,794,887
Interest payments on outstanding debt-are reported in the governmental funds
as an expenditure when paid; in the statement of activities interest
is reported as it accrues, 17,534 8,533
Change in net position - governmental activities $ {234,008) 5 782,860

See accompanying notes to the financial statements.
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City of Sturgeon Bay, Wisconsin

Statement of Net Position
Proprietary Funds
December 31, 2018

With Summarized Financial Information as of December 31, 2017

Nonmajor
Fund
Sewer Water Electric Solid Totals
Utility Utility Utility Waste 2018 2017
Assets:
Current assets:
Cash $ -5 - § 1,621,352 $ 56,903 S 1,678,255 § 1,841,656
Investments 3,021,695 943,577 2,454,891 - 6,420,163 6,402,659
Receivables
Accounts 185,687 257,188 1,540,606 - 1,983,481 1,706,870
Other 59,338 1,144 239,580 1,166 301,228 123,895
Due from ather funds 83,387 333,048 - - 416,435 285,368
Inventory 8,439 108,902 520,873 - 638,214 649,648
Prepaid items - - 21,206 - 21,206 21,186
Total current assets 3,358,546 1,643,859 6,398,508 58,069 11,458,982 11,031,292
Noncurrent assets:
Restricted assets:
Investments 525,126 - - - 525,126 522,358
Investment in American
Transmission Company - - 2,350,846 - 2,350,846 2,198,948
Net pension asset 26,149 26,267 230,560 21,823 304,799 -
Land held for resale - 42,000 - - 42,000 42,000
Capital assets, nondepreciable 133,532 171,108 253,622 - 558,262 1,071,558
Capital assets, depreciabie 9,891,811 13,670,045 23,446,982 178,340 47,187,178 45,288,297
Total capital assets, net of
accumulated depreciation 10,025,343 13,841,153 23,700,604 178,340 47,745,440 46,359,855
Total noncurrent assets 10,576,618 13,509,420 26,282,010 200,163 50,968,211 49,123,161
Total assets 13,935,164 15,553,279 32,680,518 258,232 62,427,193 60,154,453
Deferred outtlows of resources:
Deferred outflows related to pensions 47,592 47,807 419,631 39,720 554,750 628,029
Total assets and deferrad
outflows of resources $ 13,982,756 § 15,601,086 S 33,100,143 $§ 297,952 $ 62,981,943 $ 60,782,482

See accompanying notes to the financial statements,



City of Sturgeon Bay, Wisconsin

Statement of Net Position - Continued

Proprietary Funds
December 31, 2018

With Summarized Financial Information as of December 31, 2017

Liahilities:
Current liabilities:
Accounts payable
Other accrued liabilities
Due to other funds
Customer deposits
Current portion of long-term debt
Total current liabilitias
Noncurrent liabilities:
Genera! obligation debt
Caompensated absences
Net pension Hability
Total noncurrent ltabilities
Total Habilities

Deferred inflows of resources:
Related to pensions

Total kabilities and deferred
inflows of rescurces

Net position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

Tatal ahifities, deferred inflows
of resources and net position

Nenmajor
Fund
Sewaer Water Electric Solid Totals

Utility Utility Utility Waste 2018 2017
S 131,434 $ 51,670 $ 1,229575 S - % 1,412,679 § 1,541,648
- - - 3,659 3,659 4,149
97,062 374,379 829,411 - 1,300,852 1,170,823
- - 161,479 - 161,479 141,655
- - 8,192 - 8,192 88,906
228,496 426,049 2,228,657 3,659 2,886,861 2,947,181
B - 30,721 - 30,721 38,914
52,536 51,277 293,131 - 356,944 366,985
- - - - - 80,823
52,536 51,277 323,852 - 427,665 486,722
281,032 477,326 2,552,508 3,659 3,314,526 3,433,903
51,663 51,896 455,529 43,118 602,206 255,764
332,695 529,222 3,008,038 46,7717 3,916,732 3,689,667
10,025,343 13,841,153 23,661,691 178,340 47,706,527 46,232,035
525,126 - - - 525,126 522,358
3,099,592 1,230,711 6,430,420 72,835 10,833,558 10,338,422
13,650,061 15,071,864 30,092,111 251,175 59,065,211 57,092,815
$ 13,982,756 § 15,601,086 $ 33,100,149 S 297,952 $ 62,981,943 $ 60,782,482

See accompanying notes to the financial statements.



