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To the Honorable Mayor and Common Council
City of Lake Geneva, Wisconsin

We have completed our sudit of the basic financial statements of the City of Lake Geneva, Wisconsin (the “City")
for the year ended Dacember 31, 2011. The City's financial staternents, including our report therson dated
May 7, 2012, are presented in a separate audit report document. Professional standards require that we provide
you with the following information related o our audil.

Our Responsibilities Under WS Generally Accepted Auditing Standards

As stated in our engagement fetier, our responsibility, as described by professional standards, is io plan and
perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement and are fairly pressnted in accordance with accounting principles generally accepied in the
United States of America. Because an audit is designed to provide reasonable, but not abscluis, assurance and
hecause we did net perform a detailed examination of all fransactions, there is a rigk that material errors, fraud,
noncempliance with the provisions of laws, regulations, confracts and grants or other illegat acts may exist and
not be detected by us.

in planning and performing our audit, we considered the City's internal contral over financial reporting in order to
determine our suditing procedures for the purpose of expressing cur opinions on the financial statements and not
to provide assurance on the internat control over financial reporiing.

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

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previcusly communicated {o you in our
correspondence about planning matfers.

Significant Audit Findings

Consideration of Internal Controf

In planning and performing our audit of the financial statements of the City 25 of and for the year ended
Dacember 31, 2011, in accordance with suditing standards generally accepted in the United Siates of America,
we considered the City's internal control over financial reporting (infernal confrol) as a basis for designing our
auditing proceduras for the purpose of expressing our opinion on the financial statements, but not for the purpose
of exprassing 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 infernal control. Our report on internal control over financial reporting
and on compliance and other matiers is presented on pages 54 - §5 of the annual report.
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Our consideration of internal control was for the limited purpose described in the preceding paragragh and would
not necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses.

A deficiency in internal control exists when the design or operation of a2 control doas not allow management or
smployees, in the normal course of performing their assigned funciions, fo prevent or detect and sorract
misstaternents on a timely basis. A maierial weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that 2 material misstatement of the financial siatements will not
be prevenied or detected and corrected on a timely basis. A significant deficiency is a conirol deficiency, or a
combination of control deficiencies, that is less severe than a2 material weakness, yei important enough to merit
atiention by those charged with governance, We consider the following deficiencies to be significant deficiencies
in intsrnal control:

Finding 2011-01 Segregation of Duties
Finding 2011-02 Year End Closing and Financial Reporiing

These findings are described in detail in the schedule of findings and responses on pages 58 - 57 of the annual
report.

Qualitative Aspects of Accounting Praciices

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

Accounting estimates are an integrai part of the financial stalements 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 o the financial staiements
and because of the possibility that future events affecting them may differ significantly from those expected. The
most sensiiive estimaies included in the financial statemenis were:

Management's estimate of the other post employment benefits is based on an actuarial report.
We evaluated the key factors and assumptions used to develop the other post employment
benefits in determining that it is reasonable in relation to the financial statements taken as a
whole.

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

Management's estimate of the incurred, but not reported (IBNR) insurance reserves are based on
actuarial projections of the expected cost of the uliimate settlerment and administration of claims.
We evaluated the key factors and assumptions used o develop the reserves in determining that it
is reasonabie in relation to the financial stataments iaken as a whole.

Difficufties Encountered in Performing the Audit

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




Correctsd and Uncorrected Misstatements

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

Disagreements with Management

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

Management Representations

We have regussted ceriain representations from management that are included in the management
representation letter dated May 7, 2012, The management representation leiter Toliows this cormmunication.

Management Consultations with Other independent Accountanis

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

Ciher Audit Findings or Issues

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

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

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

Sincersly,

Certtified Public Accountants
Green Bay, Wisconsin
May 7, 2012
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Schenck 8C

2200 Riverside Drive

F.0. Box 23819

Grean Bay, Wi 54305-3819

We are providing this letter in connection with your audit of the financial statemenis of the City of Lake
Geneva, Wisconsin as of December 31, 2011 and for the year then anded for the purpose of expressing
opinions as to whether the financial statements present fairly, in all material respecis, the respective
financial position of the governmental activities, business-type activilies, each major fund, and the
aggregate remaining fund information of the City of Lake Geneva, Wisconsin and the respective changes
in the financial pesition and where applicable, cash flows thereof, in conformity with accounting principles
generally accepied in the United Siates of America. We confirm thatl we are responsible for the fair
prasentation of the previously mentioned financial statements in conformity with accounting princinles
generally accepted in the Uniled Stales of America. We are also responsible for adopting scund
accouniing policies, establishing and mairiaining effective infernal conirol over financial reporting, and -
preventing and detecting fraud.

Ceartain representations in this lefter are described as being limited to matters that are material. llems are
considered material if they involve an omission or misstatement of accounting information that, in light of
surrounding circumsiances, makes it probabile that the judgment of 2 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 ameount could be considered matarial as a resulf of qualitative
factors.

We confirm, to the best of our knowiedge and belief, as of May 7, 2012, the following represeniations
made to you during your audit,

1. The financial statements referred fo above are fairly presented in conformity with accounting
principles generally accepted in the United States of America and include ail properly classified funds
and other financial information of the primary government as required by accounting principles
generally accepted in the United States of America to be included in the financial reporting entity.

2. We have made available to you all-

a. Financial records and related data.

b. Minuies of the meelings of the Cily Council or summaries of actions of recent mestings for which
minuies have not yet been prepared.

3. There have been no communications from reguiatory agendcies concerning noncompliance with, or
deficiencies in, financial reporting practices.

4. There are no material iransactions that have not been properly recorded in the accounting records
underlying the financial.
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12.

13.

We acknowiedge cur respensibility for the design and implemeniation of programs and controls to
prevent and detect fraud,

We have no knowledge of any fraud or suspetied fraud affecting the entity involving:
a. Management,

b. Employees who have significant roles in intermnal control, or

c. Others where the fraud could have a material effect on the financial statemenis.

We have no knowledge of any allegations of fraud or suspected fraud affecting the entity received in
communications from employees, former empicyess, analysts, reguiators, or oihers.

We have a process to tfrack the status of audit findings and recommendations.

We have identified to you any previous audits, attestation engagements, and other siudiss 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 aciions, for the report.

. The City has no pians or intentions that may materially affect the carrying value or classification of

assets, liabilities, or squity.
The following, if any, have been properly recorded or disclosed in the financial statements:

a. Related party transactions, including revenues, expenditures/expenses, loans, fransfers, leasing
arrangements, and guaraniess, and amounts receivable from or payable to related pariies.

b. Guaraniees, whether wriilen or oral, under which the City is confingenily liable.

c. Aill geccounting estimatas that could be material to the financial statements, including the key
factors and significant assumptions underlying those estimates and measurements. We believe
the estimales and measurements are reasonable in the circumstances.

d. Joint veniures, jointly governed organizations, and other related organizations.

e. Arrangements with financial institutions involving repurchase, reverse repurchase, or securities
lending agreements, compensating balances, or other arrangements involving resirictions on
cash balances and line of credit or similar arrangements.

f.  Pariicipation in 5 public entity risk pool.

We are responsible for compliance with the laws, reguiations, and provisions of coniracts and grant
agreements applicable {o us, including tax o debt limits and debt confracis; and we have identified
and disclosed to you all faws, regulations and provisions of contracts and grant agreements that we
believe have a direct and matsrial effect on the determinalion of financial statement amounis, or other
financial data significant to the audit objectives, including tegal and coniractual provisions for
reporting specific activilles in separate funds.
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14,

15.

18.

17.

18.

18.

20.

21.

22,

23.

24.

25.

26.

27.

There are no—

a. Violations or possible violations of budget ordinances, laws and regulations (including those
periaining fo adopting, approving, and amending budgets), provisions of contracts and grant
agreements, tax or debt limits, and any related debt covenants whose effecls should be
censiderad for disclosure in the financial statements, or as a basis for recording 2 loss
centingency, or for reporfing on noncompliance,

b. Unasseried claims or assessmenis that our lawyer has advised us are probable of assertion and
must be disclosed in accordance with generalty accepied accounting principles.

¢.  Other liabilities or gain or loss contingencies that are required {0 be scerued or disclosed by
generally accepled accounting principles.

As part of your audit, you assisted with preparation of the financial statementis and related notes. We
have designated an individual with suitable skill, knowledge, or experience to oversee your services
and have made all management decisions and performed ail management functions. We have
reviewed, approved, and accepied responsibility for those financial statements and relaiad notes.

The City has satisfactory {itle to all owned assets, and there are no liens or encumbrances on such
assels nor has any asset been pledged as coliateral.

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.

We have followed all applicable laws and regulations in adopting, approving, and amending budgets.

The financial statements inciude all component units as well as joint ventures with an equity interest,
and properly disciose all other joint ventures andg other related organizations.

The financial statements properly classify all funds and activities.

Ali funds that meet the quantitative criteria in GASE Staiement 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 fo financial statemeant users.

Components of net assets (invested in capital asseis, net of related debt, restricted, and unrestricted)
ahd components of fund balance (nonspendable, restricted, committed, assigned and unassigned)
are property classified and, if applicable, approved.

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 reasonabls basis.

Revenues are appropriately classified in the statement of aclivities within program revenues or
general revenues.

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

Deposits and investment securities and derivative transactions are properly classified as 1o rigk and
are properly disclosed.
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28.

29.

30,

31.

32.

33.

34.

35.

36.

37.

38.

Capital assets, including infrastruciure and intangible assets, are properly capitalized, reported, and,
if appiicable, depreciated.

We acknowledge cur responsibility for the required supplementary information {RSI). The RSlis
measured and presented within prescribed guidelines and the methods of measuremant and
presentation have not changed from those used in the prior pericd. We have disclosed to you any
significant assumptions and interpretations underlying the measurement and presentation of the RSL

We acknowledge our responsibifity for presenting the nonmajor fund combining statements, individual
fund statements, and supporting schedules, (the supplementary informaiion) in accordance with
accouniing principies generaily accepted in the United Slates of America, and we believe the
supplementary information, including its form and content, is fairly presentad in accordance with
accounting principies generally accepted in the United Siates of America. The methods of
measurement and presentation of the supplementary information have not changed from those used
in the prior pertod, and we have disclosed o you any significant assumptions or interpretations
underlying the measurement and presentation of the suppiementary information

We agree with the findings of specialists in evaluating the other post-empioyment benefits, pension
benefits, and incurred but not reported ¢laims and have adequately considered the qualifications of
the specialist in determining the amounts and disclosures used in the financial statements and
underlying accounting records. We did noi give or cause any instructions to be given to specialists
with respect to the values or amounts derived in an attempt to bias their work, and we are not
otherwise aware of any matiers that have had an impact on the independence or abjectivity of the
specialists.

The fact that the amount of “uncoliateralized” deposits or “uninsured, unregistered securities held by
the counterparty, or by its trust department or agent but not in the entity’s name” during the pericd
significantly exceeded the amounts in those calegories as of the balance sheet was properly
disclosed in the financial statements.

The methods and significant assumptions used (o determine fair values of financial instruments are
as follows: Fair value is the amount at which a financial instrument could be exchanged in a current
fransaction between willing parties, other than in a forced or liguidation sale. The methods and
significant assumpfions used resulf in 3 measure of fair value appropriate for financial siaterment
measurement and disclosure purposes.

Receivables recorded in the financial statements represent valid claims against debtors for
transactions ansing on or before the balance sheet date and have been appropriately reduced to their
estimated net realizable value.

Capiial asseis have been evaluated for impairment as a result of significant and unexpected decline
in service utility.

We believe that the actuarial assumptions and methods used to measure pension ang OPEB
liabilities and costs for financial accounting purposes are appropriate in the circumstances,

We do not pian {6 make frequent amendments {0 our pension or other post-retirement benefit plans.

Expendifures of federal awards were below the $500,000 threshold in the year ended December 31,
2011, and we were not required to have an audit in accordance with OMB Circufar A-733.




Schenck SC
May 7, 2012
Page 5

38. We have evaluated and classified any subsequent events as recognized or nonrecognized through
the daie of this letter. No events, including instances of noncompliance, have occurred subseguent fo
the balance sheet date and through the date of this letter that would require adjustment to or

disclosure in the aforementioned financial statements

SN,
Signed: f"”:éiré’i, / - &%{f«f’{ )

Peg Poliftt, City Comptrolier
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Dennis Jordan, City Adrgmi"gtraior
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City Gevernmental Fund Balances

Presented below Is 2 summary of the various City governmental fund balances on December 31, 2011, including
a comparison o the prior year. This information is provided for assisting management in assessing financial
results for 20011 and for indicating financial resources available at the start of the 2012 budget year,

12011 | 2010 |
General Fund
MNonspendable
inventoties and prepald items $ 8522 § .
Prepaid items 127,318 119,206
Assignad 211,804 161,460
Unassigned 2,245,317 2,105,588
Total General Fund 2,592 961 2,386,254
Special Revenue Funds
Parking meters and iots
Assigned 525,000 450,000
Lakefront operations
Assigned 610,280 513,960
Fublic Library
Restricted for library 313,977 297,113
Assigned
Cemetery operations 81,466 72,211
Total Special Revenue Funds 1,530,723 1,333,284
Debt Service Funds
Resfricted for debt service 102,504 {53,895)
Capiial Projects Funds
Capital improvemenis
Restricied for debt proceeds 1,254,725 -
Assigned for capital improvements 166,932 161,451
Total 1,421,660 161,451
Tax incremental financing district no. 4
Restricted for district plan expenditures 5,935,608 5,852,160
impact fees
Restricted for impact fees 249 688 223,209
Total Capital Projects Funds 7,607,256 6,236,820
Permanent Fund
Cemetery perpetual care
Monspendabig 352,545 383,741
Totals $ 12225989 & 10286204

General Fund

Cverall, the City's general fund increased $206,707. The City's assigned and unassigned general fund balance
represents approximately 30% of the total 2011 budgeted general fund expenditures. The increass in general
fund batance is primarily due to unbudgeted proceeds from sale of assets of $86,885 and transfers which
exceeded budget by $86,324.




COMMENTS AND OBSERVATICNS

Fund Balance Reporling

The City's 2011 financial statements were prepared with changes set forth in GASB Statement No. 54 Fund
Balance Reporting and Governmental Fund Type Definitions. in following the new staiement, the City began
using different fund balance ferminology and classifications.  The new fund balance classifications of
rastricted, commitied, assigned and unassigned were used to report year end balances based on prior year
Common Council actions and policies.

