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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Capital Township, Illinois

We have audited the accompanying financial statements of the governmental activities and each major fund of
Capital Township, Illinois (Township) as of and for the year ended August 31, 2013, and the related notes to
the financial statements, which collectively comprise the Township’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 accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

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 in sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of Capital Township, Illinois as of August
31, 2013, and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.




Other Matters
Report on Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3-9 and 25-28 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Gz, Budgowistic + 0 gdon

Certified Public Accountants
Springfield, Illinois

January 30, 2014
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Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

Overview of the Financial Statements Presented
The annual report consists of three parts:

1.) management discussion and analysis (this section),
2) the basic financial statements,
3) required supplementary information.

In addition to the statement of net position and statement of activities, Capital Township, Illinois presents a
combined balance sheet and a combined statement of revenues, expenditures and changes in fund balance.
These statements are fund financial statements that focus on individual funds. These funds show how general
government activities like general assistance were financed in the short-term. The financial statements also
include notes that explain some of the information in the financial statements and provide more detailed data.
The notes are followed by a section of supplementary information which shows more detailed information
about each fund and the offices that comprise those funds. Primarily, the supplementary information consists of
the statement of revenues, expenditures, and changes in fund balance-budget and actual for each fund.

Financial Analysis of the Government Wide Statements

The government-wide statements report information about the organization as a whole using accounting
methods similar to those used by private sector companies. The statement of net position includes all
government’s assets and liabilities. All of the current year’s revenues and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

Condensed Statement of Net Position

2013 2012
Current and Other Assets $2,716,412 $2,948,041
Capital Assets 765914 786,549
Total Assets 3.482.326 3.734,590
Long-term Liabilities 52,358 55,293
Other Liabilities 34,941 48.096
Total Liabilities 87.299 103,389
Net investment in Capital Assets 765,914 786,549
Restricted 1,554,111 1,560,876
Unrestricted 1,075,002 1,283,776
Total Net Position $£3,395,027 $3,631.201




Capital Township, Illinois

MANAGEMENT’S DISCUSSION AND ANALYSIS

For the year ending August 31, 2013, the Township’s net position decreased to $3,395,027. Net position
decreased by $236,174 or 7.0% during the fiscal year. This is in keeping with last year in which net position
also decreased. The major change in the assets of the township was a $221,376 or 11% decrease in cash and

investments.
Capital Township, Illinois, Net Position in $
Fiscal Year Net Position Change From % Change
Prior Year
2013 3,395,027 -236,174 -7.0%
2012 3,631,201 -214,320 -5.6%
2011 3,845,521 85,274 2.3%
2010 3,760,247 406,611 12.1%
2009 3,379,838 -50,988 -1.5%

Statement of Activities-Revenues

The Statement of Activities shows that revenue for the Township increased slightly from $2,236,790 for 2012 to

$2,242,202 for 2013 or a change of $5,412 of .24%. This reversed the prior year’s trend of a large change in

total revenues.

Capital Township, Illinois, Total Revenues in $

Fiscal Year Total Revenues Change From % Change
Prior Year
2013 2,242,202 5,412 0.2%
2012 2,236,790 -131,531 -5.6%
2011 2,368,321 525 0.0%
2010 2,367,796 7,440 0.0%
2009 2,360,356 -33,968 -1.4%

The Township’s revenue is primarily made up of two main components: Property Taxes and Replacement Tax.
Replacement Tax Revenue increased in 2013 by 2.5% or $6,017. In 2013, Replacement taxes represented only

11% of total revenues.

