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ABOUT BELOIT

Located west of Interstate Highway 90, which travels south to Chicago and north
to Madison, and connecting directly to Milwaukee via Interstate Highway 43, Beloit is
situated midway along the Wisconsin/Illinois border.

At the beginning of the 1800s, several hundred Native Americans of the
Winnebago tribe lived in a village called Ke-chunk-nee-shun-nuk-ra, or the Turtle, where
the Rock River and Turtle Creek join. The first known white man to settle in
RockCounty alongside the Winnebago was Joseph Thiebault, a French trapper who came
to the area in the 1820s to trade with the tribe. Thiebault's cabin was located just north of
the state line, near the site where BeloitCity Hall now stands.

Caleb Blodgett, another of the earliest pioneers and merchants, dubbed this place
New Albany but a citizen committee soon renamed it. Although the exact history
remains disputed, it seems that the name Beloit was coined from a French word, Balotte,
to mean "handsome ground"; the spelling was then fashioned after Detroit, which the
community saw as a great symbol of trade and growth.

The first African-Americans living in Beloit were Emmanuel Craig, a coachman,
and his family. Arriving in the mid-1830s, the Craigs were among those who witnessed
the formation of the township government in 1842 and the founding of BeloitCollege in
1846, two years before Wisconsin achieved statehood.

Beloit was officially incorporated as a city by the State of Wisconsin on March
31, 1856, and citizens adopted a Council-Manager form of government in 1929.

One hundred and forty-five years after incorporation, the City of Beloit covers
approximately 15 square miles. It is home to over 36,820 residents as well as more than
88 industrial firms, 850 retail establishments, several corporate headquarters, a minor
league baseball team, several museums and an internationally acclaimed college that
bears the community's name.

One of the most ethnically diverse communities in the Midwest, Beloit's population
according to the United States Census Bureau 2010 is 68.9% Caucasian, 15.1% African-
American, 17.1% Hispanic/Latino, 1.1% Asian American, with another 14.8% from other
ethnic or racial backgrounds.

As the City of Beloit continues to celebrate its rich heritage and cultural diversity,
local government, businesses and residents are working to make the Beloit of the 21st
century an even greater community.
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November 3, 2014

To Council President Mark Spreitzer, Members of the City Council, and
Citizens of the City of Beloit:

It is my pleasure to present to you the Adopted Operating and Capital Improvements Program
Budgets for the fiscal year beginning January 1, 2015. All funds are balanced using current
revenue estimates and available resources while maintaining the City’s financial security and
meeting the service demands of the community. The budget process is designed to allow the City
to allocate resources to meet community needs, as expressed in the City Council’s Vision and
Mission Statements and Strategic Plan and Goals.

The State of Wisconsin biennial budget adopted in June of 2013 did not increase or reduce
revenues for the City; therefore, balancing the budget this year did not require any service
reductions. The City’s major State funding sources have been preserved for next year with no
cuts in shared revenue or other major funding programs. There is a budgeted increase in highway
aid payments for 2015. The State also retained the same formula for calculating the property tax
levy limit which remains at either 0% or the percent increase in net new construction, whichever
is greater. The City percentage increase in net new construction for 2014 is 1.06%.

The 2014 equalized assessed value totals published by the Wisconsin Department of Revenue in
early August, which are based on 2013 property sales, indicated a 6.87% increase in the overall
value of the property tax base with a 15% (13% before net new construction was considered)
increase in the commercial class of property. The City challenged the 2013 assessment reduction
before the Wisconsin Tax Appeals Commission, but has yet to receive a final decision.