GASE Statement No. 54 requires governmeants io adopt a written policy regarding implementation of the
standard. Alihough prior year Common Council action has provided some guidance to report fund balances,
it has not addressed all #ems listed in the new standards or used the definitions described in the standard.
Accordingly, we recommend the Commmon Council adopt a new fund balance policy that addresses the
following items:

= Establishment of any commitied fund balances, including the purpose and commitied revenue sources for
special revenue funds.

o Authority level required to assign fund baiances.
Specific order of spend-down of fund balances.
Minimum target Jevel of unassigned general fund to be relained for working capital and cash flow
PUrpOses,

We are available to assist you in developing a new fund balance policy.

Changes to Government Auditing Standards

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

During the current vear audit, we have provided the foliowing non-audit services to the City:

e Proposing GASB 34 conversion entries o convert your fund financial statemenis 1o government-wide
financial statements;

e Preparing financial statements, including related notes, state financial reports and public service
commission reports basad on your adjusied trial balance.

In order for us fo maintain owr independence and {c issue an ungualified opinion on your financial statements,
you need fo document steps that you take in order o accept responsibility for all nen-audit services we
provide to you. This includes:

Understanding the setvices to be performed sufficiently to oversee them; ;

Designating an individual who possess suitable skill, knowledge, or experience to oversee our services;
Evaluating the adequacy and results of the services performed; and

Accepting responsibility for the resulis of the services.

a2 & B &

Currently, the City has a Compirollst who has been assigned the task of working with us in completing your
audit. Accordingly, appropriate safeguards are currently in place 1o oversee our future services and the new
standards, which are effective for your December 31, 2012 audit, should not have a significant impact on the
City's future audils.

Schenck will be offering a free webinar in fall 2012 on Understanding Your Financial Statemenis. We
encourage an City emploves or Council member io attend this webinar,
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3. Maximizing Segregation of Duties over Municipal Court Functions

Currently, the Municipal Court holds a separate checking account where virtually one emplovee has control
over the receipt, disbursement and reconciling processes. This does not allow for a proper segregation of
duties.

To strengthen internal controls over this separaie bank account, we recommend the City have the Comptroller
periodically reconcile the account or have the Complroller review, sign and date the reconciliation when it is
completed.

4. Receipt Processes In Police Depariment

As part of our audit we obiained an understanding of the receipting processes at the City and in its various
departments. We have observed that controls over the receipt processes in the Police Department could be
strengthened with some madification,

Currently, the Police Depariment collects cash at the dispatcher's office. Money is collected by the dispatcher
for parking viclations, traffic citations, bail, and restifution. In general, when the dispatchers take in
collections, there are mulliple ways fo receipt a payment. For example, traffic citations are given a manuai,
pre-numbered receipt. Parking Viclations are given a manual, casual receipt. Bonds and warranis are given
a manual pre-numbered receipt. After a receipt is issued and funds were placed in the drawer, the amount
collected is logged in a "green book.” This book is used i6 reconcile the amount in the drawsr when the funds
are picked up by the court or the Treasurer. The risk of error increases with the usage of different types of
receipts.

Therefore, we recommend that the City consider eliminating the usage of the manual receipts in the Police
Department and instead have a cash receipting drawer which fies into the general ledger sysiem where
receipts would automatically be pre-numbered and could be easily balanced to the daily deposit.

5 Permit lssuance

As part of our audit, we obtained an understanding of the building permit issuance process at the City. Based
on our review, we believe controls over the building permit processes could be strengthened with some
modification.

Currently, nio reconciliation of the permits issued to the fees collected ococurs. We recommend that an

employee outside of the permit issuance and revenue collection process monitor and reconcile the permits
issued to the revenue collected.

6 Capital Asset Records

During implementation of GASB Statement No. 34, the City capitalized approximately $77.2 million of
infrastructure improvements; however, these improvements are not gpecifically identified so that the City can
easily retire these assets when ratired, The specific assei detail is maintained for subsequent year additions.
In addition, the capital asset records are maintained on an excel spreadsheet which can result in potential
calculation errors.

We recommend the City consider allocating the infrastructure assets of $77.2 million or design a system {0

track asset refiremenis in the future. in addition, the City should consider computerizing these records. We
would be able to assist the Cily in developing a methodology to allocate these costs in the future.
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INDEPENDENT AUDITOR'S REPORT ON BASIC FINANCIAL STATEMENTS

To the Mayor and City Council
City of Lake Geneva, Wisconsin

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 Lake Geneva, Wisconsin
("the City"} as of and for the year ended December 31, 2011, which collectively comprise the City's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the City of Lake
Geneva, Wisconsin's management. Our responsibility is to express opinions on these basic financial statements
based on our audit. We did not audit the financial statements of the Water Utility and Sewer Utility enterprise
funds, which represents 100 percent of the asseis and revenues of the City's business-type activities. Those
financial statements were audited by other auditors whose report has been furnished to us, and our opinion,
insofar as i relates to amounts included for the Water Ulility and Sewer enterprise funds, is based on the report of
the other auditors, We did not audit the financial statements of the Oak Hill Cemetery, which is reported as
cemetery operations special revenue fund and cemetery perpetual care permanent fund in the City's financial
statements. The Ozk Hill Cemetery represents 2 percent of the asseis and revenues of the City's governmental
funds. Those financial statements were audited by other auditors whose report has been furnished to us, and our
apinion, insofar as it relates to amounts included for the cemetery operations special revenue fund and cemetery
perpetual care permanent fund, is based on the report of the other auditors. We did not audit the financial
statements of Downtown Lake Geneva Business Improvement District, which represents 2 percent of the assets
and revenues of the City’s governmental funds. Those financial statements were audited hy other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to amounts included for the Downtown Lake
Geneva Business Improvement District is based on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal conirol over financial reporting as a basis for designing audit procedures that
are appropriate in the circumnstances, but not for the purpose of expressing an opinion on the sffectiveness of the
City's internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial siatements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall basic financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions. :

In cur opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City as of December 31, 2011, and the respective changes in financial position
and cash flows, where applicable, thereof and the respective budgetary comparison for the general fund for the
year then ended in conformity with accounting principles generally acoepted in the United States of America.

As described in Note A4, the City has implemented GASB Statemant No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, for the year ended December 31, 2011.
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n accordance with Government Auditing Standards, we have aiso issued our report dated May 7, 2012, on our
consideration of the City's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, confracts and grant agreements and cother matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the resuits of
that testing, and not to provide an opinion on the internal control cver financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the resulis of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 11 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statemenis, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate gperational, economic, or historical contexi. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inguiries of management about the methods of preparing the
inrformation and comparing the information for consistency with management's responses to our inguiries, 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.

QOur audit was conducted for the purpose of forming opinions on the financial statements that coliectively comprise
the City of Lake Geneva, Wisconsin's financial statements as a whole. The combining and individual nonmaijor
fund financial statements are presented for purposes of additional analysis and are not a required part of the
financial statements. The combining and individual nonmajor fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used fo prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whoie,

jMSL

Certified Public Accountants
Green Bay, Wisconsin
May 7, 2012







CITY OF LAKE GENEVA

626 GENEVA STREET
LAKE GENEVA, WISCONSIN 53147
{262) 248-3673 » Fax (282) 246-4715
www.cityoflakegeneva.com

Management’s Discussion and Analysis
Fiscal Year 2011

The management of the Cily of Lake Geneva, Wisconsin (the “City") offers readers of the City's financial
statemnents this narrative and analysis of the financial activities of the Ciiy for the fiscal year ended December 31,
2011.

Finangial Highlights

e As of the December 31, 2011, the assets of the City of Lake Geneva exceeded its liabilities by §71,038,153.
This represents a 1.86% decrease over the 2010 net asset balance of $72,384,817.

s  The general fund balance at the end of 2011 was $2,592,961, an increase of $206,707 from the prior year
while the City's final budget projected an increase in fund batance of $15,208.

Of the general fund balance, $135,840 is nonspendable for prepaid items and deiinguent taxes, $211,804 has
been assigned for various uses, and $2,245,317 is currently unassigned.

» The outstanding general obligation debt as of December 31, 2011 is $7,275,000. This compares to
$5,060,000 at the end of 2010. The City issued General Obligation Promissory Notes for $2,980,000 in July
of 2011 to finance a three-year capitai projects plan. '

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of Lake Geneva's basic financial
statements. The basic financial statements comprise three components: 1) Governmeni-wide Financiai
Statements, 2) Fund Financial Statements and 3} Notes to the Basic Financial Statements.

Government-wide Financial Statements. The Government-wide Financial Statements are designed to provide
readers with a broad overview of the City's finances, in a manner similar to a private-sector business. Financial
information in the government-wide financial statements is reporied as either governmental activities or business-
type activities. Governmental activities are principally supported by taxes and intergovernmental revenues.
Examples of governmental activities are: City Hall operations, police, public works, debt service, cemetery
operations, lakefront operations, public library, tax incremental finance disirict no. 4, capital improvements, and
impact fees.

Business-type (Enterprise} activilies recover all or a significant portion of their costs through user fees and
charges. These activities include the City's water and sewer utilities.

The Siafement of Net Assels presents information on all City of Lake Geneva, Wisconsin's assels and liabilities,
with the difference between the two reported as nef assefs. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the City is improving or decreasing. (See page 10 of
this report]. '




The Statement of Activities presents information showing how the City's net assets changed during the fiscal
vear. All changes in net assetls are reported as soon as the underlying event giving rise to 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 fufure fiscal periods. (e.g., earned but unused vacaiion leave.)
(See pages 11 - 12 of this report.)

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities. The Chy of Lake Geneva, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance related legal
reguirements. All of the City's funds can be divided into three categories; government funds, proprietary funds,
and fiduciary funds. ' '

Government Funds: Governmental funds are used to account for essentially the same functions reported as
governmental aclivities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus con near-ferm inflows and outflows of
spendable resources, as well as on balances of spendable resources availabte at the end of the fiscal year. Such
information may be useful in evalualing the City's near-term financing requirements.

it is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statemenis. 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 governmental funds and governmental activities.

The City has identified four major government funds: General, General Debt Service, Capltal improvements, and
Tax Incremental District No. 4,

General Fund: accounts for the City's primary operating activities,
General Debt Service Fund: accounts for financial resources and payments made on iong-term
general obligation debt,

« Capital improvements fund: accounts for proceeds from long-term borrowing and other
resources to be used for capital improvement projects.

s Tax Incremental District No. 4: accounts for financial sources to be used for the activity in the TIF
District Na. 4.

The net change in fund balances for the year is $1,938,785. The total fund balance for all Government Funds is
$12,225,989. (See pages 13-18)

Proprietary / Enterprise Funds: Enforprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. Proprietary funds provide the same type of
information as the government-wide financial statements, only in more detail. The City has identified two major
enterprise funds:

« Water Utillity: accounts for revenues and expenses for operations of the municipal water
distribution system.

= Sewer Ulility: accounts for operations of the sanitary sewer collection sysiem and wastewater
freatment plant.

The net change in assets for the Water Utility is & decrease of $156,433 and the Sewer Utility had decrease of
$303,016. Water Utility net assets total $13,146,893. Sewer Utility net assets total $14,846,942, for a
proprietary/enterprise fund total of $27,993,835. (See pages 20 - 23)

Fiduciary Funds are used to account for resources held for the benefit of parlies ouiside the government
Fiduciary funds are not reflected in the government-wide financial statement because the resources of those
funds are nof available to support the City's own programs. The accounting used for fiduciary funds is similar to
proprietary funds.




Governmeni-wide Financial Analysis

Met assets. As noted earlier, net assets may serve over time as 2 useful indicator of a government's financial
position. In the case of the City, assets excesded liabilities by $71,038,153 at the close of 2011.

City of Lake Geneva, Wisconsin's Net Assels
Governmerdal Business-type
Activities Activities Totals
2011|2010 Restated 2011 | 2010 2011 1 2040
Current and other assets $ 21,770,108 $ 19,386,708 § 4675850 & 4,434,351 $ 26,446,058 § 23,821,059
Capital assets 38,624,306 40,034,464 24,663,650 . 25352674 64,287,956 65,387,138
Total Assats 61,394,414 58,421,172 29,330,600 29,787,025 90,734,014 89,208,197
Long-term liabilities cutstanding 8,805,183 5,556,518 131,444 100,941 8,036,627 5,857 45¢
Other liabilities 9,545,013 9,933,221 1,214,221 1,232,700 10,758,234 11,165,821
Total Liabilities 18,350,196 15,489,739 1,345,665 1,333,641 19,695,861 16,823,380
Net Assets
Invested in capital assels,
net of refated debt 33,581,614 34,955,173 24,663,650 25,352,674 58,245,264 60,307,847
Restricted _ 6,948,509 6,710,490 1,408,673 557,826 8,357,182 7,268,316
Unrestricted 2,514,095 2,265,770 1,921,812 2,542,884 4,435,707 4,808,654
Total Net Assets $ 43,044,218 $ 43,931,433 §$ 27,903,935 § 28,453,384 § 71,038,153 § 72,384,817

The City implemented GASE Statement No. 54 during 2011. As a result, certain amounts were reclassified from
unrestricted to restricted to conform to the City's 2011 net asset presentation.

By far the largest portion of the City's net assefis (82%) reflects its investment in capital assets {e.g. land,
buildings, machinery and equipment, infrastructure, etc.); iess 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 reporied net of related
debt, it should be noted that the resources needed {o repay this debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City's net assets (12%) represents resources that are subject to external restrictions
on how they may be used. The remaining balance of unrestricted net assets $4,435,707 may be used to meet
the City's ongoing obligations to citizens and creditors.




