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INDEPENDENT AUDITORS’ REPORT



@ bakertilly

Independent Auditors' Report

To the Town Board of
Town of East Troy

Adverse and Unmodified Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of the Town of East Troy (the Town), Wisconsin, as of and for the year ended December 31,
2021, and the related notes to the financial statements, which collectively comprise the Town's basic financial statements
as listed in the table of contents.

Adverse Opinion on Governmental Activities

In our opinion, because of the significance of the matter discussed in the Matter Giving Rise to Adverse Opinion on
Governmental Activities paragraph, the financial statements referred to above do not present fairly the financial position of
the governmental activities of the Town of East Troy, Wisconsin, as of December 31, 2021 or the changes in financial
position thereof for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Unmaodified Opinions on Each Major Fund and Aggregate Remaining Fund Information

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position ofeach major fund and the aggregate remaining fund information of the Town, as of December 31, 2021 and the
respective changes in financial position thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Adverse and Unmodified Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS).
Our responsibilities under those standards are further described in the Auditors' Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Town and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our adverse and unmodified audit opiniors.

Matter Giving Rise to Adverse Opinion on Governmental Activities

As discussed in Note 1 to the financial statements, management has not recorded general infrastructure and capital assets
in the governmental activities and, accordingly, have not recorded depreciation expense on those assets. Accounting
principles generally accepted in the United States of America require that those general infrastructure and capital assets be
capitalized and depreciated, which would increase the assets, net position and expenses of the governmental activities.
The amount by which this departure would affect the assets, net position and expenses of the governmental activities has
not been determined.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Town's ability to continue as a going concern for twelve
months beyond the financial statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

Baker Tilly US, 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.
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Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
Town's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Town's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings and certain internal control-related matters that we identified during the
audit.

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
is the responsibility of management and, 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.

Management has omitted the management's discussion and analysis that accounting principles generally accepted in the
United States of America require to be presented to supplement the basic financial statements. Such missing 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. Our opinions on the basic financial statements are not affected by this missing
information.

5,#% 7/ 0‘5/ LLF

Milwaukee, Wisconsin
March 18, 2022
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Town of East Troy

Statement of Net Position
December 31, 2021

Assets and Deferred Outflows of Resources

Assets

Cash and investments

Receivables:
Taxes receivable
Delinquent personal property taxes
Accounts

Prepaid items

Restricted assets:
Cash and investments
Net pension asset

Total assets

Deferred Outflows of Resources
Pension related amounts

Total deferred outflows of resources
Liabilities, Deferred Inflows of Resources and Net Position

Liabilities
Accounts payable
Accrued liabilities
Due to other governmental units
Deposits
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

Deferred Inflows of Resources
Subsequent year's tax levy
Pension related amounts

Total deferred inflows of resources

Net Position
Restricted for:
Landfill
Impact fees
American Rescue Plan Funding
Pension
Unrestricted (deficit)

Total net position

See notes to financial statements
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Governmental
Activities

$ 1,271,964

2,187,801
5,639

147
13,785

1,040,854
407,261

4,927,451

671,181

671,181

109,967
6,655
7,597

45,595

497,331
1,704,840

2,371,985

2,187,801
894,081

3,081,882

1,312,337
18,574
212,111
407,261
(1,805,518)

$ 144,765




Town of East Troy

Statement of Activities
Year Ended December 31, 2021

Functions/Programs

Governmental activities:
General government
Public safety
Public works
Culture, education and recreation
Conservation and development
Interest and fiscal charges

Total governmental activities

Net (Expenses)

Revenues and

Changes in Net

Program Revenues Position
Operating
Charges for Grants and Governmental
Expenses Services Contributions Activities
$ 564,239 $ 18,600 $ -3 (545,639)
996,702 260,752 261,395 (474,555)
1,640,350 428,838 204,404 (1,007,108)
44,704 - - (44,704)
1,953 - - (1,953)
36,409 - - (36.409)
$ 3,284,357 $ 708,190 $ 465799 $ (2,110,368)
General Revenues
Taxes:
Property taxes, levied for general purposes 1,701,911
Other taxes 11,994
Intergovernmental revenues not restricted to
specific programs 58,923
Public gifts and grants 4,270
Investment income 7,915
Miscellaneous 62,633
Total general revenues 1,847,646
Change in net position (262,722)
Net Position, Beginning 407,487
Net Position, Ending $ 144,765

