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Mayor and City Council
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Momence, IL 60954

In planning and performing our audit of the modified cash basis financial statements of the governmental
activities, the business-type activities, and each major fund of the City of Momence (City) as of and for
the year ended April 30, 2014, in accordance with auditing standards generally accepted in the United
States of America, we considered the City’s internal control over financial reporting (internal control) as a
basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the City’s internal control. Accordingly, we do not express an opinion on the
effectiveness the City’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as discussed below, we identified a certain deficiency in internal control that we
consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies in internal control, such that there is a reasonable passibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. We
did not identify any deficiencies in internal control that we consider to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with

governance. We consider the following deficiency in internal control to be a significant deficiency:

Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining internal controls and for the fair
presentation of the financial position, results of operations, cash flows, and disclosures in the
financial statements, in conformity with the modified cash basis of accounting. The City does
not have a system of internal controls that would enable management/personnel to prepare
the financial statements and related disclosures in its entirety and to conclude they are
complete and presented in accordance with the modified cash basis of accounting. As such,
management requested us to assist in identifying adjustments to the accounting records and to
prepare a draft of the financial statements, including the related footnote disclosures.
However, potential misstatements of the financial statements could occur and not be detected
and prevented by the City’s internal control.
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Management reviewed, approved, and accepted responsibility for those financial statements
prior to their issuance. The City’s personnel do not have the technical (accounting) expertise
required to prepare financial statements and disclosures in their entirety. The outsourcing of
these services is not unusual in entities of your size and is a result of management’s cost
benefit decision to rely on our accounting expertise rather than incurring this internal resource
cost. Management is responsible for making decisions concerning costs and the related
benefits. We are responsible to communicate significant deficiencies and material weaknesses
in accordance with professional standards regardless of management’s decisions.

This communication is intended solely for the information and use of the Mayor, City Council,

management, and others within the City, and is not intended to be and should not be used by anyone other
than these specified parties.
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Mayor and City Council
City of Momence
Momence, IL 60954

We have audited the modified cash basis financial statements of the governmental activities, the business-type
activities, and each major fund, of the City of Momence (City) for the year ended April 30, 2014. Professional
standards require that we provide you with information about our responsibilities under generally accepted
auditing standards as well as certain information related to the planned scope and timing of our audit. We have
communicated such information in our letter to you dated June 30, 2014. Professional standards also require
that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

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. No new accounting
policies were adopted and the application of existing policies was not changed during the year ended April 30,
2014. We noted no transactions entered into by the City 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 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 estimate affecting the City’s financial statements was the depreciation of capital assets:

Management’s estimate of the depreciation of capital assets is based on their useful lives. We
evaluated the key factors and assumptions used to develop the depreciable lives of capital assets
in determining that it is reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was the use of modified cash
basis of accounting:

As described in Note 1, B to the financial statements, the City’s financial statements are prepared
using the modified cash basis of accounting. Except for modifications having substantial support,
receipts are recorded in the City’s financial records and reported in the financial statements when
cash is received rather than when earned and disbursements are recorded when cash is paid rather
than when a liability is incurred.

Difficulties Encountered in Performing the Audit

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

audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely 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. In addition, none of the misstatements detected as a result
of audit procedures and corrected by management were material, either individually or in the aggregate, to the
financial statements taken as a whole,

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit.

Maragement Representations

We have requested certain representations from management that are included in the management
representation letter dated January 12, 2015.

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 City’s financial statements or a determination of the type of auditor’s 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,

Other Audit Findings or Issues

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

Other Matters

We were not engaged to report on supplementary and other information, which accompany the financial
statements. We did not audit or perform other procedures on this other information and we do not express an
opinion or provide any assurance on it.

Restriction on Use

This information is intended solely for the use of the Mayor, City Council, and management of the City and is
not intended to be, and should not be, used by anyone other than these specified parties.
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CERTIFIED PUBLIC ACCOUNTANTS & ADVISORS

INDEPENDENT AUDITORS’ REPORT

Mayor and City Council
City of Momence
Momence, IL. 60954

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the business-type activities, and each major fund of the

CITY OF MOMENCE, ILLINOIS

as of and for the year ended April 30, 2014, and the related notes to the financial statements, which
collectively comprise the City’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 fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions 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 opinions.
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Basis for Adverse Opinion

As described in Note 1 to the financial statements, although the City’s cash basis of accounting has been
modified to include capital assets and related accumulated depreciation and depreciation expense,
management has not recorded capital assets in governmental activities” financial statements and,
accordingly, has also not recorded depreciation expense on those assets. Accounting principles applicable
to such a modified cash basis of accounting require that those assets derived from cash transactions or
events be capitalized and depreciated, which would increase the modified cash basis assets, net position
and expenses of the governmental activities. The amounts by which this departure affects the modified
cash basis assets and expenses of the governmental activities have not been determined.

Adverse Opinion

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
paragraph, the financial statements referred to above do not present fairly, in conformity with the basis of
accounting described in Note 1, the modified cash basis financial pesition of the governmental activities
of the City of Momence as of April 30, 2014, and the changes in modified cash basis financial position
thereof for the year then ended.