Change in net assets. Governmental activities decreased the City's net assets by $887,215 and business-type
activities decreased the City's net assets by $459,449 during the current fiscal year. Key elements of these
changes are as follows:

City of Lake Geneva, Wisconsin's Change in MNet Assets
Governmental Business-type
Activities Activities Totals
2011 | 2010 2011 1 2010 2011 | 2010

Revenues
Program Revenues

Charges for services $ 2,610,659 $ 2785834 $ 2534639 § 2577211 § 5444698 $ 5363045

Operating grants and contributions 1,108,197 277,768 - - 1,109,197 277,766

Capital grants and contributions 688,254 973,750 44,882 143,974 733,136 1,117,724
General Revenues

Property taxes 6,053,000 5,575,691 - - 6,053,000 5,575,691

Property fax increment 1,886,008 2,061,152 - - 1,086,988 2,061,152

Other taxas 456,105 1,331,144 - - 456,105 1,331,144

Grants and contributions not

restricted to specific programs 177,181 - - - 177,181 -

Other 311,871 741,534 22,379 34,566 334,250 776,100
Total Revenues 13,692,665 13,746,873 2,601,800 2,755,751 16,294,565 16,502,624
Expenses _
-General government 2,844,587 2,666,337 - - 2,844 587 2,666,337
Public safety 3,802,880 4,151,768 - - 3,892,980 4,151,769
Public works 5,850,223 6,137,411 - - 5,850,223 6,137,411
Health and human services 225,752 390,282 - - 225,752 390,282
Culture and recreation 1,479,297 1,533,728 - - 1,479,297 1,533,728
Conservation and development 154,123 99,015 - - 154,123 99,015
interest and fiscat charges 210,562 203,571 - - 210,562 203,571
Water utifity - - 1,276,975 1,248,669 1,276,979 1,248,669
Sewer utifity - - 1,606,726 1,497,713 1,506,726 1,497,713
Total Expenses 14,857,524 15,182,113 2,783,705 2,746,382 17,641,229 17,928,495
Increase in Net Assets

Before Transfers (1,164,858)  {1,435,240} {181,805} 9,369 (1,346,6864)  (1,425,871)
Transfers 277,644 - (277,644) (266,327) - (266,327)
Change in Net Asseis (887.215) (1,435,240} (459,449) (256,958}  (1,346,664)  {1,692,198)
Net Agsets - January 1 43,931,433 45366673 28,453,384 28,710,342 72,384,817 74,077,015
Net Assets - December 31 $ 43,044,218 $ 43,831,435 § 27,983,935 § 28,453,384 § 71,038,153 § 72,384,817




Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related iegal
requirements. An analysis of the City's general fund follows:

Governmental Funds

General Fund Budget Comparison: Budgeted versus Aciual Revenue and Transfers infExpenditures and
Transfers Out {See page 18 of this report)

General Fund Revenues and Transfers in
Budget $ 7,800,613
Aciual 8,310,209
Variance b 409,596

The positive revenue variance was primarily due to the following:

s Room tax revenue increased 7.5% over budget.

e The City received winter Emergency FEMA aid in the amount of $55,379.

« Grants awarded and received that were not budgeted totaled $89,000,

= Sale of City equipment that was not budgeted increased revenues by §97,000.

General Fund Expenditures and Transfers Out
Budget : $ 7,885,404
Actual 8,103,502
Variance $ (218,098

The functions with significant budget variances are listed below:

e [Practically all of the expense budget variance was due o an increase in heaith insurance claims.

General Fund Balance
Beginning of year $ 2,385,254
End of the year 2,592,961
Change in Fund Balance 3 206,707

Proprietary funds. (See pages 20 - 23) The City's proprietary funds provide the same type of information found
in the City's government-wide financial statemenis, but in more detail. Also, a separation of the financial activities

of the sewer and water utilities can be found on these pages.

Net assets of the water utility fund at the end of the year amounted 1o $13,146,293, a decrease of $156,433 from
the prior year. Operating income for the water utility fund totaled $96,794.

Net assets of the sewer utility at the end of the year totaled $14,846,942, a decrease of $303,016 from the prior
year. Operating loss for the sewer utility fund totaled $345,860.

Other factors concerning the finances of these funds have already been addressed in the discussion of the City's
business-type activities.




. Capital Asset and Debt Administration

{apital assets, The City's investment in capital assets for its governmental and husiness-type activities as of
December 31, 2011 amounts to $64,287,856 {net of accumulated depreciation). This investment in capital assets
includes iand, iand improvements, buildings, machinery and equipment, vehicles, infrastructure {streets and
bridges), and construction in progress.

City of Lake Geneva, Wisconsin's Capital Assets

Govemmental Activities Business-type Activiiies Totals

2011 {2010 2011 {2010 2011 b 2010
Land $ 3752421 $ 3752421 § 765,749 § 765,749 $ 4518170 $ 4,518,170
Property held for future - - 197,158 197,158 197,158 197,158
Construction in progress 929,567 - - - 829,567 -
Buildings 42,381,697 11,616,552 7,658,458 7,655,685 20,040,155 19,272,137
Land improvements 86,065 - - - 86,065 -
Machinery and equipment 10,377,064 5,285,899 8,082,719 8,013,644 18,458,783 17,299,643
Infrastructiure 81,447,659 80,212,066 22,027,503 21,819,005 103,475,162 102,031,071
Accumulated depreciation {€9,350,167) (64,832,574) (14,067,937) (13,187,467}  (83,418,104) {78,030,041)
Tatal $ 39624306 $ 40034464 § 24663650 § 25253674 § 64287956 $ 65288,138

Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of §7,287,420.

City of Lake Geneva, Wisconsin's Capital Assets
General Obligation Debt and Alliant Energy Note
Governmental Activities Business-type Activities Tolals
2011 | 2010 2011 2010 2011 | 2010
Generai Obligation Debt
Notes $ 7275000 $ 5,080,000 - - $ 7275000 $ 5,080,000
Adliant Energy 22,420 19,291 - - 22,420 19,291
Total General Obligation
Debt $ 7207420 § 5079291 % - $ - $ 7297420 § 5,079,291

Bebt Service - Government Activities: (Page 40) All general obligation notes are backed by the full faith and
credit of the City. Notes in the government funds will be retired by future property tax ievies. In accordance with
Wisconsin Statutes, total general obligation debt of City may not exceed five percent (5%) of the equalized value
of taxable property of the City. This debt limit as of December 31, 2011 was $46,832,245. Total general
obligation debt outstanding at year-end was $7,275,000. The outstanding GO debt applicable to the debt fimit
represents 15% of the City’s debt capacity.




Economic Factors and Next Year's Bﬁcﬁget and Rates

e« The economic condition and outlook of the City has remained guite stabie.

e A zero percent increase in the 2011 property tax rate for the City portion of the iax bili was accomplished.

s The 2012 Budget is reflective of the City's commitment to maintaining sound fiscal policy with an
emphasis on establishing fiscally sound reserve funds

Contacting the City’s Financial Managemernt

The administrative staff hopes the Management Discussion and Analysis is informative. We encourage you fo
read the 2011 audit in detail. I you would like additional information regarding the audit report, piease contact
City Administrator Dennis Jordan (262-248-3673) or City Compiroller Peg Pollitt (262-248-3673).










CiTY OF ILAKE GENEVA, WISCONSIN

Statement of Net Assets
December 31, 2011

Primary Government

Governmental | Business-type Component
Activities Activities Total Unit
ASSETS
Cash and investments $ 12,626,822 $ 2221790 $ 15148612 § 12,267
Receivables
Taxes 8,121,534 - 8,121,534 148,000
Delinguent personal properiy taxes 8,522 - 8,522 -
Accounis 241,487 445,099 686,588 3,180
Other - 26,524 26,524 -
Special assessments 18,838 564,248 583,086 -
Internal balances 285,180 (285,180} - -
inventories - 66,734 66,734 -
Prepaid items 127,318 2,302 128,620 5,000
Deferred charges 40,407 14,155 54,562 -
Restricted cash and investments - 1,620,278 1,620,278 -
Capital assets not depreciated -
Land 3,752,421 765,749 4,518,170 -
Property held for future - 197,158 197,158 -
Construction in progress 929,567 - 929,567 -
Capital agsets, being depreciated
Buidings 12,381,697 7.658,458 20,040,155 -
__and improvements 86,065 - -86,065 -
Machinery and equipment 10,377,064 8,082,719 18,459,783 -
Infrastructure 81,447,659 22,027,503 103,475,162 -
Accumulated depreciation {69,350,167) (14,087,937) {83,418,104) -
TOTAL ASSETS 61,394,414 29,339,600 090,734,014 166,417
LIABILITIES
Accounts payabie 967,624 30,778 988,402 B 19,875
Accrued liabilities 297,289 1,767 299,056 -
Accrued interest 89,858 ) - 89,858 -
Deposits 82,850 664,696 747,546 -
Unearned revenue 8,107,382 516,280 8,624,372 148,000
Noncurrent hiabilities
Due within one year 912,276 - 812,276 -
Due in more than one year 7,892,907 131,444 8,024,351 -
TOTAL LIABILITIES 18,350,186 1,345,665 19,695,861 168,875
NET ASSETS
Invested in capital assets, net of related debt 33,581,814 24,663,650 58,245,264 -
Restricted
Debt service 102,504 - 102,504 -
Library 313,977 - 313,977 -
Tax incremental district 5,835,908 - 5,935,008 -
Cemetery perpetual care funds 382,645 - 382,845 -
impact fees 203,575 - 203,575 -
Piant replacement - 1,408,673 1,408,673 -
Unrestricted 2,514,095 1,821,612 4,435,707 542
TOTAL NET ASSETS $ 43044218 § 27803935 § 71,038153 § 542

The notes to the basic financial statements are an integral part of this statement.

10




CITY OF LAKE GENEVA, WISCONSIN
Statement of Activities
Far the Year Ended December 31, 2011

Frogram Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions | Contributions
Primary Government
Governmental Activities

General government $ 2,844,587 % 254,349 § - & -

Pubiic safety 3,992,980 546,381 277,703 -

Public works 5,850,223 828,110 774,726 688,254

Meslih and human services 225,752 63,794 - -

Culture and recreation 1,479,297 1,217,425 55,833 -

Conservation and development 154,123 - 835 -

Interest and fiscat charges 210,562 - - -

Total Governmental Activities 14,857,524 2,810,059 1,109,187 688,254

Business-type Activities

Water 1,276,879 1,373,773 - 725

Sewer 1,506,726 1,160,866 - 44 157

Total Business-type Aclivities 2,783,705 2,534,639 - 44,882
Total Primary Government § 17641229 § 5444608 § 1108197 § 733,136
Component Unit

Business improvement district $ 225511 & 58,119 % - 8 -

General Revenues
Taxes, levied for general purposes
Taxes levied for debt service
Tax increment
Other taxes
Grants and contributions not restricted 1o specific programs

Investment income
Miscellaneous revenue
Transfers
Total General Revenues and Transfers
Change in Net Assets
Net Assets - January 1

Net Assets - December 31

The notes to the basic financial statements are an integral part of this statement.
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Net (Expense} Revenue
and Changes in Nef Assels

Governmenial | Business-iype Component
Activities Activities Total Unit

$ (2,590,238) § - (2,590,238} § -
(3,168,896) - (3,168,896) -
(3,659,133) - (3,65%,133) -
(161,958) - {161,958) -
{205,839) - {205,839) -
{153,288) - {153,288) -
{210,562) - {210,562) -
£10,150,014) - {10,150,014) -

- 97,519 97.519 -

- {301,703) {301,703) -

- {204,184) {204,184) -

(10,150,014) {204,184) {10,354,198) -

- - - {167,382
4,780,480 - 4,780,480 ~
1,272,510 - 1,272,510 -
1,886,898 - 1,986,998 -

456,105 - 456,105 149,000
177,181 - 177,181 -
39,123 22,379 61,502 -
272,748 - 272,748 -
277,644 (277 ,644) - -
9,262,798 {255,265) 9,007,534 149,000
{BB7,215) {459,449) {1,346,664) (18,392)
43,931,433 28,453,384 72,384,817 18,934

$ 43044218 $ 27993935 § 71038153 3%

542
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CITY OF LAKE GENEVA, WISCONSIN
Bailance Sheet
Governmental Funds
December 31, 2011

General
Debt Capital
General Service Improvements
ASSETS
Cash and investments 2,943,160 $ - $ 1,712,057
Receivables
Taxes : 4,628,892 1,049,040 80,000
Delinquent personal property taxes 8,522 - -
Accounts 239,789 - -
Special assessments 18,638 - -
Due from other funds 1,421,528 102,504 320,118
Prepaid items 127,318 - -
TOTAL ASSETS 0387847 § 1451544 § 2122176
LIABILITIES AND FUND BALANCE
Liahilities
Accounts payable 211695 § - $ 577,300
Accrued liabilities 275,832 - -
Due to other funds 1,639,702 - 33,216
Deferred revenue 4,663,107 1,049,040 80,000
Deposits 4,550 - -
Total Liabilities 6,794,886 1,049,040 700,516
Fund Balance
Nonspendable
Delinguent taxes 8,522 - -
Prepaid items 127,318 “ -
Cemetery perpetual care - - -
Restricted
Debt service - 102,504 -
Pebt proceeds - - 1,254,728
Library - - -
impact fees - - -
Tax incremental district - - -
Assigned
Generai Tund 211,804 - -
Special revenue funds - - -
Capital projects funds - - 166,932
Unassigned
General fund 2,245,317 - -
Totat Fund Balance 2,592,961 102,504 1,421,660
TOTAL LIABILITIES AND FUND BALANCE $ 9387847 § 1151544 $§ 2122176

The notes to the basic financial statemenis are an integral part of this statement.




TID No. 4 Other Total
Capital Governmentat | Governmental
Projects Funds Funds

$ 7097669 $ 1,173,836 § 12,926,822
1,775,802 578,000 8,121,534

- - 8,522

599 1,088 241,487

- - 18,838

27,559 1,252,411 3,124 121

- - 127,318

§ 8901629 $ 3005446 § 24568642
$ 157065 % 21,564 % 967,624
- 21,457 297,289
1,032,854 133,169 2,838,941
1,775,802 578,000 8,155,049

- 78,300 82,850
2,965,721 832,490 12,342,653

- - 8,522

- - 127,318

- 302,545 382,545

- - 102,504

- - 1,254,728

- 313,977 313,977

- 203,575 203,575
5,835,908 - 5,835,908

- - 211,804

- 1,216,746 1,216,746

- 46,113 213,045

- - 2,245,317
5,835,008 2,172,956 12,225,088

$ 8901620 $ 3005446 § 24568642
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CITY OF LAKE GENEVA, WISCONSIN
Balance Sheet (Continued)
Governmental Funds
December 31, 2011

Reconciliation to the Statement of Net Assels

Total Fund Balances as shown on previous page $ 12,225089

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

Capital assets used in governmental activities are not current financial resources
and therefore are not reported in the funds. 39,624,308

Crther long-term assets are not available to pay current period expenditures and

therefore are deferred in the funds.
Special assessments 18,838
Other 28,719

Some liabilities are not due and payable in the current period and, therefore,
are not reported in the funds.

