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Lindgren Callilhan VanOsdol

INDEPENDENT AUDITORS' REPORT

Mayor and Village Council
Village of Seneca
Seneca, [llinois

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Seneca, Ilinois, as
of and for the year ended March 31, 2006, which collectively comprise the Village’s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the Village's management.
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 of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our

opinion.

As described in Note A of the Notes to Financial Statements, the Village prepares its government-wide
financial statements on the modified cash basis, and its fund financial statements on the cash basis, which are
comprehensive bases of accounting other than accounting principles generally accepted in the United States of

America,

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Village of Seneca, Illinois as of March 31, 2006 and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended on the

bases of accounting described in Note A.

Lindgren, Callihan, Van Osdol & Co., Lid. 1201 Meriden Street ph 815.539.5049 Rockford, lllinois
Certifled Public Accountants & Consultants P.O. Box 406 fax 815.539.5644 Sterling. lnois
Mendota, lllinols 61342 www.lcvepa.com Dixon, Hnois

Freepert, lilinois

Mendota, Hlinois




The Management’s Discussion and Analysis that precedes the basic financial statements as well as the
Budgetary Comparison Schedule for the General Fund and the Schedule of IMRF Funding Progress, both of
which are listed in the table of contents as required supplementary information, are not a part of the basic
financial statements but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was made for the purpose of forming an opinion on the financial statements that collectively comprise
the Village of Seneca, Illinois basic financial statements. The combining non-major {inancial statements and
other schedules listed in the table of contents as other supplementary information, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.
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Mendota, IL
July 12, 2006
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VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS
For the year ended March 31,2006

The Village of Sencca, Illinois’ (the “Village”) management discussion and analysis (MD&A) 1s generally
intended to (1) assist the reader in focusing on significant financial issues, (2) provide an overview of the
Village’s financial activities, (3) identify changes in the Village’s financial position (its ability to meet future
financial demands and conditions), (4) identify any material deviations from the governmental unit’s financial
plan {(approved budget), and (5} identify individual fund issues or concerns.

Our discussion and analysis of the Village of Seneca’s financial performance provides an overview of the

Village’s financial activities for the fiscal year ended March 31, 2006. Please read it in conjunction with the
Village’s financial statements, which begin on page 11.

GOVERNMENTAL FINANCTAL HIGHLIGHTS FOR FY2006

= The Village’s governmental assets exceeded its liabilities at the close of the fiscal year by $2,584,228 (net
assets). Of this amount $1,411,188 (unrestricted net assets) may be used to meet the Village’s ongoing

obligations.
= The Village’s governmental total net assets increased by $363,203 during fiscal year 2006 as reported in the

statement of activities.
= The Village’s governmental major revenue consisted of $739,369 in other tax revenues and $514,477 in

property fax revenues.
s As of the close of fiscal year 2006, the Village’s governmental funds reported combined ending fumd

balances of $1,520,329, an increase of $230,567 in comparison to the prior year.

BUSINESS-TYPE FINANCIAL HIGHLIGHTS FOR FY2006

» The Village’s business-type assets exceeded its Habilities at the close of the fiscal year by $3,764,104 (net

assets).
» The Village’s business-type net assets decreased by $49,245 during fiscal year 2006 as reported in the

statement of activities.
» The Village’s major business-type revenue consisted of $502,420 in charges for services.

OVERVIEW OF THE FINANCIAL STATEMENTS

This document serves as an introduction to the Village’s basic financial statements. There are three components
to the basic financial statements — government-wide financial statements, fund financial statements, and notes to
the financial statements. This report also contains required supplementary and other supplementary

information.



VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
| or h year ended March 1, 2006

GOVERNMENT-WIDE FINANCIAL STATEMENTS

These are designed to provide readers with a broad overview of the Village’s finances, in @ manner similar to
private-sector business, using the modified cash basis of accounting.

The statement of net assets presents information on all of the Village’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net asscts may serve as a useful
indicator of improvements or deterioration of the financial position of the Village.

The statement of activities presents information that shows how the Village’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as cash flows occur.

These statements highlight the functions of the Village that are principally supported by taxes and
intergovernmental revenues (governmental activities). The governmental activities of the Village include
general government, public safety, highways and streets, health and welfare, and culture and recreation, There
are two business-type activities accounted for by the Village, the water and sewer utilitics.

