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CITY MANAGER

June 19, 2020

To the City Council and
Citizens of the City of Beloit, Wisconsin

It is our pleasure to submit to you the comprehensive annual financial report (CAFR) of the City
of Beloit for the fiscal year ended December 31, 2019. Wisconsin State Statutes, the Wisconsin
Administrative Code, and the Municipal Code of the City of Beloit require that, at the end of the fiscal
year, a full and complete examination of all books and accounts of the City be made by a certified public
accountant and that the report be filed with the City Clerk/Treasurer as a matter of public record. This
CAFR fulfills these requirements.

This CAFR was prepared by the City’s finance department and consists of management’s
representations concerning the finances of the City of Beloit. Consequently, management assumes full
responsibility for the completeness and reliability of all the information presented in this report.
Management has established a comprehensive internal control framework that is designed to provide
sufficient reliable information for the preparation of the City of Beloit’s financial statements in
conformity with accounting principles generally accepted in the United States of America (GAAP). The
system of internal control has been designed to provide reasonable assurance that the financial
statements will be free from material misstatement. The cost of an internal control should not exceed
the anticipated benefit; therefore, the objective is to provide reasonable, rather than absolute,
assurance that the financial statements are free of any material misstatements of fact. To the best of
our knowledge and belief, the presented financial information is complete and reliable in all material
aspects and is reported in a manner that presents fairly the financial position and results of operations
of the City. All disclosures necessary to enable the reader to gain an understanding of the City’s financial
position have been included in this CAFR.

In compliance with the above statutory requirements, the City has retained the services of Baker
Tilly Virchow Krause, LLP, Certified Public Accountants, to audit all books and accounts of the City. They
have concluded, based upon 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 of America, that the City’s financial statements for the year
ended December 31, 2019, are fairly presented in all material respects in accordance with GAAP. Their
report is located at the beginning of the financial section of this CAFR.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors

report and provides an introduction, overview and analysis of the basic financial statements. MD&A
complements this transmittal letter and should be read in conjunction with it.

Page | i



PROFILE of the CITY OF BELOIT

Beloit is located in Rock County Wisconsin just north of the Wisconsin/Illinois border along
Interstate Highway 39/90, which travels south to Chicago and north to the state capitol Madison, and is
directly connected to Milwaukee to the east via Interstate Highway 43. The City covers approximately 17
square miles. The most recent estimate indicates the City is home to 36,548 residents as well as more
than 90 industrial firms, 850 retail establishments, several corporate headquarters, and a minor league
baseball team. The City is also home to Beloit College; founded in 1846 it is Wisconsin’s oldest college in
continuous operation and is internationally renowned for its scholastic excellence. The college’s
approximate 1,300 students come from nearly every state and 40 nations worldwide.

The City was officially founded in 1836, incorporated as a village February 24, 1846, and
incorporated as a city by the State of Wisconsin on March 31, 1856. The citizens adopted the Council-
Manager form of government in 1929. The City Council is the policy making and legislative body. The
Council consists of seven members that are elected at large for two-year staggered terms. At an
organizational meeting following each general City election, the Council selects, by majority vote of its
members, its president and vice-president for the ensuing Council year. The President acts as the
presiding officer of the Council and in his/her absence the Vice-President presides. The Council, in its
legislative role, adopts all ordinances and resolutions and establishes the general policies for the City.
The Council also sets the tax rate and adopts the annual budget.

The City Manager is appointed by the Council to act as the executive and administrative head of
the City. The Manager serves at the pleasure of the Council, carries out its policies, directs business
procedures, and has the power of appointment and removal of all employees. Duties and
responsibilities of the Manager include preparation, submission and administration of the annual
budget, advising Council on the affairs of the City, enforcement of the ordinances and direction and
supervision of all departments. The City provides typical municipal services including general
administrative and financial services, police, fire, public works, sanitation, parks and recreation, planning
and economic development, transit system, water, sewer and stormwater utilities.