Bonds and notes payable $ ({7.275,000)
Alliant Energy notes payable {22,420}
Compensated absences ' (165,913)
Other post-employment benefit ‘ {1,341,850)
Deferred charges - bond issues 40,407
Accrued interest on long-term obligations {89,858) {8,854,634)

Net Assets of Governmentai Activities as Reported on the Siatement
of Net Assets (see page 10) $ 43044218

The notes to the basic financial statements are an integral part of this siatement.
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CiTY OF L.AKE GENEVA, WISCONSIN
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended Decaember 31, 2011

General
Debt Capital
General Service improvements
Revenues
Taxes $ 4923609 § 1,112,510 % 56,000
Special assessments 10,212 - -
Intergovernmental 1,198,376 - 20,394
Licenses and permiis 264,275 - -
Fines and forfeits 157,574 - -
Public charges for services 264,762 - -
Intergovernmental charges for services 193,955 - -
inferast 10,291 2,238 1,318
Miscetianeous 36,834 - 13,685
Total Revenues 7,059,888 1,114,746 91,287
Expenditures
Current
General government 2,482,738 - -
Public safety 3,761,302 - -
Public works ' 1,378,499 _ - -
Health and human services - - -
Culture and recreation 166,840 - -
Conservation and deveiopment 154,123 - -
Capital outlay
Generat government - - 16,430
Public safety - - 1,188,277
Public works ' - - 543,080
Culture and recreation - - 30,314
Debt service
Principal retirement - 774 568 -
Interest and fiscal charges - 183,778 -
Debt issuance costs - - 43,226
Total Expenditures 7,943,502 958,347 1,821,327
Excess of Revenues Over {Under) Expenditures (883,614) 166,399 (1,730,030)
Other Financing Sources {Uses)
Long-term debt issued 5,278 - 2,980,000
Sale of capital assets 86,895 - 10,239
Transfers in 1,148,148 - -
Transfers out {160,000) - -
Total Other Financing Sources {Uses) 1,080,321 - 2,880,238
MNet Change in Fund Balances 206,707 156,399 1,260,208
Fund Balances (Deficit) - January 1 2,386,254 (53,885) 161,451
Fund Balances - December 31 $ 25024961 % 102,504 § 1,421,660

The notes to the basic financial statements are an integral part of this statement.

{Continued)
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TID No. 4 Other Totai
Capital Governmental | Governmental
Projects Funds Funds

$ 1,986,998 % 418,000 % 8,497 117
- - 10,212
1,819 252,013 1,472,702
- - 264,275
- 348,038 505,610
- 1,547,247 1,812,009
- - 193,955
22,751 1,613 38,109
- 22,244 72,663
2,011,668 2,589 083 12,866,652
- - 2,482,738
- - 3,761,302
- 262,523 1,641,022
- 212,234 212,234
- 1,156,180 1,323,030
- - 154,123
150 - 16,580
- - 1,188,277
1,073,02¢ - 1,616,109
872,468 4,515 807,298
- 362 774,831
- 57 183,835
- - 43,226
1,945,648 1,635,881 14,304,705
66,020 953,172 (1,438,053)
- 7,782 2,993,060
- - 107,134
17,728 171,116 1,336,982
- {899,348) (1,059,348)
17,728 {720,450) 3,377,838
83,748 232,722 1,839,785
5,852,160 1,940,234 10,286,204
$ 5035908 % 217295 § 12225089
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CITY OF LAKE GENEVA, WISCORNSIN
Statement of Revenues, Expenditures and Changes in Fund Balances (Continued)
Governmental Funds
For the Year Ended December 31, 2011

Reconciliation o the Statement of Activities

Net change in fund balances - total governmental funds

Armounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However,

in the statement of activities the cost of these assets is allocated

over their estimated useful lives and reported as depreciation

-expense.
Capital outlay is reported as an expendiiure in the fund financial statements

but is capitalized in the governmeni-wide financial statements

Contributed assets
Depreciation is reporied in the government-wide statements

Revenues not currently available are reporied as deferred revenue in the fund financial
statements but are recognized as revenue when earmned in the governmeni-wide
financial statements. :

Special assessments
Other

Pebt issued provide current financial resources to governmental funds, but issuing
these obligations increases long-term liabilities in the statement of net assets.
Repayment of debt principal is an expenditures in the governmental funds, but
the repayment reduces iong-term liabilities in the statement of net assets.

Debt issued
Principal repaid
Debt issuance costs

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

Retiree sick leave
Compensated absences
Accrued interest on debt

Change in Net Assets of Governmental Activities as Reported on the Statement

of Activities (see pages 11 -12)

The notes to the basic financial statements are an integral part of this statement.
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$ 1839785

3,451,944
678,042
(4,540,144}

11,118
29,718

(2,993,060)
774,931
41,130

(265,2099)
- (730)
{24.631)




CITY OF LAKE GENEVA, WISCONSIN

Budget and Actual
General Fund
For the Year Ended December 31, 2011

Statement of Revenues, Expenditures and Changes in Fund Balance

Revenues
Taxes
Special assessments
Intergovernmental
Licenses and permits
Public charges for services
Fines and forfeits
intergovernmental charges for services
Interest
Miscellaneous
Total Revenues

Expenditures
Current
General government
Public safety
Public warks
Culture and recreation
Conservation and development
Total Expenditures

Excess of Revenues Over (Under) Expenditures
Other Financing Sources (Uses)

Long-term debt issued

Sale of capital assets

Transfers in

Transfers out
Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balance - January 1

Fund Balance - December 31

Variance
2011 Final Budget - |
Budgeted Amounis Actual Positive
Original | Final Amounts {Negative)
$ 4877590 § 4877580 $ 4923809 § 46,019
8,000 8,000 10,212 2,212
988,878 1,063,878 1,198,376 134,398
266,600 266,600 264,275 {2,325)
213,072 213,072 264,762 51,690
193,600 193,600 157,574 {36,026)
179,009 179,099 183,955 14,856
13,850 13,950 10,291 (3,858}
22,900 22,900 36,834 13,834
6,763,789 6,838,789 7,059,858 221,099
2,369,084 2,314,701 2,482,738 (168,037)
3,567,856 3,680,530 3,761,302 (80,772)
1,399,113 1,402,613 1,378,489 24,114
177,940 177,840 166,840 11,100
151,620 149,620 154,123 {4,503)
7,665,613 7,725,404 7,943,502 {218,098)
(901,824) (886,615) (883,614) 3,001
- - 5,278 5,278
- - 96,895 96,895
1,061,824 1,061,824 1,148,148 86,324
{160,000) {160,000) (160,000) -
901,824 901,824 1,090,321 188,447
- 15,209 206,707 191,498
2,385,254 2,386,254 2,386,254 -
$ 2386254 § 2401463 § 2592961 § 191488

The notes to the basic financial statements are an integrai part of this statement.
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CiTY OF LAKE GENEVA, WISCONSIN
Statement of Net Assets
Proprietary Funds
December 31, 2011

Business-type Activities - Enterprise Funds

“Water Sewer
Utility Utility Total
ASBETS
Current assets
Cash and investments $ 1085505 % 1,156,195 § 2,221,790
Receivables
Accounts 200,836 244,263 445 099
Other 18,478 8,049 26,524
Due from other funds 5,008 - 5,098
inventories and prepaid expenses 89,036 - 63,035
Total Current Assets 1,359,040 1,408,507 2,767 547
Noncurrent assels
Receivables
Special assessmenis 18,362 545,886 564,248
Restricted assets
Cash and investments 450,587 1,169,691 1,620,278
Defarred charges 13,355 800 14,155
Capital assets not depreciated
Land 131,241 634,508 765,748
Property held for future use 197,158 - 197,158
Capital assets, being depreciated
Buildings 1,456,213 6,202,245 7,658,458
Land improvements 2,088,825 5,992,794 8,082,719
Machinery and eguipment 14,174,325 7,853,178 22,027,503
lL.ess: Accumulated depreciation (6,145,591} {7,822.346) (14,067,937
Total Capital Assets, Net of Accumulated Depreciation 11,803,271 12,760,379 24,663,650
Total Noncurrent Assets 12,385,575 14 476,756 26,862,331
TOTAL ASSETS 13,744,615 15,885,263 28,629,878
LIABILITIES
Current Liabilities
Accounis payable 12,122 18,656 30,778
Accrued and other current liabilittes 155,754 510,709 666,453
Due to other funds 283,823 6,355 280,278
Deferred revenue 73,228 443752 516,980
Total Current Liabilities 525,027 879,472 1,504,499
Noncurrent Liabilities
Compensated shsences 20,448 11,443 31,889
Other post employment benefits 52,149 47 4086 Qg ,555
Total Noncurrent Liabilities 72,585 58,849 131,444
TOTAL LIABILITIES 597 622 1,038,321 1,635,943
NET ASSETS
invesied in capital asseis, net of
related debt 11,803,271 12,760,379 24 663,650
Restricted for
Plant replacement 350,031 1,058,642 1,408,673
Unrestricted 833,691 1,027,921 1,821,812
TOTAL NET ASSETS $ 1314698983 § 14846942 §$ 27993935

The notes to the basic financial statements are an integral part of this statement.
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CiTY OF LAXKE GENEVA, WISCONSIN

Statement of Revenues, Expenses and Changes in Net Assels

Proprietary Funds
For the Year Ended December 31, 2011

Business-type Activities - Enferprise Funds
Water Sewer
Utifity Utility Total
Operating Revenues
Charges for services $ 1,373,773 & 1,160886 § 2534630
Operating Expenses _
Operation and mainienance 846,818 948,295 1,793,113
Taxes 28,163 24,381 52,544
Depreciation 401,998 536,050 938,048
Total Operating Expenses 1,276,878 1,506,726 2,783,705
Operating income (Loss) 96,794 {345,860) {249,066}
MNonoperating Revenues
interest income 12,903 9,476 22,379
Income {Loss) Before Contributions and Transfers 100,697 (336,384) {226,8687)
‘Capital contributions 725 44,757 44 882
Transfers out {266 ,855) {10,789} (277,644)
Change in Net Assets 4 {156,433) (303,016) (450,448)
Net Assets - January 1 13,303,426 15,149,958 28 453,384
Net Assets - December 31 $ 13446903 § 14846942 § 727993935

The notes to the basic financial statements are an integral part of this statement.
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CiTY OF LAKE GENEVA, WISCONSIN
Statement of Cash Flows

Proprietary Funds

For the Year tnded December 31, 2011

Cash Flows from Operating Activities
Cash received from customers and municipality
Cash payments to suppliers and municipality
{ash payments to employees
Net Cash Provided by Operating Activities

Cash Flows from Noncapitai and Related
Financing Activities
Transfer o other funds

Cash Flows from Capital and Reiated Financing Activities
Acguisition of capital assets
Contribution to city museum development
Contribution to other city departmentis
Salvage
Special assessment coltections
Capital contributions received
Customer advances for construction
Net Cash Used by Capital.and Related Financing
Financing Activities

Cash Flows from Investing Activities
interest income received
Purchase of long-term investiments
Net Cash Provided by Investing Activities
Change in Cash and Cash Equivalents
Cash and Cash Eguivalents - Beginning of Year
Cash and Cash Equivalents - End of Year
Reconciliation to Statement of Net Assets
Cash and cash equivalents in current assets
Cash and cash equivalents in restricted assels
Less: Long-term investments

Total Cash and Cash Equivalents

{Continued)
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Business-type Activities - Enterprise Funds

Water Utility | Sewer Utility | Totai

$ 1503169 §& 1,182,708 2,685 877
(477,536) (739,606)  (1,217,142)
(382,855) (299,836) (682,691)

642,778 143,266 786,044
{267,980) - (267,980)
(138,279) (133,976) (272,255)
- {5,998) {5,998)
- (4,791) (4,791)

23,231 - 23,231

- 28,741 28,741

725 - 725

15,623 20,346 35,969
{98,700) (85,678) (194,378)

12,903 9,476 22,379
(4,337) (1,506) (5,843)

8,566 7,970 16,536

284,664 55,558 340,222

463,756 1,757,341 2,221,097

3 748,420 § 1812898 % 2561319

$ 1,0685595 $ 1,156,195 § 2,221,790

450,587 1,169,691 1,620,278
(767,762) {512,987) {1,280,749)

$ 748420 § 1812890 § 25861319




CiTY OF LAKE GENEVA, WISCONSIN
Statement of Cash Flows {Continued)
Proprietary Funds
For the Year Ended December 31, 2011

Business-type Activities - Enterprise Funds

Water Utility | Sewer Utllity | Total

Reconciliation of Operating Income (Loss) to
Net Cash Provided by Operating Activities:
Operating income (loss) 3 96,794 § {345,860) $ {248,066)
Adjustments to reconcile cperating
income (loss) to net cash provided
(used) by operating activities:

Depreciation 401,998 536,050 938,048
Depreciation charged to sewer department 24,656 (24,656) -
Changes irr assets and liabilities
Accounts receivable 129,396 21,842 181,238
inventories and prepaid expenses {1,397) - {1,397}
Other deferred debits 2,052 (448) 1,604
Accounts payable {29.816) {(60,616) (80,432)
Accrued and other current liabilities 837 - 837
Compensated absences (25) 1,085 1,060
Other post employment benefits 15,467 13,976 29,443
Other deferred credits 2,816 1,893 4,708
Net Cash Provided by Operating Activities $ 642,778 _§ 143,266 § 786,044

MNoncash Investing, Capital and Finaricing Activities
None

The notes to the basic financial statements are an integral part of this statement.
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CITY OF LAKE GENEVA, WISCONSIN
Statement of Net Assets
Fiduciary Funds
December 31, 2011

Municipal
Tax Collection Court Bond Total
Fund Fund Agency Funds
ASSETS
Cash and invesiments $ 7,051,834 § 47,332 $ 7,099,188
Receivables
Taxes 13,282 017 _ - 13,262,017
TOTAL ASSETS $ 20333871 % 47332 § 20,381,203
LIABILITIES
Due to other governments $ 20,333871 % - $ 20,333,871
Court bonds held - 47,332 47 332
TOTAL LIABILITIES $ 20,333871 % 47332 % 20,381,203

The notes to the basic financiai statements are an integral part of this statement.
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CiTY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Lake Geneva, Wisconsin ("the City"), have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as applied
to government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The significant
accouniing principtes and policies utilized by the Cily are described below:

1.