See notes to financial statements
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Town of East Troy

Balance Sheet
Governmental Funds
December 31, 2021

Landfill
Special
Revenue
General Fund Fund Total
Assets
Cash and investments $ 908,357 $ 363,607 1,271,964
Receivables:
Taxes 2,187,801 - 2,187,801
Accounts 147 - 147
Delinquent personal property taxes 5,639 - 5,639
Due from other funds 21 - 21
Prepaid items 13,785 - 13,785
Restricted, cash and investments 230,685 810,169 1,040,854
Advances to other funds - 138,582 138,582
Tota| assets $ 3,346,435 $ 1,312,358 4,658,793
Liabilities, Deferred Inflows of Resources
and Fund Balances
Liabilities
Accounts payable $ 109,967 $ - 109,967
Accrued liabilities 2,158 - 2,158
Deposits 45,595 - 45,595
Due to other governments 7,597 - 7,597
Due to other funds - 21 21
Advances from other funds 138,582 - 138,582
Total liabilities 303,899 21 303,920
Deferred Inflows of Resources
Subsequent year's tax levy 2,187,801 - 2,187,801
Unearned revenue 5,639 - 5,639
Total deferred inflows of resources 2,193,440 - 2,193,440
Fund Balances
Nonspendable 13,785 - 13,785
Restricted 230,685 1,312,337 1,543,022
Assigned 99,706 - 99,706
Unassigned 504,920 - 504,920
Total fund balances 849,096 1,312,337 2,161,433
Total liabilities, deferred inflows of resources and fund
ba|ances $ 3,346,435 $ 1,312,358 4,658,793

See notes to financial statements
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Town of East Troy

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
December 31, 2021

Total Fund Balances, Governmental Funds $ 2,161,433

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

Some receivables that are not currently available are reported as unavailable revenues in
the fund financial statements but are recognized as revenue when earned in the
government-wide statements. 5,639

The net pension asset does not relate to current financial resources and is not reported in
the governmental funds. 407,261

Deferred outflows of resources related to pension do not relate to current financial
resources and are not reported in the governmental funds. 671,181

Deferred inflows of resources related to pension do not relate to current financial resources
and are not reported in the governmental funds. (894,081)

Some liabilities, including long-term debt, are not due and payable in the current period
and, therefore, are not reported in the funds.

Notes payable (2,099,840)
Vested vacation and sick pay (102,331)
Accrued interest (4,497)
Net Position of Governmental Activities $ 144,765

See notes to financial statements
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Town of East Troy

Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds
Year Ended December 31, 2021

Revenues
Taxes
Intergovernmental
Licenses and permits
Fines, forfeitures and penalties
Public charges for services
Intergovernmental charges for services
Investment income
Miscellaneous revenues

Total revenues

Expenditures
Current:
General government
Public safety
Public works
Culture, recreation and education
Conservation and development
Capital outlay
Debt service:
Principal
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other Financing Sources (Uses)
Debt issued
Proceeds from sale of property
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balances

Fund Balances, Beginning

Fund Balances, Ending

Landfill
Special
Revenue
General Fund Fund Total
$ 1,701,030 $ - 1,701,030
524,394 - 524,394
146,071 - 146,071
111,909 - 111,909
489,276 - 489,276
12,092 - 12,092
1,652 6,263 7,915
5,837 - 5,837
2,992,261 6,263 2,998,524
475,339 - 475,339
902,599 - 902,599
1,644,558 11,974 1,656,532
44,704 - 44,704
1,953 - 1,953
359,667 - 359,667
356,017 - 356,017
48,946 - 48,946
3,833,783 11,974 3,845,757
(841,522) (5,711) (847.233)
825,000 - 825,000
22,000 - 22,000
328,048 - 328,048
- (328,048) (328,048)
1,175,048 (328,048) 847.000
333,526 (333,759) (233)
515,570 1,646,096 2,161,666
$ 849,096 $ 1,312,337 $ 2,161,433

See notes to financial statements
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Town of East Troy

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year Ended December 31, 2021

Net Change in Fund Balances, Total Governmental Funds

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

Receivables not currently available are reported as revenue when collected or currently
available in the fund financial statements but are recognized as revenue when earned
in the government-wide financial statements.

