December 11, 2015

A SPECIAL JOINT MEETING of the Common Council and the Community
Development Authority of the City of Cudahy is scheduled for Tuesday,

December 15, 2015 at 7:30 P.M at the City of Cudahy Municipal Building at 5050
S. Lake Drive, Cudahy, WI 53110.

1. Call To Order

New Business
1. Presentation of City of Cudahy Tax Increment District No. 1 financial audit
from the creation through December 31, 2014 as prepared by Baker Tilly.

Adjourn

Your presence is requested.

John Hohenfeldt, Mayor

cc All Elected Officials,
CDA Members, Department Managers,
City Attorney, Press, and Posting

PUBLIC NOTICE
Upon reasonable notice, a good faith effort will be made to accommodate the needs of individuals to
participate in public meetings, who have a qualifying disability under the Americans with Disabilities Act.

Request should be made as far in advance as possible, preferably a minimum of 48 hours. For additional
information or to request this service, contact the Cudahy City Clerk at 769-2204. (FAX 769-2257). This
meeting room is wheelchair accessible from the West entrance of South Lake Drive.



CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

Cudahy, Wisconsin
FINANCIAL STATEMENTS
Including Independent Auditors’ Report

As of December 31, 2014 and From the
Date of Creation Through December 31, 2014



CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

TABLE OF CONTENTS

As of December 31, 2014 and From the Date of Creation Through December 31, 2014

Independent Auditors' Report

Tax Incremental District No. 1 — Combined Balance Sheet

Tax Incremental District No. 1 — Histarical Summary of

Project Costs, Project Revenues and Net Cost to be Recovered

Through Tax Increments

Tax Incremental District No. 1 — Historical Summary of
Sources, Uses, and Status of Funds

Notes to Financial Statements
Supplemental Information:

Tax Incremental District No. 1 — Detailed
Schedule of Sources, Uses, and Status of Funds

Tax Incremental District No. 1 — Detailed
Schedule of Capital Expenditures

Tax Incremental District No. 1 — Combining Balance Sheet
Special Revenue Funds

6-12

13-15

16

17



BAKER TILLY

Baker Tilly Yirchow Krause, LLP
777 E Wisconsin Ave, 32nd Floor
Milwaukee, W153202-5313
tel 414777 5500
fax 414777 5555
bakertilly.com

INDEPENDENT AUDITORS' REPORT

To the Mayor and Common Council
City of Cudahy
Cudahy, Wisconsin

Report on the Financial Statements

We have audited the accompanying Combined Balance Sheet, Historical Summary of Project Costs, Project
Revenues, and Net Cost to be Recovered Through Tax Increments and Historical Summary of Sources, Uses,
and Status of funds of the City of Cudahy's Tax Incremental District No. 1 as of December 31, 2014 and from
the date of creation through December 31, 2014, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the City of Cudahy's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances but not for the purpose of expressing an opinion on the effectiveness of the City of Cudahy's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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To the Mayor and Common Council
City of Cudahy

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of City of Cudahy's Tax Incremental District No. 1 and the net project costs to be recovered through tax
increments as of December 31, 2014 and the sources, uses, and status of funds from the date of creation
through December 31, 2014, in accordance with accounting principles generally accepted in the United States
of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the transactions of City of Cudahy's Tax
Incremental District No.1 and do not purport to, and do not, present fairly the financial position of the City of
Cudahy, Wisconsin, as of December 31, 2014, and the changes in financial position, or, where applicable, cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States
of America. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

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 financial statements. Such
missing information, although not a part of the financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the financial
statements in an appropriate operational, economic, or historical context. Our opinion on the financial
statements is not affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the City of Cudahy's Tax Incremental District No. 1's financial statements. The Detailed Schedule of
Sources, Uses and Status of Funds, the Detailed Schedule of Capital Expenditures, and the Combining
Balance Sheet - Special Revenue Funds as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the financia! statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records used
to prepare the financial statements. The information has been subjected to the auditing pracedures applied in
the audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the Detailed Schedule of
Sources, Uses and Status of Funds, the Detailed Schedule of Capital Expenditures, and the Combining
Balance Sheet - Special Revenue Funds are fairly stated in all material respects, in relation to the financial
statements as a whole. '

BateTilly Vixehiw Eravce, (1 p

Milwaukee, Wisconsin
December 2, 2015
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CITY OF CUDAHY

