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  MANAGEMENT’S DISCUSSION AND ANALYSIS 
                                          For the Year Ended December 31, 2012 

 
 
 
The City of Milton’s discussion and analysis is designed to: 
 

1. Assist the reader in focusing on significant financial issues; 
2. Provide an overview of the City’s financial activity; 
3. Identify changes in the City’s financial position (its ability to address the next and 

subsequent year challenges); 
4. Identify any material deviations from the financial plan, the adopted budget; and, 
5. Identify individual fund issues or concerns. 

 
Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the report year’s 
activities, resulting changes and currently known facts, please read it in conjunction with the City’s 
financial statements (beginning on page 19). 
 
The City’s government-wide financial statements have been prepared on the full-accrual basis of 
accounting in conformity with generally accepted accounting principles (U.S. GAAP).  The City’s fund 
financial statements for governmental funds (General, Special Revenue, Debt Service, and Capital 
Projects) have been prepared on the modified accrual basis of accounting in conformity with GAAP.  
The City’s Proprietary funds (Enterprise - Water, Sewer & Stormwater) are accounted for on the accrual 
basis.  A detailed discussion on Government-wide and Fund financial statements can be found on 
pages 13-14. 
 
Financial Highlights 

 
• As shown on the Statement of Net Position, fiscal year December 31, 2012 ended with an 

Unrestricted Net Position Balance of $162,842 in Governmental Activities.  This is a decrease of 
$650,791 in the prior year primarily due to the completion of the Department of Public Works 
building.  These monies are intended to provide a cushion against significant downturns in 
revenues and to maintain sufficient working capital and cash flow to meet daily financial needs.  
Other reserves have been designated by management to address annual budget amendments, 
furniture and equipment replacement, major repairs and Parkland improvements. 
 

• Also shown on the statement of Net Position is an Unrestricted Net Position Balance of 
$1,410,692 in the Business Activities category.  This is a decrease of $164,916 in the prior year 
primarily due to an increase in expenses.  These monies are intended to provide a cushion 
against significant downturns in revenues and to maintain sufficient working capital and cash 
flow to meet daily financial needs.  Other reserves have been designated by management to 
address equipment replacement and bond reserve requirements. 
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• From the Statement of Activities, General Revenues, primarily property taxes were used to 
support the following major activities.  The property tax amount for each function was: 
 
o $526,358 for General Government purposed - administration, finance, facilities and City 

Council 
o $1,172,961 for Public Safety - Police, Fire, Building Inspection. 
o $691,917 for public works 
o $7,946 for Health and Human Services 
o $343,405 for Culture and Recreation 
o $180,495 for Conservation and development 
o $585,882 for Interest and Fiscal charges. 

 
• As of December 31, 2012, the committed, assigned, or unassigned, all of which is available for 

spending at the City’s discretion, general fund was $1,781,864 or approximately 25% of total 
general fund revenues.  
 

• As of December 31, 2012, total long-term obligations decreased by $1,431,686 due primarily to 
scheduled debt service payments on existing debt.  The City issued no new debt for the 2012 
year.    
 

Using this Annual Report 
 
This discussion and analysis is intended to serve as an introduction to the City of Milton’s basic 
financial statements.  These 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 report also contains other supplementary information in addition to the basic financial 
statements themselves.  Comparative data for 2012 is provided for analysis of the City of Milton’s 
change in net position. 
  
The primary focus of the City of Milton’s financial statements since the time of incorporation has been to 
summarize fund type information.  With this new report, the old method has been discarded.  The new 
focus is on both the City as a whole (government-wide) and the major individual funds.  Providing both 
perspectives (government-wide and major fund) allows the user to address relevant questions, broaden 
a basis for comparison whether year to year or government to government, and enhance the City’s 
accountability. 
 
Government-Wide Financial Statements 
 
The Government-wide financial statements are designed to be corporate-like in that all governmental 
and business-type activities are consolidated into columns, which add to a total for the Primary 
government.   
 
The statement of net position presents information on all of the City of Milton’s assets and liabilities, 
with the difference between the two 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 of Milton is 
improving or deteriorating. 
 
The statement of activities presents information showing how the government’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows.  Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in future 
fiscal periods (e.g., uncollected taxes and earned but unused vacation and sick leave). 
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Both of the government wide financial statements distinguish functions of the City of Milton 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 of Milton include general 
government, public safety, public works, health and human services, culture, recreation and education, 
conservation and development.  The business-type activities of the City of Milton include the Milton 
Water, Wastewater and Stormwater Utilities. 
 
