IT IS EXPECTED THAT A QUORUM OF THE PERSONNEL COMMITTEE, BOARD OF PUBLIC WORKS, PLAN
COMMISSION WILL BE ATTENDING THIS MEETING; (ALTHOUGH IT IS NOT EXPECTED THAT ANY OFFICIAL ACTION
OF ANY OF THOSE BODIES WILL BE TAKEN)

CITY OF MENASHA
Administration Committee

140 Main Street, 3rd Floor Council Chambers
September 17, 2007

5:40 PM

AGENDA

+ Back & Print

I. CALL TO ORDER
A. Call to Order

II. ROLL CALL/EXCUSED ABSENCES

A. Roll Call
III. MINUTES TO APPROVE-MINUTES & COMMUNICATIONS TO
RECEIVE
A. Administration Committee Minutes, 9/4/07 []
Attachments
IV. DISCUSSION
A. Review and Accept 2006 City of Menasha Audit (Dave Maccoux, Schenck) []
Attachments
B. Proposal of Wolfrath's Nursery for the purchase, delivery and planting of 24 trees |
in the Province Terrace area not to exceed $3,485 (TIF #9) Attachments
C. Recommendation of Parks and Recreation Board to Increase Marina Seasonal []
Slip Rates for 2008. Attachments
D. Agreement with Fox Valley Public Health Preparedness Consortium. ]
Attachments
E. Offer to Purchase, 121 River Street, Michael Austin [
Attachments
F. Accounts payable and payroll for 9/6/07 - 9/13/07 for the amount of $370,808.79. []
Attachments

V. ADJOURNMENT
A. Adjournment

Menasha is committed to its diverse population.Our Non-English speaking population or those with disabilities are invited to
contact the Menasha City Clerk at 967-3600 24 hours in advance of the meeting so special accommodations can be made.



V.

CITY OF MENASHA
Administration Committee
140 Main Street, 3rd Floor Council Chambers
September 4, 2007
MINUTES

CALL TO ORDER

A.

Meeting called to order by Chairman Wisneski at 5:00 p.m.

ROLL CALL/EXCUSED ABSENCES

A.

PRESENT: Ald. Taylor (5:03p.m), Wisneski, Pack, Eckstein (5:25p.m.), Michalkiewicz, Chase,

Merkes.

EXCUSED: Ald. Hendricks
ALSO PRESENT: Mayor Laux, CA/HRD Brandt, PC Stanke, DPW Radtke, C/T Stoffel,

AP Beckendorf, GM Young, Dick Sturm, Clerk Galeazzi and the Press.

MINUTES TO APPROVE-MINUTES & COMMUNICATIONS TO RECEIVE

Minutes to approve:

A.

Administration Committee Minutes, 8/20/07
Moved by Ald. Michalkiewicz, seconded by Ald. Pack to approve.
Motion carried on voice vote.

DISCUSSION

A.

Update on Steam Utility Project and Water Treatment Plant (Discussion Only)

Dick Sturm, Steam Plant Manager, reported on the Steam Utility Project: The No. 5 generator is
on-line and No. 4 generator is still on-line. Staff will decide in the next week if to take No. 5
generator off-line. It all depends on the weather if No. 5 needs to be operating. The No. 5 back
pressure turbine/generator is running on low steam. Engineering problems continue with No. 5
back pressure turbine/generator. The machine can only operate in the low pressure mode. They
feel it is unsafe to operate it on high pressure. The valves are unstable. Dresser Rand has had
several people on hand to help with working out the problems. Staff has been talking with the
mid-management representatives from Dresser Rand on a solution. Upper management
representatives need to make the final decision on replacing the equipment.

GM Doug Young reported on the Water Treatment Plant: They are in the final stages of painting
the railings, pipes and other miscellaneous items in the plant. The landscaping is nearly done on
the river side of the plant. The balance of equipment is being installed. The control system is
being tested. Broad Street paving has been completed. They are receiving good resolutes from
the circulation project on Brighton Beach Road. The construction lighting will remain up until
security cameras are installed on the east side of the building.

Recommendation from Utility Commission to Approval Sargent & Lundy Workout Plan.

GM Young reviewed parts of the workout plan. He explained this is a roadmap to help them
workout the debt burden. The top priority is to renegotiate current contracts with steam
customers. This will help increase revenue. WPPI has indicated a willingness to support the
renegotiations. Approval by the Council will allow staff to move forward.