Unmodified Opinions

In our opinion, the modified cash basis financial statements referred to above present fairly, in all material
respects, the respective modified cash basis financial position of the business-type activities and each
major fund of the City, as of April 30, 2014, and the respective changes in modified cash basis financial
position and, where applicable, cash flows thereof for the year then ended in conformity with the basis of
accounting 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 opinions are not
modified with respect to this matter.

Other Matters
Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The supplementary and other information listed on pages
23 through 30, 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.
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Kankakee, Itlinois
January 12, 2015




BASIC FINANCIAL STATEMENTS




CITY OF MOMENCE, ILLINOIS
STATEMENT OF NET POSITION - MODIFIED CASH BASIS

April 30, 2014
Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents h) 518,139 $ 2,091,037 $ 2,609,176
Investments 63,407 828,279 891,686
Internal balances (30,461) 30,461 -0-
Capital assets:
Depreciable (net of accumulated depreciation) 1,732,187 1,732,187
Total assets 551,085 4,681,964 5,233,049
Liabilities
Payroll withholdings payable 6,785 6,785
Long-term liabilites:
Due within one year 33,697 33,697
Due in more than one year 424 466 424,466
Total liabilities 464,948 -0- 464,948
Net Position
Net investment in capital assets 1,732,187 1,732,187
Restricted for:
Street maintenance programs 156,744 156,744
Debt service 34,809 34,809
Special levies 53,650 53,650
Unrestricted (159,066) 2,949,777 2,790,711
Total net position $ 86,137 $ 4,681,964 $ 4768,101

See accompanying notes.
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CITY OF MOMENCE, ILLINOIS
BALANCE SHEET - MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
April 30, 2014
Total
General Motor Fuel Project Debt Service  Governmental
Fund Tax Fund Fund Fund Funds
ASSETS
Cash and cash equivalents $ 331,350 $ 186,789 $ 518,139
Investments 63,407 63,407
Due from other funds 280,000 54,422 3 34,809 369,231
Total assets $ 674,757 § 241211 3 -0- 3 34,809 $ 950,777
LIABILITIES
Payrol! withholdings payable $ 6,785 5 6,785
Due to other funds 305,002 $ 34,467 $ 10,223 399,692
Total liabilities 311,787 84,467 10,223 $ -0- 406,477
FUND BALANCES
Restricted for:

Street maintenance programs 156,744 156,744
Debt service 34,809 34,809
Special levies 53,650 53,650
Unassigned 309,320 (10,223) 299,097
Total fund balance (deficit) 362,970 156,744 (10,223) 34,809 344,300
Total liabilities and fund balances $ 674,757 $ 2417211 $ -0- $ 34,809 $ 950,777

See accompanying notes.
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CITY OF MOMENCE, ILLINOIS
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET POSITION OF GOVERNMENTAL ACTIVITIES - MODIFIED CASH BASIS
April 30, 2014

Total Governmental Fund Balance $ 544300

Amounts reported for governmental activities in the statement of net
position are different because:

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental funds (458,163)

Net position of governmental activities $ 86,137

See accompanying notes.
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CITY OF MOMENCE, ILLINOIS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - MODIFIED CASH BASIS
GOVERNMENTAL FUNDS
For the year ended April 30,2014

Total
General Motor Fuel Project Debt Service  Governmental
Fund Tax Fund Fund Fund Funds
Revenues:
Property taxes $ 363,136 $ 363,136
Replacement taxes 37,771 37,771
State income taxes 351,463 351,463
Sales and use taxes 408,280 408,280
Grant revenue 12,456 12,456
Motor fuel taxes 57,693 h) 37,385 95,078
Garbage fees 193,305 193,305
Licenses and fees 105,969 105,969
Franchise agreements 23,265 23,265
Fines and forfeitures 96,841 96,841
Refunds and reimbursements 300 300
Contributions 49,209 49,209
Rental income 2,500 2,500
Investment income 1,943 158 2,101
Miscellaneous 163,602 163,602
Total revenues 1,810,040 57,851 $ -(0- 37,385 1,905,276
Expenditures:
General government 336,975 336,975
Public safety 795,157 795,157
Public woerks/transportation 274,893 274,893
Health and welfare 197,345 197,345
Culture and recreation 621 621
Debt service:

Principal retirement 17,974 15,000 32,974
Interest expense 2,358 22,385 24,743
Total expenditures 1,625,323 -0- -0- 37,385 1,662,708
Net change in fund balance 184,717 57,851 -0- -0- 242,568
Fund balance (deficit), May 1, 2013 178,253 98,893 (10,223) 34,809 301,732
Fund balance {(deficit), April 30, 2014 § 362,970 156,744  §  (10,223) % 34,809 § 544,300

See accompanying notes.



CITY OF MOMENCE, ILLINOIS
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL
FUNDS TO STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
For the year ended April 30, 2014

Net Change in Fund Balance - Total Governmental Funds $ 242,568

Amounts reported for governmental activities in the statement of activities
are different because:

The repayment of the principal portion long-term debt is reported as an
expenditure when due in governmental funds but as a reduction of
principal outstanding when incurred in the statement of activities 32,974

Change in net position of governmental activities § 275,542

See accompanying notes.