TAX INCREMENTAL DISTRICT NO. 1

COMBINED BALANCE SHEET
As of December 31, 2014

ASSETS
Cash and investments
Taxes receivable
Special assessments receivable
Other receivable
Loans receivable

TOTAL ASSETS

LIABILITIES
Accounts payable and accrued liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Unearned revenues
Unavailable revenues

Total Deferred Inflows of Resources

FUND BALANCES
Restricted
Committed
Total Fund Balances

TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES,
AND FUND BALANCES

Special Debt Capital
Revenue Service Projects
Fund Fund Fund Totals
$ 8,877,120 § 5097599 $ 1,862,903 § 15,837,622
5,036,132 - 7,953 5,044,085
19,241 - 18,640 37,881
14,040 - - 14,040
- 797,424 797,424
$ 13,946533 & 5097599 $ 2685920 $ 21,731,052
3 38,245 § - 8 3440 8 41,685
38,245 - 3,440 41,685
5,036,132 - 5,036,132
19,241 - 26,593 45,834
5,055,373 - 26,593 5,081,965
7,453,743 5,097,599 2,656,887 15,208,229
1,399,172 - - 1,399,172
8,852,915 5,097,599 2,656,887 16,607,401
$ 13946533 § 5097599 $ 2686920 $ 21,731,052

See accompanying notes 1o financial statements.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

HISTORICAL SUMMARY OF PROJECT COSTS, PROJECT REVENUES
AND NET COST TO BE RECOVERED THROUGH TAX INCREMENTS
From Date of Creation Through December 31, 2014

PROJECT COSTS
Capital expenditures $ 69,563,791
Administration and organization 3,426,921
Debt discount and issuance costs 1,249,215
Interest and fiscal charges 30,866,140
Total Project Costs 105,106,067

PROJECT REVENUES

Tax increments 71,384,255
Exempt computer aid 2,292,789
Reimbursement from TIF #4 651,078
Transfer from other funds 101,671
Investment income 5,781,230
Public improvement revenues 4,021,168
Sale of property 27,100
Reimbursement from developers 703,754
Intergovernmental revenues 804,244
Miscellanecus revenues 221,586

Total Project Revenues 85,988,875

NET COSTS TO BE RECOVERED THROUGH

TAX INCREMENTS - DECEMBER 31, 2014 $ 19,117,192
Reconciliation of Recoverable Costs
G.0. debt $ 19,364,091
Redevlopment Lease Revenue dabt 15,707,460
Tax Increment Project Revenue Bonds 653,042
l.ess: Fund balance (16,607,401)
NET COSTS TO BE RECOVERED THROUGH
TAX INCREMENTS - DECEMBER 31, 2014 $ 19,117,192

See accompanying notes to financial statements.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

HISTORICAL SUMMARY OF SOURCES, USES, AND STATUS OF FUNDS

From Date of Creation Through December 31, 2014

SOURCES OF FUNDS
Tax increments
Exempt computer aid
Reimbursement from TIF #4
Transfer from other funds
Investment income
Fublic improvement revenues
Sale of property
Reimbursement from developers
Intergovernmental revenues
Miscellaneous revenues
Long-term debt issued

Total Sources of Funds

USES OF FUNDS
Capital expenditures
Administration and organization
Debt discount and issuance costs
Interest and fiscal charges
Principal on long-term debt

Total Uses of Funds

FUND BALANCE - DECEMBER 31, 2014

See accompanying notes to financial statements.

$71,384,255
2,292,789
651,078
101,671
5,781,230
4,021,168
27,100
703,754
804,244
221,586

114,868,891
200,857,766

69,563,791
3,426,921
1,249,215

30,866,140

79,144,298
184,250,365

$ 16,607,401
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Cudahy's Tax Incremental District No. 1 (the "district") conform to
accounting principles as applicable to governmental units and as defined by Wisconsin Statutes Section
66.1105.

The City of Cudahy has implemented accounting principles generally accepted in the United States of
America to the extent they apply in determining the scope of the activity of Tax Incremental District No. 1.
The accompanying financial statements reflect all the significant operations of the City of Cudahy's Tax
Incremental District No. 1. The accompanying financial statements do not include the full presentation of
the City of Cudahy.

A. DESCRIPTION OF FUND STRUCTURE AND LONG-TERM DEBT

This report contains the financial information of the City of Cudahy's Tax Incremental District No. 1. The
summary statements were prepared from data recorded in the following funds and the city’s long-term
debt:

Special Revenue Fund
Debt Service Fund
Capital Projects Fund

Detailed descriptions of the purpose of these funds and long-term debt can be found in the Gity of
Cudahy's basic/general purpose financial statements.