Division of Public Health Pandemic Influenza Contract Agreement #15738, Sept. 1, 2007 -
July 31, 2008, and authorize signature.

C/T Stoffel reported for PHD Nett. This is the same as previous contracts. It is not depended on
the State budget being adopted.

Offer to Purchase, 121 River Street, Michael Austin

Mayor Laux explained the Plan Commission recommended selling the property, and the Council
can decide on the price. Mr. Austin’s intent for the property is to renovate the current structure
on the property and use it as rental property.

Discussion ensued on zoning issues of the area, other vision for this area, if the structure is
razed would the DNR allow building on the lot, whether the area is in a floodplain, the land alone
is appraised at higher than offer to purchase.

Moved by Ald. Merkes, seconded by Ald. Taylor to schedule a Closed Session to discuss
counter offer.

Discussion.

Motion failed on roll call 2-5.

Ald. Merkes, Taylor — yes. Ald. Wisneski, Pack, Eckstein, Michalkiewicz, Chase — no.

Authorization of additional commitment of $12,000 for continued Davis & Kuelthau
representation regarding the issue of Fox River PCB contamination.
No Questions or Discussion.

0-13-07 An Ordinance Relating to C-4 Business Park District.

Discussion ensued on substations needing to be added under Special Uses. CA/HRD Brandt
explained Utilities owned substations would be exempt.

0-14-07 Ordinance Relating to Height, Setback and Area Exceptions
No Questions or Discussion.

0-15-07 An Ordinance Relating to Zoning Districts
No Questions or Discussion.

0-16-07 An Ordinance Relating to R-3 Multi-Family, Medium Density Residence District.

Discussion ensued on adding the wording under General Standards (f)(1) “whichever is less”,
regarding yard setbacks.

0-17-07 An Ordinance Relating to R-4 Multi-Family, High Density Residence District.
No Questions or Discussion.

0-18-07 An Ordinance Relating to C-1 General Commercial District.

Discussion ensued that an office building exceeding three stories in height would require a
Special Use Permit.

0-19-07 An Ordinance Relating to C-2 Central Business District.
No Questions or Discussion.

0-20-07 An Ordinance Relating to I-1 Heavy Industrial District.

Discussion ensued on Accessory Building and Uses should include Watchmen Quarters

0-21-07 An Ordinance Relating to I-2 General Industrial District.
No Questions or Discussion.



0. 0-22-07 An Ordinance Relating to R-2A Multi-Family, Zero Lot Line Residence District.
No Questions or Discussion.

P. 0-23-07 An Ordinance Relating to C-3 Business and Office District.

Discussion ensued on landscaping should be increased to 25-30%. CA/HRD Brandt explained
landscaping is covered in Ordinance O-25-07.

Q. 0-24-07 An Ordinance Relating to Pole Signs.
Discussion ensued on type of materials should be used for pole signs.

6:50 p.m - Recessed for Public Hearing
6:52 p.m. — Reconvened

R. 0-25-07 An Ordinance Relating to Site, Architectural, Landscaping and Lighting Plan
Review.

Discussion ensued on the type of construction material will be used in the lower 1/3 of the
buildings.

6:55 p.m — Recessed for Public Hearing
6:58 p.m. — Reconvened

S. 0-26-07 An Ordinance Relating to Monument Signs.
No Questions or Discussion.

T. 0-27-07 An Ordinance Relating to Traffic Visibility, Loading, Parking and Access.
No Questions or Discussion.

U. Accounts payable and payroll for 8/17/07-8/31/07 in the amount of $834,196.45.

Ck. #13916-GMN Consulting-$380.00 — vacation coverage for IT staff.
Ck. #13944-Omini Assoc.-$3,000.00 — real estate acquisition for Third Street project.
Ck. #13957-Stafford Rosenbaum-continue service for SCA Tissue tax-exempt status.

V. ADJOURNMENT

A. Moved by Ald. Pack, second by Ald. Michalkiewicz to adjourn at 7:00 p.m.
Motion carried on voice vote.

Respectfully submitted by Deborah A. Galeazzi, City Clerk
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BETTER PEOPLE. BETTER RESULTS.

To the Honorable Mayor and Members of the City Council
City of Menasha, Wisconsin

We have completed our audit of the basic financial statements of the City of Menasha, Wisconsin for the year
ended December 31, 2006. The City’s financial statements, including our report thereon, are presented in a
separate audit report document. Our responsibility, as described by professional standards, is to plan and
perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement and are fairly presented in accordance with accounting principles generally accepted in the
United States of America. Because an audit is designed to provide reasonable, but not absolute, assurance and
because we did not perform a detailed examination of all transactions, there is a risk that material errors, fraud,

noncompliance with the provisions of laws, regulations, contracts and grants or other illegal acts may exist and
not be detected by us.