The government-wide financial statements can be found on pages 19-22 of this report. 
 
Fund Financial Statements 
 
Traditional users of governmental financial statements will find the Fund Financial Statements 
presentation more familiar.   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 of Milton, 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 of Milton can be divided into two 
categories: governmental funds and proprietary funds. The focus is now on Major Funds, rather than 
types.  A Major Fund is defined in the following manner: 
 
a. Total assets, liabilities, and revenues, or expenditures/expenses of that individual governmental or 

enterprise fund are at least ten percent (10%) of the corresponding total (assets, liabilities, etc.) 
for all funds of that category or type (that is, total governmental or total enterprise funds): and, 

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental or 
enterprise fund are at least five percent (5%) of the corresponding total for all governmental and 
enterprise funds combined; or, 

c. Any other governmental or enterprise fund that the government’s officials believe is particularly 
important.  (Added to this report is the City’s Debt Service Fund due to the City’s borrowing 
policy). 

 
Governmental Funds 
 
The Governmental funds are presented on a sources and uses of liquid resources basis.  This is 
the manner in which the budget is typically developed.  The flow and availability of liquid 
resources is a clear and appropriate focus for any analysis of government.  Governmental funds 
are established to account for essentially the same functions reported as governmental activities 
in the government-wide financial statements.  However, unlike the government-wide financial 
statements, governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources, as well as on balances of spendable resources available at the end of the 
fiscal year.  Such information may be useful in evaluating a government’s near-term financing 
requirements. 
 
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.  Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities. 
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The City of Milton maintains twelve individual governmental funds.  Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of 
revenues, expenditures and changes in fund balances for the General Fund, the Debt Service 
Fund and the Capital Improvements Fund, which are considered to be major funds.  Data from the 
remaining governmental funds are combined into a single, aggregated presentation.  Individual 
fund data for each of these nonmajor governmental funds is provided in the form of combining 
statements later in this report. 
 
The basic governmental fund financial statements can be found on pages 23-28 of this report.  
 
Proprietary Funds 
 
Enterprise funds are used to report the same functions presented as business-type activities in 
the government-wide financial statements.  The City of Milton uses enterprise funds to account for 
the Milton Water, Wastewater and Stormwater Utilities. 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail.  The proprietary fund financial statements provide separate 
information for the Milton Water, Wastewater and Stormwater Utilities, which are considered to be 
a major fund of the City of Milton. 
 
The basic proprietary fund financial statements can be found on pages 29-33 of this report. 
 
Fiduciary Funds 
 
Fiduciary funds are used to account for resources held for the benefit of parties outside the 
government.  Fiduciary funds are not reflected in the government-wide financial statements 
because the resources of those funds are not available to support the City of Milton’s own 
programs.  The accounting for fiduciary funds is similar to that used for proprietary funds.  The 
City of Milton uses fiduciary funds to account for taxes collected for the benefit of overlapping tax 
jurisdictions.   
 
The fiduciary fund financial statements can be found on page 34 of this report. 

 
Notes to the Financial Statements 
 
The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and fund financial statements.  The notes to the financial statements can be 
found on pages 35-56 of this report. 
 
Other Information 
 
In addition to the basic financial statements and accompanying notes, required supplementary 
information presents a post healthcare benefits schedules to show funding level of the liability as well 
as a budgetary comparison schedule for the General Fund to demonstrate compliance with the budget. 
 
The combining statements referred to earlier in connection with nonmajor governmental funds and 
other information related to the individual funds are presented immediately following the required 
supplementary information.  Individual fund statements and schedules can be found on pages 60-63 of 
this report. 
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Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial 
position.  In the case of the City of Milton, assets exceeded liabilities by $33,032,873 at the close of 
2012.  The following table reflects the condensed Statement of Assets.  
 

2012 2011 2012 2011 2012 2011
Current and other assets $ 7,474,708 9,099,948 $ 3,502,266 3,445,861 $ 10,976,974 12,545,809
Capital assets 27,522,734 26,597,703 18,340,554 18,541,745 45,863,288 45,139,448
     Total assets $ 34,997,442 35,697,651 $ 21,842,820 21,987,606 $ 56,840,262 57,685,257

Long-term debt $ 14,076,696 15,275,000 $ 3,296,580 3,536,508 $ 17,373,276 18,811,508
Other Liabilities 5,470,567 6,205,295 963,546 856,198 6,434,113 7,061,493
     Total liabilities $ 19,547,263 21,480,295 $ 4,260,126 4,392,706 $ 23,807,389 25,873,001