CITY OF MOMENCE, ILLINOIS
STATEMENT OF FUND NET POSITION - MODIFIED CASH BASIS
PROPRIETARY FUND
WATER AND SEWER FUND

April 30, 2014
ASSETS
Current assets:
Cash and cash equivalents $ 2,091,037
Investments 828,279
Due from other funds 333,693
Total current assets 3,253,009
Non-current assets:
Property and equipment:
Sewer plant 4,571,560
Sewer equipment 1,693,919
Water equipment 2,174,779
8,440,258
Less accumulated depreciation (6,708,071)
Property and equipment, net 1,732,187
Total assets 4,985,196
LIABILITIES
Current liabitities:
Due to other funds 303,232
NET POSITION
Net investment in capital assets 1,732,187
Unrestricted 2,949,777
Total net position $ 4,681,964

See accompanying notes.
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CITY OF MOMENCE, ILLINOIS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION - MODIFIED CASH BASIS
PROPRIETARY FUND
WATER AND SEWER FUND
For the year ended April 30, 2014

Operating revenues:

Fees for services $ 1,372,603
Meter sales and tap-on fees 11,155
Other operating income 2,753

Total operating revenues 1,386,511

Operating expenses:

Personal services 331,409
Payroll taxes and benefits 113,660
Utilities 176,532
Insurance 104,355
Repairs and maintenance 199,091
Materials and supplies 128,176
Testing expenses 7,280
Waste removal 29,546
Chemicals 14,320
Professional services 67,789
Depreciation 148,838
Other operating expenses 26,317
Total operating expenses 1,347 313

| Operating income 39,198

Nonoperating revenues:

Interest income 4,518
Change in net position 43,716
Net position, May 1, 2013 4,638,248
Net position, April 30, 2014 § 4,681,964

See accompanying notes.
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CITY OF MOMENCE, ILLINOIS
STATEMENT OF CASH FLOWS - MODIFIED CASH BASIS
PROPRIETARY FUND
WATER AND SEWER FUND
For the year ended April 30, 2014

Cash flows from (used for) operating activities:

Receipts from customers $ 1,383,758
Other receipts 2,753
Payments to employees (331,409)
Payments to suppliers (867,066)
Net cash from (used for) operating activities 188,036

Cash flows from (used for) noncapital and related financing activities:

Loans to other funds (17,426)
Repayment of loans from other funds (2,290)
Net cash from (used for) noncapital and related financing activities (19,716)

Cash flows from (used for) capital and related financing activities:
Acquisition of capital assets (125,687)

Cash flows from (used for) investing activities:

Interest on investments 4,518
Purchase of investments (740,217)
Proceeds from sale of investments 738,346
|
| Net cash from (used for) investing activities 2,647
Net increase in cash and cash equivalents 45,280
Cash and cash equivalents, May 1, 2013 2,045,757
Cash and cash equivalents, April 30, 2014 $ 2,091,037

Reconciliation of operating income to net cash
from (used for) operating activities:
Operating income $ 39,198
Adjustments to reconcile operating income 1o net cash
frem (used for) operating activities:
Depreciation expense 148,838

Net cash from (used for) operating activities $ 188,036

See accompanying notes.
-11-




CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

As discussed further in Note 1.B., the financial statements of the City of Momence, Illinois (the City) are
presented on a modified cash basis of accounting, which is a basis of accounting other than accounting
principles generally accepted in the United States of America (GAAP) as established by the Governmental
Accounting Standards Board (GASB). These modified cash basis financial statements generally meet the
presentation and disclosure requirements applicable to GAAP, in substance, but are limited to the
elements presented in the financial statements and the constraints of the measurement and recognition
criteria of the modified cash basis of accounting. The more significant of the City's accounting policies are
described below.

A,

Reporting Entity

The City is located in Kankakee County, Illinois, and was chartered in 1891. The City is
governed by an elected mayor and eight-member council and provides a full range of
services including public safety, public works, health and sanitation, planning, zoning
and water and sewer. These financial statements present the City (the primary
government) and any component units, entities for which the City is considered to be
financially accountable. Blended component units, although legally separate entities are,
in substance, part of the City's operations and so data from these units would be combined
with data of the City. There are no component units for the City. For financial reporting
purposes, the City includes all funds, agencies, boards, commissions and authorities that
are controlled by or dependent on the City. Control by or dependence on the City
(financial accountability) was determined on the basis of budget adoption, taxing
authority, outstanding debt secured by revenues or general obligations of the City,
operational independence and/or obligation of the City to finance any deficits that may
occur, in accordance with standards established by GASB.

Basis of Accounting, Measurement Focus and Financial Statement Presentation

The financial statements are presented on a modified cash basis of accounting, which is a
basis of accounting other than GAAP as established by GASB. This basis of accounting
involves modifications to the cash basis of accounting to report in the statements of net
position or balance sheets cash transactions or events that provide a benefit or result in an
obligation that covers a period greater than the period in which the cash transaction or
event occurred. Such reported balances include investments, interfund receivables and
payables, capital assets and related depreciation, and short-term and long-term liabilities
arising from cash transactions or events.