As you will note in continuing your review of the adopted budget, it is very much a status quo
document this year. Appropriation requests are actually down although no service reductions are
recommended. The property tax levy is adopted with a very modest $118,000 increase spread
across several funds. There were no rate increases in the utility funds and no major fee increases
in the other funds. The reduction in available fund balance in the General Fund, which will be
discussed in more detail later in the letter, posed the greatest challenge in preparing this budget.
The recommended solution, in addition to minimizing expenditures, is to increase the Wheel Tax
amount from $10 to $20 for each vehicle registration. This amount, while small for each
individual, will generate approximately $250,000 in additional revenue, offsetting much of the
reduction in fund balance. This increase will be effective on February 1, 2015.
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BUDGET PROCESS AND OVERVIEW

The total adopted budget of $90,895,333 is a reduction of $565,947, or 0.62%, from the prior
year’s budget. The following chart summarizes the changes in expenditures by fund from 2014
to 2015:

2014 2015
Adopted Adopted Change Percent
Budget Budget Amount Change

General Fund $ 30,893,400 $ 31,008,365 $ 114,965 0.37%

Debt Service Fund $ 6,580,234 $ 6,326,891 $ (253,343) -3.85%

Special Revenue Funds $ 14,547,364 $ 15,064,042 $ 516,678 3.55%

Enterprise Funds $ 18,409,303 $ 18,392,049 $ (17,254) -0.09%

Total Operating Budget $ 70,430,301 $ 70,791,347 $ 361,046 0.51%

Internal Service Funds $ 12,292,014 $ 12,108,669 $ (183,345) -1.49%

Total Budget with Internal
Service Fund $ 82,722,315 $ 82,900,016 $ 177,701 0.21%

Capital Improvements Budget $ 8,738,965 $ 7,995,317 $ (743,648) -8.51%

Grand Total Budget $ 91,461,280 $ 90,895,333 $ (565,947) -0.62%

The City’s budget process begins each year shortly after completing the Strategic Plan, usually in
May or June. Staff works diligently throughout the summer with the department and division
heads in order to prepare the budget for presentation to the City Council by the first meeting in
October. Two workshops were held with the Council, one all day workshop on October 13 and
another short workshop on October 20, where each department had the opportunity to present
their proposed budget. The annual Capital Improvement Program was also reviewed during the
workshop. A public hearing was held during the regular City Council meeting on Monday,
October 20, 2014.

GENERAL FUND BUDGET HIGHLIGHTS

As should be noted from the chart above, the General Fund budget of $31,008,365 is an increase
of $114,965 or 0.37% over the 2014 budget. This is a small percentage increase reflecting the
resources available for use. General fund revenues show an increase over last year due primarily
to two revenue sources, specifically the tax levy and the wheel tax. There was a $46,160
increase to the General fund tax levy. The wheel tax increased from $10 per registered vehicle to
$20 per registered vehicle, increasing revenues by approximately $250,000. Even with the
increases in these revenues, the City still needed $300,000 of fund balance to balance the
General Fund budget. This was a reduction of fund balance applied of $326,840 compared to
last year. The use of fund balance is within the guidelines of the City’s fund balance policy
limit.
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Revenues
The City receives substantial funding for its general government services from State and Federal
government sources. In 2015, $19 million of the General Fund budget will be supported by State
and Federal aid. This represents 62% of General Fund revenues. Municipal aid payments from
the State of Wisconsin comprise the largest single source of the City’s State and Federal aid. The
State budget for the 2013-2015 biennium will retain current funding levels with an approximate
4% increase in highway maintenance payments for 2015. The largest local source of revenue for
the City’s General Fund is the property tax. The General Fund portion of the tax levy is $6.9
million, which is a $46,160 increase over last years’ tax levy. The property tax levy is discussed
in greater detail later in the transmittal letter. Aside from the wheel tax, most General Fund
revenue sources are expected to remain stable for next year. There are signs of some economic
recovery but it is not expected to have a significant impact on the City’s ability to generate
additional revenue at this time.
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Fee Changes
Each year departments review their various user fees and charges for services to make certain
they properly reflect the cost of providing the underlying services. There were no significant
increases to user fees or charges for services for 2015.