Net position:
     Invested in capital, 

net of debt $ 14,742,734 12,856,701 $ 14,484,046 14,467,712 $ 29,226,780 27,324,413
     Restricted 544,603 547,022 1,687,956 1,551,580 2,232,559 2,098,602
     Unrestricted 162,842 813,633 1,410,692 1,575,608 1,573,534 2,389,241
Total net position $ 15,450,179 14,217,356 $ 17,582,694 17,594,900 $ 33,032,873 31,812,256

 
For more detailed information see pages 19-20 of the Statement of Net Position 
 
The largest portion of the City of Milton’s net position (approximately 88 percent) reflects its investment 
in capital assets (e.g., land, buildings, machinery, equipment, and infrastructure), less any related debt 
used to acquire those assets that are still outstanding.  The City of Milton uses these capital assets to 
provide services to citizens; consequently, these assets are not available for future spending.  Although 
the City of Milton’s investment in its capital assets is reported net of related debt, it should be noted that 
the resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves cannot be used to liquidate these liabilities. 
 
An additional portion of the City of Milton’s net position (approximately 7%) represents resources that 
are subject to external restrictions on how they should be used.  The remaining balance of unrestricted 
net position or $1,573,534 may be used to meet the government’s ongoing obligations to citizens or 
creditors. 
 
At the end of fiscal year 2012, the City of Milton is able to report positive balances in all three 
categories of net position, both for the government as a whole, as well as for its separate governmental 
and business-type activities. 
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Governmental Activities 
 
The 2012 change in net position for Governmental Activities shows an increase of $1,066,821.  See 
page 28 for the reconciliation of change in fund balances to the Statement of Activities. 
 
 
 

Revenues 2012 2011 2012 2011 2012 2011
Program Revenues

Charges for services $ 579,788        627,343        $ 2,297,636     2,168,093        $ 2,877,424     2,795,436       
Operating grants and contributions 555,766        581,867        -                -                  555,766        581,867          
Capital grants and contributions 15,882          20,000          151,868        2,959               167,750        22,959            

General Revenues -               -                  
Property taxes 2,536,631     2,361,072     -                -                  2,536,631     2,361,072       
Other Taxes: TID increments 876,943        814,558        -                -                  876,943        814,558          
Intergovernmental revenues not
   restricted to specific programs 683,499        732,596        -                -                  683,499        732,596          
Investment income 40,566          51,373          16,990          31,183             57,556          82,556            
Other 48,889          351,344        -                -                  48,889          351,344          
    Total revenues $ 5,337,964     5,540,153     $ 2,466,494     2,202,235        $ 7,804,458     7,742,388       

Expenses
General Government $ 662,413        734,965        $ -                -                  $ 662,413        734,965          
Public Safety 1,334,457     1,396,054     -                -                  1,334,457     1,396,054       
Public Works 1,441,122     1,628,067     -                -                  1,441,122     1,628,067       
Health and Human Services 17,996          32,308          -                -                  17,996          32,308            
Culture, Recreation and Education 435,005        475,860        -                -                  435,005        475,860          
Conservation and Development 183,525        95,909          -                -                  183,525        95,909            
Interest and fiscal charges 585,882        639,032        -                -                  585,882        639,032          
Water -                -               790,214        757,945           790,214        757,945          
Sewer -                -               850,285        838,083           850,285        838,083          
Stormwater -                -               128,944        134,459           128,944        134,459          

   Total expenses $ 4,660,400     5,002,195     $ 1,769,443     1,730,487        $ 6,429,843     6,732,682       

Change in Net Position before Transfers 677,564        537,958        697,051        471,748           1,374,615     1,009,706       
Transfers 389,257        200,343        (389,257)       (200,343)          -               -                  

Change in Net Assets 1,066,821     738,301        307,794        271,405           1,374,615     1,009,706       
Net position - 1/1 14,217,356   13,479,055   17,594,900   17,323,495      31,812,256   30,802,550     

Prior Period Adjustment 166,002        -               (320,000)       -                  (153,998)       -                  
Net position - 12/31 $ 15,450,179   14,217,356   $ 17,582,694   17,594,900      $ 33,032,873   31,812,256     

Total
Governmental Business-type

Activities Activities

City of Milton's Changes in Net Position
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As shown by the following graphs and identified by the Statement of Activities on pages 21-22, property 
taxes and other general revenues not restricted or applicable to specific programs provide the major 
revenue sources for governmental activities. 
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Revenue by Source - Governmental Activities

 
 
As identified above and on the following page, property taxes are the largest revenue source for the 
governmental activities accounting for approximately 48 percent of total revenues.  Charges for 
services, operating grants and contributions, and capital grants and contributions provided 
approximately 11 percent, 1 percent and 0 percent of total revenues, respectively. 
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Public Works activities accounts for approximately 31% and Public Safety activities accounts for 29% of 
the total expenditures within the governmental activities of the City of Milton.   
 