Reporting Entity

The City of Lake Geneva, Wisconsin is a municipal corporation governed by an elected mayor and eight-
member council. included in the City's operations (the primary government) is the City's water and sewer
ulitities managed by the Lake Geneva Ulility Commission appointed by the Common Council. The City's
Mavyor and two aldermen aiso serve on the Commission. Included in the City's operations (the primary
government) is the City's Oak Hif Cemetery operations managed by a three-member cemetery
commission committee appointed by the Mayor.

As required by GAAP, the basic financial statements present the City (the primary government) and any
component units. A legal separate organization should be reported as a component unit if the elected
officials of the primary government are financially accouniable to the organization. The primary
government is financial accountable if it appoints a majority of the organization’s governing body and (1) it
is abie 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 shouid be reported as a component unit of a primary government if all
of the foliowing criteria are met:

a. the economic resources received or held by the separaie organization are endirely or almost entirely
for the direct benefit of the primary government, its component units or its constituents;

b. 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;

c. the economic resources received or heid by an individual organization that the specific primary
government, or its component units, is entitied to, or has the ability to otherwise access, are
significant to the primary government.

The component unit discussed beiow is included in the City's reporting entity because of the significance
of their operational and/or financial relationship with the City.

Downiown Lake Geneva Business Improvement District

The Downtown Lake Geneva Business Improvement District ("BID"}, created under the provisions
of Wisconsin Statute Section 66.1109, is a discretely presented component unit with a separate
gight-member board of directors. The BID nomingtion of the board of directors must be approved
by the Common Council. The purpose of the BID is to allow businesses within the district
boundaries to develop, manage, and promote the district and fo establish an assessment method
to finance these activities. The BID has its own independent budgetary authority and borrowing
capabiliies. However, the City can impose its will on the BID, The BID financial information is
presented for the fiscal year ended December 31, 2011. Separate financial statements for the
BID can be obtained from its office at 626 Geneva Street, Lake Geneva, Wisconsin 53147.

25




CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Government-wide and Fund Financial Statements
The government-wide financial statements {i.e., the statement of net asseis and the statement of
activities) report information on all of the nonfiduciary activities of the City and its component unit. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supporied by taxes and intergovernmental revenues, are reported
separately from business-fype activities, which rely to a significant exient on fees and charges for
support.

The statement of activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly ideniifiable with & specific
function or segment. Program revenues include (1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function or segment and
(2) grants and contributions that are restricted to meeting the operational or capital reguirements of a
particular function. Taxes and other items not properly inciuded among program revenues are reporied
instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Governmental
funds include general, special revenue, debt service and capital projects funds. Proprietary funds include
enterprise funds. Major individual governmental funds and major individual enterprise funds are reported
as separate columns in the fund financial statemenis.

The City reports the following major governmentai funds:

GENERAL FUND

This is the City's primary operating fund. i accounts for all financial resources of the general
government, except those required 1o be accounted for in another fund.

GENERAL DEBT SERVICE FUND

This fund accounts for the resources accumuiated and payments made for principal and interest on long-
term other than TIF, library expansion, or enterprise funds.

CAPITAL IMPROVEMENTS FUND

This fund accounis for the acquisition or construction of major capial facilities other than those financed
by proprietary fund types.

TiD DisTRICT NO. 4 CAPITAL PROJECTS FUND

This fund accounts for the acquisition or construction of major capitat facilities related to the City's Tax
incremental District No. 4.

The City reports the following major proprietary funds:
WATER UTILITY ENTERPRISE FUND

This fund accounts for the provision of water services to City residents, public authorities, and business
entities.
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CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

KOTE 4 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
SEWER UTiLiTy ENTERPRISE FUND

This fund accounts for the provision of sewer collection and freaiment services fo City residentis, public
authorities, and business entities.

The City reports the following nonmajor governmental funds:

Special Revenue Funds

The City implemented GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions for the year ended December 31, 2011, The City reports the following special revenue funds,
including the purpose and significant revenue source:

| Funds | Purpose | Significant Revenue |

Parking Meters and Lots To account for funds used for parking Public charges for service
meters and lots

Lakefront Operations To account for the day to day operations Public charges for service
of the City owned lakefront facilities

Public Library To account for funds used in the operation State library aid and tax levy
of the City Library

Permanent funds account for and report resources that are restricted to the extent that only earnings and
not principal may be used for purposes that support the Cemetery Operations fund. The Cemetery
Perpetual Care Fund is a nonmajor permanent fund.

Capital Projects funds account for the acquisition or construction of major capital facilities other than
those financed by proprietary fund types. The City’s Impact Fees Fund is a nonmajor capital projects
fund.

The City also reports the following fund type:

The City accounis for assets held for individuals by various deparimenis and funds held for other
governmental agencies in an agency fund. The City reports the Tax Collection Fund and Municipal Court
Bond Fund as agency funds.

3. Measurement Focus and Basis of Accounting
The government-wide financial siatements are reported using the sconomic resources measuremert

focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenues as soon as all eligibility requirements
imposed by the provider have been met.
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CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

NOTE A - SUMMARY OF SIGNIFCANT ACCOUNTING PRLICIES (Continuved)

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenuss are recognized as soon as they are both
measurable and available. Revenues are considered to be avaflable when they are collectible within the
current period or soon enough thereafter o pay liabilities of the current period. For this purpose, the City
considers revenues to be avaijlable if they are collected within 80 days of the end of the current fiscal
period. Expenditures generally are recorded when a liabilily is incurred, as under accrual accounting.
However, debt service expendifures, as well as expenditures related fo compensated absences and
claims and judgments, are recorded only when payment is due.

As a general rule the effect of interfund aclivity has been eliminated from the governmeni-wide financial
statements. Exceptions to this general rule are charges between the City's water, and sewer ulility
functions and various other functions of the City. Elimination of these charges would distort the direct
cosis and program revenues reported for the various functions concerned.

Amounts reporied as program revenues inciude 1)charges to customers or applicants for goods,
services, or privieges provided, 2)operating grants and contributions, and 3)capital grants and
contributions. Internally dedicated resources are reporied as gensral revenues rather than as program
revenues, Likewise, general revenues include ail taxes.

Proprietary funds distinguish operafing revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations, The principal operating revenues of the
City's enterprise funds are charges o customers for services. Operating expenses for enferprise funds
include the cost of services, administrative expenses, and depreciation on capital assefs. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City's policy o use
restricted resources first, then unrestricied resources, as they are needed.

4. Ass.ets, | iabilities and Net Assets or Equity

a. Cash and investments
Cash and investments are combined in the financial statements. Cash deposits consist of demand
and time deposits with financial institutions and are carried af cost. Investmentis are stated at fair
value. Fair value is the amount at which a financial instrument could be exchanged in a current
fransaction between willing parties, other than in a forced or kquidation sale. For purposes of the
statement of cash flows, all cash deposits and highly liquid investments {including restricted assets)
with a maturity of three months or iess from date of acquisition are considered to be cash equivalents.
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CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statemenis
December 31, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES (Continued)

b. Receivables

Properly taxes are levied prior to the end of the calendar year and are due and collectible in the
following year. Property taxes are levied on the assessed value as of the prior January 1. in addition
to property taxes for the City, taxes are collected for and remitied {0 the State of Wisconsin, Walworth
County, United High School District of Lake Geneva ~ Genoa City Union High, School District of Lake
Geneva J1, School District Linn J 4 and Gateway Technicai College District for all state and lecal
governmental ynits billed in the current year for the succeeding vear are reflected as receivables and
due to other taxing units in the accompanying agency fund statement of net assets.

Property tax calendar - 2011 tax rofi

Levy date December 2011

Real estate tax collection due dates: January 31, 2012
Payment in full or first instaliment due January 31, 2012
Second instaliment due July 31, 2012
Personal property taxes in full January 31, 2012

Tax sale - 2011 delinquent real estate taxes September 2014

Accounts receivable have been shown net of an allowance for doubtful accounis. Delinguent real
estate faxes as of July 31 are paid in full by the county which assumes the collection thereof. No
provision for uncollectible accounts receivable has been made in the accompanying enterprise fund
financial statements because the ulilities have the right by law 1o place delinquent bills on the tax roll.

¢.  Interfund Receivables and Payables
During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivabies and payabies are classified as “due from other
funds” and “due {o other funds” in the fund financial statements.

The amount reported on the statement of net assets for internal balances represents the residual
balance outstanding between the governmental activities and business-type activities.

d. Inveniories
Inventories are recorded at cost, which approximates market, using the first-in, first-out method.
Inventories consist of expendable supplies held for consumption. The cost is recorded as an
expenditure at the time individual inventory items are consumed rather than when purchased.

Inventories of governmentai fund types in the fund financial statements are offset by nonspendable
fund baiance to indicate that they do not represent spendable available financial resources.

e. Prepaid ftems
Payments made to vendors that will benefit periods beyond the end of the current fiscal year are

recorded as prepaid items.

Prepaid items of governmental fund types in the fund financial statements are offset by nonspendable
fund halance to indicate that they do not represent spendable availabie financial resources.
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CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i,

Capital Assets

Canpital assets, which include properly, plant, equipment, and infrastructure assets, are reported in the
applicable governmental or business-type activities columng in the government-wide financial
statemenis. Capital assets are defined by the Chly as assets with an initial, individual cost of at least
$5,000 for property, plant and equipment and $250,000 for infrastruciure assets and an estimaled
useful life in excess of 1 year. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assels are recorded at estimated fair market value at
the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Capital assets of the City are depreciated using the straight-line method over the following estimated
usefut lives:

Governmental | Business-type
Acfivilies Activities
Years

Assets

Land improvements 10 - 50 10 - 50
Buiidings 20 - 50 20 -50
improvements other than buildings 5-15 5-15
Machinery and equipment 5-50 5-50

infrastructure 5-40 5-1580

Compensated Absences

Under terms of employment, employees are granted sick ieave and vacation in varying amounts.
Only benefits considered to be vested are disclosed in these statements, All vacation and sick leave
is accrued when incurred in the government-wide and proprietary fund financial statements. A fiability
for these amounts is reported in the governmental funds in the fund financial statements only if they
have matured, for example, as a result of employee resignations or retirements. The governmental
fund that has typically been used to liquidate the compensated absences liability is the general fund.

Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liguidate liabilities of the current period or for resources that have been
received, but not yet earmed.

Long-term Obligations .

in the government-wide financial statements, and proprietary fund types .in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmential activities, business-type activities, or proprietary fund type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds. Bonds payable are reported net of the applicable bond premium or discount. Bong
issuance costs are reported as deferred charges and amortized over the term of the related debt.

in the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance cosis, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounis on debt issuances are reported as other financing uses. Issuance
cosis, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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NOTE A - SUMMARY OF SIGRIFICANT ACCOUNTING POLICIES (Continued)

i

Fund Eguity

(GOVERNMENTAL FUND FINANCIAL STATEMENTS

For the vear ended December 31, 2011, the City implemented GASB Statement No. 54, Fund
Balance Reporting and Governmenial Fund Type Definitions. The Statement provides more clearly
defined fund balance classifications that comprise a hierarchy based primarily on the extent {o which
the City is bound to honor constraints on the specific purposes for which fund balance amounis can
be spent. The following classifications describe the relative strength of the spending consiraints
placed on the purposes for which resources can be used:

¢ Nonspendable fund balance - Amounts that are not in spendable form (such as inventory, prepaid
items, or long-term receivables) or are legally or contractually required to remain intact.

= Restricted fund balance - Amounts that are constrained for specific purposes by external parties
{such as grantor or bondholders), through constitutional provisions, or by enabling legislation.

s Committed fund balance - Amounts that are constrained for specific purposes by action of the
City Council. These constraints can only be removed or changed by the City Council using the
same action that was used o create them.

e Assigned fund balance - Amounts that are constrained for speciﬁc purposes by action of City
management. The City Council has not authorized management to assign fund balance. Residual
amounts in any governmental fund, other than the General Fund, are also reported as assigned.

= Unassigned fund balance - Amounts that are available for any purpose. Positive unassigned
amounis are only reported in the General Fund.

The City has not adopted a fund bealance spend-down policy regarding the order in which fund
balance will be utilized. Where applicabie, the policy requires restricted funds to be spent first,
foliowed by committed funds, and then assigned funds. Unassigned funds would be spent last.

GOVERNMENT-WIDE AND PROPRIETARY FUND STATEMENTS
Equity is classified as net assets and displayed in three components:

e Invested in capital assets, net of related debt - Amount of capital assets, net of accumulated
depreciation, less ouistanding balances of any bonds, mortgages, notes, or other borrowings that
are atiributable to the acquisition, construction, or improvement of those assets

e Resiricted net assets - Amount of net assets that are subject to restrictions that are impesed by
1) external groups, such as creditors, grantors, confributors or laws or regulations of other
governments or 2} law through constitutional provisions or enabling legisiation.

¢ Uprestricted net assets - Net assets that are neither classified as restricted nor as invested in
capital assets, net of related debt,

5. Use of Estimales

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management {o make estimates and assumplions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.
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NOTE B - STEWARDSHIP AND COMPLIANCE

1.

2.

Budgeis and Budgetary Accounting

The City follows these procedures in establishing the budgetary daia reflected in the basic financial
statements:

a.

During November, City management submits o the City Council a proposed operating budget for the
calendar year commencing the following January 1. The operating budget includes proposed
expenditures and the means of financing them. After submission to the governing body, public
hearings are held o obtain taxpayer comments. Following the public hearings, the proposad budget,
including authorized additions and deletions, is legally enacted by City Council action.

Budgets are adopted on a basis consistent with accounting principles generally accepied in the
United States of America for alt funds. Budget is defined as the originally approved budget pius or
minus approved amendments. Individual amendments throughout the year were not material in
relation to the original budget, Budget appropriations not expended during the year are closed to
fund balance uniess authorized by the governing body to be forwarded into the succeeding year's
budget.

During the year, formal budgetary integration is employed as a management control device for the
City's funds.

Expenditures may not exceed appropriations provided in detailed budget accounts maintained for
each activity or department of the City. Amendments to the budget during the year require initial
approval by management and are subsequently authorized by the City Council by two-thirds vote.

Encumbrance accounting is not used by the City to record commitments related to unperformed
contracts for goods or services.

The City did not have any material violation of legal or contractual provisions for the fiscal year ended
December 31, 2011.