The government-wide financial statements can be found on pages 11 and 12 of this report.

Fund Financial Statements

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 Village, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. The governmental fund financial
statements are reported on the cash basis of accounting

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 Village’s near-term financial decisions. Both the governmental funds
statement of assets, Habilities and fund balances and the governmental funds statement of cash receipts, cash
disbursements and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Village maintains some 16 individual governmental funds and 2 business type funds. Information is
presented separately in the governmental funds statement of assets, liabilities and fund balance and in the
governmental funds statement of cash receipts, cash disbursements, and changes in fund balances for major
governmental funds, (the General Fund). All other non-major governmental funds are combined and presented
in one column. Individual fund data for each of the non-major governmental funds is provided in the form of
combining statements elsewhere in this report. The governmental fund financial statements can be found on

pages 13 — 16 of this report.



VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

GOVERNMENT-WIDE FINANCIAL STATEMENTS (continued)

Proprietary Fund. Proprietary funds provide the same type of information as the government-wide financial
statements. The Village maintains two proprietary funds, the Waterworks Fund and Sewerage Fund, which are
in the form of an enterprise fund.

The proprietary fund financial statements provide separate information for the Waterworks Fund and Sewerage
Fund, considered to be major funds of the Village. The proprietary funds financial statements can be found on
pages 17 — 19 of this report.

Notes to the Financial Statements
These provide additional information that is essential to gaining 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

20 — 40 of this report.

Required Supplementary Information

This information addresses the Village’s budgetary comparison schedule, and the IMRF (Illinois Municipal
Retirement Fund), Schedule of Funding Progress. The Village adopts an annual appropriated budget for its
General Fund, Special Revenue Funds, Capital Projects Funds, and Enterprise Funds. A budgetary comparison
schedule has been provided for the General Fund (the Village’s only major governmental fund) to demonstrate
compliance with this budget. The pension schedules have been provided to present the Village’s progress in
funding its obligation to provide pension benefits to Village employees through the IMRF system. Required
supplementary information can be found on pages 41 — 42 of this report.

Other Supplementary Information

Combining statements as discussed earlier in connection with non-major governmental funds are presented
immediately following the required supplementary information on pensions on pages 43 — 48 of this report. The
Village has also elected to include a statement of cash receipts and a statement of cash disbursements compared
with budgeted amounts for the General Fund (pages 50 — 53), a statement of cash disbursements compared with
appropriated amounts for the Special Revenue Funds (page 54 — 55), a statement of cash disbursements for the
Debt Service Funds (page 56) and a statement of cash disbursements compared with appropriated amounts for
the Capital Projects Fund (page 57), and a statement of cash disbursements compared with budgeted amounts
for the Waterworks and Sewerage Funds (pages 58 — 39).




VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
the year ended March 31, 2006

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

The following condensed financial information was derived from the Government- Wide Statement of Net Assets
and reflects how the Village’s net assets compare to the prior fiscal year.

Net Assets
Governmental Business-Type Total Primary
Activities Activities Government
2006 2005 2006 2005 2006 2005
Current assets $ 1,520,329 $ 1,289,762 $ 418,574 $ 347,072 $ 1,938,903 $ 1,636,834
Noncurrent assets 1,789,908 1,774,791 4,169,133 4,394,879 5,959,041 6,169,670
Total assets $ 3,310,237 $ 3,064,553 $ 4,587,707 $4,741,951 $ 7,897,944 $ 7,806,504
Current liabilities $ 120,575 § 117,518 $ 126,603 $ 112,102 $§ 247,178 $ 229,620
Noncurrent liabilities 605,434 726,010 697,000 816,500 1,302,434 1,542,510
Total liabilities S 726,009 § 843,528 $§ 823,603 ~§ 928,602 $1,549,612 $ 1,772,130
Net assets:
Invested in capttal assets,
net of related debt $ 1,063,899 $ 931,263 $ 3,352,633 $3,472379 $4,416,532 $ 4,403,642
Restricted 109,141 58,736 109,141 58,736
Unrestricted 1,411,188 1,231,026 411,471 340,970 1,822 659 1,571,996
Total net assets $ 2,584,228 $2,221,025 $ 3,764,104 $ 3,813,345 $ 6,348,332 $ 6,034,374

Net assets of the Village’s governmental activities increased 16.35% or $363,203 ($2,221,025 compared to
$2,584,228). Of the increase, $180,162 represents the amount by which unrestricted net assets increase. This is
the part of net assets that can be used to finance day-to-day operations of the Village.