Expenditures

The 2015 General Fund operating budget totals $31 million, an increase of $114,965 or 0.37%
from last year. The budget provides funding for all major programs and service levels as depicted
in the chart below. Public safety remains the dominant use of General Fund expenditures at $19
million or 62% of the budget. The Fire department added an additional ½ position due to
retaining 1 firefighter currently funded through the SAFER grant, which expires June 30, 2015.
An application to extend the grant will be filed prior to the expiration of the current grant.
Additional hours were added for the long term seasonals in the Streets budget. To offset these
staff increases, the Finance and Administrative Services department combined the Budget &
Finance Coordinator and Accountant positions into 1 Senior Accountant position. A Benefits
Coordinator position has been added to the Human Resources Division but is fully funded from
the Health and Dental Insurance Fund. There is a small 1% across the board salary range
adjustment consistent with the recent non-rep pay plan. The Clerks budget was reduced due to
fewer elections, legal services were reduced in Human Resources, and consulting services were
reduced in Information Systems. One item of note that resulted in a small increase in the parks
budget is the purchase of the Girls Scouts building located at Big Hill Park. A new cost center
was added to the budget to track Revenues and Expenses. The City estimates an increase of
approximately $15K in expenditures related to operating the building. All other department
changes from 2014 were negligible.
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MUNICIPAL TAX LEVY

As of January 1, 2014, property assessed values totaled $1,566,511,072, which is a decrease of
$11.9 million or 0.75% from the prior year. The assessed values are provided by the city
assessor and will be used to calculate the 2014 property tax bills that are collected in 2015.

The average residential property value in the City is estimated at $77,100 for 2014. This is based
on a total 11,472 residential parcels in the City. This value is slightly below last year’s average
of $77,281. Residential property values in the City have dropped every year since their peak
value in 2008. For the average residential property (valued at $77,100), the City’s portion of the
tax bill will be approximately $835, based upon the adopted tax rate. This would be
approximately a $14 increase for the average homeowner over the prior year. Individual tax bills
will vary according to changes in property values based on sales or improvements made to the
property during the year. The following is the adopted municipal tax levy for 2014 to be
collected in 2015. The total property tax levy is $14,300,029, an $118,084 increase from last
year. The increase in the tax levy was a direct result of the 1.06% increase in net new
construction, resulting in an additional $106,012, while the debt service portion of the tax levy
will increase $12,072. The tax levy continues to be allocated to the transit, library, cemetery, and
golf course to help cover their operating costs. The transit fund was allocated additional levy in
order to continue providing services at existing levels. There was also additional levy allocated
to the Police department grant funded positions in order to fund the total local share of the third
SRO position added to the 2014-2015 school year contract. The 2014 municipal property tax
rate increased 1.92% to $10.829, or $0.204 per $1,000 of assessed value.

2014 Payable 2015

Municipal Tax Levy - All Funds

2013/2014 Adopted 2014/2015 Adopted $ Change % Change

General Fund Levy $6,854,159 $6,900,319 $46,160 0.67%

Debt Service Levy $4,787,928 $4,800,000 $12,072 0.25%

Mass Transit Levy $534,367 $584,719 $50,352 9.42%

Public Library Levy $1,775,877 $1,780,877 $5,000 0.28%

Police Grant-OJAI Beat Patrol $62,000 $40,000 ($22,000) -35.48%

Police Grant-School Resources $60,000 $90,000 $30,000 50.00%

Police Grant-Bulletproof Vest $3,500 $0 ($3,500) -100.00%
Engineering Grant-MPO
Traffic $26,000 $26,000 $0 0.00%
Golf
Course $50,000 $50,000 $0                      0.00%

Cemetery $28,114 $28,114 $0 0.00%

Total Property Tax Levy $14,181,945 $14,300,029 $118,084 0.83%

Assessed Value 1,578,394,350 1,566,511,072 ($11,883,278) -0.75%

Tax Rate WO/TIF $8.985 $9.129 $0.144 1.60%

Tax Rate W/TIF $10.624 $10.829 $0.204 1.92%
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PROPERTY VALUES AND THE TAX BASE

Until this year, there had been a steady decline in the City’s property values and tax base. Most
of this decline can be attributed to the recent economic crisis which continues to show signs of
improvement. Each year the Department of Revenue estimates the fair market value of all
taxable real and personal property in each taxation jurisdiction. This is commonly referred to as
the equalized value or EAV. This estimate is based on information the local assessor reports to
the Department of Revenue. The City’s 2014 equalized value increased 6.87% to
$1,471,696,200. The commercial class of property increased 15% or $53 million. These values
are used in State Aid allocation formulas, apportionment of property taxes among the various
taxing jurisdictions, calculating allowable General Obligation debt limits, and calculating the tax
increment amount within the City’s Tax Increment Districts. The State of Wisconsin has a dual
system of property valuation and the City uses the assessed values as determined by the local
assessor for the actual property tax bill calculations. The assessed value decreased by $11.9
million, or .75%, to $1,566,511,072.