The data was consolidated for purposes of this report. Therefore, the amounts shown in the
accompanying statements will not directly correlate with amounts shown in the basic/general purpose
financial statements.

The district was created under the provisions of Wisconsin Statute Section 66.1105. The purpose of that
section is to allow a municipality to recover development and improvement costs in a designated area
from the property taxes generated on the increased value of the property after the creation date of the
district. The tax on the increased value is called a tax increment.

The statutes allow the district to collect tax increments until the net project cost has been fully recovered,
or until 27 years after the creation date, whichever occurs first. Project costs uncollected at the dissolution
date are absorbed by the City of Cudahy. Project costs may be incurred up to five years before the
unextended termination date of the district.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 1~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)

A. DESCRIPTION OF FUND STRUCTURE AND LONG-TERM DEBT (cont.)

Original Project Plan
Creation Last Date to Incur Last Year to
Date Project Costs Collect Increment
TID No. 1 April 20, 1994 April 20, 2016 2021
Plan Amendments
Amendment Adoption
; Number Date
TID No. 1 #1 February 14, 2000
#2 July 31, 2002
#3 May 12, 2009
#4 April 12, 2010

The statutory required 30% audit of the district was completed as of December 31, 2009 and from the
date of creation through December 31, 2009.

B. Basis OF ACCOUNTING

The modified accrual basis of accounting was followed in the preparation of these statements. Under the
modified accrual basis of accounting, revenues are recorded when susceptible to accrual, i.e., bath
measurable and available. Available means collectible within the current period or soon enough thereafter
to be used to pay liabilities of the current period. Project costs, other than interest on long-term debt, are
recorded when the related fund liability is incurred.

District increments are recorded as revenues in the year due. Intergovernmental aids and grants are
recognized as revenues in the period the related expenditures are incurred, if applicable, or when the
district is entitled to the aids. '

Special assessments are recorded as revenues when collected. Annual installments due in future years
are accounted for as receivables and unavailable revenues. $37,881 of outstanding special assessments
are receivables as of the date of this report.

Other general revenues are recognized when received in cash or when measurable and available under
the criteria described above.

C. Useor EsTiMATES

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 and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 1 -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)

D. MEASUREMENT Focus

The measurement focus of all governmental funds is the funds flow concept. Under the funds flow
concept, sources and uses of financial resources, including capital outlays, debt proceeds and debt
retirements are reflected in operations. Resources not available to finance expenditures and
commitments of the current period are recognized as unavailable or unearned revenue or as
nonspendable fund equity. Liabilities for claims, judgments, compensated absences and pension
contributions which will not be currently liquidated using expendable available financial resources are
shown in the long-term debt footnote disclosure. The related expenditures are recognized when the
liabilities are liquidated.

E. PRoJeEcT PLAN BUDGET

The estimated revenues and expenditures of the district are adopted in the project plan. Those estimates
are for the entire life of the district, and may not be comparable to interim results presented in this report.
Also, the project plan is considered a financial framework to manage the project and as such does not
represent a budget or an appropriation of funds. The project plan includes a provision that identifies that
the costs included in the plan are preliminary estimates and are subject to change. The City of Cudahy
also reserves the right to increase certain project costs to the extent other costs are reduced or not
implemented without amending the project plan. However, for increases in excess of twenty-five percent
aver the cost of inflation of total project costs, the City would pursue an amendment to the project plan in
accordance with Wisconsin Statutes Section 66.1105(4)(h) which would include review by the Joint
Review Board.

F. LoNG-TERM DEBT

Short-term liabilities are recorded as fund liabilities. All other long-term liabilities are shown in the long-
term debt footnote disclosure.

Proceeds of long-term debt issues not recorded as fund liabilities are reflected as "Sources of Funds" in
the operating statement of the recipient fund. Retirement of these issues is reported as an expenditure in
the year in which the debt matures or is repaid, whichever is earlier.

G. CLAIMS AND JUDGMENTS
Claims and judgments are recorded as liabilities if all the conditions of Governmental Accounting
Standards Board pronouncements are met. The liability and expenditure for claims and judgments is only

reported in governmental funds if it has matured. Claims and judgments are disclosed in the long-term
debt footnote when the related liabilities are incurred.

