













































































CITY OF MEQUON, WISCONSIN
MANAGEMENT’S DISCUSSION AND ANALYSIS

(Unaudited)
This discussion and analysis of the City of Mequon’s financial performance is intended to
provide an overview of the City’s financial activities for the fiscal year ended December 31,

2010. Please consider it in conjunction with the City’s financial statements, which begin on
page 22, following this narrative.

FINANCIAL HIGHLIGHTS

v' With total assets of $119.0 million and total liabilities of $73.0 million, the total net
assets of the City of Mequon stood at approximately $46.0 million at the close of the
2010 fiscal year, an increase of 1.3% over the previous year.

v As of December 31, 2010, the City of Mequon’s governmental funds reported
combined ending fund balances of $9.8 million, a decrease of 31% compared to the
prior year. Most of this decrease was due to the expenditure of capital reserves for
local road construction and other capital acquisitions. $8.3 million or 85% percent of
the total fund balances are available for spending at the government’s discretion
(unreserved fund balance).

v At the close of the fiscal year the City of Mequon’s unreserved, undesignated general
fund balance totaled approximately $1.7 million, an increase of 30.3% from the
previous fiscal year. This represents 10.3% of the $16.3 million adopted 2011
general fund and debt service budgets.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City of Mequon’s basic financial statements are comprised of three components: 1)
government-wide 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.

Government-Wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances in a manner similar to
private-sector business entities.

The Statement of Net Assets presents information on all of the City of Mequon's assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.

The Statement of Activities presents information showing how the City's net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flows in future fiscal periods (e.g., uncollected taxes, earned but unused vacation).
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Proprietary Funds. Proprietary funds are used to report the same functions presented as
business-type activities in the government-wide financial statements. Proprietary funds
provide the same type of information as the government-wide financial statements, only in
more detail. The City's proprietary fund financial statements present information for the Sewer
Utility and Water Utility. The Sewer and Water Utilities are considered to be major proprietary
funds of the City of Mequon.

The proprietary fund financial statements can be found beginning on page 31 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 Mequon's own programs. The accounting for fiduciary funds is similar to that used for
governmental funds. The City of Mequon uses fiduciary funds to account for taxes collected for
the benefit of overlapping tax jurisdictions.

The fiduciary fund financial statements can be found beginning on page 36 of this report.

Notes to the Financial Statements. The notes to the financial statements provide additional
detail 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 beginning on page 38 of this report.

Supplementary Information. Following the basic government-wide and fund financial
statements and accompanying notes additional supplementary information has been provided
as part of this report. The supplementary information includes combining statements for the
non-major governmental funds.

The supplementary information section of the report begins on page 73.
Government-wide Financial Analysis

The City of Mequon’s statement of net assets is summarized in the table on the following page.
The City’s assets exceeded liabilities by approximately $46.0 million at the close of 2010. The
maijority of total assets (67%) reflect the City’s investment in capital assets including land, land
improvements, buildings, machinery and equipment, infrastructure, and construction in
progress. These capital assets are used to provide services to citizens and are not available for
future spending. Although the City’s investment in capital assets is reported net of related debt,
it should be noted that the resources needed to repay debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.
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