The City filed an appeal of the 2013 and 2014 EAV before the Wisconsin Tax Appeals
Commission. A final decision from the Commission has not been received as of yet.

TAX INCREMENTAL FINANCING DISTRICTS (TID) AND DEBT SERVICE
HIGHLIGHTS

Tax Increment Districts
The City of Beloit funds most of its economic development efforts through its Tax Increment
Financing Districts (TID). The City has created 14 TID’s over the years and has nine active
districts. All but one of the active TID’s are self-supporting, including the repayment of
advances to other funds and debt service coverage. The following chart summarizes the valuation
changes that occurred within the TID’s for 2014. All of the TID’s with the exception of TID 12
realized increases in their increment values compared to last year. Our projections indicate that
all TID’s except No. 8 will positively cash flow and meet their obligations for 2014. There are
three capital improvement projects planned for 2015 in the TID’s.

THIS SPACE INTENTIONALLY BLANK
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TID Valuation Analysis 2014 vs. 2013

TID
# 1/1/2014 1/1/2013 Change

%
Change

5 $ 30,640,490 $ 25,703,890 $ 4,936,600 19.21%

6 $ 29,466,400 $ 26,453,700 $ 3,012,700 11.39%

8 $ 4,202,400 $ 3,690,100 $ 512,300 13.88%

9 $ 4,492,300 $ 2,532,500 $ 1,959,800 77.39%

10 $ 139,026,900 $ 135,793,000 $ 3,233,900 2.38%

11 $ 7,480,000 $ 7,047,100 $ 432,900 6.14%

12 $ 1,245,700 $ 2,765,900 $ (1,520,200) -54.96%

13 $ 12,699,900 $ 7,611,200 $ 5,088,700 66.86%

14 $ 1,791,000 $ 863,000 $ 928,000 107.53%

TID Increment Value $ 231,045,090 $ 212,460,390 $ 18,584,700 8.75%

TID Total Value (Incr + Base) $ 315,559,600 $ 296,974,900 $ 18,584,700 6.26%

Total City EAV $ 1,471,696,200 $ 1,377,134,000 $ 94,562,200 6.87%

TID Increment Value as % of
Total 15.70% 15.43% 0.27%

TID Out Value $ 1,240,651,110 $ 1,164,673,610 $ 75,977,500 6.52%

Debt Service Fund
Debt service payments scheduled for 2015 totals $12.7 million. This amount includes $5.6
million for general obligation debt, $2.6 million for utility revenue bonds, $1.3 million for TID
financing, and $3.2 million in CDA Lease Revenue Bonds issued primarily for TID No. 5 & 10.
The portion being paid from the debt service tax levy is $4.8 million, an increase of $12,072
from last year. The balance is paid from the TID’s, fundraising for the Library, and various funds
which received benefit from the respective borrowings. The tax rate for general debt service is
$3.06 per $1,000 of assessed value and $3.87 per $1,000 of EAV, which is well within the target
rates of $3.80-$4.25 per the City’s Debt Policy.

ENTERPRISE FUNDS HIGHLIGHTS

The underlying principle of Enterprise Funds is that the primary source of operating revenue is
derived from user fees (direct charges for services rendered) rather than general purpose
governmental revenue (property taxes). It is not necessary for the fund to be totally self-
supporting to be classified as an enterprise fund. The City’s enterprise operations include; the
municipal golf course, water, storm water, sewer, transit, ambulance, and cemetery funds. Most
of these funds are self-supporting and funded exclusively by user fees and charges. The funds
that are not fully self-supporting (golf course, transit, and cemetery) require either tax levy
support or operating assistance from other funds to subsidize their operations.
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Municipal Golf Course
During the last several years, staff has devoted considerable time preparing the budget for the
Krueger-Haskell Golf Course including reviewing and studying current trends in golf, and
utilization levels at the Golf Course. Each year the fees have been reviewed and adjusted to
ensure they remain competitive with other area courses as well as providing incentives to attract
additional play. None of these efforts have proven to have a significant impact on generating
sufficient revenues to operate the facility without a tax levy subsidy. The tax levy includes
$50,000 devoted to help fund the Golf Course.