This report includes all of the funds and component units of the City of Beloit. The criteria used
in determining the reporting entity is consistent with criteria established by the Governmental
Accounting Standards Board (GASB) as outlined in the Codification of Governmental Accounting and
Financial Reporting Standards. This report includes the general fund, which accounts for the general
administration of the City, and the special revenue funds relating to economic and community
development, the public library, solid waste and recycling. The report also includes the City's enterprise
funds that account for the water, stormwater, and sanitary sewer utilities, ambulance services,
cemeteries, transit, and the municipal golf course. Internal service funds provide information on the
operations of the risk management, employee and retiree health benefits, and centralized vehicle and
equipment functions.

Financial data for the Beloit Public Library Foundation and Community Development Authority
are included in the reporting entity by discrete presentation because they are component units of the
City. The Beloit Public Library Foundation was formed to raise and provide support monies for the Beloit
Public Library. The Community Development Authority was formed to engage in the development and
operation of low-income housing. The United States Department of Housing and Urban Development
(HUD) regulates such projects.
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The annual budget provides the foundation for the City’s financial planning and control. The
budget is prepared by fund, function and department. Departmental budgets are prepared by
department heads and are submitted each year in July for examination. After review by the Manager
and budget committee, the proposed budget is prepared and submitted to the Council for consideration
at their first meeting in October. Workshops and a public hearing are held by the Council in October. The
Council normally adopts the budget at their first meeting in November for the ensuing fiscal year. Once
adopted, transfers among departments or supplemental appropriations require approval of the Council;
the Manager is authorized to make adjustments within departments. Budget to actual comparisons are
provided in this CAFR for each governmental fund for which an annual budget has been adopted. This
information can be found in the Required Supplementary Information and Supplementary Information
sections of the CAFR.

ECONOMIC CONDITION / MAJOR INITIATIVES

The City’s economy historically and currently remains largely reliant on manufacturing and
commercial growth. There have been significant improvements to the local economy and the City
remains on a positive path. In March 2020, the unemployment rate was 4.0% which was a positive trend
and had been continuing to improve, yet still lagged behind the State and National rate of 3.8%.
Fortunately, the City’s large cluster of food processing industries continued to experience strong
performance during this period. Several of these industries have even added employees and production
lines in response to growing demand.

However, in December 2019, a novel strain of coronavirus was reported in Wuhan, Hubei
province, China. In the first several months of 2020, the virus, SARS-CoV-2, and resulting disease, COVID-
19, spread to the United States, including to areas impacting the City. As of the date above, the City’s
evaluation of the effects of these events is ongoing. The extent of the impact of COVID-19 on the City’s
operational and financial performance will depend on future developments, including the duration and
spread of the outbreak and related governmental or other regulatory actions.

The City’s Tax Increment District No. 10 continues to be its major economic development driver.
Several major employers are now located in the TID including Kerry America’s headquarters, Diamond
Foods Kettle Brands, Pratt Industries, and the new Amazon Order Fulfillment Center; collectively all
development in the TID has added $166 million to the City’s tax base and has provided over 1,000 new
jobs with more to come. We continue to remain optimistic about the City’s economic future and devote
considerable time and resources to economic development. The City currently has seven active Tax
Increment Districts with over 1,100 acres of land available for development.

The City’s economy has an exceptionally diversified employment base in the areas of metal
fabrication, food processing, medical services, biotechnology, retail, and education. Located at the
intersections of Interstates 90/39, that serves Chicago to the south, Madison to the north, and Interstate
43, providing a direct link east to Milwaukee, the City’s location is marketed as one of the Midwest’s
major distribution areas.

Additional economic and demographic data can be found in the MD&A and Statistical Sections
of this report.
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LONG-TERM FINANCIAL PLANNING

Each year the City prepares, as part of the budget process, a formal five year capital
improvement plan for upgrades and replacement of public infrastructure and the management of
related costs. This plan includes a funding methodology for each project which utilizes the City’s ability
to borrow funds and use other funding sources such as operating budgets, fund balance, and Federal
and State grants. For budgetary and planning purposes, the City has policy guidelines establishing the
appropriate levels and uses of unrestricted fund balance (15% of operating revenues or three months
average expenditures whichever is greater). The City also has a debt service policy, which is consistent
with its long range Financial Management Plan that was approved in 1998. This Plan established bond-
rating objectives, use of debt policies, and debt load indicators that are reviewed annually. Standard and
Poor’s has assigned an “A+” rating to the City’s general obligation debt, Sewer utility revenue bonded
debt, and Stormwater utility revenue bonded debt and an “A-” for its Water utility revenue bonded
debt. The general obligation rating was upgraded to “AA-/Stable” by Standard and Poor’s on March 12,
2020.