Page 8



CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 2 — CASH AND TEMPORARY INVESTMENTS

The district invests its funds in accordance with the provisions of the Wisconsin Statutes 66.0603(1m) and
67.11(2).

Investments are stated at fair value, which is the amount at which an investment could be exchanged in a
current transaction between willing parties. Fair values are based on quoted market prices. 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.

The district, as a fund of the City of Cudahy, maintains separate and common cash and investment
accounts at the same financial institutions utilized by the City of Cudahy. Federal depository insurance
and the State of Wisconsin Guarantee fund insurance apply to the City of Cudahy as an individual
municipality and, accordingly, the amount of insured funds is not determinable for the district.

NOTE 3 — LoNG TERM DEBT

A. GENERAL OBLIGATION AND MORTGAGE REVENUE BOND DEBT

All general obligation notes and bonds payable are backed by the full faith and credit of the City of
Cudahy. Revenue bond debt is secured by the revenues derived from the operation of the Community
Development Authority (CDA) pursuant to a lease agreement between the City and the CDA. Notes and
bonds borrowed to finance the district's expenditures will be retired by tax increments accumulated by the
district. If those revenues are not sufficient, payments will be made by future tax levies or lease revenues,
as applicable.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 3 — LoNG TeErRm DEBT (cont.)

A. GENERAL OBLIGATION AND MORTGAGE REVENUE BoND DEBT (cont.)

Original
Date of Due Interest Indebted- Repaid/ Balance
Title of Issue Issue Date Rates ness Refunded 12-31-14
General obligation notes 6/1/94 6/1/09 50-5.5 $ 1,743,452 $ 1,743,452 § -
7/1/95 6/1/05 43-495 1,475,000 1,475,000 =
General obligation bonds  8/9/97 9/1/15 3.9-5.125 2,432,462 2,432,462
11/6/01 11/1/21 4.0-4.75 7,999,242 7,999,242 -
3/1/04 3/1/22 3.0-4.35 4,065,000 4,065,000 .
6/1/06 6/1/22 4.0~4.1 2,385,000 2,385,000 -
3/7/07 31721 3.875-4.0 4,595,500 530,250 4,065,250
4/2/08 4/1/21 3.0-4.0 950,300 257,795 692,505
12/8/09 10/1/21 1.0-5.25 4,145,000 4,145,000 -
12/8/09 10/1/21 2.0-52 3,950,000 875,000 3,075,000
General obligation
refunding bonds 3/1/04 6/1/15 3.0-3.55 2,174,414 2,174,414 -
9/9/10 11/1/19 20-2.25 4,140,000 1,655,000 2,485,000
10/13/11 3/1/22 2.0-4.0 2,875,000 390,000 2,485,000
4M12/12 6/1/22 20-25 2,365,000 298,664 2,066,336
4/12/12 a1/22 0.5-3.125 1,825,000 340,000 1,485,000
5/23/13 10/1/21 2.0-3.25 3,450,000 440,000 3,010,000
Redevelopment lease
revenue bonds 7/1/95 6/1/11 4.5-6.0 2,561,485 2,561,485
8/18/99 6/1/19 3.9-5.125 9,925,000 9,925,000 -
12/13/00 6/1/19 435-5.35 7,475,000 7,475,000 -
12/30/02 6/1/22 25-4.8 4,865,000 4,865,000 -
11/25/03 6/1/22 2.0~-46 4,995,000 4,995,000 -
01/13/05 6/1/11 2.0-3.25 2,700,000 2,700,000 -
10/25/05 6/1/19 2.9-42 6,770,000 6,770,000 .
6/28/06 6/1/19 3.5-4.35 6,415,000 750,000 5,665,000
3/1/09 6/1/14 1.25-3.0 2,350,000 2,350,000 -
10/13/11 6/1/22 0.75-3.25 3,200,000 575,000 2,625,000
3/14/12 6/1/22 0.6-26 3,580,000 280,000 3,300,000
3/7M13 6/1/19 0.7-1.75 5,265,000 575,000 4,690,000
State Trust Fund Loan 3/19/03 3/15/22 5.0 3,667,000 3,667,000 -
Totals $114,338,855 $78,694,764 $35,644,091

The $9.925 million debt issue in 1999 includes $140,000 of proceeds related to Tax Increment District
No.4 for which District No. 1 received reimbursement of principal and interest costs in 2005.
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 3 ~ LoNG TERM DEBT (cont.)