Delinquent special charges held by the county

Debt issued provides current financial resources to governmental funds, but issuing debt
increases long-term liabilities in the statement of net position. Repayment of debt
principal is an expenditure in the governmental funds, but the repayment reduces long-
term liabilities in the statement of net position.

Debt issued
Principal repaid

Some expenses in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds.
Vested vacation and sick leave
Accrued interest on debt
Net pension asset/liability
Deferred outflows of resources related to pension
Deferred inflows of resources related to pension

Change in Net Position of Governmental Activities

See notes to financial statements
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$ (233)

1,111

(825,000)
356,016

74,805
12,537
194,116
176,702
(252,776)

$ (262,722)




Town of East Troy

Statement of Fiduciary Net Position
Custodial Fund
December 31, 2021

Custodial Fund

Tax Roll Fund
Assets
Cash and investments $ 5,333,720
Receivables:
Ensuing year levy 6,765,200
Total assets 12,098,920
Liabilities
Due to other taxing units 12,090,666
Tax refunds payable 8,254
Total liabilities 12,098,920
Net Position
Total net position $ -

See notes to financial statements
9



Town of East Troy

Statement of Changes in Fiduciary Net Position

Custodial Fund
Year Ended December 31, 2021

Additions
Tax collections

Deductions
Payments to overlying districts

Change in fiduciary net position
Net Position, Beginning

Net Position, Ending

See notes to financial statements
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Town of East Troy

Index to Notes to Financial Statements
December 31, 2021

1.

Summary of Significant Accounting Policies

Reporting Entity
Government-Wide and Fund Financial Statements
Measurement Focus, Basis of Accounting and Financial Statement Presentation
Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and
Net Position or Equity
Deposits and Investments
Receivables
Prepaid Items
Restricted Assets
Capital Assets
Deferred Outflows of Resources
Compensated Absences
Long-Term Obligations
Deferred Inflows of Resources
Equity Classifications
Pension

Stewardship, Compliance and Accountability

Limitations on the Town's Tax Levy

Detailed Notes on All Funds

Deposits and Investments

Receivables

Restricted Assets

Interfund Receivables/Payables, Advances and Transfers
Long-Term Obligations

Fund Balance

Other Information

Employees' Retirement System

Risk Management

Commitments and Contingencies

Joint Ventures

Effect of New Accounting Standards on Current-Period Financial Statements
Landfill Special Revenue Fund

11

24

24
30
30
30
31
31



Town of East Troy

Notes to Financial Statements
December 31, 2021

1. Summary of Significant Accounting Policies

The accounting policies of the Town of East Troy, Wisconsin (the Town) conform to accounting principles
generally accepted in the United States of America as applicable to governmental units. The accepted
standard-setting body for establishing governmental accounting and financial reporting principles is the
Governmental Accounting Standards Board (GASB).

Reporting Entity

This report includes all of the funds of the Town. The reporting entity for the Town consists of the
primary government and its component units. Component units are legally separate organizations for
which the primary government is financially accountable or other organizations for which the nature
and significance of their relationship with the primary government are such that their exclusion would
cause the reporting entity's financial statements to be misleading. The Town has not identified any
organizations that meet this criteria.