Capital Township, Illinois, Replacement Tax in $

Fiscal Year Replacement Tax Change From % Change
Amount Prior Year
2013 243,132 6,017 2.5%
2012 237,115 -25,952 -9.9%
2011 263,026 63,369 31.8%
2010 199,698 -27,873 -12.2%
2009 227,571 -57,383 -20.1%




Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

Property Taxes are the primary revenue source for Capital Township, Illinois. In 2013 property taxes
represented 89.1% of the township’s revenue. Property tax revenues are unchanged with a slight increase of
$468 over 2012. Capital Township, Illinois is limited in the amount of property tax that it can levy by the
Property Tax Extension Limitation Law or PTELL. Under PTELL, Capital Township, Illinois’, tax levy may
not grow on its existing tax base by more than the increase in the Consumer Price Index (CPI) or 5% whichever
is less. For 2012 payable 2013 taxes the CPI was 3%, but Capital Township, Illinois can receive additional
property tax revenue due to annexations and new construction within Capital Township, Illinois. Although the
property tax revenue for Capital Township, Illinois could have increased, the Board of Trustees determined that
based on the results of 2010 and 2011, a FY 2012 decrease in property taxes could be maintained for 2013. The
Town Board lowered the levy by almost $150,000 from 2010 to 2012. For the last five years, the tax rate
charged individual property owners has decreased each year resulting in a 10.3% drop in tax rate. This drop in
rate is consistent with Board of Trustee’s long range plan to maintain the tax rate and reduce taxes.

Capital Township, Illinois, Property Tax Revenue, Levy, EAV and Tax Rate Comparisons in $

Tax Year/ Property Equalized % PTEL
Payable Tax Total Assessed Tax Rate/ Change CPI
Year Revenue Levy Value $100 In Rate Change
2012/2013 1,996,945 2,000,000 |2,208,866,948 .0906 -0.02% 3.0%
2011/2012 1,996,447 2,000,000 |2,200,947,412 .0908 -6.00% 1.5%
2010/2011 2,098,260 2,100,000 |2,182,932,517 0962 -4.10% 2.7%
2009/2010 2,155,833 2,149,126 | 2,142,700,063 .1003 -0.80% 1%
2008/2009 2,121,987 2,111,097 | 2,088,127,348 1011 -0.10% 4.1%

Statement of Activities-Expenses

Township expenses increased by $75,744 or 3.1%. The increase in expenses is composed of a $72,423 increase
in the amount spent in town fund expenses and a $2,231 increase in spending in the general assistance fund.
Expenses in the town fund increased due to increased salary and benefit cost. The increase in the General
Assistance spending is minimal.

Capital Township, Illinois, Expenses in $

Fiscal Year Total Government Change From % Change
Expenses Prior Year
2013 2,479,466 75,744 3.15%
2012 2,403,722 120,675 5.29%
2011 2,283,758 321,862 16.41%
2010 1,963,114 -451,091 -18.70%
2009 2,414,205 -88,324 -3.50%

Statement of Activities-Change in Net Position

The net result of the flat revenues and increased expense was the use of $236,174 or 6.5% of net position for the
year. This was a significant increase in the use of net position over 2012 of $69,242 or 41%. The use of net
position was deliberate as management maintained the lowered tax levy for 2013 without reducing general
assistance distributed. The Board’s goal is to give tax relief to property owners of Capital Township, Illinois,
while giving out the maximum amount of general assistance to alleviate suffering of the indigent.




Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Analysis of the Combined Fund Financial Statement

Capital Township, Illinois, has two governmental funds: the Town fund and the General Assistance fund.
These funds are presented in two financial statements: the combined balance sheet, and the combined statement
of revenues, expenditures, and changes in fund balance. The town fund supports general government activities
such as assessment of property and collection of property taxes. The general assistance fund supports the
dispensing of financial assistance to Capital Township, Illinois, residents who apply and meet certain
requirements. These two funds are both classified as governmental funds. The town fund is further classified
as a general fund with the general assistance fund being classified as a special revenue fund. Special revenue
funds indicate that the revenue of that fund may only be expended for a specific purpose such as assistance to
residents of Capital Township, Illinois.