A. GENERAL OBLIGATION AND MORTGAGE REVENUE BOND DEBT (cont.)

The $2.7 million debt issue in 2005 includes $432,540 of proceeds related to Tax Incremental District No.
4 which district No.1 received reimbursement of principal and interest in 2005.

Aggregate maturities of all long-term debt relating to the district are as follows:

Calendar
Year Principal Interest Totals
2015 $ 4,406,247 $ 1,096,778 $ 5,503,025
2016 4,706,551 978,753 5,685,304
2017 5,063,930 841,828 5,905,758
2018 5,510,879 685,374 6,196,253
2019 5,838,132 505,808 6,343,940
2020 — 2022 10,118,352 552,100 10,670,452
Totals $35644,091 $ 4660641 $40,304,732

$13.67 million is available in the special revenue and debt service funds to service the debt shown.
B. Tax Increment Project Revenue Bonds

The City has authorized the issuance of Tax Incremental Project Revenue Bonds for the purpose of
financing certain projects to eliminate blight and encourage development. The principal on the bonds is
solely payable from tax increments in Tax Increment District No. 1 after certain developments have met
established thresholds of equalized value to the City. In conjunction with the authorization of these debt
issues, the City entered into developer agreements for the sale of the debt issues to local businesses to
provide development incentives to assist developers in undertaking the projects. The bonds have no
established repayment terms. Any obligation for repayment will expire on the maturity date shown below.
The details related to the debt issues are:

TID Date of Finai Interest Qriginal Balance
No. Issue Maturity Rates Amount 12/31/14
1 08/26/02 11/1/2022  None $ 702,576 $603,263
1 11/27/02 11/1/2022  None 400,000 49,778
Total $1,102,576 $653,041
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2014 and From the Date of Creation Through December 31, 2014

NOTE 4 — LAND HELD FOR RESALE

In 2008, 2009, 2013, and 2014 the City purchased certain parcels of land within the district for costs of
$1,204,684, $2,062,250, $520,380, and $1,487,677, respectively. The cost of these properties has been
reported as project expenditures. These properties are included in the City's redevelopment plan. It is the
intent of management to sell these properties at market value and any land sales will be considered
district revenue.

NOTE 5 - MORTGAGE NOTE

In 2002 the City's Community Development Authority entered into a mortgage note for $797,424 with a
developer. The note does not bear interest and is due and payable on December 31, 2022. The note is
classified as a district asset and the related fund balance has been restricted for the noncurrent status of
balance outstanding.

NOTE 6 — FUND BALANCES

The district's fund balances at year-end consist of the following:

1. Special Revenue Fund — Tax increment funds restricted for future project cost and/or debt service
of $7,453,743 and special assessment funds committed for future debt service requirements of
$1,399,172.

2. Debt Service Fund — funds restricted for debt service of $5,097,599.

3. Capital Project Fund — borrowed funds restricted for future project cost and/or debt service of
$2,656,887.
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Tax Incremental Financing District
No. 1 ~ Detailed Schedule of Sources,
Uses, and Status of Funds Follows
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CITY OF CUDAHY
TAX INCREMENTAL DISTRICT NO. 1

DETAILED SCHEDULE OF CAPITAL EXPENDITURES
From Date of Creation Through December 31, 2014

Project
Plan
Actual Estimate
Capital Expenditures:
Street Improvements $ 16,236,018 $ 8,843,700
Water Mains 813,689 1,479,000
Street Lights 727,602 517,000
Storm Sewer 1,413,035 3,045,500
Sanitary Sewer 2,970,625 2,048,000
Development Incentives 5,083,978 5,345,380
Relocation Gosts, including utility relocations 153,252 1,300,000
Environmental Audits - 150,000
Environmental Remediation 334,218 4,210,000
Master Plan & Co. Mapping - 185,000
Land Acquisition 2,791,005 800,000
Redevelopment and Rehabilitation Expenses 5,578,394 5,130,000
South Pennsylvania Corridor Redevelopment ¢ 1,200,000
South Packard Avenue Redevelpment 37,052 3,350,000
Business Park 4,931,520 -
Downtown Redevelopment 20,036,041 60,000
Facade Improvements 464,674 560,000
Marketing 47,433 40,000
Parking Lot 1,293,531 “
Lake Port City Project including the Iceport 6,651,724 24,500,000
TOTAL CAPITAL EXPENDITURES $ 69,563,791 § 62,763,580
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CITY OF CUDAHY