Professional standards require us to consider the City’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the City’s financial statements but
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control. As part of our
audit, we have not performed procedures specifically to identify deficiencies in internal control or to express an
opinion on the effectiveness of your internal control.

Audit standards were changed in 2006 by the American Institute of Certified Public Accountants (AICPA) to lower
the definition of control deficiencies that we must communicate to management and the City Council as part of our
audit. In addition, the revised standard clarifies that the significance of a control deficiency is dependent on the
potential for misstatement, not whether a misstatement actually occurred. As a result, the number of control
deficiencies reported by auditors will significantly increase.

Statement of Auditing Standards No. 112, Communicating Internal Control Related Matters Identified in an Audit,
requires us to:

a. Evaluate identified control deficiencies and determine whether these deficiencies, individually or in
combination, are significant deficiencies or material weaknesses.

b. Communicate in writing to management and the City Council control deficiencies that are considered
significant deficiencies or material weaknesses, including those identified in previous audits that have not
yet been corrected.

Responsibility of Management and the Auditor

The new standard is expected to generate additional discussion of internal controls and their importance between
management and the auditors. The City is responsible for establishing, maintaining and monitoring internal
controls, and for the fair presentation of the City’s financial statements, including notes, in conformity with
accounting principles generally accepted in the United States of America. An effective internal control system

includes anti-fraud controls, controls to ensure accurate and timely financial reporting and to ensure safeguarding
of the City’s assets.

2200 Riverside Drive * PO. Box 23819 « Green Bay, Wl 54305-3819 < schencksolutions.com
Phone: 920-436-7800 ¢ 800-676-0829 ¢ Fax: 920-436-7808
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GENERAL CITY
FINANCIAL COMMENTS

1. City Fund Balances
Presented below is a summary of the City's governmental and fiduciary fund balances on December 31, 2006
including a comparison to the prior year. This information is provided to assist management in assessing
financial results for 2006 and for indicating financial resources available at the start of the 2007 budget year.

[ 12/31/06 | 12/31/05 ]

General Fund

Reserved for noncurrent assets $ 505,140 $ 78,581
Unreserved
Designated for subsequent years' expenditures 143,347 189,643
Designated for subsequent years' budget 1,362,500 777,000
Undesignated 2,245,355 2,622,074
Total Fund Balance 4,256,342 3,667,298
Special Revenue Funds
Housing rehabilitation revolving loans 5,727 49,093
Community development block grant 150,568 152,176
Marina operations 63,892 183,835
TIF District No. 1 115,865 115,867
TIF District No. 2 1 3
TIF District No. 3 (19,307) -
Park development - 81,632 78,628
Law enforcement grant 4,607 2,213
Recycling 104,016 99,482
Post employment sick leave reserve 334,142 413,684
Lead paint reduction (962) (19,649)
Library endowment 142,340 134,268
Hattie Minor Scholarship 49,201 49,489
Public safety donations 3,032 3,110
Heckrodt Nature Center 9,850 8,090
Senior Center memorials 3,165 2,887
Senior Center fund raising 2,716 2,727
Total Special Revenue Funds 1,050,485 1,275,903
Debt Service Fund
Reserved 3,785,013 4,583,881
Capital Projects Funds
2001 Capital projects - 37,309
2002 Capital projects - (63,037)
2003 Capital projects 68,149 64,952
2004 Capital projects 124,684 233,426
2005 Capital projects 48,346 (14,405)
2006 Capital projects 515,287 -
Capital improvements 10,396 10,004
Capital facilities 241,641 230,181
Tax Incremental District No. 4 (65,617) (61,811)
Tax Incremental District No. 5 447,309 1,006,303
Tax Incremental District No. 6 (17,205) 135,177
Tax Incremental District No. 7 (173,255) (58,914)
Tax Incremental District No. 8 40,552 119,129
Tax Incremental District No. 9 956,357 811,402
Tax Incremental District No. 10 1,350 -
Roadways at River's Edge 638,183 68,183
Total Capital Projects Funds 2,266,177 2,527,899
Total Govermmental Fund Balances _$ 11358017 $ 12.054.981




1.