City departments across the board were within their approved budgets. 
 
 
 

 
 
Business-type activities  
 
Business type activities increased the City of Milton’s net position by $307,794 during 2012.  The 
following graph compares the charges for services to the operating expenses of each utility. 
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As shown on the following chart, the revenues of the Milton Water, Wastewater and Stormwater Utilities 
included Capital Grants and Contributions and investment income in addition to charges for services 
(operating revenues). 

 
 
Revenues by Source Business Type Activities 
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Financial Analysis of the Government’s Funds 
 
As noted earlier, the City of Milton uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental Funds 
 
The focus of the City of Milton’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the City of 
Milton’s financing requirements.  In particular, unreserved fund balance may serve as a useful measure 
of a government’s net resources available for spending at the end of the fiscal year. 
 
In 2006, The City Council put a fund balance policy in place.  The new fund balance policy seeks to 
maintain an unassigned fund balance at a minimum of 25% of total general fund annual revenues.  The 
purpose is to provide adequate cash flow during the year and fund unforeseen emergencies.  Any other 
use of these funds would require a majority vote of the Council. Should the unassigned fund balance 
fall below 25% of total general fund annual revenues, the City shall, in the following annual budget or 
through other financial means (whichever occurs first), provide adequate funding to meet the 25% 
balance. Any decision to not meet this rule shall require a majority vote of the Council.  The full amount 
of fund balance over and above the 25% will be reserved for the following purposes; existing and future 
debt service, funding of future liability and/or actual costs for retiree health care benefits, and capital 
projects funding. 
 
As of December 31, 2012, the City of Milton’s governmental funds reported combined ending balances 
of $3,309,336, a decrease of $688,483 in comparison with the prior year.  $1,719,769 of the fund 
balance is assigned, unassigned or committed.  The remainder of the fund balance ($1,589,567) is 
nonspendable or restricted to indicate that it is not available for new spending because it has already 
been committed for other uses.   
 
The General Fund is the chief operating fund of the City of Milton.  As of December 31, 2012, the total 
fund balance of the general fund was $1,860,190 of which $1,622,047 is unassigned.  This unassigned 
balance represents approximately 41 percent of total general fund revenues in 2012.   
 
The fund balance of the general fund increased by $85,261 in fiscal year 2012.  The 2012 annual 
program budget for the City of Milton’s general fund had revenues exceeding expenditures by 
$699,078. The Common Council authorized additional expenditures of $60,721.  Actual expenditures 
were less than the amended budgeted expenditures by approximately 7 percent.  The decrease in 
expenditures was primarily related to across the board departmental positive variances. 
 
The Debt Service Fund has a total fund balance of $80,531, all of which is restricted for the payment of 
debt service.  The fund increased by $2,126. 
 
The Capital Improvement Fund provides funding for capital projects of the City of Milton or other unique 
expenditures which are not normal operating or maintenance type expenditures reportable within the 
general fund or other governmental funds.  The Capital Project fund balance is restricted for capital 
projects and payment of debt. 
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Proprietary Fund. 
 
The City of Milton’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.  The growth in Net Position for 2012 was $307,794.  Net 
position in the amount of $1,687,956 are restricted for debt coverage and for equipment replacement.  
Unrestricted net position in the Water, Wastewater and Stormwater Utilities at the end of the year 
amounted to $1,410,692.   
 
The financial statements and a statement of cash flows for the enterprise funds can be found on pages 
32-33 of this report. 
 
Capital Asset and Debt Administration 
 
Capital Assets 
 
The City of Milton’s investment in capital assets for its governmental and business type activities as of 
December 31, 2012, amounts to $45,863,288 net of accumulated depreciation.  This investment in 
capital assets includes land, buildings, infrastructure, improvements other than buildings, machinery 
and equipment and construction in progress.  The total increase in the City of Milton’s investment in 
capital assets for the current fiscal period was approximately $723,840 net of depreciation. 
 