TAX INCREMENTAL DISTRICT NO. 1

COMBINING BALANCE SHEET - SPECIAL REVENUE FUNDS

As of December 31, 2014

ASSETS
Cash and investments
Taxes receivable
Special assessments receivable
Other receivables

Total Assets

LIABILITIES
Accounts payable and accrued liabilities

Total Liabilities

DEFERRED INFLOWS OF RESQURCES

Uneamed revenues
Unavailable revenues

Total Deferred Inflows of Resources

FUND BALANCES
Restricted
Committed

Total Fund Balances

TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESQURCES,

AND FUND BALANCES

Special Revenue Funds

Tax Special
Levy Assessment
Fund Fund Totals

3 7,477,948

$ 1,399,172 § 8,877,120

5,036,132 - 5,036,132
- 19,241 19,241
14,040 - 14,040

$ 12,528,120

$ 1418413 $ 13,946,533

$ 38245 § - % 38,245
38,245 3 38,245

5,036,132 - 5,036,132

19,241 19,241

5,036,132 19,241 5,055,373
7,453,743 - 7,453,743

- 1,399,172 1,399,172

7,453,743 1,399,172 8,852,915

$ 12,528,120

$ 1,418,413 $ 13,946,533
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EHLERS

LEADERS IN PUBLIC FINANGE

To: Mayor John Hohenfeldt, City of Cudahy
Common Council City of Cudahy

From: Mike Harrigan, Senior Municipal Advisor/Chairman
Greg Johnson, Senior Municipal Advisor/Vice President

Cc: Vicki Hellenbrand, Baker Tilly
Steve Henke, Baker Tilly

Date: December 10, 2015
Subject: Cudahy TID #1 Audit

This memorandum is intended to update and supersede our preliminary draft dated
November 19, 2015.

With the update to the Tax Incremental Finance District #1 audit, we have identified
several policy outcomes and decisions for the City of Cudahy to consider in order to

prepare for the end of the expenditure period for TID #1 in April 2016.

Below is a summary of our observations highlighting funds included within the TID #1
audit.

TID #1 Debt Service Fund

e The receivable due from the City to the TID #1 debt service fund ($783,172
identified originally in the 2010 Audit) was eliminated from the TID #1 financial
statement as a result of further research and fund analysis. This relieves a burden
that could have negatively impacted taxpayers.

Ehlers and Baker Tilly exchanged information regarding allocations of TID #1
debt service. A detailed review of the debt service allocations (in particular
escrow funds established with advance refundings of TID #1 debt service) was
undertaken to compare allocations used in the audit versus allocations of debt
service when the bonds were sold. This resulted in the elimination of the
receivable due from the City as a result of the reconciliation of past debt service
allocations to TID #1 based on closing memos and escrow fund disbursements for
TID #1 debt. This analysis concluded that the $783,172 was primarily a cost of
TID #1, not the City.
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» The City’s total debt service fund balance as of 12/31/2014 is $5,442,649. The
portion of this fund balance restricted for TID #1 activity is $5,097,599. The
restricted fund balance for TID #1 includes the debt service reserve funds for TID

#1 CDA Lease Revenue Bonds in the amount of $1,825,046. The remaining
funds in this account should be utilized to pay future TID #1 debt service.

This will reduce reliance on the TID #1 special revenue fund and future increment
collections to generate revenue to pay for TID #1 debt service thereby allowing
the City to utilize increment funds in the Special Revenue Fund for future project
expenditures. The net amount of TID #1 debt service funds available is
$3,272,553 as summarized below:

Projected Debt Service Funds Available
As of

12/31/2014
Debt Service Fund Balance Restricted for TID #1  $5,097,599

Less Debt service reserve funds for TID #1 debt  ($1,825,046)
Available TID #1 debt service Funds $3,272,553

The impact of this is that $3,272,553 of cash is “freed up” from the TID #1 levy and TID
fund balance for project costs.

Special Assessment Funds

The TID #1 audit includes a breakdown of the City’s special assessment fund and the
amount of special assessments attributable to TID #1. All special assessments for the City
whether they are for TID or non-TID purposes are tracked within the same Special
Assessment Fund. The TID #1 audit includes a special assessment fund balance of
$1,399,172. This accounts for nearly the full balance in the City’s special assessment
fund.