City of Sturgeon Bay, Wisconsin

Statement of Revenues, Expenses and Changes in Net Position

Proprietary Funds

For the Year Ended December 31, 2018

With Summarized Financial Information for the Year Ended December 31, 2017

Operating revenues:
Charges for services
Other operating revenues
Total operating revenues

Operating expenses:
Operation and maintenance
Depreciation
Total operating expenses

Qperating income

Nonoperating revenues (expenses):
Interest income
interest expense
Other .
Total nonoperating revenues {expenses)

Net income befare transfers

Capital contributions
Transfers out

Change in net position
Net position - heginning, as restated

Net position - ending

See accompanying notes to the financial statements.

Nonmajor
Fund
Sewer Water Electric Solid Totals

Utility Utility Utility Waste 2018 2017
5 2,205,090 $ 2,209,852 S5 14,897,540 S 451,471 $ 19,763,953 $ 20,197,630
27,773 109,984 364,145 - 501,902 652,635
2,232,863 2,319,836 15,261,685 451,471 20,265,855 20,850,265
1,414,007 1,194,236 12,616,720 417,940 15,642,903 16,571,677
434,807 573,713 1,441,462 47,390 2,497,372 2,170,670
1,848,814 1,767,949 14,058,182 465,330 18,140,275 18,742,347
384,049 551,887 1,203,503 {13,859} 2,125,580 2,107,918
41,237 12,748 238,605 292,590 208,077
- - {2,376} - {2,376} {2,609)
360 819 44,543 50,419 96,141 19,552
41,597 13,567 280,772 50,419 386,355 225,020
425,646 565,454 1,484,275 36,560 2,511,935 2,332,938
- 56,393 290,885 - 347,278 727,430
- {374,379) {516,038) {2,400) {886,817} {876,505}
425,646 247,468 1,265,122 34,160 1,972,396 2,183,863
13,224,415 14,824,396 28,826,989 217,015 57,092,815 54,908,952
$ 13,650,061 $ 15,071,864 §$ 30,092,111 $ 251,175 $ 59,065,211 S 57,092,815
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City of Sturgeon Bay, Wisconsin

Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2018

With Summarized Financial Information for the Year Ended December 31, 2017

Nonmajor
Fund
Sewer Water Electric Solid Totals
Utility Utility Utility Waste 2018 2017

Cash fiows fram operating activities:
Cash received from customers

$ 2,164,951 $ 2,300,063 $ 14,915,197 S 451,524

5 19,831,735 § 20,917,412

Cash payments to suppliers (1,241,738} (977,330)  (12,009,354) (234,402) (14,462,824) (15,290,019}

Cash payments to employees {211,143) {204,630) {637,003) - {181,280) {1,234,056) {1,089,299)
Net cash provided (used) by operating activities 712,070 1,118,103 2,268,840 35,842 4,134,855 4,538,094
Cash fiows from noncapital financing activities:

Other nonoperating revenue 360 819 44,543 50,419 96,141 19,552

Due to/ffrom other funds {254,686) 193,243 60,405 - {1,038} -

Transfer out - {374,379) {510,038) {2,400} {886,817} {876,505)
Net cash provided {used) by noncapitat

financing activities {254,326) {180,317} {405,090) 48,019 {791,714} {856,953)
Cash Hows from capital and related financing activities:

Acquisition of capital assets {471,998} {997,617} [2,413,342) - (3,882,957} {3,853,552)