Cemetery Funds
The Cemetery perpetual care fund has been affected by lower interest rates since 2008 resulting
in less investment income available for funding cemetery operations and will require $28,114 of
tax levy in 2015. Rates will increase by 3% for 2015.

Transit Fund
The Transit budget for 2015 is $2.1 million with a sizeable tax levy increase of $50,352. Federal
and State grant programs fund most of the transit operating and capital costs. The current base
fare of $1.50 will remain the same in 2015. Fare revenues account for approximately 11.5% of
the operating budget.

Water Pollution Control Facility (WPCF)

The total operating budget for the WPCF is $7 million. There are no user fee changes for sanitary
sewer services next year.

Water Utility
The budget for the water utility is $6.1 million. This includes a payment in lieu of taxes (PILOT)
to the General Fund of $906,000. Debt service principal and interest payments are $2,464,289.

Storm Water Utility
The budget for the Storm Water Utility for 2015 is $1 million. The City established the Storm
Water Utility to comply with Federal and State mandated clean water requirements and all
improvements are in compliance with these standards. User fees are assessed to pay for the costs
associated with these services. There are no changes to the user fee for 2015.

SPECIAL REVENUE FUND HIGHLIGHTS

Solid Waste/Recycling

The residential Solid Waste removal fees will remain $14.00 per month. However, extra
containers of trash (over five per week) will increase from $1.00 to $1.50 per bag or container
and bulky items will be charged the same as appliances and increase from $15.00 to $20.00 per
item. All other fees will remain the same.
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Library
The total operating budget for the Library is $2.2 million. The tax levy for the library will
increase by $5,000 to $1,780,877 for 2015.

CAPITAL IMPROVEMENT BUDGET HIGHLIGHTS

Next year’s Capital Improvement Program (CIP) budget includes projects totaling $6.3 million
which is $576,509 less than 2014. The CIP has been limited the last few years due to the City’s
reduced borrowing capacity which has been impacted by the decreases in EAV. However, in
2014 the EVA increased by almost 7%. Funding for the CIP projects consists of $3.4 million in
general obligation bonds, $640,000 in TIF financing, $1.7 million in fund balance, equipment
funds, and operations (primarily from tax increment and utility revenues), and $500,000 from
special assessments, State and Federal aids, and other funding. The projects include $3.6 million
in infrastructure improvements, $853,400 in capital equipment, $1.6 million in economic
development and buildings and grounds and $155,000 in financing.

The City’s debt policy requires maintaining an outstanding general obligation debt to equalized
assessed value ratio of 3.5% or less. The increase in EAV, along with smaller bond issues, is the
primary reason the ratio has fallen back to within policy. The City anticipates being below the
policy level at 3.45% with the $3.4 million in general obligation borrowing planned for next
year. Projections made earlier this year were for the ratio to be at 3.77% in 2015 so the return to
policy compliance one year earlier than projected is indeed good news.

The 2015 CIP budget meets the City’s debt policy guideline for borrowing, which includes:

1. Maintain compliance with the debt policy parameter of total debt equal to or less
than 3.5% of the equalized assessed value.

2. Fund projects that are necessary as responsible stewards
3. Fund projects that directly increase tax base
4. Fund projects that indirectly enhance tax base
5. Fund projects with minimal or no tax consequences
6. Explore alternative options to finance public infrastructure

The following charts provide a graphic view of the capital budget showing both the funding
sources and project types.
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MAJOR CAPITAL PROJECTS

Street and Intersection Improvements

Most of the street projects scheduled for next year will be limited to intermittent street
resurfacing at various locations around the City, as well as funds for sidewalk improvements and
terrace tree plantings. Together these total over $2.3 million for next year. The final phase of
Bayliss Avenue from Nelson to the tracks will be finished. The final phase of Inman Parkway
extension from Prairie Ave. to Shopiere Road will be also be completed.