City Fund Balances (Continued)

The City's general fund increased $589,044 during the year resulting from favorable expenditure variances
which offset the anticipated fund balance applied in the 2006 budget. The City’s undesignated fund balance
currently is $2,245,355 or 13.3% of the City's 2007 general fund expenditure budget.

City’s Debt Position

At December 31, 2006, the City has outstanding general obligation debt totaling $37,474,705. The City's
CVMIC fund is responsible for general obligation debt totaling $111,420. The debt service payments on this
debt are being financed by dividends from CVMIC. Annual principal and interest maturities of the outstanding
general obligation debt on December 31, 2006 are allocated as follows:

Year Ended Internal Service Fund General Long-term Debt Utility Fund Total G.O. Debt
December 31 Principal | Interest Principal | Interest Principal | Interest Principal | Interest
2007 $ 111420 $ 4,847 § 1955950 $ 1,007,329 $ 12,340,000 $ 592,265 $ 14,407,370 $ 1,604,441
2008 - - 2,573,725 928,318 - - 2,573,725 928,318
2009 - - 2,343,610 852,872 - - 2,343,610 852,872
2010 - - 3,025,000 786,963 - - 3,025,000 786,963
2011 - - 2,065,000 626,819 - - 2,065,000 626,819
2012-2016 - - 11,950,000 1,480,493 - - 11,950,000 1,480,493
2017-2021 - - 1,110,000 125,988 - - 1,110,000 125,988

$ 111420 $ 4,847 $25023285 $ 5808782 $ 12,340,000 $ 592,265 $ 37,474,705 $ 6,405,894

In addition, the City has issued bond and note anticipation notes totaling $9,815,000 to finance costs
associated with TID No. 3, No. 4, No. 5, No. 7, No. 8, No. 9, No. 10 and other City projects. The City expects
to refinance this debt into general obligation debt upon maturity. Therefore, at December 31, 2008, the total
outstanding debt relating to general City operations totals $34,949,705. The City’s tax incremental financing
districts are responsible for outstanding debt of $19,408,285 and these debt payments will be recovered from
future tax increments generated.

Legal Margin for New Debt

The City's legal margin for creation of additional general obligation debt on December 31, 2006 was
$13,121,152 as follows:

Equalized valuation of the City $958,020,000
Statutory limitation percentage (x) 5%
General obligation debt limitation, per Section 67.03 of the

Wisconsin Statutes 47,901,000

Total outstanding general obligation debt applicable to debt limitation $ 37,474,705
Less: Amounts available for financing general obligation debt

Debt service fund 2,694,857
Net outstanding general obligation debt applicable to debt limitation 34,779,848
Legal Margin for New Debt $ 13,121,152




3. TaxIncremental Districts

The City has created and recorded financial activity in ten tax incremental districts as of December 31, 2006.
All project expenditures for TID No. 1, 2 and 3 have been completed; accordingly, financial transactions of the
districts are recorded in special revenue funds. The remaining districts are still eligible to incur project
expenditures and are therefore recorded in capital projects funds. A summary of the net unreimbursed
project costs and outstanding long-term debt as of December 31, 2006 is presented below:

Net Outstanding

Unreimbursed| Long-term

Project Costs Debt
Tax Incremental District No. 1 $ 1,148,441 § -
Tax Incremental District No. 2 175,990 -
Tax Incremental District No. 3 801,030 1,585,000
Tax Incremental District No. 4 1,372,144 1,375,000
Tax Incremental District No. 5 4,441,015 4,918,285
Tax Incremental District No. 6 3,752,607 3,750,000
Tax Incremental District No. 7 1,988,254 1,815,000
Tax Incremental District No. 8 924,448 965,000
Tax Incremental District No. 9 3,668,643 4,625,000
Tax Incremental District No. 10 373,650 375,000

$ 18.646.222 $ 19.408.285
4, City Garage

Presented below is a summary of revenues, expenses and changes in retained earnings for the City garage
internal service fund for the years ended December 31, 2006 and 2005.

[ 2006 ] 2005 |

Operating Revenues

Charges for services $ 949,068 $ 1,016,254
Operating Expenses

Operation and maintenance 767,698 665,908

Depreciation 306,140 445,876

Total Operating Expenses 1,073,838 1,111,784
Operating Income (Loss) (124,770) (95,530)
Nonoperating Revenues (Expenses)

Interest revenue 12,505 7,926

Sales of gasoline 1,456 1,952

Gain (loss) on disposal of capital assets 10,292 (7,852)

Total Nonoperating Revenues (Expenses) : 24,253 2,026
Changes in Net Assets (100,517) (93,504)
Net Assets - January 1 2,203,549 2,297,053
Net Assets - December 31 $ 2103032 $ 2,203,549

The City has used cash generated from operations to finance annual capital asset purchases. During 20086,
capital assets of $249,226 were acquired by the City.