Sales of capital assets 54,493

Cost of removal of capital assets {441,764}

Capital contributions - 56,393 290,885 - 347,278 681,030

Principal payments or tong-term debt - - {8,193) ~ (80,714} (88,907) (88,500}

Interest payments on long-term debt - - {2,376) - {2,376} {3,113)
Net cash provided {used) by capital

and refated financing activities {471,998) {941,224} (2,133,026) (80,714} (3,626,962} {3,651,806)
Cash flows from investing activities:

Purchase of investments {26,983) {9,310} {135,877 - {172,470} {160,507)

Interest income received 41,237 12,748 238,605 - 292,590 208,077
Net cash provided {used) by investing activities 14,254 3,438 102,728 - 120420 47,570
Change in cash and cash equivalents - - {166,548) 3,147 {163,401} 76,905
Cash and cash equivalents - beginning - - 1,787,9G0 53,756 1,841,656 1,764,751

Cash and cash equivalents - ending 5 -

$ 1621352 §

56,903 $ 1,678,255 $§ 1,841,656

See accompanying noles to the financial statements.
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City of Sturgeon Bay, Wisconsin

Statement of Cash Flows - Continued
Proprietary Funds
For the Year Ended December 31, 2018

With Summarized Financial information for the Year Ended December 31, 2017

Nonmajor
Fund
Sewer Water Electric Solid Totals
Utility Utility Utitity Waste 2018 2017
Reconciliation of operating income (loss} to net
cash provided {used} by operating activities:
QOperating income $ 384,049 $ 551,887 S 1,203503 $ (13,859) $ 2,125,580 $ 2,107,918
Adjustments to reconcile operating income
{loss}) te net cash provided {used) by
operating activities:
Depreciation 434,807 573,713 1,441,462 47,350 2,497,372 2,282,334
Change in pension related assets, deferred
outflows, liabilities and deferred inflows 3,500 3,703 23,798 3,098 34,099 78,195
Changes in assets and labilities :
Receivahbles {67,912) (19,773} {366,312} 53 {453,944} 62,279
Inventory {584) (2,703} 14,721 - 11,434 39,066
Prepaid items - - {10} - (10} -
Accounts payable {44,689} 9,566 {93,496} {350) {128,969} {36,790}
Acerued and other current liabilities - - - {490) {490} 304
Customer deposits - - 19,824 - 19,824 4,868
Compensated absences 2,899 1,710 25,350 - 29,959 {80)
Net cash provided {used) by operating activities $ 712,070 S 1,118103 § 2,268,840 S 35,842 5 4,134,855 $ 4,538,094

See accompanying notes te the financial statements.
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City of Sturgeon Bay, Wisconsin
Notes to Basic Financial Statements

Note 1: Summary of Significant Accounting Policies
Introduction

The City of Sturgeon Bay, Wisconsin {the “City”} is located in Door County, Wisconsin, and was incorporated under
the provisions of the constitution and general statutes of the state of Wisconsin. The City operates under a
mayer-council form of government and provides a full range of services including public safety, roads, sanitation,
culture and recreation, planning, and general administrative services. The accompanying financial statements
conform to accounting principles generally accepted in the United States as applicable to governments. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. ‘

The following is a summary of the more significant accounting policies of the City.
The Financial Reporting Entity

This report includes all of the funds of the City of Sturgeon Bay, Wisconsin. The reporting entity for the City
consists of {a) the primary government, (b} organizations for which the primary government is financially
accountable, and (c) other organizations for which the nature and significance of their relationship with the
primary government are such that their exclusion would cause the reporting entity’s financial statements to be
misleading or incomplete. A legally separate organization should be reported as a component unit if the elected
officials of the primary government are financially accountable to the organization. The primary government is
financially accountable if it appoints a voting majority of the organization’s governing body and (1) it is able to
impose its will on that organization or (2) there is a potential for the organization to provide specific financial
benefits to or burdens on the primary government. The primary government may be financially accountable if an
organization is fiscally dependent on the primary government.