In 2014 the City financed several road projects with the G.O. Notes, Series 2014A. This
borrowing assumed that portions of the total project costs would be offset by special
assessment funds on hand—thus reducing the amount that needed to be borrowed. Below
is a summary of the projects that included partial funding from special assessments:
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Project Spec.
- Assessments On
Hand Per City
Year Road Improvements
2014  Cudahy Ave Reconstruction - Swift to Lake 838,600 (100,000}
2014  Kirkwood Ave Reconstruction - Grange to Morris 1,100,000 (500,000)
2014  Defective Sidewalk Replacement - Area #4 300,000 (200,000}
2015  Packard Ave Reconstruction - Cudahy to Lunham 1,743,750 (523,125)
Subtotal Roads 3,982,350 {1,323.125)

Based upon the need to apply the $1.323 M in special assessment funds as projected
above to scheduled projects, in our discussions with City staff and representatives from
Baker Tilly, a consensus was reached that existing special assessment funds on hand will
not be used for remaining TID #1 project costs.

TID Capital Project Fund

The TID #1 audit reflects a cash balance in the TID capital project fund of $1,862,903.
These funds are restricted for TID #1 projects. In discussions with City staff, the City
estimates $1.5 million of these funds presently remain uncommitted for future projects.
Ehlers recommends that the original bond documents be reviewed to confirm that the
purposes for which the funds were borrowed would be broad enough to include any
remaining TID # 1 projects, but assuming they are, the $1.5 Million could be applied to
fund said projects.

Status of TID #1

The TID #1 special revenue fund balance has been substantially drawn down. As of
12/31/2009 the TID #1 special revenue fund balance was approximately $12.2 million.
The projected fund balance as of the 12/31/2015 is approximately $2.0 million. We have
consistently advised and recommended over the past several years that the City should
preserve fund balance to ensure that TID #1 can pay its debt obligations since the TID
has continued to lose value. Increment collected in 2016 is $5,138,714, while total debt
service is $5,647,851. The City will need to continue to rely on fund balance and other
TID #1 funds to pay debt service.

As of December 31, 2014, the City has spent $69,563,791 on capital project expenditures
since TID #1 was created. The audit has identified permitted capital expenditures of
$62,753,580. In the last TID #1 project plan amendment in 2010, the City included the
following language: “For increases in excess of 25% over the cost of inflation of total
project costs, the City would pursue an amendment to the Plan in accordance with the
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amendment procedures specified in Section 66.1105(4)(h) of the Wisconsin Statutes,
which include review by the Joint Review Board”.

Per the TID #1 audit through December 31, 2014, actual project expenditures exceeded
the permitted capital expenditures by 11%. The City staff reports that an additional $5 +
million on project costs were expended in 2015 and the City has identified an additional
$2,018,000 in remaining costs. With all of these costs included, the City is projected to
exceed the original project plan and plan amendment expenditures by 23%.

Final Projected TID Cash Flow and Fund Balance

Ehlers has prepared a cash flow projection that takes into account the TID #1 audit and
the preliminary list of remaining project costs identified by the City as well as the
application of Capital Project Funds and Debt Service Funds as outlined above. With all
of these assumptions and including the additional $2,018,000 in costs proposed to be
expended, TID #1 is projected to have a deficit of $141,449 in year 2022, however; this
deficit can be eliminated if the City were to either cut back project expenses by said
amount or to defer the housing improvement related expenses to take advantage of a 1
year extension of the TID as provided by Statute and discussed below.

Next Steps

The City will need to firm up its list of remaining project costs and reduce same to a level
that would assure a positive ending balance in the TID. The history of value reductions
since 2010 reflects the volatility that cannot be easily predicted until stabilized. With the
end of the TID expenditure period in April 2016, we recommend it is best to err on the
conservative side and preserve cash to mitigate any future loss in value.

Secondly we also recommend that the City consider convening the Joint Review Board to
share the results of the audit and to initiate a final project plan amendment to include any
projects that may not be deemed to be covered by the existing plan or amendments.

Finally, the City can also consider utilizing a provision in Wisconsin Statutes 66.11105(6)(g)
which states the following:

1. After the date on which a tax incremental district created by a city pays off the aggregate of
all of its project costs, and notwithstanding the time at which such a district would otherwise
be required to terminate under sub. (7), a city may extend the life of the district for one year
if the city does all of the following:

L""“i

[
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a. The city adopts a resolution extending the life of the district for a specified number of
months. The resolution shall specify how the city intends to improve its housing stock, as
required in subd. 3.

b. The city forwards a copy of the resolution to the department of revenue, notifying the
department that it must continue to authorize the allocation of tax increments to the
district under par. (a).