AWARDS and ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Beloit for its CAFR for the
fiscal year ended December 31, 2018. This was the seventeenth consecutive year the City has received
this prestigious award. In order to be awarded a Certificate of Achievement, a government must publish
an easily readable and efficiently organized CAFR. This report must satisfy both generally accepted
accounting principles and applicable legal requirements. A Certificate of Achievement is valid for a
period of one year only. We believe that our current CAFR continues to meet the Certificate of
Achievement Program’s requirements and we will be submitting it to the GFOA to determine its
eligibility for another certificate.

The City also received the GFOA's Distinguished Budget Presentation Award for its annual
budget document for the fiscal year beginning January 1, 2020. In order to qualify for the Distinguished
Budget Presentation Award, the government’s budget document must be judged and determined to be
proficient as a policy document, a financial plan, an operations guide, and a communication device. This
is the twenty-second year the City has received this award and is also valid for only one year.

The preparation of the CAFR would not have been possible without the efficient and dedicated
service of the entire staff of the Finance and Administrative Services Department. We would like to
express our appreciation to all the members of the department who assisted and contributed to the
preparation of this report with particular recognition to Dawn DeuVall, Director of
Accounting/Purchasing, Lisa White, Senior Accountant, and Jessica Tison, Budget Analyst. Credit is also
given to the City Council for their support in maintaining the highest standards of professionalism in the
management of the City of Beloit’s finances.

Respectfully submitted, ~ -
N Ooebadi P A
o Qb duntton
Lori S. Curtis Luther Eric R. Miller
City Manager Finance and Administrative Services Director
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@ bakertilly

INDEPENDENT AUDITORS' REPORT

To the City Council
City of Beloit
Beloit, Wisconsin

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Beloit, Wisconsin, as of and for the year ended December 31, 2019, and the
related notes to the financial statements, which collectively comprise the City of Beloit's basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the Beloit Public Library Foundation, Inc., or the limited liability corporations (LLCs)
presented as component units of the City of Beloit Community Development Authority (CDA). The Beloit Public
Library Foundation, Inc. represents 3 percent, 5 percent, and 3 percent, respectively, of the assets, net position
and revenues of the discretely presented component units. The LLCs of the CDA represent 78 percent, 65
percent, and 15 percent, respectively, of the assets, net position, and operating revenues of the aggregate
discretely presented component units. Those statements were audited by other auditors whose reports have
been furnished to us, and our opinion, insofar as it relates to the amounts included for the Beloit Public Library
Foundation, Inc., and the limited liability corporations (LLCs) presented as component units of the City of Beloit
Community Development Authority (CDA), is based solely on the reports 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 from material misstatement. The financial statements
of the Beloit Public Library Foundation, Inc., and the LLCs of the CDA were not audited in accordance with
Government Auditing Standards.

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the members
of which are separate and independent legal entities. © 2018 Baker Tilly Virchow Krause, LLP
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control over financial reporting relevant to the City of Beloit's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the City
of Beloit's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Beloit, Wisconsin, as of December 31, 2019 and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note |, the City of Beloit adopted the provisions of Governmental Accounting Standards Board
Statement No. 84, Fiduciary Activities, effective January 1, 2019. Our opinions are not modified with respect to
this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required supplementary
information as listed in the table of contents be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Beloit's basic financial statements. The supplementary information as listed in the table of
contents, which includes the schedule of expenditures of federal and state awards as required by Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards and the Wisconsin State Single Audit Guidelines, is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the supplementary information is fairly stated in all material respects, in relation to the basic financial
statements as a whole.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Beloit's basic financial statements. The introductory and statistical sections are presented
for purposes of additional analysis and are not a required part of the basic financial statements. Such information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2020 on our
consideration of the City of Beloit's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the City of Beloit's internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City of Beloit's internal control over financial reporting and
compliance.