A legally separate, tax-exempt organization should be reported as a component unit of a reporting entity if all of
the following criteria are met: {1) the economic resources received or held by the separate organization are
entirely or almost entirely for the direct benefit of the primary government, its component units, or its
constituents; (2) the primary government is entitled to, or has the ability to otherwise access, a majority of the
economic resources received or held by the separate organization; (3) the economic resources received or held by
an individual organization that the specific primary government, or its component units, is entitled to, or has the
ability to otherwise access, are significant to that primary government. According to this criteria, the City has not
identified any component units that are required to be included in the basic financial statements
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City of Sturgeon Bay, Wisconsin
Notes to Basic Financial Statements

Note 1: Summary of Significant Accounting Policies {Continued)

lointly Gaverned Organizations
Daor County Library

The City is a participant with Door County, Wiscansin in a joint venture to operate the Door County Library. The
Door County Library is governed by a seven member board composed of two members of the City Council and five
members appointed by Door County. The City and County are obligated by agreement te fund ane-half of the
utilities, janitorial service, insurance, maintenance and repair and related supplies for grounds, building, its
contents and equipment lacated af the library. During 2018, the City remitted an appropriation of $76,238 to Door
County for the library. The library building is owned by the City and is included in the capital assets of the
governmental activities. Complete financial statements for the Door Cotnty Library can be obtained from Door
County at 421 Nebraska St. Sturgeon Bay, Wisconsin 54235,

Door County Tourism Zone

The City is a participant with all other Daor County municipalities in a joint venture to create the Door County
Tourism Zone as prescribed under Wisconsin Statue 66.0615. The Tourism Zone is responsible for collecting a 5.5%
room tax on the gross receipts from retail furnishing of rooms or lodgings over all of the member municipalities.
The Tourism Zane pays 66% of the collections to the Door County Visitor Bureau, 30% to the member
municipalities and retains 4% for its operations. During 2018, the City received $191,160 of room tax from the
Tourism Zone. Complete financial information for the Door County Tourism Zone Commission can be obtained
from is office in Sister Bay, Wisconsin. Revenue received is recorded in the general fund of the City.

Basis of Presentation
Government-Wide Financial Statements

The statement of net position and statement of activities display information about the reporting government as a
whole. They include all funds of the reporting entity except for fiduciary funds. The statements distinguish
between governmental and business-type activities. Governmental activities generally are financed through
taxes, intergovernmental revenues, and other nonexchange revenues. Business-type activities are financed in
whoie or in part by fees charged to external parties for goods or services.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. The City does not allocate indirect expenses to functions in the statement of activities. Program
revenues include (a) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided hy a given function or segment and (b) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.
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City of Sturgeon Bay, Wisconsin
Notes to Basic Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)
Basis of Presentation (Continued)

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the City’s water, waste water, storm water, solid
waste, and various other functions of the government. Elimination of these charges would distort the direct costs
and program revenues reported for the various functions concernied. '

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally resuit from providing services and producing and delivering goods in connection with a
proprietary fund’s principal angoing operations. The principal operating revenues of the enterprise funds are
charges to customers for sales and services. Operating expenses for enterprise funds include the cost of sales and
service, administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are availabie for use, it is the City’'s policy to use restricted
resources first, then unrestricted resources, as they are needed.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into individual funds, each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self-balancing
accounts, which constitute its assets, deferred outflows of resources, liabilities, deferred inflows of resources,
fund equity, revenues, and expenditures/expenses.