Net assets of the Village’s business-type activities decreased 1.29% or $49,245 ($3,813,349 compared to
$3,764,104). The Village generally can only use these net assets fo finance the continuing operations of the
water and sewer utilities.

The following condensed financial information was derived from the Government- Wide Statement of Activities
and reflects how the Village’s revenues, expenditures, and changes in net assets compare to the prior fiscal

year.



VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Changes in Net Assets

Governmental Business-Type Total Primary
Activities Activities Government
2006 2005 2006 2005 2006 2005
Revenues:
Program revenues:
Charges for services $ 174,817 $ 164,023 $ 502,420 $ 473,709 $ 677,237 $ 637,732
Operating grants and
contributions 9,635 34,315 9,635 34,313
Capital grants and
contributions 28,553 171,447 28,553 171,447
General revenue;
Local property taxes 514,477 352,000 42,545 42,498 557,022 394,498
Other taxes 739,369 712,231 739,369 712,231
Unrestricted
investment earnings 37,347 25,084 12,187 7.941 49,534 33,025
Miscellaneous sales 122,443 43,709 122,443 43,709
Miscellaneous 8,109 663,290 8,109 663,290
Total revenues 1,634,750 2,166,099 557,152 524,148 2,191,902 2,690,247
Expenditures:
General government 295,372 271,333 295,572 271,333
Streets and alleys 150,068 144,993 150,068 144,993
Public health and
safety 639,185 641,422 639,185 641,422
Public property 93,776 76,902 93,776 76,902
Culture and recreation 57,994 30,224 57,994 30,224
TIF district 1,146 4,887 1,146 4,887
Public works 606,397 590,566 606,397 590,566
Interest 33,806 41,308 33,806 41,308
Total expenditures 1,271,547 1,211,069 606,397 590,566 1,877,944 1,801,635
Transfer - (4,802) - 4,802 - -
Increase (decrease)
I net assets $ 363,203 $ 950,228 $ (49,245) $§ (61,616} $ 313,958 $ 888,612




VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Program revenues were generated from charges for services (which includes water and sewer charges,
ambulance fees, various local and county fines, pool and park user fees and miscellaneous licenses, permits,
and fees), an IEMA grant (to compensate the Village for expenses incurred in implementing plans and programs
to deal with the possibility of a nuclear accident), a Department of Natural Resources grant (to provide the
Village with financial assistance for the acquisition, construction, and expansion/rehabilitation of public boat
and canoe access on Tllinois’ lakes and rivers), and miscellaneous donations. General revenues were generated
from local property taxes, other taxes (consisting of income tax, sales tax, use tax, motor fuel tax, replacement
tax, utility taxes, and telecommunications tax), interest and miscellancous.

The Village’s total revenues decreased by approximately $500,000, while expenditures remained virtually
unchanged. This decrease in revenues resulted mainly from the insurance reimbursement received in fiscal year
2005 for the fire and complete destruction of the Village’s maintenance building in 2003.

FINANCIAL ANALYSIS OF THE VILLAGE’S MAJOR FUNDS
The Village uses fund accounting to ensure and demonstrate compliance with finance-related legal

requirements.

Governmental Funds
The focus of the Village’s governmental funds is to provide information on near-term inflows, outflows, and

balances of spendable resources. Such information is useful in assessing the Village’s financing requirements.
In particular, unreserved fund balances may serve as a useful measure of a government’s net resources available
for spending at the end of the fiscal year.

Budgetary Highlights
The Village's budget is prepared according to Illinois law and is based on accounting for certain transactions on

a cash basis of accounting. A budget to actual schedule is provided as required supplementary information for
the General Fund. A budget to actual schedule is provided for the Special Revenue and Capital Projects funds
on a more detailed basis as part of other supplementary information.

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

Capital Assets
The Village's investment in capital assets for its governmental activities at year end totaled $1,789,908 (net of

accumulated depreciation) and business-type activities at year end totaled $4,169,133 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, equipment, vehicles, other
improvements, and infrastructure such as streets, water and sewer. There were $139,094 of capital asset
additions recorded during the year and $349,723 of depreciation charges were expensed on the total capital
assets. See footnote C for details of capital assets.



VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
_ For the year ended March 31,2006

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY (continued)

Capital Assets (continued)

Governmental
Net Book Value of Capital Assets
2006 2005
Land $ 238,189 $ 238,189
Buildings 876,574 795,034
Equipment 100,755 123,052
Vehicles 56,451 89,097
Other improvements 447,321 450,493
Road improvements 70,618 78,926
Total $ 1,789,908 $ 1,774,791

Business-Type
Net Book Value of Capital Assets

2006 2005

Equipment $ 37218 § 37916

Vehicles 12,310 17,234

Infrastructure 4,119,605 4,339,729

Total $ 4,169,133 $ 4,394,879
This year's additions included:

Additional Village Complex expenses $§ 23390

New maintenance building 79,704

Storm sewer improvement 27,000

2000 portable vaccuum system 9,000

§ 139,094

Debt Administration

At March 31, 2006 the Village had $726,009 in governmental activities long-term debt which consisted of a
lease/purchase agreement, note payable, and bonds payable. Amounts due next year on these obligations are
$120,575. See Foomotes D — E, H-1J, and Footnote K for details of governmental activities debt.



VILLAGE OF SENECA, ILLINOIS
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
Jorthe yearended March 31,2006

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY (continued)

Capital Assets (continued)

Governmental Activities - Qutstanding Debt

2006 2005
Lease/purchase agreeement $ 10,306 $ 15,043
Note payable 136,203 178,985
Bonds payable 579,500 649,500
$ 726,009 $ 843,528

At March 31, 2006 the Village had $816,500 in business-type activities long-term debt which consists of bonds
payable. Amounts due next year on these obligations are $119,500. See Footnotes F — G, I, and K for detals of
business-type activities debt.

Business-Type Activities - Outstanding Debt
2006 2005

Bonds payable $ 816,500 3 922,500

ECONOMIC FACTORS

Financial and budget planning is directly related to and supportive of the Village’s budget plan and operational
needs. The Village’s financial outlook is influenced by factors such as: the economy, employment, and
commercial and residential growth.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, and potential creditors with a
general overview of the Village’s finances and to demonstrate the Village’s accountability for the money it
receives. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to:

Village of Seneca, Illinois
340 N. Cash

Sencca, Illinois 61360
Phone: (815) 357-8771

-10-
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VILLAGE OF SENECA, ILLINOIS
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

March 31, 2006
Governmental Business-Type
ASSETS Activities Activities Total
Current assets:
Cash and cash equivalents $ 165,069 § 23,940 $ 189,009
Investments 1,229,419 520,475 1,749,894
Internal balances 125,841 (125,841) -
Total current assets 1,520,329 418,574 1,938,903
Noncurrent assets:
Capital assets:
Land 238,189 238,189
Other capital assets, net of accumulated depreciation 1,551,719 4,169,133 5,720,852
Total noncurrent assets 1,789,908 4,169,133 5,959,041
Total assets 3,310,237 4,587,707 7,897,944
LIABILITIES
Current liabilities:
Customer deposits 7,103 7,103
Lease/purchase agreement 5,009 5,009
Notes payable 44,066 44,066
Bonds payable 71,500 119,500 191,000
Total current liabilities 120,575 126,603 247,178
Noncurrent liabilities:
Lease/purchase agreement 5,297 5,297
Notes payable 92,137 92,137
Bonds payable 508,000 697,000 1,205,000
Total noneurrent labilities 603,434 697,000 1,302,434
Total liabilities 726,009 823,603 1,549,612
NET ASSETS
Invested in capital assets, net of related debt 1,063,899 3,352,633 4,416,532
Restricted for drug enforcement 1,615 1,615
Restricted for DUI prevenetion 3,595 3,595
Restricted for nuclear safety 1,914 1,914
Restricted for parks and recreation 9,735 9,735
Restricted for fire protection 83,034 83,034
Restricted for TIF district 9,248 9,248
Unrestricted 1,411,188 411,471 1,822,659
Total net assets 2,584,228 $ 3,764,104 $ 6348332

See Notes to Financial Statements.

-t1-




























































































































































