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City Council
City of Fond du Lac
Fond du Lac, Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of City of Fond du Lac, Wisconsin (the City) as of and for the 
year ended December 31, 2022, and have issued our report thereon dated July 27, 2023. We have previously 
communicated to you information about our responsibilities under auditing standards generally accepted in the 
United States of America, Government Auditing Standards, and Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance) and the State Single Audit Guidelines, as well as certain information related to the planned scope and 
timing of our audit in our engagement letter dated January 12, 2023. Professional standards also require that we 
communicate to you the following information related to our audit.

Significant audit findings or issues

Qualitative aspects of accounting practices

Accounting policies

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the City are described in Note 1 to the financial statements. 

As described in Note 1.F., the entity changed accounting policies related to leases by adopting Statement of 
Governmental Accounting Standards Board (GASB Statement) No. 87, Leases, effective January 1, 2022. 
Accordingly, the accounting change has been applied to the beginning of the period of adoption.

We noted no transactions entered into by the entity during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper 
period. 

Accounting estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events. 
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected. The 
most sensitive estimates affecting the financial statements were:

 Management’s estimate of the other postemployment benefits is based on an actuarial report. We
evaluated the key factors and assumptions used to develop the other postemployment benefits in
determining that it is reasonable in relation to the financial statements taken as a whole.

 Management’s estimate of the depreciable life of the capital assets is based upon analysis of the
expected useful life of the capital assets. We evaluated the key factors and assumptions and the
consistency in these factors and assumptions used to develop the depreciable life in determining that it is
reasonable in relation to the financial statements taken as a whole.
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 Management’s estimate of the fair value of the investments is based on ending market values as of
December 31, 2022, as reported by the investment managers. We evaluated the key factors and
assumptions used in valuing the investments in determining that they are reasonable in relation to the
financial statements taken as a whole.

 Management’s estimate of the incurred, but not reported (IBNR) insurance reserves are based on
actuarial projections of the expected cost of the ultimate settlement and administration of claims. We
evaluated the key factors and assumptions used to develop the reserves in determining that is
reasonable in relation to the financial statements taken as a whole.

 Management’s estimate of the net pension liability (asset) and related deferred outflows/inflows of
resources is based on information received from the Wisconsin Retirement System. We evaluated the key
factors and assumptions used to develop the net pension liability (asset) and related deferred
outflows/inflows of resources in determining that they are reasonable in relation to the financial
statements taken as a whole.

 Management estimated an allowance for uncollectible accounts receivable outstanding. These estimates
are based upon management’s knowledge of, and past experience with the outstanding balances. We
evaluated the key factors and assumptions used to develop this estimate in determining that it is
reasonable in relation to the financial statements taken as a whole.

 Management’s estimate of compensated absences is based upon analysis of the employees’ vacation
and comp time balances. We evaluated the key factors and assumptions and the consistency in these
factors and assumptions used to develop the estimate in determining that it is reasonable in relation to
the financial statements taken as a whole.

Financial statement disclosures

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. There were no particularly sensitive financial statement disclosures.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties encountered in performing the audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

Uncorrected misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other than those 
that are clearly trivial, and communicate them to the appropriate level of management. Management has 
corrected all such misstatements.

Corrected misstatements

The following material misstatements detected as a result of audit procedures were corrected by management:

 Recorded a prior period adjustment to reduce assets, increase deferred inflows, and decrease fund
balance in the nonmajor governmental funds.

 Recorded an adjustment to adjust assets, deferred inflows of resources and revenues related to current
year grant transactions.

Disagreements with management

For purposes of this communication, a disagreement with management is a disagreement on a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to 
the financial statements or the auditors’ report. No such disagreements arose during our audit. 
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Circumstances that affect the form and content of the auditors’ report
As previously communicated to you, the report was modified to include an emphasis of matter paragraph to 
highlight the change in accounting principle related to the adoption of the new accounting guidance for leases and 
the prior period adjustment as follows:

Change in Accounting Principle
As discussed in Note 1.F. to the financial statements, effective January 1, 2022, the City adopted new 
accounting guidance for leases. The guidance requires lessees to recognize a right-to-use lease asset 
and corresponding lease liability for all leases with lease terms greater than twelve months. Our opinions 
are not modified with respect to this matter.

Prior Period Adjustment
As described in Note 19, the City recorded a prior period adjustment in the nonmajor governmental funds
to decrease assets $170,485, increase deferred inflows of resources $827,690 and to decrease fund 
balance in the amount of $998,175. In addition, the prior period adjustment effected the governmental
activities and resulted in a decrease in assets and net position in the amount of $170,486.

Management representations

We have requested certain representations from management that are included in the attached management 
representation letter dated July 27, 2023.