Government-Wide and Fund Financial Statements
Government-Wide Financial Statements

The statement of net position and statement of activities display information about the reporting
government as a whole. They include all funds of the reporting entity except for fiduciary funds.
Governmental activities generally are financed through taxes, intergovernmental revenues and
other nonexchange revenues. Likewise, the primary government is reported separately from
certain legally separate component units for which the primary government is financially
accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. The Town does not allocate indirect expenses to
functions in the statement of activities. Program revenues include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a
given function or segment, and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not
included among program revenues are reported as general revenues. Internally dedicated
resources are reported as general revenues rather than as program revenues.

Fund Financial Statements

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

Funds are organized as major funds or nonmajor funds within the governmental statements. An
emphasis is placed on major funds within the governmental category. A fund is considered major
if it is the primary operating fund of the Town or meets the following criteria:

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

b. The same element of the individual governmental fund that met the 10 percent test is at
least 5 percent of the corresponding total for all governmental funds combined.

12



Town of East Troy

Notes to Financial Statements
December 31, 2021

c. In addition, any other governmental fund that the Town believes is particularly important to
financial statement users may be reported as a major fund.

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

The Town reports the following major governmental funds:
General Fund

General Fund accounts for the Town's primary operating activities. It is used to account for
and report all financial resources except those accounted for and reported in another fund.

Special Revenue Fund

Landfill Special Revenue Fund is used to account for and report grants and local revenues
legally restricted or committed to supporting expenditures for the landfill program.

In addition, the Town reports the following fund type:
Custodial Fund

Custodial Fund is used to account for and report assets controlled by the Town and the assets
are for the benefit of individuals, private organizations and/or other governmental units.

Tax Roll Fund
Measurement Focus, Basis of Accounting and Financial Statement Presentation
Government-Wide Financial Statements

The government-wide statement of net position and statement of activities are reported using the
economic resources measurement focus and the accrual basis of accounting. Under the accrual
basis of accounting, revenues are recognized when earned and expenses are recorded when the
liability is incurred or economic asset used. Revenues, expenses, gains, losses, assets and
liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place. Property taxes are recognized as revenues in the year for which they are
levied. Taxes receivable for the following year are recorded as receivables and deferred inflows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider are met. Special assessments are recorded as revenue when earned.
Unbilled receivables are recorded as revenues when services are provided.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recorded when
they are both measurable and available. Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. For this purpose, the
Town considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures are recorded when the related fund liability is incurred, except
for unmatured interest on long-term debt, claims, judgments, compensated absences and pension
expenditures, which are recorded as a fund liability when expected to be paid with expendable
available financial resources.

13



Town of East Troy

Notes to Financial Statements
December 31, 2021

Property taxes are recorded in the year levied as receivables and deferred inflows. They are
recognized as revenues in the succeeding year when services financed by the levy are being
provided.

Intergovernmental aids and grants are recognized as revenues in the period the Town is entitled
the resources and the amounts are available. Amounts owed to the Town which are not available
are recorded as receivables and unavailable revenues. Amounts received before eligibility
requirements (excluding time requirements) are met are recorded as liabilities. Amounts received
in advance of meeting time requirements are recorded as deferred inflows.

Revenues susceptible to accrual include property taxes, miscellaneous taxes, public charges for
services, special assessments and interest. Other general revenues such as fines and forfeitures,
inspection fees, recreation fees and miscellaneous revenues are recognized when received in
cash or when measurable and available under the criteria described above.

Fiduciary Funds

Fiduciary fund financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as described previously in this note.

All Financial Statements
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, deferred outflows of resources, liabilities and deferred inflows of resources
and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenditures/expenses during the reporting period. Actual
results could differ from those estimates.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources and Net
Position or Equity

Deposits and Investments

Investment of Town funds is restricted by Wisconsin state statutes. Available investments are
limited to:

a. Time deposits in any credit union, bank, savings bank or trust company.

b. Bonds or securities of any county, city, drainage district, technical college district, village,
town or school district of the state. Also, bonds issued by a local exposition district, a local
professional baseball park district, a local professional football stadium district, a local
cultural arts district, the University of Wisconsin Hospitals and Clinics Authority or the
Wisconsin Aerospace Authority.

c. Bonds or securities issued or guaranteed by the federal government.

d. The local government investment pool.

e. Any security maturing in seven years or less and having the highest or second highest
rating category of a nationally recognized rating agency.

f. Securities of an open-end management investment company or investment trust, subject
to various conditions and investment options.

g. Repurchase agreements with public depositories, with certain conditions.