Excess of Expendiiures Over Budget Appropriations
The following expenditure accounts of the City's governmental funds had actual expenditures in excess of
budget appropriations for the year ended December 31, 2011 as follows:

Excess

Fund Function Expenditures
Generai Fund General Government $ 168,037
General Fund Public Safety 80,772
Geaneral Fund Conservation and Development 4,503
Cemetery Operations Health and human services 6,099
Business Improvement District  Conservation and Development 78,511
Parking Meters and Lots Transfers out 55,819
Lakefront Operations Transfers out 6,589
Impact fees Culture, recreation and education 4,514

Excess expenditures were financed by available budget balances in other activities within the function,
and/or additional revenue streams.
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NOTE C - DETAILED NOTES ON ALL FUNDS

1.

Cash and Invesimenis

The City maintains various cash and invesiment accounts, including pooled funds that are available for
use by all funds. Each fund's portion of these accounts is displayed in the financial statements as "Cash
and investmenis.”

invesied cash consists of deposits and investments that are restricted by Wisconsin Statutes fo the
following:

Time depuosits; repurchase agreements; securities issued by federal, state and local governmental
eniities; statutorily authorized commercial paper and corporate securities; and the Wisconsin local
government investment poci.

The carrying amount of the City's cash and invesiments totaled $23,880,343 on December 31, 2011 as
summarized below:

Petty cash and cash on hand $ 3,600
Deposits with financial institutions 6,536,132
Investments 17,340,611

§ 23880343

Reconciliation to the basic financial statements:

Statement of net assels

Cash and investments % 15,160,879
Restricted cash and investments 1,620,278
Fiduciary funds 7,088,186
$ 23880343

Deposits and investments of the City are subject to various risks. Presented below is a discussion of the
specific risks and the City's policy related to the risk.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover coliateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the
risk that, in the event of the failure of the counterparty (e.g., broker-dealer) o a transaction, a2 government
will not be able o recover the value of its investment or collateral securities that are in the possession of
another party. Wisconsin statutes require repurchase agreements to be fully collateralized by bonds or
securities issued or guaranteed by the federal government or its instrumentalities. The City's investment
policy on custodial credit risk places safety of funds as one of the top priorities. The City's policy reguires
the City fo choose bank deposits that have a lower defauli or credit risk and requires agreements that will
fully collateralize the City's assets. No more than 25% of bank deposits can be with a single financial
institution.

Deposits with financial institutions within the State of Wisconsin are insured by the Federal Deposit
insurance Corporation (FDIC) in the amount of $250,000 for time and savings deposits and $250,000 for
interest-bearing demand deposits per official custodian per insured depository institution. Deposits with
financial institutions located outside the State of Wisconsin are insured by the FDIC in the amount of
$250,000 for all time accounts, savings accounts and interest-bearing demand deposit accounts per
official custodian per depository insfitution. In addition, the City's non-interest bearing transaction
accounts are fully insured through December 31, 2012. Also, the State of Wisconsin has a State
Guarantee Fund which provides a maximum of $400,000 per public depository above the amount
provided by an agency of the U.S. Government. However, due to the relatively small size of the State
Guaraniee Fund in relation to the Fund's total coverage, total recovery of insured losses may not be
available.
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On December 31, 2011, $1,002,511 of the City's deposits with financial instifutions were in excess of
federal and state depository insurance limits and uncoliateralized,

Credit Risk

Generaily, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Wisconsin siatutes limit investments in securities to the {op two ratings assighed by
nationally recognized stalistical rating organizations. The City's policy requires the City to choose
investments that have a lower default or credit risk and requires agreements that will fully collateralize the
City's asseis. Presented below is the actual rating as of year end for each investment type.

Exempt
From Not
Investment Type Amount Disclosure AAA Ag Rated

Exchange Traded Funds $ 52880 § - 3 - - % - 52,880
Money Markets 5,078 - - - 5078
Mutual Funds 624,894 - - - 624,894
Wisconsin Local Government

investment Peol 16,657,759 - - - 16,657,759
Totals $17,340641 - 5 - - $ 17,340 611

interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affec! the fair value of an
investment. Generally, the longer the maturity of an investment, the greaier the sensitivity of its fair value
to changes in market interest rates. The City's investment policy requires the City to diversify investment
maturities as a means of managing its exposure to fair value iosses arising from increasing interest rates.
Unless maiched to a specific cash flow or maturity, the City will not directly invest in securities maturing
more than two years from the date of purchase. Reserve funds may be invested in securities exceeding
two years if the maturity is made to coincide with the expected use of the funds.

information about the sensitivity of the fair values of the City's investments o market interest rate
fluctuations is provided by the following table that shows the distribution of the City's investments by

maturity:

Remaining Maturity {in Months

12 Months 13t024 25to 60 More Than

Invesiment Type Amount or Less Months Months 80 Months
Exchange Traded Funds $ 52,880 & 52,880 § - - g .
Money Markets 5,078 5,078 - - -
Mutual Funds 624,894 624,894 - - -

Wisconsin Local Government

Investment Pool 16,657,758 16,657,750 - - -
Totals $ 17,340,611 $17.340611 % - - $ -
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Concentration of Credit Risk

With the exception of U.S. Treasury securities and authorized pools, the City's investment policy requires
that no more than 25% of the City's totat investment portfolio in any particular fund may be invested in a
single security type. The City does not have any investments in any one issuer (other than U.S. Treasury
securities, mutual funds, and external investment pools) that represent 5% or more of iotal City
investments.

Investment in Wisconsin Local Government invastment Pool

The City has investments in the Wisconsin local government investment poot of $16,657,759 at vear-end.
The Wisconsin local government invesiment pool (LGHP) is pari of the State Investment Fund (SIF), and is
managed by the State of Wisconsin Invesiment Board. The SIF is not registered with the Securities and
Exchange Commission, but operates under the statutory authority of Wisconsin Chapter 25. The SIF
reports the fair value of its underlying assets annually. Participants in the LGIP have the right to withdraw
their funds in total on one day's notice. At December 31, 2011, the fair value of the City's share of the
LGIF's assets was subsiantially equal to the carrying value.

2. Restricted Assels
Restricted assets on December 31, 2011 totaled $1,620,278 and consisted of cash and investments held
for the following purposes:

Sewer Water
‘ Utility Utility Total
Restricted Cash and Investments
impact fees $ 100,556 § 111,049 § 211,605
Piant and equipment replacement fund 350,031 1,058,642 1,408,873
Total $ 450587 ¢ 1169691 $ 1620278
Grant requirement and bond covenants require the City to restrict cash and investments, as summarized
below:
impact fees Represents unexpended impact fees received by the City.
" Plant and eguipment replacement fund Represents resources set aside to fund plant renewals and

replacements or make up potential future deficiencies in the
redempiion account.
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3. Capital Assets

Capital asset activity for the year ended December 31, 2011 was as follows:

Governmental activities:

Capital assets, not being depreciated:
Land
Construction in progress

Capital assets, being depreciated:
Buildings
Land improvements
Machinery and equipment
Infrastructure
Subfotals

Less accumulated depreciation for:
Buildings
Land improvements
Machinery and equipment
Infrastruciure
Subtotals

Total capital assets, being depreciated, net

Governmental aclivities capital assets, net

Less related long-term debt outstanding, net of debt proceeds of $1,254,728

invested in capital assets, net of related debt

Business-type activities:

Capital assets, not being depreciated:
Land
Properiy heid for future use

Capital asseats, being depreciated:
Buildings
Machinery and equipment
infrastruciure
Subtotals

Less: accumulated depreciation

Total capital assets, being depreciated, net
Business-type activities capital assets, net
Less related long-term debt outstanding

tnvested in capital assets, net of related debt
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Beginning Ending

Balance Increases Decreases Balance
$ 3752421 % - $ - $ 3,752,421
- 829,567 - 929,567
3,752,421 029,567 - 4,681,988
11,616,552 765,145 - 12,381,697
- 86,065 - 86,065
9,285,999 1,113,616 22,551 10,377,064
80,212,066 1,235,583 81,447,659
101,144,617 3,200,419 22,551 104,292 485
7,088,603 277,937 - 7,366,540
- 2,584 - 2,584
7.501,200 642.820 22,551 8,121,469
50,242 771 3,616,803 - 53,859574
64,832,574 4,540,144 22,551 69,350,167
36,282,043 (1,339,725} - 34,942,318
$ 40,034,464 3 (410,158) § - $ 39,624,308

6042600

$ 33,581,614
$ 765,749 § - $ - % 785,748
167,158 - - 197,168
962,9_07 - - 962,807
7,655,585 2,873 - 7,658,458
8,013,644 104,363 35,288 8,082,719
21,918,005 159,068 49,570 22,027 503
37,587,234 266,304 84,858 37,768,680
13,197,467 938,048 67,578 14,067 937
24,388,767 {671,744} 17,280 23,700,743
& 25352674 % (671,744) § 17,280 24,663,650
$ 24.663,650
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NOTE C - DETAILED NOTES ON ALL FUNDS (Continued)
Depreciation expense was charged to functions of the City as follows:

Governmental activities

General government 5 294,802
Public safety 367,123
Public works 3,729,190
Health and human services 13,518
Culture and recreation 105,511
Total depreciation expense - governmental activities 3 4,540,144

Business-type activities

Water $ 432 605
Sewer 505 443
Total depreciation expense - business-type activities 3 838,048

4. interfund Receivable/Payables, Advance and Transfers
interfund receivables and payables hetween individual funds of the City, as reported in the fund financial
statements, as of December 31, 2011 are detailed below:

interfund Interfund
Receivables Payables
Governmentai Funds
General Fund $ 1,421,528 $ 1,839,702
General Debt Service Fund 102,504 -
Capital Improvements Fund - 320,119 33.216
TID No. 4 Capital Projects 27,559 1,032,854
Parking Meters and Lots 528,090 122
Lakefront Operations . 721,326 27,559
Public Library 1,995 82,626
Cemetery Operations - 1,644
impact Fees - 21,218
Enterprise Funds
Water Utility : 5,098 283,923
Sewer Utility - 6,355
Totals 5 35,129219 § 32129219

interfund receivables and payabies relate to temporary cash advances for defickt cash, pooled cash
transactions and operating accounts.
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interfund transfers for the vear ended December 31, 2011 were as follows:

Transfer to:
TID No. 4
Capital Cemetery
General Fund |  Projects Operailions Totals
Transfers from;
General Fund 5 - 3 - $ 160,00C $ 160,000
Parking Meters and Lots 457,856 17,728 - 475,584
|akefront Operations 412,648 - - 412,648
Cemetery Perpetual Care - - 11,116 11,116
Water Utility 266,855 - - 266,855
Sewer Wility 10,788 - - 10,789
Totals $ 1148148 $ 17728 § 171116 § 1,336,892

Transfers are used to (1) transfer the cemetfery appropriate to the cemetery operations fund,
(2} reimburse general fund for administrative support functions provided to various funds, (3) payment of
property tax equivalent by the City's regulated water utility to the general fund, and (4} move unrestricted
general fund revenues to finance other programs of the City accounted for in other funds.

5. Deferred Revenues
Governmental activities and governmental funds defer revenue recognition in connection with resources
that have been received, but not yet earned. Governmental funds also report deferred revenue in
connection with receivables for resources that are not considered to be available to liquidate liabilities of
the current period. At the end of the current fiscal year, the various components of deferred revenue and
unearned revenue were as follows:

[ Unavaileble | Unearned |  Total |
Subseguent year tax levy receivable $ - $ 8,107,382 §8,107,382
Special assessments 18,838 - 18,838
Ambulance receivable 29.719 ~ 22,718
Total g 48557 § 8107,302 $8155948
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6. Long-term Obligations

The foliowing is a summary of changes in long-term obligations of the City for the year ended

December 31, 2011:

Qutstanding Qutstanding | Due Within
11711 Issued Retired 12/31/11 One Year
Governmental activities:
General Obligation Debt
Notes $ 5,060,000 % 2,980,000 $ 765000 § 7275000 $ 800,000
Alliant Energy notes 19,291 13,060 9,931 22,420 12,276
Compensated absences 165,163 750 - 165,913 -
Post-employment
benefits payable 1,086,551 409,004 153,705 1,341,850 -
Governmental.activities
Long-term obligations $ 6331005 $ 3402814 $ 928636 § 8805183 F 912276
Business-type activities:
Compensated absences $ 30,829 % 1,080 § - 5 31,889 % -
Post-employment
benefits payable 70,112 208,443 - 99,555 -
Business-type activities '
Long-term obligations $ 100941 § 30503 % - $ 131444 § -
Total interest paid during the vear on long-term debt totaled $183,316.
General Obligation Debt
General obligation debt currently outstanding is detailed as follows:
Notes
$2.040,000 issued 12/15/03; $305,000 to $325,000 due annually
through 2013; interest 3.50% to 3.60% $ 630,000
$4,390,000 issued 12/15/06; $470,000 to $930,000 due annually
through 2016; interest 4.00% 3,665,000
$2,980,000 issued 07/01/11; $25,000 io $585,000 due annually
through 2021; interest .80% tc 2.70% 2,980,000
Total Qutstanding General Obligation Dabt § 7.275.000
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Alliant Energy Noies

Alliant Energy has instalied equipment in City facilities 1o reduce the City's annual energy consumption.
The Cily has entered into agreemenis to repay Alliant Energy over fwe years. Alliant Energy notes
currently outstanding are detailed as follows:

Alliant Energy Notes
$46,105 issued 05/31/07; $828 principat and interest payment due monthly

through 2012; interest 3.00% 5 9,805
$7,782 issued 08/28/11; $140 principal and interest payment due monthly

through 2018; interest 3.00% 7,419
$5,278 issued 08/29/11; $95 principal and interest payment due monthly

through 2016; interest 3.00% 5,196
Total Qutstanding Alliant Energy Notes $ 22 420

st e s oo

Annual principal and interest maturities of the oufstanding general obligation debt of $7,275,000 and Alliant
Energy notes of $22,420 on December 31, 2011 are as detailed below:

Governmental Activities
Year Ended General Obligation Alltant Energy Notes Totals
December 31 Principal | Interest Principal |  Interest Principal |  Interest
2012 $ 000,000 § 237,249 § 12,276 § 505 § 912,276 § 237,754
2013 850,000 188,888 2,548 270 852,546 189,158
2014 880,000 155,563 2,624 192 882,624 155,755
2015 915,000 120,288 2,704 112 817,704 120,400
2016 855,000 83,5613 2,27G 31 957,270 83,544
2017-2021 2,775,000 177,883 - - 2,775,000 177,983

$ 7275000 § 963484 % 22420 § 1110 § 7297420 ' § 064,594

For governmental activities, the other long-term liabilities are generally funded by the general fund.