5. Property and Liability Insurance

During 1987, the City, together with certain other units of government within the State of Wisconsin, created
the Cities and Villages Mutual Insurance Company (CVMIC) to provide liability insurance services to its
members. The City provided its share of the original financing for CVMIC by the issuance of general
obligation bonds totaling $1,031,220 on November 1, 1987.

The City has established a separate internal service fund to account for the operations of the property and
liability insurance fund. The fund pays all liability claims owed by the City along with any premiums charged
to the City by CVMIC. The fund also makes the principal and interest payments on the general obligation
bonds. Revenues of the fund consist of charges to City departments covered by the insurance and
reimbursements from CVMIC for the principal and interest payments made by the City on the debt. A

summary of the 2006 transactions, with a comparison to 2005, for the property and liability self-insurance fund
follows:

[ 2006 T 2005 |

Operating Revenues

Charges for services $ 96,825 $ 96,825
Operating Expenses

Insurance payments and claims 193,701 116,574
Operating Loss (96,876) (19,749)
Nonoperating Revenues (Expenses)

Interest and fiscal charges (14,133) (22,644)

Dividends from CVMIC 116,195 116,265

Total Nonoperating Revenues (Expenses) 102,062 93,621
Changes in Net Assets 5,186 73,872
Net Assets - January 1 949,944 876,072
Net Assets - December 31 3 955130 § 949,944

The liability self-insurance fund generated an operating loss of $96,876 for 2006, compared to an operating
loss of $19,749 for the prior year.

Dividends of $116,195 from CVMIC were for principal and interest paid by the City during 2006 for the general
obligation bonds issued November 1, 1987. Future dividends from CVMIC are contingent on the availability

of cash funds held by CVMIC. The balance of principal outstanding on the bonds issued November 1, 1987
amounts to $111,420 on December 31, 2006.



6. Dental Insurance

During 1997, the City became self-funded for dental insurance. An internal service fund was established to
accumulate resources through department charges to pay dental claims of City employees, retirees and

employee dependents and administrative fees. A summary of 2006 transactions with a comparison to 2005 is
presented below:

[ 2006 T 2005 |
Operating Revenues
Charges for services $ 108653 $ 83,853
Operating Expenses
Dental insurance claims 106,833 102,014
Administrative fees 7,628 7,941
Total Operating Expenses 114,461 109,955
Changes in Net Assets (5,808) (26,102)
Net Assets - January 1 7,487 33,589
Net Assets - December 31 $ 1679 $ 7,487

On December 31, 2006, the dental insurance internal service fund reported a claim liability of $9,443 based
on the requirements of GASB Statement No. 10.



CURRENT YEAR COMMENTS AND OBSERVATIONS

Processing of Journal Entries

During our audit, we noted instances where journal entries did not provide an adequate explanation for the
purpose of the entry or contain other supporting documentation. We also noted that journal entries were not
reviewed and approved by someone other than the individual preparing the entry. While all journal entries
reviewed during our audit were appropriate, we believe supporting documentation and, if practical, evidence of
review should accompany all journal entries entered into the City's general ledger.

We therefore recommend that the City develop a policy for processing journal entries that includes 1) adequate
explanation and documentation and, 2) if practical, the review of all journal entries prior to the entering into the
City's general ledger.



OTHER REQUIRED COMMUNICATION

In accordance with the requirements of government auditing standards generally accepted in the United States of
America, the following disclosures are presented:

1.

Significant Accounting Policies

The significant accounting policies used in the preparation of the financial statements are disclosed in Note A to

the basic financial statements. There have been no material unusual transactions or controversial accounting
issues.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management's current judgments. We are not aware of any particularly sensitive accounting estimates used
by management in the preparation of the financial statements.

Significant Audit Adjustments

The financial statements reflect all significant accounting adjustments proposed during our audit. Copies of the
audit adjustments are available from management.

Other Information in Documents Containing Audited Financial Statements

All the information included in the basic financial statements has been audited. Our responsibilities are
addressed in the Independent Auditors’ Report.

Disagreements with Management

We have had no material disagreements with management. For the purposes of this disclosure, professional
accounting standards define a disagreement with management as a matter concerning a financial accounting,
reporting, or auditing matter that could be significant to the financial statements or the auditors’ report.

