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'CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Honorable Mayor and
Village Council
Village of Seneca, lllinois

We have audited the accompanying financial statements of the Village of Seneca, lllinois, as of and for the
year ended March 31, 2013, and the related notes to the financial statements, which collectively comprise
the Village's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Note 1; this includes determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for 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 error or fraud.

Auditor’'s 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 auditor’s 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 entity'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 entity’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.



Opinion

In our opinion, the financial statements referred to above present fairly, in ali material respects, the
respective financial position—modified cash basis of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Seneca, lllinos,
as of March 31, 2013, and the respective changes in financial position—modified cash basis, thereof for the
year then ended in accordance with the basis of accounting as described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America. Our opinion is not

modified with respect to that matter.
Disclaimer of Opinion on Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Seneca, lllinois’s, basic financial statements. The management's discussion and
analysis, budgetary comparison information and lllinois Municipal Retirement Fund schedule of funding
progress on pages 3-10 and 45-55, which are the responsibility of management, are presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such information has not
been subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Wiack & HAssaclates, P.C;

Mack & Associates, P.C.
Certified Public Accountants

Morris, lllinois
June 18, 2013
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VILLAGE OF SENECA, ILLINOIS

Management’s Discussion and Analysis - Unaudited
For the Year Ended March 31, 2013

The Village of Seneca, llinois’ (the “Village") management's discussion and analysis (MD&A) is 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 (budget), and (5) identify individual fund issues or concerns.

This 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, 2013. Please read it in conjunction with the

Village's financial statements, which begin on page 11.
HIGHLIGHTS
Governmental Financial Highlights:

o The Village's governmental assets exceeded its liabilities at the close of the fiscal year by
$4,471,067 (net assets). Of this amount, $1,093,727 (unrestricted net assets) may be used to
mest the Village's ongoing obligations.

¢ The Village’s total governmental net assets decreased by $26,645 during the fiscal year 2013 as
reported in the statement of activities.

e The Village's governmental revenues consisted primarily of $724,603 in property tax revenues,
$478,005 in TIF property tax and reimbursement revenues, and $820,928 in other tax revenue.

e As of the close of fiscal year 2013, the Village's governmental funds reported combined ending
fund balances of $2,372,890, a decrease of $47,188 in comparison to the prior year.

Business-type Financial Highlights:

e The Village's business-type assets exceeded its liabilities at the close of the fiscal year by

$3,444,543 (net assets).
+ The Village’s business-type net assets increased by $126,783 during fiscal year 2013 as

reported in the statement of activities.
e The Village's business-type revenue consisted primarily of $772,095 in charges for services.

OVERVIEW OF THE FINANCIAL STATEMENTS

This Management's Discussion and Analysis is intended to serve as an introduction to the Village of
Seneca’s basic financial statements. The Village of Seneca’s 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 supplemental information in addition to the basic

financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Village of Seneca’s finances, in a manner similar to a private-sector business, using the modified cash

basis of accounting.



VILLAGE OF SENECA, ILLINOIS

Management’s Discussion and Analysis - Unaudited
For the Year Ended March 31, 2013

The statement of net assets presents the Village of Seneca’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 Village of Seneca is improving or deteriorating. The
statement of activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as cash flows occur.

Both of the government-wide financial statements distinguish functions of the Village of Seneca 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 Village of Seneca include general government, public safety, highways
and streets, culture and recreation, and debt services. There are two business-type activities accounted
for by the Village, the water and sewer utilities.

Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Village of Seneca, 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. However, unlike the government-wide financial
statements, governmental fund financial statements focus on current sources and uses of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. The
governmental fund financial statements are reported using 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, liabilities and fund balances and the governmental
funds statement of revenues received, expenditures disbursed, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The Village maintains 20 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 revenues received, expenditures disbursed, and changes in fund
balances for major governmental funds (the General Fund, Police Building Fund, Shipyard Road
Improvement Fund, TIF Fund and Motor Fuel Tax 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 of pages 13-15 of this report.



VILLAGE OF SENECA, ILLINOIS

Management’s Discussion and Analysis - Unaudited
For the Year Ended March 31, 2013

Proprietary Funds

Proprietary funds provide the same type of information as the government-wide financial statements as
both are presented using the modified cash basis of accounting. The information for the proprietary funds
can be found in the business-type activities column on the government-wide financial statements. The
Village maintains two proprietary funds, the Waterworks Fund and Sewer Fund, which are in the form of

enterprise funds.

The proprietary fund financial statements provide separate information for the Waterworks Fund and
Sewer Fund, considered to be major funds of the Village. The proprietary funds financial statements can
be found on pages 16-18 of this report.

Notes to 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 19-44 of this report.

Required Supplementary Information

This information addresses the Village's budgetary comparison scheduies, and the IMRF (lilinois
Municipal Retirement Fund) Schedule of Funding Progress. The Village adopts an annual estimate of
appropriations for its General Fund, Special Revenue Funds, and Enterprise Funds. A budgstary
comparison schedule has been provided for the General Fund, the Motor Fuel Tax Fund, the Police
Building Restoration Fund, the TiF Fund, and the Shipyard Road Improvement Fund (the Village's major
governmental funds) to demonstrate compliance with this appropriated 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 lllinois Municipal Retirement Fund. Required supplementary information
can be found of pages 45-55 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 pages 56-57 of this report.
The Village has also elected to include a statement of assets, liabilities and fund balance and a statement
of revenues received, expenditures dishursed and changes in fund balance compared with budgeted
amounts of the following: General Fund (pages 45-50), Special Revenue Funds (page 51-68), Debt
Service Funds (page 69-72) and a statement of fund net assets and statement of revenues, expenses,
and changes in fund net assets with budgetary comparison for the Waterworks and Sewer Funds (pages
73-78). The assessed valuations, tax rates, extensions and collections are presented on pages 79-80.
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Management’s Discussion and Analysis - Unaudited
For the Year Ended March 31, 2013

Government-wide Financial Analysis

Program revenues were generated from charges for services (which includes water and sewer charges,
various local and county fines, park user fees, miscellaneous licenses, permits, and fees, windmill
royalties, and IEMA grant (to compensate the Village for expenses incurred in implementing plans and
programs to deal with the possibility of a nuclear accident). 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), investment interest, and miscellaneous sources.

The Village's total revenues decreased by $601,957, while expenditures decreased by $822,681. The
revenue increase is related to the contractor income received for the shipyard road improvement project
and TIF reimbursements received in the prior year. Expenses decreased significantly due to the Village
spending additional TIF funds in fiscal year 2012 as a result of the accumulation of these funds over
multiple years. Expenditures also decreased due to the addition of the new police building which was

completed in the prior year.

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, unrestricted 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 lllinois 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, the Motor Fuel Tax Fund, the TIF Fund, the Police
Building Restoration Fund, & the Shipyard Road Improvement Fund. A budget to actual schedule is
provided for the Non-major Special Revenue & Debt Service Funds on a more detailed basis as part of
other supplementary information. The Village's actual expenditures exceeded appropriations in various
funds as seen in more detail in the notes to financial statements (Note 12).














































































































































































































































