Management consultations with other independent accountants

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an 
accounting principle to the entity’s financial statements or a determination of the type of auditors’ opinion that may 
be expressed on those statements, our professional standards require the consulting accountant to check with us 
to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations 
with other accountants.

Significant issues discussed with management prior to engagement

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to engagement as the entity’s auditors. However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
engagement.

Other audit findings or issues
The following describes findings or issues arising during the audit that are, in our professional judgement, 
significant and relevant to your oversight of the financial reporting process.

During the audit we identified cutoff of nonexchange revenues as a significant risk of material misstatement that
has not previously been communicated to you.

Required supplementary information

With respect to the required supplementary information (RSI) accompanying the financial statements, we made 
certain inquiries of management about the methods of preparing the RSI, including whether the RSI has been 
measured and presented in accordance with prescribed guidelines, whether the methods of measurement and 
preparation have been changed from the prior period and the reasons for any such changes, and whether there 
were any significant assumptions or interpretations underlying the measurement or presentation of the RSI. We 
compared the RSI for consistency with management’s responses to the foregoing inquiries, the basic financial 
statements, and other knowledge obtained during the audit of the basic financial statements. Because these 
limited procedures do not provide sufficient evidence, we did not express an opinion or provide any assurance on 
the RSI.
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Supplementary information in relation to the financial statements as a whole

With respect to the schedule of expenditures of federal awards (SEFA) and schedule of expenditures of state 
awards (SESA) accompanying the financial statements, on which we were engaged to report in relation to the 
financial statements as a whole, we made certain inquiries of management and evaluated the form, content, and 
methods of preparing the SEFA and SESA to determine that the SEFA and SESA complies with the requirements 
of the Uniform Guidance and State Single Audit Guidelines, the method of preparing it has not changed from the 
prior period or the reasons for such changes, and the SEFA and SESA is appropriate and complete in relation to 
our audit of the financial statements. We compared and reconciled the SEFA and SESA to the underlying 
accounting records used to prepare the financial statements or to the financial statements themselves. We have 
issued our report thereon dated July 27, 2023.

With respect to the supplementary information accompanying the financial statements, on which we were 
engaged to report in relation to the financial statements as a whole, we made certain inquiries of management 
and evaluated the form, content, and methods of preparing the information to determine that the information 
complies with accounting principles generally accepted in the United States of America, the method of preparing it 
has not changed from the prior period or the reasons for such changes, and the information is appropriate and 
complete in relation to our audit of the financial statements. We compared and reconciled the supplementary 
information to the underlying accounting records used to prepare the financial statements or to the financial 
statements themselves. We have issued our report thereon dated July 27, 2023.

Other information included in annual reports

Other information (financial or nonfinancial information other than the financial statements and our auditors’ report 
thereon) is being included in your annual report and is comprised of the introductory and statistical sections. Our 
responsibility for other information included in your annual report does not extend beyond the financial information 
identified in our opinion on the financial statements. We have no responsibility for determining whether such other 
information is properly stated and do not have an obligation to perform any procedures to corroborate other 
information contained in your annual report. We are required by professional standards to read the other 
information included in your annual report and consider whether a material inconsistency exists between the other 
information and the financial statements because the credibility of the financial statements and our auditors’ report 
thereon may be undermined by material inconsistencies between the audited financial statements and other 
information. If, based on the work performed, we conclude that an uncorrected material misstatement of the other 
information exists, we are required to describe it in our report. Our auditors’ report on the financial statements 
includes a separate section, “Other Information,” which states we do not express an opinion or any form of 
assurance on the other information included in the annual report. We did not identify any material inconsistencies 
between the other information and the audited financial statements.

* * *

This communication is intended solely for the information and use of the City Council and management of the City 
of Fond du Lac and is not intended to be, and should not be, used by anyone other than these specified parties.

CliftonLarsonAllen LLP

Sheboygan, Wisconsin
July 27, 2023
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Summary Financial Information

GOVERNMENTAL FUND BALANCES

Presented below is a summary of the City’s governmental fund balances on December 31, 2022 and 2021. This 
information is provided for assessing financial results for 2022 and for indicating financial resources available at the 
start of the 2023 budget year.