Consuitations with Other Auditors

To the best of our knowledge, management has not consulted with or obtained opinions from other independent
auditors on auditing and accounting matters during the past year.

Issues Discussed Prior to the Current Audit

We have discussed various accounting and financial issues, including the application of any new and
changed accounting principles or auditing standards, with management prior to conducting the audit. These
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to completing the services as your auditor.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing the audit.
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INDEPENDENT AUDITORS’ REPORT ON BASIC FINANCIAL STATEMENTS

To the Honorable Mayor
and Members of the City Council
City of Menasha, 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 Menasha, Wisconsin
(“the City") as of and for the year ended December 31, 2006, 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

Menasha, Wisconsin’s management. Our responsibility is to express opinions on these basic financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes 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 our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City as of December 31, 2006, 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 accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 13, 2007, on
our consideration of the City’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the resuilts of that
testing, and not to provide an opinion on the internal control over financial reporting and compliance. That report

is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management's discussion and analysis is not a required part the basic financial statements but is
supplemental information required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of

measurement and presentation of the supplemental information. However, we did not audit the information and
express no opinion on it.

2200 Riverside Drive * PO. Box 23819 : Green Bay, Wi 54305-3819 : schencksolutions.com N
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City's basic financial statements. The financial information listed in the table of contents as supplemental
information, and the Schedule of Expenditures of Federal and State Awards, as required by U.S. Office of
Management and Budget Circutar A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
the State Single Audit Guidelines issued by the Wisconsin Department of Administration, are presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

A forch 5

Certified Public Accountants
Green Bay, Wisconsin
August 13, 2007



MANAGEMENT'S DISCUSSION AND ANALYSIS






City of Menasha, Wisconsin
Management’s Discussion and Analysis

As management of the City of Menasha, Wisconsin, we offer readers of the City’s basic financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2006.

Financial Highlights

The City’s assets exceeded its liabilities as of December 31, 2006 by $54.1 million (net assets). Of this
amount, $8.4 million (unrestricted net assets) may be used to meet the City’s ongoing obligations to citizens
and creditors.

The City’s total net assets decreased by $3.1 million (reduction of $1.5 million in governmental activities and a
reduction of $1.6 million in business-type activities).

Property taxes levied to finance general City operations totaled $9,358,703, an increase of $735,096 from the
prior year. Tax increments generated by the City’s ten tax incremental districts totaled $1,036,558.

As of December 31, 2006, the City’s governmental funds reported combined ending fund balances of $11.4
million, a decrease of $700,000 in comparison with the prior year. Approximately 63% of this total amount,
$7.1 million is available for spending at the City’s discretion (unreserved fund balance).

As of December 31, 2006, unreserved fund balance for the general fund was $3.8 million, or approximately
25% of total general fund expenditures. The general fund balance increased $589,044 during 2006; however,

the City had anticipated a $947,000 reduction in its adopted budget for 2006. The City had a positive
expenditure budget variance of $1.52 million for the current year.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The
City's basic financial statements are comprised of three components: 1) government-wide financial statements,

2) fund financial statements, and 3) notes to the basic financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the City’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the City’s assets and liabilities, with the difference
between the two reported as net assets. 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 deteriorating.

The statement of activities presents information showing how the City's net assets changed during the most
recent year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this

statement for some items that will only result in cash flows in future fiscal periods (e.g., earned but unused
vacation leave). :

Both of the government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City include general government, public safety, public works, health and human
services, culture and recreation, and conservation and development. The business-type activities of the City

include Menasha Utilities (provides electric, water, and telecommunication services to City residents), and
sewage treatment services.



The government-wide financial statements can be found on pages 10 - 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 or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal

requirements. All of the funds of the City can be divided into three categories: governmental funds, proprietary
funds and fiduciary funds.

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

It is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the City’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains 34 individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures and changes in fund
balances for the general fund and debt service fund both of which are considered to be major funds. Data from
the other 32 governmental funds are combined into a single, aggregated presentation. Individual fund data for

each of these nonmajor governmental funds is provided in the form of combining statements elsewhere in this
report.

The City adopts an annual appropriated budget for its governmental funds. As part of the basic governmental

fund financial statements, budgetary comparison statements have been provided for the general fund to
demonstrate compliance with the budget.

The basic governmental fund financial statements can be found on pages 13 - 17 of this report.