Combined Balance Sheet

The combined balance sheet shows that both the town fund and general assistance fund hold significant asset
balances and small liability balances for accounts payable and accrued absences. Neither fund has any long-
term debts such as mortgages or bonds payable. Consequently, the Township’s balance sheet shows an
organization with adequate reserves to endure financial downturns. These reserves are shown in the fund
balances of each fund. The combined balance sheet shows the Township’s assets at $2,716,412 which is a
decrease of $231,629 or 7.9% during the year. The Township’s liabilities are $34,941 which is a decrease of
$13,153 or 27.3% over the prior year. The Township’s balance sheet shows that the Township’s financial
health is strong. However, Note 2-Defined Benefit Pension Plan does show that the funded ratio for the
Township’s Schedule of Funding Progress has gone from 30.01% to 35.55%. The Unfunded Actuarial Accrued
Liability went from $1,809,999 at December 31, 2009 to $1,843,742 at December 31, 2012. The Township has
made all required funding deposits to Illinois Municipal Retirement Fund. Consequently, not only does Capital
Township, Illinois, have adequate fund balance on hand to meet its current need, the Township has adequate
fund balance to cover its Unfunded Actuarial Accrued Liability for its pension fund needs into the future.

Note 2
Capital Township, Illinois, Combined Balance Sheet Defined Benefit Pension Plan Stats
In $ In $
Actuarial
Actuarial Accrued
Fiscal Fund Value Of Liability Unfunded
Year Assets Liabilities Balance Assets (AAL) AAL
2013 2,716,412 34,941 2,681,471 1,344,615 3,188,357 1,843,742
2012 2,948,041 48,094 2,899,947 1,078,853 3,034,879 1,956,026
2011 3,157,296 126,475 3,030,821 958,310 2,873,540 1,915,230
2010 3,008,427 91,031 2,917,396 776,181 2,586,180 1,809,999

R Yo AT 5 R i e e o oo e e



Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

Combined Statement of Revenues, Expenditure, and Changes in Fund Balance
The combined statement of revenue, expenditures, and changes in fund balances shows the township

experienced a decrease in fund balance of 5.9% or $218,474. Although the Township used some of its overall

fund balance during the year, the overall fund balance is above the 2009 balance. As can be seen below,

expenditures are still below the 2008 level with exception of the General Assistance area for the reasons stated

above.
Expense by Office in $
Office 2013 2012 2011 2010 2009 2008

Assessors 598,560 523,008 493,567 472,692 674,983 578,161
Collectors 69,390 67,808 63,258 248,591 228,813 168,375
Supervisor 237,539 228,983 230,353 41,942 59,834 228,824
Capital Outlay 0 0 0 0 4,041 0
GA 385,899 363,300 355,688 323,437 497,279 454,490
Administration

General 1,170,288 | 1,184,985 1,112,741 853,718 936,104 | 1,065,795
Assistance

Total Expenses 2,461,766 | 2,368,084 2,255,607 1,940,380 2,401,054 | 2,495,645

Financial Analysis of Individual Funds Budget to Actual

Capital Township, Illinois, presents budget-to-actual finance statements for each of the government funds.
These statements contain line item balances as they appear in the budget. Capital Township, Illinois, annually
adopts a budget to guide management in managing revenues and expenditures. The budget must be adopted by
the Board of Trustees by the end of the first quarter of the fiscal year and is labeled as original budget in the
financial statements. The annual budget may be modified in order to meet needs that were not anticipated when
the budget was passed and this modified budget is labeled final budget in the financial statements. Both
revenues and expenditures are budgeted by Capital Township, Illinois. In addition to line item budgets, the
financial statements present sub totals by five different functions in the Township. In the general or town fund,
subtotals are shown for expenditures in the following categories: Assessor’s Office, Collector’s Office, and
Supervisor’s Office. In the general assistance fund subtotals are given for administration and assistance.

The three offices in the Town fund continued to conservatively under spend their budgets for a total of
$210,464 or 18.9%. The General Assistance office also under-spent their budget by $186,470 or 10.7%.