14



Town of East Troy

Notes to Financial Statements
December 31, 2021

The Town has adopted an investment policy. That policy follows the state statute for allowable
investments.

No policy exists for the following risks:

Credit risk
Custodial credit risk

Interest rate risk

Investments are stated at fair value, which is the amount at which an investment could be
exchanged in a current transaction between willing parties. No investments are reported at
amortized cost. Adjustments necessary to record investments at fair value are recorded in the
operating statement as increases or decreases in investment income. Investment income on
commingled investments of municipal accounting funds is allocated based on average balances.
The difference between the bank statement balance and carrying value is due to outstanding
checks and/or deposits in transit.

The Wisconsin Local Government Investment Pool (LGIP) is part of the State Investment Fund
(SIF) and is managed by the State of Wisconsin Investment Board. The SIF is not registered with
the Securities and Exchange Commission, but operates under the statutory authority of Wisconsin
Chapter 25. The SIF reports the fair value of its underlying assets annually. Participants in the
LGIP have the right to withdraw their funds in total on one day's notice. At December 31, 2021, the
fair value of the Town 's share of the LGIP's assets was substantially equal to the amount as
reported in these statements.

See Note 3 for further information.

Receivables
Property taxes are levied in December on the assessed value as of the prior January 1. In addition
to property taxes for the Town, taxes are collected for and remitted to the state and county
governments as well as the local school district and technical college district. Taxes for all state
and local governmental units billed in the current year for the succeeding year are reflected as
receivables and due to other taxing units on the accompanying statement of fiduciary net position.

Property tax calendar - 2021 tax roll:

Lien date and levy date December 2021
Tax bills mailed December 2021
Payment in full, or January 31, 2022
First installment due January 31, 2022
Second installment due July 31, 2022
Personal property taxes in full January 31, 2022

Tax sale - 2021 delinquent real estate taxes  October 2024

Delinquent real estate taxes as of July 31 are paid in full by the County, which assumes the
collection thereof.

During the course of operations, transactions occur between individual funds that may result in
amounts owed between funds. Short-term interfund loans are reported as due to and from other
funds. Long-term interfund loans (noncurrent portion) are reported as advances from and to other
funds. Interfund receivables and payables between funds within governmental activities are
eliminated in the statement of net position.

15



Town of East Troy

Notes to Financial Statements
December 31, 2021

In the governmental fund financial statements, advances to other funds are offset equally by a
nonspendable fund balance account which indicates that they do not constitute expendable
available financial resources and, therefore, are not available for appropriation or by a restricted
fund balance account, if the funds will ultimately be restricted when the advance is repaid.

Prepaid Items
Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements. The cost of
prepaid items is recorded as expenditures/expenses when consumed rather than when
purchased.

Restricted Assets

Mandatory segregations of assets are presented as restricted assets. Such segregations are
required by bond agreements and other external parties.

Capital Assets
Government-Wide Statements
Capital assets, which include property, plant and equipment, are not reported in the
government-wide financial statements because the town has not maintained a record of its
capital assets and accumulated depreciation.

Fund Financial Statements

In the fund financial statements, capital assets used in governmental fund operations are
accounted for as capital outlay expenditures of the governmental fund upon acquisition.

Deferred Outflows of Resources

A deferred outflow of resources represents a consumption of net position/fund balance that
applies to a future period and will not be recognized as an outflow of resources (expense/
expenditure) until that future time.

Compensated Absences

Under terms of employment, employees are granted sick leave and vacations in varying amounts.
Only benefits considered to be vested are disclosed in these statements.

All vested vacation and sick leave pay is accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements, and are payable with
expendable resources.

Payments for vacation and sick leave will be made at rates in effect when the benefits are used.
Accumulated vacation and sick leave liabilities at December 31, 2021, are determined on the
basis of current salary rates and include salary related payments.