Proprietary funds. The City maintains two different types of proprietary funds.- Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial statements. The
City uses enterprise funds to account for its electric, water, steam and telecommunications utilities (Menasha
Utilities) and its sewerage system operations (reclassified from a special revenue fund in 2003). Internal service
funds are an accounting device used to accumulate and allocate costs internally among the City’s various
functions. The City uses an internal service funds to account liability and dental insurance claims and the City's
garage. Because these services predominantly benefits governmental rather than business-type functions, they
have been included within governmental 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 proprietary fund financial statements provide separate information for the Menasha Utilities which is
considered to be a major fund of the City and the sewage treatment operations. The City's internal service funds
are combined into a single, aggregated presentation in the proprietary fund financial statements.

The basic proprietary fund financial statements can be found on pages 18 - 20 of this report.

Fiduciary fund. The City accounts for tax collections of other taxing entities within an agency fund. The fiduciary
fund financial statements can be found on page 21 of this report.

Notes to the basic financial statements. The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The notes to the basic
financial statements can be found on pages 22 - 45 of this report.

Other information. The combining statements referred to earlier in connection with nonmajor governmental
funds are presented immediately following notes to the basic financial statements.



Government-wide Financial Analysis

Net assets. As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the City, assets exceeded liabilities by $54.1 million at the close of 2006.

City of Menasha, Wisconsin's Net Assets
(in thousands of dollars)
Governmental Business-type
Activities Activities Totals
2006 | 2005 2006 | 2005 2006 | 2005
Current and other assets $ 32257 § 32545 $ 15360 $ 28,080 $ 47,617 $ 60,625
Capital assets 41,973 41,266 76,746 53,479 118,719 94,745
Total Assets 74,230 73,811 92,106 81,559 166,336 155,370
Long-term liabilities outstanding 36,521 35,526 55,541 41,176 92,062 76,702
Other liabilities 11,983 11,090 8,205 10,388 20,188 21,478
Total Liabilities 48,504 46,616 63,746 51,564 112,250 98,180
Net Assets
Invested in capital assets,
net of related debt 16,330 15,623 21,205 22,527 37,535 38,150
Restricted 3,947 5,888 4,183 3,608 8,130 9,496
Unrestricted 5,449 5,684 2,972 3,860 8,421 9,544
Total Net Assets $ 25726 $§ 27,195 $ 28,360 $ 29,995 $ 54,086 $ 57,190

By far the largest portion of the City’s net assets reflects its investment in capital assets (e.g. land, buildings,
machinery and equipment, infrastructure, etc.) less any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens; consequently, these assets are
not available for future spending. Although, the City’s investment in its capital assets is reported net of related

debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net assets represents resources that are subject to external restrictions on how
they may be used and consist of $5.9 million restricted for debt service, $1.3 million restricted for community
development loans, and $1 million restricted for capital projects. The remaining balance of unrestricted net assets
($10,438,387) may be used to meet the City’s ongoing obligations to citizens and creditors.



Change in net assets. A summary of the City’s change in net assets follows:

City of Menasha, Wisconsin's Change in Net Assets

(In thousands of dollars)

Govemmental Business-type
Activities Activities Totals
2006 | 2005 2006 | 2005 2006 | 2005

Revenues
Program Revenues

Charges for services $ 2940 $ 2955 $ 42431 $ 37,369 $ 45371 $ 40,324

Operating grants and contributions 1,767 1,540 - - 1,767 1,540

Captial grants and contributions 6 186 560 2,868 566 3,054
General Revenues

Property taxes 9,359 8,623 - - 9,359 8,623

Other taxes 190 201 - - 190 201

Grants and contributions not

restricted to specific programs 4,403 4,335 - - 4,403 4,335

Other 1,490 1,279 578 1,274 2,068 2,553
Total Revenues 20,155 19,119 43,569 41,511 63,724 60,630
Expenses

General government 2,038 2,159 - - 2,038 2,159

Public safety 6,759 6,665 - - 6,759 6,665

Public works and sanitation 5,282 4,845 - - 5,282 4,845

Health and human services 784 711 - - 784 71

Culture and recreation 3,478 3,679 - - 3,478 3,679

Conservation and development 2,340 2,897 - - 2,340 2,897

Interest on long-term debt 1,856 1,399 - - 1,856 1,399

Electric - - 32,670 32,645 32,670 32,645

Steam - - 7,054 129 7,054 129

Water - - 2,766 2,676 2,766 2,676

Telecommunications - - 65 55 65 55

Sewage treatment - - 1,736 1,411 1,736 1,411
Total Expenses 22,537 22,355 44,291 36,916 66,828 59,271
Change in Net Assets Before Transfers (2,382) (3,236) (722) 4,595 (3,104) 1,359
Transfers 913 894 (913) (894) - -
Change in Net Assets (1,469) (2,342) (1,635) 3,701 (3,104) 1,359
Net Assets - January 1 27,195 29,537 29,995 26,294 57,190 55,831
Net Assets - December 31 $ 25726 $ 27195 $ 28360 $ 29995 $ 54,086 $ 57,190

The narrative that follows considers the operations of governmental and business-type activities separately.