Legal Margin for New Debt

The City's legal margin for creation of additional general obligation debt on December 31, 2011 was
$39,658,749 as follows:

Equalized valuation of the City $ 936,644,800
Statutory limitation perceniage (x) 5%
General obligation debt limitation, per Section 67.03 of the

Wisconsin Statutes 46,832,245

Total outstanding general obligation debt applicable o debt limitation $ 7,275,000
Less: Amountis available for financing general obligation debt

Debt service fund 102,504
MNet outstanding general obligation debt applicable to dabt limitation 7,172,496
Legal Margin for New Debt $ 30659749
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7. Tower Rental Income

The City of Lake Geneva rents space on its water towers to various lessees for the mounting of
telecommunications equipment. Rental income for the year ended December 31, 2011 was $184,080.
The remaining future rental payments due on the leases are as follows:

Year Ended

December 31 Amount
2012 3 183,198
2013 201,973
2014 211,161
2015 220,783
2016 225,857

$ 1,052,972

8. Fund Equity
Portions of the City’s fund balance have been assigned on December 31, 2011 as follows:

{ Funds ] Purpose [ 12/3172011 |

General Fund

Fire department Danations $ 5,707
Fire department CPR revenue 2,260
Police department Uniform allowance 4,080
Police department 1033 program 244
Pdiice department Vest donations 2,810
Pdlice department Donations 9,487
Police department State seizures 2,490
Ambulance EMS Act 102 program 24,293
Historical preservation Donations 2,882
Post-employment Post-employment liability 157,541
211,804

Special revenue funds
Parking meters and lots Operations 525,000
Lakefront operations Operations 810,280
Cemetery Operations 81,466
1,218,746

Capital projects fund

Capitat improvements Capital purchases 166,932
impact fees 46,113
213,045
Total Assigned Fund Balance ) 1,641,585
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1.

Retirement Commitments

All eligible City employees pariicipate in the Wisconsin Retirement System (WRS), a costsharing,
muliiple-employer, defined benefit, public employee retirement system. All permanent employees hired
before July 1, 2011 and expected to work over 600 hours a year (440 hours for teachers and educational
support personnet) or hired on or after July 1, 2011 and expected to work over 1200 hours a year {880
hours for teachers and educsational support personnel} are eligible to participate in the WRS. Covered
employees in the General/Teacher/ Educational Support Personnel category are required by statute to
contribute 5.8% of their salary (6.65% for Execuiives and Eiected Officials, 5.8% for Protective
Occupations with Social Security, and 5.8% for Protective Occupations without Social Security) to the
plan. Employers may make these contributions {o the plan on behalf of employess. Employers are
required to contribute an actuarially determined amount necessary to fund the remaining projected cost of
future benefits.

The payroll for City employees covered by the WRS for the year ended December 31, 2011 was
$4,349,436; the employer's total payroll was $4,854,648. The total required coniribution for the year
ended December 31, 2011 was $559,576, which consisted of $298,552 or 6.86% of payroll from the
employer and $261,024, or 6.00% of payroll from employees. Total coniributions for the years ending
December 31, 2010 and 2009 were $546,949 and $495,283 respeciively, equal to the required
confributions for each year.

Employees who retire at or after age 65 (62 for elected officials and 54 for protective occupation
employees with less than 25 years of service, 53 for protective occupation employees with more than 25
years of service) are eniifled to receive a retirement benefit. Employees may refire at age 55 (50 for
protective occupation employees) and receive actuarially reduced benefits. The factors infiuencing the
beneft are: (1) final average earnings, {2) years of creditable service, and (3) & formula factor. Final
average earnings is the average of the employee’s three highest year's earnings. Employess terminating
covered employment and submitting application before becoming eligible for a retirement benefit may
withdraw their contributions and, by doing so, forfeit all rights to any subsequent benefif. For employees
beginning participation on or after January 1, 1990 and no longer actively employed on or after Aprit 24,
1998, creditable service in each of five years is required for eligibility for a retirement annuity.
Participants employed prior to 1990 or after Aprit 24, 1998 are immediately vested.

The WRS also provides death and disabiiity benefits for employees. Eligibility and the amount of all
benefits is determined under Chapter 40 of Wisconsin Statutes. The WRS issues an annual financial
report which may be obiained by writing to the Department of Employee Trust Funds, P.O. Box 7831,
Madison, WI 53707-7931.

Other Postemployment Benefits

Flan Description. The City operates a single-employer refiree benefit plan that provides postemployment
health and dental benefits to eligible employees and their spouses. There are 73 aclive and 6 retired
mermbers in the plan as of December 31, 2010. Benefits and eligibility for employees are established and
amended through collective bargaining with the recognized bargaining agent for each group; and include
posternployment health and dental coverage Benefits and eligibility for administrators and general suppart
staff are established and amended by the governing body.

Funding Policy. Payments under the plan are made on a pay-as-you go basis. There are no invesied

plan assets accumutated for payments of future benefits. The general fund is used for funding of all
pension/retirement benefits. The employer makes all contributions.
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Annual Required Coniribution and Net OPEB Obligation. The City's annual other post-employment
benefit (OGPEB) cost (expense) is calculated based on the annual required contribution (ARC), and the
amount actuarially determined in accordance with the parameters of GASE Statement 45. The ARC
represents a-level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year
and amortize any unfunded actuarial liabilities over a period not to exceed thirty years. The following
table shows the components of the City's annual OPEB cost for the vear, the amount actually contribuied
to the plan, and changes in the City's net OPER obligation.

{ Component | Amount |
Annual required contribution $ 384,299
Irterest on net OPEB 80,896
Adjustment to annual required contribution (26,749)
Annual OPEB cost (expense) 438,446
Contributions made 153,704
Change in net OPEB obligation 284,742
OPEB obiigation - beginning of year 1,156,663
OPEB obligation - end of year § 1441405

The actuarial methods and assumptions used include technigques that are designed fo reduce the effect of
shori-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with a
long-term perspective of the calculations. Additional information as of the latest actuarial valuation

foliows;
Valuation Date January 1, 2008
Actuarial cost method Projected Unit Credit
Amaortization method 30 year cpen level dollar
Remaining amortization period , 27 years
Actuarial assumptions:

Investiment rate of return 5.50%

Healthcare cost trend rate 10.00% initial

5.00% ultimate

Projected salary increases 3.00%

Demographic assumptions are based on those used to value the pension plan of the Wisconsin
Retirement System with some consideration given to differences exhibited by the empioyees.

Trend Information - The City's annuat OPEB cost, the percentage of the annual OPEB cost contributed 1o
the plan, and the net OPEB obligation is as follows:

Percentage Of Annual
Fiscal Year Ended Annual OPEB Cost OPEB Cost Contributed | Net OPEB Obligation

1213172011 $ 438,446 35.06% $ 1,441,405
12131/2010 384 299 26.00% 1,156,663 .
12/31/2009 384,299 0.00% 760,500
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NOTE D - OTHER INFORMATION (Continued)

Funded Status and Funding Progress
The funded status of the plan as of the most recent actuarial valuation date is as foliows:

(4)
2) Unfunded
(B Actuarial Actuartal UAAL as a
Actuarial Actuarial | Accrued Liability (3} Accrued Liability (5) Percentage of
Vaiuation Date Value {AAL} Eniry Age | Funded Ratio (UAAL) Covered Covered Payroll
December 31 | of Assets Normal (t1y/(2) {2)- (1) Payroll {4)/(5)
2008 $ - $ 3,081,962 0% $ 3081962 § 4,854,648 63.48%

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understocd by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend. Actuarially
determined amounts are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future.

Risk Management ‘

The City is exposed fo varicus risks of loss related to torts; theft, damage or destrustion of assets; errors
or omissions; employee health and accident claims; or acis of God. The City has chosen o retain a
portion of the risks through self-insurance programs and has also purchased insurance to transfer other
risks to outside parties. A description of the City's risk management programs is presented below:

The City maintains self-insurance for medical insurance. The claims liability of $123,519 reported in the
general fund at December 31, 2011 is based on the requirements of GASB Statement No. 10, which
requires that a liability for claims be reported if information prior to the issuance of the financial
statemenis indicates that it is probable that a liability has been incurred at the date of the financial
statements and the amount of the loss can be reasonably estimated. Changes in the fund's claim liability
-amount for 2010 and 2011 follow:

Current Year
Claims and
Liability Changes in Liability
January 1 Estimates Payments December 31
2010 $ 146,300 $ 1,408,070 $ 1,408,070 $ 146,300
2011 146,300 1,772,458 1,795,239 123,519

The City also purchases commercial insurance policies for various property and other liability risks.
Payments of premiums for these policies are recorded as expendiiures or expenses in various other
funds of the City. Settlements have not exceeded insurance coverage for each of the past three years.
There have also been no significant changes in insurance coverage from the prior year.




CITY OF LAKE GENEVA, WISCONSIN
Notes to Basic Financial Statements
December 31, 2011

NOTE D - OTHER INFORMATION {Continued)

4.

5.

Confingencies
a. The City participates in a number of federal and state assisted grant programs. These programs are

subject to program compliance audits by the grantors or their representatives. Accordingly, the City's
compliance with applicable grant reguirements will be estabiished at some future date. The amount,
if any, of expenditures which may be disallowed by the granting agencies cannot be determined at
this time although the City expects such amounts, if any, to be immaterial.

b. From time to time, the City is party to other various pending claims and legal proceedings. Although
the outcome of such matters cannot be forecast with certainty, it is the opinion of management and
legal counsel that the likelihood is remote that any such claims or proceedings will have a material
adverse effect on the City's financial position or resulis of operations.

Property Tax Levy Limit

Wisconsin state statutes provide for a limit on the property tax levies for all Wisconsin cities, villages,
towns and counties. For the 2011 budget year, the increase in the maximum allowable tax jevy is limited
ta the greater of the percentage change in the Cify's January 1 equalized value as a result of net new
construction or 3.0% per year. The actuat imit for the City for the 2011 budget was 3.0%. For the 2012
budget year, Wisconsin statutes limit the increase in the maximum allowable tax ievy o the change in the
City’s January 1 equalized value as a result of net new construction. The actual limit for the City for the
2012 budget was .97%. Debt service for debt authorized after July 1, 2005 is exempt from the levy limit.
in addition, Wisconsin statutes allow the limit to be adjusted for the increase in debt service authorized
prior to July 1, 2005 and in certain other situations.

Tax Incremental Financing Districts

The City has established a separate capital projects fund for a Tax Incremental Financing Districts (TID)
created by the City in accordance with Section 66.1105 of the Wisconsin Statutes. At the time the TID
was created, the property {ax base within the TID was "frozen" and increment taxes resulling from
increases to the property tax base are used 10 finance TID improvements, including principal and interest
on fong-term debt issued by the City to finance such improvements, The Statutes allow eligible project
costs to be incurred up to five years prior to the maximum termination date. The City's district are still
eligible to incur project costs.

Since creation of the above TID, the City has provided various financing sources to each TID and has
also recorded eligible TID project costs in other funds of the City. The foregoing amounts are not
recorded as liabililies in the TID capital project funds but can be recovered by the City from any future
excess tax increment revenues.

The intent of the City is to recover the above amounts from future TID surplus funds, if any, prior to
termination of the respective TID's. Unless terminated by the City prior thereto, each TID has a statutory
termination vear as follows:

_TDNo. 4 ]

Termination year 2023

Customer User Rates

Rates currently charged for water service as of December 31, 2011 were authorized by the Wisconsin
Public Service Commission on November 26, 1991. Rates currently charged for sewer service as of
December 31, 2011 were authorized by the City of Lake Geneva on March 16, 1998
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CITY OF LAKE GENEVA, WISCONSIN
General Fund
Detailed Comparison of Revenues and Other Financing Sources - Budget and Actual
For the Year Endad December 31, 2011

Varianes
with Final
Budget
Original Final Positive
Budget Budget Actual {Negative)
Taxes
General property $ 4466490 $ 4466490 $ 4456480 § -
Omitted and other taxes - - 1,236 1.236
Mobile home 3,800 3,800 4224 424
Room tax 407,000 407,000 437,521 30,521
Sales tax discount 200 200 332 132
interest on taxes 100 100 13,806 13,706
Total Taxes 4 877,500 4,877,580 4,923 609 46,018
Special Assessments
Curb and gutter 8,000 8,000 10,212 2212
Intergovernmental
Recycling 36,000 36,000 23,829 (12,171)
State shared revenues 126,835 126,835 126,128 {706)
Police depariment ) 5,000 80,000 153,669 73,689
Fire department 42,500 42,500 42,700 200
Emergency management , - - 70,600 70,600
State aid for highways 729,643 728,643 . 728,378 (285)
Municipal services 4,000 4,000 3,576 {424)
Exempt computer 16,000 16,000 18,495 2,495
Aids in lieu of taxes 26,000 26,000 27,000 1,000
GLLEA accounting services 3,000 3,000 3,000 -
Total Intergovernmental 988,978 1,083,978 1,198,376 134,358
Licenses and Permiis
Licenses
Liguor and malt beverage licenses 28,000 28,000 30,485 2,455
Operators 8,200 8,200 13,755 5,655
Cable TV franchise fees 86,000 86,000 105,783 19,783
QOther business licenses 18,000 18,000 16,320 (1,680}
Dog and cat 400 400 660 260
Miscellaneous 5,000 5,000 6,885 1,885
Pearmits
Building 70,000 70,000 38,048 (31,052)
Electrical 15,000 15,000 9,919 (5,081}
Plumbing 10,000 10,000 8,651 {1,349)
Zoning 13,000 13,000 14,580 1,550
Other miscellaneous 13,000 13,000 18,339 5339
Total Licenses and Permits 266,600 266,600 264 275 {2,325)
Fines and Forfeits
Court penalties and costs 174,100 174,100 142.914 (31,186)
Parking violations 19,500 19,500 14,500 {5,000)
Restitution - - 160 160
Total Fines and Forfeiis 193,600 193,600 157,574 (36,026)

(Continued)
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CITY OF LAKE GENEVA, WISCONSIN

General Fund

Detailed Comparison of Revenues and Other Financing Sources - Budget and Actual {Continued)
For the Year Ended December 31, 2011

Public Charges for Services
Geneval government fees
Police department
Fire department
Street department
Snow and ice
Tree and brush
Traffic control
Parks
Miscelaneous fees and charges
Total Public Charges for Services