12/31/22 12/31/21
General Fund

Nonspendable for
Prepaid items 719,001$             913,767$             

Committed for
Public site fee 110,600 48,000

Assigned
Subsequent years budget 2,919,895            1,561,055            

Unassigned 5,231,282            5,750,198            
Total General Fund Balance 8,980,778            8,273,020            

Debt Service Fund
Restricted for debt service 614,987 10,468,343          

Special Revenue Funds
Nonspendable for

Solid waste and recycling 37,338 22,581
Restricted for

Community development projects and loans 2,717,519            2,668,600            
TIF Districts 3,838,704            2,448,697            

Committed for
Library 483,670 407,226
City grant programs - 516
Harbor and boating facilities 711,359 616,130
Community projects 317,901 289,342
Transit - 435,982
Haz Mat agreement 192,626 217,966
Fuel pump maintenance 99,061 84,143
Special events 286,217 246,528
Property insurance deductible 25,822 50,005
Residential development improvement program 78,375 70,801
Public Safety Training Center - 2,446
Affordable Housing 96,124 37,081
Highway 45 transfer 955,909 155,909

Unassigned
ARPA (538,802) -
City grant programs (2,217) -

Transit (366,258) -

Solid waste and recycling (242,188) (64,659)
Public Safety Training Center (4) -

Total Special Revenue Funds 8,691,156            7,689,294            

Capital Projects Funds
Restricted for

General capital projects 3,435,073            1,427,260            
Streets 7,154,170            1,304,280            
Parks 385,311 277,002
Special assessments 129,972 108,333

Committed for
General capital projects 3,340,149            3,204,740            
Storm sewers 6,833,947            1,090,266            
Parks 499,089 719,458
Harbor improvements 110,822 146,622

Unassigned
Streets (7,052,124)           (228,490)

Total Capital Projects Funds 14,836,409          8,049,471            

Total Governmental Fund Balances 33,123,330$        34,480,128$        
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Overall, the City’s general fund balance increased by $707,758 during 2022.

The following is a fund balance analysis of the General Fund for the fiscal years of 2018 - 2022. This information is 
presented to assist the City’s management in assessing fund balance levels at the end of the fiscal year 2022 and the
trend over the past five years.

2018 2019 2020 2021 2022

Unassigned 6,792,648 6,940,067 6,546,363 5,750,198 5,231,282

Assigned 243,028 480,431 1,283,018 1,561,055 2,919,895

Committed - 56,400 7,600 48,000 110,600

Nonspendable 784,385 815,164 703,254 913,767 719,001
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GENERAL OBLIGATION DEBT

Presented below is a comparison of the City’s general obligation debt compared to the statutory debt limit for the City.
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WATER UTILITY

A comparative summary of the Water Utility’s change in net position for the years ended December 31, 2022 and 2021
appears below:

2022 2021

Operating revenues
Charges for services 13,271,437$   12,402,650$   
Other 324,364          324,445          
Total operating revenues 13,595,801     12,727,095     

Operating expenses
Operation and maintenance 4,917,290       4,028,385       
Depreciation 3,122,489       3,084,143       
Total operating expenses 8,039,779       7,112,528       

Operating income 5,556,022       5,614,567       

Nonoperating revenues (expenses)
Investment return 40,033            21,561            
Intergovernmental Grants 286,493           14,800            
Gain on disposal of capital assets 27,079 13,658            
Interest expense (615,797)         (1,076,878)      
Total nonoperating revenues (expenses) (262,192)         (1,026,859)      

Income before transfers 5,293,830       4,587,708       

Transfers out (2,232,865)      (1,829,153)      

Change in net position 3,060,965$     2,758,555$     

The water utility generated an operating income of $5,556,022 for 2022 compared to an operating income of $5,614,567
for 2021.
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Rate of Return Calculation

The following is the calculation of the rates of return of the water utility based on the format used by the Public Service 
Commission.

2018 2019 2020 2021 2022

Rate of Return 5.77% 5.76% 5.07% 4.96% 5.94%

Authorized Rate of
Return

5.25% 5.25% 5.25% 5.25% 5.25%

4.40%

4.60%

4.80%

5.00%

5.20%

5.40%

5.60%

5.80%

6.00%

6.20%

WASTEWATER UTILITY

A comparative summary of the Wastewater Utility’s change in net position for the years ended December 31, 2022 and 
2021 appears below:

2022 2021

Operating revenues
Charges for services 12,514,920$   11,989,453$   

Operating expenses
Operation and maintenance 6,335,617       6,185,215       
Depreciation 3,105,715       3,106,948       
Total operating expenses 9,441,332       9,292,163       

Operating income 3,073,588       2,697,290       

Nonoperating revenues (expenses)

Investment return 186,320          117,415          
Interest expense (363,264)         (441,290)         
Gain on disposal of capital assets 12,925            -
Total nonoperating revenues (expenses) (164,019)         (323,875)         

Change in net position 2,909,569$     2,373,415$     

The wastewater utility generated an operating income of $3,073,588 for 2022 compared to an operating income of 
$2,697,290 for 2021. The increase was mainly due to an increase in charges for services.
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