Governmental Activities
Beginning 
Balance Additions Deletions Transfers

Ending 
Balance

Capital Assets Not Being 
Depreciated:
    Land and Improvements $ 863,365          $ -                $ -               $ -                 $ 863,365         
   Construction in process 2,035,773       163,254         -               (1,986,061)     212,966         
       Total Capital Assets not
          being Depreciated $ 2,899,138       $ 163,254         $ -               $ (1,986,061)     $ 1,076,331      

Other Capital Assets:
   Buildings and improvements 2,929,400       1,222,396      (581)             1,973,952      6,125,167      
   Infrastructure 23,557,589     57,386           -               12,109           23,627,084    
   Improvements other than Bldg 363,750          19,061           -               -                 382,811         
   Machinery and Equipment 5,952,790       153,294         -               -                 6,106,084      
     Total Capital Assets being
       Depreciated $ 32,803,529     $ 1,452,137      $ (581)             $ 1,986,061      $ 36,241,146    

Accumulated Depreciation (9,104,964)      (690,360)       581              -                 $ (9,794,743)     

  Net Capital Assets-
    Governmental Activities $ 26,597,703     $ 925,031         $ -               $ -                 $ 27,522,734    

City of Milton's Capital Assets
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Business Type Activities
Beginning 
Balance Additions Deletions Transfers

Ending 
Balance

Capital Assets Not Being 
Depreciated:
    Land and Improvements $ 91,202            $ -                 $ -                 $ -                 $ 91,202           
   Construction in process 143,059          -                 -                 -                 143,059         
       Total Capital Assets not
          being Depreciated $ 234,261          $ -                 $ -                 $ -                 $ 234,261         

Other Capital Assets:
   Buildings and improvements 6,472,352       84,199           -                 -                 6,556,551      
   Improvements other than Bldg 13,227,964     91,962           (3,250)            -                 13,316,676    
   Machinery and Equipment 4,090,943       216,333         -                 -                 4,307,276      
     Total Capital Assets being
       Depreciated $ 23,791,259     $ 392,494         $ (3,250)            $ -                 $ 24,180,503    

Accumulated Depreciation (5,483,775)      (593,685)        3,250             $ -                 $ (6,074,210)     

  Net Capital Assets-
    Business Type Activities $ 18,541,745     $ (201,191)        $ -                 $ -                 $ 18,340,554    

City of Milton Capital Assets

 
Major additions to infrastructure included the completion of the new Department of Public Works 
Building/Garage, the resurface of Neumann Court and Parkview Drive as well as various park 
improvements.  Equipment purchases included several vehicles for various City departments.  
Additional information of the City of Milton’s capital assets can be found in Note 4 on pages 44-45. 
 
Long-term debt 
 
General obligation debt is secured by the full faith and credit and unlimited taxing powers of the City.  
General obligation debt is expected to be repaid with general property taxes, special assessments and 
TIF increments.  General obligation debt is used to fund infrastructure projects within the City (streets, 
sidewalks, curb & gutter, etc), finance equipment replacement, or fund other capital projects.  At the 
end of the current fiscal year, the City of Milton had total general obligation bonded debt outstanding of 
$12,780,000 entirely backed by the full faith and credit of the government.   
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Summary of Long -Term Obligations

1/1/2012 Increases Decreases Adjustment 12/31/2012

Bonds Payable $ 12,410,000    $                -   $ 660,000        $        (320,000) $ 11,430,000   
Notes Paybale 1,485,000                     -   135,000                          -   1,350,000     
  General Obligation Debt 13,895,000    -             795,000        (320,000)       12,780,000   

CDA Lease Revenue 
Bonds $ 2,245,000       $                -    $ 70,000           $                   -    $ 2,175,000     
Post-retirement health 
benefits 263,925         70,906       41,511                            -   293,320        
Vested compensated 
absences 360,903         310,008     360,903        -                310,008        

     Total Governmental    
Activities Long-Term 
Liabilites $ 16,764,828    $ 380,914     $ 1,267,414     $ (320,000)       $ 15,558,328   

Governmental Activities

 
State statutes limit the amount of general obligation debt a governmental entity may issue to 5 percent 
of its total equalized valuation.  The current debt limitation for the City of Milton is $17,298,985, which 
exceeds the current outstanding general obligation debt by $4,198,985.  As of December 31, 2012, the 
City of Milton’s outstanding debt equaled 76 percent of the state authorized debt limit. 
 
Additional information of the City of Milton’s outstanding debt can be found in note 5 on pages 46-49.  
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Milton’s finances for all 
those with an interest in the government’s finances.  Question concerning any of the information 
provided in this report or requests for additional financial information should be addressed to the Office 
of the City Treasurer, 430 E. High St., Milton, WI  53563. 
 
General information relating to the City of Milton can be found at the City’s website, http://www.ci.milton.wi.us 
 

http://www.ci.milton.wi.us/�
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