Intergovernmental Charges for Services
Police depariment
Fire department
TiD reimbursement
Total Intergovernmental Charges for Services

Interest
Interest income
Interest on special assessment
Total Interest

Miscellaneous
insurance recoveries
Rent of city property
Donation
Miscellaneous
Total Miscellaneous

Total Revenues

Other Financing Sources
L ong-term debt issued
Sale of capital assets
Transfers In
Special Revenue Funds
Lakefront
Parking fund
Enterprise Fund
Payment in lieu of tax
Total Transfers in

Total Other Financing Sources

Total Revenues and Other Financing Sources

Variance
with Final
Budget
Original Final Positive
Budget Budget Actual {Negative)

7,772 1772 23,122 15,350

5,000 5,000 6,885 1,895

190,100 190,100 214,805 24,805

2,100 2,100 6,116 4,016

1,000 1,000 2,275 1,275

- - 4,612 4,612
3,500 3,500 2,810 {690)
3,500 3,500 3,385 {105)

100 100 632 532

213,072 213,072 264,762 51,680

136,699 139,089 144,455 10,356

20,000 20,000 44,500 24,500
20,000 20,000 - (20,000}

179,099 179,099 193,955 14,856
13,850 13,850 9,325 (4,625)

- - 966 966
13,850 13,950 10,291 {3,659)

19,000 19,000 23,260 4,260

300 300 351 51

2,500 2,500 11,889 8,389
1,100 1,100 1,334 234

22,900 22,900 36,834 13,834

6,763,789 6,838,789 7,059,888 221,089

- - 5278 5,278

- - 96,895 96,885
409,058 409,059 384,820 (14,139)

419,765 419,785 475,584 55,812

233,000 233,000 277,644 44,644

1,061,824 1,061,824 1,148,148 86,324

1,061,824 1,061,824 1,250,321 188,497

$ 7825613 $ 7900613 § 8310209 § 409,586
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CITY OF LAKE GENEVA, WISCONSIN
General Fund

Detailed Comparison of Expenditures and Other Financing Uses - Budget and Actual

General Government
General government expense
insurance
Health and other benefits
Common council
Municipal court
City attorney
Cutside legal services
Mayor
City administrator
City clerk
Accounting and data processing
City treasurer
City assessor
City hall building
Sheridan springs property
Total Generai Government

Public Safety
Police department
Fire depariment
Fire hydran{ rental
Building and zoning
Emergency management
Total Public Safety

Public Works
DPW and engineering
Sireet and highway
Snow and ice
Tree and brush
Compost operations
Storm sewer
Fraffic control
Recycling and sanitation
Total Public Works

(Continued)

For the Year Ended December 31, 2011

Variance
with Final
Budget
Original Final Positive
Budget Budget Actual {Negative)
5 141,250 § 79,883 % 03,478 (13,595)
162,428 162,428 167,886 (5,558)
1,092,501 1,082,501 1,332,312 (239,811)
36,625 43,609 43,208 4
111,017 111,017 83,459 27,558
79,168 79,168 76,280 2,878
25,000 25,000 23,232 1,768
7,060 7,060 6.813 247
112,163 112,163 110,879 1,284
131,487 131,487 124,994 6,493
187,427 187,427 163,681 23,746
24,294 24,294 21,097 3,197
68,926 68,926 57,038 11,888
176,738 176,738 174,912 1,826
13,000 13,000 3,359 9,641
2,369,084 2,314,701 2,482,738 (168,037)
2,468,876 2,558,336 2,632,383 (74,047)
696,055 720,269 714,709 5,560
227,950 227,850 228,332 (382)
138,932 138,032 143,276 (4,344)
35,043 35,043 42 602 (7,559)
3,567,856 3,680,530 3,761,302 (80,772)
8,500 9,500 13,217 (3,717}
557,948 557,948 529,029 28,919
127,203 “127,203 129,371 (2,168)
62,270 62,270 58,978 2,292
70,125 70,125 75,814 {5,789)
18,950 18,850 7,627 11,323
130,040 133,540 137,433 (3,893)
423,077 423,077 425,830 {2,853)
1,399,113 1,402,613 1,378,409 24114
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CITY OF LAKE GENEVA, WISCONSIN

General Fund

Detailed Comparison of Expenditures and Other Financing Uses - Budget and Actuat {Continued)
For the Year Ended December 31, 2011

Cuiture and Recreation
Parks
Veteran's park
Leisure activities
Total Culiure and Recreation

Conservation and development
Plan commission
Conservation and development
Total Conservation and Development

Total Expenditures

OCther Financing Uses
Transfers out

Total Expenditures and Other Financing Uses

Variance
with Final
Budget
Qriginal Final Positive
Budget Budget Actual (Negative)
110,825 110,825 103,410 7,415
34,815 34,815 33,190 1,625
32,300 32,300 30,240 2,080
177,940 177,840 166,840 11,100
4,150 2,150 6,280 (4,130)
147 470 147,470 147,843 {373)
151,620 148,620 154,123 {4,503)
7,665,613 7,725,404 7,943,502 {218,098)
160,000 160,000 160,000 -
$ 7825613 & 7885404 § 8.103,502 § (218098)
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CITY OF LAKE GENEVA, WISCONSIN
Combining Balance Sheet
Nonmaijor Governmentat Funds
December 31, 2011

Special Revenue Funds

Parking
iMeters and Lakefront Public
Lots Operations Library
ASSETS
Cash and investments % 1,125 % - $ 422,011
Receivabies
Taxes - - 418,000
Accounts 815 284 -
Due from other funds 529,080 721,326 1,995
TOTAL ASSETS 3 531030 § 721610 § 842006
LIABILITIES AND FUND BALANCE
Liabilities
Accounts payable $ 245 § 2852 % 14,228
Accrued liabilities 5,663 2,619 13,175
Due to other funds ‘ 122 27,559 82,626
Deferred revenue
Tax levy : - - 418,000
Deposits held in trusi - 78,300 -
Total Liabilities 6,030 111,330 528,029
Fund Balance
Nonspendabie
Cemetery perpetual care - - -
Restricted
Library - - 313,977
impact fees - - -
Assigned
Special revenue funds 525,000 610,280 -
Capital projects fund - - -
Total Fund Balance 525,000 610,280 313,977
TOTAL LIABILITIES AND FUND BALANCE 3 531030 § 721610 § 842006
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Permanent Capital
Projects Total
Cemetery Other
Cemetery Perpetual impact Governmenial
Operations Total Care Fees Funds
$ 87,348 § 510485 § 392545 § 270,006 § 1,173,936
160,000 578,000 - - 578,000
- 1,689 - - 1,089
- 1,252,411 - - 1,252,411
3 247,349 $ 2341995 § 392545 § 270906 § 3005448
3 4239 % 21,564 § - $ - 5 21,564
- 21,457 - - 21,457
1,644 111,851 - 21,218 133,169
164,000 578,000 - - 578,000
- 78,300 - - 78,300
165,883 811,272 - 21,218 832,490
- - 392,545 - 392,545
- 313,977 - - 313,977
- - - 203,575 203,575
81,466 1,216,746 - - 1,216,746
- - - 46,113 46,113
81,466 1,530,723 392,545 249 688 2,172,956
$ 247349 § 23419905 $ 392545 § 270906 $ 3005446
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CITY OF LAKE GENEVA, WISCONSIN
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmenial Funids
For the Year Ended Decamber 31, 2011

Special Revenue Funds

Farking
Meters and L.akefront Public
Lots Operations Library
Revenues
Taxes $ - 3 - $ 418,000
intergovernmenial - 27,675 224,338
Fines and forfeits 348,036 - -
Public charges for services 464,261 960,712 27,868
Interest 810 - {6,178)
Miscelianeous - 1,114 21,130
Total Revenues 813,107 889,501 685,158
Expenditures
Current _
Public works 262,523 - -
Health and human services - - -
Culture and recreation - 480,533 675,657
Capital outlay
Culture and recreation - - -
Debt service
Principal retirement - - 362
Interest - - 57
Debt issuance costs - - -
Total Expendiiures 262,523 480,533 676,076
Excess of Revenues Over (Under)
Expenditures 550,584 508,968 9,082
Other Financing Sources (Uses)
Long-term debt issued - - 7,782
Transfers in - - -
Transfers out {475,584) (412,648) -
Totai Other Financing Sources (Uses) {475,584) (412,848) 7,782
Net Change in Fund Balances 75,000 96,320 16,864
Fund Balances - January 1 450,000 513,960 297,113
Fund Batances - December 31 $§ 525000 % 610280 % 313977
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Permanent Capitat
Proiects Total
Cemetery Other
Cemetery Perpetual impact Governmenial
Operations Total Care Fees Funds
3 - $ 418,000 & - 3 - 3 418,060
- 252,013 - - 252,013
- 348,036 - - 348,036
50,294 1,503,133 13,500 30,614 1,547,247
44 {5,322) 8,455 380 1,513
- 22244 - - 22,244
50,338 2,538,104 19,955 30,004 2,585,083
- 262,523 - - 262,523
212,199 212,199 35 - 212,234
- 1,156,190 - - 1,156,190
- - - 4,515 4,515
- 362 - - 362
- 57 - - 57
212,199 1,631,331 35 4515 1,635,881
{161,861) 906,773 19,820 26,479 953,172
- 7,782 - - 7,782
171,116 171,116 - - 171,116
- (888,232) (11,116) - (889,348)
171,116 {709,334) (11,1186) - (720,450)
9,285 197,439 8,804 26,479 232,722
72,211 1,333,284 383,741 223,269 1,940,234
$ 81466 $ 1530723 $ 392545 § 249688 § 2172956
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Mayor and City Council
City of Lake Geneva, Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of Lake Geneva, Wisconsin, as of and for the year
ended December 31, 2011, which collectively comprise the City's basic financial statements and have issued our
report thereon dated May 7, 2012. Our report includes a reference to other auditors. Other auditors audited the
financial statements of the City's Oak Hill Cemetery, Downtown Lake Geneva Business Improvement District, and
Lake Geneva Utility Commission, as described in our report on the City's financial statements. We conducted our
audit in accordance with audiling standards generally accepied in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolfer General of
the United States. The financial statements of the City's Oak Hill Cemetery, Downtown Lake Geneva Business
Improvement District, and Lake Geneva Utility Commission were not audited in accordance with Government
Auditing Standards.

Internal Control Over Financial Reporting ,

Management of the City of Lake Geneva, Wisconsin, is responsible for establishing and maintaining effeciive
internal conirol over financial reporting. in planning and performing our audit, we considered the City's internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion of the effectiveness of the
City's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the City's internal conirol over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in iniernal
control such that there is a reasonable possibility that a material misstatement of the financial statements will not
be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financiai reporting was for the lmited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial reporting, described in the
accompanying schedule of findings and responses as items 2011-01 and 2011-02 that we consider o be
significant deficiencies in internal control over financial reporting. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness vet important encugh
to merit attention by those charged with governance.
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Compliance and Other Matlers

As part of obtaining reasonabie assurance about whether {he City's financial statements are free of material
misstiatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and maierial effect on the determination of basic
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The resutis of our tests disclosed no
instances of noncompilance or other matters that are required to be reported under Government Audifing
Sfandards.

We noted certain matiers that we reported to management of the City of Lake Geneva, Wisconsin in a separate
letter dated May 7, 2012.

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

jM}'g

Certified Public Accountanis
Green Bay, Wisconsin
May 7, 2012
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CITY OF LAKE GENEVA, WISCONSIN
Schedule of Findings and Respanses
For the Year Ended December 31, 2011

Section | - internal Control Over Financial Regorting

Finding No. Conirol Deficiencies
2011-01 Segregation of Duties
Condition: A limited number of City employees perform the majority of the accounting functions for
the City of Lake Geneva.,

Criteria;  Segregation of duties is an internal control intended to prevent or decrease the occurrence
of errors or intentional fraud. Segregation of duties ensures that no single employee has
control over all phases of a {ransaction.

Cause: The lack of segregation of duties is due to the limited number of employees and the size of
City's operations.

Effect: Segregation of duties is an internal control intended to prevent or decrease the occurrence
of errors or intentional fraud. Segregation of duties ensures that no single employee has
control over all phases of a transaction. Errors or intentional fraud could occur and not be
detected timely by other employees in the normal course of their responsibilities as a
result of the fack of segregation of duties.

Recommendation:  We recormmend the City Council continue to monitor the transactions and the financial
records of the City.
Management Management believes that the cost of segregating cash receipts and cash disbursement
Response: duties from the refated recording functions cutweigh the benefits to be received.
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CITY OF LAKE GENEVA, WISCONSIN
Schedule of Findings and Responses {Continued)
For the Year Ended December 31, 2011

Section | - Internal Control Over Financial Reporting {(Continued)

Finding No.

Controt Deficiencies

2011-02

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Management
Response:

Year End Closing and Financial Reporting

While the current staff of the City maintain financial records which accurately report
revenues and expenditures throughout the year, preparing year end adjusting, closing and
GASB 34 conversion entries necessary fo prepare financial statements, including related
notes and state financial reporis require additional experiise that would entail additional
training and siaff time to davelop. The City confracts with Schenck and their knowledge of
current accounting principles and regulatory reguirements of the Wisconsin Department of
Revenue to prepare required journal entries and financial reports for the City in an efficient
manner,

The review of financial statements by staff with expertise in financial reporting is an
internal control intended to prevent, detect and correct a potential misstaiement in the
financial statements or notes.

The additional costs associated with hiring staff experienced in preparing year end
adjusting, closing, and GASB 34 conversion entries and financial reports, lncluding
additional training time outweigh the derived benefits.

The City may not be able to preveni, detect and correct a potential misstatement in the
financial statements or the notes o the financial statemenis.

We recommend the Citv continue reviewing the adjusting, closing and GASB 34
conversion enfries along with the financial reports prepared by Schenck. While it may not
be cost heneficial o hire additional staff o prepare these items, a thorough review of this
information by appropriate staff of the City is necessary {o obfain an adequate
understanding of the City's financial report.

Management believes the cost for additional staff time and training to prepare GASB 34
conversion entries outweigh the benefits fo be received. Management will continue to
review financial statements and other information prepared by Schenck.

Section Il - Compliance and Other Matters

There are no findings related o compliance and other matiers that are required to be reported under
government auditing standards generaily accepted in the United States of America for the year ended
December 31, 2011.
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