This modified cash basis of accounting differs from GAAP primarily because certain
assets and their related revenues (such as accounts receivable and revenue for billed or
provided services not yet collected and other accrued revenue and receivables) and
certain liabilities and their related expenses or expenditures (such as accounts payable and
expenses for goods or services received but not yet paid and other accrued expenses and
liabilities) are not recorded in these financial statements. In addition, other economic
assets, deferred outflows, liabilities, and deferred inflows that do not arise from a cash
tfransaction or event are not reported, and the measurement of reported assets and
liabilities does not involve adjustment to fair value.

-12-




CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

If the City utilized the basis of accounting recognized as generally accepted in the United
States, the fund financial statements for governmental funds would use the modified
accrual basis of accounting, and the fund financial statements for proprietary fund types
would use the accrual basis of accounting. All government-wide financial statements
would be presented on the accrual basis of accounting.

The government-wide financial statements and the proprietary fund financial statements
are reported using the economic resources measurement focus within the limitations of
the modified cash basis of accounting. Governmental fund financial statements are
reported using the current financial resources measurement focus within the limitations of
the modified cash basis of accounting.

Fund Accounting

The City uses funds to report its financial position and the changes in its financial
position. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government
functions or activities. A fund is a separate accounting entity with a self-balancing set of
accounts. Funds are classified into the following categories: governmental and
proprietary.

Governmental funds are used to account for all or most of government's general activities,
including the collection and disbursement of earmarked monies (special revenue funds).
the acquisition or construction of capital assets (capital projects funds) and the servicing
of general long-term debt (debt service funds). The general fund is used to account for all
activities of the general government not accounted for in some other fund.

Proprietary funds are used to account for activities similar to those found in the private
sector, where the determination of net income is necessary or useful for sound financial
administration. Goods or services from such activities can be provided either to outside
parties (enterprise funds) or to other departments or agencies primarily within the
government (internal service funds).

Government-Wide and Fund Financial Statements

The government-wide financial statements {(i.e., the statement of net position and the
statement of activities) report information on the overall activities of the City. The effect
of material interfund activity has been eliminated from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on
fees charged to external parties for goods or services. The City has no fiduciary activities.

The statement of net position presents the cash, investments and long-term liabilities of
the governmental activities and the cash, investments, capital assets and long-term
liabilities of the business-type activities of the City at the fiscal year end. As discussed in
Note 1.G. capital assets are not presented for the governmental activities.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30,2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

The statement of activities demonstrates the degree to which the direct expenses of a
given function, segment or program are offset by program revenues. Direct expenses are
those that are clearly identifiable with a specific function or segment. Program revenues
include (1) fines, fees and charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function or
segment and (2) grants and standard revenues that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general
revenues.

During the year, the City segregates transactions related to certain city functions or
activities in separate funds to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial information of
the City at this more detailed level. Separate statements for each fund category -
governmental and proprietary - are presented. The emphasis on fund financial statements
is on major governmental and enterprise funds, each displayed in a separate column.

Proprietary funds distinguish operating transactions from nonoperating transactions.
Operating transactions generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations.
The principal operating revenues of the City's enterprise fund are charges to customers for
water and sewer services. Operating expenses for enterprise funds include the cost of
providing such services and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses

The City has elected to report all of its funds as major, even though some of them have not
met the criteria requiring such treatment in fiscal year 2014.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City and is used to account for
all financial resources of the City unless required to be accounted for in another fund.

The Motor Fuel Tax Fund accounts for the revenues received from motor fuel taxes
and expenditures for maintenance of roads.

The Project Fund, a capital projects fund, is used to account for the resources of the
bond issuance for the purpose of paying the costs of street, parking lot, sidewalk and
lighting improvements within the City.

The Debt Service Fund accounts for payment of principal and interest on the general
obligation bonds.

The City reports the following major proprietary fund:

The Water and Sewer Fund is used to account for the provision of water and sewer
services to the residents and commercial users within the City.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

E. Cash and Cash Equivalents

For the statement of cash flows, the City considers all deposits in demand accounts (cash)
and investments with an original maturity of three months or less when purchased to be
cash and cash equivalents.

F. Investments

Investments consist entirely of certificates of deposit with a maturity of more than three
months when purchased and are stated at cost, which approximates fair value.

G. Capital Assets

Capital assets, which include property, plant and equipment for business-type activities
are reported in the business-type activities columns in the government-wide financial
statements and in the fund financial statements for proprietary funds. Capital and
infrastructure assets are not recorded in the government-wide financial statements for
governmental activities. Capital assets are defined by the City as assets with an initial,
individual cost in excess of $10,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation,

The costs of normal maintenance and repairs that do not add to the value or service
capacity of the asset or materially extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Capital assets are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years

Equipment, furniture and fixtures 3-10

Sewer infrastructure, wells, water mains,
water towers and treatment plant 30-50

H. Long-Term Obligations

In the government-wide financial statements and proprietary funds in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in
the applicable governmental activities, business-type activities or enterprise fund
financial statements.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

In the fund financial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as expenditures.

L Fund Balances/Net Position

In the fund financial statements, governmental funds report nonspendable fund balance
for amounts that are either not in spendable form or legally or contractually required to be
maintained intact. Restrictions of fund balance are reported for amounts constrained by
legal restrictions from outside parties for use for a specific purpose, or externally imposed
by outside entities. Committed fund balance is constrained by formal actions of the City
Council, which is considered the City's highest level of decision making authority.
Formal actions include resolutions and ordinances approved by the Council. Assigned
fund balance represents amounts constrained by the City's intent to use them for a specific
purpose. The authority to assign fund balance has been delegated to the Mayor. Any
residual fund balance of the General Fund is reported as unassigned.