AT, - g e s



Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

The expenditures for 2013 are below budget in all offices as can be seen in the chart below. Overall
expenditures were $396,933 or 13.9% under budget. This under-spending of budgets shows that the offices
exercised fiscal discipline in expenditures even though they had the ability to spend more.

Expense by Office Actual VS Budget in §

2013 Amount

Budgeted 2013 Actual Under % Under

Office Expenditures Expenditures Spent Expended
Assessors 714,785 598,650 116,135 16.2%
Collectors 86,052 69,390 16,662 19.4%
Supervisor 315,206 237,539 77,667 25.0%
GA Administration 418,157 385,899 32,258 1.7%
General Assistance 1,324,500 1,170,288 154,212 11.6%
Total Expenses 2,858,700 2,461,766 396,934 13.9%

Capital Assets

The Township Board of Trustees established a $5.000 threshold for capitalization of assets. The Capital
Township, Illinois, General Assistance building purchased in 2004 and remodeled in 2005 makes up the
majority of capital assets. The General Assistance office relocated to the building in October of 2005.

Long-term Debt
The Township has no long term debt.

Economic Factors and Next Year’s Budget and Tax Rate

Since Capital Township, Illinois’ primary revenue source is property tax revenue, local economic factors do not
have a major short-term impact on property tax revenues. Capital Township, Illinois’ management does not
foresee any significant changes in economic factors that would materially impact revenues or expenses within
the coming year. Capital Township, Illinois’ management expects costs to increase slightly and revenues to
come in as budgeted. The Township Board of Trustees passed a budget for the fiscal year ending August 31,
2014 which featured an overall increase in appropriation by $120,551 or 4.2% to $2,858,701. Overall, the
budget provides for adequate raises for employees and covers benefits cost.

Expense by Office 2013 Budget VS 2012 Budget in $

2013 2012 Increase % Change in
Office Budget Budget (Decrease) Budget
A SSESSOrS 739,040 714,785 24,255 3.4%
Collectors 86,000 86,052 ( 52) -0.1%
Supervisor 322,901 315,206 7,695 2.4%
GA Administration 430,157 418,157 12,000 2.9%
General Assistance 1,324,500 1,324,500 0 0.0%
Total Expenses 2,902,598 2,858,700 43,898 1.5%




Capital Township, Illinois
MANAGEMENT’S DISCUSSION AND ANALYSIS

Property tax levy for 2013 payable 2014 was increased by $50,000 over the prior year in light of the continuing
fund balance usage in the Town Fund. The property tax rate for 2013 payable 2014 is estimated to be .0914 per
$100 of EAV.

Capital Township, Illinois, Property Tax Levy, EAV, and Tax Rate Comparisons in $
Tax Year/ General Equalized Tax %
Payable Town Assistance Total Assessed Rate/ Change
Year Levy Levy Levy Value $100 In Rate
2013/2014 * 500,000 1,550,000 2,050,000 |2,254,876,551 .0914 .9%
2012/2013 450,000 1,550,000 2,000,000 |2,208,866,948 .0906 -.2%
2011/2012 450,000 1,550,000 2,000,000 [2,200,947,412 .0908 -4.9%
2010/2011 640,000 1,460,000 2,100,000 |2,182,932,517 0955 -4.8%
2009/2010 651,389 1,497,747 2,149,126 | 2,142,700,063 .1003 -.8%
2008/2009 638,967 1,472,130 2,111,097 [2,088,127,348 1011 -1%

*-Estimated based on amount levied in FY13/14 Budget.

Capital Township, Illinois, Management has prepared the following chart to show the impact of the Capital
Township, Illinois, tax levies on a residential property with a fair market value of $150,000 in 2006 and the
resulting tax bills since 2010.

Tax Year/ Tax Assessed Capital Township, Illinois,
Payable Rate/ Value After Portion of Change in Tax
Year $100 Exemptions Property Tax Bill Bills In §
2013/2014* .0909 48,010 43.88 38
2012/2013 .0906 48,010 43.50 -0.09
2011/2012 .0908 48,010 43.59 -2.09
2010/2011 .0955 47,491 45.69 -1.19

*-Estimated based on amount levied in FY13/14 Budget.