Long-Term Obligations
All long-term obligations to be repaid from governmental resources are reported as liabilities in the

government-wide statements. The long-term obligations consist primarily of notes and bonds
payable and accrued compensated absences.
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Town of East Troy

Notes to Financial Statements
December 31, 2021

Long-term obligations for governmental funds are not reported as liabilities in the fund financial
statements. The face value of debts is reported as an other financing source and payments of
principal and interest are reported as expenditures.

Deferred Inflows of Resources

A deferred inflow of resources represents an acquisition of net position/fund balance that applies
to a future period and therefore will not be recognized as an inflow of resources (revenue) until
that future time.

Equity Classifications
Government-Wide Statements
Equity is classified as net position and displayed in three components:

a. Net Investment in Capital Assets - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances (excluding unspent debt proceeds) of any bonds, mortgages, notes or other
borrowings that are attributable to the acquisition, construction or improvement of
those assets.

b. Restricted Net Position - Consists of net position with constraints placed on their
use either by 1) external groups such as creditors, grantors, contributors or laws or
regulations of other governments or 2) law through constitutional provisions or
enabling legislation.

c. Unrestricted Net Position - All other net positions that do not meet the definitions of
restricted or net investment in capital assets.

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

Fund Statements
Governmental fund balances are displayed as follows:

a. Nonspendable - Includes fund balance amounts that cannot be spent either because
they are not in spendable form or because legal or contractual requirements require
them to be maintained intact.

b. Restricted - Consists of fund balances with constraints placed on their use either by
1) external groups such as creditors, grantors, contributors or laws or regulations of
other governments or 2) law through constitutional provisions or enabling legislation.

c. Committed - Includes fund balance amounts that are constrained for specific
purposes that are internally imposed by the government through formal action of the
highest level of decision making authority. Fund balance amounts are committed
through a formal action (resolution) of the Town Board. This formal action must occur
prior to the end of the reporting period, but the amount of the commitment, which will
be subject to the constraints, may be determined in the subsequent period. Any
changes to the constraints imposed require the same formal action of the Town Board
that originally created the commitment.
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d. Assigned - Includes spendable fund balance amounts that are intended to be used
for specific purposes that do not meet the criteria to be classified as restricted or
committed. The Board may take official action to assign amounts. Assignments may
take place after the end of the reporting period.

e. Unassigned - Includes residual positive fund balance within the general fund which
has not been classified within the other above mentioned categories. Unassigned
fund balance may also include negative balances for any governmental fund if
expenditures exceed amounts restricted, committed or assigned for those purposes.

The Town considers restricted amounts to be spent first when both restricted and unrestricted
fund balance is available unless there are legal documents / contracts that prohibit doing this,
such as in grant agreements requiring dollar for dollar spending. Additionally, the Town would
first use committed, then assigned and lastly unassigned amounts of unrestricted fund
balance when expenditures are made.

The Town maintains a cash flow reserve of $204,253 and is included in unassigned fund
balance.

Pension

For purposes of measuring the net pension liability (asset), deferred outflows of resources and
deferred inflows of resources related to pensions and pension expense, information about the
fiduciary net position of the Wisconsin Retirement System (WRS) and additions to/deductions
from WRS' fiduciary net position have been determined on the same basis as they are reported by
WRS. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported
at fair value.

2. Stewardship, Compliance and Accountability
Limitations on the Town's Tax Levy

Wisconsin law limits the Town's future tax levies. Generally the Town is limited to its prior tax levy
dollar amount (excluding TIF Districts), increased by the greater of the percentage change in the
Town's equalized value due to new construction or zero percent. Changes in debt service from one
year to the next are generally exempt from this limit with certain exceptions. The Town is required to
reduce its allowable levy by the estimated amount of fee revenue it collects for certain services, if
those services were funded in 2013 by the property tax levy. Levies can be increased above the
allowable limits if the amount is approved by referendum.
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3. Detailed Notes on All Funds
Deposits and Investments
The Town's deposits and investments at year end were comprised of the following:

Carrying Statement

Value Balances Associated Risks
Deposits $ 6,839,855 $ 6,893,524 Custodial credit risk
LGIP 806,683 805,682 Credit risk

Total deposits and investments ~ $__7.646,538 § 7,699,206

Reconciliation to financial statements

Per statement of net position:

Unrestricted cash and investments $ 1,271,964

Restricted cash and investments 1,040,854
Per statement of fiduciary net position:

Custodial fund 5,333,720

Total deposits and investments ~ $__7.646,538

Deposits in each local and area bank are insured by the FDIC in the amount of $250,000 for time and
savings accounts (including NOW accounts) and $250,000 for demand deposit accounts (interest-
bearing and noninterest-bearing). In addition, if deposits are held in an institution outside of the state
in which the government is located, insured amounts are further limited to a total of $250,000 for the
combined amount of all deposit accounts.
Bank accounts are also insured by the State Deposit Guarantee Fund in the amount of $400,000.
However, due to the nature of this fund, recovery of material principal losses may not be significant to
individual municipalities. This coverage has been considered in computing custodial credit risk.
Custodial Credit Risk

Deposits

Custodial credit risk is the risk that in the event of a financial institution failure, the Town's
deposits may not be returned to the Town.

As of December 31, 2021, $6,189,855 of the Town's total bank balances were exposed to
custodial credit risk as follows:

Uninsured and uncollateralized $ 6,189,855
Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations.

The Town had investments in the external Wisconsin Local Government Investment Pool which is
not rated.

See Note 1 for further information on deposit and investment policies.
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Receivables

All of the receivables on the balance sheet are expected to be collected within one year except for
delinquent personal property taxes.

Governmental funds report unavailable or unearned revenue in connection with receivables for
revenues that are not considered to be available to liquidate liabilities of the current period. Property
taxes levied for the subsequent year are not earned and cannot be used to liquidate liabilities of the
current period. Governmental funds also defer revenue recognition in connection with resources that
have been received, but not yet earned. At the end of the current fiscal year, the various components
of unavailable revenue and unearned revenue reported in the governmental funds were as follows:

Unearned Unavailable
Property taxes receivable for subsequent year $ 2,187,801 $ -
Delinquent property taxes receivable - 5,369
Total unearned/unavailable revenue for governmental
funds $ 2,187,801 $ 5,369

Restricted Assets
The following represent the balances of the restricted assets:

Impact Fee Account

The Town has received impact fees which must be spent in accordance with the local ordinance
and state statutes. Any unspent funds must be refunded to the current property owner.

Net Pension Asset

Restricted assets have been reported in connection with the net pension asset balance since this
balance must be used to fund employee benefits.

Landfill Accounts

The Town has set aside reserve funds to protect the town from landfill related claims and liabilities
and shall exist in lieu of landfill liability impairment insurance. The ordinance establishing the
landfill fund states that the landfill reserve funds will not be used for purposes other than payment
of claims or for environmental protection related to the landfill site for a period of not less than

15 years after final closure of the site, which occurred in the mid-1990’s.

American Rescue Plan Funds

The Town has received funds related to the American Rescue Plan Act of 2021 (ARPA) which
established the Coronavirus State and Local Fiscal Recovery Funds (SLFRF). The purpose of
these funds are to provide state, local, and Tribal governments with the resources needed to
respond to the pandemic and its economic effects and to build a stronger, more equitable
economy during the recovery.
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Following is a list of restricted assets at December 31, 2021:

Restricted
Assets
American rescue plan funds $ 212,111
Impact fee account 18,574
Net pension asset 407,261
Landfill reserve account 810,169
Total $ 1,448,115

Interfund Receivables/Payables, Advances and Transfers

Interfund Receivables/Payables

The following is a schedule of interfund receivables and payables including any overdrafts on
pooled cash and investment accounts:

Receivable Fund Payable Fund Amount
General Fund Landfill Special Revenue Fund  $ 21
Total, fund financial statements 21

Less fund eliminations (21)

Total internal balances, government-wide statement of net
position

All amounts are due within one year.