The City has not adopted a flow of funds policy and therefore applies the flow of funds
from GASB Statement No. 54, which prescribes that the funds with the highest level of
constraint are expended first. If restricted or unrestricted funds are available for spending,
the restricted funds are spent first. Additionally, if different levels of unrestricted funds
are available for spending the City considers committed funds to be expended first
followed by assigned and then unassigned funds. For net position, restricted funds are
spent first then unrestricted funds.

In the government-wide financial statements, restricted net position is legally restricted
by outside parties for a specific purpose. Investment in capital assets represents the City's
investment in the book value of capital assets, less any outstanding debt that was issued to
construct or acquire the capital asset.

None of the restricted net position or restricted fund balance results from enabling
legislation adopted by the City.

J. Interfund Transactions

During the normal course of operations, the City has transactions between funds.
Transfers represent movement of resources from a fund receiving revenue to a fund
through which those resources will be expended/expensed and are recorded as other
financing sources (uses) in governmental funds and as transfers in proprietary funds.
Interfund transactions that would be treated as revenues and expenditures/expenses if
they involved organizations external to the City are treated similarly when involving
other funds of the City.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

These receivables and payables are classified as "due from other funds" or "due to other
funds." Short-term interfund loans, if any, are classified as “interfund
receivables/payables." Long-term interfund loans, if any, are classified as "advances
to/from other funds." Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial
statements as "internal balances."

Interfund service transactions are accounted for as revenues or expenditures/expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund are recorded as
expenditures/expenses in  the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed. All other interfund transactions,
except interfund services, transactions and reimbursements, are reported as transfers.

K. Use of Estimates

The modified cash basis of accounting used by the City requires management to make
estimates and assumptions that affect certain reported amounts and disclosures of the
financial statements. Actual results could differ from those estimates.

NOTE 2 - PROPERTY TAX CALENDAR:

Property taxes are levied each year on all taxable real property located in the City. The certification of tax
levy is filed annually on or before the last Tuesday in December based on the assessed valuation as of
January 1 of the same year. The City receives property tax distributions shortly after the installment dates
and continuing through January of the ensuing year. Accordingly, the City recognized property tax
revenue during the year ended April 30, 2014, for collections received from the calendar year 2012 tax
levy. Property taxes levied for calendar year 2012, were intended to finance the fiscal year 2014
expenditures. The property taxes levied for the calendar year 2013, which will be coliected in fiscal year
2015, are not recorded in these financial statements.

The following information gives significant dates on the property tax calendar of the City:
s The property tax lien date is January 1.
®  The annual tax levy ordinance for 2013 was passed in December 2013.

» Property taxes are due to the County Collector in two installments, June 1 and
September 1.

» Significant amounts of property taxes for 2013 will be distributed to the City during June 2014 -
January 2015.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30,2014

NOTE 3 - DEPOSITS WITH FINANCIAL INSTITUTIONS:

Permitted Deposits and Investments — The City's investment policy authorizes the City to make
deposits/invest in insured commercial banks, savings and loan institutions, obligations of the U.S.
Treasury and U.S. agencies, banker's acceptances, repurchase agreements (meeting certain statutory
requirements), certain rated instruments of commercial paper and the state treasurer's investment pool.
The City's investment policy limits its deposits and investments to financial institutions that are members
of the FDIC system and are capable of posting collateral for amounts in excess of FDIC insurance.

It is the policy of the City to invest its funds in a manner which will provide the highest investment return
with the maximum security while meeting the daily cash flow demands of the City and conforming to all
state and local statutes governing the investment of public funds, using the "prudent person” standard for
managing the overall portfolio. The primary objectives of the policy are, in order of priority, safety of
principal, return of investment, diversification and public confidence.

Custodial credit risk for deposits with financial institutions is the risk that in the event of bank failure, the
City's deposits may not be returned to it. The City's investment policy requires pledging of collateral for all
bank balances in excess of federal depository insurance, with the collateral held by the City or an
independent third party. At April 30, 2014, the bank balances of deposits not covered by depository
insurance were fully collateralized by pledges of securities held by independent third parties.

The City has not adopted a formal cash and investment policy that limits investments based on custodial,
credit or interest rate risk. The City minimizes those risks by limiting investments to certificates of
deposit, obtaining additional collateral and limiting maturities to less than one year.

Investments consist of the following:

Governmental Business-type
Activities Activities
Certificates of Deposit $63,407 - $828279

NOTE 4 - CAPITAL ASSETS:

The following is a summary of capital asset activity during the fiscal year:

Balance Balance
Mav 1. 2013 Increases  Decreases April 30, 2014

Business-type activities:
Capital assets being depreciated:

Water system and equipment $2,108,039 $ 66,740 $2,174,779
Sewer system and equipment 6.206,532 58,947 . 6.265.479

Total capital assets
being depreciated 8.314.571 125,687 3-0- 8.440.258

Less accumulated depreciation:

Water system and equipment 1,306,784 46,204 1,352,988
Sewer system and equipment 5,252,449 102,634 . 5.355,083
Total accumulated depreciation 6,559,233 148.838 -0- 6,708,071

Total capital assets
being depreciated, net $1,755338 $(23.151) $-0- $1,732,187
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30,2014

NOTE 5 - LEGAL COMPLIANCE AND ACCOUNTABILITY:

The following fund had a deficit in fund balance at year end.