Economic Development

Projects funded from the tax increment districts include Eagles Ridge Park in TID #10, Branigan
Frontage Road realignment and Ford Street area road realignment in TID #13.

City Facilities

Several park and recreation projects totaling $688,988 are included in the CIP. These include
park amenities and enhancements, recreation facility improvements, and Pohlman Field
improvements. The salt shed roof at DPW Operations is scheduled for replacement in 2015.

Capital Equipment

The Fire Department is replacing its self-contained breathing apparatus, Engine 693 and
Ambulance 6209 and public works is planning to purchase a new emulsion storage tank. The
City Clerk’s office will also be purchasing new voting equipment.

2016-2020 Capital Improvement Plan

The 2016-2020 Capital Plan identifies capital projects and estimates the cost presently projected
for the ensuing five year planning period. The projects identified in these years are either multi-
year projects continued from previous years or are those projects worth consideration for which
funding has not been identified. The funding for most of these projects will largely depend on the
City’s ability to issue new general obligation bonds in relation to the City’s established debt
policies which will be impacted by changes to the equalized assessed values. Also noted in the
Capital Plan is a list of projects that were not included on the schedule for future consideration.
These projects did not rise to the priority level for inclusion in the Capital Plan either due to the
need for the project or available funding.
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CHALLENGES FOR THE FUTURE

At least for next year there is some certainty on what to expect from the State of Wisconsin in
the form of fiscal assistance since the biennial budget was approved in June of 2013 for the
ensuing 2013-2015 fiscal period. There were no major changes to State funding programs with
the exception of highway maintenance which will see a slight increase in funding for 2015. The
State has continued the freeze on the tax levy with the exception to allow for growth based on net
new construction. The health of the local economy and continued funding by the State will be
important in determining how well the City meets its future budget needs. There are signs that
the local economy is improving with several new development projects scheduled for completion
in early 2015. These projects will help restore some of the recent losses to the tax base.

One of the issues imposed on cities by the State through its budget process is capping the
property tax levy, not including debt service, at 0% or the percent of net new construction so that
local governments do not have the option of raising revenue should that be desirable to the local
governing boards. Clearly, some means needs to be provided so that local governments can raise
the revenue necessary to deal with increasing costs, should that be the preference in that local
community.

A major challenge facing the City is the lack of significant growth in the tax base. Even though
the EAV increased by $94.5 million this year, since values peaked in 2009, the City’s values
have declined over $272 million or 16% The reduction has adversely impacted the City by
making less funding available to support the Tax Increment Districts and the capital
improvements program. The City’s general obligation borrowing capacity is linked directly to
the total EAV. This is the primary reason the CIP for 2015 is virtually the same as the past few
years. It was not due to the lack of projects, but the inability to borrow the funds necessary to
meet our infrastructure needs.

Another major concern is the general fund balance for the City. Preserving the fund balance at
or above policy is absolutely essential to the City’s fiscal health and wellbeing. It affects
everything from the ability to cover operating expenses during periods of reduced cash flow, to
preserving the City’s A+ bond rating. For the 2014 budget, the City was comfortable budgeting
$600,000 of fund balance and still having some flexibility if future unforeseen events should
arise. In the early months of 2014 two such events occurred; a grievance settlement with the fire
union and an extended snow and ice season. Both of these events had a direct negative impact
on the fund balance. That said, for 2015, the amount of fund balance available for use in the
General Fund was $300,000, which the City can appropriate and still keep the balance compliant
with current policy. This is a reduction of over $300,000 from the 2014 budget. The City will
continue to monitor the use of fund balance to determine resources, if any, that will be available
in future fiscal years.

Going forward, the City must also continue to monitor its health care costs. There remains a
significant issue of uncertainty and concern in the face of the new Federal Affordable Care Act.
Since 2009, the City has increased its self-insured premiums by 43%, however, for two
consecutive years the City completed the year with a slight surplus in the health fund. If claims
continue at their current pace we expect the same to occur this year. However, the overall fund
balance is still in a deficit status. There are no premium increases scheduled for 2015 as well as
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