2. If the department of revenue receives a notice described under subd. 1. b., it shall continue
authorizing the allocation of tax increments to the district under par. (a) during the district's life,
as extended by the city, as if the district's costs had not been paid off and without regard to
whether any of the time periods specified in par. (a) 2. to 8. would otherwise require terminating
the allocation of such increments.

3. If a city receives tax increments as described in subd. 2., the city shall use at least 75 percent
of the increments received to benefit affordable housing in the city. The remaining portion of the
increments shall be used by the city to improve the city's housing stock.

If the remaining project costs can benefit affordable housing in the City and improve the
housing stock, the City can postpone these expenditures until 2022 and use increment
collected that year to pay for these costs.

Conclusion

In conclusion, the City needs to carefully manage its final TID expenditures. Given the
volatile changes in TID #1 increment values and the drawn down of the Special Revenue
fund balance, the City needs to take appropriate measures to limit expenditures in order
to prevent the City General property tax levy from supporting remaining debt
expenditures within TID #1.

Ui



Preliminary Remaining Project Costs From City of Cudahy
2016-2021

Audit Fees 25,000
Contingency 140,000
165,000

Economic Development Fund 500,000
Retail Incenive Program 250,000
Farmers Market 25,000
Neighborhood Loan Program 200,000
Squire Avenue parking Lot 100,000
Barnard Avenue Extension 500,000
Haven Sweet Applewood Additions 28,000
Audi Development 250,000
1,853,000

TOTAL 2,018,000

As of 12/7/2015
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TAX INCREMENTAL DISTRICT NO. 1
PROJECT PLAN AMENDMENT
WITHIN THE
CITY OF CUDAHY, WISCONSIN

Draft Timetable - 12/8/15

ACTION DATE | STEP

Dec. City will provide Ehlers with maps, list of projects and costs, etc.

Dec. — Jan. Ehlers will prepare & provide the City with a feasibility analysis report, options, and/or draft project plan document

January 27 Ehlers” will e-mail a Notice to Official City Newspaper of organizational JRB meeting & public hearing. (cc: City)
Ehlers will mail notification letters, along with required enclosures, to overlapping taxing jurisdictions of JRB
organizational meeting & public hearing, as well as the agenda - to be posted by the City. (cc: City & attorney)
(Letters must be postmarked prior to first publication).
Ehlers will provide City, overlapping taxing entities, and/or City Attorney with [revised] draft Project Plan

Jan. - Feb. document, if not yet provided and/or necessary, as well as agenda language (City to post) & resolution (City to
distribute) for first meetings, and will also request legal opinion of the plan,
First Publication of Public Hearing & JRB Meeting Notice ((Week prior to second notice & at least 5 days prior to

February 4 .
JRB meeting)

February 11 Second Publication of Public Hearing & JRB Meeting Notice. (4t least 7 days prior to public hearing)
Joint Review Board meets to review plan, appoint chairperson and public member and set next meeting date. (Prior
to public hearing)

February 23 CDA Public Hearing on Project Plan of District amendment. (Within 14 days of second publication)
CDA reviews Project Plan & approval of District Project Plan amendment.

Feb Ehlers will provide City & City Attorney with revised draft Project Plan, if nccessary, as well as agenda language

eoruary (City to post) & resolution (City to distribute) for Common Council meeting,

March 1 Common Council reviews Plan & adopts resolution approving District Project Plan amendment.

March 2 Ehlers’ will e-mail a Class 1 Notice to Official City Newspaper of JRB meeting. (cc: City)
Ehlers will mail notices & required attachments to JRB of the final meeting, along with the Agenda (Cify to post).
(cc: City & Attorney) (Letters must be postmarked prior to publication),

March 10 Publication of JRB Meeting Notice (At least 3 days prior to meeting)

March 15 — 31 Joint Review Board considers approval of District Project Plan amendment.

£ (Within 30 days of notification of meeting / receipt of CDA & Common Council resolutions)
April Ehlers will submit documents to the State, within 60 days of JRB approval.

CDA meets: 4" Tuesday’s @ 5:30 p.m.
Common Council meets: 1 & 3 & 5" Tuesday's @ 7 p.m.

Official City Newspaper is: CNI Now - publishes Thursday’s, with a deadline of Wednesday the week prior via

legals@cninewsonline.com
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