Deficit
Fund Balance
Project $10.22

NOTE 6 - LONG TERM DEBT:

A. Governmental Activities

The following is a summary of changes in long-term debt of the governmental activities
of the City for the year ended April 30, 2014:

Balance Balance Current
Mav 1. 2013 Retirements April 30, 2014 Portion

G.0. Bonds {Alternate Revenue

Source) Series 2010 $425,000 $15,000 $410,000 $15,000
Installment Contract 2013 66,137 17.974 48.163 18.697
$491,137 $32,974 $458.163 $33,697

Long-term debt is comprised of the following:

G.O. Bonds (Alternate Revenue Source)

During the fiscal year ended April 30, 2011, the City issued $450,000 Series 2010
General Obligation Bonds (Alternate Revenue Source), dated November 1, 2010, which
mature serially December 1, 2011 through 2030 at various interest rates (interest rate
varies from 4.0% to 7.5%). The bonds are to be payable first from receipts of motor fuel
taxes then receipts of personal property replacement taxes. The proceeds of the bond
issuance were used to finance various public capital infrastructure improvements,
including street, lighting, parking lots, and sidewalks.

Instaliment Contract

On October 12, 2012 the City incurred $75,000 of government obligation contract for the
purchase of certain public safety equipment. It is payable in quarterly installments in the
amount of $5,083, including interest at 3.97%, through September 24, 2016.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30, 2014

NOTE 6 - LONG TERM DEBT (Continued):

The annual debt service requirements including interest payments are as follows:

Fiscal General Obligation
Year (Alternate Revenue Source)
Ending Bonds, Series 2010 Installment Contract 2013
April 30 Principal Interest Principal Interest
2015 $15,000 $21,260 $18,697 $1,634
2016 15,000 20,135 19,450 882
2017 20,000 19,085 10,016 149
2018 20,000 17,735
2019 20,000 16,385
2020 20,000 15,085
2021 20,000 13,785
2022 20,000 12,585
2023 25,000 11,785
2024 25,000 10,760
2025 25,000 9,710
2026 25,000 8,635
2027 30,000 7,535
2028 30,000 : 6,185
2029 30,000 4,805
2030 35,000 3,395
2031 35,000 1715
Total $410,000 $200,580 $48,163 $2,665

NOTE 7 - INTERFUND DISCLOSURES:

The composition of interfund balances as of April 30, 2014 is as follows:

Due Due
Fund From To
Major Governmental:
General $280,000 $305,002
Motor Fuel Tax 54,422 84,467
Project 10,223
Debt Service 34,809
Total 369231 399.692
Major Proprietary:
Water and Sewer 333,693 303,232
Total $702,924 $702,924

The due from/to other funds represent short-term borrowing that will be repaid in one year.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30,2014

NOTE 8 - RISK MANAGEMENT:

The City is exposed to various risks of loss including, but not limited to, general liability, property
casualty, workers' compensation, employee health and public official liability. To limit exposure to these
risks, the City participates in the Illinois Counties Risk Management Trust. Insurance coverage provided
for the above risks ranges from $5,000 to $7,000,000 with deductibles ranging from $1,000 to $5,000 per
claim. There are separate deductibles of $50,000 per claim that apply to flood damages and $25,000 or 2%
of the damaged location; whichever is greater per claim for earthquake damages. The City's policy is to
record any related expenditures in the year in which they are notified and pay the assessment. The City is
not aware of any additional assessments owed as of April 30, 2014. The City purchases health insurance
through a third party indemnity for employee health coverage.

NOTE 9 - RETIREMENT FUND COMMITMENTS:

Illinois Municipal Retirement Fund

The City's defined benefit pension plan, Illinois Municipal Retirement Fund (IMRF), provides retirement,
disability, annual cost of living adjustments and death benefits to plan members and beneficiaries. IMRF
is an agent multiple-employer pension plan that acts as a common investment and administrative agent for
local governments and school districts in Illinois. The [llinois Pension Code establishes the benefit
provisions of the plan that can only be amended by the Illinois General Assembly. IMRF issues a publicly
available financial report that includes financial statements and required supplementary information for
the plan as a whole but not by individual employer. That report may be obtained by writing to the Illinois
Municipal Retirement Fund, 2211 York Road, Suite 500, Oak Brook, Illinois 60523.

All employees hired in positions that meet or exceed the prescribed annual hourly standard must be
enrolled in IMRF as participating members. IMRF provides two tiers of pension benefits. Employees
hired prior to January 1, 2011, are eligible for Tier | benefits. For Tier 1 employees, pension benefits vest
after eight years of service. Participating members who retire at age 55 (reduced benefits) or after age 60
(full benefits) with eight years of credited service are entitled to an annual retirement benefit, payable
monthly for life, in an amount equal to 1 2/3% of their final rate of earnings, for each year of credited
service up to 15 years, and 2% for each year thereafier.