Balances result from the time lag between the dates that (1) interfund goods and services are

provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting
system and (3) payments between funds are made.

Advances

The Landfill Special Revenue Fund has advanced funds to the general fund. Interest is not
charged on the advances.

The following is a schedule of interfund advances:

Amount Not

Due Within
Receivable Fund Payable Fund Amount One Year
Landfill Special Revenue Fund General Fund $ 138,582 $ 138,582
Total, fund financial statements 138,582

Less fund eliminations (138,582)

Total, interfund advances, government-wide statement of
net position

The principal purpose of this advance is for park-related purposes.
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Transfers

The following is a schedule of interfund transfers:

Fund Transferred To Fund Transferred From Amount Principal Purpose
Landfill Special Revenue Transfer for capital
General Fund Fund $ 328,048 purchases
Total, fund financial statements 328,048
Less fund eliminations (328,048)
Total transfers, government-wide statement of
activities -

Generally, transfers are used to (1) move revenues from the fund that collects them to the fund
that the budget requires to expend them, (2) move receipts restricted to debt service from the
funds collecting the receipts to the debt service fund and (3) use unrestricted revenues collected
in the general fund to finance various programs accounted for in other funds in accordance with
budgetary authorizations.

Long-Term Obligations

Long-term obligations activity for the year ended December 31, 2021, was as follows:

Amounts Due

Beginning Ending Within One
Balance Increases Decreases Balance Year
Governmental Activities
Bonds and notes payable:
General obligation notes from direct
borrowings and direct placements $ 1,630,856 $ 825,000 $ 356,016 $ 2,099,840 $ 395,000
Total bonds and notes payable 1,630,856 825,000 356,016 2,099,840 395,000
Other liabilities:
Vested vacation 31,775 - 7,527 24,248 24,248
Vested sick leave 145,361 - 67,278 78,083 78,083
Total other liabilities 177,136 - 74,805 102,331 102,331

Total governmental activities long-

torm liabilities $ 1807992 $ 825000 $ 430821 $ 2202171 $ 497,331

In accordance with Wisconsin Statutes, total general obligation indebtedness of the Town may not
exceed 5 percent of the equalized value of taxable property within the Town's jurisdiction. The debt
limit as of December 31, 2021, was $46,634,900. Total general obligation debt outstanding at year
end was $2,099,840.
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General Obligation Debt

All general obligation debt payable is backed by the full faith and credit of the Town. Debt in the
governmental funds will be retired by the general fund.

Governmental Activities Balance
Date of Final Interest Original December
General Obligation Debt Issue Maturity Rates Indebtedness 31, 2021
State Trust Fund Loan 05/8/13 03/15/23 275% $ 720,000 $ 159,414
First Citizens State Bank 07/28/17 03/28/24 2.88 409,000 175,285
First Citizens State Bank 11/15/17 09/1/25 3.00 494,000 189,873
First Citizens State Bank 10/15/18 09/1/28 4.00 286,000 200,200
First Citizens State Bank 08/13/19 08/13/28 3.49 361,000 290,068
First Citizens State Bank 09/1/20 09/1/25 2.25 325,000 260,000
State Trust Fund Loan 07/6/21 03/15/31 3.00 825,000 825,000
Total governmental activities, general obligation debt $ 2,099,840

Debt service requirements to maturity are as follows:

Governmental Activities
Notes from Direct Borrowings
and Direct Placements

Years Principal Interest
2022 $ 395,000 $ 54,877
2023 392,258 51,827
2024 314,961 40,358
2025 260,287 31,644
2026 151,619 23,748
2027-2031 585,715 48,574
Total $ 2,099,840 $ 251,028

The Town's outstanding notes from direct borrowings and / or direct placements related to
governmental activities of $2,099,840 contain a provision that in an event of default, outstanding
amounts become immediately due and payable

Other Debt Information
Estimated payments of vested vacation and vested sick leave ar