Contacting the Township Supervisor’s Office
The financial report is designed to provide our citizens and taxpayers with a general overview of the
Township’s finances and to demonstrate the Township’s accountability for the money it receives. If you have

more questions about this report please contact the Capital Township, Illinois, Supervisor at 200 S. Ninth St.
Room 102, Springfield, IL 62701.
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Capital Township, Illinois
STATEMENT OF NET POSITION
August 31, 2013

ASSETS

Cash and short term INVESMENES .........cccceveveverereeeieiieee s
Property taxes reCeivable...........cooeviriniiiiiniincee e
Prepaid INSUTANCE .......c.covveuiuieiriciririncie ettt neneees
Capital SSELS, NEL......c.cccevemieirieieiirieiieete ettt ettt et

TOCAL ASSEES........ooeiiiinieeiiiieeeeeeeeeeeeee et e e ee e e e e e e seeseeeeesessreeseeesessneessoas

LIABILITIES

ACCOUNLS PAYADIE.......coueriiieiiiiecrree ettt et
DUE t0 IMRE ...ttt et e see st e e e eeenaans

Non-current liabilities:

Compensated absences payable, amount due in more than one year ..................

Total LAabilities .............ooovviiiimiiiieeeeeeeeeeeeeeee e e

NET POSITION

Net investment in Capital @SSELS..........cocvvirereieirieitiieie sttt

Restricted for:

GENETAL ASSISTANCE......veeieeeieeeeeeeeeeeteeee et eee et eeeeeeeeeseeeseeeees e e e e e e
UDNEESIIICIEA. ... ettt et e e e e e e e e e e eeeeeeeeees e s es e s e e e e e

The accompanying notes are an integral part of these financial statements.

Primary
Government
Governmental

Activities

$1,858,012
852,383
6,017
765.914
3.482,326
20,907
14,034
52,358

_ 87299

765,914

1,554,111
1,075,002

$3.395,027




Capital Township, Illinois
STATEMENT OF ACTIVITIES
For the Year Ended August 31, 2013

Net (Expense) Revenue
Program Revenues and Changes in Net Position

Charges Total
for Governmental
FUNCTIONS/PROGRAMS Expenses Services Activities
Primary Government:
Governmental activities:
General government $ 900,144 $ 15 ($ 900,129)
Health and welfare 1,579,322 1,075 ( 1,578,247)
Total governmental activities $2,479,466 $__1,090 ( 2,478.376)
General Revenues:
Property taxes 1,996,945
Replacement taxes 243,132
Interest 2,125
Total general revenues 2,242.202
Change in net position ( 236,174)
Net position — beginning of year 3.631.201
Net position — end of year $3.395,027

The accompanying notes are an integral part of these financial statements.
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ASSETS

Cash and short term investments...............
Property taxes receivable.............cc.ceen..e.
Prepaid insurance........c.ccooveveiiieiiincinniene

Total Assets

Capital Township, Illinois

BALANCE SHEET
Governmental Funds
August 31, 2013

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts payable........cccocvereerienieninnn.
Dueto IMRF.......cocooiiiiiiiiiieeene

Total Liabilities

Fund Balance:
Nonspendable
Restricted for:

General AsSIStance........cccceveeeenn.....
Unassigned.........ccecvvvevvnerverseenreenensneens

Total Fund Balances

......................................

............................

Total Liabilities and Fund Balances ....