Employees hired on or after January 1, 2011, are eligible for Tier 2 benefits. For Tier 2 employees,
pension benefits vest after 10 years of service. Participating members who retire at age 62 (reduced
benefits) or after age 67 (full benefits) with 10 years of credited service are entitled to an annual retirement
benefit, payable monthly for life, in an amount equal to 1 2/3% of their final rate of earnings, for each year
of credited service up to 15 years, and 2% for each year thereafter. IMRF also provides death and
disability benefits. These benefit provisions and all other requirements are established by state statute.

Employees participating in the IMRF are required to contribute 4.50% of their annual covered salary. The
member rate is established by state statute. The City is required to contribute at an actuarially determined
rate. The employer rate for calendar year 2013 was 11.00% of payroll. The employer contribution
requirements are established and may be amended by the IMRF Board of Trustees.
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CITY OF MOMENCE, ILLINOIS
NOTES TO FINANCIAL STATEMENTS
April 30,2014

NOTE 9 - RETIREMENT FUND COMMITMENTS {Continued):

Annual pension cost and contributions made for the past three years are as follows:

Annual
For Pension Percentage
Fiscal Cost of APC
Year (APC) Contributed
2013 $76,793 100%
2012 68,703 100%
2011 73,862 100%
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CITY OF MOMENCE, ILLINOIS
BUDGETARY COMPARISON SCHEDULE - BUDGET BASIS
GENERAL FUND
For the year ended April 30, 2014

Original
and Final
Budget Actual
Revenues:
General property taxes $ 348,000 $ 363,136
State replacement taxes 33,000 37,771
State income taxes 260,000 351,463
State sales and use taxes 390,000 408,280
Grant revenue 36,500 12,456
Garbage fees 195,000 193,305
Licenses and fees 40,555 40,791
Building and electrical permits 23,000 29,938
Cable and amusement fees 39,000 35,240
Franchise agreements 23,300 23,265
Fines 70,950 96,841
Refunds and reimbursements 1,500 300
Contributions 15,000 49,209
Rental income 2,500 2,500
Investment income 1,000 1,943
Miscellaneous 169,635 163,602
Total revenues 1,648,940 1,810,040
Expenditures:
General government:
Mayor's department 26,175 25,533
City clerk department 11,250 9,036
City treasurer department 25,250 14,382
Public property department 50,625 36,201
Zoning and planning commission 23,400 21,308
Insurance department 85,650 105,678
Legal department 41,300 21,904
Local improvement department 57,200 84,580
Liquor commission 1,640 1,615
City hall 21,300 16,738
Total general government 343,790 336,975
Public safety:
Street lighting 38,000 40,677
Police department 653,768 754,480
Total public safety 691,768 795,157

(Continued)
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CITY OF MOMENCE, ILLINOIS
BUDGETARY COMPARISON SCHEDULE - BUDGET BASIS
GENERAL FUND
(Continued)

For the year ended April 30, 2014

Original
and Final
Budget Actual
Public works:
Engineering department $ 2,500 $ 1,388
Street and alley department 231,250 273,505
Total public works 233,750 274,893
Health and welfare:
Waste removal 196,000 194,833
Sewer and water department 2,512
Total health and welfare 196,000 197,345
Culture and recreation:
Community center 621
Debt service:
Principal retirement 17,974
Interest expense 2,358
Total debt service -0- 20,332
Total expenditures 1,465,308 1,625,323
Net change in fund balance $ 183,632 184,717
Fund balance, May 1, 2013 178,253
Fund balance, April 30, 2014 $ 362,970
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CITY OF MOMENCE, ILLINOIS
NOTE TO BUDGETARY COMPARISON SCHEDULE
April 30,2014

NOTE 1 - BUDGETARY ACCOUNTING:

The City follows these procedures in establishing the budgetary data reflected in the budgetary
comparison schedule:

The City Clerk is required to submit to the City Council an annual estimate of
expense for the fiscal year/period commencing May 1, on or before May 15. This
estimate contributes to the development of an appropriation ordinance which
must be passed during the first quarter of the fiscal year. A public hearing is
conducted to obtain taxpayer comments. Responsibility for control of and
amendments to the appropriation ordinance rests with the City Council. No
supplemental appropriations were necessary during the year.

Appropriations for the General Fund are adopted on a basis consistent with the
modified cash basis of accounting. The City Council does not make
appropriations for the Motor Fuel Tax Fund.
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CITY OF MOMENCE, ILLINOIS
ILLINOIS MUNICIPAL RETIREMENT FUND
SCHEDULE OF FUNDING PROGRESS

April 30, 2014

Actuarial Actuarial Accrued Unfunded UAALasa

Value of Liability (AAL) AAL Funded Covered Percentage of
Actuarial Valuation Assets - Enfry Age (UAAL) Ratio Payroll Covered Payroll

Date (@) (b) (b-a) (a/b) () ((b-a)/c)