Funds are organized as major funds or nonmajor funds within the governmental and proprietary statements.
Fiduciary funds are organized by fund type. An emphasis is placed on major funds within the governmental and
proprietary categories. A fund is considered major if it is the primary operating fund of the City or meets the
following criteria:

o Total assets and deferred outfiows of resources, liabilities and deferred inflows of resources,
revenues, or expenditures/expenses of that individual governmental fund or enterprise fund are at
least 10% of the corresponding total for all funds of that category or type.

s Total assets and deferred outfiows of resources, Eabilities and deferred inflows of resources,
revenues, or expenditures/expenses of the individual governmental fund or enterprise fund are at
least 5% of the corresponding total for all governmental and enterprise funds combined.

+ In addition, any other governmental or proprietary fund that the City believes is particularly important
to financial statement users may be reported as a major fund.
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City of Sturgeon Bay, Wisconsin
Notes to Basic Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Basis of Presentation (Continued)
Major Funds
The City reports the following major governmental funds:

General Fund — This is the City’s primary operating fund. It accounts for all the financial activity that is not
accounted for and reparted in anather fund.

Capital Improvements Fund — This fund accounts for the acquisition or construction of major capital facilities
other than those financed by proprietary fund types.

The City reports the following majof proprietary funds:

Sewer Utility — The Sewer Utility accounts for the operations of the City’s sanitary sewer system,
Water Utility — The Water Utility accounts for the operations of the City's water system.
Electric Utility — The Electric Utility accounts for the operations of the City’s electric utility system.

Measurement Focus and Basis of Accounting

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardiess of when the related cash transaction takes
place. Revenues, expenses, gains, losses, assets, and liahilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place. Property taxes are recognized as revenues in the year
for which they are levied, Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met. '

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available (susceptible to accrual). "Measurable” means the amount of the transaction can be
determined and "available” means collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the City considers revenues reported in the governmental funds to be
available if the revenues are collected within 60 days after the end of the current fiscal year. Expenditures are
recognized when the related fund liability is incurred, except for unmatured interest on long-term debt, claims,
judgments, compensated absences, and pension expenditures, which are recorded as fund liabilities when
expected to be paid with expendable available financial resources.
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Note 1: Summary of Significant Accounting Policies (Continued)

Measurement Focus and Basis of Accounting (Continued)

The City’s share of property taxes is recorded in the year levied as a receivable and a deferred inflow of resources.
Property taxes are recognized as revenues in the succeeding year when services financed by the levy are being
provided. In addition to property taxes for the City, taxes are collected for and remitted to the state and county
governments as well as the local school districts and technical coliege district. Taxes for ali state and local
governmental units (other than the City) billed in the current year for the succeeding year are reflected as due to
other taxing units in the accompanying statement of net position and balance sheet.

Entitlements are recorded as revenues when all eligibility requirements are met, including any time requirements,
and the amount is received during the period or within the availability period for this revenue source (within 60
days of year-end). Expenditure-driven grants are recognized as revenue when the qualifying expenditures have
been incurred and all other eligibility requirements have been met and the amount is received during the period
or within the availability period for this revenue source {within 60 days of year-end).

In the government-wide financial statements, special assessments are recognized as revenues when levied against
the benefiting properties. in governmental fund financial statements, special assessments are recorded as
revenues when they become measurable and available as current assets. Annual installments due in future years
are reflected as receivables and unavailable revenues. Delinquent special assessments being held for coliection by
the county are reported as receivables and unavailable revenues in the General Fund.

Revenues susceptible to accrual include property taxes, miscellaneous taxes, public charges for services, and
interest.

Other general revenues such as fines and forfeitures, inspection fees, recreation fees, and miscellaneous revenues
are recognized when received in cash ar when measurable and available under the criteria described above.

Proprietary funds are accounted for on the accrual basis. Revenues such as user fees are recognized in the
accounting period in which they are earned; expenses are recognized in the period incurred. Water service
charges to consumers are billed at rates established by the Wisconsin Public Service Commission, Waste water,
storm water, and solid waste service charges to consumers are billed at rates established by the City’s common
council. All classes of utility consumers are billed on a quarterly basis, except parking utility for which revenue is
generated from meters and parking lot permit fees.