General Total
General Assistance Governmental
Fund Fund Funds
$ 944,736 $ 913,276 $1,858,012
191,928 660,455 852,383
6,017 - 6,017
$1.142.681 $1,573,731 $2.716,412
$ 1,285 $ 19,622 § 20,907
14.034 - 14,034
15,319 19.622 34,941
6,017 - 6,017
- 1,554,109 1,554,109
1,121,345 - 1,121,345
1,127.362 1.554.109 2.681.471
$1,142681 $1,573,731 $2,716,412

The accompanying notes are an integral part of these financial statements.
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Capital Township, Illinois
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
August 31,2013

Total fund balance for governmental funds...................ooooevieeeieeeeeeeeeeee oo, $2,681,471

Total net position reported for governmental activities in the statement of net asset is different because:

Capital assets used in governmental activities are not financial resources and
therefore, are not reported in the fund statements.

These assets consist of Buildings, Land and Equipment (Net of Depreciation)........ 765,914
Governmental fund statements do not include long term liabilities related to

compensated absences and must be reported in the statement of net position........... ( __52.358)
Net position of governmental ACtIVIHIES ..........covveioeueiieieiececeeeeeeeee e s, $3,395.027

The accompanying notes are an integral part of these financial statements.
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Capital Township, Illinois

STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
Governmental Funds
For the Year Ended August 31, 2013

General Total
General Assistance Governmental
Fund Fund Funds
REVENUES
PrOperty taXes .....c.ccvevveeeeeeeciieieeieeeeeeeeee st $ 449,643  $1,547,302  $1,996,945
Replacement taxes ...........covevureerieeniiniineiiireeeeeeeeeeeeeeean 243,132 - 243,132
INEETESE vttt e e e eee e ene s 1,082 1,043 2,125
Other INCOME .......ooveeriieeieeiiceeceeeeeeetee e 15 1,075 1,090
Total REVENUES .........ccovvevivieieieeieciieeeeeeeeeeeeee e 693,872 1,549,420 2,243,292
EXPENDITURES
ASSESSOI’S OFTICE .uviiveieeeeeeeeeeeece et ee s 598,650 - 598,650
Collector’s OffiCE .....cvvierivreciiieeceee e 69,390 - 69,390
Township general expenses.......c..cccooevveeveeeeececeererennnee. 237,539 - 237,539
General Assistance administration ............ceceeevereveennnnn.. - 385,899 385,899
General ASSIStANCe........cvecvveeveveeiiiieeieeeeceeeeee e - 1,170,288 1,170,288
Total Expenditures...........c.coveevvvviiveiieereneeseeeeen. 905,579 1,556,187 2.461,766
Excess of revenues over (under) expenditures ...................... ( 211,707) ( 6,767) ( 218,474)
Fund balance — beginning of year..............c.ccoovvviireireevenanen. 1,339.069 1,560,876 2.899.945
Fund balance — end of year...........cccocoouvrevevevrrereerceiecne, $1,127.362  $1,554,109  $2.681.471

The accompanying notes are an integral part of these financial statements.
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Capital Township, Illinois
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended August 31, 2013

Net changes in fund balances of total governmental funds...............cooeveveeeveveeeeeeesennn, ($ 218,474)

The change in net position reported for governmental activities in the statement of activities is different
because:

Government fund statements do not include capital assets; thus
depreciation expense is not included in the governmental activities
fUNA SAEINENLS ...ttt et e e e s s s (  20,635)

Governmental fund statements do not include the long-term liability for compensated
absences; thus, the change in the liability is not reflected in the fund statements.....

2,935

Change in net position of governmental aCtiVItiEs .................oovieeeereeerereeeereeseeeeeera, (5_236,174)

The accompanying notes are an integral part of these financial statements.
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Capital Township, Illinois
NOTES TO THE FINANCIAL STATEMENTS
August 31, 2013

NOTE 1 - NATURE OF OPERATIONS, REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Capital Township, Illinois, is organized in the State of Illinois, as a local governmental unit. Capital Township,
[llinois is tax-exempt. Capital Township, Illinois provides services to citizens, including but not limited to
general governmental services and public health and welfare. Revenues are substantially generated as a result
of taxes assessed and allocated to Capital Township, Illinois. Capital Township, Illinois’ fiscal year ends on
August 31.