December 31, 2013 $1,523270 * § 1,737,576 $214,306 87.67% * $698.121 30.70%
December 31,2012 1,204,357 1,582,649 378,292 76.10% 628,046 60.23%
December 31, 2011 1,350,803 1,643,991 293,186 82.17% 710,211 41.28%
December 31, 2010 1,166,220 1,524,152 357,932 76.52% 795,667 44.99%
December 31, 2009 1,465,544 1,747,138 281,594 83.88% 764,472 36.84%
December 31, 2008 1,652,723 1,822,082 169,359 90.71% 748,299 22.63%
December 31, 2007 2,060,420 1,889,234 (171,186)  109.06% 738,203 -23.19%
December 31, 2006 1,926,613 1,868,922 (57,691)  103.09% 726,080 -7.95%
December 31, 2005 1,710,944 1,679,872 (31,072)  101.85% 664,257 -4.68%
December 31, 2004 1,762,836 1,709,233 (53,603) 103.14% 684,811 -7.83%

* On a market value basis, the actuarial value of assets as of December 31, 2013 is $1,886,109.
On a market basis, the funded ratio would be 108.55%.
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CITY OF MOMENCE, ILLINOIS
DEPARTMENTAL SCHEDULE OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION - MODIFIED CASH BASIS
WATER AND SEWER FUND
For the year ended April 30, 2014

Water Sewer Total
Operating revenues:
Fees for services $ 448,160 $ 924,443 $ 1,372,603
Meter sales and tap-on fees 4,155 7,000 11,135
Other operating income 2,753 2,753
Total operating revenues 455,068 931,443 1,386,511
Operating expenses:
Personal services 154,516 176,893 331,409
Payroll taxes and benefits 43,428 70,232 113,660
Utilities 28,519 148,013 176,532
Insurance 51,911 52,444 104,355
Repairs and maintenance 61,063 138,028 199,091
Materials and supplies 40,746 87,430 128,176
Testing expenses 4,164 3,116 7,280
Waste removal 29,546 29,546
Chemicals 14,320 14,320
Professional services 52,438 15,351 67,789
Depreciation 46,204 102,634 148,838
Other operating expenses 6,023 20,294 26,317
Total operating expenses 489,012 858,301 1,347,313
Operating income (loss) (33,944) 73,142 39,198
Nonoperating revenues:
Interest income 1,836 2,682 4518
Change in net position (32,108) 75,824 43,716
Net position, May 1, 2013 2,119,560 2,518,688 4,638,248
Net position, April 30, 2014 $  2,087452 $  2,554512 $§ 4681964
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CITY OF MOMENCE, ILLINOIS
SCHEDULE OF OPERATING EXPENSES - MODIFIED CASH BASIS
SEWER DEPARTMENT
For the year ended April 30, 2014

Final
Pre-treatment Treatment Total

Personal services $ 176,893 3 176,893
Social security taxes 13,200 13,200
IMRF expense 16,650 16,650
Health insurance 40,382 40,382
Insurance 32,444 52,444
Telephone 9,624 9,624
Electricity $ 41,366 94,492 135,858
Heating 2,531 2,531
Repairs and maintenance 82,264 55,764 138,028
Gas, fuel, & oil 3,740 8,740
Supplies 60,783 17,907 78,690
Testing expenses 3,116 3,116
Waste removal 29,546 29,546
Chemicals 582 13,738 14,320
Professional services 15,351 15,351
Depreciation 102,634 102,634
Other operating expenses 20,294 20,294

Total operating expenses $ 187,526 $ 670,775 $ 858,301
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CITY OF MOMENCE, ILLINOIS
SCHEDULE OF ASSESSED VALUATIONS, RATES, EXTENSIONS AND COLLECTIONS
For the tax levy years 2013, 2012, 2010, and 2009

2013 2012 2011 2010 2009
Assessed valuations $ 48,413,037 $51,703,253 $ 53,933,065 $ 55,585,981 $53,905,897
Tax rates (percents):
General corporate 0.2547 0.2350 0.2150 0.2000 0.2490
IMRF 0.0617 0.0580 0.0530 0.0490
Police protection 0.0973 0.0910 0.0840 0.0780 0.0780
Liability insurance 0.1135 0.1060 0.0970 0.0910 0.0910
Workmen's compensation 0.0998 0.0940 0.0860 0.0800 0.0800
Total tax rates 0.6270 0.5840 0.5350 0.4980 0.4980
Tax extensions:
General corporate $ 123,294 $ 121,503 $ 11595 $ 111,736 $ 134226
IMRF 29,867 29,988 28,585 27,239
Police protection 47,160 47,050 45,304 43,360 42,046
Liability insurance 54,942 54,805 52,315 50,587 49,054
Workmen's compensation 48 311 48,601 46,382 44,472 43,125
Total tax extensions $ 303,514 $ 301,947 $ 288542 $ 2773594 $ 268,451
Tax collections:
General property tax $ 293,929 $ 276,639 $ 276,590 $ 268,184
Road and Bridge - Township 69,207 65,019 65,044 63,520
Total tax collections § 363,136 $ 341,658 $ 341,634 $ 331,704
Percentage of general property
tax extensions collected 97.34% 95.87% 99.71% 99.90%
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CITY OF MOMENCE, ILLINOIS
SCHEDULE OF LEGAL DEBT MARGIN
April 30, 2014

Assessed valuation - 2013 levy vear,
net of abatements 548,413,037

Statutory debt limit - 8.625% of

assessed valuation $ 4,175,624
Bonds payable 410,000
Legal debt margin $ 3,765,624
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