Cash and Investments

For purposes of the statement of cash flows, the City considers all highly liquid investments with a maturity of
three months ar less when purchased to be cash equivalents.

Investments of individual funds are pooled unless maintained in segregated accounts and are carried at cost.
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City of Sturgeon Bay, Wisconsin
Notes to Basic Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)
Receivables and Revenue Recognition

Under Wisconsin law, personal property taxes and the first installment of real estate taxes are due January 31 and
are collected by city, village, and town treasurers or clerks, who then make settlements with schoai districts and
with county treasurers for certain purposes. By contractual agreement, the County Treasurer collects the taxes
through January on behalf of the City. These transactions are accounted for in the General Fund. The second
installment of real estate taxes {(due July 31} and delinquent taxes are collected and settled by the county
treasurer.

The 2017 tax levy is budgeted as property tax revenue for the year 2018 and is recognized as revenue in 2018 to
the extent available. Real property tax assessments for the 2017 tax levy were based on assessed valuations as of
January 1, 2017. The City levied property taxes pursuant to law in December 2017, at which time an enforceable
tegal claim is attached to properties. Door County obtains liens on property for which taxes are delinquent on the
third Tuesday in October each year. The County pays the City in full for real estate taxes by August 31 each year.

The property taxes are recorded as a receivable in the General Fund, with corresponding amounts due other
governments and governmental fund types. Since the property taxes are levied for the subsequent year, the
property taxes due governmental funds for City purposes are recorded as a deferred inflow of resources in the
governmental funds. This amount is recognized as revenue in the following year. Property taxes due to other
governments are recorded as liahilities.

In determining when to recognize intergovernmental revenues {grants, subsidies, and shared revenues), the legai
and contractual requirements of the individual programs are used as guidance. There are, however, essentially
two bases for this revenue recognition. In one, monies must be expended on the specific purpose or project
before any amounts will be paid to the City; therefore, revenues are recognized based upon the expenditures
recorded. In the other, monies are virtually unrestricted as to purpose of expenditure and nearly irrevocable, i.e.,
revocable only for failure to comply with prescribed compliance requirements, e.g., equal employment
opportunity. These resources are reflected as revenues at the time of receipt or earlier if they meet the criterion
of availability. Unearned revenue is recorded for grant funds received but not earned. A receivable is recorded
for grant funds earned but not received.

Income from investments is recognized when earned.

Special assessments receivable are recorded as levied. Current revenues represent the amounts considered
available as explained above.

Loans receivables - The City has received federal and state grant funds for economic development and housing
rehabilitation loan programs and has passed the funds to various businesses and individuals in the form of loans.
The City records a loan receivable and expenditure when the loan has been made and the funds disbursed. No
allowance for uncollectible accounts has been provided since it is believed that the amount of such allowance
wotuld not be material to the basic financial statements. In the governmental Funds, the City records a deferred
inflow of resources for the net amount of the receivable. As the loans are repaid, revenue is recognized. Any
unspent loan proceeds are presented as restricted fund balance in the fund financial statements,
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City of Sturgeon Bay, Wisconsin
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Note 1: Summary of Significant Accounting Policies (Continued)

Inventories and Prepaid ltems

Proprietary fund inventories are generally used for construction and for operation and maintenance work. They
are not for resale. inventory items are expensed in the period used. Any materials and supplies on hand at year-
end are valued at the lower of cost, determined on the first-in, first out (FIFO)} method, or market, Governmental
fund inventary items are charged to expenditure accounts when purchased. Year-end inventory was not
significant,

Payments made to vendors for services that will benefit periods beyond December 31, 2018, are recorded as
“prepayments. The cost of these services is recorded as expense when consumed rather than when purchased.

Capital Assets

Capital assets are recorded at historical cost or estimated historical cost for assets where actual historical cost is
not availahle. Donated assets are recorded as capital assets at their estimated acquisition value at the date of
donation. The City maintains a