Madison, Wisconsin
June 19, 2020



CITY OF BELOIT

MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED)
For Year Ended December 31, 2019

As management of the City of Beloit, Wisconsin (the “City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year
ended December 31, 2019. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal, the basic financial
statements, and related notes, all of which are contained in this comprehensive annual financial report
(CAFR).

FINANCIAL HIGHLIGHTS

> The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows
of resources as of December 31, 2019, by $68,865,449 (net position). Of this amount, $(67,639,042)
is an unrestricted deficit.

> The City’s total net position decreased $1,979,332 largely due to expenditures exceeding revenues in
the Governmental Activities.

> |n accordance with GASB Statement No. 68 which requires governmental entities participating in the
Wisconsin Retirement System (WRS) to report their proportionate share of the plan’s activity and net
pension liability, the City recorded a pension liability of $7,385,073 in 2019. This is a decrease of
$13,517,319 as the City reported a $6,132,246 asset in 2018. As of the December 31, 2018
measurement date used for the 2019 financial statements, WRS reported total resources available to
provide pension benefits of $96.7 billion. They also reported a total liability for pensions of
$100.3 billion, resulting in a net pension liability of $3.6 billion. The City’s proportionate share of this
liability is $7,385,073.

> As of December 31, 2019, the City’s governmental funds reported combined ending fund balances of
$35,554,308, an increase of $2,344,244 from the prior year. Of this amount, $9,228,578 or 26% is
unassigned and is available for spending at the government’s discretion. The increase in fund
balance was largely due to revenues exceeding expenses in the general fund and TIF District No. 10.
A large portion of the general fund increase was attributable to a $1,475,414 transfer in from TIF
District No. 6 related to its share of the district’s dissolution.

> As of December 31, 2019, the unassigned fund balance for the general fund was $11,882,949 or
39.2% of total general fund expenditures.

> The business-type activities total net position at December 31, 2019 was $67,327,855, which
represents a decrease of $2,720 from the prior year. Of this amount, $51,152,284 represents the
business-type activities net investment in capital assets.

> As discussed in Note | of this CAFR, the City adopted the provisions of GASB issued Statement
No. 84 — Fiduciary Activities and Statement No. 88 - Certain Disclosures Related to Debt, including
Direct Borrowings and Direct Placements, effective January 1, 2019.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis provided here 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 financial
statements. This CAFR also includes supplementary information intended to provide additional detail to
support the basic financial statements themselves.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont.)
(UNAUDITED)
For Year Ended December 31, 2019

OVERVIEW OF THE FINANCIAL STATEMENTS (cont.)

Government-Wide Statements

The government-wide financial statements are designed to provide information about the City as a
whole using the economic resources measurement focus and the accrual basis of accounting, in a
manner similar to those of a private-sector business.

The statement of net position presents information on all of the City’s assets, liabilities and deferred
inflows/outflows of resources, with the net amount reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City is
improving or deteriorating. Additionally, to assess the overall financial health of the City one must also
consider non-financial factors such as changes in the City’s property tax base and the condition of the
City’s infrastructure.

The statement of activities presents information showing how the City’s net position changed during the
year. All changes in net position are reported when the underlying event giving rise to the change occurs,
regardless of the timing of the 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., uncollected taxes
and earned but unused compensated absences).

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, economic
development, parks, recreation, and education, public safety, public works, and community development.
The business-type activities of the City include the water, sewer, and storm ultilities, which are considered
major funds.

The government wide statements include not only the City itself (known as the primary government), but
also two discretely presented component units that are separate legal entities for which the City is
financially accountable. Financial information for these component units is reported separately from the
financial information presented for the primary government.

The government-wide financial statements can be found on pages 1 to 3 of this CAFR.
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. These are explained in more detail as follows:

Governmental Funds — Most of the City’s basic services are included in governmental funds. Fund
based statements for these funds focus on how resources flow into and out of those funds and the
balances left at year end that are available for future spending. These funds are reported on the modified
accrual basis of accounting, this measures cash and other liquid assets that can readily be converted to
cash. The governmental fund statements provide a detailed short-term or current financial resources view
that helps the reader determine the financial resources that can be spent in the near future to finance the
City’s programs and services.
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OVERVIEW OF THE FINANCIAL STATEMENTS (cont.)

Fund Financial Statements (cont.)

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, 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 government’s near-term financing
decisions