Governmental activities. The change in net assets for 2006 was a decrease of $1.5 million. The above transfer
represents the payment in lieu of taxes that Menasha Utilities pays to the City.

Business-type activities. Menasha Utilities portion of the decrease was $1.4 million while the sewerage system

services increase was $.2 million. Capital contributions of $0.6 million are primarily from work being completed in
the new subdivisions in Calumet County which were financed by developers.




Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds. The focus of the City's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City’s financing

requirements. In particular, unreserved fund balance may serve as a useful measure of the City's net resources
available for spending at the end of the fiscal year.

As of December 31, 2006, the City's governmental funds reported combined ending fund balances of
$11.4 million, a decrease of $0.7 million in comparison with the prior year. $4.3 million of the fund balance is
reserved to indicate that it is not available for new spending because it has already been committed for current

year purchases of items that benefit periods beyond the end of the current year. The remaining fund balance of
$7.1 million is available for spending at the City’s discretion.

The general fund is the chief operating fund of the City. At the end of the current year, unreserved fund balance
of the general fund was $3,782,877, while total fund balance reached $4,256,342. As a measure of the general
fund’s liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total fund

expenditures. Unreserved fund balance represents 25.2% of total general fund expenditures, while total fund
balance represents 28.3% of that same amount.

The City'’s general fund balance increased $589,044 during the current year as positive expenditure variances of

$1,520,867 and positive other financing source variances of $15,524 offset the anticipated reduction of $946,823
and a revenue shortfall of $524.

The debt service fund is used to retire long-term debt related to governmental activities and annually levies
sufficient taxes, special assessment collections or anticipated transfers from the City's tax incremental districts to

retire all obligations as they come due. The debt service fund balance totals $3,785,013, a decrease of $798,868
from the prior year.

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

Total net assets of Menasha Utilities at the end of the year amounted to $24,649,216 with $17,665,142 invested
in capital assets net of related debt, $3,182,581 restricted for debt retirement, $1,000,000 restricted for plant
replacement and $4,818,546 as unrestricted. The fund experienced a reduction in net assets of $1,446,076.

Total net assets of the sewage treatment operation at the end of the year amounted to $3,710,402. Included in

net assets is $3,539,438 invested in capital assets and $170,964 as unrestricted. The fund experienced a
decrease in net assets of $189,150.

General Fund Budgetary Highlights

During the year, actual revenues were less than budgeted revenues by $524 due primarily to less building
inspection revenues, which was offset by lower than anticipated expenditures within the building inspection cost
center. Actual expenditures were less than budgeted expenditures by $1,520,867.



Capital Asset and Debt Administration

Capital assets. The City's investment in capital assets for its governmental and business-type activities as of
December 31, 2006 amounts to $118.7 million (net of accumulated depreciation). This investment in capital
assets includes land, land improvements, buildings, machinery and equipment, vehicles, public domain
infrastructure (highways, sidewalks, parking facilities), and construction in progress. The total increase in the
City’s investment in capital assets for the current year was $24 million or 25% over last year.

Major capital assets acquired, constructed or deleted during the year include:

Governmental Activities
* Infrastructure additions of $1.6 million relate to development.

Business-Type Activities

¢ During 2006 the electric utility had developer and customer contributions of $88,446 with a total
contributed plant of $1,444,427. The water utility had developer contributions during the year of $171,164

with a total contributed plant of $1,212,559. The single largest contribution was $154,247 for the
relocation of the River Street main.

City of Menasha, Wisconsin's Capital Assets
(net of accumulated depreciation)
Govemnmental Activities Business-type Activities Totals
2006 | 2005 2006 2005 2006 | 2005
Land $ 8947642 $§ 8750428 $ 872,515 § 855385 $ 9,820,157 $ 9,605,813
Buildings 10,407,485 10,407,485 16,018,669 5,064,842 26,426,154 15,472,327
Improvements other<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>