Capital Township, Illinois complies with accounting principles generally accepted in the United States of
America (GAAP). Generally accepted accounting principles (GAAP) includes all relevant Governmental
Accounting Standards Board (GASB) pronouncements. When assessing the application of accounting guidance
for the governmental environment, Capital Township, Illinois subscribes to the guidance set forth in GASB
Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November
30. 1989 FASB and AICPA Pronouncements, which was issued by the GASB on December 30, 2010. GASB
Statement No. 62 significantly reduces the need to rely on sources outside of the GASB’s literature to locate the
necessary accounting guidance for the governmental environment.

Use of Estimates

The preparation of basic financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the basic financial statements and the reported amounts of
revenues, expenses, gains, losses, and other changes in fund equity during the reporting period. Actual results
could differ from these estimates.

Principles Used to Determine Reporting Entity

The definition of the reporting entity is based primarily on the notion of financial accountability. A primary
government is financially accountable for the organizations that make up its legal entity. It is also financially
accountable for legally separate organizations if its officials appoint a voting majority of an organization’s
governing body and either it is able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to, or impose specific financial burdens on, the primary
government. A primary government may also be financially accountable for governmental organizations that
are fiscally dependent on it.

Capital Township, Illinois has no component units.

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 all of the non-fiduciary activities of the primary government. For the most part, the effect
of interfund activity has been removed 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 and charges for support. Likewise, the primary government is reported
separately from its legally separate component units for which the primary government is financially
accountable.
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Capital Township, Illinois
NOTES TO THE FINANCIAL STATEMENTS
August 31, 2013

NOTE 1 - NATURE OF OPERATIONS, REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES, continued

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function
or segment. Program revenues include (1) 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
contributions 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.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter
are excluded from the government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year
for which they are collected.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measureable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 90 days of the end of the current fiscal period. A period of
90 days is used to ensure recognition of the property tax revenue levied and enforceable as of January 1.
Expenditures generally are recorded within a liability is incurred, as under accrual accounting.

Property taxes and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The General Assistance Fund accounts for the resources of the General Assistance Fund. The basic purpose of
the fund is to provide health and welfare benefits to help needy individuals in the Township.
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Capital Township, Illinois
NOTES TO THE FINANCIAL STATEMENTS
August 31,2013

NOTE 1 - NATURE OF OPERATIONS, REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES, continued

Capital Assets
Capital assets, which include property, plant and equipment are reported in the applicable governmental

columns in the government-wide financial statements. Capital assets are defined by the government as assets
with an initial, individual cost of more than $5,000 (amount not rounded) and an estimated useful life in excess
of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair value at the date of donation.

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

Property, plant, and equipment of the government, is depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
Buildings 10-60
Building Improvements 10-45
Site Improvements 3-50
Equipment 3-25

Compensated Absences

Capital Township, Illinois employees are entitled to certain compensated absences based on their length of
employment. Employees may accumulate a maximum of two years of vacation time. Accrued vacation may be
used at any time or is payable upon termination. Sick leave time is payable upon retirement in a ratio of five
days for one day pay out. Also, after thirty-six days of accumulated sick leave, an employee may convert their
sick leave time into vacation time at a ratio of three days to one day. Capital Township, Illinois currently
carries accrued vacation as a long term liability in the government-wide financial statements.

Equity Classification
The following equity classifications apply:

Government-Wide Statements:

a. Net investment in capital assets — Consists of capital assets including restricted capital assets net of
accumulated depreciation and reduced by the outstanding balances of bonds, notes, or other borrowings
that are attributable to the acquisition, construction or improvements of those assets.

b. Restricted net position — Consist of net position with constraints placed on the use either by 1) external
groups such as creditors, grantors, contributors or laws or regulations of other governments, or 2) law
through constitutional provisions or enabling legislation.

¢. Unrestricted net position — All other net position that do not meet the definition of “restricted” or “net
investment in capital assets”.
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